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Dear Ms. McCaffrey:

You have requested Empire Valuation Consultants, LLC ("Empire”) to render its
opinion as to the fair market value of a 24.64% limited partnership interest in AAA
Associates, L.P. (*AAAALP” or the “Partnership™) as of June 6, 2007 (the
“Valuation Date™). It is our understanding that this valuation will be used by your
client, Leon Black, for gift tax reporting purposes.

This report is an Appraisal Report as defined in Standards Rule 10 of The
Appraisal Foundation’s Uniform Standards of Professional Appraisal Practice
(“USPAP™), which specifically applies to the preparation of valuation reports of
business interests.

Methodology

AAAALP has been valued on a going concern basis. Since the Partnership is
closely-held, and thus without a public market for its ownership interests, this
appraisal was conducted according to guidelines established by the Internal Revenue
Service (“IRS”™) and USPAP, and in conformity with the American Society of
Appraisers’ Principles of Appraisal Practice and Code of Ethics, together with other
standards that were deemed relevant to this engagement.

This appraisal considered all pertinent factors outlined in USPAP Standards Rule 9
and IRS Revenue Ruling 59-60, including, but not limited to, the following:

o the nature and history of AAAALP;
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® the financial and economic conditions affecting the general economy, the
Partnership, and its industry;

® the past results, current operations, and future prospects of AAAALP;
® the earning capacity and dividend-paying capacity of the Parmership;

® the economic benefit to the Partnership of both its tangible and intangible
assets;

® the market price of actively traded interests in public entities engaged in the
same or similar lines of business as AAAALP, as well as sales of
ownership interests in entities similar to the Partnership:

o the prices, terms, and conditions of past sales of ownership interests in
AAAALP: and

¢ the impact on the value of ownership interests in AAAALP resulting from
the existence of buy-sell and option agreements, investment letter stock
restrictions, restrictive shareholders agreements, or other such agreements.

In defining “fair market wvalue,” IRS Revenue Ruling 59-60 refers to Section
25.2512-1 of the Gift Tax Regulations. Fair market value is described therein as
the price at which ownership interests would change hands between a willing buyer
and a willing seller, neither being under any compulsion to buy or sell and both
having reasonable knowledge of relevant facts.

Executive Summary

As will be detailed in this report, Empire has concluded that the fair market value
of a 24.64% limited partmership interest in AAAALP is reasonably stated as
$53,800,000 as of June 6, 2007, for use by Leon Black for gift tax reporting

purposes.

Sources of Information
Information wused in determining the fair market wvalue of a 24.64% limited

partnership interest in AAAALP was provided by the documents and sources listed
below:
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*  Copy of AAAALP’s Amended and Restated Limited Partmership Agreement,
dated June 8, 2006 (the “AAAALP Partnership Agreement”);

* Copy of the First Amended and Restated Limited Partnership Agreement for
AAA Investments, L.P. (the “Investment Partnership”)., dated June 8, 2006
(the “Investment Partnership Agreement™);

e  Copy of AAAALP’s audited financial statements for the period from May
31, 2006 (date of formation) to December 31, 2006;

¢ Copy of the Investment Partnership’s audited financial statements for the
period from June 15, 2006 (date of commencement of operations) (o
December 31, 2006, as contained in the financial report for AP Alternative
Assets, L.P. ("APAALP") for the period from June 15, 2006 to December
31, 2006

¢ Copy of the Investment Partnership’s audited financial statements for the
quarter ended March 31, 2007, as contained in the financial report for
APAALP as of that same date;

e Copy of the Investment Partmership’s audited financial statements for the six
months ended June 30, 2007, as contained in the financial report for
APAALP as of that same date;

¢ Copy of the Amended and Restated Limited Partnership Agreement of
Apollo Investment Fund VI, L.P. ("Fund VI”), dated August 26, 2005
(“Fund VI Partnership Agreement™);

e Copies of Amended and Restated Limited Partnership Agreements of Apollo
Overseas Partners VI, L.P.; Apollo Overseas Partners (Delaware) VI, L.P.;
Apollo Overseas Parmers (Delaware 892) VI, L.P.; and Apollo Overseas
Partners (Germany) VI, L.P. (together the “Co-Investing Entities”), and all
dated August 26, 2005

e (Copies of Management Agreements — between Fund VI and Apollo
Management VI, L.P. (*AMVILP"), dated August 26, 2005; and between
the Co-Investing Entities and AMVILP, dated August 26, 2005;

* Copy of Quarterly Report to Investors (“QR") of Fund VI for the quarter
ended December 31, 2006;
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® Copy of the Private Placement Memorandum for Fund VI (*“PPM”);

*  Projections provided by management;

¢  Ownership schedule of Mr. Black’s interests provided by the Apollo Group
(“Apollo™), as of the Valuation Date;

* Conversations and correspondence with John Suydam, Apollo’s Chief Legal
Officer; Barry Giarraputo, Chief Financial Officer for AP Alternative
Investments: and Michael Gullace, Director of Special Projects: as well as
attorneys from the firm of Weil Gotshal & Manges, LLP; and

¢  Other reviews, analyses, and research as were deemed necessary.

Apollo & Investment Partnership Overview

Founded in 1990 by a group of four experienced investment management individuals
from Drexel Burnham Lambert, the Apollo umbrella covers a wvariety of mainly
private investment vehicles. It is considered a leading global alternative asset
manager.  Alongside its traditional private equity funds, Apollo also oversees
distressed debt and mezzanine investing.  Typically, Apollo has concentrated its
investments in middle-market companies.  Apollo’s managing partners are Leon
Black, Joshua Harris, and Marc Rowan, who have worked together for more than
20 wyears and, as of June 2007, led a team of over 70 investment specialists.
Apollo has offices in New York, London, Los Angeles, Singapore, Frankfurt, and
Paris.

As of the Valuation Date, Apollo had assets under management (“AUM™) of
approximately $27 billion.  Over time, the firm hopes to assemble a balance
between its private equity and capital market funds, but as of June 2007, nearly
$20 billion was concentrated in private equity.

In the context of the Apollo funds, private equity funds raise pools of capital from
institutional investors and high net worth individuals. These funds typically seek to
acquire significant controlling ownership interests in businesses and typically invest
in the common equity or preferred stock of private and sometimes public
companies.  Private equity funds are typically structured as unregistered limited
partnership funds with terms of eight to ten years, and can contain provisions to
extend the life of the fund under certain circumstances. Investors in private equity
funds provide a commitment to the fund that is called by the fund as investments
are made and equity capital is required. Private equity fund managers typically earn
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fees as follows: (i) management fees based on the amount of invested or committed
capital; (i) transaction and advisory fees as capital is invested and portfolio
companies are managed; and (iii) a carried interest based on the performance of the
fund, which is often subject to a preferred return for investors, or “hurdle.”

Apollo’s capital market funds are essentially “hedge funds.”' Hedge funds are
typically structured as limited partmerships, limited liability companies or offshore
corporations. Hedge fund managers earn a base management fee typically based on
the net asset value ("NAV”) of the fund, and incentive fees based on a percentage
of the fund’s profits. Some hedge funds set a “hurdle rate”™ under which the fund
manager does not earn an incentive fee until the fund’s performance exceeds a
benchmark rate. Another feature common to hedge funds is the “high water mark”
under which a fund manager does not earn incentive fees until the net asset value
exceeds the highest historical value on which incentive fees were last paid.

Typical hedge fund investors include high net worth individuals and institutions.
These investors can invest and withdraw funds periodically in accordance with the
terms of the funds, which may include lock-up periods on withdrawals. Hedge
fund managers often commit a portion of their own capital in the funds they
manage to align their interests with the investors.

As of March 31, 2007, the Apollo private equity funds have collectively generated
a gross annual return of 41% and a net annualized return of 29%, since inception.
Management was forecasting existing and targeted AUM (for both private equity and
capital markets) for the end of 2007 at $43.7 billion. Over half of that amount
was in play at the end of 2006. It should be noted that the return levels achieved
by Apollo’s funds varied significantly depending on the nature of the funds and the
investments made.  This wvaluation is for a specific minority interest, which is
dependent upon the results of one fund. Therefore, the overall investment return of
Apollo may not be indicative of AAAALP’s returns given the current environment
or of AAAALP’s expected returns going forward.

The Investment Partmership is the parmership through which APAALP and
AAAALP make investments. These include investments in Apollo-sponsored private
equity funds and capital markets-focused funds. The investments in private equity
consist primary of (i) co-investments alongside private equity funds sponsored by
Apollo, and (i1) purchases of secondary interests in such funds. At the Valuation
Date, APAALP had a co-investment agreement with Fund VI, along with its

' Hedge fund is a managed portfolio that has targeted a specific return goal regardless of market
conditions and can use a wide variety of different investing strategies Lo achieve this goal, and
generally those strategies are managed and executed by a portfolio manager.
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respective parallel co-investment funds. In addition to investments in private equity,
the Investment Partnership invests in capital markets-focused funds, including the
Apollo Strategic Value Offshore Fund, Lid. (the “SVF Fund,” a debt and equity
investment fund focused on value-oriented and distressed securities), AP Investment
Europe Limited (the “Europe Fund.” a European mezzanine and leveraged debt
investment vehicle), and Apollo Asia Opportunity Offshore Fund, Lid. (the “Asia
Fund,” a wvehicle focused on wvalue driven, mezzanine and special opportunity
corporate investments in the Asia Pacific region).

At the Valuation Date, the Investment Partnership had some $1.7 billion invested in
the SVF Fund. Fund VI, the Europe Fund, and the Asia Fund (together, the “"AAA
Funds™). Each of the AAA Funds will be discussed in more detail later in this
report.

Partnership Profile

AAAALP 15 a Guernsey limited partnership that was formed on May 31, 2006
under the Limited Partnerships (Guernsey) Law, 1995, as amended (the “Law™).
The Partnership is the general partner of the Investment Partnership, and, as of the
Valuation Date, owned less than 1% of the Investment Partnership. The
Partmership earns a “carried interest” on certain Investment Partnership profits.
According to the Partmership’s financial statements, for 2006 AAAALP generated a
pre-tax loss of ($57,037) on investment income of $53,277. At the end of
December 2006, the book value of AAAALP's total assets was 51.1 million and its
partners’ deficit was ($57,699). The Partnership did not make any distributions in
2006.  However, the Partnership’s position improved in 2007,  Through the
Valuation Date, AAAALP was allocated some $23 million related to carried interest
on private equity co-investments and approximately $0.4 million was distributed 1o
AAAALP for carried interest on realized gains on private equily co-invesiments.
The Parmership’s financial statements for 2006 are presented in Exhibits A through
C.

A. Partnership Ownership

The Partnership’s general partner is AAA MIP Limited (*AAA MIP” or the “GP"),
a Guernsey limited company. According to management, Apollo Advisors VI (EH).
L.P. (“VIEHLP”) owns the 24.64% limited partnership interests in AAAALP.> The
Parmership’s Investment Manager is Apollo Alternative Assets, L.P. ("AAALP"), a

* According to management, Mr. Black indirectly owned a 24.64% limited partnership interest in
AAAALP through his 24.64% limited partnership interest in VIEHLP.

EFTA01084088



Carlyn McCaffrey, Esq.
October 4, 2007
Page 7

Caymen Islands limited partnership. AAALP is also the Investment Manager for
the Investment Partnership.

B. Qualifications as General Partner of the Investment Partnership

The Partnership has several principals. All of the principals served on numerous
boards of well-known companies and were active in civic and charitable foundations.
Brief descriptions of AAAALP’s principals’ and their qualifications are listed below.

Barry Giarraputo, with Apollo since 2006: Prior to that time, Mr. Giarraputo was
a senior managing director at Bear Stearns where he served in a variety of finance
roles over 9 years. Previous to that, Mr. Giarraputo was with the accounting and
auditing firm of PricewaterhouseCoopers LLP for 12 years where he worked in the
firm's Audit and Business Services Group and was responsible for a number of
capital markets clients including broker-dealers, money-center banks, domestic
investment companies and offshore hedge funds and related service providers. Mr.
Giarraputo has also served as an Adjunct Professor of Accounting at Baruch College
where he graduated cum laude in 1985 with a BBA in Accountancy.

John Suydam with Apollo since 2006: From 2002 through 2006, Mr. Suydam was
a partmer at O'Melveny & Myers LLP, where he served as head of Mergers &
Acquisitions and co-head of the Corporate Department. Prior to that, Mr. Suydam
served as chairman of the law firm O’Sullivan, LLP which specialized in
representing private equity investors. Mr. Suydam serves on the boards of directors
of the Big Apple Circus and Quality Distribution. Mr. Suydam received his JD
from New York University and graduated magna cum laude with a BA in History
from the State University of New York at Albany.

C. AAAALP Parinership Agreement Provisions

The following provisions of the Partnership Agreement were considered relevant to
the valuation of a 24.64% limited partnership interest. Any capitalized terms below
that have not been specifically defined elsewhere in this report shall have the
meanings set forth in the AAAALP Partnership Agreement.

+ Purpose: The principal purpose of AAAALP is to act as the General Partner
of the Investment Partnership (2.5).

« DManagement: Subject to the AAAALP Partnership Agreement, the GP has
complete and exclusive responsibility (i) for all management decisions to be
made on behalf of the Partnership and (ii) for the conduct of the business
and affairs of the Parmership, including all such decisions and all such
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business and affairs to be made or conducted by the Partnership in its
capacity as general partner of the Investment Partnership (5.1).

» Expenses: The Parmership will pay, or will reimburse the GP for, all costs
and expenses arising in connection with the organization and operations of
the Partnership (5.4a).

o Transfers: A limited partmer (“LP"”) may assign to any other partner or (o
any Related Party of such partmer all or any portion of such LP’s rights to
share in and receive allocations and distributions associated with such LP’s
Parmership share. No other transfer of any LP’s interest, whether voluntary
or involuntary, shall be valid or effective, and no transferee shall become a
substituted LP, unless the prior written consent of the GP has been obtained,
which consent may be given or withheld (6.3.)

+ Withdrawals: A LP holding Class Shares of any Class may request a
complete or partial withdrawal at any time after the Fund GP Book
Accounts, with respect to all such Classes in which the LP holds any Class
Shares, have been extinguished. The GP may require any LP to withdraw
at any time after the Fund GP Book Accounts, with respect to all such
Classes in which the LP holds any Class Shares, have been extinguished and
at such earlier time as may be consistent with the provisions of the
applicable Class Designation Schedule of each Class in which the LP holds
any Class Shares (6.4.)

* Allocation of Profits & Losses: The GP shall designate a separate Class
relating to each Fund GP Book Account by adopting a separate Class
Designation Schedule, which shall be maintained with the books and records
of the Partnership. The Class Designation Schedule for each Class shall
specify: (1) the Fund GP Book Account to which the Class relates; (2) the
number of Class Shares into which the Class is divided (or the formula or
method for dividing the Class allocations and distributions into Class Shares);
(3) the LPs from time to time holding the Class Shares comprising the
Class: and (4) such other terms applicable to the Class and the interests of
LPs therein as the GP may determine (which terms may include, among
other things, vesting provisions, eligibility or service requirements or
conditions, provisions for involuntary dilution or involuntary divestiture with
or without cause, and requirements for the grant of consideration to the
Parmmership in exchange for a Class Share in the form of -capital
contributions, restrictive covenants or both). All items of income, gain, loss,
deduction or credit derived by the Partnership from such Fund GP Book
Account shall be allocated to the Class associated with such Fund GP Book
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account and shall be apportioned among LPs in accordance with their Class
Shares with respect to such Class. Any other net income or loss shall be
allocated to the LPs in such manner as the GP may determine (3.4).

¢ Distributions: The GP is not entitled to any allocations or distributions from
the Partnership (3.2a). The GP may cause the Partnership to pay
distributions to the partners at any time.  Distributions of any amounts
derived by the Partnership from any Fund GP Book Account shall be made
to the LPs in proportion to their respective Class Shares in the Class
associated with such Fund GP Book Account, determined immediately prior
o giving effect to such distribution or as otherwise specified in the
applicable Class Designation Schedule. Distributions to any LP of amounts
relating to any Class shall be subject to reduction to reflect any items of loss
or deduction allocated to such LP with respect to any other Class or any
allocation to such partner of other net losses. Distributions of any amounts
attributable to other net profits shall be made at such times as the GP may
determine and in accordance with the manner in which such other net profits
were allocated to the LPs (4.1.)

* Reports: As soon as is practicable after the end of each taxable year, the
GP shall furnish to each LP: (i) such information as may be required to
enable each LP to properly report for U.S, federal and state income tax
purposes such LP’s distributive share of each Parmership item of income,
gain, loss, deduction, or credit for such year; and (i) a statement of the
total amount of net profit or net loss for such year and a reconciliation of
any difference between such net profit or loss and the aggregate net profits
or losses allocated by the Investment Partnership to the Partnership for such
year.

e Term: The term of the Partmership shall continue until the dissolution
(without continuation) of the Investment Partnership or the earlier of: (i) at
any tme there are no LPs, unless the business of the Partnership is
continued in accordance with the Law: and (ii) any event that results in the
GP ceasing to be a GP of the Partnership under the Law, provided that the
Partnership shall not be dissolved and required to be wound up in connection
with any such event if: (i) at the time of the occurrence of such event there
is at least one remaining GP of the Parmership who is hereby authorized to
and does carry on the business of the Partnership, or (ii) within 90 days
after the occurrence of such event, a majority of the LPs agree in writing or
vote to continue the business of the Partnership and to the appointment,
effective as of the date of such event, if required, of one or more additional
GPs of the Partnership (2.4).
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Investment Partnership Profile

The Investment Partnership commenced operations in June of 2006. In connection
with the formation of the Investment Partnership, AAAALP made a $1.0 million
cash contribution in respect of its general partner’s interest. In addition, APAALP
contributed approximately $1.8 billion (which, in turn, represented substantially all
of the cash contributions received by APAALP upon its initial offering and related
transactions). APAALP owned 100% of the lmited partnership interests of the
Investment Partnership as of the Valuation Date.

A. Investment Strategy — AAA Funds

As noted, the Investment Partnership had some $1.7 billion invested in the AAA
Funds as of the Valuation Date. A brief description of each is provided below.

Fund VI: Fund VI is a private equity partership that succeeded Funds I, II, III,
IV, and V. Fund VI closed in January 2006 with $10.1 billion of commitments.
To date, invested capital was over $2.3 billion (in 12 classic buyout investments)
with realized proceeds of $0.9 billion. The investment objective of Fund VI is to
achieve long-term capital appreciation by making investments in: (1) control or
influential minority equity and equity equivalent positions; and (2) debt or other
securities providing equity-like returns. Fund VI seeks investments across a range
of industries, markets, and regions and generally pursues individual investments
ranging in size from approximately $150 million to $600 million.

Fund VI uses three approaches to generate value: (1) classic buyouts; (2) distressed
buyouts; and (3) corporate partmer buyouts. Classic buyouts are essentially
leveraged buyouts and have tended to be in: (1) sitwations that involved
consolidation through merger or follow-on acquisitions: (2) carve-outs of larger
organizations looking to shed non-core assets; (3) situations in which the seller had
difficult tax or accounting goals; or (4) sitations in which the business plan
involved substantial departures from past practice to maximize the wvalue of is
assets. In terms of geographic orientation, without the consent of its Advisory
Board, Fund VI may not invest more than 25% of its aggregate commitments in
securities of issuers organized and operating primarily outside of North America.

SVF Fund: The SVF Fund was formed to invest in absolute-value investment
opportunities, primarily among the securities of distressed companies in North
America and Europe. The fund invests in the securities of leveraged companies
using three primary strategies: (1) distressed investments (primarily a long-only
strategy focused on the debt securities of companies in the periods before, during,
and after bankruptcy); (2) value driven investments (long and short investments that

EFTA01084092



Carlyn McCaffrey, Esq.
October 4, 2007
Page 11

span the capital structure of leveraged companies and seek to profit from identified
catalysts that will typically develop within six to nine months from the initial
investments); and (3) special opportunities (primarily a long only strategy focused on
control opportunities and illiquid securities).

At the end of 2006, the SVF Fund had investments in securities with a fair value
of approximately $553.8 million. By type, about half of its investment portfolio
was invested in corporate debt, with the remainder split between bank loans and
common stock. Most (i.e., some 85%) of the investment portfolio was invested in
North American companies, and distributed over several industries. Since inception,
the SVF Fund has generated a 22.9% gross annualized return and a 16.0% net
annualized return.

Asia Fund: The Asia Fund is a private equity partnership that seeks to generate
attractive risk-adjusted returns across market cycles by capitalizing on investment
opportunities in the Asian markets. This fund primarily invests in the securities of
public and private companies in need of capital for acquisitions, refinancings,
monetization of assets and distressed financings, among other special situations. The
Asia Fund commenced operations in December of 2006 with $200.0 million of
committed capital from Apollo Alternative Assets, LP. and made its first investment
in February of 2007. Since its inception, the Asia Fund had generated a 33.6%
gross annualized return and a 24.4% net annualized return.

Europe Fund: The Europe Fund is a limited liability Guernsey incorporated
investment company that commenced operations in July 2006 with 3250 million in
invested capital from APAALP. This is a capital markets fund that invests in
mezzanine, debt, and equity investments of both public and private, companies
primarily located in Europe (although the Europe Fund had a significant portion of
its portfolio invested in North American companies at the Waluation Date). This
fund seeks to generate current income and capital appreciation. As of the Valuation
Date, about half of the Europe Fund’s investments were in the form of bank loans,
with the remainder in notes receivable and corporate debt, and allocated across a
spectrum of industries. From its inception, this fund had generated a 17.8% gross
annualized return and a 12.0% net annualized return.

B. Economic Structure
The economic structure of the Investment Partnership is outlined below, based on
the terms set forth in the Investment Partnership Agreement. Any capitalized terms

below that have not been specifically defined elsewhere in this report shall have the
meanings set forth in the Investment Partnership Agreement.
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# DManagement Fees: Paid to AAALP rather than to AAAALP. AAAALP is
paid an incentive allocation as described later in this section.

+ Investment Pools & Book Accounts: The Investment Partnership maintains a
series of memorandum accounts referred to as Investment Pools to reflect, on
a segregated basis, the assets, liabilities, and investment results, of: (i) each
investment in an Apollo Fund: (i) each series of Co-investments made
pursuant to a single Committed Co-investment Facility; (iii) each Additional
Investment; and (iv) all Temporary Investments. For each Investment Pool,
the Investment Partmership shall maintain for each partner a memorandum
account referred to as a Book Account to reflect such partner’s financial
participation in the investment results of such Investment Pool. A separate
new Investment Pool shall be established whenever the Investment
Parmership: (i) enters into a new Committed Co-investment Facility: (ii)
makes a new additional investment; (iii) makes a new commitment (o any
Apollo Fund that requires investors to make capital commitments; or (iv)
makes a new purchase of equity interests in any Apollo Fund that does not
require investors to make capital commitments. Whenever a new Investment
Pool is established, a new Book Account and a Pool Share shall be
established for each partner with respect to such Investment Pool. When all
investment positions in an Investment Pool have been liguidated and all
investment operations to be conducted therein have been completed, such
Investment Pool and the Book Accounts associated with such Investment Pool
shall be closed. Any balances remaining in any such Book Account of a
partner at that time shall be transferred to such partner’s Temporary Book
Account (3.4).

¢ Incentive Allocation or “Carried” Interesis: Each investment that is made
by the Investment Partnership is subject to one carried interest, which will
generally entitle an affiliate of Apollo to receive a portion of the profils
generated by the investment. There will not be any duplication of carried
interest on a given investment. In particular:
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1) Private Equity Fund Investments: The general partmer of each Apollo-
sponsored private equity fund in which an investment is made is generally
entitled to a carried interest that will allocate to it 20% of the net returns
generated by the fund after capital contributions in respect of realized
investments and expenses have been returned to limited partners and subject
to realized gains and losses of portfolio investiments will not be netted
across funds and each carried interest will apply only to the results of an
individual fund.

2) Co-investment Facilities: AAAALP as the general partner, is generally
entitled to a carried interest that will allocate to it 20% of the realized
gains on each co-investment made pursuant to a co-investment facility (such
as the agreement with Fund VI) after capital contributions in respect of
realized investments made pursuant to that co-investment facility have been
recovered. The general partmer’s carried interest in respect of each
investment made pursuant to the co-investment agreement with Fund VI is
subject to the Investment Partnership first achieving a preferred return of
&% per annum on the capital invested pursuant to the agreement. Once
such preferred return has been achieved, the general partner will be entitled
to the next 2% (25% of 8%) of net realized gains and, thereafter, such
gains will be allocated as 80% to the Investment Partnership and as to 20%
to AAAALP. Realized gains and losses on investments made pursuant to
one co-investment facility will not be netted against other co-investment
facilities in future Apollo private equity funds.

3) SVF Fund: An affiliate of Apollo will be entitled to a carried interest for
each year amounting to 20% of any appreciation in net asset value, subject
to first making up any losses carried forward from prior years other than
losses attributable to capital that the Investment Partnership withdraws from
the SVF Fund after losses were incurred.

4) Europe Fund: An affiliate of Apollo will be entitled to receive a
performance-based incentive fee in respect of the Europe Fund.  The
general partner will be entitled to receive a carried interest in respect (o
Apollo Investment Corporation (“AIC™) Co-investments. The fee for the
Europe Fund and the carried interest for AIC Co-investments is calculated
in two parts: the first payable quarterly and calculated as 20% of the
investment income (excluding any realized capital gain) on investments of
the Europe Fund or AIC Co-Investments (as the case may be), subject to a
preferred return of 7% per annum (with a full catch-up) and the second
payable annually and calculated as 20% of the realized capital gains of the
Europe Fund or AIC Co-investments (as may be the case) and in each case
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net of realized capital losses and unrealized capital depreciation.  The
performance of the Europe Fund will not be netted against the performance
of AIC Co-investments.

5) Asia Fund: For an interim period, an affiliate of Apollo will be entitled to
a carried interest that will allocate to it 20% of the realized returns of
returns on each investment made by this fund. Realized gains and losses
on one such investment will not be netted against any other such
investments. If and when significant third party investors are admitted to
the aforementioned fund, it is anticipated that the carried interest payable in
respect of investments made by such fund will be subject to change.

6) Additonal Investments: The general partner is generally entitled to a carried
interest that will allocate to it 20% of the realized returns of each of the
additional investments made by the Investment Partnership. Realized gains
and losses on an additional investment will not be netted against any other
additional investments. The general partner will not be entitled to a carried
interest in respect to temporary investments (3.5).

+ Operating Expenses: The Investment Partnership shall pay all costs and
expenses arising in connection with its operations (4.3).

+ Withdrawal: AAAALP, as the general partner, may withdraw from the
Investment Partnership only with the prior written consent of the APAALP
and upon AAAALP’s appointment of a replacement general partner that
agrees to assume the rights and undertake the obligations of AAAALP under
the Investment Partnership Agreement. The general partner may voluntarily
withdraw any portion of its interest attributable to the general partner’s
Incentive Allocations at any time (3.5).

¢ Term: The Investment Partmership shall be dissolved upon the first to occur
of the following: (i) the bankruptcy, insolvency, dissolution or liquidation of
AAAALP; (i) the election of AAAALP and the consent of the APAALP; or
(ii1) the dissolution or liquidation of APAALP (or the making of a definitive
determination to initiate such a dissolution or liquidation). In the event of
the bankruptcy, insolvency, dissolution or liguidation of AAAALP, the
Investment Partnership shall not be dissolved if, within 90 days of the date
of such bankruptcy, insolvency, dissolution or liquidation, the remaining
partners agree in writing to the continuation of the Investment Partnership’s
business and a new general pariner that is an affiliate of AAAALP or the
Investment Manager (i.e., AAALP) assumes the rights and undertakes the
obligations of AAAALP (6.1).
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C. Financial Position & Summary of Investments

As of March 31, 2007, the Investment Partnership’s investments had a fair value of
$1.3 billion, net assets were $2.0 billion, and partners’ capital was 351.8 billion.
By the WValuation Date, the fair value of investments was closer to $1.7 billion.
The Investment Partnership’s total annualized return for 2007 (through the Valuation
Date) was approximately 20%. As can be seen in Exhibit D, as of March 31,
2007, just under half of the investment portfolio was invested in the SVF Fund,
279% in the Europe Fund, 17.5% in Fund VI, and 5.2% in the Asia Fund.
Between March 31, 2007 and the WValuation Date, the Investment Partnership’s
portfolio had shifted so that close to a third of its investments were in Fund VI

Below is a brief description of the Investment Partnership’s co-investments and
commitments as of May 18, 2007, as taken from the APAALP March 31, 2007
financial statements.

Table I
Investment Partnership’s Investments
Company Name Company Description
Berry Plastics Group, Inc, One of the world’s leading manufacturers and

suppliers of value-added plastic packaging products.

CEVA Logistics Formerly TNT Group’s logistics division which
employs approximately 38,000 transportation people,
operates in 26 countries and manages 7.4 million
sguare meters of warehouse space.

Countrywide ple The leading provider of residental real estate
services in the UK. The company has a leading
market position in all ol its business areas in the
UK with the number one market share in residential
property sales, residential property lettings and
properly management, ArTANZING mOrlgages, insurance
and related financial products, surveying and
valuation services [or mortgage lenders and
prospective homebuyers, and residential property
CONVEYANCE SErvIces.

Jacurzi Brands A global leader in whirlpool baths, outdoor spas and
shower prodocts marketed under the Jacuzzi
Sundance Spas, Batheraft, and Astracast brands.
Upon the completion of Apollo’™s investment in
Jacuzzi Brands, the Zurn business unit of Jacurz
Brands was acquired by Rexnord Corporation.

Momentive Performance Materials | Formerly General Electric’s advanced materials
Holdings, Inc. division, which manufactures silicone-based products
(including sealants, urethane additives, and
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Company Name

Company Description

adhesives), high-purity fused quartz and ceramics
materials, and employs over 5,000 people
worldwide.

MNoranda Aluwminum

A vertically integrated producer of commodity grade
primary aluminum a5 well as high quality rolled
colls.  Through a 50050 joint venture with Century
Aluminum, Noranda owns a bauxite mine in Jamaica
and an alumina refinery in Gramercy, LA
Gramercy supplies alumina (primary input 10 make
aluminum) o Moranda’s 100% owned aluminum
smelter in New Madrid, MO, which produces 10%
ol North America’s primacy aluminum production.
Through four world-class rolling mills, Noranda
produces 22% of North America’s aluminum foil
and light gauge sheet. Noranda's target markets are
in the U.5. and Mexico.

Oceamia Cruises

A leading cruise line focused on the destination-
oriented, upper premium cruise market.  Oceania
owns three 684-berth vessels and offers iineraries in
the Mediterranean, Far East, South America, the
Caribbean, Australia and MNew Zealand.

Realogy

Leading provider of residential real estate and
relocation services in the world.  Through 1ts
portfolio of leading brands (Coldwell Banker,
Century 21, Sotheby’s International Realty, ERA,
Corcoran Group and Coldwell Banker Commercial),
Realogy is the world’s largest real estate brokerage
franchisor and the largest U5, residential real estae
brokerage firm. Realogy 18 also the largest U.S.
provider and a leading global provider of outsourced
emplovee relocation services, as well as a provider
of utle and settlement services.

Rexnord Corporation

A leading diversified, mult-platform manufaciurer of
highly-engineered prodocts primarily focused on the
power Iransmission and water management Seclors.
Concurrent with Apollo’s imvestment in Jacuzz
Brands, the Zurn water management business unit of
Jacuzzi Brands was acquired by Rexnord

Verso Paper Holdings, LLC

Formerly International Paper’s coated papers
division, which produces annually approximately 2
million tons of coated freesheet and coated
groundwood papers for the magarine, catalog and
retail insert markets.

Harrahs Entertainment, Inc.

One of the premier gaming and lodging companies
in the world, with a #1 or #2 share in each market
i which it competes.  The company owns, operates,
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Company Name Company Description

or manages 56 casinos in eight countries,
representing approximately 40,000 hotel rooms and 3
million square feet of casing gaming space under the
Harrah’s, Caesars, Horseshoe and Bally's brand
names, among others.

Economic, Industry & Company Outlook

In the appraisal of any company, the general economic factors prevailing at the
valuation date, as well as those foreseen then, must be considered. Assimilation of
these facts and forecasts provides insight into the economic climate in which
investors are dealing.  Although individual factors may or may not have a direct
impact upon a particular industry, the overall economy and its outlook have a
strong influence on how investors perceive investment opportunities.

A. General Economy

For this analysis, the general economic climate that prevailed through the second
quarter of 2007 was considered, as was the outlook for the domestic economy.
This section of the report contains an overview of selected economic factors, such
as gross domestic product (“GDP”), inflation, and U.5. monetary and fiscal policy.

The WValue Line forecast closest to the WValuation Date was utilized, as it was
considered to be most reasonable. In its Quarterly Economic Review, dated May
25, 2007, Value Line maintained that the economy was on a slow yet sustainable
growth path that should see the nation’s GDP increase by an average of little more
than 2% over the next several quarters. A modestly stronger pace of business
activity was then likely to take hold in 2008. Value Line believed the possibility
of a recession remained, but that the odds of such an occurrence were remote.
The principal risks included a series of missteps by the Fed, resource bottlenecks
stemming from high factory utilization rates, an increase in inflation, a sustained
rise in energy prices, or deterioration in the global arena.

The economy slowed abruptly in the past year, with the rate of growth declining
from a high of 5.6% in the first quarter 2006 to just 1.3% in 2007’s first quarter.
However, supported by increases in the rates of manufacturing activity and industrial
production and a likely increase in non-residential construction spending, Value Line
expected growth to return to the 2% range for the remainder of 2007. GDP
growth of 2.5% to 3.0% was then expected for 2008. This forecast assumed that
the Fed would voie for between one and three interest rate cuts, that the auto
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market would enjoy somewhat stronger demand, and that both the consumer and
capital goods sectors would stabilize at comfortable levels. In addition, housing
would no longer be a drag on the economy, oil prices were expected to hold near
then-current levels, and global events would be neither supportive nor disruptive, on
balance.

According to Value Line, the rate of inflation should gradually decline, with the
core rate stabilizing at approximately 2%. In 2006, producer prices rose 2.9%
versus a gain of 4.9% in 2005, while consumer prices rose 3.2%, down from
3.4% in 2005. Producer prices were expected to increase by 4.8% in 2007, and
consumer prices were expected to increase by 3.5%. The change in industrial
production was estimated to be 1.9% in 2007, and was expected o average 2.6%
from 2008 through 2011.

While the Fed opted to leave interest rates unchanged at its May Federal Open
Market Committee meeting, Value Line expected the Fed to vote for interest rate
cuts over the next year. The three-month Treasury bill rate was 4.9% at the
publication date and was expected to increase slightly to 5.0% in the second quarter
of 2007. The Prime Lending Rate was 8.25% at the publication date and was
forecast to fluctuate between 7.9% and 8.5% through 2011. Value Line believed
that the Fed would maintain a stable monetary policy.

With regard to corporate earnings, Value Line thought earnings were up 5% (o
10% in the first quarter of 2007, and that gains near that level would continue for
the year despite the expectation that GDP may not rise by more than 2.0%. A
similar rate of earnings improvement was forecasted for 2008.

In sum, Value Line was forecasting real, inflation-adjusted GDP to rise at a rate of
2.0% for all of 2007. Longer-term projections called for real GDP growth to
increase from 2.6% in 2008 to 3.3% in 2011, based on assumptions that oil prices
would decline, that the Fed would maintain short-term interest rates at relatively
constant levels through 2011, and that there would be no marked change for the
worse on the global front.

B. Industry Outlook for Private Equity Investing

According to a January 11, 2007, Wall Street Journal Online (*WSJO™) article.’
U.S. private-equity firms raised a record amount of money last year, with 322
funds collecting a total of $215.4 billion. In many instances, with buyout firms
chasing larger acquisitions, and institutional investors investing greater sums in the

Y Wall Street Journal Online, www.wsj.com, “Private-Equity Firms Raked In Record Amounts Last
Year”, January 11, 2007.
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asset class, U.S. private- equity firms raised 33% more capital than levels recorded
in 2005. This figure also surpassed the prior record set in 2000, wherein $177.1
billion in capital was raised.

More specifically, leveraged buyout firms, which purchased companies in order to
sell them for a profit a few years later, raised $148.8 billion or 69% of total U.S.
capital raised. Typically, these firms were taking advantage of lower financing
costs, as many of these funds completed larger acquisitions and invested their
capital quite rapidly. In addition, close to half of all of the money raised by
leveraged buyout firms was collected by eight firms with established funds of $5
billion or more. Among them were Bain Capital, First Reserve Corp., Kohlberg
Kravis Roberts & Co. and Texas Pacific Group. Meanwhile, the Blackstone Group,
based in New York, was raising a buyout fund that was expected to collect $20
billion, possibly becoming the largest private-equity fund ever raised.

Conversely, U.S. venture-capital firms represented just 11.7% of total capital raised,
with 119 funds raising $25.1 billion. Last year’s pace (2006) was similar to levels
observed in 2005, when 151 funds raised $25.7 billion. In the past, U.S. venture-
capital firms used to account for a larger share of the overall industry, particularly
in 1999 and 2000, when most of the money was invested into young Internet
companies.  Indeed, many investors soured on venture-capital funds and instead
preferred to commit capital to established managers. Approximately 20% of venture
capital dollars were raised by just two firms: New Enterprise Associates and Oak
Investment Partners. Taken together, these firms often invested in more mature
companies which carried less risk.  Looking ahead, private-equity firms were
expected to maintain a vigorous fund-raising pace for 2007, driven again by
leveraged buyout firms.

A December 18, 2006, CNN Money article’ stated that the merger boom was
primarily fueled by low interest rates, rising stock prices, plenty of money in the
debt markets and greater risk tolerance among investors worldwide. According to
the director of the Center for Private Equity and Entrepreneurship at Dartmouth’s
Tuck School of Business, he characterized the private equity market as “going like
a house afire.” Nevertheless, a downturn in economic growth would likely hurt the
industry.  Another threat included the possibility of a further pickup in inflation,
which could fuel higher interest rates, and hence push up borrowing costs.

Proceeding into 2007, it was expected that buyout firms would look for deals in
industries that had not already peen picked over. One analyst mentioned in the
article believed that the health care, media, financial services and retail segments

Y CNN Money, www cnnmoney.com, “After the buyout boom: The Bust?”, December |8, 2006,
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would be at the center of most of the active private equity deals in 2007. In
2006, private-equity funds targeted the technology, manufacturing and consumer
products segments.

As presented in a October 8, 2006, BusinessWeek article,” many public and private
pension funds desired to invest in the private equity market, where returns can be
as high as 50%. As noted, private equity firms were raising greater funds, and
hence pursued larger deals. In the past, private equity firms acquired small to
medium sized businesses, in sectors such as machine parts. However, this trend
was shifting and the trend towards larger deals was expected to continue.

The outlook for private equity was favorable, despite the lower likelihood that the
category would continue to set records at its current pace. Nonetheless,
BusinessWeek felt that a slowdown in the current pace would be favorable, and
easing growth would discourage investors from bidding up the value of deals to
bubble-like levels. Furthermore, some experts worried that debt levels were
becoming too high for many companies. If an economic slowdown were to take
place, it would make it difficult for companies to service debt with adequate
earnings.

Highlighted in a November 23, 2006°, Standard & Poor’s (“S&P”) industry report,
private equity buyouts were becoming a dominant part of the global M&A market.
Similar to the foregoing, S&P believed the broader strength was attributed to the
following: (1) greater funds raised by institutional and wealthy investors searching
for higher returns; and (2) low interest rates and low relative costs of debt.
Furthermore, in August 2006, private equity funds held approximately $297 billion
in uncalled capital, according to Private Equity Intelligence. This implied that a
high level of activity would likely continue, so long as debt was cheap and buyout
opportunities still remained.

In a press release dated January 29, 2007," Thomson Financial stated that private
equity performance was characterized as extremely steady for both the short and
long term horizon categories, during the period ended September 30, 2006. To be
more specific, the short term performance of venture capital firms was down
slightly from the prior period, with one-year returns at approximately 10.8% for the
one-year period ended third quarter 2006, compared to 13.7% for the second
quarter. As a whole, venture capital returns were “very predictable™ over the last
several quarters, with five-year returns slowly improving, and all other time

* BusinessWeek, “Private Equity Keeps Booming™, October 8, 2006.
" Standard & Poors, “Industry Surveys: Investment Services”, November 23, 2006.
" Thomson Financial, “Private Equity Performance Remains Steady In Q3 20067, January 29, 2007.
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horizons remained consistent. Separately, the performance of the buyout category
declined slightly, posting returns of 23.6% for the period ended third quarter 2006,
compared to 26.2% for the second quarter 2006. Ten- and twenty-year buyout
returns were also steady, at 8.8% and 13.2%, respectively.

C. Partnership Outlook

The outlook for the Partnership was dependent upon the performance of the
Investment Partnership and, in turn, the performance of the Investment Partmership’s
investments. AAAALP’s main source of income is the carried interest fee
generated by certain investment returns (as of the Valuation Date, Fund VI) and
distributed to the Partmership.  As noted, Fund VI generates carried interest
payments as investment gains are realized and in excess of its preferred return due
o its limited partners.

Valuation of AAA Associates, L.P.

The purpose of the valuation section is to incorporate the information considered
and/or presented previously into a quantitative representation, thus assigning a value
to the ownership privileges of the closely-held entity. The valuation methodology
reflects the analyst’s expectation of how free and open capital markets would assign
value to the economic activities of the business asset under analysis.

A. Valuation Methodologies

There are a number of generally accepted methods in use for valuing a closely-held
business asset, none of which is necessarily superior to the others. It is more a
question as to which of the methods or combination of methods is best suited to
the business, industry, and economic circumstances of the particular company being
appraised at a specific valuation date. The purpose of the engagement and the
percentage of equity being valued are additional factors to be considered when
selecting a wvaluation method.

The following discussion summarizes the most generally accepted valuation methods.

Adjusted Net Asset Value Method: Adjusted NAV is a method that focuses
primarily on the balance sheet. It requires restatement of the company’s assets and
liabilities in order to reflect their market values. Application of this method is
most useful in determining a fully marketable controlling interest (i.e., enterprise)
value. However, the method’s relevance generally weakens when valuing a
minority or other ownership interest in a going concern which lacks the right to
liquidate assets or sell the business.  Exceptions are when liquidation of the
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business 1s considered highly probable, when the realizable wvalue of its assets
equals, or exceeds, the wvalue of its distributions to its owners, or when the
company’s value is tied directly to the value of its underlying investments.

The interest in question is a limited partnership interest that does not have the
power to sell and distribute the Partnership’s assets.  Further, the Partnership’s
value is driven by its cash flows from the carried interest. Therefore, an assel-
based methodology was not used to wvalue a limited partership interest in
AAAALP.

Capitalization of Income Method: The capitalization of income method utilizes
historical results to determine the value of a company’s owners’ capital. An
income base is first derived, and then divided (i.e., capitalized) by a separately
computed required rate of return, or capitalization (“cap”) rate. The income base
can be defined variously as a company’s adjusted earnings, cash flows, or
dividends. For the cap rate to be appropriate, it must correspond to the specific
inputs used in developing the income base.

Generally, this method is considered a reasonable one to use in valuing a going
concern.  However, its application weakens when a company’s historical income,
even when adjusted, is not considered to be a good proxy for that expected in the
future.

As noted, the Partnership had only been in operation for approximately one year as
of the Valuation Date and, therefore, did not have much of a cash flow history to
capitalize. Since its historical results are not a good proxy for future cash flows,
this methodology was not employed in valuing a limited partnership interest in
AAAALP.

Guideline Company Method: The objective of the guideline company valuation
technique is to identify business entities that have publicly traded securities, and
business and financial risks which are comparable to those of the entity being
valued. The pricing multiples of the selected public companies are then used to
derive a market value for the company under analysis.

This methodology was not applied directly in valuing the Partnership since it was
significantly different in expected life and size relative to the publicly traded
companies identified with operations similar o AAAALP. However, betas for
companies in similar lines of business were used to derive a required rate of return
for a limited partnership interest in AAAALP.
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Guideline Transaction Method: Similar to the guideline company method, the
objective of the guideline transaction valuation technique is to identify firms that
have been acquired, and that have business and financial risks that are comparable
o those of the subject company. The pricing multiples implied by the selected
transactions are then used to derive a market value for the capital of the company
under analysis.

Using several transaction databases, a search was conducted for acquisitions of
companies similar to the Partnership, however, none were found that were
appropriate to use in a guideline transaction approach. Also, it should be noted
that the interest in question is a minority, limited partnership interests that does not
have the ability to sell the Partnership or its assets, while the multiples derived
from the databases are on a controlling interest basis and often incorporate synergies
expected by the buyer. Therefore, this methodology was not applied in valuing a
limited partmership interest in AAAALP.

Discounted Future Income Method: The discounted future income method can use
cash flows or earnings (“DFE™) as a basis to forecast the income which the
business will generate. Thereafter, an aggregate present value is calculated for the
future cash flows using a required rate of return known as the discount rate. The
strength of this method is that it facilitates the analysis of operational practices and
their impact upon the business’ value. Its weakness, however, is that it relies
heavily upon projections of cash flows or net income which, for some firms, are
difficult to make with any accuracy.

Management provided and Empire reviewed the Partnership’s earnings projections,
based on the expected performance of its underlying investment assets. As such,
the DFE methodology was used to value a limited partmership interest in AAAALP
as of the Valuation Date.

B. Qutline of Valuation Process

A DFE analysis was conducted for AAAALP using projections provided by
management and rates of return calculated by Empire.  The guideline company
methodology provided some benchmarks for aiding in the establishment of a rate of
return. A pass-through premium was considered due to the fact that there are no
income taxes at the Partnership level. Lastly, a discount for lack of marketability

was selected based on factors limiting the liguidity of a limited partnership interest
in AAAALP.
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C. Discounted Future Earnings Analysis

Modern financial theory holds the value of any asset to be a function of several
interrelated factors:

® The stream of benefits the owner of the asset expects to receive;
® The timing of the receipt of these benefits; and
® The risk borne by the owner.

Thus, appraisal methodologies rely on the premise that the value of a business
enterprise is equal to the present value of the income that it can expect to generate
going  forward. From an investor’s standpoint, these future income streams
represent the dividend-paying (i.e., distribution-paying) capacity of the company or,
in the case of a leveraged company, monies available for all invested capital (i.e.,
interest-bearing debt plus owners’ capital).

In order to complete a DFE analysis, it is necessary to develop an explicit forecast
for AAAALP’s earnings together with a required rate of return by which they can
be discounted back to their present value.

Projected Future Earnings: Exhibit E shows the projections for AAAALP as they
were provided to Empire by management. The following table also shows the
primary inputs related to AAAALP's projected earnings.

Table II
AAAALP Projections
($ in 000,000s)

2007 2008 2009 2010 2011 Horizon
Carried Interest 1.5 5.5 26.3 100.2 168 4 168.4
Operating Expense Ratio 45.0% 45.0% 45.0% 45.0% 45.0% 45.0%
Operating Expenses (0.7 (2.5) i(11.8) (45.1) {75.8) (75_8)
Adjusted Pre-Tax Inc. (.8 3.0 14.5 55.1 92.6 92.6
Tax Rate (Empire Adj.) 42% 42% 42 % 42% 42% 42%
Estimated Taxes (0.4) i(1.3) (6.1) (23.2) (38.9) (38.9)
Net Income 0.5 1.8 5.4 32.0 53.7 537

The key assumptions for the inputs were:

® The carried interest cash flow was based upon the formula outlined
previously in this report as per the Investment Parmership Agreement.
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® (Qperating expenses were projected by management.

¢ Fund VI would be replaced by a subsequent fund (i.e., there will always
be an underlying fund from which the Partnership receives its carried
interest.

As can be seen in Exhibit E, AAAALP’s net income was forecast to increase from
$0.5 million in 2007 to $53.7 million in 2011. These figures were deemed
reasonable projections for AAAALP's future earnings. For the horizon value,
2011°s $53.7 million was increased in perpetuity by a long-term growth rate of
4.0%. This rate was based on discussions with management, Value Line’s long-
term inflation projections, and the long-term outlook for the Partnership’s industry.
All of these net income numbers were then discounted back to their present values.
A discussion of the income tax variable is presented in the Valuation section of this
report, in conjunction with an argument for a pass-through premium.

Derivation of the Required Rate of Return: The discount rate selected represents
the required rate of return that an investor would demand at a point in tme in
order to invest in AAAALP. The selected rate would need to account for the
inherent risks associated with the Partnership.

Weighted Average Cost of Capital: The discount rate, or the rate of return that
investors require, incorporates the following elements:

* A “risk-free rate,” which generally is the rate available on instruments
considered to have no default risk, such as U.S. Treasuries. The risk-free
rate compensates the investor for renting out their money and for the
expected loss of purchasing power (inflation) during the holding period.

e A premium for risk, which incorporates the degree of uncertainty as to the
realization of the expected return. The risk premium includes: (1) systematic
risk related to the movements in returns on the investment market in general;
and (2) unsystematic risk, which is risk specific to the subject investment.

* A company’s cost of debt.

e A company’s capital structure, i.e. the percentage of total invested capital
that is debt and equity.

This discount rate, or weighted average cost of capital (*"WACC?"), reflects current

rates of return seen in the public capital markets plus a number of company- and
industry-specific  factors. Two benchmarks have been developed to assist in
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selection of the discount rate for AAAALP. These benchmarks are the build-up
and Capital Asset Pricing Model (*CAPM") methods.

In order to determine an appropriate required rate of return, i.e. discount rate, for
AAAALP, return information from Ibbotson and general market rates of return were
considered.

Cost of Equity: The two benchmark methods were reviewed separately in order to
derive the Partmership’s cost of equity.

Build-Up Method: The expected equity discount rate to be derived for an entity
represents the required rate of return that an investor would demand at a point in
time in order to hold its equity. This expected equity discount rate incorporates an
expected equity risk premium, which can be defined as the additional return an
investor expects to receive to compensate for the additional risk associated with
investing in equities as opposed to investing in riskless assets.

The expected equity risk premium is an essential component of most cost of equity
estimation models, including the CAPM and build-up approach. It is important to
note that the expected equity risk premium, as used in standard valuation models, is
a forward looking concept, i.e., it should reflect the best estimate of what investors
think the equity risk premium will be going forward. Unfortunately, the expected
equity risk premium is not directly observable in the market, but must be estimated
by analyzing and adjusting historical equity return data. [See Stocks, Bonds, Bills
and Inflation, Chapter Five, Ibbotson Associates“’]

Ibbotson Associates (“Ibbotson™) analyzes and presents historical annual equity rate
of return data.” Ibboison considers historical equity returns and long term trends in
price/earnings (“P/E”) ratios. The expected equity risk premium should also
consider the impact of investment horizon on realized equity premiums; specifically
the arithmetic mean of multi-year holding periods differs from and is lower than the
arithmetic mean of one-year holding periods based upon historical equity returns.
According to Ibbotson’s studies, the expected return of the market (specifically the
S&P 500) in excess of the risk-free rate (the equity risk premium) based on a study
of actual returns of one-year holding periods from January 1926 to December 2006,

8 Stocks, Bonds, Bills and Inflation: Valuarion Edition 2007 Yearbook, Ibbolson Associates, 2007,
Chicago, Illinois.

y Ihid.
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is 6.35%". Given the aforementioned data and analysis, Empire has selected a
6.0% expected equity risk premium as appropriate as of the Valuation Date.

Ibbotson also identifies a small-company premium based on a market value-weighted
index of micro capitalization stocks (non-beta adjusted) which trade on the NYSE,
the AMEX and the NASDAQ. This latter 1.03% premium recognizes that equity
holders demand higher returns from companies that are riskier by virtue of their
smaller revenue base and capitalization. As of December 2006, Ibbotson identified
micro capitalization stocks as stocks of companies with market capitalizations
between $2.86 billion and $4.09 billion (decile 4" of a size-weighted portfolio of
NYSE. AMEX and NASDAQ publicly traded cnmpanies}”. Since the risk-free rate
(using twenty-year Treasuries as a proxy) was 5.17% at the Valuation Date, the
total required return for small capitalization companies was 12.20%. Please see
Exhibit F-1.

CAPM:  As noted, the Partmership’s cost of equity estimate has also been
developed with the CAPM. The CAPM is a model that is commonly used to
obtain discount rates for valuation purposes. The basic logic of the CAPM model
15 that a project’s risk premium is determined by the sensitivity of its cash flows to
changes in aggregate wealth (“systematic risk,” measured by Beta). This model has
been one of the primary underpinnings of applied work in finance due to its
simple, intuitive logic and ease of application.

The model used to develop our estimates of cost of equity is as follows:

K: = R + Ry (Beta) + R

Where:
Ke = Cost of Equity
Rr = Risk free rate of return
Ry = Market Risk Premium
Ra = Small Company Risk Premium
peta = Sensitivity of the security to changes in the

market

" Ibid, Supply Side Equity Risk Premium, Table 5-6, page 98,
"' The decile selection was based on the assumption that AAVLP was a part of Apollo, a business

with aggregate value appropriate for decile 4.
'* Ibid, Chapter Seven, Table 7-2, page 131.
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The cost of equity, K. was identified based upon publicly available information.
Betas of a group of selected U.S.-traded guideline companies were obtained from
the Bloomberg Network. These firms are in similar lines of business to that of
AAAALP. Since we are measuring the carried fee income portion of the business
we selected companies that earn much of their fees from carry income.  Brief
descriptions of these companies are provided in Exhibit F-2. The betas were first
unlevered based upon the respective firms’ capital structures, then relevered based
upon AAAALP’s expected long-term debt-to-equity ratio. The debt-to-equity ratio
utilized for the Partnership was 0% debt to 100% equity and was based upon the
range of debt-to-equity ratios of the public companies as well as the Partnership’s
own debt-to-equity ratio. Management noted that while the Parmership had some
debt on its balance sheet it vear end 2006, it had none at the Valuation Date.
Please see Exhibit F-3.

The resulting cost of equity of 11.00% is based upon a selected (unlevered) beta
factor of 0.80 and capital structure of 0% debt and 100% equity. Please see
Exhibit F-4. It should be noted that a beta factor of 0.80 was selected because the
companies that most resembled AAAALP had betas that were below the average of
the sample.

Selected Base Cost of Equity: As can be seen in the following table, taking all of
these factors into account, the base cost of equity selected for AAAALPs was
12.0%.  Since the revenue generated by the Parinership i1s based on carry
payments, which tend to have more risk than management fees, Empire selected an
equity rate that was toward the higher end of the range indicated by the two
methods.

Table III
Equity Discount Rate
Method Equity Rate
Build-Up 12.20%
CAPM 11.00%
Concluded Base Equity Rate 12,005

Market Indices and Benchmarks: As a benchmark reference for the industry in
general, for the one vyear period ending March 31, 2007, Cambridge Associates
LLC provided the data in Table III on U.S. private equity returns. Additionally,
over the past ten years, Cambridge Associates LLC reported the information on
private equity funds as presented in the following tables.

EFTA01084110



Carlyn McCaffrey, Esq.
October 4, 2007

Page 29

Table IV

U.S. Private Equity Index® Compared
To Other Market Indices = One Year Return

As of March 31, 2007

Index Return %
U.S. Private Equity Index™ 28.63
Dow Jomes Industrial Average 13.83
Russell 1000% 11.84
S&P 500 11.83
Dow Jones Wilshire 5000 11.33
Dow Jones Small Cap 650
Dow Jomes Top Cap 15.55
Lehman Brother Gov't Corp Bond Index 638
Russell 2000% 5.91
Nasdag Composite 3.50
Table V
Private Equity Returns
As of March 31, 2007
Mean Net to Median Net
Limited to Limited Number
Vintage Year | Partners (%) | Partners (%) of Funds
1996 10.34 8.01 37
1997 6.39 602 46
1998 8.23 Q.63 48
1999 14.40 12.15 55
2000 18.57 14.65 69
2001 33.40 19.54 16
2002 29.16 22.10 33
2003 36.11 24.68 20
2004 23.39 13,80 56
2005 15.52 (5.76) 57
2006 i1.96) (10.17) 32

Additionally the following portfolios were reviewed for the period of 1990 through

2005, as presented in the CISDM study, most recently updated August 2006.
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Table VI
Private Equity Portfolio Performance 1990 - 2005

Average Annual Standard
Portlolio/Index Return Deviation

Cambridge Associates Private Equity Index 14 48% 9.54%
Cambridge Associates Venture Capital Index 21 14% 27.81%
Cambridge Associates Private Equity Portfolio' 17.81% 17.22%
Wilshire Private Eguity Portfolio 21.13% 42.57%
Post Venture Capital Index 16.22% 34.88%
S&P 500 11.33% 15.45%
Lehman U.S. Agpregate 7.25% 4.23%
Lehman High Yield 9. 10% BEIE

The market indices and benchmarks represent net returns to limited partners invested
in private equity funds. The limited partnership interest being valued is of the
Investment Partnership’s general partner. There is no direct relationship between
the applicable discount rate for AAAALP and a fund’'s net return to limited
partners. However, there is an indirect relationship since the returns generated by
Fund VI present a return basis for its limited partners allowing a comparison of
Fund VI's investment returns and performance to the market indicators.

Company/Industry  Specific Risk Adjustments: In order to reflect AAAALP’s
industry and partmership specific risks, an additional risk adjustment must be
considered for application to the equity discount rate of 12.0% as discussed above.
This adjustment considers, among other factors:

« The nawre and risk of the Partnership’s (as the Investment Partnership’s
general partmer) ability to identify suitable follow-on investment and exit
opportunities;

+ AAAALP’s reliance on its key personnel for future success and upon their
access to investment professionals and partmers. The departure of any of
AAAALP’s directors or senior managers, or of a significant number of the
investment professionals or partners of AAAALP, would almost certainly
have a material adverse effect on its ability to achieve its investment
objectives.

“ The Cambridge Associates Private Equity Portfolio is a 50/50 portfolio of the Cambridge

Associates Venture Capital and Private Equity indices.

EFTA01084112



Carlyn McCaffrey, Esq.
October 4, 2007
Page 31

¢ The market for investment opportunities is intensely competitive and has
increased over time as investors, in general, have become more sophisticated.
This particular factor was discussed in more detail in the industry outlook.
Briefly, however, a number of entities compete to make the same types of
imvestments in middle-market companies. Apollo competes with public and
private funds, including other business development companies, commercial
and investment banks, commercial financing companies, and, to the extent
they provide an alternative form of financing, other private equity funds.

e There are few barriers to entry into the private equity industry.

« Fund VI's investment focus in middle-market companies involves a number
of specific risks, including:

o These companies may have limited financial resources and may be unable
to meet their obligations under their debt securities.

o They typically have shorter operating histories, narrower product lines and
smaller market shares than larger businesses, which tend to render them
more vulnerable to competitors’ actions and market conditions, as well as
general economic downturns.

o They are more likely to depend on the management talents and efforts of
a small group of persons; therefore, the loss of one or more of these
persons could have a material adverse impact.

o They generally have less predictable operating results, may be engaged in
rapidly changing businesses with products subject to a substantial risk of
obsolescence, and may require substantial additional capital to support
their operations, finance expansion or maintain their competitive position.

« Fund VI and any subsequent funds may face restrictions on their ability to
liquidate an investment in a portfolio company to the extent that AAAALP
or an affiliated manager has material non-public information regarding a
portfolio company.

¢ The respective histories of previous funds run by the Apollo Group.

+ The Partnership’s small capitalization.

In addition, the Partnership only received a carried interest on certain Investment
Parmership investments, namely those of Fund VI and any successor funds to Fund
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VI.  In addition, the carried interest was payable only after the Investment
Partnership’s limited partners had achieved their preferred return. In total, the
factors discussed increase the risk of AAAALP. Therefore, a risk adjustment of
6% is warranted to reflect AAAALP’s industry and partnership-specific risk at the
Valuation Date. Increasing the base cost of equity by 6% results in a cost of
equity of 18.0% (12% + 6%). Please see Exhibit F-5.

Cost of Debt: The following table presents market-based yields by credit rating as
of the Valuation Date.

Table VII
Market Ratings and Yields
As of June 6, 2007

Rating" Yield
AAA 5.63%
AA 5.78%
A 5.87%
BBB 6.19%
BB 6.90%

B 7.57%
ccc 9.25%
CC 19.49%

Based on a number of factors including: (1) a survey of market yields: (2) the
nature and history of AAAALP; and (3) the Partnership’s asset base upon which to
lend upon, a pre-tax cost of debt of 8.0% was selected as reasonable for AAAALP
as of the Valuation Date. Therefore, based on a tax rate of 42%, the after tax
cost of debt was 4.6% (0.08 x [1 - 0.42]).

Concluded Discount Rate:  Additionally, market participants were reviewed in
order to develop a WACC-based discount rate for AAAALP. Development of a
WACC requires that the cost of debt and the cost of equity for the company be
derived separately. These costs are then weighted in proportion to the market value
of each component of the entity’s capital structure.

The WACC, i.e. discount rate, for AAAALP was calculated by using the required
rates of return derived for the Partmership’s equity, of 18.0%, and (after-tax) debt,
of 4.64%, weighted by its capital structure. Again, the selected capital structure

" Standard & Poor’s credit rating scale; Data compiled from the Bloomberg Network.
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for the Partnership was 0% debt to 100% equity. As shown in Exhibit F-5,
AAAALP's WACC calculated to be 18.0%, rounded.

Summary: The earnings derived from the five-year detailed projections and horizon
value for carried interest fees were discounted to their present value for an
aggregate value of $237,498,721 for the Partnership as of the WValuation Date.
Again, please see Exhibit E.

D. Pass-Through Premium

As previously stated, AAAALP is a limited partnership for federal, state, and local
income tax purposes. As such, the absence of taxes at the Partnership level is a
consideration in the wvaluation of its capital. Thus far in this report, a fully
marketable, minority interest, “C" corporation (*C-Corp”) equivalent value has been
derived. In this section of the report a specific pass-through adjustment is
calculated for AAAALP. Based on the analysis of AAAALP, as outlined in this
report, a pass-through adjustment was deemed appropriate.

Calculation of Pass-Through Adjustment: It is Empire’s opinion that the
appropriate way to account for a partnership’s lack of tax at the partership level
15 to, first, value it as a C-Corp and then make a separate, quantifiable pass-
through adjustment to derive fair market value. This method starts with the tax
affecting of the Partnership’s earnings at a C-Corp equivalent rate, which allows the
value derived from the income approach to be consistent with the required rate of
return derived from publicly traded companies (i.e., both on an after-tax basis).

The maximum pass-through adjustment can be represented by the equation 1 + (1 -
tax rate) - 1, where the tax rate represents the dividend tax rate. It should be
noted that AAAALP’'s income is comprised primarily of carried interest fee income
which may be taxes as capital gains. The highest personal federal tax rate was
35% as of the WValuation Date.  According to management, pariners in this
Partnership were generally paying personal taxes on this income at an approXimate
rate at full federal, state and local blended rate of 42%. This implies a 7%
premium over the maximum 35% federal rate for the blended state and local taxes.

Relative to a C-Corp, partnership distributions would not be subject to the dividend
distribution taxes that a C-Corp shareholder would pay. Therefore, the resulting
savings can be calculated as shown. Under the tax code applicable as of the
Valuation Date, the dividend tax rate was 15% at the federal level. In New York
State the highest individual tax rate is 6.85%. However, because there is a credit
on federal income taxes for any stale income tax paid, the effective state rate
becomes 4.45% (6.85% = [1 - 35%]). Similarly, in New York City the highest
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individual tax rate is 3.65%. However, because there is a credit on federal income
taxes for any local income tax paid, the effective local rate becomes 2.37% (3.65%
* [1 - 35%]). Adding the federal rate of 15.0% to the effective state and local
rates of 4.45% and 2.37% results in a maximum pass-through adjustment of 22%,
rounded.

This calculation contains certain  simplifying assumptions. As such, certain
characteristics may not be captured by this formula alone due to these simplifying
assumptions. To the extent that any characteristics have not been accounted for
directly in the formula they have been accounted for in the pass-through adjustment
selected.  Finally, it is important to note that all of the variables used in this
valuation process are interdependent (i.e., if one variable is changed, then each of
the other wvariables may need to be modified to reach a reasonable valuation
conclusion). For a further discussion of this formula and its underlying
assumptions, please see Addendum 4.

Pass-Through Entity Factors: When concluding an applicable pass-through
adjustment, there are several specific factors that must be considered. These factors
include, but are not limited to: (1) the level of value (control or minority); (2)
limitations imposed by a limited partnership agreement concerning the ability of its
partners (o cause the partmership to lose its pass-through status; and (3) the level of
distributions compared to the parmers’ tax liability. The background on each of
these factors is discussed in detail in Addendum 4.

o Level of Value: In the case of AAAALP, the wvaluation is of a non-
controlling (i.e., limited partnership) interest. In a controlling interest
valuation, transaction values typically include all premiums, pass-through or
otherwise, since all types of buyers are typically involved. Since this is a
non-controlling interest, there is an unrealized benefit from the tax savings
not already incorporated in the income approach. Therefore, the application
of a pass-through adjustment to the non-controlling interest being valued is
warranted.

*  Agreement: Again, the interest being wvalued 1s a limited partnership
interest.  There is limited likelihood that the entity will lose its pass-
through status unless it was sold to a publicly traded C-Corp or the tax
laws were changed regarding these types of entities, neither of which was
likely as of the WValuation Date. This situation supports a pass-through
adjustment closer to the higher end of the maximum adjustment calculated
above.
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¢ Distributions: The Partnership was relatively new as of the Valuation Date.
Further, AAAALP reported a loss for 2006. As such, the Partnership did
not have a history of making distributions in excess of its partners’
individual tax obligations. In addition, future expected returns were
dependent on an as yet unknown economic environment. While the
Partnership’s expected future distributions support an enhancement in the
pass-through adjustment calculated above, going forward significant risk
exists that this could change. This supports a lower pass-through
adjustment.

Conclusion of Pass-Through Adjustment: Taking these and other factors into
consideration, it was determined that an adjustment below the maximum is
warranted.  Therefore, a reduction in the pass-through adjusiment to 15% was
deemed appropriate.

Applying a pass-through adjustment of 15% to the previously derived fully
marketable minority interest C-Corp equivalent value of $237.498,721 results in a
fully marketable minority interest Partnership value of $273,123,529. Again, please
see Exhibit E. A 24.64% interest equates to $67,297.638 ($273,123,529 x
0.2464), before consideration of any illiquidity associated with the interest.

E. Lack of Marketability

By definition, equity interests in closely-held business entities cannot be considered
as marketable as the equity interests of publicly traded companies.

A number of studies have compared private stock transactions (at the minority
interest level) for companies which subsequently went public as well as the
discounts applicable to the restricted stocks of public companies. These studies are
crucial to valuation theory because: (1) they present empirical proof that a lack of
marketability discount exists and is factored into determinations of wvalue in the
public markets; and (2) they establish historic ranges for such discounts.  The
results from the studies, which are summarized in Addendum 5 as an attachment to
this report, are consistent, i.e., mean or median lack of marketability discounts
typically fall between 25% and 45%. It follows reasonably that, if such lack of
marketability discounts can be demonstrated for privately held stock, then lack of
marketability discounts should apply equally to all types of closely-held business
forms.

In sum, investors reward liquidity. An investor owning equity in a public company
can, with relative assurance, sell quickly if he desires to do so and/or situations
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develop which are not to his liking, and this capability substantially improves value.
An investor with ownership in a private company rarely enjoys such liquidity.

In assessing the discount for lack of marketability applicable to a limited partnership
interest in AAAALP, a number of specific factors were considered, including the
following: (1) the impact of distributions; (2) information access and reliability: (3)
the potential of near-term liguidation; and (4) any restrictions on transfer and
withdrawal. In addition, a closer look at the Restricted Stock Studies as they
influence a decision for AAAALP was also made.

e [mpact of Distributions: Distributions are very important to an investor in
any closely-held company because they provide a means for him to receive
a return on investment without having to sell it. During the review period,
the Partmership did not make any distributions, however, it had no positive
earnings from which to make those distributions.  This situation was
projected to change significantly by the end of 2007. Nevertheless, the
current situation supports a discount for lack of marketability toward the
lower end of the established range.

¢ Information Access & Reliability: With regard to ownership rights, clearly
the GP has complete access to all pertinent information about the
Partnership’s investments and prospects. A purchaser of a limited
partnership interest in AAAALP has the right to receive the financial
information necessary to file his personal income tax refurn and, as noted,
information on the Partmership’s net profits or losses. Further, financial
information regarding the Investment Partnership is available on its website
and is updated quarterly. Still, a LP in the Partnership has not right to
challenge the information provided or obtained. These issues argue for a
discount for lack of marketability toward the lower end of the established
range.

* Potential of Near-Term Liquidaton: The factors that would cause the
Partnership’s  dissolution were discussed previously and none were
considered likely in the near term. This would argue for a discount for
lack of marketability in the middle of the established range.

o  Restrictions on  Transfer & Withdrawal: As  discussed, the AAAALP
Partnership Agreement states that approval of the GP is necessary before a
LP may transfer his interest to a non-partner or related party. While a LP
may request a full or partial withdrawal from the Partmership, he may only
do so after the Fund GP Book Account for that Class of Shares has been
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extinguished, which could take several years. These restrictions support a
discount for lack of marketability toward the upper-to-middle of the
established range.

o Restricted Stock Studies: Addendum 5 includes findings from restricted
stock studies. Keeping in mind that limited parmers may not withdraw at
will from the Parmnership, it is useful to consider the impact of holding
periods on the appropriate discount for lack of marketability. The inability
to monetize an investment generally increases with holding period.
Addendum 6 discusses the data in more detail. Owerall, the restricted stock
studies demonstrate that discounts do exist to compensate investors for their
relative inability to liquidate an investment over the course of a given
holding period.  This factor is offset to some extent by the fact that
distributions have historically been paid. Nevertheless, there is no
guarantee that limited partners will continue to receive them, and the
inability to withdraw and receive fair market value for one’s interest is a
detriment. The pending Fortress and Blackstone IPOs imply that liquidity
for firms like Apollo may be increasing, and Apollo is certainly a well-
recognized name in the investment community. All in all, the discount for
lack of marketability based on the restricted stock studies would be toward
the low end of the range.

Incremental Lack of Control: It is clear that control in any closely-held entity
alters the nature of the benefits, both tangible and intangible, which do accrue from
ownership.  5tll, the lack of control suffered by limited partners is normally more
than that endured by general partners, managing members, or minority shareholders.
In a Parmership, then, its structure, the valuation methodology employed, and its
agreement’s terms are reviewed in order to measure the benefits and costs of
owning a non-controlling interest in that particular entity.

Regarding AAAALP, it bears restating that the AAAALP Parmership Agreement
specifies that it 15 a limited partnership. A limited partner, as noted above, lacks
any ability to control the Partmership’s governance. Unlike a minority shareholder,
who can gain a controlling position by acquiring more than 30% of a company’s
voting equity, the only way to control the Partnership on a daily operating basis is
to become its GP. Given that the GP was already in place at the Valuation Date,
it is unlikely that an unspecified party will become the Partmership’s sole GP in the
near future.

Discount Summary: Regarding AAAALP, the following points bear reiteration:

EFTA01084119



Carlyn McCaffrey, Esq.
October 4, 2007
Page 38

® The AAAALP Partmership Agreement governing the Partnership specifies
that it is a limited partmership; the GP has full, complete, and exclusive
discretion to manage and control its business.

e As invested at the Valuation Date, it was likely that the Partership will
have cash flow available for distribution.

e The AAAALP Partnership Agreement places restrictions on a limited
partner’s ability to withdraw or (ransfer his interest in the Partnership,
whereas, shareholders of the publicly traded companies have no limitation
or restriction on their right to sell their units.

e [t was unlikely that AAAALP will be terminated within the next several
years.

In conclusion, some discount must be allocated against the pro rata freely tradeable
value derived above in order to quantify the fair market value of a limited
partnership interest.  After assessing all factors, it was determined that a 20%
discount should be applied to the freely tradeable value of a limited partnership
interest in AAAALP.  This is consistent with the pass-thru adjustment considered
earlier as well as the fact that such an interest lacks most voting rights and other
elements of control, and its holder may find it difficult, if not impossible, to
transfer his interest in, or withdraw from, the Partnership if such a course should
become desirable.

Therefore, in our opinion the freely tradeable value of $67,297.638 for a 24.64%
limited partnership interest should be reduced by 20% to account for the interest’s
lack of marketability under the terms of the AAAALP Parmership Agreement. This
calculation results in a fair market value of $53,800,000 ($67,297.638 = [1.00 -
0.20]), rounded, for a 24.64% limited partnership interest in AAAALP as of the
Valuation Date. Again, please see Exhibit E.
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Valuation Summary

Given the foregoing review and analysis, and subject to the attached Statement of
Limiting Conditions, it is our opinion that the fair market value of a 24.64%
limited partnership interest in AAA Associates, L.P. is reasonably stated as
$53,800,000 as of June 6, 2007, for use by your client, Leon Black, for gift tax
reporting purposes.

Respectfully submitted,

Empire Valuation Consultants, LLC

i J ol

Pavid J. T]mmﬁsnn
Valuation Associate

REVISED DRAFT
FOR DISCUSSION PURPOSES ONLY

NataShﬂ T]]i.ﬂ'ﬂ.ua.u., TIOTT
Senior Valuation Associate

Andrea Hock, ASA
Managing Director

Scott A. Nammacher, ASA, CFA
Managing Director
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Addendum 1-1

STATEMENT OF LIMITING CONDITIONS

Confidentiality/Advertising: This report and supporting documentation are
confidential. ~ Neither all nor any part of the contents of this appraisal shall be
copied or disclosed to any party or conveyed to the public orally or in writing
through advertising, public relations, news, sales, or in any other manner without
the prior written consent and approval of both Empire Valuation Consultants, LLC
and its client.

Litigation Support: Depositions, expert testimony, attendance in court, and all
preparations/support for same, arising from this appraisal shall not be required
unless arrangements for such services have been previously made.

Management: The opinion of value expressed herein assumes the continuation of
prudent management policies over whatever period of time is deemed reasonable and
necessary (0 maintain the character and integrity of the appraised business entity as
a going concern.

Information and Data: Information supplied by others that was considered in this
valuation is from sources believed to be reliable, and no further responsibility is
assumed for its accuracy. Information used was limited to that available on or
before the Valuation Date, or which could be reasonably ascertained as of that date.
We reserve the right to make such adjustments to the valuation herein reported as
may be required by consideration of additional or more reliable data that may
become available subseguent to the issuance of this report.

Purpose:  All opinions of market value are presented as Empire Valuation
Consultants, LLC’s considered opinion based on the facts and data obtained during
the course of the appraisal investigation. We assume no responsibility for changes
in market conditions which might require a change in appraised value. The value
conclusion derived in this appraisal was for the specific purpose and date set forth
in this appraisal and may not be used for any other purpose.

Fee: The fee established for the formulation and reporting of these conclusions is
not contingent upon the value or other opinions presented.

Interest: Neither the appraiser nor any officer or employee of Empire Valuation
Consultants, LLC has any interest in the property appraised.

Unexpected Conditions: We assume that there are no hidden or unexpected
conditions of the assets valued that would adversely affect value.

EFTA01084122



Addendum 1-2

Non Appraisal Expertise: No opinion is intended for matters which require legal
or specialized expertise, investigation or knowledge, beyond that customarily
employed by appraisers.

Hazardous Substances: Hazardous substances, if present within the facilities of a
business, can introduce an actual or potential liability that will adversely affect the
marketability and value of the business or its underlying assets. In the development
of our opinion of value, no consideration has been given to such liability or its
impact on value unless otherwise indicated in the report.
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Addendum 2

CERTIFICATION OF APPRAISERS

We the appraisers certify that, to the best of our knowledge and belief:

I. Our analyses, opinions and conclusions were developed, and this report was

prepared, in conformity with the Uniform Standards of Professional Appraisal
Practice.

2. All statements of fact contained in this report are true and correct.

3. The reported analyses, opinions, and conclusions are limited only by the reported
assumptions and limiting conditions, and are our personal, unbiased professional
analyses, opinions, and conclusions.

4. Neither Empire nor any of its employees has, to the best of our knowledge, either a
present or intended financial interest in the entity that is the subject of this report,
in any affiliates that may exist, or with respect to the parties involved.

5. We have no bias with respect to the entity that is the subject of this report or to
the parties involved with this assignment.

6. Empire’s engagement in this assignment was not contingent upon developing or
reporting predetermined results.

7. The professional fee paid to Empire for the preparation of this report is not
contingent upon its conclusion, including: developing or reporting a predetermined
value or direction of wvalue that favors the cause of the client, the amount of the
value opinion, the attainment of a supulated result, or the occurrence of a
subsequent event directly related to the intended use of this appraisal.

8. No one provided significant business appraisal assistance to the persons signing this
certification, unless specifically stated herein.

The American Society of Appraisers has a mandatory recertification program for all of
its Accredited Senior Appraisers. The senior memb€s signing below, designated by the

“ASA.” are in compliance with that program. / 7
» Pl—

vid J. Thcrm cm

‘v’al:aunn AS}%‘;L&M

Natasha 'I'hll'.-alull1 ASA
Senior Valuation Associate

Andrea E. ch:k ASA

Scott A. Nammacher, ASA, CFA
Managing Director

October 4, 2007
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EMPIRE VALUATION CONSULTANTS, LLC
www.empireval.com

777 Canal View Blvd., Suite 200 350 5th Avenue, Suite 5513
Rochester, New York 14623 New York, New York 10118-5513

Tel: [ v I 7 DN o

61 South Main Street, Suite 201
West Hartford, CT 06107

Tol: [ o I

Valuation Services

Empire Valuation Consultants, LLC provides valuations to business owners, attorneys,
accountants, commercial bankers, investment bankers, trust departments, insurance agents,
and financial planners, among others. Empire’s consultants have prepared or managed
the preparation of over 7,500 appraisals for the following reasons:

o  Buy/Sell Agreements * Redemptions
e Gifting Programs = Recapitalizations
o Estate Taxes e Going Private Transactions
o Mergers & Acquisitions = Stock Option Plans
 Blocks of Publicly ¢ Dissenting Shareholder Suits
Traded Securities = Fairness Opinions
» Employee Stock Ownership s Intellectual Property
Plans (ESOPs) o Purchase Price Allocation

Other Financial Services

Litigation Support & Expert Testimony

Empire can assist you with research and litigation support and its professionals are
available to provide expert testimony in matters involving questions of valuation.

ESOP Feasibility Studies & Preliminary Valuations

Empire is available o work with our client’s team of financial advisors or
participate in independent feasibility studies and preliminary valuation reviews in
connection with ESOP formation planning.
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DAVID J. THOMPSON

Academic Degrees

M.B.A. University of New South Wales & University of Sydney, Australian
Graduate School of Management, Finance, Dean Scholarship winner
2005
Ed.M. University of Buffalo, Mathematics Education, 1997
B.A. University of Buffalo, Mathematics, with distinction 1994
Employment

Empire Valuation Consultants, Rochester, New York
Valuation Associate, 2006-Present

Idea Connections Consulting, Inc., Rochester, New York
Vice President of Operations, 2002-2003 and 2005-2006

IKON Office Solutions, Buffalo New York
Senior Application Developer, 1998-2002

Experience

Mr. Thompson joined Empire in 2006, bringing with him strong operational,
managerial and consulting experience, as well as significant guantitative and financial
analysis skills.

While at Idea Connections he was responsible for financial analysis and projections,
effective cost control, project management and the negotiations for the separation of
the group from its parent company. His work at both Idea Connections and IKON
provided a rich exposure to a multitude of different businesses and the factors that
drive the operations of an effective company.
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NATASHA THIBAULT, ASA

Academic Degrees

M.B.A. Rochester Institute of Technology, 1998
B.S5. Rochester Institute of Technology, Accounting, 1992
Employment

Senior Valuation Associate, Empire Valuation Consultants, Rochester, New York,
1998-present

Controller, The Salvation Army, Rochester, New York, 1996-1998

Assistant Controller, The Salvation Army, Rochester, New York, 1994-1996

Experience

Ms. Thibault has earned the designation Accredited Senior Appraiser (ASA),
designated in Business Valuation, from the American Society of Appraisers by
meeting its testing and experience requirements. Ms. Thibault brings to Empire her
strong analytical, financial, and accounting skills. While employed at The Salvation
Army, she was responsible for a variety of accounting and forecasting duties. Ms.
Thibault’s strengths include financial statement analysis, as well as a comprehensive
knowledge of not-for-profit organizations.

Since joining Empire, Ms. Thibault has been involved in the wvaluation of various
equity interests in corporations, parinerships, and limited liability companies,
operating in a variety of industry sectors. These valuations have been performed
for estate tax and gift tax planning, issuance of fairness opinions, employee stock
ownership plans, potential sale or buyout, and other corporate planning and reporting

purposes.
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ANDREA E. HOCK, ASA

Academic Degrees

M.B.A. Rochester Institute of Technology, Finance, 1985

M.A. University of Florida, French Literature, 1974

B.A. Mercer University, summa cum laude, French, 1972
Employment

Managing Director, Empire Valuation Consultants, Rochester, New York, 2000-
present

Senior Valuation Associate, Empire Valuation Consultants, Rochester, New York,
19932000

Valuation Analyst, Empire Valuation Consultants, Rochester, New York, 1989-1993
Financial Manager, Joan Hantz Graphic Design, Rochester, New York, 1987-1988

Claims Representative, Social Security Administration, Rochester, New York, 1978-
1989

Experience

Ms. Hock is an Accredited Senior Appraiser (ASA) of the American Society of
Appraisers, Business Valuations. She is currently a Vice President, and former
Chapter President and Secretary, for the Western New York Chapter of the ASA.
Ms. Hock has over fourteen years of business valuation experience. She has been
involved in the wvaluation of a wide variety of corporations, partnerships, and
business assets for employee stock ownership plans, fairness opinions, solvency
opinions, recapitalizations, estate and gift taxes, and other purposes.

As financial manager of a graphics design firm, Ms. Hock became familiar with
proposal writing, financial planning, bookkeeping and tax accounting.  Her
experience with the government provided her with a background in a wide variety
of federal and state services and regulations.
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SCOTT A. NAMMACHER, ASA, CFA

Academic Degrees
M.B.A. New York University Graduate School of Business, Finance, 1985

B.S. University of Minnesota, Business, 1977
Employment

Principal and Managing Director, Empire Valuation Consultants, LLC, New York,
New York, 1992-Present

Manager, Financial Valuations, Arthur Andersen & Co., New York, 1990-1991

V.P., Marigold Capital Development, Investment Banking Div. of Marigold
Enterprises, Greenwich, Connecticut, 1989-1990

Manager - Domestic Finance, PepsiCo, Inc. Purchase, New York, [1985-1989
Experience

Mr. Nammacher is an Accredited Senior Appraiser (ASA) of the American Society
of Appraisers and is a Chartered Financial Analyst (CFA). He has over 20 years
of experience in financial consulting and business valuations. He has valued the
equity, debt, warrants, NOLs, etc. of publicly and privately held businesses for
acquisitions, divestitures, stock repurchases, estate and gift tax reporting, buy/sell
agreements, recapitalizations, and general corporate planning purposes.  Mr.
Nammacher has also developed business plans and financing packages, and has
been involved in completed transactions totaling over $1.5 billion. In addition, he
played key roles in the successful launch of a new business publication.

Mr. Nammacher has testified as an expert wimess in U.S. Tax Court, U.S.
Bankruptcy Court, Delaware Chancery Court and other courts and arbitration
settings around the country, and published a book and several articles on "junk
bonds.” He also received the prestigious “Graham & Dodd Scroll Award” from
the Financial Analysts Journal for outstanding financial writing relating to a cover
story he co-authored.

He is currently an elected member of the American Society of Appraisers’ Business
Valuation Committee, the oversight entity for the business valuation arm of the
ASA. He has spoken on valuation issues around the country, chaired an annual
valuation conference in New York City for over 12 years. He is co-chair of the
first joint AICPA/ASA valuation conference ever presented.
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Valuation of Pass-Through Entities

A pass-through entity can have positive and negative impacts on the valuation of
a minority interest in a closely-held company or partnership depending on the
specific facts pertinent to the entity. In the majority of cases, the pass-through
status has a net positive economic impact to the fair market value of a minority
interest, but the net effect can vary materially between owners of the same
company, and between potential buyers of a minority interest in the company.
Therefore, the net economic impact cannot be modeled precisely. However, an
average net benefit or detriment can be reasonably estimated.

It is recognized that a pass-through entity can have a positive economic impact
on value at the minority interest level. The issue becomes how to accurately
quantify the impact. There are numerous articles and studies that have attempted
to  quantify this impact for an S-Corp by applying various simplifying
assumptions.  These articles and studies concluded maximum S-Corp economic
benefits o a minority sharcholder in the 15% to 30% range, depending on the
assumed tax rate. It stands to reason that a similar economic benefit would
accrue to owners of pass-through entities as well as S-Corps.

Quantifying the Pass-Through Adjustment: When assessing the impact of the
pass-through status on the fair market value of a company’s equity, the appraiser
must first review and consider all relevant factors. Then based on these faciors,
the appraiser must decide if the pass-through status provides a net benefit to fair
market wvalue. If there i1s a net benefit, the benefit must be gquantified.
However, there are circumstances when the pass-through staus does not provide
a net benefit and a pass-through adjustment is not applicable.

Economically, the two primary benefits of the pass-through status are: (1) the
elimination of double taxation on distributions; and (2) the reduction in personal
capital gains taxes when the interest is sold due to the step-up in tax basis
associated with retained earnings. Therefore, because of these benefits, the pass-
through adjustment becomes a function of the savings associated with the net
reduction of dividend and capital gains taxes.

One of the benefits of the pass-through status is to avoid the double taxation of
a company’s earnings when it pays a distribution. Under a standard C-Corp, the
company’s earnings are taxed at the corporate level and then the shareholder is
taxed again when those earnings are paid out as a dividend. For a pass-through
entity, the investor pays personal income taxes on his pro rata share of the
company’s earnings, but does not pay additional taxes on any distributions.
Therefore, if a pass-through entity makes a distribution equal to the investor’s
personal tax liability then the net cash retained by the company is the same as
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that of a C-Corp that does not pay a dividend. This assumes that the individual
tax rate and C-Corp tax rates are essentially equivalent. Currently, the top
marginal federal tax rate was 35% for individuals and 34% for corporations.
Therefore, the economic benefit to the minority S-Corp shareholders is when the
company pays a distribution greater than the amount needed to pay taxes (ie.,
greater than the marginal C-Corp tax rate).

Another prospective benefit is that the investor’s tax basis increases for any
earnings that have not been distributed. This benefit effectively lowers the
investor’s capital gains tax liability when the interest is sold. Currently, capital
gains are taxed at a 15% rate for federal taxes and as ordinary income for state
taxes. However, this economic benefit is only realized if and when the investor
sells his interest. Therefore, because of the loss of double taxation and the step-
up in tax basis, the pass-through adjustment becomes a function of the savings
associated with not paying dividend and capital gains taxes, as well as any
differences between the corporate and individual tax rates.

Assuming that corporate and individual income tax rates are the same, the
maximum pass-through adjustment can be represented by the equation 1 + (1 -
tax rate) - 1, where the tax rate represents the weighted average of the dividend
and capital gains tax rates applicable at the valuation date.

Underlying Assumptions:  Inherent in this calculation are several underlying
assumptions that are important in understanding the pass-through adjustment.
They include:

¢ This formula assumes that the economic benefit on dividends and capital
gains tax avoidance are realized in current dollars. However, the capital
gains benefit may not be realized until many years in the future and it is
possible that it may never be realized at all. Accordingly  this
simplifying formula tends to bias upward the economic benefit of the
step-up in basis.

e The calculation assumes that capital appreciation is correlated dollar-for-
dollar to the increase in retained earnings. However, most company’s
fair market value appreciation is dependent on factors other than just
retained earnings. Further, over time, the fair market wvalue of a
minority interest may go down even if an investor’s equity account
increases.  This assumption generally indicates that the pass-through
adjustment is biased upward.

e The calculation assumes that an investor is indifferent between receiving
a company’s earnings through distributions or capital appreciation (i.e.,
retained earnings). Again, because the capital gains benefit is recognized
on an ongoing basis, the actual timing of the benefit is not taken into
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account. In reality, because of this tuming difference. a minority investor
in a pass-through entity only realizes the full benefit of the calculated
pass-through adjustment when the company pays out 100% of its taxable
earnings as a distribution. If a company distributes less than 100% of
its taxable earnings, the economic benefit of the pass-through status is
reduced.

e Corporate and personal tax rates are equal. Under current applicable
federal tax brackets the highest personal tax rate was 35% which is
roughly equivalent to the highest federal corporate tax rate (i.e., 34%).
Since the concept of a hypothetical willing buyer prevents the selection
of a specific buyer and their tax status, it is assumed that the highest
personal tax bracket is appropriate. To the extent that an individual’s
tax rate is higher than the corporate tax rate, the pass-through adjustment
will be lower and vice versa.

As discussed, the pass-through adjustment formula contains certain simplifying
assumptions. It is important to understand these assumptions and their impact on
the pass-through adjustment calculation. Based on the specific facts and
circumstances surrounding the company being valued, the calculated pass-through
adjustment should be modified.

The pass-through adjustment formula outlined above provides a maximum
potential adjustment. However, the adjustment that is applicable to an interest
being valued is generally less than the maximum implied by the calculation.
When concluding an applicable pass-through adjustment, the following factors
must be considered:

e Level of Value: One factor that complicates the determination of the
fair market value of an interest in a closely-held business is the issue of
control. On a 100% control basis, there is no market evidence that
suggests that an arms length-willing buyer will pay a premium in the
acquisition of a closely-held company simply because of the pass-through
status. If that were true then all C-Corp owners would convert to pass-
through entities before they sold their company.

The efficient market theory can be cited to argue against the existence of
an pass-through adjustment on a 100% control basis. If such an
adjustment existed and was automatically realized, then arbitragers would
buy C-Corps, convert to pass-through entities, and sell the company at a
profit. Proponents of the efficient market theory note that a competitive,
efficient market would not allow such arbitrage opportunities to exist.
The competitive market for the acquisition of C-Corps would be priced
up to the point where no premium remained.
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It is also arguable that the application of a pass-through premium is in
effect a partial reduction of a lack of control discount. This is because
a controlling investor controls the distribution policy of a company as
well as other factors. These control rights can be restricted through the
Operating Agreement.  However, this is only done if the controlling
investor were willing to relinquish part of their control.

Therefore, a pass-through adjustment is generally applicable when valuing
a minority interest. However, when wvaluing a controlling interest
(especially a controlling interest that owns less than 100%) the
methodology used to derive the control value should be considered when
deciding if an adjustment is appropriate.  Since the adjustment is
arguably a partial reduction in the lack of control discount, any
applicable control premium, either directly applied or inherent in the
methodology, should incorporate an adjustment when and if appropriate.
Nevertheless, the application of an adjustment should not be made such
that the value of an pass-through entity (on a 100% controlling interest
basis) is greater than an equivalent C-Corp.

Distributions: The amount of distributions paid to investors of pass-
through entities compared to their tax liability is a significant factor in
determining the appropriateness of a pass-through adjustment. In general,
if all other factors are equal, distributions in excess of the amount
required for the tax liability would support the application of a positive
adjustment. This is because shareholders would be subject to one level
of taxation, instead of two.  This is the principal component of a
positive pass-through adjustment because the economic benefit is realized
as the excess distributions are made. However, if a company does not
make sufficient distributions to cover the investor’s tax liability then a
lower or possibly no adjustment would be appropriate. In some cases
where minimal or no distributions are made and the investors have
“phantom income”, it could be argued that the pass-through status has a
negative impact on fair market value. The maximum adjustment would
be applicable in those instances where a company is making distributions
equal to 100% of taxable income. When distributions are less than
100% of taxable income, a reduction in the maximum pass-through
adjustment should be applied.

Owners’ Compensation: In some valuations, when deriving a
company’s cash flow base, an adjustment is made to owners’
compensation to a level deemed appropriate for a C-Corp. This

adjustment results in derivation of a cash flow base that represents the
cash flow available for potential distributions. In these cases, it can be
argued that the company’s historical owners’™ compensation policy has
consisted of two components: market based salary and discretionary
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compensation. The discretionary compensation, which was adjusted for
in deriving the company’s cash flow base, represents funds available for
potential distributions.  As a pass-through entity, the issues regarding
potential excess compensation challenges that applied to C-Corps are
eliminated. Accordingly, the company and its investors have elected to
distribute cash flow through the payment of owners’ compensation rather
than through distributions. As such, the company has distributed
substantially all of its taxable earnings through discretionary
compensation. In so doing, the Company has paid out a significant
portion of its taxable earnings, which could not have been done as a C-
Corp without some level of double taxation. In this type of situation an
argument can be made for a reduction to the maximum potential pass-
through adjustment.

e Step-up in Tax Basis: Again, the maximum economic value of the
pass-through status exists when a company pays out 100% of earnings
annually in distributions. If the company pays out less than 100% of
earnings, then a investor receives a step-up in their tax basis equal to
the increase in their equity account. The economic value of this step-up
in tax basis is only realized when the investor sells his stock and the
sale price is more than his equity account. Accordingly, the net present
value of the economic value of the step-up in tax basis is speculative.
If the sale of stock is five to ten years in the future then the current
economic value of the tax basis step-up will be significantly reduced.
Accordingly, the economic value attributed to distributions more than the
pass-through taxes is realized immediately in today dollars; whereas the
economic value of the remaining undistributed earnings is speculative in
timing and amount. To the extent that a company distributes less than
100% of its taxable income an argument can be made to reduce the
pass-through adjustment below the calculated maximum.

After assessing all factors pertaining to the company being valued, a modification
to the maximum calculated pass-through adjustment may be supported. It is
important to consider all the factors outlined above before selecting an appropriate
adjustment.  Without properly taking these factors into account, the value of the
pass-through entity will be misstated.
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Studies of Lack of Marketability Discounts

Summary of Restricted Stock Studies & Initial Public Offering Studies

Years Coverad Median
Study in_ Smudy Discount
SEC. Owverall Average * 1966-1969 258"
SEC, Non-reporting OTC Companies * 1966-1969 26"
Gelman © 1968-1970 3"
Trout © 1968-1972 335
Moroney © Unknown ' 56"
Maher © 1969-1973 354 °
Standard Research Consullanis 1978-1982 45.0
FMV Opinions, Ine. (2 Year Holding Period) 1 1979-1997 23
Willamette Management Associates ! 1981-1984 312
Silber * 1981-1988 38"
Management Planning, Inc. 1980-1985 30-35 °
Management Planning, Inc. 1980-1996 LY
Empire Valuation Consultants, LLC ' 1983-1993 91
Emory ™ 1980-1981 66
Emory ™ 1985-1986 43
Emory ™ 1987-1989 45
Emory ™ 1989-1990 40
Emory ™ 1990-1992 40
Bruce Johnson ° 1991-1995 202
Emory ™ 1992-1993 44
Emory ™ 1994-1995 45
Emory ™ 1995-1997 42
Columbia Financial Advisors © 1996-1997 21
Columbia Financial Advisors “(1-Year Period)  1997-1998 13
Emory ™ 1997-2000 52
Emory ™ 1998-2000 47
FMV Opinions, Inc. (1 Year Holding Period) P 1997-2000 259

“Discounts Involved in Purchases of Comman Stock (1966-1969)." Institutienal fmvestor Stwdy Report of the Secunities and
Evchange Commizsion, H.R. Doc. Mo, 64, Pant 5, 92d Congress_, 1st Session. 1971, pp. 2444-2456.

Mean discounts.

Milton Gelman, “An Economist-Financial Analyst’s Approach to Valmng Stock of a Closely Held Company.” Jowmal of
Taxvation, June 1972, pp. 353-354.

Robert R. Trout, “Estimation of the Discount Associated with the Transfer of Restricted Secunities,” Taves, June 1977, pp.
IH1-385.

Robert E. Moroney, “Most Courts Overvalue Closely Held Stocks,” Taves, March 1973, pp. 144-154.
Although the years covered in this study are hkely to be 19%69-1972, no specific years were given in the published account.

1. Michael Maher, “Discounis for Lack of Marketability for Closely-Held Business Interests,” Faves, September 1976, pp. 562-
571.

“Revenue Ruling 77-287 Revisited,”™ SRC (earterly Reports, Spning 1983, pp. 1-3.

Lance Hall and Timothy Polacek, “Strategies for Obtaining the Largest Valuation Discounts,” Esfate Planning (Jan./Feh. 1994);
pp. 3844

Willamette Management Associates study (unpublished).
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k Silber, Wilham L., “DMscounts onm Restricted Stock: The Impact of llhguidity on Stock Prces,” Fimancral Amalysts Jonreral
July-August 1991, pp. 60-64.

1 Empire Valuation Consultants, LLC study (unpublished).

m  Emaory, John D., Business Valwahion Review, ten marketability studies by the same author from September 1980 to October
2002, the latest entitled “Discounts for Lack of Marketability Emory Pre-1P0 Discount Studies 1980-2000, As Adjsted October
10, 2002." {Medians)

n “Restricted Swock Discounts: 1991-19495 7 Shanron Praft’s Business Valuarion Update (March 1999 1-3, “Cuantitative Support
tor Discounts for Lack of Marketability,” Business Valnanon Review (Dec. 1999):; 152-155

0 Shannen Prait's Business Valnation Update (May 2000): 1-5

P Lance Hall, “Why are restricted stock discounts actually larger for one-year holding periods?”, Shannon Pratt’s Business
Vilwation Update (September 2003): 1-4

Numerous empirical studies on lack of marketability discounts have been conducted
during the past twenty years. The following discussion summarizes the results of the
most commonly referenced studies.

1. Institutional Investors Study: The Securities and Exchange Commission (“SEC”)
published study # 77-287 in 1971, called the “Institutional Investors Study.”  The
Institutional Investors Study examined the amount of discount at which transactions in
restricted stock, or letter stock, took place compared to the prices of identical but
unrestricted stock on the open market from 1966 through 1969. The table below
segments the data observed by the SEC according to the size of the discount.

MNumber of Percent of

Discount  (Premium) Transactions Study Total
-15.0% to 0.0% 26 6.5%
0L1% to 10.0% a7 16.8%
10.1% to  20.0% T8 19.6%
2001% w  30.0% 77 19.3%
30.1% w  40.0% a7 16.8%
40.1% tw  50.0% 35 8.8%
50.1% to BO.0% 48 12.1%
-15.0% o 80.0% 398 100.0%

The study shows that the discounts on the letter stocks were the least for New York
Stock Exchange ("NYSE") listed stocks, but increased, in order, for American S5Stock
Exchange (“ASE") listed stocks, Over-the-counter (“OTC") reporting companies and
OTC non-reporting companies. For OTC non-reporting companies, the largest number
of restricted stock transactions fell in the 30% to 40% discount range. Slightly over
56% of the OTC non-reporting companies experienced discounts greater than 30% on
the sale of their restricted stock. A little over 30% of the OTC reporting companies
experienced discounts over 30%, and over 52% experienced discounts over 20%.

The magnitude of the discount for restricted securities from the trading price of the
unrestricted securities was generally related to the following factors:
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Earnings
Earnings played the most significant role in determining the discounts at which
these stocks were sold from the current market price. The degree of risk of an
investment is determined more by earnings patterns, rather than sales patterns.

Sales
Companies with the largest sales volumes received the smallest discounts and the
companies with the smallest sales volumes received the largest discounts.

Trading Market
Discount rates were greatest on restricted stocks with unrestricted counterparts
traded over-the-counter, followed by those with unrestricted counterparts listed on
the ASE, while the discount rates for those stocks with unrestricted counterparts
listed on the NYSE were the smallest.

2. Gelman Study: Milton Gelman conducted a study analyzing the prices paid by four
closed-end investment companies specializing in restricted securities investments. Based
on an analysis of 89 transactions between 1968 and 1970, Gelman found both the mean
and median discounts to be 33%. Almost 60% of the transactions were at discounts of
30% or more, and over one-third were at discounts of 40% or more.

3. Trout Study: Robert Trout swudied 60 transactions involving the purchase of restricted
stock by mutual funds between 1968 and 1972. He observed a mean discount of 34%.

4. Moroney Study: In an article published in 1973, Robert Moroney presented the
results of his study of the prices paid in 146 transactions for restricted securities by 10
registered investment companies. The mean discount in these transactions was 35.6%,
and the median discount was 33%.

5. Maher Study: In 1976, Michael Maher published the results of a swudy of restricted
stock discounts in transactions taking place from 1969 to 1973. He found that the
mean discount was 35.4%.

6. FMV Restricted Stock Study: FMV Opinions gathered 248 transactions and a median
discount of 23% was observed. After May 1997, the holding period under SEC Rule
144 changed from two years to one. FMV Opinions gathered 182 restricted stock
transactions occurring between 1997 and 2000 and surprisingly the median discount
increased, although the holding period decreased, to 25.9%.

7. Standard Research Consulfants Study: In 1983, Standard Research Consultants
conducted a study of 28 private placements of common stock from October 1978
through June 1982. A median discount of 45% was observed.

8. Willamette Management Associates Study: Willamette Management Associates has
performed several studies on the prices of private stock transactions relative to their
prices observed in a subsequent public offering of the same securities. The median
discount of its studies was 31.2%.
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9. Silber Study: In 1991, William Silber published the results of a study of restricted
stock discounts in 69 rransactions taking place between 1981 and 1988. He found that
the mean discount was 33.8%. This swudy found larger discounts when the size of the
restricted  stock block was large in  proportion to the total shares outstanding.
Additionally, the study indicated that firms with higher revenues, earnings and market
capitalizations are associated with lower discounts.

10. Management Planning, Inc. Study: Management Planning, Inc. (*MPI”) conducted
an analysis of 115 private transactions involving actively traded industrial corporations.
The vast majority of the transactions occurred at discounts to the public market prices.
The discounts ranged from 1% to 86%, with the normal distribution centered in the
30% to 35% range.

MPI found that many of the relatively high discounts observed involved the common
stocks of companies that were not profitable or had wvery low revenues, which is
consistent with the findings of the SEC Swudy. MPI eliminated all transactions
involving companies with revenues less than $3,000,000, thereby reducing the test
population to 31 transactions. Of these 31 transactions, 29 occurred at a discount,
some of which were nearly 60%.

As in the SEC Study, MPI analyzed the pricing data in relation to several variables
believed to impact the magnitude of the discounts. MPI concluded the following:

e Private transactions of larger companies (as measured by either revenue or
earnings) have lower discounts than smaller companies, on average.

» Private transactions of companies with stronger growth (as measured by either
revenues or earnings) have lower discounts than companies with slower growth,
on average.

o Private transactions of companies with better revenue or earnings stability have
smaller discounts than those of companies with less stability, on average.

» Private transactions that involve blocks that are relatively small, compared to
trading volume or the number of shares outstanding, have lower discounts than
blocks of stock that are large relative to trading volume and shares outstanding,
on average.

s Private transactions that occurred in a strong market have lower discounts than
transactions that took place in declining or weaker markets, on average.

o Private transactions occur at lower discounts in cases where the publicly traded
counter-part showed more price stability than in cases where there was less price
stability, on average.

11. Empire Valuation Consultants, LLC (“Empire”) Study: Empire conducted an
analysis of 106 private placements between February 1983 and June 1993 involving
restricted shares of publicly-traded common stocks. Its unpublished study concluded that
the price differentials between the price of the restricted shares and the market price of
the publicly-traded equivalent securities ranged from a 29.8% premium to a 80.0%
discount, with a mean discount of 29.1%.

EFTA01084138



Addendum 5-5

12. Emory Studies: John D. Emory, previously of Robert W. Baird & Co. Inc., and
now of Emory Business Valuation, LLC, conducted several studies over the past 20
years which relate the prices at which private transactions take place before the initial
public offering (“IPO”) to the price at which the stock was offered subsequently to the
public.  About 2,300 [PO prospectuses were reviewed from 1980 through 2000, and a
total of 3543 qualifying transactions were identified. These transactions involved the sale
of restricted stock that was sold five months or less before the IPO transaction.
Although the median discounts varied during this period, the most recent data indicated
a median discount of 47% for both options and shares sold.

Taken as a whole, the studies regarding the marketability of restricted equity interests
conclude a broad range of mean and median discounts that generally falls between 26%
and 45%. While the publicly-traded counterpart of a restricted stock has a known
price, the companies who later underwent IPOs had no established benchmarks at the
time of their private transactions. Therefore, the IPO studies generally produce a
higher discount for lack of marketability due to the greater uncertainty regarding, if and
when, the stock will ever be public.

13. Bruce Johnson Study: Mr. Johnson conducted a resiricted stock study in which he
examined 72 transactions that occurred between 1991 and 1995 resulting in a 20.2%
median discount.

I4. Columbia Financial Advisors Study: CFAl conducted a study of the sale of
restricted securities in the U.S. in which they examined only private common equity
placements over the period Jan. 1, 1996 through April 30, 1997. The resulting median
discount was 23%. A similar study was repeated over the period May 1997 through
December 1998 and the median discount was 13%.
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RESTRICTED STOCK STUDIES

Given a lack of withdrawal rights, it was determined that limited partners’
investments in the Parmership were similar to restricted stocks. Restricted stocks
are those that have been issued, but not registered under the United States
Securities Act of 1933, as amended (the “Securities Act”). Following the date of
issue, these stocks are subject to a lock-up period before they can be freely traded.

Accordingly, restricted stock studies were sought for use in determining the
discounts appropriate for application to each of these investments. A number of
restricted stock studies are summarized in the table below and are more fully
described in Addendum 5 to this report. Data from these studies was used to
estimate reasonable holding period discounts applicable to the Partnership.

Table I
Summary of Restricted Stock Study Data
Study Years Covered Trn:s;ilons D?sll:naunnt mulnst
Two=Year Holding Period

SEC, Owerall Average 1966-1969 4R 24.0% 25.8%
SEC, Non-Reporting OTC Companies 1966- 1964 112 NiA 2a6%
Gielman 1968-1970 By 33.0% 330%

Trout 1968-1972 60 335% MiA
Maoroney Unknown 146 35.6% 33.0%
Maher 19649-1973 34 35.4% 33.3%
Standard Research Consultants 1978-1982 28 MNiA 45.0%
Willlamette Management Assoc. 1981-1984 33 NiA 31.2%
Silber 1981-1988 69 KN 33.0%

FMV Opinions, Inc. 1979-1992 100+ 23.0% MNiA
Management Flanning, Inc. 1980-199G 449 27.7% 288%
Bruce lohnson 199]-19495 72 NiA 20.2%
Columbia Financial Advisors 1996-1997 23 21.0% 14.0%
Low 21.0% 14.0%

High 35.6% 45.0%

Median 33.0% 32.6%

Average 29.7% 30.2%

One-Year Holding Period

Columbia Financial Advisors 19971998 15 13.0% 9.0%
FMY Opinions, Inc. 19972000 182 MNiA 15.9%
Average 17.5%
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The restricted stock studies demonstrate that discounts do exist to compensate
investors for their relative inability to liquidate an investment over the course of a
given holding period.  The statistics associated with the studies fell within a
reasonably close range, although variation of implied discounts was noted within
each of the studies. Variations in observed discounts were generally attributed to
company-specific (i.e., investment specific) factors. The information above also
supports the notion that discounts declined when holding periods were reduced,
which can be anticipated based on accepted financial theory.

Based on these studies, it was determined that the discounts appropriate for lock-up
periods of two years could be as high as 33%. While datapoints underlying the
specific studies suggested that discounts could range much higher, it was considered
that such high levels of discounts were frequently observed with investments that
were subject to high levels of stock price volatility or business risk. As a result,
the overall median restricted stock discount of approximately 33% for a two-year
holding period was considered a reasonable upper boundary for use in this analysis.

Against the backdrop of the restricted stock studies, together with the experience of
Empire’s principals, a range of discounts was estimated that could be considered
reasonably appropriate for various lock-up periods up to two years, as detailed in
Table II.

Table II
Estimated Lock-up Period Discounts
Lock-up Estimated Discount
Period Range
0-1 Months 1-53%
1-6 Months 3-T%
6-12 Months T-10%
13-18 Months 11-25%
19-24 Months 26-33%

The estimated breakdown is further supported by the restricted stock discounts
associated with a one-year holding period, as summarized by two studies in the
table on the preceding page. In particular, the Columbia Financial Advisors™ 1997-
1998 swdy suggests a median discount over a one-year holding period of
approximately 10%. While the FMV Opinions, Inc. 1997-2000 study suggests a
higher level of discount for a one-year holding period, the authors of that study
indicated that high levels of volatility were observed, contributing to the higher-than-
expected level of discount. It should be recognized that these estimated ranges are
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likely to overlap; i.e., the holding period discount ultimately appropriate (o a
specific investment is dependent on the attributes of that particular investment.

The level of holding period discount will generally be impacted by the length of the
expected holding period, the asset price volatility, and other investment-specific
factors. In the context of this analysis, investment-specific factors could include:
(1) the Funds’ investment strategy; (2) the speed and ease with which management
can harvest the investments made; (3) the marketplace for [POs and mergers and
acquisitions; (4) the level of focus management maintains of this particular Fund,
given new funds being initiated; and (5) other timing and market specific factors.
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EXHIBIT A-1

AAA ASSOCIATES, .

COMPARATIVE INCOME STATEMENTS
FOR THE YEARS ENDED DECEMBER 31,

HISTORY
2006

Investment Income 53.277
TOTAL REVENUES 53,277
Professional and Other Fees 74,262
Total Operating Expenses 74,262
NET OPERATING INCOME (20,985)
Interest Expense (36,052)
Total Other Income (Expense) (36,052)
PRE-TAX INCOME (57.037)
Provision (Benefit) for Taxes 0
NET INCOME (57.037)
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EXHIBIT A-2

AAA ASSOCIATES, .

COMMON-SIZED INCOME STATEMENTS
FOR THE YEARS ENDED DECEMBER 31,

HISTORY
2006

Investment Income 100.0%
TOTAL REVENUES 100.0%
Professional and Other Fees 139.4%
Total Operating Expenses 139.4%
NET OPERATING INCOME -39.4%
Interest Expense -67.7%
Total Other Income (Expense) -B7.7%
PRE-TAX INCOME -107.1%
Provision (Benefit) for Taxes 0.0%
NET INCOME -107.1%
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ASSETS

Cash & Equivalents

Investment in AAA Investments, LP

Total Current Assets
TOTAL ASSETS
LIABILITIES & EQUITY
Accrued Expenses
Accrued Interest

Total Current Liabilities

Motes Payable
Total Other Liabilities

TOTAL LIABILITIES

Partners' Capital Accounts
Total Equity

TOTAL LIABILITIES & EQUITY

EXHIBIT B-1

AAA ASSOCIATES, .

COMPARATIVE BALANCE SHEETS
FOR THE YEARS ENDED DECEMBER 31,

HISTORY
2006

0
1,052,615

1.052.615

1,052,615

74,262
36,052

110,314

1,000,000

1,000,000

1,110,314

(57.699)

(57.699)

1,052,615
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EXHIBIT B-2

AAA ASSOCIATES, .

COMMON-SIZED BALANCE SHEETS
FOR THE YEARS ENDED DECEMBER 31,

ASSETS

Cash & Equivalents

Investment in AAA Investments, LP

Total Current Assets
TOTAL ASSETS
LIABILITIES & EQUITY
Accrued Expenses
Accrued Interest

Total Current Liabilities

Motes Payable
Total Other Liabilities

TOTAL LIABILITIES

Partners' Capital Accounts
Total Equity

TOTAL LIABILITIES & EQUITY

HISTORY
2006

0.0%%
100.0%

100.0%

100.0%

7.1%
3.4%

10.5%

95.0%

95.0%

105.5%

-5.5%

-5.5%

100.0%
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EXHIBIT C

AAA ASSOCIATES, .

COMPARATIVE CASH FLOW STATEMENTS

FOR THE YEARS ENDED DECEMBER 31,

CASH FLOW FROM OPERATING ACTIVITIES
Met Income

Adjustments to reconcile Met Income to Met Cash
Provided from Operating Activities

Change in accrued interest

Change in accrued expeneses

Met Cash Provided By (Used In) Operating Activities

CASH FLOW FROM INVESTING ACTIVITIES

Purchase of general partner interest in AAA Invetsments , LP
Unrealized gain in investment in AAA Investments, LP

Met Cash Provided By (Used In) Investing Activities

CASH FLOW FROM FINANCING ACTIVITIES
Issuance of Note Payable

Net Cash Provided By (Used In) Financing Activities
NET INCREASE (DECREASE) IN CASH

Beginning Cash
Ending Cash

HISTORY
2006

(57,037)

36,052
74,262

53,277

(1,000,000)
(53,277)

(1,053.277)

1,000,000

1,000,000

0

0

0

EFTA01084147



EXHIBIT D

AAA INVESTMETNS, .

SCHEDULE OF INVESTMENTS
AS OF MARCH 31, 2007

TYPE OF INVESTMENT FAIR VALUE

Apollo Strategic Valwe Offshore Fund, Lid.:

Class A - Series 1 554 815,000
Class § - Series 2 &1.547,000
Class 5 - Series 1 7,389,000
Subtotal SWF Fund 623,751,000 49 3%

Co-investments in Portfolio Companies of Apollo Investment Fund V1

Momentive Performance Materials Holdings, Inc 56,644,000
Rexnord Corporation 54,714,000
Berry Plastics Group, Inc 43,249,000
CEWVA Logistics 41,871,000
Jacuzzi Brands 13,368,000
Verso Paper Holdings LLC 11,874,000
Subtotal Fund VI 221,821,000 17.5%
AP Invastment Europe Limited 353,627,000 27.8%
Apollo Asia Opportunity Offshore Fund, Lid. 66,257 000 5.2%
TOTAL INWVESTMENTS 1,265,456,000

Subsequent to March 31, 2007 and through May 18, 2007, the Investment Parnership made additional coinvestments in four portfolio companies,
aggregating to $228.3 million as follows:

i1 A co-investment of approximately $131.2 million in Realogy Corporation a leading provider of residential real estate and relocation
services in the world.

i2) A co-investment of approximately $34.4 milion in Oceania Cruise Lines, a leading cruise line focused on the destination-ocriented.
upper premium cruise market. An additional co-investment of $62 million is scheduled in the future.

(3} A co-investment of approximately $35.9 milion in Countrywide, the leading provider of residential real estate services in the UK.

(4} A co-investment of approximately $26.8 milion in Noranda Aluminum Holdings Corporation, a leading integrated producer of value-
added primary aluminum products as well as high quality relled aluminum coils.
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EXHIBIT E

AAA ASSOCIATES, .
SUMMARY OF DISCOUNTED FUTURE CASH FLOWS

AS OF JUNE &, 2007

PROJECTED CASH FLOWS

2007 2008 2009 2010 2011 Horizen

Anticipated Carried Interest* £1.534 286 35,538 596 $26,299.943 3100222824 S168,386,228

Pro Rata Share of Direct Interest Returns** 0% 0 50 20 50 80
Aggregate Taxable Cash Flows 51,534 286 35,538 556 $26,299.943 5100222 824 5168386228 §168,386.228
Lezs: Operating Expenzes 45.05%% (S690,429) (52,492 368) (§11,834.975) (345100,271) (§75.773,8B02) (§75773.802)
Operating Income £843 857 33,046 228 $14 464 969 $55,122 553 $92.612 425 $92 612 425
Less: Tax 425 (5354 420) (31,279 416) (H6.075.287) ($23.151.472) (538.897.219) (§38,897.219)
After-Tax Cash Flows £489,437 31,766,812 $8,389.682 $31,971,081 353,715,207 $53,715.207
Horizon Value - {Gordon Growth Model)*** $399 027,249
Long-Term Growth Rate 4.10%

Discount Rate 18%

Days 208 573 938 1,303 1,668 1,668
Present Value Factors 0.9100 0.7z 0.6535 0.5538 0.4694 0.46094
Present Value of After-Tax Cash Flows £445 383 $1.362 528 55,483,004 $17.707,139 $25.211843 H187 288,723
Sum of Present Value of After-Tax Cash Flows £237.4938721
Faszs-through premium 15% $35.624 808
Aggregate Marketable Value of Invested Capital $273,123,529
Less: Debt Cutstanding 50
Aggragate Marketable Value of Equity $273.123,529
Pro Rata Partner Interest 24 64% $67.207 638
Discount for Lack of Marketability 20%: (£13.459 528)
Pro Rata, Fair Market Value of Parner's Capital $53.838,110
Pro Rata, Fair Market Value of Partner's Capital, rounded $53,800,000

Carrled inferast is derved from AIV Funds VT and VIL It is anficipated that a share of the carrled interesr for &M futwe funds will be aitributable fo AAA Assoclates, LP

"AAA Asspelzles does nod parficioate in any investiment refurns pensratad by the underying funde, per the nates fo the audifed 2006 financial sfatemants
=" Gardon Growth Mods!: Honzon Value = Horlzan Cash Flow x (1 + growth rafe) / (dlscount rafe - growth rale)
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EXHIBIT F-1

AAA ASSOCIATES, .

BUILD APPROACH EQUITY RATE
CARRY FEE CASH FLOWS
AS OF JUNE 6, 2007

Risk-free Rate (20 years) 517%
Equity Risk Premium 6.00%
Size Premium (Beta Adjusted) 1.03%
[Build-up Equity Rate of Return 12.20%]|
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EXHIBIT F-2

FOCIATES,

GUIDELIME COMPANY SAMPLE - DESCRIPTIONS

AS OF JUME &, 2007
COMBANY DESCRIPTION
‘Blackrock, ne, BlackRogh, NG, OpAralag an an inwealrant managemen e in e Uniled Slabes wih 31,125 (ilion ol aasels under managamsan as of Decemtsr 31,

2006 s mvestment managemeant services primarity consist af the acive management of ied mcome, cash managemen and equity dient aocounts, the
maragement o opsn-end and closed-and mulual Tund lamilies, and other ron-Linited States equivaken mial products aerdng the inslitutional and retail
markats, and the marasgement of aliernative furds devsloped o serve vanous cuslomer needs. |t also offsrs nsk managemen, imvestment sysiem
aulaourcing and financial advisony serdces 10 insliulonal meators unger the BlackRoch Soldicrs. brand narrs

Eator Wance Corp, Ealon Vanoe Corp. is principally engaged i the business of managing investmem funds and providing investment management and counseling senices
o high-nat-werh individuals and instiutions. The Company's procuct and sanvices include Gompany-eporacred cpen-end and doded-end tunds, private
funds for high-net-worth and nsihsonal invesiors, retal managed accounts and separasely managed accounts for rstilutional and highenet-worth

wveaboes, A ol Oclober 31, 2006, Exton Vance managed $923.9 bilion in s2aets, The Compsary conducls 2 inveslmen mansgamant business thiough

is three wholly owned sunsoianes, Eaion Vanos Maragement [EV), Boston Management and Research [BMR) and Eaton Vance Investment Counsel

[EVIC], and its three majoriy cwned subsidiares: Aarta Capital Management, LLC (Allanta Capilall, Fox Aseel Managemsam LLC (Fox Assel

Maragement) and Parametric Portfolin Assodates LLE (Parametnc Portolio Associates).

Franklin Resources, Ine. Frankln Reaources, Inc. & an irmesiment managermnant company. Thicugh its wholly camed dinsct and indinect subsidianies, Franalin Resources, Ing
previded invesiment mandgemeant and lurd adminisiralion somnicas 0 open-end and dosed-end invesiment companied, inalilulional accounts, Mgh-ned-
worth famiies, ndiiduals and separate accounts in the Uniled S2aies and intematonally. Frarklin Rescurces, Inc. also prowvides rvestment management
sanyices and oiher relaled serdces, inchading shansholder services, ranaler agency, undamriting, distrbution, cugtadial, inastes and other liduciany
somvices. Inthe company's secondary business and cperating segment, bankingfinance, it provides cients with selkoot retal banking and cansumers lending
arvices thiough s bank subsidaries.

Muveen Imvesimenis, Ino. Huween Invesiments, inc. s prmarily engaged in assel managemant and related research, as wel as. the development, markeling and distrioutian of
iveatman] products and sanvices far e allluent, high-ret-worth and inalilulional rarkel segranls, Nuvean Invesiments deatrbules itz inseatman
products and serices, including mdridually managed accounts, closed-end exchange-traded funds and oper-end muhsal funds to afisent and high-ne-
worh market segments thraugh unaffiiated imermediary firms, indwding broker-dealers, commercial banks, affiliaies af insurance providers, financial
planners, aptouniants, coraultants and invesiment adviscrs. The company a0 provides manaded accounts and parnerships 1 severd inglilulional

market segments.

T. Rowe Price Group, Ine, T. Rows Price Greup, Ine, o8 linancial sanises holding companry thel provices inveativen] advisony serdces 10 indiviousl and ingtitutianal imsesian in the
spansared T. Aowe Prce mutual funds and other investment parfalios. The Company aperates iis mvestment adhisary business through its subsidiany
companies, primarily T. Rowe Price Assodabes, Inc., T. Rowe Price Intemational Funds, Ing. and T, Rowe Price Global Investment Senvices Lieited

Legg Masan I, Legy Magdn, In. is a global sast managemant company, Acting through @2 aubsidianes, the Company provicks inealman managemsant and relabed
sonvices o mshiltional and indivicual clients, compary-sponsored mutual funds and other investiment vehicles. The Company ofers these products and
sarvices directly and through various financial inkermediarios. It divides its business info three daisions: Mutual FundsManaged Servicss, Inst@utional and
Wealih Managemenl. Within esch ol iis divigions. the Comparry provides e services theough a number ol assel managers, which are individieal
lbusnesses, each of which is housed inone or mone different subsidianes, which typically market their products. and serdces under their own brand name.

Dierirg The fagal year ended March 31, 2005, the Compsry acquined Panral Group Lid, a global funds-of-hedg e Nerds manager, 1 alzo exied fram the ran

a5508 Management DuSnNesses.

Allied Capilal Corp, Allipd Capital Corporation is & buginess devalogmant company (BOC) engaged in the privaie equily business. The Company provides kng-tamm debl and
‘equity canital primarily bo privaie midde market companies in a vanesy of ndusines. These invesimends are long-term in nature and are pragsly
neqoedabad. From lme (o ima, T may irmsesl in companias That ane public bul ok acceds 10 acdiions] pubic capilal, It primarly imeasss in e Amarcan
anlreprensuris econamy. The Company doss nol provide seed of arly-slage capitsl.

Harris & Harris Group Ing. Harris & Harns Groug, Inc. is a venbore capital company specalizing n try technalogy that operaies as a business development company [BDG) The
Company's invesiment Mcuses 1 achieve capilal appreciation by making veniure capital invesimants in early age companies. A a venlure capilal
company, e Company invesis im and provides managenal assstanos fo its parfolo companies that have potential for growth. Hames & Hamris Group

makes indal venlure capilal invesiments exclusively in Tny technology, which il defines a2 nancbechnolagy, microaystems and microelecirernechanical

sysinmes (MEMS).

Algrmalive Inveabment Sirategies ARemative Ireestment Stralegies Lid. & a closed-and invasimen] company. The company's objescive is 10 achieve relurms with Ky selatilty, I0ingands 1o
aphicve this by imvesling prindpally in a diversiied porifolo of hedge funds. Glose Fund Services Limiled acts as the manager of te compary.

American Capiial Strategies LTD Amercan Capilal Stratagies, L "Amercan Capital™) invesls in and aponsan managairsn and amployes Buouls, Fnaests in privale aouly-2pansdned
lbuyauts, provides capial drectly o carly stage and mature private and small public companies, imeest n commerdal montgage-backed seounties

"CMIBS") and collaleraized debl chiigation ("COON) sacuries. and invesl in imvesiment funds mansged by the company. Amercan Capilal proides

somior dell, mezzanine debt and equily 1o fund growth, acquisitions and recapitaiizations. The company, through its assel manageme business, s also a

marager o debd and egquity invesiments in privale companiss. Amercan Gapilal proviges capital dracily i privale and small pubic companias 1or growih,

acquisitions or recapitalizations.

Candover Investmenis ple Candver Irvesimants ple & a Uniled Kingdam-based independant insl thal organizes and invests principally in lange Eurapean buyouts, Itis engaged in
The idendhication, implemanation and menitering of large buyouls and buying, Gandever Invesiments plc masas an imsesiment sither under a co-
mvestment agreemaent with third-party funds or iss own account. The third-party managed funds are managed by Candover Parners Limited.

3i Group plo i Group plo is an invesiment inst engaged n prvale equity and venhre capital activities. It foouses on buyouss, growdh capital and verfure capital, and
Frealy acrpes Euncps, he United States and Asia. It Buyouts business ng irests in Europaan mid-market bugoul ranaactiong sith & valie ol up 1o
£1billion and targets araund 15 investments per year. its Growth Capital business makes minonty invesiments across a range of seofors, business szes

and lurvding nessds, and tangeds invesiments o betwean €10 milon ard €150 milicn.

Man Group plo Man Group P is a holding company. Throwgh i&s subsidianes, the Company cperates as a provider of alternafve invesiment preducts and solulians, as
well 86 ActE 8 lulures Droker Man Ieaimanis, the Asaat Managesment division ol the Sompany. provides access 1or privale and instlutional imesions
wiricheide 1o Fedge fund and olher allernalive Frvesienant siralegies (eough & range of products and selulions designed 1 delhver abaclute relums with 8
low carrelatiaon o equity and bond market benchmarks. Man Fnancial, the Browerage diision, acts as a broker of fulures, opions and other equity
devivatives 1or both inglitulional and privale clere, and 022 a2 an intermediary in the metals, ersngy and Toneign exchange markess. Man Financial
provides inlermediary and mariched principal broking and ather related serdces fo a warddwide dient base, which ranges from finandal instieutions, asset
managers and ndusirial groups & professional iraders and private cients.

Partners Growp Malding Farners Group Haldng = a Switzerland-based finandal company. It is a glabal aliernative assel managemaent fimm H imeests in privade eouity, hodge funds
and private debd, The Group manages a range of Tunds, struciured products and customized poretolics foe an intamaional clisnbela of inatilutional
rwestors, private banks and distrbution pariners. Partners Group Holding = headguartered in Zug, Switzerland and has offices in Kew York, London,
Sngapore and Guemsey.

SYG Capital W0 Capital ple = a privale equity invesior and fund manageenenl business, SV0 Capial inveals in o porfiolip of privale equity Nurede, The mageity of which
arz advsed oy Pemmra. In additon, the Gompany imeesss in private eouity funds that invest in Japan, Morth America, Asia and the §fe sciences sedors,
and in unguobsd and guoted busirssaes vough specalist lunds and co-invesiments glongeids (heee lunds, SWG Capita’s tund managamant busiress,
SV Advsers, sfructures, markeis, manages and advses products for meestment in private and publc equiy using privaie eguity techrigues.

Faortress Investment Group LLC  Foriress investment Group LILE (Foriress) = a global akematre asset manager with approcmatety $26 bilion in assets under management as af
Soplemiber 30, 2006, The Company raises, inveals and mardges privale equity tunds, hedgs Tunds and pubichy raded aleratiee invesimeant vahicles.
Foriness cams. management fees based on the size of s funds, incentive inoome based on te perlarmance of the Company’s funds, and msestment
ncome from Farress prindpal invesiments in hase funds.
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EXHIEIT F-3

DESCOUNT RATE EALCLILADN
A5 OF JUNE 7, 2007

BETA CALCULATION
Shares
Comparny Name Symbol Betal  Share Price  Ouistanding MV of Equity LT Debt Prederred MVIC Tax Rate  DebbEquity
(Stocks traded on ULE. siock extanges|
Blackrech, Inc BLK 094 14936 116.35 17.378.0 anaz2 a1 18,181.3 38.2% 4.6%
Eatan Vance Cang EV 1.1 426D 125.74 53866 = = 5,356.5 a7 5% 0u0%
Franklin Aesaurces, Inc BEM 1.28 127.81 24958 a1.848.9 1123 = 12 8812 35.0% 2%
Huvesn Invesimeants, Inc JHC 0.99 53.16 7a.22 42105 £04.7 = 4,805.3 39.8% 14.1%
T. Rowe Price TROW 1.38 48.94 2B5.65 13,2666 = = 13,286.8 ar.Te 00
Legg Masen LM 1.17 97.08 131.78 12,7832 11126 . 13,9058 38.3% BT%
Allied Capital Cam ALD 047 A2.08 162,12 4 880.0 18915 = 6,775 35.0%% ABA%
Harris and Harris Group, Ino TINY 1.55 11.08 21.34 235.0 . . 2360 35.0% 0.0%
American Capital Strategies LTD ACAS 0.49 4537 167.50 71458 4. 008.0 = 11,151.8 41.3% 58.1%
{Sfacks traded on the London Stock Exchange)
Cardever Investiments plo co 0.50 43.01 21.86 940.1 = = 9401 M 0u0%
3i Group ple n 1.27 2291 AB2.E5 B7EG.3 38881 = 12,654.4 02% 44.4%
klan Graup ple. EMG 082 11.14 1.880.07 20,9406 1,2564.0 . 22,1948 B B0%
SVG Capital B 0.87 18.01 134,81 25001 = = 25001 HA D0
Iﬂ.uerage 1.03 10.020.2 1120.2 0.0 11,140.4 1 .68% 13.5%
Unlevered Beta Calculation Aeleverad Beta Calculation
Bu - BuN1+{[1-T4DVE])] B - H14{(1-1HDE}
Bu - 0.80
Using Beda, tax ratke and the indusing's debd 10 equily ratio, the reparted belas are first unlevered below and then relevered in the VE - 00%
calcubalion 1o the right. 1 = 42 0%
B = 0.80 |

Blackroch, Ins - 0.
Eatan Vance Camg - 1.1
Franklin Aesowces, Inc - 1.23
Fuvean Investmeants, Ino - 0.9
T. Rowe Price - 1.38
Legg Mason = 1.1
Alliad Capilal Cam - 0.649
Harris and Harris Group, Ino = 1.65
American Capital Strategies LTI - 067
Candower Inesiments plc - 0.80
3i Group ple - 0.6
Man Graup ple = 0.78
SVG Capital - 067

Average = 0.55

Selected = 0.80
Motes:

! Bource: Blaomberg Metwark

Fariress Investment Grawp LLC - Insufficient wading dala 1o calculale Beta

Partrers Group - Insufficient rading data to calculate Bala

Industry Debt Total Capital Calculations

DebtTatal low. Capital 00%
Eouity Tofal Irv. Capital 100.0%:
Tax Rate Calculation

Cambined Tax Rale 42.00%
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EXHIEIT F-4

AAA ASSOCIATES, .

DISCOUNT RATE CALCULATION
CARRIED INTEREST CASH FLOWS
AS OF JUNE 6, 2007
CAPM SUMMARY

The cost of equity capital using the Capital Asset Pricing Model (CAPM) is as follows:

Re = Rf + (B x { Rm - Rf )) + Rsm |

Where: Ri

Rm - RAf

Rsm
Res

Return on a risk-free asset

Beta - a measure of the systematic risk of the firm compared to the risk of an investment in
a fully diversified stock market portfolio

The market risk premium defined as the expected refurn required for investing in
a fully diversified portfolio (Rm) less the risk-free rate (Rf)

Small stock premium

Company and industry specific risk

We then calculated the WACC as follows:

| Variable Value Source
Rd = 8.00% Company's marginal cost of debt
1= 42.00% Company's Marginal Tax Rate
R = 517% 20-yr treasury strip bond rate
Am - Rf = 6.00% Equity Risk Premiurm
B = 0.80 Computed Beta, see Exhibit F-3
D% = 0.0% Comparables Debl/Capital Ratio
E% = 100.0% Comparables Equity/Capital Ratic
Rsm 1.03% Ibbotsons Size Related Company Stock Premium {Decile 4)
Re = Bt + il x{( Em- Rf » + Bsm + Rcs

=517% + [ 6.00% * 0.80 ] + 1.03%

| Re = 11.00%
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AAA ASSOCIATES,

WACGC SUMMARY COMNCLUSION
AS OF JUNE &, 2007

The Weighted Average Cost of Gapital (WAGC) is calculated as follows:

WACC= B, (1-1) D% + (R, * E% )

EXHEIT F-5

Where: Ry= Cost of interest bearing debt capital

t = Marginal tax rate

D%= Percentage of debt included in capital structure

R, = Cost of equity capital

E%= Percentage of equity included in capital structure

The cost of equity capital was estimated using the methods described in the following pages.

Equity Rate Equity
Method Hate
Capital Asset Pricing Model (see Exhibit F-3 and F-4) 11.00%
Build-Up Approach (see Exhibat F-1) 12.20%
Selected Base Equity Rate 12.00%
Company/Indusiry Specific Risk 6.00%
Company Specific Cost of Equity 18.00%
WACC Calculation
Selected Equity Rate: 18.0% ([see abowve)
Selected Debi Rate: B.0%
Selected DebtTotal Capital Ratio: 0.0%
Selecied Tax Hate: 42.0°%
WACC = [B.0% " (1- 0.42) ] * 0.00 + [ 18.0% * 1.00]
=[46%"0.00]+[18.0% " 1.00]
= 0.0% + 18.0°%
= 1B.0%

Selected WACC: 18.0%
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