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ANGEL INVESTORS, L.P.

ANGEL (Q) INVESTORS, L.P.

ANGEL INVESTORS II, L.P.

ANGEL (Q) INVESTORS II, L.P.

INFORMATION STATEMENT AND WRITTEN CONSENT SOLICITATION

This Information Statement and Written Consent Solicitation (this “Information Statement”) is furnished to you and the other limited partners of ANGEL INVESTORS, L.P., a Delaware limited partnership (“Company I XE “Company I” \t “Preamble” ”), ANGEL (Q) INVESTORS, L.P., a Delaware limited partnership (“Company II XE “Company II” \t “Preamble” ”), ANGEL INVESTORS II, L.P., a Delaware limited partnership (“Company III XE “Company III” \t “Preamble” ”), ANGEL (Q) INVESTORS II, L.P., a Delaware limited partnership (“Company IV XE “Company IV” \t “Preamble” ” and collectively with Company I, Company II and Company III, the “Companies XE “Companies” \t “Preamble” ” and each a “Company XE “Company” \t “Preamble” ”) by ANGEL MANAGEMENT, LLC, a Delaware limited liability company that is the general partner of Company I and Company II, and ARCHANGEL II, LLC, a Delaware limited liability company that is the general partner of Company III and Company IV (collectively with Angel Management, LLC, the “GP Entities XE “GP” \t “Preamble” ”).  The GP Entities recommend that you approve, and are soliciting your written consent to approve, the merger transactions and related transactions described below.

On April 22, 2005, the Companies and the GP Entities entered into an Agreement and Plan of Merger (the “Merger Agreement”) with CSFB STRATEGIC PARTNERS II, L.P., a Delaware limited partnership (the “Acquiror XE “Acquiror” \t “Preamble” ”).  Pursuant to the Merger Agreement, the Acquiror shall cause the formation of CSFB STRATEGIC PARTNERS ANGEL INVESTORS A, L.P., a Delaware limited partnership indirectly wholly owned by the Acquiror (“Acquisition Sub Partnership I XE “Acquisition Sub Partnership I” \t “Preamble” ”), CSFB STRATEGIC PARTNERS ANGEL INVESTORS B, L.P., a Delaware limited partnership indirectly wholly owned by the Acquiror (“Acquisition Sub Partnership II XE “Acquisition Sub Partnership II” \t “Preamble” ”), CSFB STRATEGIC PARTNERS ANGEL INVESTORS C, L.P., a Delaware limited partnership indirectly wholly owned by the Acquiror (“Acquisition Sub Partnership III XE “Acquisition Sub Partnership III” \t “Preamble” ”), and CSFB STRATEGIC PARTNERS ANGEL INVESTORS D, L.P., a Delaware limited partnership indirectly wholly owned by the Acquiror (“Acquisition Sub Partnership IV XE “Acquisition Sub Partnership IV” \t “Preamble” ” and collectively with Acquisition Sub Partnership I, Acquisition Sub Partnership II and Acquisition Sub Partnership III, the “Acquisition Sub Partnerships XE “Acquisition Sub Partnerships” \t “Preamble” ” and each an “Acquisition Sub Partnership XE “Acquisition Sub Partnership” \t “Preamble” ”), and upon formation thereof, each Acquisition Sub Partnership shall sign a joinder agreement making each of them a party to the Merger Agreement. Pursuant to the Merger Agreement, the Acquiror will acquire the Companies through the merger of Acquisition Sub Partnership I with and into Company I (“Merger I”), the merger of Acquisition Sub Partnership II with and into Company II (“Merger II”), the merger of Acquisition Sub Partnership III with and into Company III (“Merger III”), and the merger of Acquisition Sub Partnership IV with and into Company IV (“Merger IV” and collectively with Merger I, Merger II and Merger III, the “Mergers XE “Mergers” \t “Recitals” ” and each a “Merger XE “Merger” \t “Recitals” ”).  The Merger Agreement and all Schedules (except for individual limited partners’ percentage interest information) and Exhibits thereto are attached to this Information Statement as Exhibit A.  Capitalized terms not defined in this Information Statement shall have the definitions ascribed to them in the Merger Agreement.

The Companies and the GP Entities considered a number of factors in reaching their decision to approve the Merger Agreement and the related transactions and events.  These factors include the fairness of the Merger Consideration to be paid by the Acquiror, the anticipated impact of projected operating expenses on the value of the Companies, and the objectives of maximizing investor return and reducing investor exposure to potential future portfolio risk.

Prior to the consummation of the Mergers, but after the required approvals by the Companies’ limited partners have been obtained and the conditions precedent specified in the Merger Agreement have been satisfied:

· all of the liabilities of the Companies will be paid from the Companies’ cash on hand; 

· all of the Companies’ remaining cash on hand will be transferred to a liquidating trust for the benefit of the partners in the Companies to be administered by the GP Entities (the “Liquidating Trust”); and

· all publicly tradeable securities held by the Companies will be transferred to the Liquidating Trust.

Accordingly, the only assets of the Companies that the Acquiror will acquire at the Effective Time are the Companies’ portfolio investments in privately held companies.  The instrument to be executed to create the Liquidating Trust is attached to this Information Statement as Exhibit B.

After required approvals by the Companies’ limited partners have been obtained and the conditions precedent specified in the Merger Agreement have been satisfied, the Mergers will be consummated on the date (the “Closing Date”) and at the time that Certificates of Merger are filed with the Delaware Secretary of State (the “Effective Time”).  At the Effective Time, the Closing Date Merger Consideration will be deposited in the Liquidating Trust, the Indemnity Escrow Amount will be deposited with the Escrow Agent, and all partnership interests in the respective Companies immediately prior to the Effective Time (other than any interests in the Companies owned by the Acquiror or by the Acquisition Sub Partnerships) (the “Company Partnership Interests”) will be converted into the right to receive merger consideration comprised of an amount to be paid on the Closing Date (the “Closing Payment”) and an amount to be paid pursuant to the terms of the Escrow Agreement (the “Indemnity Escrow Amount”) (together, the “Merger Consideration”) as follows: 

Closing Payment.  On the Closing Date, each person or entity who is a holder of a Company Partnership Interest (each such person or entity, a “Partnership Interest Owner”) will have the right to receive cash in the amount that is equal to the product of such Partnership Interest Owner’s percentage interest in a “discretionary distribution” from each Company (such Partnership Interest Owner’s “Percentage Interest”), multiplied by the aggregate Closing Payment for each such Company (the “Partnership Interest Owner’s Closing Payment”).  The aggregate Closing Payment for Company I, Company II, Company III and Company IV is $221,892.56, $179,722.94, $780,317.52 and $ 5,968,066.98, respectively.  

Escrow Payment.  At the Effective Time, the Indemnity Escrow Amount will be deposited with the Escrow Agent as security against the Partnership Interest Owners’ indemnity obligations under the Merger Agreement.  On and after the date that is one year after the Closing Date (the “Escrow Release Date”), each Partnership Interest Owner will have the contingent right to receive cash in the amount, if any, that is equal to the product of such Partnership Interest Owner’s Percentage Interest in each Company multiplied by the remaining Indemnity Escrow Amount balance for such Company (the Partnership Interest Owner’s “Escrow Payment”).  The initial Indemnity Escrow Amount for Company I, Company II, Company III and Company IV is $34,137.32, $27,649.68, $120,048.85 and $918,164.15, respectively.  These Indemnity Escrow Amounts will be reduced by the amount of any claims for which Partnership Interest Owners are liable under the Merger Agreement’s indemnification provisions.  In the event of misallocation of the Merger Consideration, fraud, willful misrepresentation or willful breach by the Companies or the GP Entities or unsatisfied claims in respect of the Companies’ indemnity obligations in connection with their sale of interests in Brightmail, Inc. and Vividence, Inc., the aggregate amount of indemnity claims for which Partnership Interest Owners may be liable may exceed the Indemnity Escrow Amount.  If any indemnity claims are pending on the Escrow Release Date, the Escrow Agent may continue to hold funds and additional distributions of any remaining Indemnity Escrow Amount balance may occur after the Escrow Release Date.

The following table lists the percentage interest in the aggregate Closing Payment (and any Escrow Payment) for each Company that a Partnership Interest Owner will receive for each $100,000 of paid-in capital invested in the Company:

	Company
	Percentage Interest In Closing Payment (and any Escrow Payment) For Each $100,000 Of Paid-In Capital

	Angel Investors, L.P.
	                   0.51273%

	Angel (Q) Investors, L.P.
	                   0.63304%

	Angel Investors II, L.P.
	                   0.64379%

	Angel (Q) Investors II, L.P.
	                   0.08417%




At the Effective Time, you will cease to be a partner in any of the Companies and you will not hold any partnership interest in the Companies or their successors-in-interest.

We recommend that you approve the Merger Agreement and the Mergers by executing the attached Written Consent AND indicatING your approval of the same and returning the executed Written Consent to our attention as promptly as possible by fax to Shannon Rose, Fax #650-745-1296 or, if you do not have access to fax transmission, by mail to Angel Investors, Attention: Shannon Rose, P.O. Box 60940, Palo Alto, CA 94306.

This Information Statement is first being mailed to the Companies’ limited partners on May 3, 2005.

The date of this Information Statement is May 3, 2005.

This Information Statement may not contain all the information that is important to you.  You should read this entire document and the other documents that we refer to carefully for a more complete understanding of the Mergers and related transactions.  In particular, you should read the documents attached as exhibits to this Information Statement.  You are urged to independently investigate such matters and consider such factors as you may deem appropriate in connection with the Mergers.  You are also urged to consult with your own tax, legal or other advisor to the extent you deem necessary.

THE PARTIES

Angel Investors, L.P.

Angel (Q) Investors, L.P.

Angel Investors II, L.P.

Angel (Q) Investors II, L.P.

Angel Management, LLC
Archangel II, LLC
Each of the Companies is a Delaware limited partnership engaged in the business of making portfolio investments in emerging companies.  The Companies’ investments are managed by the GP Entities in their capacities as general partners.  

The Companies’ respective limited partners’ and general partners’ capital commitments under the Companies’ respective limited partnership agreements, as amended, are fully paid.  The Companies’ respective limited partners’ and general partners’ economic interests in the Companies include capital commitments and capital contributions, capital accounts, allocations of partnership gains and losses and rights to receive distributions of cash and other property in accordance with the terms and conditions of the Companies’ respective limited partnership agreements.

Company I and Company II have returned to their limited partners all paid-in capital.  Accordingly, as provided in the terms and conditions of these Companies’ respective limited partnership agreements, Angel Management, LLC, as the general partner of Company I and Company II, has the right to receive 20% of the Company I and Company II profits and losses allocations and distributions and, therefore, will receive 20% of the aggregate Merger Consideration payable by the Acquiror for Company I and Company II.

The following table lists as of March 31, 2005 each Company’s cash on hand, fair market value (without regard to lockup discounts) of portfolio investments in companies whose outstanding securities are publicly listed and traded:

	Company
	Cash on Hand
	Fair Market Value Public Company Investments (Without Regard to Lockup Discounts)

	Angel Investors, L.P.


	$1,345,636.05
	$     10,519.38

	Angel (Q) Investors, L.P.


	$1,132,070.05
	$       8,520.23

	Angel Investors II, L.P.


	$   271,291.57
	$   171,345.87

	Angel (Q) Investors II, L.P.


	$2,447,786.02
	$1,310,496.85


Each of the GP Entities is a Delaware limited liability company.  Angel Management, LLC is engaged in the business of acting as general partner of Company I and Company II.  Archangel II, LLC is engaged in the business of acting as general partner of Company III and Company IV.  In addition to the economic interests in the Companies that the GP Entities hold in their capacity as general partners described above, the GP Entities are entitled to receive certain fees for managing the Companies’ investments as provided in the terms and conditions of the Companies’ respective limited partnership agreements.    

The following table lists for each Company:  (A) the aggregate Closing Payment; (B) the aggregate Escrow Payment; (C) the total Merger Consideration payable to limited partners; and (D) the total Merger Consideration payable to the GP Entities (the amounts in columns (B), (C) and (D) are subject to reduction for indemnity claims):

	Company
	(A)

Aggregate Closing Payment
	(B)

Aggregate Escrow Payment*
	Total of (A) and (B)*
	(C)

Merger Consideration Payable to LPs*
	(D)

Merger Consideration Payable to GPs*
	Total of (C) and (D)*

	Angel Investors, L.P.
	$221,892.56
	$34,137.32
	$256,029.88
	$204,823.90
	$51,205.98
	$256,029.88

	Angel (Q) Investors L.P.
	$179,722.94
	$27,649.68
	$207,372.62
	$165,898.10
	$41,474.52
	$207,372.62

	Angel Investors II, L.P.
	$780,317.52
	$120,048.85
	$900,366.37
	$900,366.37
	$0.00
	$900,366.37

	Angel (Q) Investors II, L.P.
	$5,968,066.98
	$918,164.15
	$6,886,231.13
	$6,886,231.13
	$0.00
	$6,886,2231.13

	Total
	$7,150,000.00
	$1,100,000.00
	$8,250,000.00
	$8,157,319.50
	$92,680.50
	$8,250,000.00




__________

* subject to reduction for indemnity claims

CSFB Strategic Partners II, L.P.

CSFB Strategic Partners Angel Investors A, L.P.

CSFB Strategic Partners Angel Investors B, L.P.

CSFB Strategic Partners Angel Investors C, L.P.

CSFB Strategic Partners Angel Investors D, L.P.

The Acquiror is a private investment fund sponsored by CSFB Strategic Partners, a division of Credit Suisse First Boston Inc.’s Alternative Capital Division.  The Acquiror was formed in 2003 to purchase private equity investments on a secondary basis from investors seeking liquidity.  Together with its related funds, the Acquiror has $1,625,000,000 of capital commitments from institutional and other investors.

SOLICITATION OF WRITTEN CONSENT

Proposals to be Approved by Written Consent

In accordance with each Company’s respective limited partnership agreement and Delaware Law, we are soliciting your written consent approving and adopting the following proposals for each Company in which you own Company Partnership Interests (the “Proposals”):

· to approve and adopt the Merger Agreement and the Mergers;

· to confirm and approve the GP Entities’ appointment as representative and attorney-in-fact with full power of substitution to act on your behalf as Limited Partner Representatives under the Merger Agreement;

· to approve the withdrawal of the GP Entities as general partners of the Companies as of the Effective Time and admission of a successor general partner for each Company, by virtue of the Mergers;

· to approve the creation of and transfer to the Liquidating Trust of the Merger Consideration and the Companies’ net (after paying all liabilities) cash on hand and publicly tradeable securities held by the Companies (the “Excluded Assets”); and
· to approve the appointment of the GP Entities as trustees of the Liquidating Trust, the GP Entities’ execution and delivery on behalf of the Companies and the trust beneficiaries of the Liquidating Trust instrument and all other documents necessary or appropriate to create and transfer the Excluded Assets to the Liquidating Trust, and the payment by the Liquidating Trust from the Excluded Assets to the GP Entities in their capacity as trustees of out-of-pocket expenses incurred by the GP Entities in acting as trustees and administering the assets of the Liquidating Trust.

All properly executed Written Consents received prior to the Effective Time will be taken into account in determining whether the Proposals are approved.  Written Consents not received prior to the Effective Time shall be deemed to be a vote against the Proposals.  Returned Written Consents that are marked “ABSTAIN” for any Proposal shall be deemed to be a vote against such Proposal.  You are requested to complete, date and sign the Written Consent accompanying this Information Statement and promptly return it by fax to:

Shannon Rose
650-745-1296

You may revoke your Written Consent at any time prior to the Effective Time by (1) delivering to Shannon Rose, Angel Investors, P.O. Box 60940, Palo Alto, CA 94306 or by facsimile at 650-745-1296, by any reasonable means a written notice, bearing a date later than the date of the Written Consent, stating that the Written Consent is revoked, or (2) signing, dating and delivering to Shannon Rose, Angel Investors, P.O. Box 60940, Palo Alto, CA 94306 or by facsimile at 650-745-1296, by any reasonable means a superseding Written Consent.

Record Date and Persons Entitled to Vote

Only those persons and entities who are limited partners of the Companies at the close of business on the date of this Information Statement are entitled to vote on the Proposals.  

Vote Required

The approval by limited partners of each of the Companies whose aggregate capital commitments with respect to each Company on the Record Date equals or exceeds two-thirds of the total capital commitments of all the limited partners for such Company (a “Two-Thirds-Interest of the Limited Partners”) is required to approve the Proposals.

Certain Risk Factors


You should carefully consider the risks and other factors discussed below, as well as other risks and factors that may be relevant to your specific circumstances, in deciding whether to approve the Proposals.


The Companies and the GP Entities have reached their determination concerning fairness of the Mergers without any third party advice, recommendation, or input.  The Companies and the GP Entities have not engaged any financial advisor or other consultant to assist with this determination or to provide any information or conclusions concerning the valuation of the Companies or their assets. 


We cannot predict the future value of the Companies or the Companies’ assets.  The Companies’ aggregate cost basis in their collective assets other than the Excluded Assets of $32,825,110.03 exceeds the aggregate Merger Consideration.  It is possible that the Merger Consideration that you will be entitled to receive under the Merger Agreement, taken together with the value of the Excluded Assets, could be less than the net proceeds that you could realize from a liquidation of the Companies following a future sale of the Companies’ assets (or other liquidity event opportunity).


Your receipt of cash Merger Consideration will be treated as a taxable transaction for U.S. federal income tax purposes.  For more details see the discussion in this Information Statement under the below heading “Certain U.S. Federal Income Tax Consequences.”


Certain conditions precedent under the Merger Agreement must be satisfied or waived in order for the closing of the Mergers to occur.  For more details see the discussion in this Information Statement under the below heading “Terms and Conditions of the Merger Agreement – Certain Conditions.”  If these conditions are not satisfied or waived before June 15, 2005, the Merger Agreement may be terminated.  If the Merger Agreement is terminated, the Mergers will not occur and you will not receive Merger Consideration.


The Indemnity Escrow Amount may be reduced to $0.00 as a result of successful claims by the Acquiror for which the Acquiror is entitled to indemnification under the Merger Agreement.  For more details see the discussion in this Information Statement under the below headings “Terms and Conditions of the Merger Agreement – Escrow,” “Terms and Conditions of the Merger Agreement – Escrow Payment” and “Terms and Conditions of the Merger Agreement – Indemnification.”  Any reduction of the Indemnity Escrow Amount as a result of such indemnity claims will reduce the amount of any Escrow Payment that you are entitled to receive.  You will not receive any Escrow Payment if the Indemnity Escrow Amount is reduced to $0.00 as a result of such indemnity claims.


It is possible that you will be liable for Acquiror claims for indemnification in excess of the Indemnity Escrow Amount in the event of misallocation of the Merger Consideration, fraud, willful misrepresentation or willful breach of the Merger Agreement by the Companies or the GP Entities or certain unsatisfied claims in respect of the Companies’ indemnity obligations in connection with the sale of interests in Vividence, Inc. and Brightmail, Inc. For more details see the discussion in this Information Statement under the below headings “Terms and Conditions of the Merger Agreement – Indemnification.”


The risks and other factors discussed above are not an exhaustive list of all risks and other factors that may be relevant to your decision concerning approval of the Proposals.

THE MERGERS

The terms and conditions of the Mergers are contained in the Merger Agreement and all Schedules (except for individual limited partners’ percentage interest information) and Exhibits thereto, which are attached to this Information Statement as Exhibit A.  The following discussion describes certain aspects of the Mergers and the terms and conditions of the Merger Agreement and the Schedules and Exhibits thereto.  This description is qualified in its entirety by reference to the Merger Agreement, which is incorporated by reference herein and which you are advised to read carefully.

Background of Companies’ and GP Entities’ Reasons for the Mergers

The Companies and the GP Entities have considered alternative exit strategies for the Companies’ partners because initial public offering and mergers and acquisitions activities decreased significantly in U.S. capital markets since 2000.  Preliminary non‑binding communications with the Acquiror and other possible purchasers of the Companies and/or the Companies’ assets were conducted by the Companies and the GP Entities through March 2005.

The Acquiror made the best offer of all potential purchasers contacted by the Companies and the GP Entities.  The Acquiror, the Companies and the GP Entities entered into a Confidential Disclosure Agreement on March 28, 2005 to consider more specifically a possible acquisition transaction. 

After further discussions and exchange of information with the Acquiror, the Companies and the GP Entities received from and negotiated with the Acquiror a proposed letter of intent with respect to possible terms and conditions of a merger acquisition of the Companies.  The Companies, the GP Entities and the Acquiror executed and delivered this letter of intent on April 6, 2005 and executed an amendment to the letter of intent on April 11, 2005.

The parties then proceeded to negotiate, prepare, execute and deliver the Merger Agreement, which was executed on April 22, 2005.

In the course of reaching their decision to execute and recommend approval of the Merger Agreement and the related transactions and events, the GP Entities considered a number of factors, including the following:

Fairness of Consideration.  The GP Entities have determined that the Merger Consideration is fair.  In reaching this determination, the GP Entities considered current market pricing for securities of privately held companies engaged in sectors and operations and at stages of development that are similar to the privately held companies whose shares are included in the Companies’ investments portfolios.  In addition, the GP Entities considered the fact that the Companies’ investments in outstanding securities of privately held companies are highly illiquid, that any secondary market for these securities is limited and that any future realization of gains from dispositions of these securities will be dependent upon the occurrence of initial public offerings and/or strategic acquisition transactions in which current and future U.S. capital markets interest is difficult to predict.  


Expenses.  The GP Entities determined that if the Companies were to continue to operate in their current form and under current ownership, the impact of these annual operating expenses would significantly erode the value of the Companies.  Annual operating expenses for all of the Companies in 2004 were approximately $875,000.  It is anticipated this level of expenses would continue to be incurred in the future.  

Maximizing Investor Return and Reducing Portfolio Risk.  The GP Entities considered potential benefits to the Companies’ investors of the Mergers and of alternative transactions and courses of action (including continuing to operate in the Companies’ current form and under current ownership) from the standpoint of maximizing investor return and reducing portfolio risk.  The GP Entities determined that implementing the Mergers and the transfer of Excluded Assets to the Liquidating Trust is advisable in order to realize and increase the likelihood of overall investor returns with respect to liquid assets and to decrease overall investor exposure to risks presented by illiquid assets for which the prospect for future value growth may be lower.  

The foregoing discussion of the information and factors considered by the GP Entities is not intended to be exhaustive but is believed to include the material information and factors considered by the GP Entities.  In reaching a determination of whether to approve the Mergers in view of the variety of factors considered, the GP Entities did not find it practicable to, and did not qualify or otherwise attempt to, assign relative or specific weights to the information and factors considered in reaching their determinations, and the managing directors of the GP Entities may have given differing weights to different and other factors.

THE GP ENTITIES HAVE DETERMINED THAT THE MERGER AGREEMENT AND THE MERGERS ARE FAIR AND IN THE BEST INTERESTS OF EACH OF THE COMPANIES AND THEIR RESPECTIVE LIMITED PARTNERS.  THE GP ENTITIES HAVE APPROVED AND RECOMMEND THAT THE LIMITED PARTNERS OF EACH COMPANY APPROVE THE MERGER AGREEMENT AND THE MERGERS.

LIQUIDATING TRUST


The terms and conditions of the Liquidating Trust are contained in the Liquidating Trust instrument attached as Exhibit B to this Information Statement.  This description of the Liquidating Trust is qualified in its entirety by reference to that instrument, which is incorporated by reference and which you are advised to read carefully.


The Liquidating Trust will be established prior to the consummation of the Mergers.  The GP Entities will be the trustees of the Liquidating Trust.  Expenses incurred by the GP Entities as trustees in administering and managing the Liquidating Trust’s assets (including, without limitation, accountant, legal counsel and advisor fees and expenses) will be reimbursed to the GP Entities from the Liquidating Trust’s assets.


The beneficiaries of the Liquidating Trust are all of the persons and entities who are limited partners and general partners of the Companies at the Effective Time (collectively, the “Partners”).  The trustees will manage and administer the assets of the Liquidating Trust and will determine and implement the appropriate steps to effect one or more distribution(s) of the Liquidating Trust’s assets (net of assets applied toward operating expenses) to the Partners.  These distributions will be made in accordance with the Partners’ respective percentage interests in a “discretionary distribution” from the Companies under the terms and conditions of the Companies’ respective limited partnership agreements, as amended.  The GP Entities intend to distribute the Merger Consideration to the Partners as soon as practicable after consummation of the Mergers.  


The Liquidating Trust will terminate upon the earlier of:  the distribution to the Partners of all net assets of the Liquidating Trust; or the date that is four (4) years after the Effective Time.  The GP Entities anticipate that all net assets of the Liquidating Trust will have been distributed to the Partners well before the date that is four (4) years after the Effective Date.

Terms and Conditions of the Merger Agreement

This summary of the terms and conditions of the Merger Agreement is qualified in its entirety by the Merger Agreement and Schedules and Exhibits attached thereto, a copy of which is attached as Exhibit A to this Information Statement:

Mergers of Acquisition Sub Partnerships Into Companies.  The Merger Agreement provides that following the requisite approval of the Mergers by the Companies’ partners and the satisfaction or waiver of the other conditions to the consummation of the Mergers, in accordance with the provisions of the Delaware Revised Uniform Limited Partnership Act, as amended (“Delaware Law”): 

(A) Acquisition Sub Partnership I will be merged with and into Company I and Company I will be the surviving limited partnership in Merger I (“Surviving Limited Partnership I”); 

(B) Acquisition Sub Partnership II will be merged with and into Company II and Company II will be the surviving limited partnership in Merger II (“Surviving Limited Partnership II”); 

(C) Acquisition Sub Partnership III will be merged with and into Company III and Company III will be the surviving limited partnership in Merger III (“Surviving Limited Partnership III”); and 

(D) Acquisition Sub Partnership IV will be merged with and into Company IV and Company IV will be the surviving limited partnership in Merger IV (“Surviving Limited Partnership IV” and together with Surviving Limited Partnership I, Surviving Limited Partnership II and Surviving Limited Partnership III, the “Surviving Limited Partnerships”).

As a result of the Mergers, the separate existence of the Acquisition Sub Partnerships will cease and the Surviving Limited Partnerships (as successors-in-interest to the Companies) will be indirectly wholly owned by the Acquiror.

Effective Time of the Mergers.  The Mergers will become effective upon filing a Certificate of Merger for each of Merger I, Merger II, Merger III and Merger IV with the Secretary of State of the State of Delaware in such form as required by and executed in accordance with the relevant provisions of the Delaware Law.  The Mergers cannot become effective until required approvals by the partners of the Companies have been obtained and the conditions specified in the Merger Agreement have been satisfied or waived.

General Partners.  As of the Effective Time, the GP Entities will cease to be general partners of the Companies.  From and after the Effective Time, each of the general partners of the respective Acquisition Sub Partnerships will be admitted as the general partner of the corresponding Surviving Limited Partnerships, respectively.

Conversion of Company Partnership Interests.  At the Effective Time, each Partnership Interest Owner’s respective Company Partnership Interest will be converted automatically into:

· the right to receive as of the Closing Date such Partnership Interest Owner’s Closing Payment; and 

· the right to receive, as of (and possibly after) the Escrow Release Date, such Partnership Interest Owner’s Escrow Payment, if any.

From and after the Effective Time, you and the other Partnership Interest Owners will cease to be partners of the Companies and will cease to have any other rights with respect to Company Partnership Interests and will not be partners of the Surviving Limited Partnerships. 

Closing Payment.  The Acquiror will pay the aggregate amount of Merger Consideration that is comprised of Closing Payments at the Effective Time to the Liquidating Trust as paying agent.  The Liquidating Trust then will pay to each Partnership Interest Owner cash in the amount that is equal to such Partnership Interest Owner’s Closing Payment.  For each Company, the amount of a Partnership Interest Owner’s Closing Payment will be equal to the product of the aggregate Closing Payment for such Company multiplied by such Partnership Interest Owner’s Percentage Interest.  The aggregate Closing Payment for Company I, Company II, Company III and Company IV is $221,892.56, $179,722.94, $780,317.52 and $ 5,968,066.98, respectively.

Escrow Agreement.  The parties to the Merger Agreement (other than the Acquisition Sub Partnerships) and U.S. Bank Trust, N.A., in its capacity as Escrow Agent (the “Escrow Agent”), will enter into an Escrow Agreement on or before the Closing Date.  Among other customary terms and conditions, including standard terms and conditions required by the Escrow Agent, the Escrow Agreement will provide:

· at the Effective Time, the Acquiror will deposit the aggregate Indemnity Escrow Amount with the Escrow Agent;

· the Escrow Agent will hold the aggregate Indemnity Escrow Amount for the period of one year commencing on the Closing Date (the “Escrow Period”), subject to disbursements and/or reserves for any claims for which the Acquiror is entitled to indemnification under the Merger Agreement;

· the Escrow Agent will disburse to the Acquiror and/or hold reserves for the amount of any claims brought during the Escrow Period for which the Acquiror is entitled to indemnification under the Merger Agreement; 

· on the last day of the Escrow Period, if any balance of the Indemnity Escrow Amount remains, the Escrow Agent will pay Escrow Payments in the aggregate amount of such remaining balance less the amount of any reserves for any pending unresolved indemnity claims by the Acquiror to the Liquidating Trust; and

· Thereafter, as any pending indemnity claims are resolved, any amounts that continue to be held by the Escrow Agent that are not payable for such claims will be delivered to the Liquidating Trust.    

Indemnification.  Your contingent right to receive any Escrow Payment is subject to the Indemnity Escrow Amount being reduced by the aggregate amount of certain indemnity claims that may be brought by the Acquiror or its affiliates or representatives within the time periods referred to below.  Under the Merger Agreement these indemnitees generally are entitled to indemnification for losses, damages and expenses incurred as a result of, arising out of or related to:

· any breach of any representation or warranty made by the Companies contained in the Merger Agreement;

· any breach of any covenant or agreement by the Companies contained in the Merger Agreement;

· any fees and expenses payable by the Companies in connection with the Mergers not paid by the Companies on or prior to the Closing Date; 

· any amounts in excess of the aggregate Merger Consideration required to be paid to holders of any Company Partnership Interests, including any interest required to be paid thereon; or

· any unpaid indemnification claims.

Claims for indemnification must be brought within one year after the Closing, except for claims for indemnification that involve any of the following (the “Unlimited Claims”):

· misallocation of Merger Consideration;

· fraud, willful misrepresentation or willful breach by the Companies or the GP Entities; or

· unsatisfied claims in respect of the Companies’ indemnity obligations in connection with their sale of interests in Brightmail, Inc. and Vividence, Inc.

Other than with respect to Unlimited Claims, the indemnitees may seek recovery for indemnity claims solely from the Escrow Fund.  You will be severally obligated for any indemnification claims in excess of the Indemnity Escrow Amount alleging losses, damages and expenses in respect of any Unlimited Claims.

Exclusivity.  Until the earlier of the completion of the Mergers or the termination of the Merger Agreement, the Companies have agreed not to directly or indirectly initiate or engage in discussions with another party regarding any proposal for or indication of interest in any acquisition or purchase of partnership interests of a Company or Company assets or any merger, consolidation, business combination, recapitalization, reorganization or other extraordinary business transaction relating to or involving a Company.
Certain Conditions.  The parties’ obligations to consummate the transactions are subject to satisfaction of the following conditions precedent, among other customary conditions specified in Article VI of the Merger Agreement:

· the Proposals shall have been approved and adopted by a Two-Thirds-Interest of the limited partners of each Company.

Termination of the Merger Agreement.  The Merger Agreement may be terminated under the following circumstances:

· by the mutual consent of the Acquiror and the Companies at any time prior to the consummation of the Mergers;

· by the Companies, if the Acquiror or an Acquisition Sub Partnership breaches or fails to perform any of its representations, warranties or covenants contained in the Merger Agreement or any ancillary agreement and such breach or failure to perform (A) would give rise to the failure of certain conditions, (B) cannot be or has not been cured within 15 days following delivery of written notice of such breach or failure to perform and (C) has not been waived by the Companies;

· by the Acquiror, if a Company breaches or fails to perform in any respect any of its representations, warranties or covenants contained in the Merger Agreement or any ancillary agreement and such breach or failure to perform (A) would give rise to the failure of certain conditions, (B) cannot be or has not been cured within 15 days following delivery of written notice of such breach or failure to perform and (C) has not been waived by the Acquiror;

· by the Companies, if any of the Companies’ conditions precedent set forth in Section 6.1 or Section 6.2 of the Merger Agreement shall have become incapable of fulfillment prior to June 15, 2005 or (ii) by the Acquiror, if any of the Acquiror’s conditions precedent set forth in Section 6.1 or Section 6.3 of the Merger Agreement shall have become incapable of fulfillment prior to June 15, 2005; provided, that this termination right shall not be available if the party requesting termination caused the failure of the condition to be fulfilled by breach of the Merger Agreement;

· by either the Companies or the Acquiror if the Mergers shall not have been consummated by June 15, 2005; provided, that this termination right shall not be available if the party requesting termination caused the failure of the Mergers to be consummated by breach of the Merger Agreement;

· by either the Companies or the Acquiror in the event that any governmental authority shall have issued a final, nonappealable order, decree or ruling or taken any other action restraining, enjoining or otherwise prohibiting the transactions contemplated by the Merger Agreement; or

· by the Acquiror, if prior to the Closing an event or condition occurs that has resulted or is reasonably likely to result in a Material Adverse Effect (as that term is defined in Section 1.1 of the Merger Agreement).

If the Merger Agreement is terminated as a result of the required approval by the Companies’ limited partners not being obtained, the Companies will be obligated to pay Acquiror’s fees and expenses up to $60,000.

Appraisal Rights

The Partnership Interest Owners do not have appraisal rights under Delaware Law, the Merger Agreement or under any of the limited partnership agreements of the Companies.


Certain U.S. Federal Income Tax Consequences

The following discussion is based on the Internal Revenue Code of 1986, as amended (the “Code”), applicable Treasury Regulations, judicial authority and administrative rulings, all as of the date hereof.  The Internal Revenue Service (“IRS”) could adopt a contrary position to those described herein.  In addition, future legislative, judicial or administrative changes or interpretations could adversely affect the accuracy of the statements and conclusions set forth herein.  Any such changes or interpretations could be applied retroactively and could affect the tax consequences to you of the Mergers.  This summary assumes that each of the Companies have held all their assets as capital assets and that all assets previously distributed by the Companies have been cash or marketable securities.

This discussion deals only with Partnership Interest Owners that hold Company Partnership Interests as “capital assets” within the meaning of Section 1221 of the Code.  This summary does not address tax considerations that may apply (i) to Partnership Interest Owners that are or have been subject to special tax rules (such as banks, insurance companies, tax-exempt organizations, regulated investment companies, real estate investment trusts, grantor trusts, dealers or traders in securities or currencies, persons that received, or held, Company Partnership Interests in connection with the performance of services, persons that hold, or held, Company Partnership Interests as part of a hedging, straddle or conversion transaction or otherwise as part of a hedge with any other position, persons that are or have been deemed to sell Company Partnership Interests under the constructive sale provisions of the Code, or persons whose functional currency is or was not the U.S. dollar) or (ii) under the alternative minimum tax, any federal tax other than the federal income tax, or any state, local or foreign tax laws.  Except as expressly provided herein, this summary applies only to a beneficial owner of a Company Partnership Interest that is (i) an individual citizen or resident of the United States, (ii) a partnership or corporation created or organized under the laws of the United States or any state or political subdivision thereof (including the District of Columbia), (iii) an estate (other than a foreign estate, within the meaning of Section 7701(a)(31) of the Code), or (iv) a trust over the administration of which a court within the U.S. is able to exercise primary supervision, if one or more U.S. persons have the authority to control all substantial decisions of the trust.

Tax Consequences Associated With the Liquidating Trust


If the Liquidating Trust is operated in accordance with the attached Liquidating Trust Agreement, it should be taxed as a “grantor trust” for federal income tax purposes.  The holders of the Company Partnership Interests will be treated as the grantors, owners and beneficiaries of the Liquidating Trust for federal income tax purposes (the holders of the Company Partnership Interests will hereinafter be referred to as the “Beneficiaries”).  

For federal income tax purposes, at the Effective Time, the Companies will be deemed to transfer to each Beneficiary its pro rata share of the trust assets (i.e., any remaining cash on hand and all publicly tradable securities held by the Companies) followed by a deemed transfer of such assets by the Beneficiaries to the Liquidating Trust.  

A Beneficiary may recognize gain but may not recognize loss upon the deemed transfer of the trust assets by the Company to the Beneficiary.  A Beneficiary will recognize gain if the cash or deemed cash (e.g., the relief of the Beneficiary’s share of the Company’s liabilities) distributed to the Beneficiary by the Company exceeds the Beneficiary’s adjusted tax basis in its Company Partnership Interest immediately before the distribution.  (See discussion in Receipt of Cash Consideration in the Merger for a description of the determination of a partner’s/Beneficiary’s adjusted tax basis in the Companies.)  

The adjusted tax basis of any distributed property (other than cash) in a Beneficiary’s hands will be the lesser of (i) the Company’s adjusted tax basis in the property prior to the distribution, and (ii) the Beneficiary’s adjusted tax basis in its Company Partnership Interest immediately prior to the distribution reduced by the money distributed (or deemed distributed) to the Beneficiary at the same time.  The Beneficiary’s adjusted tax basis in its Company Partnership Interest will be reduced, but not below zero, by an amount equal to the sum of (a) the cash distributed (or deemed distributed) to the Beneficiary by the Company, and (b) the Beneficiary’s adjusted tax basis in the property distributed to it by the Company.  

 Because the assets of a grantor trust are deemed to be owned by the grantors, the Beneficiaries will not be required to recognize income or gain upon their deemed contribution of the trust assets to the Liquidating Trust.

Grantor trusts are generally ignored for federal income tax purposes.  Accordingly, the grantors (in this case, the Beneficiaries) of a grantor trust are treated as directly owning their share of the assets of the trust and are required to include in their taxable income their proportionate share of the trust’s gains, losses, income, deductions and credits (without regard to the timing of distributions from the trust).  For example, each Beneficiary will be required to pick up, as ordinary income, its pro rata share of any interest and dividends the Liquidating Trust earns each taxable year plus any interest earned on the Indemnity Escrow Amount.  In addition, each Beneficiary will be required to recognize gain or loss when the Liquidating Trust sells trust assets (e.g., the publicly traded securities) if such Beneficiary’s pro rata share of the amount actually received by the Liquidating Trust for such trust asset is different than the Beneficiary’s adjusted tax basis in its pro rata share of the sold trust asset.  Such gain or loss will generally be a capital gain or loss and may be short term or long term depending upon the holding period of the asset sold.  Each Beneficiary’s holding period in the trust assets will begin at the time that the Companies originally acquired the trust assets.  Due to limitations set forth in the Code, a Beneficiary that recognizes a capital loss as a result of a sale by the Liquidating Trust may not be able to utilize such capital loss in the taxable year it arises or possibly ever.  Each year the Liquidating Trust is in existence, each Beneficiary will receive from the Liquidating Trust a statement, a copy of which will be filed with the IRS, informing such Beneficiary of the amount of income, gains, losses, deductions and credits such Beneficiary recognized from its share of the assets of the Liquidating Trust.


Because each Beneficiary should report on its federal income tax returns its proportionate share of the Liquidating Trust’s income, gain, losses, deductions and credits each taxable year, the actual cash distribution by the Liquidating Trust to each Beneficiary should not be a taxable event.   

Receipt of Cash Consideration in the Merger

Your receipt of cash in exchange for your Company Partnership Interests in the Mergers will be treated as a taxable disposition of your Company Partnership Interests for U.S. federal income tax purposes.  You will recognize gain or loss on the taxable disposition in an amount equal to the difference between the amount realized by you on the taxable disposition and your adjusted tax basis in your Company Partnership Interest at that time.  The amount realized by you will generally be equal to the sum of (a) the amount of cash received (i.e., the Closing Payment) or expected to be received (i.e, Escrow Payment) by you pursuant to the Mergers, and (b) the amount of Company liabilities you are relieved of as a result of the Mergers (as determined under Section 752 of the Code).  Your adjusted tax basis in your Company Partnership Interest will generally be equal to the amount of money you initially contributed to the Company in exchange for your Company Partnership Interest (1) increased by (a) your distributive share of the Company’s taxable and tax-exempt income through the Effective Time of the Mergers, (b) any additional contributions you made to the Company’s capital, and (c) any increase in your share of the Company’s liabilities, and (2) decreased by (a) distributions made by the Company to you (including the assets being distributed to the Liquidating Trust), (b) your distributive share through the Effective Time of the Mergers of the Company’s taxable losses and of expenditures of the Company that are neither deductible in computing the Company’s taxable income nor properly chargeable to a capital account, and (c) any decrease in your share of the Company’s liabilities. 

Past distributions of cash (including any deemed distributions resulting from a decrease in your share of the Company’s liabilities) made by the Company to you would not have been taxable to you for federal income tax purposes unless the amount of such distribution exceeded your adjusted tax basis in your Company Partnership Interest immediately before the distribution.  The amount of such excess would generally have been treated as capital gain realized from the sale or exchange of your Company Partnership Interest, except to the extent that any such gain was allocable to assets described in Section 751 of the Code (i.e., substantially appreciated inventory or unrealized receivables) in which case such gain would have been treated as ordinary income.  Your adjusted tax basis in your Company Partnership Interest would have been reduced by the amount of money actually or deemed distributed to you at that time.  

A past distribution of property other than money made by the Company to you generally would not have resulted in taxable income or loss to you at the time of distribution.  The adjusted tax basis of the distributed property (other than money) in your hands would have been the lesser of (i) the Company’s adjusted tax basis in the property prior to the distribution, and (ii) your adjusted tax basis in your Company Partnership Interest immediately prior to the distribution reduced by any money distributed (or deemed distributed) in the same transaction.  As a result of such distribution, your adjusted tax basis in your Company Partnership Interest would have been reduced, but not below zero, by an amount equal to your adjusted tax basis in the property distributed to you by the Company.  

For U.S. federal income tax purposes, as a Partnership Interest Owner in a Company, you are considered to own a single interest in such Company, having a single adjusted tax basis, without regard to the number of Company Partnership Interests that you hold and without regard to whether all your Company Partnership Interests were acquired at the same time.  You will not be permitted to specifically identify the adjusted tax basis that is attributable to the particular Company Partnership Interests or portion thereof that you dispose of in the Mergers (i.e, in exchange for cash consideration).  

The gain or loss that you recognize upon the disposition of your Company Partnership Interests in the Merger generally will be treated as capital gain or loss except to the extent that such gain is attributable to assets described in Section 751 of the Code (i.e., substantially appreciated inventory or unrealized receivables) in which case such gain will be treated as ordinary income.  Due to limitations set forth in the Code, if you recognize a capital loss as a result of the Mergers, you may not be able to utilize such capital loss in the taxable year it arises or possibly ever.

Your capital gain or loss on the disposition of your Company Partnership Interests in the Merger will be treated as long-term capital gain or loss if your holding period in your Company Partnership Interest for federal income tax purposes is more than one year.  In general, your holding period for your Company Partnership Interest began at the time that you acquired it.  If you acquired Company Partnership Interests at different times, then your Company Partnership Interests, although considered for basis allocation and other tax purposes as a single partnership interest, will have a divided holding period in your hands.  

Under current law, long-term capital gain of non-corporate Partnership Interest Owners is taxable at a maximum rate of 15% whereas the maximum marginal federal income tax rate for non-corporate Partnership Interest Owners’ ordinary income is 35%.  The maximum rate of tax applicable to income of corporate Partnership Interest Owners (other than S Corporations), regardless of whether characterized as capital gain or as ordinary income, is 35%.  

If the amount of your pro rata share of the Escrow Payment ends up being less than the amount included in your “amount realized” when determining your gain or loss at the Effective Time, you may be entitled to a capital loss when the Escrow Payment is finally distributed.  Due to limitations set forth in the Code, if you recognize a capital loss in this regard, you may not be able to utilize such capital loss in the taxable year it arises or possibly ever.

Backup Withholding

In general, the consideration you receive as part of the above described transactions may be subject to withholding under the backup withholding rules.  The backup withholding rate is currently 28%.  Such withholding under the backup withholding rules will not be required if you (i) furnish a correct taxpayer identification number and certify on IRS Form W-9 that you are not subject to backup withholding tax, (ii) provide a certification of foreign status on IRS Form W-8BEN, or (iii) otherwise establish an exemption from backup withholding tax.  

If you do not provide a correct taxpayer identification number, then you may be subject to penalties imposed by the IRS.  Any amount paid as backup withholding tax does not constitute an additional tax and will be creditable against your U.S. federal income tax liability, provided that the required information is given to the IRS.  If backup withholding tax results in an overpayment of tax, then you can obtain a refund by filing a U.S. federal income tax return.


If you are a U.S. person, to furnish your correct taxpayer identification number and certify that you are not subject to backup withholding tax on Merger Consideration to be paid to you please complete and sign the IRS Form W-9 attached to the hard copy of this Information Statement mailed to you (IRS Form W-9 is not attached to the electronic copy of the Information Statement sent to you by email), then fax and mail the completed and signed IRS Form W-9 to:

Shannon Rose

Angel Investors

P.O. Box 60940

Palo Alto, CA 94306

Fax:  650-745-1296


If you are not a U.S. person, to establish that you are not subject to backup withholding on Merger Consideration to be paid to you please complete and sign the IRS Form W-8BEN attached to the hard copy of this Information Statement mailed to you (IRS Form W-8BEN is not attached to the electronic copy of the Information Statement sent to you by email), then fax and mail the completed and signed IRS Form W-8BEN to:

Shannon Rose

Angel Investors

P.O. Box 60940

Palo Alto, CA 94306

Fax:  650-745-1296

THE PRECEDING DISCUSSION IS INTENDED ONLY AS A SUMMARY OF CERTAIN UNITED STATES FEDERAL INCOME TAX CONSEQUENCES OF THE MERGERS AND DOES NOT PURPORT TO BE A COMPLETE ANALYSIS OR DISCUSSION OF ALL POTENTIAL TAX EFFECTS RELEVANT THERETO.  YOU SHOULD CONSULT YOUR OWN TAX ADVISORS AS TO SPECIFIC TAX CONSEQUENCES OF THE MERGER AND RELATED TAX REPORTING REQUIREMENTS THAT APPLY TO YOU.


FINANCIAL INFORMATION

Attached hereto as Exhibit C are copies of the Companies’ audited financial statements for the year ended December 31, 2004.  THIS INFORMATION IS EXTREMELY CONFIDENTIAL IN NATURE.

EXHIBIT A

MERGER AGREEMENT

[see attached]

EXHIBIT B

LIQUIDATING TRUST INSTRUMENT

[see attached]

EXHIBIT C

FINANCIAL STATEMENTS

[see attached]
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