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LONE STAR FUND IV (U.S.), L.P.

LSF IV B KOREA I, LP NOTES TO FINANCIAL STATEMENTS

STATEMENT OF ASSETS, LIABILITIES AND PARTNERS' CAPITAL (UNAUDITED )

DECEMBER 31, 2006 1. Organization and Description of Limited Partnership Agreement
Organization

ASSETS Lone Star Fund IV (U.S.), L.P., a Delaware limited partnership (the “Partnership”), was effective as
of December 12, 2001. The Partnership has 38 limited partners (the “Limited Partners™), which
Investment in Lone Star Global Holdings, Ltd $ 484,464,672 hold 99% of the partnership interests, and Lone Star Partners IV, L.P., a Bermuda exempt limited
Accounts receivable from affiliates 2.896,160 partnership (the “General Partner”) holds a 1% general partnership interest. The Partnership is a
R 3 487 360.832 significant owner and investor in a variety of investment vehicles that targets a broad range of real
—_ estate related and other debt and equity investments in various asset classes, property types,

transaction structures and sizes located throughout North America, Asia and Europe.

LIABILITIES AND PARTNERS' CAPITAL The objective of the Partnership is to achieve significant yields and capital gains for its partners
- over a projected three- to five-year holding period for each investment. The Partnership invests

Partners' capital: where it believes that it has a competitive advantage arising from the General Partner’s expertise in
Gareral iadrar 81 144 549 origination, evaluation, management and disposition of real estate related and other debt and equity

i pa : ! investments. The Partnership agreement allows for three subscription classes: (i) Limited Partners

Limited partner ) 406,216,283 with capital commitments of at least $150 million, but less than $200 million, are defined under the

Total partners' capital 487,360,832 limited partnership agreement as “Designated Limited Partners”; (ii) Limited Partners with capital

commitments of at least $200 million, but less than $400 million, are defined as “Specified Limited
Total liabilities and partners' capital 3 487,360,832 Partners™; (iii) Limited Partners with capital commitments equal to or greater than $400 million are
defined as “Selected Limited Partners.”

The General Partner of the Partnership is also the general pariner of Lone Star Fund IV (Bermuda),
L.P., a Bermuda exempt limited partnership (the “Bermuda Partnership”), which invests in similar
types of investments as those of the Partnership. On December 12, 2001, the Bermuda Partnership
and the Partnership (each a "Fund" and collectively the "Funds") entered into an agreement (the
“Side-by-Side Agreement”) that sets forth the contractual rights and obligations of the Funds for the
purpose of co-investing on a side-by-side basis. All investments of either Fund require approval of
both Funds. Prior to funding an investment, the Funds-eeHeetively-determime- the ‘portiom of such

= et investment that will be allocated to co-investors. ¢ i H
H £ : .
i ¥

i
1
i
i

Summary of the Limited Partnership Agreement
The operations of the Partnership are governed By the First Amended and Restated lejted
Partnership Agreement dated December 12, 2001, 5 amernded (the “Agreément”).” "The right to
= manage, control and conduct the business and affairs of the Partnership is solely the responsibility
i of the General Partner. The General Partner is responsible for the evaluation, execution and
management of the investments and investment opportunities of the Partnership. The Agreement
provides that the Partnership will continue in existence until March 28, 2010. The Agreement also
allows for up to two consecutive one-year extensions and for early termination if certain conditions,
as defined in the Agreement, are met.

.
F
i
I
i

The General Partner and Limited Partners are committed to make capital contributions in the
aggregate amount of approximately $2.6 billion. With exceptions for follow-up investments and
certain other limited circumstances, the Limited Partners' commitments expired on September 1,
2004, in accordance with the Agreement (the "Commitment Period"). At the expiration of the
Commitment Period, all partners were released from any further obligation with respect to their
unfunded commitments, except as outlined in the Agreement.

32 - BAEF UUARE 24U US| BLAE} BIF7| of 27! E=3 12y 33



LONE STAR FUND IV (U.S.), L.P.
SCHEDULE OF INVESTMENTS

2005

2006

DECEMBER 31, 2006 AND 2005
(Dollars in Thousands)
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2.22%

44,608

29,492

16,702
19,002
14,143

56,242
42,920

50,154
22,218

3.04%

31.62%

88,716
980,464

21,7137
617,028

2.02%

63411
25.92%

815,666

7,520
304,527

3

3
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for any distributions and income (loss)

Tokyo Capital Investments, Lid - Redwing / TCF

LSF IV Golf Holdings, Ltd - Golf Other

First Credit Holdings, LP - Japan CFC Investment
First Credit Holdings, LP - First Credit

Tokyo Capital Investments, Ltd - Chisan Hotels
Tokyo Capital Investments, Ltd - Chisan Golf

Tokyo Capital Investments, Ltd - Project Max
LSF IV Golf Holdings, Ltd - JGP

LSF4 REQOC | Class E - Mickey / EA Investments

LSF4 REOC VII Class H - Mega
LSF IV Golf Holdings, Ltd - STT

LSF4 REOC VI Class J - Kinkakuji
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LSF4 REOC Il Class H - FAP1 Portfolio
LSF4 REOC VIl Class C - SC-2005

LSF4 REOC Il Class [ - SC-2004

Other

Amounts generally represent the aggregate dollars invested by the Parinership adjuste

ive year-end p

P
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The accompanying notes are an integral part of these financial statements.

LONE STAR FUND IV (U.S.), L.P.

ACCOMPANYING INFORMATION

STATEMENT OF CHANGES IN INDIVIDUAL PARTNERS' CAPITAL
FOR THE YEAR ENDED DECEMBER 31, 2006

EZ3|

Partners' Partners'
Capital Capital
December 31, Capital Net December 31,
Partners 2005 Distributions Income 2006
General Panner
Lone Star Partners 1V, L.P. $ 421,294817 5 (116,788,057) § 274813705 5§ 579,320,465
Limited Pariners:
Washington State Investment Board 394,691,821 (109,014,763) 120,656,396 406,333,454
Howard Hughes Medical Institute 394,691,821 (109,014,763) 120,656,396 406,333,454
Board of Trustees of the Leland Stanford Junior University 246,841,540 (68,172,758) 75,417,707 254,086,489
State of Oregon Public Employees’ Retirement Fund 197,473,229 (54,538,207) 60,334,165 203,269,187
New York State Teachers' Retirement System 197,473,229 (54,538,207) 60,334,165 203,269,187
William and Flora Hewlctt Foundation 197,473,229 (54,538,207) 60,334,165 203,269,187
Califomia State Teachers' Retirement System 197,473,229 (54,538,207) 60,334,165 203,269,187
Bullshead Limited Liability Company 148,254,470 (40,549,073) 45,271,458 152,616,855
State of Wisconsin Investment Board - Real Estate Division 98,862,977 (27,299,382) 30,180,971 101,744,566
State of Wi in ] Board - Opp ity Fund 49,431,493 (13,649,691) 15,090,484 50,872,286
University of Notre Dame Du Lac 39,342,082 (10,873,178) 11,974,222 40,443,126
A 4 Institute of Technology 34,424,319 (9,514,031) 10,477,445 35,387,733
Weyerhacuser Company Master Retirement Trust 34424319 (9,514,031) 10,477,445 35,387,733
Houston Firefighters' Relief and Retirement Fund 24,588,799 (6,795,736) 7,483,887 25,276,950
John Decre Pension System 24,588,799 (6,795,736) 7,483,887 25,276,950
Fresno County Emp ! Reti A iati 19,671,042 (5,436,589) 5,987,111 20,221,564
Dallas Police & Fire Pension System. 19,671,042 (5,436,589) 5,987,111 20,221,564
Trusices of Columbia University in the City of New York (5.436,589) 5,087,111 20,221,564
Houston Municipal Employees Pension System ‘ (4,757,015) 5,238,722 17,693,870
Muanbro R.E. I, L.P. (4,240,539) 4,660,947 15,772,821
M h Institute of Technology Basic Retijen 14,753,278 i(4,ﬁ??,442) 4,490,334 15,166,170
Kresge Foundation i 14,753,278.. = 1(4,077,442) 4,450,334 15,166,170
MAF Investments, Lid. \ |2.‘91{|09 g -{3,452,234} 3,801,816 12,840,691
Foundation Investments of Ohie, Lid. : 11,507,560 _3,180,404) 3,502,459 11,829,615
University of Louisville Foundation, Inc. t E 235,519 ST (2,718,294) 2,993,556 10,110,781
Surdna Foundation, Inc. 1 e e T 6,835,519 (2,718,294) 2,993,556 10,110,781
Scripps College = 5,901,313 (1,630,977) 1,796,134 6,066,470
BMO Private Equity (U.S.), Inc. 4,917,759 (1,359,147) 1,496,777 5,055,389
ry E. Huntington Library and Ant Gallery 4,917,759 (1,355,147) 1,496,777 5,055,389
e m:-i Fund 1 Serics B, LLC 4,917,759 (1,359,147) 1,496,777 5,055,389
PUNP... WFC Holdings Corporation 4,917,759 (1,359,147) 1,496,777 5,055,389
2 e GuideStone Financial R of the Southern Baptist Convention 4,917,759 (1,359,147) 1,496,777 5,055,389
A ‘m,,..- = JohnlOudt 4,917,759 (1,359,147) 1,496,777 5,055,389
. Walter & Elise Haas Fund 3,934,207 (1,087,318) 1,197,423 4,044312
e Louisville Presbyterian Theological inary 2,950,654 (815,488) 898,067 3,033,233
weriticiuse LLC 2,950,654 (B15,488) 898,067 3,033,233
e Lucile Packard Foundation for Children's Health 2,458,881 (679,574) 748,388 2,527,695
Claude Worthi Benedum Foundati 1,967,104 (543.659) 598,711 2,022,156
Subtotal Limited Pariners 2,494.489,688 (689.004.787) 761,766,467 2,567,251,368
Totals $ 2915784505 S (805,792.844) S5 1,036,580.172 5 3,146,571,833
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LSF IVB KOREAlI, L.P.
NOTES TO FINANCIAL STATEMENTS

& ol o (8 (@ & &
1.  Organization and Description of Limited Partnership Agreement LR b o2 s & 1€ o
E-E_Eg Q Gl& 2z 3 |18 & %
Organization g E ~ SIS 5 g § E s 3
LSF IVB Korea II, L.P. (the *“Partnership”) was formed as a Bermuda exempt limited partnership = A
on October 20, 2003 (inception date), for the purpose of serving as a special investment vehicle for » b
Lone Star Partners IV, L.P., a Bermuda exempt limited partnership (the “General Partner”) and a
certain affiliate of the limited partner (the “Limited Partner”) who has invested with the General a8 z 29 g |3 = &
Partner in Lone Star Fund IV (Bermuda), L.P., a Bermuda exempt limited partnership (the 'l g8lg co g g | o
“Bermuda Fund”). The Partnership has two investor classes, Class A and Class B. The Partnership — 2 g A b a2 o S
has one general partner and one limited partner. The General Partner owns a 1.00% interest in ’-"’"”:‘ \ = B ol E L T
Class A investments, and the Limited Partner owns 99.00%. The General Partner owns a 0.01% Ry ! - i
interest in Class B investments, and the Limited Partner owns 99.99%. The General Partner’s et
aggregate interest in both classes is 0.9%, while the Limited Partner’s aggregate interest in both \ aila e le la | ~
classes is 99.10%. Class A of the Partnership was created pursuant to the directive for special / £ o B A | | =
investment vehicles in Section 3.06 of the First Amended and Restated Limited Partnership = ':.-3 o |2 = T (€ =
Agreement of the Bermuda Fund dated December 12, 2001 (inception date), as amended (the E’E i AU 2 <
“Bermuda Fund Agreement”). The Partnership invests indirectly in the capital stock and other Uz
securities of the Korea Exchange Bank (“KEB”™). a: a o &
Summary of the Limited Partnership Agreement E R R I za s e s o
The operations of the Partnership are governed by the First Amended and Restated Limited g Y= =38 a2 |3 |8 & =
Partnership Agreement dated October 20, 2003 (the “Agreement”). The right to manage, control = g = 2w a3 3 § |18 |5 3 "g‘
and conduct the business and affairs of the Partnership is solely the responsibility of the General g tRESR g, b S P = ]
Partner. The General Partner is responsible for the evaluation, execution and management of the w £Y 8 i g |8 |k 2
investment and investment opportunities of the Partnership. The Agreement provides. that the E‘-: =2 - all e =
Partnership will continue in existence until October 20-20+Tlhe Agieement also allows for up to (14
two consecutive one-year extensions and for earlysterminatich if certain conditions, as defined in é
the Agreement, are met. A b= s nme o
B ! =
Capital Contributions e g
The Agreement calls for two classes of capital contributions, Class A and Class B. At the time that = e
the General Partner determines that an investment meets the investment parameters of the Bermuda a &
Fund Agreement for Class A investors, the General Partner notifies the partners in the Bermuda 22 <
Fund, and such partners assign the applicable portion of their subscription commitments (thereby o E ;
reducing such commitments by the assigned amount) to each of their respective affiliates who are E - g
partners in the Partnership, and the General Partner calls the amount of capital set forth in the o= 3 = <m
assigned subscription from such affiliates into the Partnership to close the applicable investment. For Jxo 8 Lﬁ E
Class B investors, the General Partner and Limited Partner are committed, in aggregate, to contribute _ E % a Lo =
approximately $25 million. z = E a el E E
: . ey : . wo o > > A <@ &
The Limited Partner’s commitment for Class A contributions, with exceptions for follow-up ¥ Z "OL z PR 22 T < m
investments and certain other limited circumstances, expired on September 1, 2004. The Limited O 883 50 & & 8
Partner’s commitment for Class B contributions expired on December 31, 2004. At the expiration or X E = ﬁ 5 E E ¢ Een 3 0 ©
termination of the commitment period, all partners were released from any further obligation with mo g > £ x =8 E ;’ ;‘ E E Z
respect to their unfunded commitments, except as outlined in the Agreement. = = 0 u o § & a 2 =£¢ £ 2 2 =
w Okt B §eg2 Bz 4 2 & €
NOEg El §5-=2 EQU
<< ®n L &l © —
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KEB INVESTORS, L.P.
NOTES TO FINANCIAL STATEMENTS

Organization and Description of Limited Partnership Agreement

Organization

KEB Investors, L.P. (the “Partnership”) was formed as a Bermuda exempt limited partnership on
September 3, 2003 (inception date). The Partnership has one general partner and one limited
partner (the “Limited Partner”). Lone Star Partners IV, L.P. (the “General Partner”), a Bermuda
exempt limited partnership, owns a 0.01% interest. The Partnership invests indirectly in the capital
stock and other securities of the Korea Exchange Bank (“KEB”).

Operations

The operations of the Partnership are governed by the First Amended and Restated Limited
Partnership Agreement dated September 5, 2003 (the “Agreement”). The right to manage, control
and conduct the business and affairs of the Partnership is solely the responsibility of the General
Partner. The General Partner is responsible for the evaluation, execution and management of the
Partnership. The Agreement provides that the Partnership will continue in existence until
September 5, 2011. The Agreement also allows for up to two consecutive one-year extensions and
for early termination if certain conditions, as defined in the Agreement, are met.

Capital Contributions
The General Partner and Limited Partner are committed to make capital contributions in the
aggregate amount of approximately $100 million. With exceptions for follow-up investments and

certain other limited circumstances, the Limited Partner’s 'i:ommnment explred on December 3]
2004. All capital commitments have been fully funded. i !

Subject to certain limitations set forth in the Agreement;', the)GeneEal Partner may catl-additional
capital to the extent necessary to pay the costs and expenses of. the Partnership-and to  make
additional investments relating to existing Partnership assets.

Allocation of Partnership Distributions, Profits and Losses
Consistent with the Agreement, cash distributions, exclusive of management fees, are calculated
and allocated as follows for each investment with distributable funds (the “Relevant Investment”):

(i)  First, 100% of the excess of all available funds in excess of any reserves the General Partner
deems necessary (the “Distributable Funds™) will be distributed to and retained by the
Limited Partner until it has received from the Partnership, on a cumulative basis, a return of
all capital contributed by the Limited Partner;

(i) Second, 100% of such remaining Distributable Funds will be distributed to and retained by
the Limited Partner until it has received from the Partnership, on a cumulative basis, a 10%
compounded annual return on all capital contributed with respect to the Relevant Investment;

(iii) Third, 100% of such remaining Distributable Funds will be distributed 80% to the Limited
Partner and 20% to the General Partner until the cumulative distributions from the
Partnership in clause (ii) above plus this clause (iii), with respect to the Relevant Investment,
equal a total 15% compounded annual return on all capital contributed with respect to the
Relevant Investment;

AE} 8427 9f EH[QI7p!

KEB INVESTORS |i, L.P.

NOTES TO FINANCIAL STATEMENTS

Organization and Description of Limited Partnership Agreement

Organization

KEB Investors 11, L.P. (the “Partnership™) was formed as a Bermuda exempt limited partnership on
September 24, 2003 (inception date). The Partnership has one general partner and four limited
partners (the “Limited Partners”). Lone Star Partners IV, L.P. (the “General Partner”), 2 Bermuda
exempt limited partnership, owns a 0.01% interest. The Partnership invests indirectly in the capital
stock and other securities of the Korea Exchange Bank (“KEB”).

Operations

The operations of the Partnership are governed by the First Amended and Restated Limited
Partnership Agreement dated October 27, 2003 (the “Agreement”). The right to manage, control
and conduct the business and affairs of the Partnership is solely the responsibility of the General
Partner. The General Partner is responsible for the evaluation, execution and management of the
Partnership. The Agreement provides that the Partnership will continue in existence until October
27,2011, The Agreement also allows for up to two consecutive one-year extensions and for early
termination if certain conditions, as defined in the Agreement, are met.

Capital Contributions
The General Partner and Limited Partners are comumnitted to make capital contributions in the

aggregate amount of approximately $47 million. With exceptions for follow-up investments and
certain other limited circumstances, the Limited Partners’ commitments expired on December 31,
2004. All capital commitments have been fully funded.

Subject to certain limitations set forth in the Agreement, the General Partner may call, additional
capital to the extent necessary to pay the cost§ and expenses of the Partnelshlp and to make
additional investments relating to existing Partnership assas : S il

PSR- )

Allocation of Partnership Distributions, Profits and Losse& :
Consistent with the Agreement, cash distributions,. exclusive-of. management: fees are calculated
and allocated as follows for each investment with distributable funds (the “Relevant Investment”):

(i)  First, 100% of the excess of all available funds in excess of any reserves the General Partner
deems necessary (the “Distributable Funds”) will be distributed to and retained by the
Limited Partners until they have received from the Partnership, on a cumulative basis, a
return of all capital contributed by the Limited Partners;

(ii) Second, 100% of such remaining Distributable Funds will be distributed to and retained by
the Limited Partners until they have received from the Partnership, on a cumulative basis, a
10% compounded annual return on all capital contributed with respect to the Relevant

Investment;

(iii) Third, 100% of such remaining Distributable Funds will be distributed 80% to the Limited
Partners and 20% to the General Partner until the cumulative distributions from the
Partnership in clause (ii) above plus this clause (iii), with respect to the Relevant Investment,
equal a total 15% compounded annual return on all capital contributed with respect to the
Relevant Investment;

E23| x2d- 39



KEB INVESTORS IV, L.P.

KEB INVESTORS IlI, L.P.
NOTES TO FINANCIAL STATEMENTS

NOTES TO FINANCIAL STATEMENTS

- BLEMGARE 21010 S AR BAE BFT| off AL

Organization and Description of Limited Partnership Agreement

Organization

ICEB Investors I1I, L.P. (the “Partnership”) was formed as a Bermuda exempt limited partnership on
October 10, 2003 (inception date). The Partnership has one general partner and one limited partner
(the “Limited Partner”). Lone Star Partners IV, L.P. (the “General Partner”), a Bermuda exempt
limited partnership, owns a 0.01% interest. The Partnership invests indirectly in the capital stock
and other securities of the Korea Exchange Bank (“KEB”).

Operations
The operations of the Partmership are govemed by the First Amended and Restated Limited

Partnership Agreement dated October 27, 2003 (the “Agreement”). The right to manage, control
and conduct the business and affairs of the Parmership is solely the responsibility of the General

' Partner. The General Partner is responsible for the evaluation, execution and management of the

Partnership. The Agreement provides that the Partnership will continue in existence until October
27,2011. The Agreement also allows for up to two consecutive one-year extensions and for early
termination if certain conditions, as defined in the Agreement, are met.

Capital Contributions
The General Partner and Limited Partner are committed to make capital contributions in the

aggregate amount of approximately $46 million. With exceptions for follow-up investments and
certain other limited circumstances, the Limited Partner’s commitment expired on December 31,
2004. All capital commitments have been fully funded.

Subject to certain limitations set forth in the Agreement, the General Partner may call additional
capital to the extent necessary to pay the costs and expenses of the Partnership and to make
additional investments relating to existing Partnership assets. e 2T

ol

Allocation of Partnership Distributions, Profits and Losses 1 4

Consistent with the Agreement, cash distributions, exclusive of mzmagemem fees, are calculated

and allocated as follows for each investment with distributable fiunds (f.he “Reievam Investment”):

(i)  First, 100% of the excess of all available funds in excess of any reserves the General Partner
deems necessary (the “Distributable Funds”) will be distributed to and retained by the
Limited Partner until it has received from the Partnership, on a cumulative basis, a return of
all capital contributed by the Limited Partner;

(i) Second, 100% of such remaining Distributable Funds will be distributed to and retained by
the Limited Partner until it has received from the Partnership, on a cumulative basis, a 10%
compounded annual return on all capital contributed with respect to the Relevant Investment;

(iii) Third, 100% of such remaining Distributable Funds will be distributed 80% to the Limited
Partner and 20% to the General Partner until the cumulative distributions from the
Partnership in clause (ii) above plus this clause (iii), with respect to the Relevant Investment,
equal a total 15% compounded annual return on all capital contributed with respect to the
Relevant Investment;

Organization and Description of Limited Partnership Agreement

Organization

KEB Investors IV, L.P. (the “Partnership™) was formed as a Bermuda exempt limited partnership
on October 20, 2003 (inception date). The Partnership has one general partner and one limited
partner (the “Limited Partner”). Lone Star Partners IV, L.P. (the “General Partner”), a Bermuda
exempt limited partnership, owns a 0.01% interest. The Partnership invests indirectly in the capital
stock and other securities of the Korea Exchange Bank (“KEB”).

Operations
The operations of the Partnership are governed by the First Amended and Restated Limited
Partnership Agreement dated October 27, 2003 (the “Agreement”). The right to manage, control
and conduct the business and affairs of the Partnership is solely the responsibility of the General
Partner. The General Partner is responsible for the evaluation, execution and management of the
Partnership. The Agreement provides that the Partnership will continue in existence until October
27, 2011. The Agreement also allows for up to two consecutive one-year ¢ extensions.and- for-early' -
termination if certain conditions, as defined in the Agreement, afefifet.

I’. o

Capital Contributions i 2 T
The General Partner and Limited Partner are committed w}make cap;tal contnbunrms in lhe_
aggregate amount of approximately $54 million. With exceptions_for follow-up-investiients and
certain other limited circumstances, the Limited Partner’s commitment expired on December 31,

2004. All capital commitments have been fully funded.

Subject to certain limitations set forth in the Agreement, the General Partner may call additional
capital to the extent necessary to pay the costs and expenses of the Partnership and to make
additional investments relating to existing Partnership assets.

Allocation of Partnership Distributions, Profits and Losses
Consistent with the Agreement, cash distributions, exclusive of management fees, are calculated
and allocated as follows for each investment with distributable funds (the “Relevant Investment™):

(i)  First, 100% of the excess of all available funds in excess of any reserves the General Partner
deems necessary (the “Distributable Funds”) will be distributed to and retained by the
Limited Partner until it has received from the Partnership, on a cumulative basis, a return of
all capital contributed by the Limited Partner;

(i) Second, 100% of such remaining Distributable Funds will be distributed to and retained by
the Limited Partner until it has received from the Partnership, on a cumulative basis, a 10%
compounded annual return on all capital contributed with respect to the Relevant Investment;

(iii) Third, 100% of such remaining Distributable Funds will be distributed 80% to the Limited
Partner and 20% to the General Partner until the cumulative distributions from the
Partnership in clause (ii) above plus this clause (iii), with respect to the Relevant Investment,
equal a total 15% compounded annual return on all capital contributed with respect to the
Relevant Investment;
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LONE STAR FUND IV (U.S.), L.P.

LSF IV B KOREA I, LP NOTES TO FINANCIAL STATEMENTS

STATEMENT OF ASSETS, LIABILITIES AND PARTNERS' CAPITAL (UNAUDITED )

DECEMBER 31, 2006 1. Organization and Description of Limited Partnership Agreement
Organization

ASSETS Lone Star Fund IV (U.S.), L.P., a Delaware limited partnership (the “Partnership”), was effective as
of December 12, 2001. The Partnership has 38 limited partners (the “Limited Partners™), which
Investment in Lone Star Global Holdings, Ltd $ 484,464,672 hold 99% of the partnership interests, and Lone Star Partners IV, L.P., a Bermuda exempt limited
Accounts receivable from affiliates 2.896,160 partnership (the “General Partner”) holds a 1% general partnership interest. The Partnership is a
R 3 487 360.832 significant owner and investor in a variety of investment vehicles that targets a broad range of real
—_ estate related and other debt and equity investments in various asset classes, property types,

transaction structures and sizes located throughout North America, Asia and Europe.

LIABILITIES AND PARTNERS' CAPITAL The objective of the Partnership is to achieve significant yields and capital gains for its partners
- over a projected three- to five-year holding period for each investment. The Partnership invests

Partners' capital: where it believes that it has a competitive advantage arising from the General Partner’s expertise in
Gareral iadrar 81 144 549 origination, evaluation, management and disposition of real estate related and other debt and equity

i pa : ! investments. The Partnership agreement allows for three subscription classes: (i) Limited Partners

Limited partner ) 406,216,283 with capital commitments of at least $150 million, but less than $200 million, are defined under the

Total partners' capital 487,360,832 limited partnership agreement as “Designated Limited Partners”; (ii) Limited Partners with capital

commitments of at least $200 million, but less than $400 million, are defined as “Specified Limited
Total liabilities and partners' capital 3 487,360,832 Partners™; (iii) Limited Partners with capital commitments equal to or greater than $400 million are
defined as “Selected Limited Partners.”

The General Partner of the Partnership is also the general pariner of Lone Star Fund IV (Bermuda),
L.P., a Bermuda exempt limited partnership (the “Bermuda Partnership”), which invests in similar
types of investments as those of the Partnership. On December 12, 2001, the Bermuda Partnership
and the Partnership (each a "Fund" and collectively the "Funds") entered into an agreement (the
“Side-by-Side Agreement”) that sets forth the contractual rights and obligations of the Funds for the
purpose of co-investing on a side-by-side basis. All investments of either Fund require approval of
both Funds. Prior to funding an investment, the Funds-eeHeetively-determime- the ‘portiom of such

= et investment that will be allocated to co-investors. ¢ i H
H £ : .
i ¥

i
1
i
i

Summary of the Limited Partnership Agreement
The operations of the Partnership are governed By the First Amended and Restated lejted
Partnership Agreement dated December 12, 2001, 5 amernded (the “Agreément”).” "The right to
= manage, control and conduct the business and affairs of the Partnership is solely the responsibility
i of the General Partner. The General Partner is responsible for the evaluation, execution and
management of the investments and investment opportunities of the Partnership. The Agreement
provides that the Partnership will continue in existence until March 28, 2010. The Agreement also
allows for up to two consecutive one-year extensions and for early termination if certain conditions,
as defined in the Agreement, are met.

.
F
i
I
i

The General Partner and Limited Partners are committed to make capital contributions in the
aggregate amount of approximately $2.6 billion. With exceptions for follow-up investments and
certain other limited circumstances, the Limited Partners' commitments expired on September 1,
2004, in accordance with the Agreement (the "Commitment Period"). At the expiration of the
Commitment Period, all partners were released from any further obligation with respect to their
unfunded commitments, except as outlined in the Agreement.
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LONE STARFUND IV (U.S.). L.P,
NOTES TO FINANCIAL STATEMENTS, Continued

5. Related Party Transactions, continued

The following related party transactions occurred between affiliates of Lone Star Opportunity Fund,
L.P. (“LSOF™), affiliates of Lone Star Fund II (U.S.), L.P. and Lone Star Fund II (Bermuda), L.P.
(collectively “Lone Star Fund II”), affiliates of Lone Star Fund III (U.S.), L.P. and Lone Star Fund
I1I (Bermuda), L.P. (collectively “Lone Star Fund III"), affiliates of Lone Star Fund V (U.S.), L.P.
and Lone Star Fund V (Bermuda), L.P. (collectively “Lone Star Fund V*), and affiliates of the

i OETl DAl 10 il CETIET gl L1C {) il= %! e
Y and the General Pariner are under common control,. 2 ¢ v

(8% %ot M §94
The related party transactions were reviewed and approved by each of the respective advisory
committees of LSOF, Lone Star Fund II, Lone Star Fund III, Lone Star Fund V and the Funds, as

applicable. o
o« Sehd| 35 £ AL
Solare Hotels and Resorts, K K. (“Solare™), an entity owned by the Funds, manages a hotel owned
y Lone Star Fund III and hotels owned by Lone Star Fund V. Solare charges fees for services

provided to the hotels.

Star Capital, an entity owned by the Funds, has subsidiaries that provide management services to
assets owned by LSOF, Lone Star Fund II, Lone Star Fund III and Lone Star Fund V. The Star
Capital subsidiaries charge fees for services provided to the assets. _____,...----—"|

Pacific Golf Management, K.K. (“PGM”), owned by Lone Star Fund III, ?n'énﬁges gi‘:lf courses
owned by Lone Star Fund I1I golf courses owned by‘.‘_I;hq Eunds, PGM charges Tees fl?r services
to the various golf courses. % Y e 0 S !

P BE2E 25 AL

e

During 2006, the Funds entered into a joint sales-egreerient with Lone Star Fund III. Pursuant to
the terms of the agreement, Leipziger Tor, an investment of the Funds, and LSF Wohnpark
Investments (“Hellersdorf”), an investment of Lone Star Fund III, were jointly sold to a third party
purchaser.

During 2006, Project Zoo, an investment owned by Lone Star Fund V, entered into an agreement
with Kukdong Construction, an investment owned by the Funds, for construction services.
Pursuant to the terms of the agreement, the amount for the construction services was the U.S. dollar
equivalent of approximately $3.6 million.

During 2006, the Funds, Lone Star Fund III and Lone Star Fund V entered into a joint financing

agreement with a third-party lender, Pursuant to the terms of the fmancing agreement, the assets
from each fund were cross-collateralized.  Additionally, a cross indemnity agreement was

established between the Funds, Lone Star Fund III and Lone Star Fund V. In accordance with the
terms of the financing agreement, investments associated with the Funds, investments associated
with Lone Star Fund III and investments associated with Lone Star Fund V financed the U.S. dollar
equivalent of approximately $15.1 million, $92 thousand and $292.9 million, respectively.

Funds at terms consistent with market value. The general partner of LSOF, the general partner of
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