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BEAR STEARNS
HIGH-GRADE STRUCTURED CREDIT STRATEGIES
ENHANCED LEVERAGE FUND, L.P.

(FOR USE BY INVESTORS IN BEAR STEARNS HIGH-GRADE STRUCTURED CREDIT
STRATEGIES FUND, L.P., THAT WISH TO EXCHANGE ALL O

R A PORTION OF THEIR
INTEREST THEREIN FOR AN INTEREST IN THE PARTNERSHIF)

SUBSCRIPTION AGREEMENT
for

Limited Partnership Interests

BEAR STEARNS ASSET MANAGEMENT INC,
General Parmer
383 Madison Avenue
New York, New York 10179
Antention: Alternative Fund Services
Telephone: 212-272-1630
Facsimile: 9]17-849-3018

#a

EFTA01118520



The Invesior hereby agrees as follows:

L SUBSCRIPTION FOR AN INTEREST

— -

| Subseription Amount: ALL or Ha

Please specify whether you wish 10 reques! the withdrawal of 2ll or 2 portion of your
interest in the High-Grade Fund as of the Transaction Effective Date (as defined in the
Interest Exchange A greement) and to contribute the proceeds of such withdrawal 1o the A ({
Pannership as of the Transaction Effective Date in exchange for an Interest in the
Partnership having a value equal 10 the value of the Wwithdrawn portion of your interest in .
the High-Grade Fund immediately prior to the effectiveness of such withdrawal, 1{

l i

(A) The Partnership will offer Interests generally as of the opening of business of the first Business
Day of each month (each, a “Subscription Date”). The Investor agrees lo become a limited parter in Lhe
Parmership (as so admitted, hereinafier sometimes individually referred to as a “Limited Parmer” and collectively
with the other limited partners as the “Limited Partners™), and in connection therewith subscribes for and agrees 1o
make a capital contribution to the Partnership in the amount set forth on page 4 hereof, on the terms and conditions
described herein and in the Interest Exchange Agreement atiached as Appendix 11 to this Subscription Agreement
(the “Interest Exchange Agreement™), and in the Memorandum, and the Parmership’s Limited Partership
Agreement (collectively, the “Partnership’s Documents™).

(B} The Investor acknowledges and agrees that it is not entitled to cancel, wrminate, or revoke this
subscription, power of attorney, or any agreements of the Jnvestor hereunder, except as otherwise sel forth in (i) the
Memoranduro or (ii) applicable law, and such subscription and agreements and power of atlorney shall survive
changes in the transaction, documents, and instruments described in the Memorandum.

() The Investor hereby irrevocably constitutes and appoints Bear Stearns Assel Management Inc. or
its designee (and any substitute or successor general partmer(s) of the Partmership) (the “General Parmer™) as its true
and lawful antorney in its name, place, and stead, (i) 1o arrange for payment to the Partmership on behalf of the
Investor, to the extent set forth in this Subscription Agreement, all funds received hereunder, (ii) 1o complete or
correct, on behalf of the Investor, all documents to be executed by the Investor in connection with the Investor's
subscription for an Interest, including, without limitation, filling in or amending amounts, dates, and other pertinent
information, (iii) as applicable, 10 execute, acknowledge, swear to, and file: (a) any counterparts of the Parmership's
Limited Pannership Agreement (the “Limited Parmership Agreement™) to be entered into pursuant to this
Agreement and any amendments to the Limited Parmership Agreement, (b) any agreements or other documents
relating to the obligations of the Parinership as described in the Partnership’s Documents, (c) any certificates of
hmited partnership required by law and all amendments thereto, (d) all certificates and other instruments necessary
to qualify, or continue the qualification of, the Partnership in the stales where it may be doing business, () all
assignments, conveyances, or other instruments or documents necessary to effect the dissolution of the Partmership,
(f) all other filings with agencies of the federal government, of any state or local govermment, or of any other
jurisdiction, which the General Parmer considers mecessary or desirable lo carry out the purposes of this Agreement,
the Limited Partnership Agreement, and the business of the Partnership, and () to file, prosecute, defend, settle, or
compromise litigation claims or arbitrations on behalf of the Parmership (other than proceedings in which the
Parmership and the General Parner are adversaries). This power of aftorney shall be deemed coupled with an
interest, shall be irrevocable, and shall survive the transfer of the Investor's Interest.

(D) The Investor agrees that as of the date of the acceptance of this subscription and the Investor's
Subscription Amount by the General Pariner, the Investor shall become a Limited Parmer of the Parnership, and it
hereby agrees 1o each and every term of the Limited Partnership Agreement, as if the Investor’s signature were
subscribed thereto, and of the Memorandum. By execution of this Subscnption Agreement, the Investor aprees that
it shall be deemed to have executed the Limited Parmership Agreement
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MNontaxable exchanges

Code Sec. 1031(a)(1)

1963, of a coporation which was 3 foreign personal bolding company for

it most recemt taxable year emding before the date of te decedent’s depth
shall be increased by its paoporiionste share of aay Federal estate tax agirib
utshle b the Bet appoecintion in value of sl of such chares amel securithes
detarmuned ay provided im s seciion,

) Proportionste share,

“For pemoses of subdeciion (a), the Proponionsie dhare af o share of
stock or of & secunily is tha: amoues which besrs the same raio to dhe ag.
Fepalc wcrease delemeingd snder sabsection o) as the appreciston an
value of such share or security beass to ihe Apgregate aporecision in valug
of afl sush sheres ind secantes having appreciaton in valge.
el Specisl mules and definitions

Far perpoies of this section —

1) Faderal cstate tax, The term “Federal estse 1ax' mians only ihe tax
impoded by sectson 2000 ar 2101, redweed by any credii albowsbbe widy re
spec [0 b [ax om poe ansfers by wselion 2013 or 2102

120 Federal estaie tax atinbuiable o et appeecialios mn vahee, The Fed-
eral eutnle 1ax miinibuaisblo 1o ihe net appreciation in vadee of all shares of
sk and secudities to which subssstsan (a) apphes is that amouny which
bewrs ihe same fatio w0 tbe Federal eatate lax as the met appreciation in
vilee of all of sach shares and securisies bears  ihe walwe ;sz Bross a5

tate a5 dedermingd under chapser 1] Gocheding section 31, relaling w al
lernate valsakion)

“13b Net apprecistion. The met Appeecislion i value of all shapss and se-
cuntet tp whick” sshsestion “L:.;Hi“ i the amouni by which (he Fair
markel value of all such shares Bediifities exgreds the adjusted bass of
such property in the homds of the deoaden,

“i4) Fair markes value. For parposes of (s wection, the tenm “fair market
vabss' meass fair markes value delermaned ader chapoer 11 (including sec-
lhon 32, sefating (o allermare valuatan),

V) Limitasions

“This section shall not apaly 1o any foregn peronal bold COMPANY
refemed 16 in section }dlrnﬁ:" e
In 1964, PL. 88271, Sec, 225, sdded Code Scc M12Z, effective for de-
codents: dyimg afer 12E0063,

Sec. 1023, Cross references,
(I} For cenain distributions by a comporation which are

applied in reduction of basis of siock, see section
0 x2). :

(2} For basis in case of construction of new vesscls, see
chapter 333 of tithe 46, United States Code,

In 2006, PL. 10530, S=c I7feld), substiteted “chapser 533 of tifle 26,
Unised Stases Code™ for “sectios 511 of the Merchant Marine A, | 936, s
dmended (46 U S.C. FI6LY" 0 para. (2), epgcted L2008,
In 1980, PL 96-589, Sec. &(i)4), deleted pars. (1) and redesignated pars
[3) as para. (2), effective, |OV1T9, encepi fer any proceeding usder the
Bankespeoy Act begen befiore 100179, Sac, Tig) of this Act provides:
g} Definstions

For purpeses of this section —

(1) Bankraptcy case. The (em “hankrapicy case” mesns any case under
tithe 11 of the Undred Suaies Code (a5 recocdified by PL. 95-50%)

2} Sioiler judicial proceedhng. The erm “samiler judicial proceeding
means 4 receivership, foeciosure, o tsmilar proceeding @ a Federal or
State count (s modified by section W8EKIND) of the Irternal Revense
Code of 19543." h C
Priar 1o deletion para, (2) remd i faliows

{2} For basis of propenty in case of cennin redrganirations and arrange-
Tehls wedder the Bamkrupicy AcL tee sections 270, 396, and 322 of tha
Adt, as amended (11 UL 5. C, 670, 796, nn- .

—PL. 9273, Sec £01(z), Tepesled See. 2005aWT) of PL. 5u-455 and
the amendmient made by Sec. J005(aK 2, effecive for decadents dying after
76 [s2e bolow). Sec. 4010k of PL. 96223 provides 35 fallows;

(B} Revival of price bow,

“Except io the cxient BOCeRAry 10 cary Oowl tubsection (d), ise laternal
Revenue Code of 1954 shall be spplied and sdminigesed = il the prow-
ons repealed by subseclion fa), =d the sméndmenis made by those provi-
sons, had oot been enacied ™
ln 1976, PL %4455, Sec. V0 aM12T), deleted pars. (4), efectve for ta
¥ hepin. alier *T4,

Pricr 4o deletion, para. {4) read a5 foliows

(4] Far rules applicable in case of payments in vielation of Defense P
Suction Act of 1950, s amended ses section 405 of that Act
=P.L. 34-455, Sep JNS{aNZ), redesignaed Code Sec 1023 as Code Seg
W24 2o addled new Code Sec. 1023, bur Sec. 2005(a)2) was mopealed by
Sec. 40Ms) of PL. 96-223 [see sbove]. For Code Sec 1023 sddled by Sec.

HOAaKY) see nole for Sec 40104) of PL. 96-223 fellowisg Code Sec
M

In 1964, redesignaied Code See, 1022 a Codle Sac, 1021,

PART M. —COMMON NONTAXABLE EXCHANGES
Sec,
1031. Exchange of property held for productive use or in-
VESLmEnL
1032, Exchange of stock for propenty
1033. Invgluntary conversions.
1034, Repealed,
1035. Certain exchanges of insurance policies.
1036, Stock for stock of same conporation,
1037. Certain exchanges of United States obligations,
1038, Certain reacquisitions of real property,
1039, Repealed,
1040, Transfer of certain farm, oic.. resl propenty [effective
before 1/152000].
1040. Use of appreciated carryover basis ropeny lo satisfy
pecuniary bequest [affective afll]:r 1231/2000],
I041. Transfers of property between spouses or incidest 1o
divarce.
1042, Sales of siock to employee stock ownership plans or
centain cooperatives,
1043, Sale of property i comply with conflict-of-interest re-
quarements.
1044, Rollover af publicly traded securities gain into spe-
cialized small business investment coMmpanies
1045, Rollover of gain from qualified small business stock
to another qualified small business stock.

In 2000, PL. 10716, Sse. 431442}, amanded iem 1040,
Frioe 10 amendment, item 1040 sesd & follows:

10401, Tramsfer of certain furm, etc., res| propeny.”

I 1997, PL. 10534, Sec. 3| ) 15), delctod item 1034 . .. See. 31 4B,
ackded Bem F045

fn 1993, PL. 103:66, Sec. 170140c), added isem |04t

In 1990, FL 101-508, Se 1TE0I(h)E), deleted jtem 10779,

Prior to deletion, item 1039 read a8 follows:

CHS. Censin sales of kow-income housing peojects.”

In 1989, P.L. 100-194, Sec. SOMBNIY, sdded item 1043,

In 1986, PL. 590-514. Sec 1854gap12), amended Wem 1042

Price 15 amendment, fcm 1042 read as follows:

“1042. Sabes of stock 1o siock cunership plans or cenain cooperasives ™
In 19%:, Pl 98-368. Sec. 420ich added ilem 1041 . Sec. 34 1{a). added
Hem 1042

In 1981, PL 97-34, Sec, 421(j)INC), smended jlem 1040

Priof to amendment. item 1040 read 25 Sollows:

"0, Use of farm, ete,, resl propenty 1o salify pocuniary Bequed "

In 1980, P.L. 96-223, Scc. 401cN2NB) revised Tahle, past ML, Subch O,
ch. 1 o read ~“Sec. M40, Use of farm, esc,, real pmr-m‘; 1o satisfy pecuns-
ary bequail.”. in respect of decedent; dying afeer |2030/74

Prioe 1o revision the table resd a5 follows:

“1040. Use of certain appeeciated carryever hasss prapenty o salisly pecusi
ary reguest”
In 1578, P.L. 95-600, Sec. S05(cK), amended itain 1034,
Prior 1o amendment iem 1004 resd 43 Todlows:

“Sale or exchasge of residence."
In 1976, PL. 94-455. Sec. 2005(e)2), added jsemn 1040
In 1960, PL. 9]-172. Sec. SUc). added jem 1009
I 1964, inserted item [038
Im 1959, added wiem 10087

or investment.
(a) Nonrecognition of gain or loss from exchanges solely
in kind.
(1) In general. No gain or loss shall he recognized on (he
exchange of property held for productive use in a trade or
business or for investment if such propenty is exchanged

Sec, 1031, F:::r_ha_nar of pmperu-_hnld _I-'n.r. productive uwse |/'
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Code Sec. 1031(a)(1)

Nontaxable exchanges

solely for properiy of like kind which is w be held either
for productive use in a trade or business or for investmenl.

‘—? {2) Exception. This subsection shall not apply to any ex-

change of —
(A} stock in irade or other property held primarily for
sale,
(B) stocks, bonds, or notes,
() other securities or evidences of indebiedness or in-
Lerest,

} interests in a parimership,
(E) certificates of trust or beneficial inerests, or

(F) choses in action.

For purposes of this seclion, an interest in a partnership

which has in effect a valid clection under seclion T61l(a)

to be excluded from the application of all of subchapler K

shall be treated as an interest in each of the assels of such

partnership and net as an interest in a partnership

(3) Requirement that property be identified and thai

exchanpe be completed nol more than 180 days after

transfer of exchanged property. For purposes of this
subsection, any property received by the taxpayer shall be

treated as property which is not like-kind property il—

(A} such propery is nol identified as propeny to be re-

ceived in the exchange on or before the day which is 43

days after the date on which the taxpayer transfers the

property relinquished in the exchange. or

(B) such property is received afier the earlier of —
(i) the day which is 180 days after the date on which
the axpayer wansfers the property relinguished in the
exchange. or
(ii) the due date (delermined with regard 1o exlen-
sion) for the transferor’s retum of the tax imposed by
this chapler for the laxable year in which the transfer
af the relnguished property occurs.

(b} Gain from exchanges not solely in Kind.

If an exchange would be within the provisions of subsec-
tion (a), of section 1035(a), of section 1036{a), or of section
1037 (a), if it were not for the fact that the property received
in exchange consisis mot only of property permitted by such
provisions to be reccived without the recognition of gain, bul
also of other property or money, thea the gain, if any, 1 the
recipient shall be recognized, hut in an amount aol in excess
of the sum of such money and the fair market value of such
olher property.

() Loss from exchanges not solely in kind.

If an exchonge would be within the provisions of subscc-
tion {a), of section 1035(a), of section 1036{a), or of section
1037 (a), if it were not for the fact that the property received
in exchange consists not only of property permitied by such
provisions to be received without the recognition of gain or
loss, but also of elher properly or money, then no loss from
the exchange shall be recognized.

(d) Basis.

If property was acquired on an exchange described in this
section, sechion 1035(a), section 1036{a), or section 103 7{a),
then the basis shall be the same as that of the properly ex-
changed, decreased in the amount of any money neceived by
the taxpayer and increased in the amoust of gain or de-
creased in the amount of loss 10 the axpayer thal was recog-
mized on such exchange. If the property so acquired com-
sisted in part of the type of properly permitted by this
section, section 1035(a), section 1036(a), or secton 1037(a).
10 be received without the recognition of gain or koss, and in
part of olher property, the basis provided in this subsection
shall be allocated between the properues (other than money)

2,760

received, and for the purpose of the allocation there shall be
assigned to such other property an amounl equivalent 10 its
fair market valoe ol the date of the exchonge. For purposes
of this section, section 1035{a). and section 1036{z), where
as part of the consideration to the wxpayer another party o
the exchange assumed (25 determined under section 357(d))
a linbility of the waxpayer, such assumplion shall be consid-
ered as money received by the waxpayer on the exchange.
{e) Exchanges of livestock of different sexes.
For purposes of this section, livestock of different sexes
are nol property of a like kind.
() Special rules for exchanges between related persons.
(1) In general. If —
(A) a taxpaver exchamges properly wath 4 related per-
s0n,
(B) there i3 nonrecognition of gain or loss (o the tax-
payer under this section with respect to the exchange of
such property (determined without regard w0 this sub-
seclion). and
(C) before the date 2 years after the date of the last
transfer which was part of such exchange—
{i) the related person disposes of such propenty. or
{ii) the taxpayer disposes of the property received in
ihe exchange from the related person which was of
like kind 1o the property transferred by the taxpayer,
there shall be no nontecognition of gain or loss under this
section o the taxpayer with respect to Such exchange, ex-
cept thal any gain or loss recognized by the taxpayer by
reason of this subsection shall be taken nto account as of
the date on which the disposition referred 1o in subpara-
graph (C) ocours
{2) Certain dispesitions not taken inlo aceount. For pur-
poses of paragraph (1{C), there shall not be taken into ac-
count any disposition—
{A) after the eardier of the death of the taxpayer or the
death of the related person,
(B} in a compulsory or inveluntary conversion (within
the meaning of section 1033) if the exchange occurred
before the threat or imminence of such conversion, or
(C) with respect to which it s established to the satis
faction of the Secrclary that neither the exchange nor
such disposition had ot one of its principal purposes the
avoidance of Federal income fax
{3 Related person. For purposces of this subsection, the
term “related person” means any person bearing a rela-
tionship 10 the taxpayer described in section 267(b) or
TONDI(L).
{4) Treaimend of certain transactions. This section shall
nol apply 1o any exchange which is part of a transaction
{or series of transactions) structured 1o avoid the purposes
of this subsection.
{g) Special rule where substantial diminution of risk.
(1) In general. Il paragraph (2) applies to any property
for any period, the running of the period set forth in sub-
section (N(INC) with respect to such property shall be
suspended dunng such period
{2) Property to which subsection applies, This paragraph
shall apply to any properly for any period during which
the holder's risk of loss with respect 1o the propeny
substantially diminshed by —
{A) the holding of a pul with respect 1o such property,
(B) the holding by another person of a right 10 scquire
such property. of
{C) a short sale or any other iransaction.
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