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SUMMARY

This summary highlights certain aspects of the Company’s business and the Global Offering and should be
read as an introduction to this prospectus. Any decision to invest in the Company should be based on a
consideration of this prospectus as a whole, including the information under the heading “Risk Factors”
beginning on page 11.

No civil liability is to attach to the Company solely on the basis of this summary unless it is misleading,
inaccurate or inconsistent when read together with the other parts of this prospectus. If a claim relating to
the information contained in this prospectus is brought before a court of a Member State of the European
Economic Area, the plaintiff may under the national legislation of the Member State where the claim is
brought be required to bear the costs of translating this prospectus before legal proceedings are initiated.

The Company

Boussard & Gavaudan Holding Limited is a new closed-ended investment company registered and
incorporated in Guernsey on 3 October 2006 with an unlimited life. The Company will invest its assets in
order to deliver an exposure to multiple alternative investment strategies managed by Boussard &
Gavaudan Asset Management, LP (the “Investment Manager”).

Investment Objective and Policy

The Company’s investment objective is to seek to produce long-term appreciation of its assets. The
Company will seek to achieve this by investing the initial gross proceeds of the Global Offering, net of
approximately €500,000 to be used for working capital requirements, into Sark Fund Limited (the “Sark
Fund”), which is a feeder fund of Sark Master Fund Limited (the “Sark Master Fund”). The Company will
not hold an interest in excess of 50 per cent. in the Sark Fund upon completion of the Global Offering. The
Company will invest in a separate class of Euro denominated shares of the Sark Fund which will not be
subject to management fees and performance fees at the Sark Fund level, as the Investment Manager will
receive management fees and performance fees in respect of its role as Investment Manager of the
Company. Therefore, the Company will benefit from exposure to the multiple strategies offered by the
Sark Fund but with no multiple layering of fees.

Over time, a proportion of the net assets of the Company may, at the discretion of the Investment
Manager, be invested in other hedge funds (provided that, where such hedge funds are managed by the
Investment Manager, the Company will invest through a share class which will not be subject to
management or performance fees at the level of the underlying hedge fund) and/or other financial assets
selected by the Investment Manager which, with the possible application of leverage and when taken with
the returns achieved from the Sark Fund, are intended to allow the Company to achieve its target
annualised return. The Company will not make any single private equity investment representing in excess
of five per cent. of its Net Asset Value as at the time that any such investment is made. Private equity
investments made in linked transactions will be aggregated for the purposes of this calculation. The
Company intends to hedge fully the currency exposure in respect of each of its investments.

From its inception in 2003 to September 2006, the current Euro denominated share class of the Sark Fund
has produced annual returns ranging from 2.81 per cent. to 9.79 per cent. (achieved over the 9 months
from 1 January 2006 to 30 September 2006). The Company aims to generate a target annualised return in
excess of 10 per cent. (net of all fees) by investing in the Sark Fund as well as other assets in the future
while utilising its ability to leverage such non-Sark Fund investments. Return targets are targets only and
are based over the long-term on the performance projections of the investment strategy and market
conditions at the time of modelling and are therefore subject to change. There is no guarantee that any
target return can be achieved. Investors should not place any reliance on such target return in deciding
whether to invest in the Company.

Advantages of Investing in Hedge Funds
The general advantages of an investment in a hedge fund may be summarised as:

* Hedge funds are focused on the delivery of absolute returns which are typically intended to have little
correlation to equity or bond markets.

* Hedge funds seek to provide higher returns on a risk-adjusted basis than other investments in the
financial markets.

* Hedge funds generally have limited restrictions on their ability to make investments, thus enabling
investors to benefit from diversification of the underlying assets, the strategies implemented and the
investment instruments used.




* Investors in hedge funds can benefit from financial innovations used by sophisticated investment
managers.

* The fee structure in hedge funds is often performance based, thereby aligning the interests of the
investment manager and investors.

Strengths of the Company

In addition to the benefits of the hedge fund industry generally, investors in the Company will benefit from
its main competitive strengths:

Experienced Investment Manager

The Investment Manager’s group employs a team of experienced professionals. The team operates using a
rigorous and collegiate investment process and carefully monitors risks. The interests of the Investment
Manager and investors in the Company will be aligned through an incentivising performance fee structure,
a significant investment by the Investment Manager, its partners and its group’s employees and the
Directors in the Company at launch (of at least €20 million in total) with an 18-month lockup, and
compulsory investment by the Investment Manager on behalf of its group employees of an amount equal to
the annual cash bonuses of such employees with an 18-month lockup. The lock-up in respect of the initial
€20 million investment shall not apply to any transfer or encumbrance which may arise pursuant to a short-
term financial arrangement to be entered into between the Investment Manager and BNP Paribas referred
to in the section headed “Relationship with the Joint Global Coordinators” on page 114 of this prospectus.

Access to a multi-strategy investment policy

Through the Company’s investment in the Sark Fund, investors will gain exposure to Europe-focused
diversified investment strategies, including volatility strategies, equity strategies and credit strategies. This
will enable investors to benefit from diversified strategies and risks without paying multiple layers of fees as
with a fund of hedge funds.

The Investment Manager focuses on implementing strategies combining derivative expertise and
fundamental analysis. This expertise is built around a strongly integrated team of financial analysts and
traders who find, research and decide on investment opportunities on a collegiate basis, allowing the
Investment Manager to stay in a relatively uncrowded niche.

Attractive risk-adjusted returns of the Sark Fund

Launched in March 2003, the Sark Fund, in which the Company will initially invest all of its assets, has had
(net of any fees) an annualised return from inception to August 2006 of 8.03 and 8.23 per cent. for the
Euro and US Dollar share classes respectively, coupled with low volatility (2.36 per cent. and 2.40 per cent.
for the Euro and US Dollar share classes respectively). As of 31 August 2006, the Sark Fund’s annualised
Sharpe Ratio, which is a measure of risk-adjusted performance and is further defined in the section headed
“Glossary of Selected Terms” beginning on page 138 of this prospectus, was 2.39 and 2.25 for the Euro and
US Dollar share classes respectively. Including the performance for the month of September 2006 (2.73
per cent. and 2.83 per cent. for the Euro and US Dollar share classes respectively), from inception to
September 2006, the Sark Fund has achieved an annualised return of 8.65 per cent. and 8.88 per cent. for
the Euro and US Dollar share classes respectively. The Investment Manager believes that the Sark Fund’s
historical returns and Sharpe Ratio demonstrate its ability to generate positive performance on a
risk-adjusted basis in comparison to published hedge fund indices, other equity and bond market indices
and, in particular, versus its hedge fund peers in the convertible and equity arbitrage space (which may
have suffered from difficult market conditions in recent years).

The Sark Fund received the 2005 EuroHedge Award for Best Convertible and Equity Arbitrage Fund.
As of 31 December 2003, 31 December 2004 and 31 December 2005 the Sark Fund had assets under

management of approximately €416.4 million, €715.0 million and €956.2 million respectively. As of
31 August 2006, the Sark Fund had assets under management of approximately €1.03 billion.

Use of Proceeds

The costs and expenses of, and incidental to, the Global Offering will be borne by the Investment Manager
such that the gross proceeds of the Global Offering, net of any amounts (currently expected to be
approximately €500,000) retained for the working capital requirements of the Company, will be available
to the Company for investment following Admission. On the basis that 50,000,000 Shares are issued under
the Global Offering (excluding Shares issued pursuant to the Over-allotment Option), the gross proceeds




will be approximately €500,000,000 and this amount will be invested in the Shares of the Sark Fund, net of
any amounts retained for the working capital requirements of the Company. The Company expects that a
significant portion of such proceeds will result from certain current investors in the Sark Fund switching
their investment to the Company. See the section headed “The Global Offering—Switching by investors in
the Sark Fund” on page 111 of this prospectus. The maximum number of Shares available under the
Global Offering should not be taken as an indication of the number of Shares finally to be issued or the
total amount of proceeds to be received by the Company in the Global Offering.

Investment Manager

Boussard & Gavaudan Asset Management, LP acts as the Investment Manager and, as such, is responsible
for the day-to-day management of the assets of the Company.

The Investment Manager is an asset management company focused on achieving the investment objectives
of all its funds by relying on a combination of fundamental analysis and trading expertise, particularly in
relation to derivatives. Total assets under management in its four funds were approximately €1.27 billion as
of 31 August 2006.

The Investment Manager operates a rigorous investment process involving thorough risk monitoring
throughout its sourcing, research and decision making in relation to each potential investment. The
Investment Manager relies on a fundamentals-driven bottom-up research and analysis approach for
sourcing and finding new investment opportunities and employs a team of six financial analysts dedicated
to developing new, and monitoring existing and potential, trade ideas. The philosophy behind the
Investment Manager’s research and analysis process is that of a team effort whereby decisions are taken in
a collegiate fashion. The Investment Manager’s decision process involves: (i) the identification of
mispricing or of an investment opportunity; (ii) an analysis of the causes of the mispricing; (iii) the
identification of a catalyst for the convergence of the security’s price; and (iv) the identification of potential
risk scenarios and the assignment of probabilities to those scenarios. Following this four-step decision
process, the Investment Manager’s Investment Committee takes a decision on the trade, which is then
usually executed by the Investment Manager’s in-house traders.

The Sark Fund and the Sark Master Fund

The Sark Fund is organised as a feeder fund and all of the Sark Fund’s assets (to the extent not retained in
cash) are invested in the ordinary shares of the Sark Master Fund, of which the Sark Fund is the only
shareholder. The investment objective of the Sark Master Fund is to achieve an attractive risk-adjusted
return on capital consistent with principles designed to manage risk of capital loss. The Sark Master Fund
is an opportunistic Europe-focused multi-strategy fund which aims primarily at arbitraging instruments
with non-linear pay-offs in special situations.

The table below shows the historic performance of the Sark Fund up to 31 August 2006, together with
other relevant comparators.

Since inception

Total return Nb ?f
Sharpe Beta to Beta to positive
10m 2006 Volatility®  ratio®  Equity Bond mths/ total Max
2003 2004 2005 YTD?V A lised A lised A lised Index Index of mths  Drawdown®

SARK FUNDEUR . ... ............. 9.69% 2.81%  8.70% 6.88% 8.03% 2.36% 2.39 0.09  —0.07 32/42 -2.01%
SARKFUNDUSD ... .............. 9.00% 2.08%  9.45% 8.25% 8.23% 2.40% 2.25 0.08 —0.07 32/42 —2.34%
All Strategies

CS/Tremont Hedge Fund Index . . . ... ... 13.23% 9.64%  1.60% 7.50% 10.90% 3.70% 2.18 0.20 0.27 33/42 —2.03%

Greenwich-Van Global Hedge Fund Index . . . . 17.96% 7.68%  8.63% 6.65% 11.68% 4.35% 2.03 0.29 0.22 32/42 —2.95%

HFRI Fund Weighted Composite Index . . . . . 18.76% 9.05%  9.29% 6.93% 12.58% 4.52% 2.16 0.30 0.23 32/42 -3.09%

EuroHedge Composite Index . . . .. ... .. 6.55% 6.00%  8.63% 4.79% 7.45% 2.56% 1.81 0.16 0.06 34/42 -2.31%
Convertible & Equity Arbitrage

CS/Tremont Conv. Arbitrage Index . . . . ... 8.07% 1.98% —2.55% 9.43% 4.73% 3.88% 0.49 0.09 0.20 27/42 —8.65%

Greenwich-Van Global Conv. Index . . .. ... 6.75% 097% —1.81% 8.94% 4.16% 3.85% 0.34 0.09 0.16 29/42 -9.31%

HFRI Convertible Arbitrage Index . . . .. .. 590% 1.19% —1.86% 8.10% 3.74% 3.35% 0.27 0.08 0.17 29/42 —7.93%

EuroHedge Conv. & Equity Arbitrage Index . . 4.92% 0.78%  4.67% 5.89% 4.64% 2.89% 0.63 0.11 0.03 31/42 —5.84%
Multi-Strategy

CS/Tremont Multi-Strategy Index . . . . . ... 1324% 754%  1.53% 7.97% 10.41% 3.15% 241 0.13 0.19 36/42 —2.49%

Greenwich-Van Global Multi-Strat. Index . . . . 1551% 590%  7.99% 6.38% 10.22% 4.23% 1.75 0.24 0.25 29/42 -2.59%
Equity strategy

HFRI Equity Hedge Index . . . . . .. ... .. 21.50% 7.69% 10.61% 5.84% 12.97% 5.79% 175 0.39 0.19 30/42 —5.51%

EuroHedge Global Equity Index . . . . . .. .. 15.99% 8.05% 14.30% 7.22% 13.06% 5.26% 1.95 0.34 0.16 34/42 —6.60%
Fund of hedge funds

HFRI Fund of Funds Composite Index . . . . . 10.31% 6.88%  1.51% 4.77% 8.45% 3.78% 1.49 0.22 0.21 31/42 -3.69%
Traditional indices

DJ Stoxx 600 . . . . ... 2594% 951% 23.47% 1.96% 19.02% 9.85% 1.69 100 —0.41 31/42 -9.67%

Lehman Brothers Global Aggregate Bond . . . . 9.84% 9.27% —4.49% 4.50% 5.30% 5.73% 0.43 —0.14 1.00 25/42 —6.50%

Sources: Sark Fund Ltd Annual Report, Sark Fund Monthly Reviews, Bloomberg, Hedge Fund Intelligence—EuroHedge, Lehman Brothers, Inc. and Datastream.
The value of your investment may fluctuate. Results achieved in the past are no guarantee of future results.

(1) YTD = From January 2006 to August 20006.




(2) Annualised volatility is calculated from monthly volatility (standard deviation of reported monthly performance) as: Monthly volatilty*12°°,
(3) Annualised Sharpe ratio is calculated as: (Annualised total return—Annualised risk free rate return)/Annualised volatility.

(4) Sark Fund EUR and DJ Stoxx 600 Sharpe ratios are calculated using Euribor 1M risk free rate. Sark Fund USD and other indices are calculated using US Libor 1M risk
free rate.

(5) Maximum drawdown represents the largest drop from a peak to a trough since inception.

Leverage

The Company will have power under its Articles of Association (the “Articles’) to borrow up to an amount
equal to 100 per cent. of its Net Asset Value as at the time of borrowing.

It is intended that leverage will be used by the Company for the purposes of (i) managing day-to-day cash
flow, i.e. for meeting expenses of the Company and for funding repurchases of Shares and (ii) leveraging
possible direct investments made by the Company other than investments in the Sark Fund.

Dividend Policy

The Directors do not expect to declare any dividends and income earned in the portfolio will be reinvested.

Management and Performance Fees

The Investment Manager will receive a management fee, accrued monthly and payable quarterly,
calculated at the annual rate of 1.5 per cent. of Net Asset Value. The Investment Manager will also be
entitled to receive a performance fee.

The performance fee will be calculated in respect of each period of twelve months (except for the first such
period) ending on 31 December in each year (a “Calculation Period”). The first Calculation Period will be
the period commencing on the Business Day immediately following the Settlement Date and ending on
31 December 2006. The performance fee is deemed to accrue on a monthly basis as at each Valuation Day.

For each Calculation Period, the performance fee will be equal to 20 per cent. of the appreciation in the
Net Asset Value per Share during that Calculation Period above the Base Net Asset Value. The Base Net
Asset Value is the highest Net Asset Value per Share achieved as at the end of any previous Calculation
Period (if any), or, in the case of the first Calculation Period, the Net Asset Value per Share at launch. The
performance fee in respect of each Calculation Period will be calculated by reference to the Net Asset
Value per Share before deduction for any accrued performance fee.

The Company has entered into a management agreement with the Investment Manager (the
“Management Agreement”). If the Management Agreement is terminated before 31 December 2006 or
31 December in any subsequent year, the performance fee in respect of the then current Calculation
Period will be calculated and paid as though the date of termination were the end of the relevant
Calculation Period.

Corporate Governance

The Directors of the Company are Christopher Fish, Sameer Sain and Nicolas Wirz, each of whom is
independent of the Investment Manager. The Company complies with the corporate governance
obligations that are applicable to it under Guernsey law.
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Shares offered in the Global
Offering . . . ..............

Euronext symbol

Security Codes . . . . ..........

The Global Offering. . ........

Offer Price
Allotment Date

Euronext Listing Date

Settlement Date . . .. .........

Joint Global Coordinators, Joint
Lead Managers and Joint
Bookrunners

Co-Managers . . .............

Switching by investors in the
SarkFund ...............

Boussard & Gavaudan Holding Limited

Up to 50,000,000, excluding Shares issued pursuant to the Over-
allotment Option.
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ISIN: GGOOB1FQG453
Amsterdam Security Code (fondscode): 29098

The Global Offering consists of a public offering in Finland,
France, Greece, Ireland, Luxembourg, The Netherlands,
Norway, Portugal, Spain, Sweden and the United Kingdom. The
Global Offering is not being underwritten.

€10 per share.

The allotment is expected to take place before the start of
trading on Euronext Amsterdam on 2 November 2006, subject
to acceleration or extension of the timetable for the Global
Offering.

Listing on Eurolist by Euronext is expected to take place before
the start of trading on Euronext Amsterdam on 2 November
2006, subject to acceleration or extension of the timetable for
the Global Offering. The Company expects that trading in the
Shares on Euronext Amsterdam will commence on or about
2 November 2006 on an “as-if-and-when-issued” basis and that
delivery will take place on or about 6 November 2006.

Expected to be on or about 6 November 2006, subject to
acceleration or extension of the timetable for the Global
Offering.

BNP Paribas and Lehman Brothers International (Europe) are
acting as Joint Global Coordinators, Joint Lead Managers and
Joint Bookrunners in connection with the Global Offering.

Bear, Stearns International Limited and Kempen & Co N.V.

Provision is being made for existing investors in the Sark Fund
who are not US Persons (as such is defined in Regulation S of
the Securities Act) to switch their investment in the Sark Fund
to the Company without effecting an actual redemption of their
shares in the Sark Fund. Please see the section headed
“Switching by investors in the Sark Fund” beginning on page 111
of this prospectus for further details on the terms of switching
and see “Risk Factors—In the event that the Conformed
Switching NAV is less than 99.8 per cent. of the Interim
Switching NAV as calculated on the Closing Date, the opening
Net Asset Value of the Company may be adversely affected” for
a discussion of a risk associated with the switching process.




Risk Factors

Before investing in the Shares, prospective investors should consider carefully, together with the other
information contained in this prospectus, the factors and risks attaching to an investment in the Shares
described in the section headed “Risk Factors”, beginning on page 11, including the following risks:

e the Company is a recently established investment company and has no operating history;

e the target return included in this prospectus is based on projections and the Company cannot guarantee
that it will meet or exceed the target in the future or that its Net Asset Value will not decrease;

* no reliance should be placed by investors on the past performance of the Sark Fund or the Sark
Master Fund;

e the performance of the Company depends on the ability and services of the Investment Manager;
* valuations of portfolio investments may not reflect the price at which such investments can be realised;

* the investments to be made by the Company will be relatively illiquid and subject to restrictions on
redemption;

* due to the concentration of the Company’s assets in the Sark Fund, the Company’s performance will be
substantially affected by the performance of the Sark Fund and the Sark Master Fund;

 the Investment Manager and its affiliates may provide services to other clients which could compete
directly or indirectly with the activities of the Company, the Sark Fund or the Sark Master Fund and
which could cause the investment opportunities available to, and investment returns achieved by, the
Company, the Sark Fund or the Sark Master Fund to be prejudiced;

 the Investment Manager is dependent upon the expertise of its key personnel in providing investment
management services to the Company, the Sark Fund and the Sark Master Fund. The departure of such
key personnel for any reason may negatively impact the ability of the Company to achieve its investment
objective;

e the continued services of the Investment Manager are dependent on the continuation of the
Management Agreement, which can be terminated with notice. Failure to secure a suitable replacement
investment manager will adversely impact on the achievement by the Company of its investment
objective;

* the Company’s shares in the Sark Fund are subject to redemption at any time by the Sark Fund;

* changes in law or regulations, or a failure to comply with any laws or regulations, may adversely affect
the Company’s business, investments and/or performance;

 changes in taxation could adversely affect the ability of the Company to meet its investment objectives;

e if the Company or the investment funds in which it directly or indirectly invests become subject to tax on
a net income basis in any tax jurisdiction, including France or the United Kingdom, the Company’s
financial condition and prospects could be materially and adversely affected;

* if unanticipated withholding or excise taxes are imposed in respect of distributions or other payments on
the Company’s direct and indirect investments, the return on those investments could be materially and
adversely affected,;

* shareholders may be adversely affected by currency movements;
e disclosure of the portfolio of the Company, the Sark Fund and the Sark Master Fund may be limited;

* the Company is reliant upon the provision of services by third party service providers in order to carry on
its business and a failure by one or more service providers could materially disrupt the business of the
Company or impact detrimentally on its investment performance;

* in the event that the Confirmed Switching NAV is less than 99.8 per cent. of the Interim Switching NAV
as calculated on the Closing Date, the opening Net Asset Value of the Company may be adversely
affected;

* investments to be made by the Company other than in the Sark Fund have not yet been finalised,
selected or arranged and investors in the Global Offering are unable currently to ascertain the merits or
risks of these investments;




short selling by the Sark Master Fund may subject it to uncapped losses;
the Company is at risk from the failure of the strategy followed by the Sark Master Fund;

investments held by the Sark Master Fund and the Company (with respect to non-Sark Fund assets) may
be illiquid and an inability to realise investments in difficult market conditions may expose the Company
to additional losses;

the use of leverage may increase the volatility of returns and increase the risk of loss to investors’ capital;
the Company’s investments are subject to market risk;

the Company may suffer loss as a result of the actions of the Investment Manager and its other service
providers;

the Sark Master Fund is subject to limited supervision and legal conditions may lead to difficulty in
protecting and enforcing the rights of the Sark Fund and the Sark Master Fund;

the Sark Master Fund may at certain times hold a few relatively large investments;
the Sark Master Fund invests in “special situations” and/or “events”;
the use of derivatives by the Sark Master Fund gives rise to a number of specific potential risks;

the Sark Master Fund’s investment in options subjects it to the risk of being required to purchase the
underlying securities on unfavourable terms in order to satisfy its obligations;

the Sark Master Fund is subject to the risk of default of counterparties with respect to its investments in
forward foreign exchange contracts;

the Sark Master Fund may trade financial futures, the prices of which can be highly volatile;

the Sark Master Fund is subject to the risk of counterparty default in and the unenforceability of
off-exchange transactions;

investments made by the Sark Master Fund will be sensitive to changes in interest rates and fluctuations
in interest rates may expose the Sark Master Fund and the Company to losses;

the Sark Master Fund may invest in non-investment grade or unrated debt securities which are subject to
greater risk of loss of principal than higher rated securities;

the Company, the Sark Fund and/or the Sark Master Fund may not be successful in its hedging
strategies;

risk models which are relied upon may prove inaccurate or inadequate;

substantial redemptions by several investors or a significant investor in the Sark Fund may cause a
liquidation of investments at an undesirable rate;

performance fee arrangements may adversely influence investment management decisions;
higher portfolio turnover may result in significant transaction costs;

prime brokers and custodians of the Sark Master Fund may hold legal and beneficial title to assets of the
Sark Master Fund which will subject the Sark Master Fund to risks of insolvency or fraud on the part of
the prime brokers and custodians;

investments by the Sark Master Fund may not be regulated by the rules of any stock exchange or
investment exchange and may be subject to the risk of the counterparty failing to perform its obligations;

investments by the Sark Master Fund may be affected by changes to international agreements and
international laws and failures of authorities to enforce compliance with such laws;

certain income received or gains made by the Sark Fund and the Sark Master Fund may be subject to
irrecoverable tax;

the increasing size and maturity of hedge fund markets may reduce opportunities available for
investment;

shareholders have no right to have their Shares redeemed by the Company;

the existence of a liquid market in the Shares cannot be guaranteed;




the Eurolist by Euronext trading market is less liquid than other major exchanges, which could affect the
price of the Shares;

the Shares in the Company may trade at a discount to Net Asset Value and Shareholders may be unable
to realise their investments on the market at Net Asset Value;

the Company is not subject to pre-emption rights and subsequent issues of shares may have a
detrimental effect on the Net Asset Value and market price of the Shares;

shareholders in countries with currencies other than the Euro may have their investments adversely
affected by currency exchange rate fluctuations;

US holders will be subject to significant transfer restrictions in this offering and in secondary
transactions;

the ability to invest in Shares or to transfer any Shares may be limited by certain ERISA, US Internal
Revenue Code and other considerations;

if withholding tax were unexpectedly imposed in respect of distributions or other payments on the
Shares, the value of the Shares could be materially and adversely affected; and

the Company’s status as a PFIC has adverse tax consequences for taxable US Investors.

The foregoing is not a comprehensive list of the risks and uncertainties to which the Company is subject.
You should carefully consider all of the information in this prospectus, including the information included
under the section headed “Risk Factors” beginning on page 11, prior to making an investment in
the Company. The Directors believe that the risks described in the section headed “Risk Factors” are the
material risks relating to the Shares as at the date of this prospectus, although such information does not
purport to be an exhaustive list or summary of the risks that the Company may encounter.
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RISK FACTORS

An investment in the Shares involves a high degree of risk. Investors are referred to the risks set out below.
The Directors believe that the risks described below are the material risks relating to the Shares as at the
date of this prospectus, although the information below does not purport to be an exhaustive list or
summary of the risks that the Company may encounter. No assurance can be given that Shareholders will
realise a profit or will avoid a loss of all or part of their investment. Investment in the Company is suitable
only for persons who can bear the economic risk of a substantial or entire loss of their investment and who
can accept that there may be limited liquidity in the Shares. Additional risks and uncertainties not
currently known to the Company, or that the Company deems to be immaterial as at the date of this
prospectus, may also have an adverse effect on its business. Potential investors should review this
prospectus carefully and in its entirety and consult with their professional advisers before making an
application to invest in the Shares.

Risks relating to the Company
The Company is a recently established investment company and has no operating history

The Company was formed on 3 October 2006. Prior to its formation, the Company had no operations or
assets. Accordingly, the Company does not have historical financial statements or other meaningful
operating or financial data with which to evaluate the Company and its performance. An investment in the
Company is therefore subject to all of the risks and uncertainties associated with a new business, including
the risk that the Company will not achieve its investment objectives and target return and that the value of
your investment could decline substantially as a consequence.

The target return included in this prospectus is based on projections and the Company cannot
guarantee that it will meet or exceed the target in the future or that its Net Asset Value will not decrease

The target return figure is a target only and is based on the Investment Manager’s performance projections
of the Company’s investment strategy, market conditions and economic environment at the time of
assessing the proposed target, and are therefore subject to change. There is no guarantee that the target
return of the Company can be achieved at the numbers set out in this prospectus or that its Net Asset
Value will not decrease. A variety of factors, including changes in financial market conditions, interest
rates, government regulations, the worldwide economic environment or the occurrence of risks described
elsewhere in this prospectus could adversely impact the Company’s ability to achieve its target and its
performance. Investors should not place any reliance on such return target in deciding whether to invest in
the Company. A failure by the Company to achieve its target return or increase its Net Asset Value could
adversely impact the value of the Shares and result in a loss of all or part of an investor’s investment.

No reliance should be placed by investors on the past performance of the Sark Fund or the Sark Master
Fund

Historical financial statements and performance information for the Sark Fund and the Sark Master Fund
has been included in this prospectus as the Company’s investment strategy involves investing a significant
proportion of its assets into the Sark Fund (and therefore being exposed to the investment performance of
the Sark Master Fund). While the Sark Fund and the Sark Master Fund have operated since March 2003,
there can be no assurance that the Sark Master Fund (and therefore the Sark Fund) will be able to
maintain its historic investment performance. Past performance of the Sark Fund and the Sark Master
Fund should not be taken to be a guide to the future performance of the Sark Fund, the Sark Master Fund
or, by extension, the Company. Unrealised values of investments made by the Sark Fund and the Sark
Master Fund may not be realised in the future. In addition, the Company intends to invest a portion of its
assets in investments other than the Sark Fund that may have different rates of return and risks.

The performance of the Company depends on the ability and services of the Investment Manager

The performance of the Company will depend on: (i) the ability of the Investment Manager to generate
positive returns within the Sark Master Fund; and (ii) in respect of investments of the Company other than
the investment in the Sark Fund, the Investment Manager’s ability to advise on, and identify, investments
in accordance with the investment objectives of the Company and to allocate the assets of the Company
among all investments in an optimal way. Achievement of the investment objectives will also depend, in
part, on the ability of the Investment Manager to provide competent, attentive and efficient services to the
Company, the Sark Fund and the Sark Master Fund under the terms of the Management Agreement and
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its management agreements with the Sark Fund and the Sark Master Fund. There can be no assurance that
the Investment Manager will be able to provide such services or that the Company or the Sark Master
Fund will be able to invest their respective assets on attractive terms or generate any investment returns for
Shareholders or indeed avoid investment losses.

None of the Company, the Sark Fund or the Sark Master Fund currently has any employees or owns any
facilities and each does or will depend upon the Investment Manager for the day-to-day management and
operation of their respective businesses. Additionally, there are no restrictions on the Investment
Manager’s ability to establish funds or other publicly traded entities that compete with the Company, the
Sark Fund or the Sark Master Fund, including any other entities that may invest in the Sark Fund. The
Investment Manager currently serves as the investment manager for three funds other than the Sark
Master Fund. Personnel and support staff provided by the Investment Manager are not required to have as
their primary responsibility the day-to-day management and operations of the Company, the Sark Fund or
the Sark Master Fund or to act exclusively for any of them. The success of the Company, the Sark Fund or
the Sark Master Fund will depend upon the experience and performance of the Investment Manager and
its continued involvement in their businesses. If the Investment Manager were to cease to provide its
services to the Company, the Sark Fund or the Sark Master Fund, they may experience difficulty in
achieving their respective investment objectives and their businesses and prospects would be materially
prejudiced.

In taking on responsibility for the investment of the assets of the Company, the Investment Manager will
be increasing materially its overall assets under management. The Investment Manager’s ability to invest
these assets into the Sark Master Fund, or otherwise, in appropriate investments may be constrained by a
lack of investment opportunities or other market-related constraints.

Valuations of portfolio investments may not reflect the price at which such investments can be realised

It is intended that Close Fund Services Limited (the “Administrator”) will each month arrange for the
publication of the Net Asset Value of the Company as at the end of the previous month and the Investment
Manager will provide daily estimates from the Settlement Date. The Sark Fund and the Sark Master Fund,
through their respective administrators, publish net asset values as at the last calendar day of each month.
To the extent that such information is not available in a timely manner, the Net Asset Value of the
Company will be published based on estimated values of the Sark Fund and the Sark Master Fund and on
the basis of the information available to the Administrator at the time. There can be no guarantee that the
Company’s investments could ultimately be realised at any such future valuation or at the historical
valuations contained in this prospectus for the Sark Fund and the Sark Master Fund.

Because of overall size, concentration in particular markets and maturities of positions held indirectly by
the Company (i.e. through the Sark Master Fund), the value at which its investments can be liquidated may
differ, sometimes significantly, from the interim valuations obtained by the Company. In addition, the
timing of liquidations may also affect the values obtained on liquidation. Securities to be held by the
Company may routinely trade with bid-offer spreads that may be significant. At times, third party pricing
information may not be available for certain positions held by the Company.

In calculating the Net Asset Value, the Administrator will be relying, inter alia, on the value of the Sark
Fund and the Sark Master Fund which will be supplied by the administrators of those funds. Such
estimates will be unaudited and may be subject to little independent verification or other due diligence. In
particular, the values of certain bonds held by the Sark Master Fund are difficult to ascertain and the
administrator of the Sark Master Fund may have to rely on the spot price of such bonds quoted by a single
broker. In the event that a price or valuation estimate accepted by the Company in relation to an
underlying investment subsequently proves to be incorrect or varies from the final published price, no
adjustment to any previously published Net Asset Value will be made.

The type of assets (including derivative instruments) traded by the Sark Master Fund may be complex,
illiquid and not listed on any stock exchange. The value of such assets is therefore subject to the judgment
of the administrator of the Sark Master Fund and might prove to be incorrect or vary from the final price
obtained by the Sark Master Fund at the end of the trade.

In the course of their respective businesses, the Company, the Sark Fund and the Sark Master Fund place
significant numbers of orders with their brokers. Errors may occur in the placing of trading orders and be
detrimental to the Company’s performance.
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The investments to be made by the Company will be relatively illiquid and subject to restrictions
on redemption

The assets of the Company will be invested predominantly in the Sark Fund, which in turn will invest its
assets in the Sark Master Fund. There is no active market in the shares of the Sark Fund or the shares of
the Sark Master Fund. Accordingly, in order to realise its investment in the Sark Fund, the Company will
need to exercise its redemption rights as a shareholder in the Sark Fund to have its shares in the Sark Fund
redeemed.

The Company may redeem its shares in the Sark Fund only on a monthly basis and, in certain limited
circumstances described below in the section headed “Redemption fee” on page 69 of this prospectus, the
redemption of shares in the Sark Fund may be suspended. In the event the Company intends to redeem its
shares in the Sark Fund it must provide at least 60 days’ notice prior to such redemption and may be
required to pay a redemption fee equal to up to five per cent. of the redemption proceeds. The redemption
fee will not apply in respect of redemptions made in accordance with the above procedure (essentially
where such redemption is made on a date falling two years after the date of issue of the relevant shares or
every two years thereafter). These limitations on redemption of the Company’s Sark Fund shares may
hinder the Company’s ability to realise its investment in the Sark Fund and adversely impact the value of
the Shares as the Company may be unable to dispose of its investment in the Sark Fund at the optimal time
or in an optimal manner. See the section headed “Information on the Sark Fund and the Sark Master
Fund—Redemptions” beginning on page 68 for a further description of the procedures required for the
Company to redeem its investment in the Sark Fund.

Similarly, in order to realise its investment in the Sark Master Fund, the Sark Fund is required to comply
with the redemption provisions of the Sark Master Fund. Whilst the directors of the Sark Master Fund
have determined to effect redemptions of ordinary shares in the Sark Master Fund on a basis not less
frequent than the Sark Fund, they retain a general discretion as to when shares in the Sark Master Fund
may be redeemed.

In the event of a material adverse event occurring in relation to the Sark Master Fund or the market
generally, the ability of the Company to realise its investment at an optimal price at such time and prevent
the possibility of further losses is therefore limited by its restricted ability to redeem its shares in the Sark
Fund and by the Sark Fund’s potentially restricted ability to realise its investments in the Sark Master
Fund. These restrictions could materially extend the period over which the Company is able to realise its
investments in the Sark Fund. In addition, the potential limitations on the Sark Fund’s ability to redeem its
shares in the Sark Master Fund may adversely affect its liquidity in the event the Company or other
shareholders of the Sark Fund have requested a redemption of their respective shares in the Sark Fund.
Withdrawals or redemptions by other investors in the Sark Fund and the Sark Master Fund may also
negatively impact the value of the Company’s investment.

The Company expects that its investments in assets other than the Sark Fund will also be relatively illiquid
and subject to similar restraints on realisation.

Due to the concentration of the Company’s assets in the Sark Fund, the Company’s performance will be
substantially affected by the performance of the Sark Fund and the Sark Master Fund

Immediately following the completion of the Global Offering, all of the Company’s assets, other than
amounts retained for working capital requirements, will be invested in a Euro class of shares in the Sark
Fund. While the Company intends to diversify its investment portfolio by investing in assets other than the
Sark Fund in the future, a significant portion of its assets will be shares of the Sark Fund. The Sark Fund
invests solely in the Sark Master Fund. Therefore the Company’s performance is substantially dependant
on the performance of the investments made by the Sark Master Fund and the result of such performance
on the value of the Company’s shares in the Sark Fund. Any event or investment that has a negative impact
on the performance of the Sark Master Fund, including the failure of the Sark Master Fund’s investment
manager to appropriately diversify the investments made by the Sark Master Fund, will likely have a
negative impact on the performance of the Company and the value of the Shares. Investors should thus
carefully consider the particular risks associated with the Sark Fund and the Sark Master Fund set forth in
this prospectus when considering an investment in the Company.
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The Investment Manager and its affiliates may provide services to other clients which could compete
directly or indirectly with the activities of the Company, the Sark Fund or the Sark Master Fund and which
could cause the investment opportunities available to, and investment returns achieved by, the Company,
the Sark Fund or the Sark Master Fund to be prejudiced

Currently, the Investment Manager is the manager of three funds other than the Sark Master Fund and it
and its affiliates may serve as managers to other clients. As a result, the Investment Manager and its
respective affiliates may have conflicts of interest in allocating investments among the Company or the
Sark Master Fund and the other clients and in effecting transactions between the Company or the Sark
Master Fund and other clients, including transactions in which the Investment Manager and its respective
affiliates may have a greater financial interest. Depending on the circumstances, the Investment Manager
and its respective affiliates may give advice or take action with respect to such other clients that differs
from the advice given or action taken with respect to the Company.

The Investment Manager and its respective affiliates are involved in other financial, investment or
professional activities which may on occasion give rise to conflicts of interest with the Company or the Sark
Master Fund. In particular, the Investment Manager manages funds other than the Sark Master Fund and
may provide investment management, investment advisory or other services in relation to these funds or
future funds which may have similar investment policies to that of the Company.

The Investment Manager and its affiliates carry on investment activities for their own accounts, for the
accounts of their employees (and their families) and for other accounts in which the Company has no
interest. The Investment Manager and its affiliates also provide management services to other clients,
including other collective investment vehicles. The Investment Manager and its affiliates may give advice
and recommend securities to other managed accounts or investment funds which may differ from advice
given to, or securities recommended or bought for, the Company, even though their investment policies
may be the same or similar.

The Directors are or may become directors of and/or investors in other companies. However, the Directors
will not be involved in the day-to-day investment decision making for the Company, this role having been
delegated to the Investment Manager pursuant to the Management Agreement.

The Investment Manager is dependent upon the expertise of its key personnel in providing investment
management services to the Company, the Sark Fund and the Sark Master Fund. The departure of such key
personnel for any reason may negatively impact the ability of the Company to achieve its investment
objective

The ability of the Company to achieve its investment objective is significantly dependent upon the
expertise of the Investment Manager, its partners and portfolio managers and the Investment Manager’s
and its affiliates’ ability to attract and retain suitable staff. The partners (including Emmanuel Boussard
and Emmanuel Gavaudan) and employees of the Investment Manager’s group are not subject to
restrictions on their departure from the Investment Manager’s group. The impact of the departure for any
reason of a key individual (or individuals) on the ability of the Investment Manager to achieve the
investment objectives of the Company and the Sark Master Fund cannot be determined and may depend,
amongst other things, on the ability of the Investment Manager to recruit other individuals of similar
experience and credibility. Furthermore, certain of the Sark Fund’s and the Sark Master Fund’s contractual
arrangements, particularly with their prime brokers and certain Sark Fund shareholders, provide the
relevant counterparties with rights of termination or redemption, as the case may be, in the event that key
employees of the Investment Manager’s group cease to devote their time and attention to the business of
the Sark Fund and the Sark Master Fund. The assertion of such rights to terminate contracts or redeem
shares in the Sark Fund could have a negative impact on the business and/or condition of the Sark Master
Fund, the Sark Fund and the Company. There can be no guarantee that the Investment Manager would be
able to replace any such key individual or limit any delay in replacing such an individual.

The continued services of the Investment Manager are dependent on the continuation of the Management
Agreement, which can be terminated with notice. Failure to secure a suitable replacement investment
manager will adversely impact on the achievement by the Company of its investment objective

The Management Agreement can be terminated by the Investment Manager and/or the Company with
12 months’ notice in writing, such notice not to expire prior to the third anniversary of Admission, except
in certain circumstances where, inter alia, the Investment Manager becomes insolvent or is in material
breach of the Management Agreement, in which case the Management Agreement may be terminated
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forthwith. The Management Agreement may be terminated on notice only where such termination is
unanimously agreed to by the Directors and confirmed by a special resolution of the Company in general
meeting. The Investment Manager’s investment management agreement with the Sark Fund and the Sark
Master Fund can be terminated on 90 days’ notice. Where the Investment Manager terminates the
Management Agreement or its investment management agreement with the Sark Fund and the Sark
Master Fund, no assurance can be given that the Company, the Sark Fund or the Sark Master Fund will be
able to find and recruit a replacement manager of similar experience and credibility or as to the length of
time the search for a replacement will take. Termination of the Management Agreement or the investment
management agreement between the Investment Manager and the Sark Fund and Sark Master Fund and
any delay in finding another investment manager may adversely impact on the achievement by the
Company, the Sark Fund and the Sark Master Fund of their investment objectives and target returns.

The Company’s shares in the Sark Fund are subject to redemption at any time by the Sark Fund

At any time, including in the event the Management Agreement is terminated, the Sark Fund is entitled to
redeem the Company’s shares in the Sark Fund. The Sark Fund is not required to redeem its shares on a
pro rata basis amongst all of its shareholders and such redemption could be specific to the Company alone.
Should such a circumstance occur, the Company will be required to seek an alternative investment strategy
for a substantial portion of its assets. Alternatively, the Directors may propose to wind up the Company. In
the event that an alternative investment strategy is sought, there can be no assurance that such strategy will
have similar risks or target rates of return as the Company’s investment in the Sark Fund and what impact
any delay in finding such alternative strategy may have on the value of the Shares. In addition, any
redemption of the Company’s shares in the Sark Fund may also involve a termination of the Investment
Manager’s role as investment manager of the Company.

Changes in law or regulations, or a failure to comply with any laws or regulations, may adversely affect the
Company’s business, investments and/or performance

The Company, the Sark Fund, the Sark Master Fund and the Investment Manager are each subject to laws
and regulations enacted by national and local governments. In particular, the Company is subject to and
will be required to comply with certain regulatory requirements that are applicable to listed closed-ended
investment companies which are domiciled in Guernsey. These include compliance with any decision of the
Guernsey Financial Services Commission and with certain Dutch legal requirements that are applicable to
collective investment schemes that are established outside of The Netherlands. In addition, the Company is
subject to the continuing obligations imposed by Euronext Amsterdam on all companies whose shares are
listed on the Eurolist by Euronext and the Sark Fund is subject to the applicable rules of the Irish Stock
Exchange.

Furthermore, the regulatory environment for hedge funds and the managers of hedge funds is evolving.

Any change in the laws and regulations affecting the Company or any change in the regulations affecting
hedge funds, funds of hedge funds or hedge fund managers generally may have a material effect on the
ability of the Company to carry on its business and pursue its investment strategies. In addition, the
regulatory or tax environment for derivative and related instruments is evolving and may be subject to
government or judicial action which may adversely affect the value of investments held by the Sark Master
Fund. Any such change may also adversely affect the value of investments held by the Company, the ability
of the Company to invest in assets with maximum liquidity and the ability of the Company to obtain the
leverage it might otherwise obtain. In such event, the investment returns of the Company may be
materially adversely affected.

For regulatory, tax and other purposes, the Company and the Shares may be treated differently in all
jurisdictions. For instance, in certain jurisdictions and for certain purposes, the Shares may be treated as
more akin to units in a collective investment scheme. Furthermore, in certain jurisdictions, the status of the
Company and/or the Shares may be uncertain or subject to change, or it may differ depending on the
availability of certain information or disclosures by the Company. The Company may be constrained, or
may find it unduly onerous, to disclose any or all such information or to prepare or disclose such
information in a form or manner which satisfies certain regulatory, tax or other relevant authorities.
Failure to disclose or make available information in the prescribed manner or format, or at all, may
adversely impact the Company and investors in those jurisdictions.
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Changes in taxation could adversely affect the ability of the Company to meet its investment objectives

Any change in the Company’s tax status, or in taxation legislation in either Guernsey, The Netherlands or
the Cayman Islands could affect the value of the investments held by the Company or the Company’s
ability to achieve its investment objectives or alter the post-tax returns to Shareholders. Statements in this
prospectus concerning the taxation of Shareholders are based upon current Guernsey, United States and
Netherlands tax law and practice, which law and practice are, in principle, subject to changes that could
adversely affect the ability of the Company to meet its investment objectives and/or which could adversely
affect the taxation of Shareholders.

If the Company or the investment funds in which it directly or indirectly invests become subject to tax on a
net income basis in any tax jurisdiction, including France or the United Kingdom, the Company’s financial
condition and prospects could be materially and adversely affected

The Company intends to conduct its affairs so that it will not be treated as resident for taxation purposes,
or as having a permanent establishment or otherwise being engaged in a trade or business, in any country
other than Guernsey. The Company therefore intends that it will not be subject to tax on a net income
basis in any country, including Guernsey, where it expects to qualify for an exemption from income tax
liability. There can be no assurance, however, that the net income of the Company will not become subject
to income tax in one or more countries, including France and the United Kingdom, as a result of
unanticipated activities performed by the Company, the Investment Manager or entities within the
Investment Manager’s group, adverse developments or changes in law, contrary conclusions by the relevant
tax authorities or other causes. The imposition of any such unanticipated net income taxes could materially
reduce the Company’s post-tax returns available for distributions on, and consequently the value of, the
Shares. The Sark Fund, the Sark Master Fund and any other investment funds in which the Company
directly or indirectly invests generally will be subject to similar risks.

If unanticipated withholding or excise taxes are imposed in respect of distributions or other payments on
the Company’s direct and indirect investments, the return on those investments could be materially and
adversely affected

As a general matter, the Company does not intend that withholding or excise tax will be imposed in respect
of distributions or payments made on its direct or indirect investments, including investments made
indirectly through other investment funds. Certain of those payments, however, may be subject to
withholding or excise tax. Moreover, there can be no assurance that no unanticipated withholding or excise
taxes will be imposed on those payments as a result of adverse developments or changes in any applicable
law, treaty or regulation, or the adverse application or administration thereof by the relevant tax
authorities, or other causes. The recipient of those payments may not be entitled to a gross-up in respect of
any such taxes. The imposition of any such unanticipated withholding or excise taxes could materially
reduce the value of the affected investments.

Shareholders may be adversely affected by currency movements

The Shares of the Company will be denominated in Euro. The shares of the Sark Fund are denominated in
Euro and US Dollar and the base currency of the Sark Fund is Euro. Certain of the assets of the Sark
Master Fund may, however, be invested in securities and other investments which are denominated in
currencies other than Euro or US Dollar. Accordingly, the value of such assets may be affected favourably
or unfavourably by fluctuations in currency exchange rates. The Investment Manager seeks to hedge the
exposure of the Sark Fund to currencies other than Euro. In addition, the Investment Manager seeks to
hedge the foreign currency exposure of the assets attributable to the Sark Fund’s US Dollar shares from
Euro into US Dollar. However, the Sark Fund is necessarily subject to foreign exchange risks as hedging
techniques may not be completely effective. In addition, prospective investors whose assets and liabilities
are predominantly in currencies other than Euro or US Dollar should take into account the risk of loss
arising from fluctuations in value between the Euro and the US Dollar and such other currencies.

Disclosure of the portfolio of the Company, the Sark Fund and the Sark Master Fund may be limited

The composition of the Company’s, the Sark Fund’s and the Sark Master Fund’s investment portfolio is
subject to confidentiality provisions with the investment manager of the Sark Fund and the Sark Master
Fund. The Company believes that disclosure of the composition of these investment portfolios could be
disadvantageous to the Company and its shareholders, for instance by increasing competition for limited
investment capacity in underlying strategies. Accordingly, as is common with certain hedge funds, the

16



Company intends only to disclose a general performance review, commentaries on and highlights of the
performance and of specific strategies, certain sensitivity measures regarding the Company’s investment
portfolio (referred to herein as “Greeks” and which are further explained in the section headed “Glossary
of Selected Terms”), stress test results and a summary of historical returns, all of which the Company
intends to publish on a monthly basis.

The Company is reliant upon the provision of services by third party service providers in order to carry on
its business and a failure by one or more service providers could materially disrupt the business of the
Company or impact detrimentally on its investment performance

The Company has no employees and the Directors have all been appointed on a non-executive basis. The
Company is therefore reliant upon the performance of third party service providers for its executive
function. In particular, the Investment Manager, Administrator and its delegate and Registrar will be
performing services which are integral to the operation of the Company. Failure by any service provider to
carry out its obligations to the Company in accordance with the terms of its appointment could have a
materially detrimental impact on the operation of the Company and could affect the ability of the
Company to meet its investment objectives. There can be no assurance that the termination of the
Company’s relationship with any third party service provider, and any delay in appointing a replacement
for such service provider, will not have an adverse effect on the Company’s performance.

In the event that the Confirmed Switching NAYV is less than 99.8 per cent. of the Interim Switching NAV as
calculated on the Closing Date, the opening Net Asset Value of the Company may be adversely affected

As described in the section headed “The Global Offering—Switching by investors in the Sark Fund” on
page 111 of this prospectus, the Company will allot Shares to certain existing investors in the Sark Fund
who wish to switch their investment in the Sark Fund to the Company on the basis of a net asset value of
the Sark Fund calculated as at the Closing Date (the “Interim Switching NAV”), subject to a discount of 20
basis points. Upon confirmation of the Interim Switching NAV (the “Confirmed Switching NAV”") (which
is expected to occur within seven to ten days of the date of the Interim Switching NAV), the Company shall
pay to switching investors an amount, in cash, equal to the amount (if any) by which the value of the Shares
allotted (at the Issue Price) is less than the Confirmed Switching NAV of the Sark Fund shares transferred.
However, in the event that the Confirmed Switching NAV is less than 99.8 per cent. of the Interim
Switching NAV as calculated on the Closing Date, no further payment will be made by switching investors
and there will be a consequent dilution of the Net Asset Value per Share corresponding to the amount by
which the Confirmed Switching NAYV is less than the Interim Switching NAV minus 20 basis points.

Risks relating to the investment strategy

Investments to be made by the Company other than in the Sark Fund have not yet been finalised, selected or
arranged and investors in the Global Offering are unable currently to ascertain the merits or risks of these
investments

The Company intends, over time, to invest a proportion of its assets in assets other than shares of the Sark
Fund. Since the Investment Manager has not yet selected these specific assets in which the Company will
invest, investors in the Global Offering have no basis to assess the possible merits or risks of such future
investments. The Company’s financial performance will depend to a significant extent upon the financial
performance of such assets and the Investment Manager’s ability to manage these investments. To the
extent the Company invests in assets other than Sark Fund shares, it may be affected by numerous risks
inherent in those investments. Some of the risks detailed below in relation to the Sark Master Fund may
also apply to such assets in addition to the Sark Master Fund and some of the risks inherent in such assets
may be unknown and outside the control of the Investment Manager. Although the Investment Manager
will endeavour to assess the risks inherent in any particular asset, it cannot, at this stage, provide full details
of such risks.

Short selling by the Sark Master Fund may subject it to uncapped losses

The Sark Master Fund may engage in a significant amount of short selling. Short selling, which involves
selling securities not currently owned (i.e. selling borrowed securities), necessarily involves certain
additional risks. These transactions expose the Sark Master Fund to the risk of uncapped losses until a
position can be closed out due to the lack of an upper limit on the price to which a security may rise. There
is the risk that the securities borrowed by the Sark Master Fund in connection with a short sale must be
returned to the securities lender on short notice. If a request for return of borrowed securities occurs at a
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time when other short sellers of the security are receiving similar requests, a “short squeeze” can occur,
and the Sark Master Fund may be compelled to replace borrowed securities previously sold short with
purchases on the open market at the most disadvantageous time, possibly at prices significantly in excess of
the proceeds received in originally selling the securities short.

The Company is at risk from the failure of the strategy followed by the Sark Master Fund

Immediately after the Admission, it is intended that all of the assets of the Company (net of any working
capital requirements) will be indirectly invested in the Sark Master Fund and on a going-forward basis a
substantial amount of the Company’s assets will be indirectly invested in the Sark Master Fund. The
performance of the Sark Master Fund, and thus the Company, is subject to strategy risk with respect to the
strategy employed at the Sark Master Fund. Strategy risk is associated with the failure or deterioration of
an entire strategy such that most or all investment managers employing that strategy suffer losses. Strategy-
specific losses may result from excessive concentration by multiple investment managers in the same
investment or general economic or other events that adversely affect particular strategies (e.g. the
disruption of historical pricing relationships). The strategies employed by the Sark Master Fund may be
speculative and involve substantial risk of loss in the event of such failure or deterioration.

Investments held by the Sark Master Fund and the Company (with respect to non-Sark Fund assets) may be
illiquid and an inability to realise investments in difficult market conditions may expose the Company to
additional losses

Investments held by the Company in assets other than Sark Fund shares and by the Sark Master Fund may
themselves be or become illiquid which may affect the ability of the Company or the Sark Master Fund, as
applicable, to exit such investments. Limitations on the realisation of investments may adversely impact the
returns made by the Company and/or the Sark Master Fund. Such illiquidity may result from various
factors, such as the nature of the instrument being traded, the nature and/or maturity of the market in
which it is being traded, the size of the position being traded, or because there is no established market for
the relevant securities. Even where there is an established market, the price and/or liquidity of instruments
in that market may be materially affected by a variety of factors. Securities and commodity exchanges
typically have the right to suspend or limit trading in any instrument traded on that exchange. It is also
possible that a governmental authority may suspend or restrict trading on an exchange or in particular
securities or other instruments traded. A suspension could render it difficult for the Company or the Sark
Master Fund to liquidate positions and thereby might expose the Company, directly or indirectly, to losses.

The market prices, if any, for such illiquid investments tend to be volatile and may not be readily
ascertainable and the Company or the Sark Master Fund, as applicable, may not be able to sell them when
it desires to do so or to realise what it perceives to be their fair value in the event of a sale. The size of the
relevant positions may magnify the effect of a decrease in market liquidity for such instruments. Changes
in overall market leverage, deleveraging as a consequence of a decision by the counterparties with which
the Company or the Sark Master Fund, as applicable, enters into repurchase/reverse repurchase
agreements or derivative transactions to reduce the level of leverage available, or the liquidation by other
market participants of the same or similar positions, may also adversely affect the Company’s and/or the
Sark Master Fund’s portfolio.

The sale of restricted and illiquid securities often requires more time and results in higher brokerage
charges or dealer discounts and other selling expenses than does the sale of securities eligible for trading
on national securities exchanges or in the over-the-counter markets. The Company or the Sark Master
Fund, as applicable, may not be able readily to dispose of such illiquid investments and, in some cases, may
be contractually prohibited from disposing of such investments for a specified period of time. Restricted
securities may sell at a price lower than similar securities that are not subject to restrictions on resale.

The use of leverage may increase the volatility of returns and increase the risk of loss to investors’ capital

The Company and the Sark Master Fund are capable of utilising substantial leverage in order to increase
their investment exposure with a view to achieving their target returns within certain volatility parameters.

While leverage presents opportunities for increasing total returns, it can also have the opposite effect of
increasing losses. If income and capital appreciation on investments made with borrowed funds are less
than the costs of the leverage, the net asset value of the Company and/or the Sark Master Fund will
decrease. The effect of the use of leverage is to increase the investment exposure, the result of which is
that, in a market that moves adversely, the possible resulting loss to investors’ capital would be greater than
if leverage were not used.
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Leverage may be generated through the use of options, futures, options on futures, swaps and other
synthetic or derivative financial instruments. Such financial instruments inherently contain much greater
leverage than a non-margined purchase of the underlying security, commodity or instrument. This is due to
the fact that, generally, only a very small portion (and in some cases none) of the value of the underlying
security, commodity or instrument is required to be paid in order to make such leveraged investments. As a
result of leverage employed by the Company and/or the Sark Master Fund, small changes in the value of
the underlying assets may cause a relatively large change in the value of the Company and/or the Sark
Master Fund, as applicable. Many such financial instruments are subject to variation or other interim
margin requirements, which may force premature liquidation of investment positions.

As of the date of this Prospectus, the Company has no leverage and the ability to borrow up to 100 per
cent. of its Net Asset Value at the time of borrowing. See “Business—Leverage” on page 44 for a
description of the Company’s and the Sark Master Fund’s leverage policies. Investors should consider
carefully the overall leverage profile and policies of the Company and the Sark Master Fund before making
an investment into the Shares of the Company.

The Company’s investments are subject to market risk

Market risk is risk associated with changes in market prices or rates. While the Sark Master Fund holds a
diversified portfolio of investments within its specified investment strategy, there are certain general
market conditions in which any investment strategy is unlikely to be profitable. The Investment Manager
has no ability to control or predict such market conditions. Although, with respect to market risk, the
Investment Manager’s investment approach is designed to achieve broad diversification on a global basis
across financial markets in an attempt to reduce the Company’s exposure to any single market, from time
to time, multiple markets could move together against the Company’s underlying investments and the
Company could suffer losses.

The performance of the Company’s investments depends to a great extent on the accuracy of the
Investment Manager’s assessments of the future course of market price movements. There can be no
assurance that the Investment Manager will be able to predict accurately these price movements. All
markets can be characterised by adverse volatility conditions and great unpredictability and the investment
strategies implemented by the Company and the Sark Master Fund always have some, or in certain cases a
significant degree of, market risk and can be negatively affected by movements in such market(s).

General economic and market conditions, such as currency and interest rate fluctuations, availability of
credit, inflation rates, economic uncertainty, changes in laws, trade barriers, currency exchange controls
and national and international conflicts or political circumstances, as well as natural circumstances, may
affect the price level, volatility and liquidity of securities and result in losses for the Company’s investments
in assets other than the Sark Fund as well as for the Sark Master Fund.

The Company may suffer loss as a result of the actions of the Investment Manager and its other service
providers

The Company will not have any employees and its Directors have all been appointed on a non-executive
basis. As a result, the Company’s performance is substantially dependant on its service providers’
performance and, particularly, the Investment Manager’s diligent performance of its duties under the
Management Agreement. In the event the Investment Manager or any other service provider commits
fraud, is negligent, intentionally or, particularly in the case of the Investment Manager, inadvertently
deviates from its investment strategy (including excessive concentration, directional investing outside of
pre-defined ranges or, in new markets, excessive leverage and risk-taking) or exercises poor judgment, the
Company may suffer losses and its performance may be adversely affected.

The Sark Master Fund is subject to limited supervision and legal conditions may lead to difficulty in
protecting and enforcing the rights of the Sark Fund and the Sark Master Fund

A substantial portion of the Company’s assets will be indirectly invested in the Sark Master Fund, which, as
a Cayman Islands entity, is established in a jurisdiction where limited supervision is exercised over the Sark
Master Fund by regulators. The protection offered by such supervision may be less efficient than if full
supervision was exercised by a regulator.

The Sark Fund and the Sark Master Fund may be subject to a number of unusual risks, including
inadequate investor protection, contradictory legislation, incomplete, unclear and changing laws, ignorance
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or breaches of regulations on the part of other market participants, lack of established or effective avenues
for legal redress, lack of standard practices and confidentiality customs characteristic of developed markets
and lack of enforcement of existing regulations. There can be no assurance that this difficulty in protecting
and enforcing rights will not have a material adverse effect on the Sark Fund or the Sark Master Fund and
their respective operations.

The Sark Master Fund may at certain times hold a few relatively large investments

The Sark Master Fund may at any point in time hold a few relatively large investments. As a result of such
a concentration of assets, any significant decline in one large asset, including by reason of default of the
relevant issuer, could result in significant losses for the Sark Master Fund and thus the Company.

The Sark Master Fund invests in “special situations” and/or “events”

The Sark Master Fund invests in companies involved in (or which are the target of) acquisition attempts or
tender offers or mergers or companies involved in work-outs, liquidations, spin-offs, reorganisations,
bankruptcies, share buybacks and other capital market transactions or “special situations”. There exists the
risk that the transaction in which such business enterprise is involved will be unsuccessful, take
considerable time, result in an outcome unexpected by the Investment Manager, result in a distribution of
cash or a new security the value of which will be less than the purchase price of the security or other
financial instrument in respect of which such distribution is received. Similarly, if an anticipated
transaction does not in fact occur, or takes more time than anticipated, the Sark Master Fund may be
required to sell its investment at a loss. As there may be uncertainty concerning the outcome of
transactions involving financially troubled companies, there is a potential risk of loss by the Sark Master
Fund of its entire investment in any such company in which it may invest.

In some special situation or events investments securities may be relatively illiquid, thereby making it
difficult to acquire or dispose of them at the prices quoted on the various exchanges. Accordingly, the Sark
Master Fund’s ability to respond to market movements may be impaired and consequently the Sark Master
Fund may experience adverse price movements upon liquidation of its investments which may in turn
affect the Company adversely. Settlement of transactions may be subject to delay and administrative
uncertainties.

Special situation or event investments may include securities of issuers in weak financial condition,
experiencing poor operating results, having substantial financial needs or negative net worth, facing special
competitive or product obsolescence problems, or that are involved in bankruptcy or reorganisation
proceedings. Investments of this type involve substantial financial and business risks that can result in
substantial or total losses. Among the challenges involved in investments in troubled issuers is the fact that
it frequently may be difficult to obtain information as to the condition of such issuers. The market prices of
such securities are also subject to abrupt and erratic market movements and above average price volatility,
and the spread between the bid and offer prices of such securities may be greater than normally expected.
Such securities are also more likely to be subject to trading restrictions or suspensions. It may take a
number of years for the market prices of such securities to reflect their intrinsic value. Some of the
portfolio securities held by the Sark Master Fund may not be widely traded, and the Sark Master Fund’s
position in such securities may be substantial in relation to the market for those securities.

The use of derivatives by the Sark Master Fund gives rise to a number of specific potential risks

The Sark Master Fund may, as part of its investment policies and/or for hedging purposes, utilise both
exchange-traded and over-the-counter derivatives, including, but not limited to, futures, forwards, swaps,
options and contracts for differences. These instruments can be highly volatile and expose investors to a
high risk of loss. The low initial margin deposits normally required to establish a position in such
instruments permit a high degree of leverage. As a result, depending on the type of instrument, a relatively
small movement in the price of a contract or the underlying securities may result in a profit or a loss which
is high in proportion to the amount of funds actually placed as initial margin and may result in further loss
exceeding any margin deposited. In addition, daily limits on price fluctuations and speculative position
limits on exchanges may prevent prompt liquidation of positions resulting in potentially greater losses.

Furthermore, the use of derivative instruments involves certain special risks, including: (i) dependence on
the Investment Manager’s ability to predict movements in the price of underlying securities and
movements in interest rates; (ii) when used for hedging purposes there may be an imperfect correlation
between the returns on the derivative instruments used for hedging and the returns on the investments or
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market sectors being hedged; (iii) the fact that the skills needed to use these instruments may be different
from those needed to select the Sark Master Fund’s other investments; and (iv) the possible impediments
to effective portfolio management or the ability to meet repurchase requests or other short-term
obligations attributable to the proportion of the Sark Master Fund’s assets segregated to cover its
obligations.

Certain derivative instruments are not traded on an exchange or subject to direct government regulation.
Rather, these instruments, which may be bilateral and customised as to terms, are traded through an
informal network of banks and other dealers, which have no obligation to make markets in these
instruments and, in light of the unregulated nature of the agreements evidencing the transactions, can
apply (and from time to time change) discretionary margin and credit requirements. Also, some
instruments traded off market may have fewer market makers, wider spreads between their quoted bid and
asked prices and lower trading volumes, resulting in comparatively greater price volatility and less liquidity
than the securities of companies that have larger market capitalisations and/or that are traded on major
stock, commodities, or options exchanges or the market in general. It may therefore be impossible to
liquidate an existing position, to assess the value of a position or to assess the exposure to risk. Contractual
asymmetries and inefficiencies can also increase risk, such as break clauses, whereby a counterparty can
terminate a transaction on the basis of a certain reduction in net asset value of the Sark Master Fund,
incorrect collateral calls or delays in collateral recovery. Derivative instruments also carry the risk of failure
to perform by the counterparty to the transaction. The Sark Master Fund may also sell covered and
uncovered options on securities and other assets. To the extent that such options are uncovered, the Sark
Master Fund could incur an unlimited loss. Since a substantial proportion of the assets of the Company are
invested, indirectly, in the Sark Master Fund, such an outcome could lead to a material, or total, loss of
asset value in the Company.

Trading in derivatives markets may be unregulated or subject to less regulation than in other markets.
Derivatives markets are, in general, relatively new markets and there are uncertainties as to how these
markets will perform during periods of unusual price volatility or instability, market liquidity or credit
distress. The Sark Master Fund could suffer substantial losses from its derivatives holdings in these or
other situations.

The Sark Master Fund’s investment in options subjects it to the risk of being required to purchase the
underlying securities on unfavourable terms in order to satisfy its obligations

The Sark Master Fund may buy and sell options on securities and stock indices, which may include call
options as well as put options. The writer of a covered call option assumes the risk of a decline in the
market price of the underlying security to a level below the purchase price of the underlying security, less
the premium received on the call option. The writer of a covered call option also gives up the opportunity
for gain on the underlying security above the exercise price of the call. The writer of a call option that is
not covered assumes the additional risk that it will be required to satisfy its obligation to the buyer of the
call option by making an open-market purchase of the underlying securities on unfavourable terms. The
buyer of a put or call option assumes the risk of losing the premium invested in the option.

The Sark Master Fund also may participate in, and there are risks associated with, the purchase and sale of
put options. The seller (writer) of a put option which is covered (e.g. the writer has a short position in the
underlying security) assumes the risk of an increase in the market price of the underlying security above
the sales price (in establishing the short position) of the underlying security plus the premium received,
and gives up the opportunity for gain on the underlying security below the exercise price of the option. If
the seller of the put option owns a put option covering an equivalent number of shares with an exercise
price equal to or greater than the exercise price of the put written, the position is “fully hedged” if the
option owned expires at the same time or later than the option written. The seller of an uncovered put
option assumes the risk of a decline in the market price of the underlying security below the exercise price
of the option. The buyer of a put option assumes the risk of losing its entire investment in the put option. If
the buyer of the put holds the underlying security, the loss on the put will be offset in whole or in part by
any gain on the underlying security.

The Sark Master Fund is subject to the risk of default of counterparties with respect to its investments in
forward foreign exchange contracts

The Sark Master Fund may enter into forward foreign exchange contracts. A forward foreign exchange
contract is a contractually binding obligation to purchase or sell a particular currency at a specified date in
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the future. Forward foreign exchange contracts are not uniform as to the quantity or time at which a
currency is to be delivered and are not traded on exchanges. Rather, they are individually negotiated
transactions. Forward foreign exchange contracts are effected through a trading system known as the
interbank market. It is not a market with a specific location but rather a network of participants
electronically linked. Documentation of transactions generally consists of an exchange of telex or facsimile
messages. There is no limitation as to daily price movements on this market and in exceptional
circumstances there have been periods during which certain banks have refused to quote prices for forward
foreign exchange contracts or have quoted prices with an unusually wide spread between the price at which
the bank is prepared to buy and that at which it is prepared to sell. Transactions in forward foreign
exchange contracts are not regulated by any regulatory authority nor are they guaranteed by an exchange
or clearing house. The Sark Master Fund will be subject to the risk of the inability or refusal of its
counterparties to perform with respect to such contracts. Any such default would eliminate any profit
potential and compel the Sark Master Fund to cover its commitments for resale or repurchase, if any, at
the then current market price. These events could result in significant losses.

The Sark Master Fund may trade financial futures, the prices of which can be highly volatile

The Sark Master Fund may trade financial futures. Futures prices can be highly volatile because of the low
margin deposits normally required in futures trading, and because a high degree of leverage is typical of a
futures trading account. As a result, a relatively small price movement in a futures contract may result in
substantial losses to the investor. In addition, commodity exchanges may limit fluctuations in commodity
futures contract prices during a single day and thus during a single trading day no trades may be executed
at prices beyond the “daily limit”. Once the price of a futures contract for a particular commodity has
increased or decreased by an amount equal to the daily limit, positions in the commodity can be neither
taken nor liquidated unless managers are willing to effect trades at or within the limit, which may hinder
the ability of the Sark Master Fund to trade.

The Sark Master Fund is subject to the risk of counterparty default in and the unenforceability of
off-exchange transactions

The Sark Master Fund may enter into off-exchange transactions, including spot, forward and option
contracts. The Sark Master Fund may also engage in swap transactions, consisting primarily of an exchange
of a fixed price for an average floating price of a set quantity of a particular security or commodity or fixed
income instrument over an agreed period of time and even purchase cash securities commodities if market
conditions are believed to be warranted. Off-exchange contracts are not regulated and such contracts are
not guaranteed by an exchange or clearing house. Consequently, trading in these contracts is subject to
more risks than future or options trading on regulated exchanges, including, but not limited to, the risk
that a counterparty will default on an obligation. The counterparties will typically not be required to post
collateral. Off-exchange transactions are also subject to legal risks, such as the legal incapacity of a
counterparty to enter into a particular contract or the declaration of a class of contracts as being illegal or
unenforceable.

Investments made by the Sark Master Fund will be sensitive to changes in interest rates and fluctuations in
interest rates may expose the Sark Master Fund and the Company to losses

The prices of investments which may be held by the Sark Master Fund tend to be sensitive to interest rate
fluctuations and unexpected fluctuations in interest rates could cause the corresponding prices of the long
and short portions of a position to move in directions which were not initially anticipated. In addition,
interest rate increases generally will increase the interest carrying costs to the Sark Master Fund of
borrowed securities and leveraged investments or the cost of leverage for the Company.

Furthermore, to the extent that interest rate assumptions underlie the hedging of a particular position,
fluctuations in interest rates could invalidate those underlying assumptions and expose the Sark Master
Fund and consequently the Company to losses.

The Sark Master Fund may invest in non-investment grade or unrated debt securities which are subject to
greater risk of loss of principal than higher rated securities

The Sark Master Fund may invest in high yield bonds and preferred securities, which are rated in the
non-investment grade categories by the various credit rating agencies (or in comparable non-rated
securities categories). Securities in the non-investment grade categories are subject to greater risk of loss of

22



principal and interest than higher rated securities and may be considered to be predominantly speculative
with respect to the issuer’s capacity to pay interest and repay principal. They may also be considered to be
subject to greater risk than securities with higher ratings in the case of deterioration of general economic
conditions. Because investors generally perceive that there are greater risks associated with
non-investment grade securities, the yields and prices of such securities may fluctuate more than those for
higher-rated securities. The market for non-investment grade securities may be smaller and less active than
that for higher-rated securities, which may adversely affect the prices at which these securities can be sold.

In addition, the Sark Master Fund may invest in debt securities which may be unrated by a recognised
credit rating agency which are subject to greater risk of loss of principal and interest than higher-rated debt
securities. The Sark Master Fund may invest in debt securities which rank behind other outstanding
securities and obligations of the issuer, all or a significant portion of which may be secured on substantially
all of that issuer’s assets. The Sark Master Fund may invest in debt securities which are not protected by
financial covenants or limitations on additional indebtedness. The Sark Master Fund may therefore be
subject to credit, liquidity and interest rate risks. In addition, evaluating credit risk for debt securities
involves uncertainty because credit rating agencies throughout the world have different standards, making
comparison across countries difficult. Also, the market for credit spreads is often inefficient and illiquid,
making it difficult to hedge such risk or to calculate accurately discounting spreads for valuing financial
instruments.

The Company, the Sark Fund and/or the Sark Master Fund may not be successful in its hedging strategies

The Investment Manager may utilise financial instruments such as forward contracts, options and interest
rate swaps, caps and floors to seek to hedge against declines in the values of its portfolio positions
(measured in terms of their base currencies) as a result of changes in currency exchange rates, certain
changes in the equity markets and market interest rates and other events. Hedging techniques involve risks
different than those of underlying investments. In particular, the variable degree of correlation between
price movements of instruments used for hedging and price movements in the position being hedged
creates the possibility that losses on the hedge may be greater than gains in the value of the applicable
entity’s positions. In addition, certain hedging instruments and markets may not be liquid in all
circumstances. As a result, in volatile markets, transactions in certain of these instruments may not be able
to be closed out without incurring losses substantially greater than the initial deposit. Although the
contemplated use of these instruments should tend to minimise the risk of loss due to a decline in the value
of the hedged position, at the same time they tend to limit any potential gain that might result from an
increase in the value of such position. The ability of the Investment Manager to hedge successfully will
depend on the Investment Manager’s ability to predict pertinent market movements, which cannot be
assured. There is also a risk that the Investment Manager may over-hedge or under-hedge a particular
exposure because it has incomplete information regarding the amount of such exposure to which the
applicable entity’s investments are subject. The Investment Manager is not required to hedge and there
can be no assurance that hedging transactions will be available or, even if undertaken, will be effective. In
addition, it is not possible to hedge fully or perfectly against currency fluctuations affecting the value of
securities denominated in non-US currencies because the value of those securities is likely to fluctuate as a
result of independent factors not related to currency fluctuations. Finally, the daily variation margin
deposit requirements applicable to futures contracts, should the Investment Manager choose to use them,
would create an ongoing greater potential financial risk than would options transactions, where the
exposure is limited to the cost of the initial premium and transaction costs paid.

It may not be possible for the Investment Manager to hedge against a change or event at attractive prices
or at a price sufficient to protect the assets of the Sark Master Fund from the decline in value of the
portfolio positions anticipated as a result of such change. In addition, it may not be possible to hedge
against certain risks at all. The Company, the Sark Fund and the Sark Master Fund are likely to take
substantial unhedged positions.

Risk models which are relied upon may prove inaccurate or inadequate

In several cases the assessment of risks assumed in portfolios or instruments of the Company, the Sark
Fund or the Sark Master Fund may rely on models provided by third parties, including catastrophe risk
modelling firms. The analyses performed through these models cannot be viewed as facts, projections, or
forecasts of future losses and cannot be relied upon as an indication of the future return on such
investments. In particular, the impacts predicted by such models may prove inaccurate or inadequate in
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certain unexpected or new situations and result in substantial losses for the Company, the Sark Fund or the
Sark Master Fund where the Investment Manager or its affiliates rely on such models.

Substantial redemptions by several investors or a significant investor in the Sark Fund may cause a
liquidation of investments at an undesirable rate

Substantial redemptions by several investors or a significant investor in the Sark Fund within a short period
of time could require the Sark Master Fund to liquidate securities positions more rapidly than would
otherwise be desirable, possibly reducing the value of the Sark Master Fund’s assets and/or disrupting the
Investment Managers’ investment approach. Reduction in the size of the Sark Master Fund could make it
more difficult to generate a positive return or to recoup losses due to, among other things, reductions in
the Sark Master Fund’s ability to take advantage of particular investment opportunities or decreases in the
ratio of its income to its expenses. Such a substantial redemption by several holders or a large holder, and
the potential disruptions caused by such redemptions, may adversely affect the value of the Company’s
interest in the Sark Fund. As of 31 August 2006, the three, five and ten largest investors in the Sark Fund
accounted for 29 per cent., 38 per cent. and 55 per cent. of total assets under management respectively,
such that the redemption of one or more of such largest investors’ shares in the Sark Fund could have the
adverse affects described above.

Performance fee arrangements may adversely influence investment management decisions

The Investment Manager receives compensation calculated by reference to the performance of the
investments of the Company and the Sark Master Fund. Such compensation arrangements may create an
incentive to make investments that are riskier or more speculative than would be the case if such
arrangements were not in effect. In addition, because performance-based compensation is calculated on a
basis that includes unrealised appreciation of the Company’s and the Sark Master Fund’s assets,
such performance-based compensation may be greater than if such compensation were based solely on
realised gains.

Higher portfolio turnover may result in significant transaction costs

The Sark Master Fund is not restricted in effecting transactions by any limitation with regard to its
respective portfolio turnover rates. It is possible that the portfolio turnover rate may be very high, which
will result in significant transaction costs for the Sark Master Fund, thereby reducing the investment
performance of the Sark Master Fund as well as that of the Company.

Prime brokers and custodians of the Sark Master Fund may hold legal and beneficial title to assets of the
Sark Master Fund which will subject the Sark Master Fund to risks of insolvency or fraud on the part of the
prime brokers and custodians

Under the arrangements between the Sark Master Fund and its prime brokers and custodians, the prime
brokers and custodians have rights to identify as collateral, to rehypothecate or to otherwise use for their
own purposes assets held by them for the Sark Master Fund from time to time. Legal and beneficial title to
such assets may therefore be transferred to the relevant prime broker and custodian. The Sark Master
Fund has only a contractual right to the return of assets equivalent to those of the relevant assets. The Sark
Master Fund ranks as one of the unsecured creditors of the relevant prime broker and custodian. In the
event of the insolvency of any of the Sark Master Fund’s prime brokers and custodians, the Sark Master
Fund might not be able to recover such equivalent assets in full or at all. The Sark Master Fund will be
subject to the risk of the inability of the prime broker to perform with respect to transactions, whether due
to insolvency, bankruptcy or other causes.

In addition, the nature of commercial arrangements made in the normal course of business between many
prime brokers and custodians means that in the case of any one prime broker or custodian defaulting on its
obligations to the Sark Master Fund, the effects of such a default may have consequential negative effects
on other prime brokers with whom the Sark Master Fund deals. The Sark Master Fund and, by extension,
the Company may, therefore, be exposed to systemic risk when the Sark Master Fund deals with prime
brokers and custodians whose creditworthiness may be interlinked.
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Investments by the Sark Master Fund may not be regulated by the rules of any stock exchange or investment
exchange and may be subject to the risk of the counterparty failing to perform its obligations

Investments made by the Sark Master Fund may not be regulated by the rules of any stock exchange or
investment exchange or other regulatory body or authority. The counterparties to such investments may
have no obligation to make markets in such investments and may have the ability to apply essentially
discretionary margin and credit requirements. Furthermore, the Sark Master Fund will be subject to the
risk of bankruptcy of, or the inability or refusal to perform with respect to such investments by, the
counterparties with which it deals.

Investments by the Sark Master Fund may be affected by changes to international agreements and
international laws and failures of authorities to enforce compliance with such laws

The Sark Master Fund may invest in markets that have been created to achieve specific policy objectives
and where the connection to policy development carries considerable risks. The value of the Sark Master
Fund could be adversely affected by abrogation of international agreements and national laws which have
created the market instruments in which the Sark Master Fund will be investing. Failure of the designated
national and international authorities to enforce compliance with the same laws and agreements, failure of
local, national and international organisation to carry out their duties prescribed to them under the
relevant agreements, revisions of these laws and agreements which dilute their effectiveness or conflicting
interpretation of provisions of the same laws and agreements may adversely affect the investment
performance of the Sark Master Fund.

The Sark Master Fund may also be adversely affected by events resulting from acts of terrorism,
international political developments, changes in government policies, taxation, restrictions on foreign
investment and currency repatriation, currency fluctuations and other developments in the laws and
regulations of the countries in which it has invested.

Certain income received or gains made by the Sark Fund and the Sark Master Fund may be subject to
irrecoverable tax

Certain income received by the Sark Fund and the Sark Master Fund may be subject to withholding tax,
and income or gains of the Sark Fund and the Sark Master Fund may also be subject to tax. Such tax may
not be recoverable.

The increasing size and maturity of hedge fund markets may reduce opportunities available for investment

The growth in the number of hedge funds and assets managed by such funds, together with the increase in
other market participants (such as the proprietary desks of investment banks) may reduce the
opportunities available for the Investment Manager to generate returns and/or reduce the quantum of
these returns. Similarly the opportunities available for the Company as a result of investing in non-Sark
Fund assets may be reduced. Historic opportunities for some or all hedge fund strategies may be eroded
over time whilst structural and/or cyclical factors may reduce opportunities for the Investment Manager
temporarily or permanently. Such growth may also adversely affect the ability of the Investment Manager
to retain and/or recruit employees.

Risks relating to an investment in the Shares
Shareholders have no right to have their Shares redeemed by the Company

The Company has been established as a listed closed-ended vehicle. Accordingly, Shareholders will have
no right to have their Shares redeemed or repurchased by the Company at any time, unlike investors who
have invested directly in the Sark Fund. While the Directors retain the right to effect repurchase of Shares
in the manner described in this prospectus, they are under no obligation to use such powers at any time
and Shareholders should not place any reliance on the willingness of the Directors so to act. Shareholders
wishing to realise their investment in the Company will therefore be required to dispose of their Shares
through Eurolist by Euronext or negotiated transactions with potential purchasers. Accordingly,
Shareholders’ ability to realise their investment at Net Asset Value or at all is in part dependent on the
existence of a market, and the extent of its liquidity, in the Shares.
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The existence of a liquid market in the Shares cannot be guaranteed

There can be no guarantee that a liquid market in the Shares will develop or that the Shares will trade at
prices close to their underlying Net Asset Value. Accordingly, Shareholders may be unable to realise their
investment at Net Asset Value or at all.

The Global Offering constitutes the initial public offering of the Shares and no public market for the
Shares currently exists. The Company has applied to list the Shares on Euronext Amsterdam, and expects
the Shares to be quoted on this exchange on or about 2 November 2006. Any delay in the commencement
of trading of the Shares on Euronext Amsterdam would make trading in the Shares more difficult for
shareholders.

In addition it is not possible to predict the extent to which an active market for the Shares will develop or
be sustained after the Shares are listed on Eurolist by Euronext. The number of Shares to be issued
pursuant to the Global Offering is not yet known, and there may be a limited number of holders of Shares.
Limited numbers and/or holders of Shares may mean that there is limited liquidity in such Shares which
may affect: (i) an investor’s ability to realise some or all of his investment; and/or (ii) the price at which
such investor can effect such realisation; and/or (iii) the price at which Shares trade in the secondary
market.

The Eurolist by Euronext trading market is less liquid than other major exchanges, which could affect the
price of the Shares

The principal trading market for the Shares is expected to be Eurolist by Euronext, which is less liquid than
major markets in the United States and certain other parts of Europe. Because Eurolist by Euronext is less
liquid than major markets in the United States and certain other parts of Europe, holders of Shares may
face difficulty when disposing of their Shares, especially in large blocks, and the risk described in the
previous risk factor with respect to the lack of an active and liquid trading market is higher than if the
Shares were traded on a major market in the United States or certain other parts of Europe. In addition, a
disproportionately large percentage of the market capitalisation and trading volume of Eurolist by
Euronext is represented by a smaller number of listed companies and conglomerates. Fluctuations in the
prices of these companies’ securities may have a significant effect on the market price for the securities of
other listed companies, including the price of the Shares.

The Shares in the Company may trade at a discount to Net Asset Value and Shareholders may be unable to
realise their investments on the market at Net Asset Value

The Shares may trade at a discount to Net Asset Value for a variety of reasons, including due to market
conditions, liquidity concerns or to the extent investors undervalue the management activities of the
Investment Manager. There can be no guarantee that attempts to mitigate any such discount will be
successful and the Directors accept no responsibility for any failure of any such strategy to effect a
reduction in any discount.

The Company is not subject to pre-emption rights and subsequent issues of shares may have a detrimental
effect on the Net Asset Value and market price of the Shares

Under the laws of Guernsey, to which the Company is subject, there are no rules restricting the ability of
the Directors to issue additional Shares on a non pre-emptive basis at any time. In the event that the
Directors were to issue further Shares in the future, this could have a detrimental effect on the Net Asset
Value of existing Shares as well as the Shares’ market price.

Shareholders in countries with currencies other than the Euro may have their investments adversely
affected by currency exchange rate fluctuations

The Shares will be quoted only in Euro, and any future payments of dividends on the Shares will be paid in
Euro. Since its inception, the Euro has fluctuated significantly in value against other major world
currencies, including the US Dollar. The US Dollar, the pound sterling or other currency equivalent of any
dividends paid on the Shares or received in connection with any sale of the Shares could be adversely
affected by the depreciation of the Euro against the US Dollar, the pound sterling or other currencies.
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US holders will be subject to significant transfer restrictions in this offering and in secondary transactions

The Shares have not been registered in the United States under the Securities Act or under any other
applicable securities law and are subject to restrictions on transfer contained in such laws. There are
additional restrictions on the resale of Shares by shareholders who are located in the United States or who
are “US Persons” (within the meaning of Regulation S of the Securities Act) and on the resale of Shares by
any Shareholders to any person who is located in the United States or is a US Person. These restrictions
will make it more difficult to resell the Shares in many instances and this could have an adverse impact on
the market value of the Shares. There can be no assurance that US Persons will be able to locate
acceptable purchasers or obtain the required certifications. Prospective investors should refer to “Selling
and Transfer Restrictions” beginning on page 98.

The ability to invest in Shares or to transfer any Shares may be limited by certain ERISA, US Internal
Revenue Code and other considerations

The Company intends to restrict the ownership and holding of the Shares so that none of the Company’s
assets will constitute “plan assets” of any Plan (as defined in “Certain ERISA Considerations” beginning
on page 108). The Company intends to impose such restrictions based on deemed representations in the
case of the Shares. If 25 per cent. or more of the value of any class of equity interests in the Company is
held by “benefit plan investors” (as defined in 29 C.ER. § 2510.3-101, as modified by Section 3(42) of
ERISA), the assets of the Company would be deemed to be “plan assets” for purposes of ERISA and
Section 4975 of the Code. For the purposes of making any determination under the 25 per cent. threshold,
the value of any Shares held by a person (other than a benefit plan investor) that has discretionary
authority or control with respect to the assets of the Company or that provides investment advice for a fee
(direct or indirect) with respect to such assets, or any affiliate of such a person, is disregarded. If the
Company’s assets were deemed to be “plan assets” of any Plan subject to Title I of ERISA or Section 4975
of the US Internal Revenue Code, pursuant to US Department of Labor regulation promulgated under
ERISA by the US Department of Labor and codified at 29 C.ER. Section 2510.3-101 (as modified by
Section 3(42) of ERISA), which is referred to as the “Plan Asset Regulation”, certain transactions that the
Company, the Investment Manager, the Sark Fund or the Sark Master Fund may enter into, or may have
entered into, in the ordinary course of business might constitute or result in non-exempt prohibited
transactions under Section 406 of ERISA or Section 4975 of the US Internal Revenue Code. US
governmental plans and certain church plans, while not subject to Title I of ERISA or Section 4975 of the
US Internal Revenue Code, may nevertheless be subject to state, local or other laws or regulations that
would have the same effect as the Plan Asset Regulation.

Each purchaser and subsequent transferee of Shares will be required to represent or warrant or will be
deemed to represent and warrant that it is not a “benefit plan investor” (as defined in 29 C.ER.
§ 2510.3-101, as modified by Section 3(42) of ERISA), or other employee benefit plan, subject to any
federal, state, local or other law or regulation that is substantially similar to the prohibited transaction
provisions in Section 406 of ERISA or Section 4975 of the Code. The Company’s Articles provide that any
purported acquisition or holding of Shares in contravention of the restriction described in such
representation will be void and have no force and effect. See “Selling and Transfer Restrictions” beginning
on page 98 and “Certain ERISA Considerations” beginning on page 108, f