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Exhibit.__ 007
wit:
Subject: Updated: 11am PST/2pm EST Cc w/Antonis Mistras, DuPont & David Leslie Rockwood CSR RPR
Whitehouse,ML (Peter, Ashok, Kevin O.) Dial-in; 866-837-2663 Passcode:
04495701#
Location: Master Calendar
Start: 1/7/2005 2:00 PM
End: 1/7/2005 3:00 PM

Show Time As:  Tentative

Recurrence: (none)

Meeting Status:  Not yet responded

Required Attendees: Peter Stamos; Chris Stamos; Maria Gagne; Scott Whitcher; Ashok Chachra;
Georgette Wong; Samantha Hojo

Resources: Master Calendar

When: Friday, January 07, 2005 2:00 PM-3:00 PM (GMT-05:00) Eastem Time (US & Canada).
Where: Master Calendar

P T T N

£

1/7 Attached are the docs that ML. has provided to DuPont -GP

Security Security
Fund Fiip Fund
Book Marketing
Presentation Supplement

(12-04).pdf  (09-04).pdf
(232 kB) (134 kB)

Dial-in: 1-866-637-2663

Passcode: 04495701 #

Background info: DuPont was invested in several hedge funds from 1997 to 1999 as
a way to leverage their in-house trading. They subsequently determined the
strategy to be ineffective and liquidated their holdings. However, DuPont is
cwrrently in the final stages of approval for a new mandate to invest in hedge

FoFs. Itis crucial to begin the process with them as soon as possible in order to best
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position Sterling Stamos for one of the two hedge FoFs investments DuPont will
make in 2005. Antonis Mistras is spearheading the hedge fund effort at DuPont and
will be on the call.

Thank you so much ...

Best Regards,

Scott

Scott Whitcher
swhitcher@ SteringStamos.com
hitp://www sterlingstamos.com

575 Fifth Avenue
New York, NY 10017

1212 485 4370 .

F 212 485 4371 o=

2400 Sand Hill Road

Menlo Park, CA 94025 o
T 650 233 €283

F 650 232 0202

This message 8 intended oniy for the use of the Addressee and may contain Information that Is PRIVILEGED and
CONFIRENTIAL. ¥f you are not the infended recipient, please telephone or emall the sender and delete this meesage and any
attachment from your system. if you are not the intended reciplent, you must not copy this message or attachment or disclose
the ccntents to any other perscn.

If you are not an intended recipient of this e-mail, please notify the sender, delete it and
do not read, act upon, print, disclose, copy, retain or redistribute it. Click here for
important additional terms relating to this e-mail.  http://iwww.ml.com/email_terms/
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From: Scoft Whitcher

Sent: Wednesday, January 05, 2005 11:17 AM

To: Heise, Ashley (IBK-NY); Wetterman, Terry (IBK-NY)

Cc: Sharma, Ajay (IBK-NY); Gillian Peoples; Georgette Wong; Kevin Okimoto
Subject: Conference Call With DuPont (Merrill)

Attachments: image001.gif
Ashley / Temry:

Can you please provide the following information in connection with our scheduled conference call this
Friday (Jan. 7) at 2 PM EST:

1)} Conferenca call dial-in number

2) Who will be on the call from the prospect and Menill

3) As much info about the prospect as possible — especially their hedge fund backéround / experience

Thank you so much ... s

Best Regards,

Scott

Scott Whitcher
swhitcher@ SteringStamos.com
http:/fwww.sterlingstamos.com

CONFIDENTIAL SSMT01238216
SSMSAA1238216



575 Fifth Avenue
New York, NY 10017
T 212 485 4370

F 212 485 4371

2400 Saryd Hill Road
Menlo Park, CA 94025
T 650 233 263

F 650 233 202

This message s intended only for the use of the Addressee and may conlain information thet is PRIVILEGED and CONFIDENTIAL.
if you are not the intended recipient, plsase felephone or email the sender and delete ihis mesasge and any altachment from your
system, If you are not the Intended reciplent, you must not copy this message or atlachiment or diecioae the contenis to any other
person,

12115 Will follow-up with the dial in number -GP -

L —

From: Heise, Ashiey (IBK-NY) [a_heise@ml.com]
Sent: Wednesday, December 15, 2004 8:18 AM
To: Gillian Peoples

Cc: Scott Whitcher

Subject: FW: Sterling Stamos: DuPont
Importance: High

Gillian,

Assuming no conflicts, please put this conference call with DuPont in Peter's calendar for 2:00pm EST
(11:00am PST). Additional color on the investor and why it is important to lock in a call now s attached
below, Please confirm that this is OK.

Thanks!
Ashley

Ashley W, Heise
Private Bquity Group
Merrill Lynch & Co.
{212) 449-5701 (phone)
{217) 4497969 (fax)
a_heise@ml.com

--—-Uriginal Message-—-—
From:  Whitehouse, David (IBK-NY)
Sent: Wednesday, December 15, 2004 11:14 AM
Te:  Spencer Potts (spencer_potis@ml.com); Ashley Winn Heise (a_heise@mi.com); David Barrett (david_barrett@ml.com);
David Whitehouse {david_whitehouse@@mi.com); Kevin Dunleavy (kevin_dunleavy@mi.com); Mike Ricciardi
{michael_ricciardi@ml.com); Sean Dulf (sean_duff@ml.com); Ajay Sharma (Sharma, Afay (IBK-NY})
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Subject: Sterling Stamos: DuPont

Team,

T just spoke with DuPont and arranged a conference call with Sterling Stamos for
2:00pm on Friday January 7. Ashley you had mentioned this would be a good time to
arrange a call as Peter will be in Menlo - coald you please confirm, and I need to send
Antonis Mistras the call-in number and flipbook for the cail.

While DuPont is in the final stage of approving internally a mandate to invest in hedge
funds, it is absolutely crucial we get to them as soon as possible in order to best position
ourselves for one of two HFoF investments they will make.

david

If you are not an intended recipient of this e-mail, please notify the sender, delete it and
do not read, act upon, print, disclose, copy, retain or redistribute it. Click here for
important additional terms relating to this e-mail.  http://www.ml.com/email_terms/
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. STERLING STAMOS
| Security Fund, L.P.

December 2004

(1 8teriingStamos
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This document does not constitute an offer to sell, or 2 solictation of an offer to buy the ited rship i described herein. No such

offer or aobohhon vnll be made ?not to the dd:vuy ofl deftnits oﬂ'enng md othet matenals relating to the matters herein. Before
to the P, P dvised to read carefully the offering memorandum, the kmited

pu\nenhlp sgreement and the n!nled subscaption d , and to It with Ihet tax, legal, and financial advisors.

This document does not purport to be lcte and is qambify mlls icety by refe to the more detuiled discussion ined in the p

offering memorandum and the actual text of the kmited g P p ag; t The G | Pariner has the ability in its -olc &xnhon to chlnge

the strategy described herem.

All pedi mnfe jon in this d is based on infonmation provided by underdying Portfolio Managers, and ol 2004 ioformation is based

on esti provided by !hc d L, Portfolic Mansgers. No rep or y is given as to the sccumcy or completencss of the

perfc fe d in this d

This d rded to you on a confidential basis solely to assist you in deciding whether or not to g d with a furth

of an i m Slctf Accordingly, this document may not be reprodiced in in whole or in part, and may not be delivered o any penon

without pror written mnsml of Steding Stamos.

£1SterlingStamos 1
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 Sterling Stamos
. Overview

K1 $terlingStamos ?

CONFIDENTIAL : SSMT01238221
SSMSAA1238221



Sterling Stamos
Overview - The Firm and its Philosophy

w The Sterling Partnership
— Sterling Equities — reat estate development and perncipal investments
— Sterding American Properties — real estate fands
— American Secudities Capital Parmers — private eqoity funds
— Sierling Sporte and Eswertainmens — New York Mets and Brookdyu Cyclones
— Sterling Stamos ~ integrated investment arm of the Sterting Pastmership

» The Sterling Stamos Partnership
~ Began as an fovestment parcership on behalf of the Koz, Wilpon, and Stamas farshics
— Now inchudes over 125 families and neadly 50 hedze fund masagers

w The Value of Partnership
— Trust-based reladonships built on transparency and conumunication
— Access: Closed ranagers, sourcing, duc diligence, xoacec perspectives
— Unigue network; a “ceflective inteligence”

wu Philosophy

— Treat invesrors us partners and ahsays put their interests fiest— -
- Ensure staying power in the sarker

— Protece capnial and seek cansistent, postiive returns (abssolste retuxo orientation)
- Follow the charge of our founders: “Do well by doing good”

04 SterlingStameos
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 Sterling Stamos Security Fund, L.P.
| Overview

£18terlingSiamos ‘
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Security Fund
Overview ~ Aftractive Asset Class / Attractive Structure

» Why The Hedge Fund Asset Class?
— Skilt-based performance (versus market hased)
— Operate in less efficient market spuce
— Unconsirained
- Opportiaigtic
— Leverage ’
— Tueerests aligued (Portfolic Manager is invested alovgside their Limited Partners)
— Relatively liquid (guarterly)
— Historically have gencrated alpha {investment value udd)

8 Why The Hedge Fund of Funds Structure?

Reduce fund level risk through diversification (low correlated sub-strategies)

Mitigate rivk of single hedge fund manager
— Leverage additional level of professional due diligence, portfoliv construction, and monitoting
— Access to hedge funds thac are closed to new investors
— Access to mukiple hedge funds st relatively low nvestmente minimam
= Comsolidated performance and tax reporting

[18teriingStames 5
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Security Fund
Overview — Aftractive Attributes of the Security Fund

w Highlights:
— Diversified; sulti-strategy, molti-manager
— Low correlation to eguity und fixed income markets
— Primarily “non-directional” ~ very litile unbedged equity or fixed income market exposure
— Tactical asset aliocation; active; opportunistic
— Nosn-dircenional strategies inclade relative valoe, cvent daven, and equity hedged

u Investment Objective:
— Preserve capital and enbance wealth by achieving long-term absolute retums
- Moderate absoluwe retaros of 8% ~ 10% annoally
— Muatntain low volarility of 2% ~ 4% anmzily

s Actual Investment Performance (10/01/02 — 11/30/04):
— Anoualized return of 8,5%
— Annualized standard deviation of 1.9%
— Anmmlized Sharpe xatio of 3.7 (msing o risk free mte of 1.5%)

# Alternative / Complement to Traditional Fixed income Investments
~ Hlistorical equity-like ceturns with less than fixed income-tike risk
— Opportunity 1w reduce overall investment portfolio risk withoune sacrificing retarn

£1 SteplingStamos .
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| Security Fund
Overview — Differentiating Characteristics of the Security Fund

m Unique Macro Economic Perspective
— Porer Stamos” involvement a8 an advisor to elite academie, political, and privaie institations

s Access fo Sterling Equities’ Experience and Unique Proprietary Sourcing
~ Sserling Stamos s able to leverage Sterling Eguities” 40 vears of alternative invesunent experience

Access to Closed Funds
— Fond currently invested in 14 closed fids with access to additional if desired

Alignment of GP and LP interests
— Sterling Stamos is committed to invesi alongside invesiment parteers (25% of total Fund assets)

Higher Level of Transparency
— Sserling Stanos is committed to providing anderlying Pordolio Manager infonmadon

Higher Level of Liquidity
— Quartesty liquidity after initial ane year foclazp

m No Preferential Terms
— Al limited parmess are subject to identiczt Fund rerms (fees, liquidiey)

1 SterlingStamos ;
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: Sterling Stamos Security Fund, L.P.
 Investment Performance

(2 8ierlingStamos 5
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Security Fund
Summary Statistics (10/01/02 - 11/30/04)

SUMMARY STATISTICS

Fund inception: October 2002}
Firm Assets Under Management: $855 Million
Fund Assets Under Management: $248 Million
Average Annualized Refurn; 8.5%
Standard Deviation: 1.9%
Sharpe Ratio: 372
Number of Managers: 35

Number of Positive Months: 23

Number of Negative Months: 3

Largest Drawdown: -0.44%

1 Octobec 2002 marks the official offeting date to outside investors.

2 Sharpe ratio is based on 1.5% risk five mie.

(1 8terlingStamos
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Security Fund
Comparison of Results (10/01/02 — 11/30/04)

Annual Retum Standard Dev Sharpe Ratio

Security Fund

1.9%

SECURITY FUND PERFORMANCE RETURN / RISK COMPARISON

§$1.200 - Securtty Fund
12%
$1.150 L 2
10% Nasdeq
Lehman Aggregate Fund ® uhmn:m s
$1,100 E oxi @ Bond index @
; o L 2 S&P 500
A < Menill Lynch Index
$1.050 g 3-Month T-B4l
. £ .
$1,000 Merrill Lyneh
3-Month T-8H 28
$950 + v v ¥ = 0% 2 y ¥ v
o Sep-02 Dec02 Mar-03 Jun03 Sepd3 Dec-03 Mar-04 Jun-04 Sep0d [ 9 % 0% 1% 2% 2% 0%
LOW RISK Standard Deviats P HIGH RISK

Sourca: Seding Siamos analysis.

(2 8terlingStamos o
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Security Fund
Monthly Performance (net of all fees and expenses)

Unaudited net retums

2002 2003 2004

August

L T T

Septembsr

November

December

Sousce: Sterfing Stamos smalysis.

1. October 2002 marks the offical offering date to outsida investos.
2 Based on estimale 1s of 12/10/04.

14
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Security Fund
Strategy Allocation (As Of November 2004)

»

Cesh
4%

Emerging Markets
1%

Equity Hedged
18%

Event Driven
14%

Market Neutral
63%

Source: Sterling Stamos analysis.

(1 SteplingStamos -
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Security Fund
Sub-Strategy Allocation (As Of November 2004)

{ Cash Market Neutral
1
Global < ®
lons Arbit
Emerging Markets Spons! T
1%
s LS Ml Convertible Arbiir:g’:
15%
Equlty Assel Backed Securities
Hedge § 5 'o° 25%
Fixed Income ArbRrage
L L/S Generalist
1%
Morigage Backed Securities
# Event 1%
8%
Statistical Arbitrage
Event 5%
< US Credit
Driven 3%
Multh-Strategy
\. Distreased Debt 12%
6%
Equity Market Neutral
2%

Source: Seding Stamos analysis.

Capital Structure Arbitrage
%

[ 8teriingStamos “
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 Sterling Stamos Security Fund, L.P.
 Investment Process
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Investment Process
Macro Economic Analysis

= }dentify key macro economic trends based upon:
— Fundanmsentals
— Technicals

— Liguidisy

n Datermine potential investment opportunities and risks among:
— Asset classes
— Geoghaphies

£4 SterlingStamos -
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Investment Process
Sector Analysis

m Determine directional portfolio concentrations to specific hedge fund

strategies based on;
= Macro econamic opporeeaity set
— Risk analysis

L1 8ierlingSiameos .
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Investment Process
Manager Sourcing

MANAGER

TSOURCKG

u leverage network and relationships of Sterling Stamos to:
= Identify emerging managers
— Obraia capacicy with “closed managers”

= Leverage relationships with investment banks, third-party marketers,
consultants, and research firms to identify Portfalio Managers

= Utilize industry-specific internal network, databases, newspapers, and
magazines to identify prospective Portfolio Managers

£ SteplingStamos o
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Investment Process
Due Diligence

u Obtain information on fund-specific strategy, monthly returns,
performance attribution, and references

s Analyze performance, liquidity, and correlations between proposed
Portfolio Manager and existing Portfolio Managers in portfolio

=& Conduct interviews and on-site visits to gain understanding of:
— Suategy (position level detail)
— Operavons (decision making rules, execution, aod xfrastmictore)

- - Risk management
- Back office infrastructore
— Other procedures (e.g., porifolio pricing)

(2 8terlingStamos "
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Investment Process
Portfolio & Risk Management

s Maintain portfolio exposure limits by:
-~ Sector

— Strategy
~ Portfolio Manager
— Factors {credit, asset class, style, ete.)

a Monitor each asset class and strategy associated with underiying Portfolio Managers
to determine market opportunities and key events

n Compare weekly NAVs from Portfolio Managers with performance of associated —
market/asset class

[1 8terlingStamos s
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Investment Process
Portfolio & Risk Management

PORTFOLIO

& RiS

RISK TOOLS ANALYSIS
® Mensi-Vastanoe optsuasiaon medel by striegy sed Fund Mans e utlloing
Portfolio Optimization hintod cul nsonihiy pesformunee date
w  Covadance/cotrelation anafysio by Fand Manager-to-Fund Manager, vo-
Time Serles Analysis swentogy, wed to-the-masket
®  Distribution Curve mepping G.e., Skewnnss and Xuridis)
#  Daawdown ssribution snd downside deviation frecovery asalysis
® Allocativn tkaye limits —a by strategy sod Fond Manager 2iven a 2-3 standacd
Portfolio Value-at-Risk deviation wdvesse move {wssaming neival searker conditions)
8 Prodabifity of loss deterasined Junugh historizaf simulstion as weil as
pararnetric methods such ias Moute Catlo simulazion
B Worst ease scenario 2ialyns developed throuzh sewaning the covariance
StressiScenario Testing seatnix and analyxm of hivarical sotuozs cnd &etor whservatons outlors
8 Quelitazive cxse sadies of bigh volatiliey petiods and adverse saoves ia key
asat ciasses {e.g.. Russian defaolt, WinkidCom) to Lisild “what if” seennsnio
e
8 Style dift and sxset afocation sealysis to Quantify Fund Manager's
Style Analysis g - o Y ’

satfoomance attribution 1 the staied siyategy 206 sennt class
w  Eaucter scasitivities and factor silt snxiysis to dutermine underlving dnvers of 2
specifie fund manager's porionnaaee at diffesent points

(2 SteplingStames
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Investment Process
Ongoing Monitoring

a Monthly / quarterly conference calls to discuss market conditions and
fund performance with each underlying Portfolio Manager

a Review portfolio to assess performance, risk, and allocation on:
— Weekly basis by Portiolio Team and Principals
— (uartexly basis by Stesling Stamos Invesunent Commitice

[18terlingStamos 21
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: Sterling Stamos Security Fund, L.P.
 Professionzis

£3 Steplingtiamos »
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Professionals
Senior Investment Team

INVESTMENT TITLE EXPERIENCE EDUCATION
PROFESRIONAL

Ashok Chachm Portfolio Manager McKinscy & Company Camegie Mellon University, BS
Pastner Morgan Stanley
Chasc Securibies

Sterhing Equities Brooklpn College, BS
Genernl Partner New York Mets and Brooklyn Cyclones CPA
Chairman of the Board, NS-LIJ
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Professionals
Investment Professionals

TNVESTMENT TITLE EXPERIGNCE EDUCATION
TROFESSIONAL

Rohit Kumar Associate Baolhant Software Sohitions, Inc. Indian Institute of Technology, BS
Alphasoft Services, Co. Xavier Institute of Management, MS
I Bank, Limited NYU, L 1 Stem School of Business, MBA
Emst & Young, Private Lunited

John Lee Associate Visa USA Stanford University, BA
Guru.com

Chades Schwab & Co.

Catherine Liu Anslyst Memll Lynch & Co. Nanjing Unsvernty, BS
Renmin University, MS
UCLA, Anderson School of Mansgement, MS

24
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Professionals
Other Investment Professionals

INVESTMENT TITLE EXPERIENCE EDUCATION
PROFESSIONAL

Spiro Stamos Chief Admunistrative Officer Stamos Associstes, Inc. (SAI) McGill University, BA

Genenal Partner Whitsker Cosporation
Adantic Richfield
Hughes Aircanft

Kevin Barcelona Chief Financisl Offices RK Consulting Seton Hall University, MS

Pastaer Dreyfus Corporation Hofstra University, BBA
. CPA

Scott Whitcher Investor Relations Citigroup San Francisco State University, MBA
Partner Robertson Stephens Califomnia State University Fullerton, BA
Collins Associates
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 Sterling Stamos Security Fund, L.P.
. Summary of Priricipal Terms

(1 SteriingStamos
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Security Fund
Summary of Principal Terms

Legal Structure:

Dosnestic 3e}(?) Lisnited Pannewhip

Invesator Eligibility:

Q;::dif::d Puarchasess

Minimum Investment:

US $5,000,000

Management Fee:

1% por atranm

Performance Fee:

5%

Threshold Rate: 5%

High Water Mark: Yex

Lock-up: 1 Year

Redemptions: Qusctetty

Notice Perlod: 9 days priov waten rotice

(1 SteplingStamos
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 Sterfing Stamos Security Fund, L.P.
| Underlying Portfoli> Manager Results
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Security Fund
Underlying Portfolio Manager Results (through 09/30/04)1

Asaet Backed

Fl Arb

MBS Arb

Statistical Arb

Equity MIN
%’WM

Source: Steding Siunos snalysis.

1 Since mcaption of esch Poctfolio Manager.
2 Sharpe mbio is besed on 5% risk free oate.
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Security Fund
Underlying Portfolio Manager Results Continued (through 09/30/04)1

Source: Stering Stamos analysis.

1. Since inception of esch Portfolio Manager
2 Sharpe ratio is based on 5% cisk free cate.

[ 8terlingStamos 3
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. Sterling Stamos Security Fund, L.P,
Sample Portfolio Manager Tracking Report

34
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Portfolio Manager Tracking Report
Sample Options Arbitrage Manager

- BAGHIAGE Bt ol X
wgeg e pracen - .
anLENT
eged d Rctindl crituries, Such o5 bel Trets el baar e e d e Pater Coptl, o IS 1B The
Ny WG Intadey W 60N S06 rTSes. ‘doycr w—w
195, a0d with the ke S of MR, Tioood, Hadiey & McCloy fom 179
-

m

Pund Sllus Clomnd Nigh Wales Mk No bxcardve Foe
Miriansn invesiment 2000 000 Radamplien I'mqpaancy Arrnatly Dec 31)
Foss 1mer RodomplonMalso Peried 43 Deny

R ] Raling 12m Mwarags h:7 .3
SETTETE——— Menidy Avetage Gt omatt 1.00%
Stewerd Devition Ion
- [T Averwgy Posltes Matum Moritly e e
= Average Negathe REt/n Wwrthly o80%
. t! & : !m -a m !
- Langest Recovery Pesed 1 S Negetive Morthe 1.
Avarege of 8 Larpest Drowdowns 0.84% % Pasliive Marths 7
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STERLING STAMOS

SECURITY FUND, L.P.
Marketing Supplement
October 2004
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Sterling Stamos Security Fund L.P.

Disclosure Statement

This document does not constitute an offer to sell, or a solicitation of an offer to buy the limited
partnership interests described herein. No such offer or solicitation will be made prior to the
delivery of a definitive offering memorandum and other materials relating to the matters
herein. Before making an investment decision with respect to the partnership, potential
investors are advised to read carefully the offering memorandum, the limited partnership
agreement and the related subscription documents, and to consult with their tax, legal and
financial advisors.

This document does not purport to be complete and is qualified in its entirety by reference to
the more detailed discussion contained in the confidential offering memorandum and the actual
text of the limited partnership agreement. The General Partner has the ability in its sole
discretion to change the strategy described herein.

All performance information in this document is based on information provided by underlying
Portfolio Managers, and all 2004 information is based on estimates provided by the underlying
Portfolio Managers. No representation or warranty is given as to the accuracy or completeness
of the performance information contained in this document.

This document is being provided to you on a confidential basis solely to assist you in deciding
whether or not to proceed with a further investigation of an investment in Sterling Stamos.
Accordingly, this document may not be reproduced in whole or in part, and may not be
delivered to any person without prior written consent of Sterling Stamos.
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Sterling Stamos Security Fund L.P.

Executive Summary

Sterling Stamos Security Fund L.P. (the “Fund”) has been formed by SP Associates, LLC
(“Sterling Stamos”) to preserve capital and enhance wealth by achieving long-term absolute
returns. The Fund seeks to accomplish its objective by allocating its assets among a select group
of hedge fund portfolio managers (“Portfolio Managers™), to create a portfolio of hedge funds,
or more commonly referred to as a hedge fund of funds. The underlying Portfolio Managers in
the Fund employ a broad range of primarily non-directional investment strategies, including
relative value, event driven, and equity long/short.

The Fund is supported by a strong investment team and an established infrastructure. The
Fund also benefits from the resources and unique perspectives provided by its association with
Sterling Equities, one of the most experienced alternative investment groups in the industry.
Sterling Stamos is 50% owned by the partners of Sterling Equities and 50% owned by the
partners of Sterling Stamos. Fund investors enjoy access to the experience of the partners of
both Sterling Equities and Sterling Stamos. None of the partners of Sterling Equities will be
compensated by thz Fund (outside of sha:ing in the ownership of the general partnership
interest). .

The Fund offers investors a unique combination of differentiating attributes:

e Depth of the Investment Team: In addition to having a deep investment team with
considerable experience in selecting Portfolio Managers, Fund investors will also benefit
from the unique perspective of its CEQ, Peter S. Stamos. Mr. Stamos has experience in the
private sector, the public sector, and academia. He has served as the Chief of Staff and
Chief Economist for a U.S. Senator and has earned awards for teaching excellence at
Harvard University.

o Track Record of Investment Performance: Since opening to investors in October 2002, the
Fund has generated strong risk-adjusted returns, and more importantly, has demonstrated

an ability to preserve capital during tumultuous market conditions. Through the period
ending September 2004, the Fund has generated an annualized net return of 8.2%, an
- annualized standard deviation of 1.8%, and an annualized Sharpe ratio of 3.7. The Fund____

targets investment returns, net of all fees and expenses, of between 8% and 10%, with low
annual volatility of between 2% and 4%.

e Access to the Investment Expertise and Experience of Sterling Equities: The Fund has
access to the business expertise of Sterling Equities. Sterling Equities was founded by the

Wilpon and Katz families, who are sophisticated investors with respect to hedge funds,
private equity, and real estate. In addition to providing a perspective that only experience
can generate, the networks of both the Wilpon and Katz families also provide the Fund with
proprietary sourcing and due diligence capabilities.

e Access to Top Performing, Closed Hedge Funds: The Wilpon and Katz families have been

active hedge fund investors for 20 years and Sterling Stamos is able to leverage their deep
relationships to access select investment opportunities that may otherwise be closed to the
investment community.
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e Alignment of GP and LP Interests: As of September 2004, approximately 20% of the key
principals’ liquid net worth is invested in the Fund. In addition, Sterling Stamos is
committed to maintaining an interest in the Fund such that its investment is approximately
25% of total Fund assets.

e Diversification Across Sub-Strategies: As of September 2004, no more than 30% of the
Fund’s capital is allocated to any single sub-strategy. The risk-mitigating benefits of
diversification are evident in the Fund, as the underlying sub-strategies have low
correlations to each other, Sterling Stamos continually reviews its Fund asset allocation to
determine the optimal portfolio mix for the current investment environment.

» Higher Level Of Transparency: Many hedge fund of funds are resistant to disclosing the
names of the underlying Portfolio Managers in their fund. Sterling Stamos is committed to
providing as much information to its investment partners as practicable, inciuding the
names and the strategies of its underlying Portfolio Managers.

e No Preferential Terms: All limited partners are subject to exactly the same Fund terms (i.e.
fees and liquidity).
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Fund Performance

The Fund has genetated consistent investment returns in tumultuous market conditions. Since
opening to outside investors in October 2002, the Fund has generated strong risk-adjusted
returns, and more importantly, has demonstrated the ability to preserve capital. Through
September 2004, the Fund has generated an annualized net return of 8.2%, an annualized
standard deviation of 1.8%, and an annualized Sharpe ratio of 3.7. The Fund targets investment
returns, net of all fees and expenses, of between 8% and 10% with low annual volatility of
between 2% and 4%.

The Fund has been structured primarily to generate moderate absolute returns, regardless of
equity and fixed income market conditions. Many investors view the Fund as an alternative, or
complement, to fixed income exposure. Given that the Fund has been constructed to be
absolute return oriented, it may be true that no ideal “benchmark” exists. However, for
comparison purposes, it is useful to show relevant comparative indices or proxies when
evaluating performance. The chart below shows how the Fund has performed versus the
Lehman Brothers Aggregate Bond Index and ide Merrill Lynch 3-Month Treasury Bill Index
since it opened to outside investors in October 2002. The chart on the following page illustrates
the current composition of the Fund by Portfolio Manager and the relevant performance metrics
of each underlying Portfolio Manager.
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Nofes:
- Chart constructed using actual net performance figures for the period October 2002 - September 2004
- Sterling Stamos Security Fund performance is net of all fees and expenses

CONFIDENTIAL SSMT01238257
SSMSAA1238257



Sterling Stamos Security Fund L.P.

Fund Composition ~
Portfolio Manager Description & Investment Performance

T

Manaéer
i Coﬁverﬂble Arb‘&"—hid-anager A—‘ Open 1988 1,3@ . 10.6% . - 5.5% 1.0
| Gomvertible Ab | Manager 8 Closed 1992 1800 20.4% 41% 38
AsselBacked | Manager A Clsed | 196 300 11.8% 24% 28 |
Asset Backed Manager B Limited 1997 350 13.2% 1.9% 43
AssetBacked | ManagerC |  Open 2001 w00 | 158% 44% 2 ]
Asset Backed Manager D Open » 2004 ‘ o 200 1 n/a 1 na na
" hsselBacked | ManagerE |  Closed Ca002 | 1200 137% 0.9% o7 |
t Fixed Income Ao | Marager A Closed 1999 w00 |} 162% 35% az
Fixed Income Arb Manager B Open 2001 500 8.4% 2.0% 1.7
_'-Fixed Income Arb Manager C Open 1999 58 12.2% 2.2% 33
MBS Arb Manager A Open 1998 1,000 104% 9.5% 06
Statistical Arb Manager A Closed 2001 4,600 17.3% 69% 18
Multi-Strategy Manager A Open 1993 1,500 9.7% 2.8% 1.7
Multi-Strategy Manager B Open 1994 3,200 17.5% 6.7% 19
Mufti-Strategy Manager C Closed 2003 350 4.0% 3.4% 0.3
Multi-Strategy Managet D Closed 1990 9,800 15.8% 3.9% 28
Equity WN Manager A Open 1997 300 17.7% 11.4% 1.1
Cap Struct Arb Manager A Limited 2002 500 22.6% 81% 22

Bty

Distressed Manager A Limited 1933 500 9.9% 54% 0.9

-—Distress: . Manager B -Clmed o 1999 4,000 1 125% i 45% 17 ]
_&;Rs;d Ml ManagerCA (. Open 1999 ) 142 - 15.8% _6.7% 1.6
’—DTstresse(; H—;dana_g;E- | Ope;’\_' 2004 20 7 10.4% » na 1 _nla
. TISCred‘t w= ”I:n;gnr A | VCI;;ed_ s e 2002 600 ) 19.0% 7.2% 1 9
hegerwn | wgern | opn | v | we | e | a | oo |
Event Manager A Open 2000 120 19.9% 9.8% 15
— -_E;vent ] Manager 8 -:—ﬁbpe.n . 2001 _650 19.;% 6.8% - 22 v
| Evet | Managerc Glosed 1988 6,200 2% | 5% T

LS Generalist

L/S Vaiue Manager A
L/S Mutti Manager A 22
L/S Mutti Manager B 20

LIS Mutti Manager C

Manager A

Note:
1. Since each individual Portfolio Manager's inception date through September 2004; Sharpe Ratio is based on 5.0% risk free rate.
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Portfolio Enhancement Opportunity

Integrating an absolute return oriented hedge fund of funds into an existing portfolio of fixed
income and equity can greatly reduce risk without sacrificing return. The goal of absolute
return investing is to consistently generate positive returns regardless of which direction the
fixed income and equity markets move. The impact of stable returns and low correlation is a
powerful result, particularly when considered in the context of an overall investment portfolio.
Stable investment returns are appealing to investors in any market environment, but are
especially appealing now, considering the volatile markets of late.

The chart below illustrates how the return/risk profile of a traditional fixed income and equity
portfolio can be enhanced when hedge fund of funds are introduced into the portfolio mix:
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Notes:

- Traditional asset mix is a blend of U.S. equities (S&P 500 Index) and US. fixed income (Lehman Brothers Aggregate Bond Index)
- Hedge fund of funds asset mix is represented by the HFRI Fund of Funds Composite Index
- Chart canstructed using actual historical performance for the period January 1990 - September 2004
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The Fund’s structure, a hedge fund of funds, is an attractive approach for accessing hedge
funds:

» Lower Risk: A portfolio, or basket, of hedge funds mitigates the risk of a single hedge fund
manager. A thoughtfully constructed portfolio of hedge funds allocated across low
correlated sub-strategies may lower risk even further.

» [Efficient Access: Investment via a fund of funds structure is a more efficient means to
accessing the hedge fund space. Replicating a properly structured portfolio of hedge funds
would require large pools of capital and significant resources.

o Professional Oversight: Through a hedge fund of funds structure, investors are able to
leverage an additional level of professional sourcing, due diligence, selection, portfolio
construction, and ongoing monitoring.

T e Access To Closed Hedge Funds: A fund of funds structure is a means to obtaining
exposure to selected hedge funds that may otherwise not be available to investors.

o Consolidated Reporting: A hedge fund of funds structure provides consolidated
performance and reporting.
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Sterling Stamos Senior Investment Team

The investment team is lead by the firm’s CEO, Peter Stamos, and is supported by an
experienced team of professionals. The investment team includes three portfolio managers, five
research analysts, and two portfolio advisors, all sharing the responsibility of sourcing, due
diligence, selection, and monitoring of the Portfolio Managers. Shown below are the names and
backgrounds of the primary portfolio decision makers for Sterling Stamos:

Peter S. Stamos: Mr. Stamos is the Chief Executive Officer of Sterling Stamos and is ultimately

responsible for all investment decisions.

e Mr. Stamos was the Chief Executive Officer of Stamos Associates, Inc. (SAI), a healthcare
and technology company that was acquired by Perot Systems, Inc., where he headed the
merger and acquisition practice. :

o Prior to the founding of SAI, Mr. Stamos was the Chief of Staff and Chief Economist for a
U.S. Senator.

» Prior to working in the public sector, Mr. Stamos was a Principal with Booz Allen &

i ‘Hamilton, a Senior Management Consultant with ivicKinsey & Conipany, and the Managing
Partner of the Doblin Group.

e Mr. Stamos taught economics at Harvard University —where he received. the Allen Young
Award for Teaching Excellence—and at Stanford University, where he been a guest lecturer
at the Graduate School of Business.

e Mr. Stamos serves on several boards and advisory boards, including the Board of Stanford
University Hospitals and Clinics, where he is a member of the Finance and Audit
Committees and is Chairman of the Investment Committee.

e Mr. Stamos earned a BA in economics and political science from Stanford University, where
he was a Truman Scholar, received the Sterling Award, and graduated Phi Beta Kappa with
Honors and Distinction. Mr. Stamos received a JD from Harvard Law School with Honors
and a doctorate from Oxford University, where he was a Rhodes Scholar.

Aghok Chachra: Mr. Chachra is the Senior Portfolio Manager for Sterling Stamos and is
responsible for portfolio manager sourcing, due diligence, selection, portfolio construction, risk
management, and on-going portfolio monitoring.

— — -a  Prior-to joining Sterling Stamos, he .was a Senior Business Analyst with McKinsey & —__

Company, focusing on assignments in the Financial Services and Healthcare industry
sectors.

e Mr. Chachra worked in the high yield loan origination group at Chase Securities as well as
in an analyst role at Morgan Stanley.

e Mr. Chachra earned a BS in Business Administration with University Honors from Carnegie
Mellon University.

Ellen Horing: Ms. Horing is a Portfolio Manager for Sterling Stamos. She is also a principal of

ETH Corp/Highgate Partners, a small hedge fund of funds, which invests in Portfolio

Managers that employ various investment strategies.

* Ms. Horing served as Vice President and as Director of Research for Gabelli & Co., a money
management and brokerage firm. She also served as an Equity Research Analyst at Weiss,
Peck & Greer and was an Equity Block Trader at Merrill Lynch.
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e Ms. Horing earned a BA in Economics from the University of Colorado and earned an MBA
in Finance and Accounting from Columbia Business School.

Saul B, Katz: Mr. Katz is a General Partner of Sterling Stamos and is actively involved in the

investment decisions as well as the management of Sterling Stamos.

e Mr. Katz is a Co-Founder and President of Sterling Equities. Mr. Katz directs Sterling
Equities” day-to-day real estate operations. Mr. Katz also presides over Sterling Equities’
non-real estate affiliates and subsidiary companies, which range from financial institutions
to manufacturing, consulting, marketing, entertainment and retailing enterprises.

Mr. Katz is President of the New York Mets and the Brooklyn Cyclones.

e Mr. Katz serves on the Boards of many nonprofit organizations and institutions in addition
to being Honorary Chairman of the Board of the North Shore Long Island Jewish Health
System.

e Mr. Katz is a Certified Public Accountant with a BS in Accounting, which he earned from
Brooklyn College.

+  David M. Katz: Mr. Katz is a General Partner of Sterling Stamos and is actively involved in the
investment decisions as well as the management of Sterling Stamos.

e Mr. Katz joined Sterling Equities in 1987, where he now serves as Executive Vice President.
Mr. Katz's real estate experience includes the development of commercial and residential
properties, condominium conversions, and the evaluation of acquisition opportunities.

e Mr. Katz also presides over Sterling Equities’ non-real estate affiliate company Changing
World Technologies (CWT), where he is a Board member. CWT is a bio/energy company
using the thermo-depolymerization process. Mr. Katz also sits on the Board of Renewable
Environmental Solutions, a partnership of CWT and ConAgra foods that is focused on
deploying the TDP in the agricultural market.

» Mr. Katz is a Board member of the New York Mets.

s Mr. Katz also sits on the Board of various philanthropic organizations. He graduated from
Hofstra University where he earned his BA.
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Investment Process

Identification and Evaluation of Portfolio Managers
The Fund has combined strict guidelines, discipline, and a consistent approach in its evaluation
of prospective Portfolio Managers. The process begins with a forward-looking approach to

allocate assets across hedge fund strategies, as depicted below, beginning with an overall
macroeconomic and sector analysis:

Macro Risk/ .
Beonomic ) SV Sounciag ) Ditigence ) Forfole  Dyhol
Analysis y 8 5 anagement 8

' -

Macro Economic and Sector Analysis

Sterling Stamos CEO Peter Stamos, an economist by background, serves in various board and
advisory roles to elite academic, political, and philanthropic institutions in connection with
investment and economic policy. It is within these board and advisory forums that Mr. Stamos
is able to engage in dialogue with many of the most progressive and influential thinkers of our
time regarding global economic dynamics.

Integrating the insights of Mr. Stamos, the investment team seeks to identify key macro
economic trends based upon fundamentals, technicals, and liquidity. These results are the
foundation in determining the potential investment opportunities and risks among investment
asset classes and geographies.

The macro policy is a key input to the sector analysis. The investment team determines the
directional portfolio concentrations to specific hedge fund strategies based on the macro
economic opportunity set and various risk analyses.

A macro economic/market sector view is established and integrated into the construction of the
Sterling Stamos portfolios. The investment team’s macro economic/sector view continuously
evolves,

Sourcing and Investment Criteria

Prospective Portfolio Managers are identified and sourced through multiple channels,
including, but not limited to, internal contacts, industry contacts, strategic contacts, industry
events, and commercial databases. The investment team leverages its unique network of hedge
fund managers and contacts in order to gain capacity and achieve desired portfolio
construction.
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Transparency of the underlying Portfolio Managers is critical, particularly because Sterling
Stamos generally provides a high degree of transparency to its investment partners. Position
level details of Portfolio Managers, as well as performance and risk metrics, must be accessible
to the investment team on a periodic basis (weekly or monthly).

Prospective Portfolio Managers are analyzed both on a quantitative and qualitative basis. A
sample of the evaluation criteria are listed below:

e Quantitative Analysis: The investment team filters the broad universe of hedge fund
managers to identify “best in class” Portfolio Managers by evaluating quantitative factors
such as:

- Historical performance statistics

- Performance attribution

- Portfolio exposure

- Volatility analysis

- Leverage impact

- Diversification

~ Correlation with various market and portfolio factors

¢ Qualitative Analysis: The investment team also evaluates several qualitative factors. For
each Portfolio Manager allocation, the investment team must first establish an
understanding of the Portfolio Manager and his or her strategy, team, and approach.
Through multiple face-to-face meetings, the investment team seeks to analyze various
aspects of the Portfolio Manager’s business including:
- Quality, reputation, and consistency of the management team
- Demonstrated superior investment skills
- Operational capabilities and stability
- Decision-making processes
- Transparency and openness
- Clearly articulated and repeatable investment strategy
- Consistency of past returns and assets under management
- Amount of personal investment
- Other intangible considerations

The investment team’s objective is to construct a “basket” of Portfolio Managers, a hedge fund
of funds, which collectively implements a wide range of diverse strategies, markets, and asset
classes in order to mitigate the exposure to any one strategy, market, or asset class. The
investment team carefully considers the impact of an allocation to a new Portfolio Manager on
the risk/ return characteristics of the overall portfolio.

Due Diligence and Monitoring
The investment team actively employs rigorous up-front due diligence on prospective Portfolio

Managers and applies the same rigor to the ongoing monitoring of Portfolio Managers already
in the Fund. A sample of the due diligence process is described below:
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e Data Gathering/ Analysis: Prior to an initial meeting with a prospective fund manager, the
due diligence process starts by gathering information on the fund-specific strategy,
including monthly returns, performance attribution, legal documents, audited financials,
proof of experience, and references for each manager. Performance, liquidity, and
correlations between prospective Portfolio Managers and existing Portfolio Managers in the
Fund are analyzed to identify whether or not to conduct follow-up interviews.

» Interviews: Phone interviews and on-site visits are used to gain an understanding of
investment idea generation, philosophy of investing, investment strategy outlook, portfolio
construction, differentiating factors from peer group, position-level data, decision-making
rules, execution process of trades, quality of team members, portfolio pricing, and risk
management procedures.

* Operational / Buginess Considerations: Significant emphasis is placed on operational due
diligence, which includes infrastructure quality, risk management protocol, compensation
structure, management size for assets under management, portfolio liquidity, reference
checks, prime brokerage relationships, and access to cred t.

» Monitoring Considerations: The asset class and strategy associated with the underlying
Portfolio Manager is monitored on an on-going basis to determine market opportunities and
key events. Monthly or bi-monthly performance is compared with the performance of the
associated market/asset class to monitor Portfolio Manager performance against the
opportunity set. Regression analysis, style drift analysis, and value-at-risk analysis are
performed at both the Fund level and the Portfolio Manager level. The investment team
will withdraw the Fund’s capital from a Portfolio Manager that it believes has deviated from
its stated investment strategy, or that consistently underperforms versus its peers.

Risk Management

Sterling Stamos uses a broad set of risk management tools as part of its on-going portfolio
monitoring. A sample of the quantitative elements of risk management utilized by the
investment team are described below:

e Portfolio Optimization: A modified mean-variance optimization framework by strategy
and Portfolio Manager utilizing historical monthly performance data.

o Time Series Analysis: Covariance and correlation analysis is performed to compare the
returns of a Portfolio Manager to its peer group, Portfolio Manager to strategy, and Portfolio
Manager to the overall market. A distribution curve is created to measure skewness and
kurtosis of the performance return stream (a non-normal distribution). Finally, drawdown
attribution and downside deviation/recovery analysis is performed to determine the
Portfolio Manager’s ability to recover from losses.

e Porifolio Value-at-Rigk: Allocation range limits are set by sub-strategy and Portfolio
Manager. These limits are designed to provide a two to three standard deviation adverse
move cushion, assuming normal market conditions. Loss probabilities are determined
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through historical simulation as well as parametric methods such as Monte Carlo
simulation.

e Stress / Scenario Testing: Worst case scenario analysis is developed through straining the
covariance matrix, as well as through analysis of historical returns and factor observation
outliers. Qualitative case studies of high volatility periods and adverse moves in key asset
classes (e.g., Russian default, WorldCom) are reviewed to build “what if” scenario testing
capabilities.

e Style Analysis: Style drift and asset allocation analyses help quantify the Portfolio
Manager’s performance attribution to the stated strategy and asset class. Factor sensitivities
and factor tilt analysis is performed to determine underlying drivers of a specific fund
manager’s performance at different points in time.

Investment Decision

r . o
The investment team develops the strategy, sub-strategy, Portfolio Manager, and porttolio
construction recommendations. Investment decisions are made via entire investment team
consensus, with Peter Stamos having final decision-making authority. An investment
committee meets quarterly to discuss the market environment and Fund allocations.

15

CONFIDENTIAL SSMT01238266
SSMSAA1238266



	Exhibit 40
	Exhibit 40 TRUSTEE_0308

