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From: Novick, Steven (IBK EMEA) [Steven_Novick@ml.com]

Sent: Thursday, December 08. 2005 2:33:24 PM

To: - S Do

Subject: Sterding Stames Due Diligence

Attachments: 1.2 Due Dilgence Questionnalire.doc; Steriing Stamos Due Biligerice Package.zip;

Investment Universe Page 10-10-05 - Sterling Stamos.pdf; Sterling Stamos
Performance Estimates - November 2005.pdf; Investment Team Firm Bios 12 08, doc

Adam,
Thanks again for making the time to talk with Peter this morning.

As promised on this momings call, attached is the following due diligence information on Stering Stamos:

1. Due Diligence Questionnaire
- <<1.2 Due Diligence Questionnaire.doc>>

2. Due Diligence Pack

<<8teiling Stamos Due Diligence Package z:p>>

3. List of Sterling Stamos Funds

<<lnvestment Universe Page 10-10-05 - Sterling Stamas, pdf=>

4, Capacity on each open Sterding Stamos-Fund -

- Sacurily Offshore ($300-500 milliofn over the coming yesr)

- Security Select Offshore ($100-$200 million over the coming year)

- Growth and Acceleration (ess than $50 millffar}

- Private Equity will close on April 1st {about $10-$20 million in capacity left} .
- Real Assets (Real Eslate, Nafural Resources, and Operating Assets) has about $150 militon in capacity
remaimng {to close on September 1, 2006).

5. Most Recent Performance Estimates {for November}
<<Sterling Stamos Performance Estimates - November 2005.pdi>>
6. Bios of each of the investment professionals
<<investment Team Firm Bios 12 08.doc>>

If you or Gavin have any questions, please feel free to call me (including on Saturday and Sunday when |
will also be in the office).

Regards,

Steve

Steven Novick

Merrill Lynch Private Equity Group
2 King Edward Street

London EC1A 1HQ

Phone +44 20 7996 23%1

Mobile +44 7740 840 651

Fax +44 20 7985 2768
steven_novick@ml.com
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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:/fAwww. ml.com/email_terms/
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Due Diligence Guide

Sterling Stamos Security Fund, L.P,

Name and address of the Firm, Sterling Stamos
575 Fifth Avenue, 40 Flcor
New York, NY 10017
Tel: (212) 485-4370
Fax: (212) 485-4371
Coniact: Scott Whitcher, Investor Relations
2. i What year was the firm foundad? The fimn was founded in July 2002 and officially opened
to outside investors in October 2002.
3. | Who are the key principals, their year of Nasme Year Responsibilities
affiliation, and responsibilities? . .
Peter S. Stamos 2002 General Partuer,
Chairman & CEO
Ashok Chachra 2002 Pariner,
Senior Portfolio Manager
Ellen Horing 2002 _ DParmer,
Portfolio Manager
Saul B. Katz 2002  General Pariner,
Portfolio & Business Advisor
David Katz 2002 " General Partner,
Portfolio & Business Advisor
4. | Describe the ownership structure of the Ownership Steucture Ownership %
firm, oo
Steding Partners 50%
Stamos: Partriers 50%
5. i What percentage of the key principals’ Approzimately 20% of the key psincipals' liquid net worth
liguld net worth is invested in the Fund? is invested in the Fund.
B. | Please provide the current number of Total # of Bmgloyees 23
employees In each of the following )
categories. Each employee should onty be |~ Portfolio Managers 3
counted in their primary role for the
purposes herein. Research Aaalysis 5
Operations 11
Other 4
7. { Where are your principal offices? Arethere | Office Type Location Employees
branch offices? Please list the number of .
employees at each site, Princigal New Yok, NY 19
Branch Menlo Pardk, CA: 4
8. | What are the other areas of business that Steding Bquities Real Estate Development
. Steriing Equities is Involved with? ' .
- Sterling Amesrcan Real Estaie Funds
Properties
American Securifies Private Equity Funds
Capital Parmers
New York Mets and Sports and Entertaimment
Brooklgn Cyclones
2
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Due Diligence Guide Stering Stamos Security Fund, L.P,

What benchmark Is appropriate for the Fund { The Fund has been strucrured primarily 1o generate moderate
and why? absolute retums, regardless of equity and fived incorne market
conditions. Many investors view the Fund as an alternative, or
complement, to fxed income ¢xposure, Given that the Fund
bias been constructed to be absolute retura odented, it maybe
true that no ideal “benchmark’ exists, However, one possible
benchmark may be the Fund is the HFRI Fund-of Funds
Conservative Index (“HERI FOF: Conservative Index™). This
index i3 used due to its emphasis on conservative hedge fund
strategies that seek to generate cousistent rerams egandless of
equity or fixed income market conditions. Primary sub-
strategles include market neutral, fived income achiteage,
convertible arbitrage, and other conservative absolute return
stoategies.

For those investors that view the Fund as an altesnative, or
complement, to fixed income, the Leharan Brothers Aggregate
Bond Index may also be an appropriate benchmark,

2. i Please describe your risk and reward : Target Return 8% - 10%
objectives? .
Target Standard Dewiation 2% - 4%
3. j How does the Fund differentiate itself from  ; The Fund seeks to differentiate itself from other fund of
others in the strategy? funds via the following:
Meaningful Access
The Wilpon and Katz families have been active hedge fund
investors for 20 years. Stedling Stamos leverages these existing
relationships to selectively access and secure capacity with
hedge funds that ar ofien otherwise closed to new capital. In
terms of dirmct value added, Dz, Peter Stamos, the CEO of
Sterling Stamos, offers macroeconomic insights to underlying
hedge fund managers, the sharing of which further enhances
the ability of Stesling Stamos to access exclusive hedge funds.

Internal iligen t]

Sterling Stamos leverages the business expertise of its fifty -
percent pariner, Steding Bquities. Founded over 30 years ago
by the Wilpoa aad Katz families, Steding Equities kas
developed deep expertise in hedge funds, private equity, and
real estate, In addition to providing a perspective that only
experience can generate, the Wilpon and Katz networks slso
provide unique proprictary sonrcing and due diligence
capabilities.

Unique Macro Perspective

The CEO Dr. Peter Stamos, an Oxford-trained economidst,
serves in various board and advisory roles to elite academic,
political, and philanthropic institutions. These forums and the
access they provide enable Dr. Siamos t engage in
conversations with many of the most progressive and
influential thinkers of our time on macro- and micro-
economic issues that effect the investments industry, Dr.
Stamoy’ informeéd maceo view is integrated into the
tonstruction and active management of the Fund.

Alignment of Interests
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Due Diligence Guide Sterling Stamos Security Fund, L..P.

The General Partners intead o maintain fund investments of
approximately 25% of the total firm assets uader
management,

0 -
The deep, liquid zesources of the GP, combined with the
commitment of the GP, creates the unique ability to both teke
advantage of unforeseen opportunities that arise as well as to
provide greater portfolio fexibility through rebalancing,

Equal Treatment

All LPs are treated the same. No LP benefits from any
preferential terms (e, fees and liquidity).

bility of Asgets
The lazge commitment 6f the GP, coupled with the GP’s
strong relationships with its LPs creates a stable asset
environment.
I 1 1

Steding Stamos has trust-based relationships with its LPs, and
as such, openly shares all appropriate undedying hedge fund
manager information with its LPs.

4, ! How are asset allocation decisions made? 1 Maco Xdentify key macrocconomic trends
Economic based upon fundamental analysis,
Anglysis technical analysis, and lquidity
trends.
2 Sector Determine pertfolio concentrations
Analysis to specific hedge fund strategies

hased on maceneconomic
opportunity set and sk analysis.

3 Sourcing Identify “best-in-class” fund
mapzgers and gain access and
capacity with “closed” fand

INanagers.

4 Risk/Portfolio  Assess postfolio exposure limnits by
Management  sector, sirategy, and fund manager.

5 Investment Finalize allocation to each strategy,
Allocation allocate by sub-strategy, and then by
manager. All allocation decisions are
made by consensus, with Peter
Stamos as the final decision maker.

5. | How many analysis do you employ? There are corrently a total of 3 portfolio managess and 5
research analysts responsible for sourcing, due diligence, and
monitoring managers.

6. | What is tha ratic of sub advisors to 3-to-1

analysts?

7. i How often do you rebalance? The portfolio is rebalmmced on a monthly basis.

8. | Describe your due diligenca resscurces and 1 Sourcing The following resousces are used to

process? gather information in the due

difigence process: personal and firm
networks, current investors, extsting:
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Due Diligence Guide Sterling Stamos Security Fund, L.P.

managers, induskey publications and
events, investment bank prime
brokerage contacts, pdvate
databases, and public databases.

2 Analytics Prior to an initial meeting with a
prospective fund manager, the due
dilipence process starts by gathering
information on the fand-specific
strategy, including monthly returas,
pecformance attobution, legal
documents, audited financials, proof
of experience, and references for
each manaper. Performance,
liquidity, and correlations between
proposed fund managezs and
existing find managers io the
portfolio are analyzed to identify
whether or not follow-up interviews
should be scheduled.

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

4 Operational/  Significant emvphasis is placed on
Business Dpe  operationsl due diligence, which
Diligence includes infrastructure quality, dsk

management protocol,
compensagon structurte, appropriate
amount of assets under
management, portfolio Bquidity,
xeference checks, pome brokerage
celationships, credit lines, etc.

5 Monitordng The assat class and steategy
associated with the underlying fund
manager is monitored on an on-
going basis to determine market
opportunities and key events.
Weekly peeformance from fund

- managers is compared with the
pexformance of associated .
market/asset class to monitor their
performance against the opportunity
set. Regression analysis estimates
style drift and Value-at-Risk on both
the portfolio and manager level.

9. | What are your minimum transparency In order for managers to be considered, they must provide the
requirements necessary for a manager fo following information: identification on a monthly basis of top
Eve fargest dsk positions, monthly core investment themes,
§
CONFIDENTIAL SSMT01855453

SSMSAA1855453




Due Biligence Guide

Sterling Stamos Security Fund, L.P.

receive an investment from the Fund? monthly watten and/cr oral distogue, monthly and/or weekly
performance information.

10. | What is the minimum length of frack record { There is no specific minimum track secord for 2 manager to
necessary for a manager to receive an be considerad. However, 2 manager must have 2 mult-yeas
investment from the Fund? personal teack record at a reputable institution, (buy side,

hedge fund, investment bank) if they are starting theic own
investment vehicle.

11.'{ Please describe the strengths and risks of | The Fund’s strategy performs well in markets that are trending
the Fund's strategy, including a market within a range, either up or down, with historical movemeats
desgription of conditions that would be in volatllity. Madkets that are flat or excessively volatile are
considered advantageousfdisadvantageous | ., sdvantageous for the Fund. The major rigks to the
tor this strategy. poxtfolio and strategy include = liquidity crisis, 2 major

' geopolifical event, a rapid decline in interest rates, and a rapid
widening of credit spreads.

12, i Does the Fund have a high water mark? Yes.

13. | Dees the Fund have a hurdie rata? Yes, 5%.

14. § On average, how many separate sub- Ou average, the Pund invests in approximately 30 different
advisors does the Fund investin? managess, ‘

15. | Does the Fund avoid any sectors and/or The Fund generally avoids Commeodity Trading Advisors
strategies? (CT'As) and pure short seflers. In addition, the Fund limits its

exposure to mortgage backed arbitrage funds, md sector-
based long/short equity funds in binary outcome industrdes
{e.g. biotech and technology). The view of the fiem is thar
genenlly, the volatility of these stzategies is too high, and thus
not appropdate for investment in the Fund.

16. | What has the turnover been of managers in | The approximate tumover in managess in the porifolio has

- | the Fund over the previous 5 years? been 10%.

17. i How are investment decision made? The Porifolic Team, led by Ashok Chachra, develops strategy,
sub-strategy, and manager allocation recommendations, The
team is responsible for portfolio construction, dsk
management, and the due diligence process. Investment
decisions are made by team consensus, with Peter Stamos
holding final decision-making authority. An informal
investment commitiee meets quartedy to discuss the market
environment and portfolio allocations.

18. ; Pleasa provide an example of what you One of the better investment decisions in the Pund was the
consider fo be one of your better Investment | allocation to credit related strategies. In late 2002, past the
deeisions and hew the investment was WouddCom, Baron, and Adelphia scandals, credit spreads had
realized. reached historically wide levels. The macro perspective of the

Fund was that there were opportunities to capitalize on the
excessive selling in the hiph yield and distressed market. The
decision was made to invest in credit strategies that were well
positioned to capitalize on the tightening of credit spreads,
while having the ability to short credit when appropriate.
During the same time perod of Qctober 2002 to December
2003, credit spreads between Single B rated industeial bonds
and the 10-year Treasucy tightened from a high of 878 to 405
basis points. As a result, the two managers that were included

- in the portfolic were two of the best performing managers in

; the portfolic for the year. '

19. { Please provide an example of what you Qane of the weaker investment decisions was made in a

consider {o be cne of your weaker long/short equity manager that had an extensive 10-year track
]
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Due Diligence Guide Sterling Stamos Security Fund, L.P,

lnvestment decisions and how the tecord of strong pecformance. The investment fund, which
investment was exited. came highly recommended by close advisors, made off

. balance sheet loans to 2 private, self-atfiliated, entity that was
not disclosed in any of its position-level data, quarterdy letters,
or SEC flings. The company eventually went bankrupt and
was unable to pay back theloan, As amsult, the fund was
forced bo liquidate its portfolio and mium the remaining
capital.

20, { How da you identlfy and quantify risk? Risk is mnomitored through qualitative and quaniitative enalysis.
The major qualitative gk (business and operational «isk) is
identified through sumerons face-to-face due diligence
inierviews with fund managers and through reference checks
with the broker.deder community and other industry

-specialists.

Quantitative sisk i analyzed using a broad set of sk
management tools as part of the ongoing monitoring process.
A sample of the quantitative elements of fisk management
utilized by the investment team are described belows

B i imizaion: A modified mean-vasiance
optimizztion framework by strategy and Portfolio Manzger
utilizing histoncal monthly pecformance data.

Time Series Analysis: Covarance and correlation analpsis is

performed 1o compare fhe returns of a Portfolio Manager to
its peer group, Portfolio Manager to strategy, and Ponfolio
Manager to the overall market. A distsibution curve is created
to measure skewness and kurtosis of the pedformance retumn
stream (2 non-notmal distribution).  Pinallp, drawdown
attribution and downside devistion/recovery endlysis is
performed 1o derermine the Portfolio Manager's ability o
recover from losses.

Lorifolio. Value-ar-Rigly Allocation range imits are set by
sub-strategy and Portfolio Manager. These limits are designed
to provide a two to three standard deviation adverse move
cushion, assuming nommal market conditions. Loss
probabilities are determined throupgh historical simulation. a3
well as parametric methods such as Monte Carlo simulation,

i Worst case scenado analysis is
developed through shmining the covariance matrix, a5 well a3
through analysis of historical retutns and factor observation
cutliess, Qualitative case studies of high volatility periods and
advese moves io key asset classes (e.g, Russian default,
WoddCom) are reviewed to bulld “what if” scenario tesdng
capahlities.

Seyle Analysis: Style doift and asset sllocation analyses help
quantify the Portfolio Manager's performance attribution to
the stated siategy and asset class, Fattor sensitivities and
factor tilt analysis is performed to determine uaderdying
drivers of 4 specific fund manager’s performance at different
poiats in time. - ’

-21. | How do you manage and confrol risk? Risk iz maﬂaged th:ough d,ive_.sli,ﬁcaﬁon acLoss strategy, su_]?-
strategy, and fund maceger. In 2ddifion, nsk is managed
through close monitodag of managees and peer group
analysis.
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Due Diligence Guide

Sterling Stames Security Fund, L.P. -

22, | How quickly and by what methods do you Initial investment allocations are typically a fraction of our
deploy capital additions? expected long-texm position size. Average initial investmenis
. are made avound 1% of the portfolio and can grow up to 10%.
Position sizes are increased or decreased depending on madket
opportunities, comfort level with managess, and overall
strategy allocation limits.
23. ; Does the Fund employ leverage? No.
24. | What are the limitaticns on the Fund’s use Not applicable.
of leverage?
25. : What are the Fund's concentration Concentration Limitations
limitations? .
Single Manager Allocation  10%
Strategy Allocation 20%
Sector Allocation Not applicable
Net Market Exposure Range: (10%) - 40%
26. { Discuss diversification of sub-advisors? Diversification is a key component in the portfolio
constuction process. The Fund ts divessified across steategy,
suly-sirategy, and managers. The average position size is 3.1%
and the lacgest position is 8.5%.
27. | Discuss correlation of sub-advisorsio each | Correlation of managers within the portfolio and against each
- | other and to market Indices? benchimark asset class is monitored on a monthly basis.

Is your firm or any affiliate involved with its
hedge fund business a Registered Investment
Advisor? If an afflliate is a Registered
Investment Advisor, please give the name of
the affiliate.

Steding Stamos i3 currently in the process of becoming a
Registered Investment Advisor. The firm intends to
complete the registration process by the end of the year
2004.

Is your firm affiliated with a brokerfdealer? If
so what is the name of the broker/dealer and
is it a member of the NASD? Describe the
nature of your firm’s relaticnship with the
broker/dealer.

Sterling Stamos is not affiliated with 4 broker/dealer,

1s your firm or any affitiate involved with your
hedge fund business registered with any
cther regulatory agencies or a member of any
other self-regulatory organization?

Sterling Stamos is not registered with any regulaory
agencies. The General Periner and Management Company
are exempt from registration as 2 Commodity Pool
Operator with the Commodity Futures Teading
Commission under Rule 4.13(2) 3 and 4.15(2) 4.

Please descrlbe any litigation, complaints,
arbitration, regulatory action, or dispute
involving your firm or its employees in the
past § years, imespective of whether involved
partles are still employed by your firm or not,
Include the nature of the action and its
oufcome if resolved,

Neither Steding Stamos noz its employees have been
involved with litigation, complaints, arbitrage, regulatory
action, or disputes in the past 5 years.

5.

Describe any significant outside acfivities,
including associated time commitments of
each of the principals to any eutside funds.

Ellea Horing, Senjor Portfolio Advisor and Partuer, .
separately managers a small fund-of-funds on bebalf of her

family.
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Bue Diligence Guide

Sterling Stamos Securily Fund, L.P.

Briefly describe any past, current, pending or
threatened litigatfon (including, but not fimifed
to, any SEC or other regulatory investigations,
audits, or cansent decrees), which invaives
any of the key individuals of the General
Partner, the General Pattner itseif, or any
affiliated entities.

Ther i3 no current, peading, or threatened litigation
involving key members of the General Pactner, the General
Partmer itself, or any affiliated entities.

Have any of the key Individuals, the General
Partner, or any affillated entities ever (i) filed
for bankruptey or (if) had any [udgments
entered against them? If yes, please describe
the circumstanees, Also describe seftlements
or expiration of legal actions commenced
Invelving the General Partner, indjvidual
General Partners, or any affillates,

-ldentify and discuss potential conflicts of
| interest that may arise among the various
- individuals and organizations comprising the

General Partner or any affillated entitles,

it

Certain inherent conflicts of interest may arise o3 the
Generat Partrer and the Management Company provide
investment management and other services to other
investment I’armersh.lps operaed by fhe Fion. In addmou,
EllenHoring provides investment management services to
ber own fund of fands. Such other accounts'midy have
inyestments with cértain Portfolic Managers utilized by ?hc

~Parinership. “To the extent that Such Portfolio Managers |

limit the amount of assets and accounts that they will
manage, Steding Stamds may be’ required 16 chodse between
the Partmecship and such other clients in allocating assets to
such Portfolio Managers. In addition, one or more of the
Portfolio Managees may be affiliated with the General
Partaer,

List any additfons and departures to
professional staff during the past five years,
Please provide contact information for al}
departures: name, position, start date,
termination date, and reason for departures

Derek §. Daky (Janvary 2003 — October 2003) Position:
General Counsel, Partner. Reason for departure: Pursue
personal interests outside of the Fiem,

Tom Olds (une 2002 — August 2002) Position: Manager,
Reason for departure: Pursue pessonal thterests outside of
the Firm.

Noreen Haerington (Qctober 2002 — July 2003). Position:
Chief Investment Officer. Reason for departure: Pursue
personal interests outside of the Fiom.

Contact information available upon request.

10.

Does the firm carry Errors & Omissions (E&Q)
Insurance and in what amounts and with
whom?

No,

i Who acts as the custodian for the Fund's

i asgets?

i Citiback maintains the assets held by the partnesship prior to
! an investment with an undedying fund mansger. The

i custodian for each underlying fund manager holds the actnal
i securites.
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2. 1 Does the Fund have an administrator? ifso, ; RK Consulting, LLC, a Delaware limited liability company,
who? sexves a8 the Fund's administeator wnder the overall dicection

: of the General Partner. As Administrator, RIK Consulting,
LLC performs certain admiuistrative tasks on bebalf of the
Fund, including (i) accounting, (ii) maintenance of the Fund's
books and records, (fii) processing subscaption applications,
(iv) ensiidng appropriate documentation has been provided
by investors in compliance with anti-money kundedng
regulations, (v} preparation of reports and accounts, (vi)
caloulation of estimated net asset value and fees, and (vil)
issuance of communications with limited partness.

3. i Does the administrator ealculate the NAV? Yes, the independent administrator calculates the final capital
: account balanees for the Fund aad each limited pastnerona

monthly basis,

4. i Does an outside firm audit the financial The Fund retained Benst & Young LLP as its independent
statements of the Fund? If so, what is the anditors since inception of the fim. Yimited Partners will
name of the auditing firm, and when didthis | jeceive anamial audited fnancial reports audited by the
relationship begin? Parirership's independent public accountants, typically

within 120 days afier the end of the fscal year.

5. | Please describe your disaster recovery plan. | The disaster recovery plan is desigoed to sustain and recover
highly eritical books and records of the Fund. All books and
records of the Fund are held at the principal place of

T . business in New York, as well as with the Fund’s outside
administrator. The computer network has been structured
with redundant architecture for all servers and power
supplies, all of which is held at 2a IBM facility in the Ts-
State Area. In addition, all data are backed up on a nightly
basis on magnetic tapes, which are then stored with Iron
Mountain, outside the Tri-state area.

6. i Do you provide clients with: Moanthly performance statements  Yes

Monthly commentaries No

Quastedy letters Yes

Quactedy conference calls No

Anmual partoers meeting Yes

Access to information by website  Will be available by

2005
10
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: Sterling Stamas Investment Universe D;?;fﬁf’ October 1, 2005

Capital Praservation Capital Appresialion Capital Opportunity

RESERVECASH  Liquiony SECURITY SECURITY LEVERED EROWTH  ACCELERATION LEGALY REAL PRIVATE YENTURE
FMARNGEMERT FUND RIND SELECT FUKD FUND FIND  FunD FUHB ASSETS FUNS EQUITY FUNE CAPITAL FUND?

Py

Targal Annual
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Annual Valakiliy

Managemant
Fal

Perlormants |
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um....-m--.m.-n- TP ..?:‘:_;;.;.;—:..m
E > - e Rt
Oiishors Funds R
AR S— - ey
Lagnch Dals a3
Closing
Slatus s Taily

1. The Reserve Cash Managemend product is available o § thromgh ged

2. Proposed Venture Capital Fund terms.

3. Investoss in the Security Select Funds must indicae In thelr subscrdpt terials whether they Entend fo subsaibe o Class A, B or C limited paninarship Intorests or shaces {colleclively, the
“Interesta’’). Class B Interests will anly be avalloble ta fvostors wha have eontribiriod at beast 530 million I the Select Fund and Ciass € Interasts will only be availsble o Itwestars who have cantibuted at
a2t $100 million to the Select Fund, The Intarests are idéntical in ferms except with respect to the 2 fees, i fve allocations/fees, the Jength of the applicable lack-up period, the frequency of
permitied vithdmwals and e prior notie required for withdrawols,  Specifiaally: Closs A + Minagement Fee 1%, Inoentive Allocntiondfes 3%, Lotk Up Pored of 2 years, Anowl

WithdrawnlyRedemptions, and 185 days prior natiee for Withdmwaly/Redempt Class B - Managy Faz 1%, Tacentive Allocation/Pen 5%, Lock-Up Period of 1 yoar, Semi-Anevual
Withdrawals/Redempiions, and 90 dags priot notice for Withdrawals/Redemptions; and Class € - The lester of (x) Management Fro 1% and Incenlive Pes/Allocation 5% and (v) Manngement Fee 05% nnd
Incentive Allocation 10% (provided that the tets] Manag Fees and [acmtive AllocatianyFoe payable by an Investor far an Fitent year will be capped at FF5% af the Not Asset Value of such investar's
Capitab Account/intetests), Lock-Up Period of L yeay, Semi-Annual Withdrawals/Redemptiors, and 90 days prior notice for Withdrawals/Redemptions,

4. fnvestars In the Legacy Fund mus indicalbe in thefr subscripf inds whether ey Intind 10 subscribe b Class A, B, or € limited partnership inferests [rollecively, the “Inlarsts™), The Introsls am
identlcal in terms except with Tespect to the Manngement Fee and the fenglh of Lock-Up Terlod applicable to azchguch class, as follaue: Class A, - Lock-Up Peciod of 1 year, Management Feo 1%; Class B -
Lock-Up Peried of 3 yrars, Maragement Fee 0.9%; and Class C » Lock-Up Peciod of § years, Management Fea 075%.

5. Proleded bundh data,

6. The Levered Fund s dosed 1o new inveslors, A wailing list for open capacity is available.

PlSisringtiones —
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Mermill Lynch
Distribufed: Qctober11, 2005

I T T; ;. BNE L] N

This presentation shall net censéitute an offer to sell or e soliclalion of any offer to buy which may only be made at the Hme a qualifled
investor receives (i} a final confidentind memorandum (the “Memorandum®™) and a Limited Parinership Agreement (the “Parmerchip
Apresnent”) deseribing our domastic hnds or (15 a Memaorandum deseribing cur offshore faruds {logether with our domestle funds, our
“Funds”). The Parnership Agveement and ench of the My do ara refitered fo collectively as the “Fund Decuments,” In the event of any
inconsistency between this presentation and the Fund Documents, the Fund Documents will govem. This presentation and its centents are

" strictly confldential and are not fo be provided (0 any person without the prior written approval of (i} SSP Associates GF, LLC (the “General
Pariner”} with respeck to investers in, owr domeskie funds or (i) Steding Stamos Capital Management, L., {the “Investownt Manager”) with
respect b investors in our offshare funds, An investment in the Funds may involve significant risks including the risk that snch an nvesiment,
in particular an investment in the Sterting Stamos Private Bquity Fund, is iliquid and the sk of Toas of the amount invesled, In addition,
certain fvestment practices employed by the underying fund managers incfuding [everage, short selling and engaging in futures and oplions
trzding, may potentially increase the adverse impact on the Funds’ portfolies. While the utilization of a mufti-manager/fund of funds structure
may reduce the level of risk through diversification, such a strucure will result in our Funds and indirectly investors In our Funds bearing

- multiple management fees and incenfive atlocations. Although this presentation has been prepated from publie and private sources and data
that the General Parfier andfor the Imvestment Manager believes to be rellable, neither the General Partner nor the Investoweat Manager makes
any representation as b its accuracy or camplefeness. The performance results shown In this presentation are net of the Funds' performance
alfocation and managament fees and include the refnvestment of all income. Incorsideting the prior performance infermation contalned hereir,
investors should bear in mind that past performance is ne guarantee of fulure results and there can be no assurance that the Fands will
achieve comparable zesults. There ¢an be tio assurance Huatany tazget or estimated retumns contalned fn this P tation will be reafized
or that actual results will act be materially Tower lhan Ihose estimated.

SRS

CONFIDENTIAL SSMT01855460
' SSMSAA1855460




450 Fap% Aennen < ZhpeEd Gavd B Rasd, Saif3 vE0

" o L _
= W%ﬁ%% gr %g‘% T :?' Now Yurg. BY 10822 Heais Park, G4 84025
M%:g;é EEdS iﬁ} ?g L Phona; £252) §81-289¢ Phoss: (530} £33-0253

i
Far: {212) 2672960 Fux: (854} 233-02642
www . ustinysismuy. oo Lfs@eleriiagsiomor. eon

Stetling Stamos Performance Estimaies - November 2005
Below is a preliminary estimate of our month-to-date, quarter-to-date, and year-to-date performance (net of all fees and expenses) through November 30, 2005:
Capital Preservation Funds*
Fund” Wenth-to-Date @1-05 - @285 03-05 Quarter-lo-Date Year-ip-Date  Status
s = _ T T (e oirand = T

- rsay

Reserve Cash Management”
Liquidity (Demestic}
Liquidity (Dffshore)
Friands & Family {Bomestic)
Securily {Domestiz)
Security {Dfishora)
Sacurily Select (Domestic)
Security Select (Oiishiore)
Levered {Offshora)®
Capital Appreciation Funds
Fund
Growth (Domestic) :
Growth (Offshore)
Acceleration [Dostestic)
Acseleration (Offshere}
Legacy (Domestic)
Capital Opportunity Funds?
Fund
Real Assets
Private Equtty

2005 Market Review

§

HFRX Reiativa Yalue Arklirage
HFRX Absolute Retum

HFRX Equity Hedoe

1-Month LIBOR

Lehiman Apgregale Rond Index
Dow Jones industrial Average
$&P 500-slock Index’

Nasdag Composlie

Russell 2000

If you have any questions, please contact Kev... U 233-0263, kokimoto@sterlingstamos.com or Rick Stockton at (212) 287-

280D, rstockton@sterlingstamos.com.

* Capital Preservation Funds: Sterling Stamos Liguidity Fund, L.P. (“Liquidity (Domestic)"), Sterling Stames Liquidity {Offshore) Fund, Lid. (“Liquidity (Offshore)”), Sterling
Stamos Security Fund - Friends & Family, LP. (“Friends & Family (Domestic)™), Sterding Stamos Secudity Fund, LP. {“Security (Domestic)”), Sterding Stamos Security (Offshore)
Funid, Lid. (“Security (Offshore)”), Sterling Stamos Securdty Fund - Select, LP. {“Sacurity Select (Domestic)™), Sterling Stamos Security (Offshore) Fund — Select Ltd. (“Sewurity
Select (Offshore)"), Sterling Stamos Levered (Offshore) Fand, Lid. (“Levered (Offshore)’)

+ Reserve Cosh Management is a compilation of managed accounts which trade under a single investment program. The performance estimates provided above reflect an annual
manzgeoent fee of 035%. Reserve Cash Manngement was lnunched in Augnst 2005, therefore third guarter figures represent returns only for August and September 2105 and
year-to-date figures represent retums only for August through November 2005,

§ The Levered (Offshore} Fund includes investments from US taxable investors.

1! Capital Appretiation Funds: Sterling Stamos Growth Fund, L. ("Growth (Domestic)"), Sferling Stamos Growth (Offshore) Fund, Lid, ("Growth (Qffshore)™), Sterling Stamos
Acceleration Fund, LP. (“Acceleration (Domestic)"), Shzrling Staros Acceleration (Offshore} Fund, Lid. (“Acceleration (Offshera)”), Sterling Stames Legacy Fund, LP. ("Legacy
[Domestic)”)

¥ Cupital Opportunity Funds: Sterling Stamos Real Assets Fund, L.P. (“Real Assets”), Sterting Stamos Private Equily Fond I, L.P. {*Private Equity”}

¥ Retuins for the S8P 500-stock Index do not indnde dividend payouts.
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EREOR ESTIMATE NOTES

The above numbers are based on unaudited preliminary estimates provided by our underlying fund managers and are subject to change.
Individual investor performance percentapes wiil vary depending on the date of investment. All estimated performance figures are net of all
underlying manager and Sterling Stamas fees and expenses. Quarter-to-date and year-to-date performance figures are based on actual
performance through Qctober 31, 2005 and estimated performance from November 1 to 30, 2005. Monthly estimates may not include all
underlying managers in gach fund, Underlying fund managers wheo have not reported as of the sending of this email are allocated a zero
percent retum and their actual retums may materially change our performance estimates. Investors will receive an unaudited £inal capital
account statement generally by month end. The Monthly Market Review is listed for informational purposes only and is not intended as
investment advice.

IMPORTANT DISCLOSURE INFORMATION

This email shall not constitute an offer to sell or the solicitation of any offer to buy which may only be made at the time z qualified investor
receives (i) a final confidential memotrandum (the “Memorandum®) and a Limited Partnership Agreement (the “Parinership Agreement”)
describing our demestic funds or (i) a Memorandum describing our offshore funds (together with.our domestic funds, our “Funds”). The
Parinership Agreement and each of the Memoranda aze referred to collectively as the “Fund Documents.” In the event of any inconsistency
between this email and the Fund Documents, the Fund Documents will govern, This email and its contents are stricly confidentlal and are
not to be provided to any person without the prior written approval of (i) 55 Associates GP, LLC (the “General Partner”) with respect to
investors in our domestic funds or (ii) Sterling Stamos Capital Management, L.P. (the “Investrent Manager”) with respect to investors in our
offshore funds. An investment in the Funds may invelve significant risks inchuding the risk that such an investment, in particular an
investment in the Sterling Stamos Private Equity Fund, is illiqaid and the risk of loss of the amount invested. In addition, certain investment
practices employed by the underlying fund managers including leverage, short selling and engaging in futures and options trading, may
potentially increase the adverse impact on the Funds' portfolios. While the utilization of a multi-manager/fund of funds structure may
reduce the level of risk through diversification, such a structure will result in our Funds and indirectly investors in our Funds bearing
multiple management fees and incentive allocations. Any indices and other financial benchmarks shown are provided for illustrative
purposes only, are unmanaged, reflect reinvestrnent of income and dividends and may not reflect the impact of fees. Investors cannot invest
directly in an index. Comparisons to indices have limitations because indices have volatitity and other materlal characteristics that may
differ from a particular hedge fund. For example, a hedge fund may typically hold substantially fewer securities than are ¢ontained in an
index. Indices also may contain securities or types of securities that are not comparable to those traded by a hedge fund. Therefore, a hedge
fund’s performance may differ substantially from the performance of an index. Because of these differences, indices should not be relied
upon as an accurate measure of comparison. Although this email has been prepared from public and private sources and data that the
General Partner andfor the Investment Manager believes to be reliable, neither the General Pariner nor the Investment Manager makes any
reprasentation as to its accuracy or completeness. The performance results shown in this email are ret of the Funds’ performance allocation
and management fees and include the reinvestment of all income, In considering the prior performance information contained herein,
investors should bear in mind that past performance is no guarantee of future results and there can be no assurance that the Funds will
achieve comparable results. There can be no assurance that any estimated retums contained in this email will be realized or that actual
results witl not be materially lower than those estimated.
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Sterling Stamos Employee Bigographies
{As of December 8, 2085)

Peter 5. Stamos is the Chairman and CEO of Sterling Stamos Capital Management, L.P.
M. Stamos is ultimately responsible for all investment decisions for the firm. Before
founding Stexling Stamos, Mr. Stamos was the CEO of SAI (a Perot Systems company), a
Principal with Booz Allen & Hamilton, and as Senior Management Consultant with
McKinsey & Company. He also served as Chief of Staff and Chief Economist for U.S.
Senator Bill Bradley and contimues to be an economic advisor to several leaders in
Washington, D.C.

In addition to his private and public sector work, Mr. Stamos taught Economics at
Harvard University, where he received the Allyn Young Award for Teaching Excellence.
Mr. Stamos serves on several boards and is currently Chairman of the Investment
Committee and a member of the Finance Committee for the Board of Stanford
University Hospital and Clinics. :

Mr. Stamos eamed 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 holds a JD from Harvard Law School
with Honors and a doctorate from Oxford University, where he was a Rhodes Scholar.

Ashok Chachra is the Senior Portfolio Manager of Sterling Stamos. He is responsible for
portfolic manager sourcing, due diligence, risk management, and ongoing portfoljio
monitoring. Prior to jolning Sterling Stamos, he was a Senior Business Analyst with
McKinsey & Company, focusing on asmgnments in the financial setvices and healthcare
industry sectors.

Mr, Chaclra earned a BS in Business Administration with University Honors from
Carnegie Mellon University.

Michael Kastner, Managing Director, Fixed Income, has 18 years of investment
- management experience and is responsible for management and oversight of the firm’s
fixed income platform. Previously, Mr. Kastner spent seven years with Deutsche Bank,
New York as Head of Taxable Fixed Income Portfolic Management and an Investment
Policy Committee Member. While in those roles, he actively managed approximately
$12 billion in assets and chaired the Fixed Income Strategy Group. He was also Director
of Fixed Income and Foreign Exchange, Americas Region at NatWest-Coutts & Co. M.
Kastner's previous experience also includes positions with Société Générale and Chicago
Research and Trading. He has been recognized for his work.by leading industry
publications and is a published author of several articles on fixed incofne management
technique. Mr. Kastner is frequently quoted in leading financial publications, including
the Wall Street Journal and the Financial Times and has appeared on CNBC and
" Bloomberg Television and Radio.
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Sterling Stamos Employee Bilographies
(As of December 8, 2005}

Mr. Kasiner earned an MBA in Finance from George Washington University and a BA in
Business and English from Towson University. He is a Chartered Financial Analyst,
President of the Treasury Securities Luncheon Club, member of the Sodally Responsible
Investing commiltee of the New York Society of Security Analysts, and a member of the
Educational Advisory Board of the International Securities Market Association, London.

David G. Hood is Managing Director, Real Assets, for Sterling Stamos, and is jointly
responsible for all fundraising, operating and investment activities of the Fund. Prior to
joining Sterling Stamos, Mr. Hood was an investment partner with Seagate Properties, a
Bay Area real estate investor. In 2002, Mr. Hood joined Carmel Partners as a Principal,
primarily responsible for capital formation and investor relations, where he successfully
helped launch and raise a $215 million institutional real estate fund. Prior to his tenure
at Carmel, Mr. Hood co-founded Rosenberg Hood Ventures (“RHV”), a San Francisco-
based commercial real estate investment entity that acquired and developed over
750,000 square feet of San Francisco office/parking complexes.

From 1994 to 1997, Mr, Hood was a partner at Lone Star Opportunity Fund, where he
helped in the company’s fundraising, acquisition, financing, and asset management, of
over $1 billion in real estate assets. Mr. 'Hood was also a member of Lone Star’s
predecessor company, Brazos Fund; a Robert M. Bass sponsored investment entity that,
together with its related entities, acquired over 53 billion in real estate assets. From 1985
to 1992, Mr. Hood worked as a Partner at several real estate development companies
including Trammell Crow, Hillman Properties and Barker Interests. A Trustee of Sunny
Hills Children’s Garden and Marin Primary & Middle School, David also serves on the
Advisory Committee of the City of Hope and Omega Boys Club. Mr. Hood holds a BA
from Stanford University and an MBA from Harvard Business School.

Verna Kuo is Managing Director, Real Assets. Ms. Kuo is jointly responsible for
operations, staffing, and acquisitions, as well as directing and arranging investment
capital for all investment activities in the Sterling Stamos Real Asset Fund. Prior to
joining Sterling Stamos, Ms. Kuo co-managed the $2-3 billion global real estate and
natural resources portfolio for Stanford University’s endowment at the Stanford
Management Company. At Stanford, Ms. Kuo developed and executed an asset class
strategic plan and sourced, underwrote, and managed Stanford’s investments in all
sectors of real estate and natural resources, including public REITS, direct real estate
assets, commingled funds, and direct oil and gas assets.

Ms. Kuo has served on multiple fund advisory boards and is an active member of the
Pension Real Estate Association (“PREA”) and the Urban Land Institute (“ULI"), She
was the 2002 Annual PREA Conference Co-Chair and the 2004 and 2005 NMS Real
-Assets Roundtable Co-Chair. Prior to working for Stanford, Ms. Kuo was actively
involved in international and domestic politics and nonprofit management. In
particular, she worked for the National Democratic Institute in Nepal, the Clinton-Gore

CONFIDENTIAL : SSMTO01855464
: ' SSMSAA1855464




Sterling Stamos Employee Bicgraphies
{As of December 8, 2005)

campaign, and as a founding program officer at the United States Corporation for
National Service. Ms. Kuo holds a BA and an MBA from Stanford University.

Catherine Lee is the Director, Private Equity at Sterling Stamos. Ms. Lee has seven years
of private equity experience, during which she was a Principal at Stadium Capital
Management, private equity and-small-cap investment fund. She has also held positions
at Bain & Company, Delta Air Lines, and Booz Allen & Hamilton, - o

Ms. Lee earned her MBA at Harvard Graduate School of Business and her BS and MS in
Civil Engineering at the University of Kansas and MIT, respectively. She serves on the
board of Big Brothers Big Sisters San Frandisco.

Joanna Sirober is a Director of Private Equity Fund at Sterling Stamos. Before joining
Sterling Stamos, Ms. Strober was Managing Director at Pacific Community Ventures, a
$30 million small-market buyout and growth capital fund. Prior fo Pacific Community
Ventures, she was Managing Director at Symphony Technology Group, $100 million
growth capital fund that had an emphasis on software and software services, She wag
also previously a Partmer at Bessemer Venture Partners, where she led Bessemer’s
Software and Internet Group on the West Coast.

M. Strober earned her BA in Political Science from University of Pennsylvania, where
she graduated Pkl Beta Kapps, and her JD fram the University of California at Los
Angeles.

Rohit Kumar is the Manager, Risk Management. He is responsible for porifolio risk
management and due diligence efforts for all the Sterling Stamos funds. His previous
experience incudes the Analytical Fixed Income Division of Citigroup, distressed debt
research with Professor Edward 1. Aliman at the Salomon Center at New York
University, distressed debt restruchuring in India, and business development and
operations management in the 1T consulting industry in California.

Mr. Kumar received his MBA from New York University Stern School of Business. He
also received a degree in Management from Xavier Institute of Management and his
undergraduate degree from the Institute of Technology, Banaras Hindu University.

John Lee is the Manager, Capital Preservation Funds at Sterling Stamos. Before joining
Sterling Stamos, Mr. Lee was a Department Head at Visa USA, leading strategy and
operations for their Authenfication and Authorizations Technology Services group. He
also spent six years at Charles Schwab, managing a teamn in the company’s Electronic

" Brokerage Technology Enterprise. His experience also includes stints at several Silicon
Valley startup ventires, induding Guru.com. Mr. Lee received his BA from Stanford
University.
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Sterling Stamos Employee Biographies
(As of December 8, 2005)

Cathy Tse is the Manager, Capital Appreciation Funds, at Sterling Stamos, She is
responsible for the day-to-day management of the team, as well as having portfolio
management responsibilities. Prior to working with Sterling Stamos, she spent nearly
five years as a trader in the International Equities Division for Merrill Lynch in New
York. Her previous experience includes positions with the Equity Derivatives
Controllers Group at Goldman Sachs and the Financial Instifutions Group at Arthur
" Andersen. '

Ms. Tse received her MBA from The Wharton School. She received her undergraduate
degree in Business from New York University.

Deanna Ho is the Manager, Real Assets and Private Equity, with the Investment Team
responsible for research and analysis for the Real Assets, Private Equity, and Capital
Preservation funds. Her previous positions include Senior Manager at Deloitte &
Touche LLP, as part of the restructuring group, and Vice President at J.P. Morgan
Securities Inc., where she worked in various areas, including early stage private equity
investing, private equity capital raising, and equity capital markets. Before ].P. Morgan,
Ms. Ho worked in the Telecom, Media & Technology Investment Banking Group at
Merrill Lynch where she focused primarily on equity transactions. She began her career
with Chemical Bank, where she completed the credit training program. She holds a BS
degree from Cornell University.

Angella Rainford is a-Senior Associate with the Investment Team, responsible for
conducting manager due diligence interviews and portfolio monitoring. Before joining
Sterling Stamos, Ms. Rainford worked in the Finandal Institutions and

" Media/Entertainment practices at McKinsey & Company in its New York and Atlanta
offices. She also worked in the Public Finance Department at Salomon Smith Bamey.

Ms. Rainford graduated from Harvard University, magna cum laude, with degrees in
Politics and Biochemical Sciences. She received her MPhil from the University of
Cambridge in England in Economics for Developing Countries. -

Courtney Kramer is a Senior Associate in the Investments Group at Sterling Stamos.
Prior to working with Sterling Stamos, she worked at Ortelius Capital Pariners, a
long/short equity and event driven New York based hedge fund of funds. Previous
work experience includes two years in the investment banking division at Rothschild &
Co. in London covering financial institutions. She was also an investment banking
analyst in the global industries group at Merrill Lynch in New York. Ms. Kramer
received her MBA. from The Wharton School and her BA in Psychology from Yale
University.

Saleemah H. Ahmed is a Senior Assodiate in the Investments Group at Sterling Stamos.
She has more than six years of corporate transactional experience, including public and
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Sterling Stamos Employee Blographies
(As of December 8, 2005)

private mergers and acquisitions, joint ventures, secured lending, as well as Leveraged
Buyouts and tumarounds. Ms, Ahmed’s prior work experience includes positions at
American Express Bank Ltd., Morrison Cohen LLP, Shearman & Stezling, in addition to
time spent as a business manager with the Columbia University Translating and
Tutoting Agency (CUTTA). Ms, Ahmed received a joint J.D./M.B.A. with concentration

in Finance from Columbia University School of Law and Business. She graduated with
honors and Phi Beta Kappa from the University of California, San Diego with a BA.in ~
Economics.

Ashok Raju is an Assodiate with the Investment Team, focusing primarily on the
Opportunity Fund along with related research and analysis. Prior to joining Stetling
Stamos, Mr. Raju worked in equity capital markets, specifically in convertible and equity
derivative origination, as well as equity research, at Deutsche Bank Securities in New
York. Mr. Raju graduated from the University of Notre Dame with a BA in Pre-
Professional Studies and History

Michelle Ruvolo is an Analyst with the Investment Team, focused on risk management,
specifically researching the risk paramefers of the firm’s investments and designing,
executing, and tracking hedge overlay strategies. She was previcusly in the Assistant-
Trader Program working in equity opﬁdﬁs at Susquehanna International Group.

Ms. Ruvolo eamed a BA from Stanford University with Honors in Comparatve
Literature with a minor in Mathematics. She eamed her MA in Humanities with focus

in Philosophy from the University of Chicago.

CONFIDENTIAL SSMTO1855467
SSMSAA1856467




1. DUE DILIGENCE QUESTIONNAIRE

(A SterlingStamos

CONFIRENTIAL T SEMT01855468
SSMSAA1855468




DUE DILIGENCE (QJUESTIONNAIRE

1L

Hl.

1v.

CONFIDENTIAL

Firm Background
Investment Strategy
Legal & Regulatory

Operations & Client Sexvice

SSMT01855469
SSMSAA1855469




Due Diligence Guide Sterling Stamos Security Fund, L.P.

Name and address of the Firm. Sterling Stamos
575 Fifth Avenue, 40% Floor

New Yock, NY 10017

Tel: (212) 485-4370

Faxr (212) 485-4371

Contact: Scott Whitcher, Investor Relations

2. i What year was the firm founded? The Ao was founded in July 2002 and officially opened
to outside investors in October 2002,
3. ;| Who arethe key principals, their year of Name Year Responsibilisies
affiliation, and responsibilities?
Peter S, Stamos 2002  General Partuer,
Chaimman & CEQ
Ashok Chachra 2002 Partner,
. Senior Portfolio Manager
Elfen Hoting 2002 Partner,
Portfolio Manager
Saul B, Katz 2002  General Pariner,
Portfolio 8 Business Advisor
David Katz - 2002  General Pariner,
Portfolio & Business Advisor
4. | Describe the ownership structure of the firm. Owoeship Stuctue Quwagrship %
‘ Steeling Parmers 50%
Stamos Partners 50%
5. i What percentage of the key principals’ liquid | Approvimately 20% of the key principals’ liquid net worth
net worth is invested in the Fund? is invested in the Fuad.
6. : Please provide the current number of Total # of Employees 23
employees in each of the following i
categories. Each employee should only be Portfolio Managers 3
Ic:::ler:;ed in their primary role for the purposes | p.... 4 Analysts 5
Operatious 11
Other 4
7. 1 Where are your princlpal otfices? Are there Qffice Type Location Emoplovees
branch offices? Please list the number of ..
employees at each site, Principal New York, NY 19
Branch Menlo Patk, CA 4
8. | What are the other areas of business that Steding Equities Real Estate Development
: Sterling Equitles is involved with? - .
T Steding Amedcan Real Hstate Funds
Propertias
American Securities Private Equity Funds
Capital Partrters
New York Mets and Sports and Entertainment
Brooklyn Cyclones
2
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Due BDiligence Guide Slerling Stames Security Fund, L.P.

What benchmark is appropriate for the Fund | The Fund has been structured primacly to generate

and why? moderate absolute returns, regardless of equity and fixed
income market conditions. Many investors view the Fand
a5 an altemative, or complement, to fxed income exposure.
Given that the Fund has been constructed to be absclute
return oriented, it maybe true that 0o ideal “benchmark”
exists. However, one possible benchmark may be the Fund
is the HFRI Fund-of-Funds Censervative Index (“HFRI
FOF: Conservative ITndex™). ‘This index is used due to its
emphasis on conservative hedge fund strategies thar seek 1o
genecate consistent retucns regardless of equity or fixed
income market conditions, Prmary sub-steategies include
market nentral, fixed income arbitrage, convertible
arbitrage, and other conservative absolute return steategies.

For those investors that view the Fund as an zlternative, or
complement, to fixed income, the Lehman Brothers
Agoregate Bond Index may also be an appropriate
henchmarl.

2. | Please describe your risk and reward Target Return 8% - 10%
objectives? - .
Tasget Standard Deviation 2% - 4%

3. i How does the Fund differentiate itself from The Fund seeks to differensate itself from other fund of
ofhers in the sirategy? funds via the following:

Meaningful Access

The Wilpon and Katz families have been active hedge fund
jnvestors for 20 years, Sterling Stamos leverages these
existing relationships te selectively access and secure
capacity with hedge funds that are often otherwise closed to
new capital. In terms of dicect value added, Dr. Peter
Stamos, the CEQO of Steding Stamos, offers
macroeconomic insights to uaderdying hedge fond
mansgens, the shanng of which further enhances the ability
of Stedling Stamos to access exclusive hedge funds.

Internal Dye Diligence Nerwork

Stedling Stamos leverages the business expertise of its fifty
percent partner, Steding Equities. Founded over 20 years
ago by the Wilpon and Katz families, Steding Equities has
developed deep expertise in hedge funds, private equity,
and real estate. In addidon to providing a perspective that
only experience can generate, the Wilpon and Katz
networks also provide urique proprietary sourcing and due
diligence capabilities.

b114
The CEO Dr. Peter Staros, an Oxford-trained economist,
serves in various board and advisory roles to elite academic,
political, and phitanthropic institutions. These forums and
the access they provide enable Dr. Stamos to engage in
conversations with many of the most progressive and
inflvential thinkers of our ime on macro- and micro-
economic issues that effect the investments mdustry. D,
Stamos’ informed macro view is integrated into the
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Due Diligence Guide . Steding Stamos Security Fund, L.P.

construction and actwe management of the Fund.

Alignment of Interests _

The General Partners intead to maintain fund investments
of approximately 25% of the total firm assets uoder
maﬂagement.

Oppormnistic

The deep, Hquid resources of the GP, combined with the
commitment of the GP, creates the unique ability to both
take advantage of unforeseen opportunities that arise as
well as to provide greater portfolio flexibility through
tebalancing.

Equal Treatment

All LPs are teeated the same. No LP benefits from any
preferential terms (e, fees and liquidity).

The large comsmitment of the GP, coupled with the GP’s
strong relationships with its LPs creates a stable asset
environment.

Hi
.Steding Stamos hgs trust-based relationships with its LPs,

and as such, openty shares all appropriate undedying hedge
fund manager information with its LTs.

4. | How are asset allocation decisions made? 1 Macro ldentify key macroeconomic trends
Economic based upon fundamental analysis,
Analysis technical analysis, and liquidity
trends.
2 Sector Betermine portfolic concentrations
Analysis to specific hedge fund strategres
based on macroeconomic
opportaity set and dsk analysis.
3 Sourcing Identify “best-in-class™ fund

managers and gain access and
capacity with “closed” fuad
managers.

4 Risk/Portfolio  Assess portfolio exposure Emits by
Management  sector, strategy, and fund manager.

5 Investment Finalize allocation 1o each strategy,
Allocation allocate by sub-strategy, and then by
manager. All allocation decisions are
made by consensus, with Peter

Stamos as the final decision maker.

5. i How many analysts do you employ? There are currently 2 total of 3 portfolio mansgers and 5

research analysts responsible for sourcing, due diligence,

and monitoring managers.
6. : Whatls the ratio of sub advisors to analysts? | 5-w-1
7. i How often do you rebalance? The poztfolio is sebalanced on 2 monthly basis.
8. | Describe your due diligence resources and 1 Sourcing The following rescurces are used to

process?
4
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Due Diligence Guide Sterling Stamos Security Fund, L.P,

gather information in the due
diligence process: personal and firm
networks, current investors, existing
managers, industry publications and
events, investrnent bank prime
brokerage contacts, private databases,
and public databases.

2 Anglydcs Prior to an initial meeting with a
prospective fund manager, the due
diligence process starts by gathering
information on the Rind-specific
strategy, including monthly returns,
performance attribution, legal
documents, audited financials, proof
of experience, and references for
each manager. Performance,
liquidity, and conrelations between

" proposed fand managers and existing
fund managers in'the postiolio are
analyzed to identify whether ornot
follow-up intexviews should be
scheduled.

3 Interviews Fhone interviews and on-site visits
are used to gain an understanding of
strategy information such ag
investment idea generation,
philasophy of investing, investment
strategy outlook, poctfolio
construction, differentisting factors
from peer group, position-level data,
decision-making rules, execution
process of trades, quality of team
members, portfolio pricing, and nisk
management procedures.

4 Operational/  Significant emphasis is placed on
Business Due  operational due diligence, which
Diligence includes infrastructure quality, gsk

© management protocol, compensation
structure, appropdate amount of
assets under management, portfolio
liquidity, reference checks, prime
brokerage relationships, credit lines,
etc.

5 Monitoring The asset class and strategy
associated with the underlying fund
manager is monitored on #n on-going
basis to determine market ’
oppertunities and key events.
Weekly performance from fund
mynagers is compared with the
performance of associated
market/asset class to monitor their
performance against the opportunity
set. Regression analysis estimates
style deift and Valve-at-Risk on both
the porifolio and manager level.
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9. | What are your minimum transparency Iet order for managers to be consklezed, they must provids
requirements necessary for a manager to the following information: identification on a monthly basis
receive an investment from the Fund? of top five largest risk.positions, monthly core investment

themes, mouthly wiitten and/or oral dislogue, monthly
and/or weekly performance information.

10. ; What is the minimum length of track record There is no specific minimum teack record for a manager to
necessary for a manager to receive an be considesed. However, 2 manager must have 2 multi-year
investment from the Fund? personal track record at a reputsble fnstitution (buy side,

hedge fund, investment bank) if they are starting their own
investment vehicle.

11. | Please describe the strengths and risks of The Fund’s strategy performs well in madkets that are
the Fund’s strategy, including & market trending within a range, cither up or down, with historicat
description of conditions that would be movements in volatility. Markets thar are flat ar excessively
considered advantageousidisadvantageous - | | lule are not advantageous for the Fund. The major risks
for this strategy. o the portfolio and strategy include a liquidity crisis, a

major geopolitical event, 4 rapid decline in interest rates,
and 2 rapid widening of credit spreads.

12. ; Does the Fund have a high water mark? 1 Yes.

13, ; Does the Fund have a hurdle rate? Yes, 5%.

14, i On average, how many separate sub-advisors | On average, the Fund invests in approximately 30 differeat
doas the Fund invest in? managers,

15. ; Doas the Fund avoid any sectors and/or The Fund generally avoids Commeodity Trading Advisors
strategles? (CTAs) and pure short sellers. In addition, the Fand limits

its exposure to mortgage backed arbitrage funds, and
sector-based long/short equity funds in binaty outcorne
industries {e.g biotech and technology). The view of the
&rm is that generdly, the volatility of these steategies is too
high, and thus not appropriate for investrnent in the Fund.

16. { What has the turnover been of managers in The approximate tumover in managers in the portfolio has
the Fund over the previous § years? been 10%.-

17. { How are investment decislon made? The Portfolic Team, led by Ashok Chachra, develops
strategy, sub-strategry, and manager allocation
recommendations. The team is respoasible for portfolio
construction, tisk management, and the due diligeace
process. Investment decisions are made by team
consensns, with Peter Stamos holding final decision-making
zuthority. An informal investment committee meets
quarterly to discuss the market environment and portfolio
allocations,

18. | Please provide an example of what you - One of the better investment decisions in the Fuad was the
consider to be one of your better investment | gllocation to credit related secategies. In late 2002, post the
decisions and how the investment was WorldCom, Earon, and Adelphia scandals, cradit spreads
realized. had reached historically wide levels. ‘The mecro perspective

of the Fund was that there were opportunities to capitalize
on the excessive selling in the high vield and distressed
market. The decision was made to invest in credit °
strategies thar were well positioned to capitalize on the
tightening of credit spreads, while having the ability to
short credit when approprate. Dudng the same time
peciod of October 2002 to December 2003, credit spreads
between Single B rated industeial bonds and the 10-yeae
Treasury tightened from a high of 878 to 405 basis points.
As aresult, the two managers that were incuded in the
&
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portfolio were two of the best performng managess in the

portfolio for the year.

14, Pleaf:e provide an example of what you One of the weaker investment decisions was madeina
consider to be one of your weaker investment | long/shoct equity manager that had an extensive 10-year
decisions and how the investment was track record of strong performance. The investment fund,
exited. which came highly recommended by close advisors, made

off balance sheetloans to a prvate, self-affiliated, entity
that was not disclosed in any of its position-level data,
quartedy letters, or SEC filings. The company eventually
went bankmpt and was unable to pay back the loan. Asa
sesult, the fund was forced to liquidate its portfolio and
teturn the remaiping capital.

20. i How do you Identify and quantify risk? * Risk is monitored through qualitative and quantitative

: - analysis. The major qualitative dsk (business and
opecational risk) is identified through numerous face-to-
face due diligence interviews with find managess and
through reference checks with the broker-dealer
community and other industry specialists.

Quantitative risk is analyzed using a broad set of risk
management tools 2s parct of the ongoing monitoring
process. A sample of the quandtative elements of risk
management vhilized by the investment team are descrbed

below: .
Partfolio Qg;jmizg‘g. n; A modified mean-vatance

optimization framework by strategy and Portfolio Manager
utilizing historcal menthly performance data.”

Time Serice Analvgis: Covatance and cortelation analysis
it pecformed to corapare the returns of a Portfolio Manages
o its peer group, Portfolio Manager to strategy, and
Portfolic Manager to the overall matket A distribution
cutve is created o measure skewness and kurtosis of the
performance return stream (3 non-nommal distribution).
Finally,  dmwdowna  aitribution and  downside
deviation/recovery analysis is perfoned to determing the
Portfolio Manager's ability to tecover from losses.

Porifolio Value-a¢-Risk: Allocation range limits are set by
sub-strategy and Porfolio Manager. These bmits are
designed to provide a two to three standard deviation
adverse move cushion, assuming normal mardket conditions,
Loss probabilitics are determined through historcd
simulation as well as parametdc methods such as Monte
Caro simulation.

5 i ing: Worst case scenario analysis is
developed through staiviag the covariznce matdy, as well
as through analysis of historical mtums and factor
ohservation outliers.  Qualitative case studies of high
volatlity petiods and adverse moves in key asset classes
{e.g, Russian defanlt, WorldCom) are reviewed to build
“what if”* scenatio testing capabilities,

Style Analysis: Style drift and asset allocafion analyses
help quantify the Portfolio Manageds performance
attribution to the stated strategy and asset class. Factor
sensitivities and factor tilt analysis is performed to
determine andedying drivers of a specific fund manaper’s
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pecformance at different points in time.

21, i How de you manage and control risk? Risk is managed through diversification across strategy,
sub-strategy, and fund managee. In addition, eisk iz
managed through close monitoring of maaagers and peer

group analysis.
22. | How quickly and by what methads do you Initisl investment aflocations are typically a fraction of our
deploy capital additions? , expected long-term position size. Average initisl

invesgments are made-around 1% of the portfolio and can
grow up to 10%. Position sizes are increased or decreased
depending on market opportunities, comfort level with
managers, and overall strategy sllocation limits,

23. i Does the Fund employ leverage? No.
24. | What are the Jimifations on the Fund's use of | Notapplicable.
leverage?
25, i What are the Fund's concentration Congentration Limitations
limitations? : .
Single Manager Allocation  10%
Strategy Allocation 0%
. Sector Allocation Not applicable
Net Market Exposuce Range: (10%) - 40%
26. | Discuss diversification of sub-advisors? Diversification iz a key component in the portfolio

constuction process. ‘The Fund is diversified across
strategy, sub-sirategy, and managers. The average position
size is 3.1% and the largest position is 8.5%.

27. | Diseuss correlation of sub-advisers to each Correlation of maaagets within the portfolio and against
other and to market indices? - each benchmadr asset class is monitored on a monthly
basis.

Is your firm or any affiliate involved with its Steding Stamos is currently in the process of becoming a
hedge fund bustness a Registered Registered Investment Advisor.- The firm intends to
tnvestment Advisor? if an affiliate Is a complete the mgistration process by the end of the year
Registered Investment Advisor, please give 2004,

the name of the affiliate.

2. : Is your firm affiliated with a broker/dealer? If | Steding Stamos is not affiliated with 2 broker/dealer.
so what Is the name of the broker/deater and
is it a member of the NASD? Describe the
nature of your firm’'s refationship with the

broker/dealer,
3. ; Is your firm or any affiliate involved with your ‘| Steding Stamos is not mgistered with any regulatory
" i hedge fund business registered with any agencies. The General Partner and Management Company
other regulatdiy agencies or a member of any { g exempt from registration as 2 Commodity Pool
other self-regulatory organization? Operator with the Commodity Putares T'rading
: - Commission under Rule 4.13(2) 3 and 4.13(2) 4.

4, Ple§se f.'escribe any I'rtlga_tion, complaints, Neither Steding Stamos norits employees have been
arbitration, regulatory action, or dispute nvolved with litigation, complaints, arbitrage, regulatory
invalving your firm ar its employees in the action, or disputes in the post 3 years.
past § years, irrespective of whether involved ’

8
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parties are stifl employed by your firmt or not.
Include the nature of the action and its
outcome if resolved,

5. | Describe any significant outside activities,
including associated time cormmitments of
each of the principals to any outslde funds.

Ellen Horng, Senior Portfolio Advisor and Partner,
scparately managers a small fund-of fucds on behalf of her

family.

6. i Briefly describe any past, eurrent, pending or
threatened litigation (including, but not
limited 1o, any SEC or other regulatory
investigations, audits, or consent decrees),
which Invelves any of the key individuals of
the General Partner, the Generat Partner
itself, or any affiliated entities.

‘There is no current, pending, or threatened litigation
invelving key members of the General Pariner, the General
Pactmeritself, or any affliated entities.

7. | Have any of the key individuals, the General
Partner, or any affillated entities ever (i) filed
for bankruptey or (ii) had any judgments

the circumstances, Also describhe
seftlements or expiration of legal actions
commenced involving the General Partner,
individual General Partners, ar any affiliates,

entered against them? If yes, please describe

8. i ldentify and discuss potential conflicts of
interest that may arlse among the various
individuals and organizations comprising the
General Partner or any affiliated entitles.

Certain inherent conflicts of interest may arise a5 the
General Partner and the Management Company provide
investment management and other secvices to other
investment Partnezships operated by the Fizm, In addifon,
Ellen Horing provides investment management sexvices to
her own fund of fands. Such other accounts may have
investments with certain Portfolio Managers utilized by the
Partnership. To the extent that such Portfolio Managers
limit the amount of assets and accounts that they will
manage, Sterling Stamos may be required to choose
between the Partnership and such other clients in allocating
assets to such Pastfolio Managers. In addition, one or
more of the Portfolio Managers may be affiliated with the
Genera) Parier.

9. { List any additions and departures to
professional staff during the past five years.
Please provide contact information for all
departures; name, position, start date,
termination date, and reasen for departures

Derek 8. Daley (January 2003 — Cctober 2003) Position:
General Counsel, Partner. Reason for departure: Pumsue
pecsonal intezests outside of the Firm.

Tom Olds (June 2002 — Aupust 2002) Posifion: Manager.
Reason for departure: Pursue personal interests outside of
the Firm.

Noreen Harsington (October 2002 — July 2003). Position:
Chief Investment Officer. Reason for departure: Pursue
persenal interests outside of the Firm,

Contact information available upon request.

Does the firm carry Errors & Omissions
{E&O} insurance and in what amounts and
with whom?

10.

No.
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Whao acts as the custodian for the Fund's
assets? ’

Citibank maintains the assets held by the partnership pror
to ar investiment with an underlying fund manager. The
custodian for each undexdying fund manager holds the
actugl secunfies.

2

Does the Fund have an administrator? If so,
who?

RK Consulting, LLC, a Delaware Emited lizbility company,
serves as the Fund's administrator under the overall
direction of the General Partner. As Administrator, RIC
Consulting, LLC pecformas certsin administrative tasks on
behalf of the Fund, including () accounting, (i)
maintesance of the Fund's books and records, (iif)
processing subscrption spplications, (w) ensurng
approptiate decumentation has been provided by investors
in compliance with anti-money laundedng regulations, (v)
preparation of teports and gccounts, (vi) calculation of
estimated net asset value and fees, and (vii) issuance of
communications with limited partners.

Does the administrator calculate the NAVY ..

Yes, the independent administrator calculates the final.
capitdl account balances for the Fund and each limited

i parteter on a monthly basis,

Does an oufside firm audit the financial
statements of the Fund? If so, what s the
name of the auditing firm, and when did this
relationship begin?

The Fund retained Emst & Young LLP s its independent
auditors since inception of the firm. Limited Partners will
receive annual audited financial reporis audited by the
Partership's independent public accountaats, typicaly
within 120 days after the end of the fiscal year,

Please describe your disaster recovery plan.

The disaster recovery plan is designed to sustain and
recover highly eritical books and records of the Fuad. All
books and records of the Fund are held at the principal
place of business in New York, as well as with the Fund’s
outside administrator. The computer network has been
struerired with redusdant architecture for all seovess and
power supplies, afl of which is held at an IBM facility in the
Tdi-State Avea. In addition, all data are backed up on 2
nightly basis on magnetic tapes, which are then stored with
¥ron Mountain, outside the Tri-state area,

Do you provide clients with:

Monthly performance statements  Yes
Monthly commentaries No
Quarctedy letters Yes
Quariedy conference calls No
Annual parteers meeting Yes
Access to information by website %‘glsbe available by

SterlingStamos
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Manager List Assets

T E A B 4] o] E F G H
2 Sterling Stamos
3 Securlty Fund, L.P.
[:
; SR Secutiy
Partinlia Fyrd Nssuts
o o e | Tty e
i1
12 Market Bevtral
13 Cptions Ab Monager A | Closed 1033 1.000
14 Gonvertive A Menngr Al Open | 1938 1350
15 Cawentti Ab Mrager8 | Closed | 1022 1.800
15 Assel Backed Monegee A} Cloted | 1998 F 300
17 Assel Backed Mzeager8 | Livited 1997 350
12 Asset Backed Manager G| Open 2001 100
19 Asset Bngked Manager ¥ | Clasad 2002 1200
20 Fivod bheome Arh ManagerA [ Closed 1599 100
29 Fixed Incame A MoragerB| Osen | 2001 806
22 Fieed Incoma Ah ManagerG | Open 1209 : 5 i
2 MBS At ManzgerA]  Open 1598 1,000
24 stal Ay MenagerA| Cloged 2001 : 4500
25 Muti-Strategy ManaperAj  Cpen 1333 1,500 .
% Muls-Strategy ManagerB] Umied | 2002 350 !
27 Mut-Strategy ManagerG{ Open 1994 3200
28 Mutl-Strategy Mansger D[ Closed 203 330
28 Hut-Smategy Manager | Open 1997 e
a0 Cap St A MaagerA| Umied | 2002 50 |
LT Evont Driven ’ |
2% b Disressas Manzger A | Umited 1923 o
33 Distessed MaiagerB| Gossa | 1989 400 !
a4 Distressed Manager G| Open 185 14z
ag LIS Credit MenagerA | Ciosed | 2002 600
a5 Merger Arb MamgerA}  Open 1995 . =5
a7 Evt ManagerA | Cpen | 2000 120
23 Evenl ManagarB f  Open 2001 650
39 Evenl Mansger G| Closed 1988 8200
49 Equlty Hedgast
41 /S Genernist Manager A | Closad o |
42 S vaua MonagerA ] Closed 1858 25800
435 LIS hbwtf ManagerA | Limies 2002
44 LS M Mawager 8 | Umited 2003 75
45 Glohal
45 Emerging Markels Mwager A | Closed 1853 00
—4; Mamo Manager A | Limiled 2001 260
43 Cash
49 Liquicity 1 maagerAl  Open 204 €713
50 Total
59 Velfund Assets
52 Noter '
53 1. Since each indivicual Portfolio Manager's inception dnte through fune 2034
£y
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11

12

13 3% 28
14| 5% 10
15 £1% 38
15 24% 2B
17 1.9% 43
18 4.4% 25
19; o8t 87
20 35% 32
29 2.0% 1.7
22| 2% 33
23 8.5% a5
24 6% 15
25 2348 17
26 4% 19
27 5.1% 12
28 3.4% 03
2] HA% 1.1
ap| ame |- 22
N
a2 54% 0.9
33 45% T
34 a.7% 15
35 2% 19

—3; 5% 1k}
ar 98% 15
38 63% 22
ag 8% 1.9
| 40

41 139% 94
42 2.3% 1
43 8% 22
44| 21% 19
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45| 14% 05
47 &8% o1
48
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50
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52
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| Security Fund - Historical and Pro Forma Performance

SECURITY FUND MONTHLY PERFORMANCE 1

(Net of All Fees & Expenses)
Unaudited net returns

1998 1999 2000 2001 2002 2003 2004

January
February
March

April

May

June

July

August
September
‘October

November-
December

YD

Source: Sterling Stanzos analysis.

1. Monthly performance prior toOctober 2002 15 generated using pro forma data based on the Octeber 2004 portialio allocation.
Pra forma monthly performance Is net of all underlying manager fees and estimated Sterling Stamos fees. Allocations to managers with
Inception dates subsequent to 1998 ara distributed proportionally to exlsting fund managers.

2. Cctober 2002marks the officlal offering to the publlc.

%ﬁ§%§§@§§§%§§ SECURITY FUND |0
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Security Fund - Historical and Pro Forma Performance
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Sharp Ratio
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| 131 Converibla Arhitage
14 Ascat Backod

15§ Equity Markef Nevlml
16]__Morigage Gacked

(17| Fiedincoma Astitrege ;
i

18] Stel Arhitrogs
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Secutity Fund

A ] €
[
2 SP CAPITAL SECURITY FUND ATTRIBUTION ANALYSIS BY MANAGER - JULY 2004 GROSS PERFORMANGE
3 )
4 FUND MANAGER
)
6 MARKET NEUTRAL Manager # 1
7 Manazer# 2
a |Mangger#3
] |Manager ¥ 4
10 | a5
i1 M: r#s
12 [ rd 7
I Manhaser 3 8
b Manager # &
15 Manal 10
18 Menager #11
a7 - Manager # 12
18 [ #1323
19 M #14
0 . M #418
i Manager ¥ 16
F- Mannges # 17
= Marcager # 18
24
25 .
26 EVENT DRIVEN |Manager # 19
27 Mi 420
28 Managsr # 21
2 Manager # 22
3a Mznager# 23
ET Managor # 24
2 Manager # 25
F- ] Manager § 26
34
35
38 EQUITY HEDGED Manager ¥ 27
K4 Manag_e_riza
2 Manager 30
40 Manager ¥ 31
41 Manager # 32
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A B [+]
42
4“® GLOBAL Manager # 33
45 Manager # 34
46
47
49 Cash
S0 Manager # 35
61
52
53
a5 SP CAFITAL SECURITY FUND ATTRIBUTION ANALYSIS BY STRATEGY - JULY 2004 GROSS PERFORMANGE
&a
a7 FUND MANAGER
58
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£0 Convert Arb
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[ Equity MN
&3 MBS Ab
64 Fl Arh
&5 uity Stat Arb
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87 Co Cap Stucture Arh
[
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18 Cash
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Becurity Fund

MONTHLY ATTRIEUTION

0.00%
0.08%
014%
0.03%
0.02%
0.04%
0.08%
0.01%
0.01%
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'SECURITY FUND
OVERVIEW

' December 2004
Confidential Presentation

A SteriingSlames
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{ontents

= Investment Objective

= Pgrifolio Review

= Alfocation

= Performance

= Summary Statisties

= Terms and Partners

= {iarket Neutra! Managers
a  Event Driven Managers
= Equity Hedged Managers
n ﬁinﬁal Managers

«  Cash Managers

‘This document does not constitule an offer to sell, or a solicitation of an offer to buy the limited partnership interests described
herein, Ne such offer or solicitation will be made prior to the delivery of a definitive offering memorandum and other materials
relating to the matters hezein. Before making an investment dedsion with respect to the partnership, potential investors are
adviged to read cavefully the offering memorandum, the limiled partnership agreement and the related subscription docurments,
and to consult with their tax, legal, and financial advisors.

This décument contains a preliminary summary of the purpose and principal business tezms of the partnership; this summary
does not purport to be complete and ts qualified in its entirety by reference Lo the more detailed discussion contained in the

- private offering memorandum and the actual text of the limited partnership agreement. The General Pariner hag the ability in
{1s sole discretion to change the strategy described herefn.

Thls document is being provided to you on a confidential basis solely to assist you in deciding whether or not to procead with a
fasther investigation of an investment in Sterling Stamos. Accordingly, this document may niot be reproduced in whole orin
part, and may notbe delivered to any person without prior wrilten consent of Sterling Stamos, 575 Fifth Avenue - 40 1, New
York, NY 10017, (212) 485-4370.
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investment Objective

= As an afternative to fixed income, ihe Securily Fund s a multi-manager
portiolio of hedge funds that seeks to achieve the following objectives:

Moderate absolute returns 8-10%
Low volatility _ 2—4%
gj %ﬁ%ﬁ%@%&%ﬁg@g INVESTMENT OBJECTIVE [2
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Security Fund — Porifolic Review

Sk8. FURD FUND  INCEPTIOR AU (HUESTMENT  ANNUALIZED STAMDARD SHARPE
i CARAGITY RETURH DEVIATION RATiG:

Qoo Tz

STRATEGY  gpoaTegy MANAGER  STATUS  DATE

Markel
Neulraf ~ Options Atb
Convert Artb
Asset Backed
FI1 AL
500 MM
- 58 MM
MBS Arb 3 : i 1,000 MM
Satistical Arb

Multi-Strategy

Equity M/N

Cap Steuct Ash

Source: Sterling Stanos analysis.

)
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Sesurity Fund - Porifolio Review

STRATERY S0 FuND FUND  WCEPTION ..  WVESTWENT ANAUALIZED STANDARD SHARPE
STRATEGY MANAGER STATES  DATE RETURH  DEVIATIBN RATIG?

Event S
09

Driven Distressed

LS Credit

Merger Ath

Event

Equi

Hgd;‘{.,d L/5 Generalist
L/5 Value
L/8 Multi

]

Globzl  Emerging Mkis

ol it g

Cash Cash

TR s
Z
=

Sanrce: Sterling Stamos analysis.

1. Performance to reflect dhange in investment team and strategy.
2, Sharpe ratio is based on 5% risk free rate,

PORTFOLIO REVIEW [4

Achrin
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| Security Fund ~ Aflocation

STRATEGY ALLOCATION

Cash
4%

Global
1%

Equity Hedged
18%

Event Driven
14%

Market Neutral
63%

SUE STRATEGY ALLOCATION

Emerging Markels Ci%p
1% &
L/S Multi o Optio_[xs Arbitra%e
15% T - G%
L/S Value Convertible Arbitrage
2% 4%
LIS Generalist Asset Backed Securities
1% 25%
Event Fixed Income Arbitrage
4% A%
Merger Arbitrags Mortgage Backed Seclirities
1% 1%
L/S Credit Statigtical Arbitrage
3% 5%
Distressed Debt i :
: ‘:Str s Multi-Strategy
€%
12%
Capital Structure Arbitra,
v frage Equity Market Neutral
2%

Source: Sterling Stamos analysis.

ASteringSiamas
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Security Fund ~ Performance

MONTHLY PERFORMANCE SINCE INCEFTION

(Mat of All Fess & Fipenses)
naudited nat refors

January

February

fMarch

April

May

June

July

pEadsal i

Rugust

- September

Qctgher

Navember

Rasember

YTD

ém%M?M%Wﬁm

§ ,«%}’é& \:2%5

Source; Sterling Stamos analysts,

1, Qetober 2002 marks the official lzuach w0 the public
2, Based on estimaleas of 12/1/2004.

i
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Summary Siatistics

PASinrin

CONFIDENTIAL

§UMMARY STATISTICS

Fuad Inception October 20021
Firm Assets Under Management 855 MM

Fund Assets Under Management - 248 MM

Average Annuzlized Retum

Standard Deviation 1.8%
Sharpe Ratio 1.82
Number of Managers 35
Number of Positive Moaths 23
Number of Negative Months 3

Source: Slerling Stanios analysis.

1, Celober 2002 marks the offfclal faunch fo the public,
2. Sharpe ratio is based an 5% rick free rate,

SUMMARY STATISTICS |7
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Terms and Pariners

CONFIDENTIAL

TERMS

Legal Structurs

Domestic 3(c)(7) Limited Partnership

investor Eligibility Qualified Purchasers
Minimum investment TS $5,000,000
Management Fee 1% per annum
Performance Fee 5%

Hurdle Rate 5%

High Water Mark Yes

.Lack-up 1-Year

Redempticns Quarterly

Naotize Pariod

90 days prior written notice

General Partner

- S5P Associates GP, LLC

Management Company Sterling Stamos Capital Management, LI
PARTNERS

Lagal Counsel Schulte Roth & Zabel LLP

Fund Administrator RK Consulting, LLC

Auditor Ernst & Young LLP

A SteriingSianes

TERNS AND PARTHERS |8
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Options Arbitrage Manager A

Assels Under Management  $1 Bilfion Lockup None

Furd Status : Closed High Water Mark No Incentive Fes
Minimum Investment $500.000 Redemgplicn Frequency Annuafly (Dee 31)
Fees 1.5% + 0% Rederption Nolice Paried 45 Days

LHE b
1709 5 %&9& 2.10% &

; : 18.40%
3 é 2 e 18.39%
e T s e ode i a8 o TRy 140N
GROWTH OF A UNIT FROM INCEPTION BISTRIBUTION OF MONTHLY RETURNS
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Drod2 Dac-4 -] Dacsl Dol Daimt2 <3t Alo~ 4103 -¥19a 21341 w0 dled Ymd Il Slaa 4wd A
DRAWDOWN GRAPH
Annualized Avarage Geomebic 1355%
s mw e e sen Rolling 12m Average 13.75%
_mi' A ¥ ¢ M Menthly Average Geornetric 1.07%
_‘"} Standard Deviation 3.04%
- _ Average Positive Retumn Monthly 1.20%
i Avarage Negative Return Monithly -B.50%
wmad
aawn}
- Largest Drawdown ~1.40% # Posttive Months ) 131
el Longest Recovary Period 1 # Negative Months 10
Averaga of § Largest Drawdowns -0.84% % Positive Months 92.81%
IARKEY NBUTRAL [2
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Converlible Arbitrage Manager A

Assets Under Management  $1,35Billion Leckup None
Fund Status Open High Water Mark Yes
Minimum Invesiment 51,000,000 Redemptien Frequency Annually

Fees 1%+ 20% Redemption Nofice Period Days

18.42%

1858 m’ég\ : 24.04%
3aT% 1477%.
151% 38 9.91%
1% L —
1934 % 19.14%
-15.22%
24.05%
0.87%
GROWTH OF AUNIT FROM INCEPTION ' DISTRIBUTICN OF MONTHLY REYURNS
#00 .
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. 0
100 =
ne @0
20 »
WW"’% n
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17 )
% € + ¥ 4 s e ransnrang 9 .Wmuqu.,.m.,&v%w 2 .
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ORAVIDGAN GRAPH Annuallzed Average Geometrc 10.36%
N S Relfing 12m Averaga 11.06%
o \ii ;% T”’ {‘ f"" Monthly Average Geometiic 0.83%
. ‘f’ Standard Deviatlen 5.48%
awnd g : Average Posttive Return Monthly v 138%
oy Average Megative Return Manthly -1.58%
4IWlE
3% 3 3
i § Largest Drawdown -17.82% # Positive Months 157
- . Lengest Recovery Period 14 # Nepative Manths 34
Avarage of 5 Largest Drawdowns -8.44% % Positive Months &2.20%
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| Convertible Arbiirage Manager B

L

Assets Under Managemant

Fund Status

Minimurm [vegtment

Fegs -

$1.8 Bifllon
Closed
$1,000,000
2% +25%

Lockup 18 Monthis
High Water Mark Yeos
Redemplion Frequansy Quanterly
Redemption Notice Petiod €0 Days

GROWTH OF A UNIT FROM INCERTION
Paod s
"
o0
: L. M 50
"o
L]
i ,’a/ °
] A
o st 2
MWM L] m z : %
v B regenmesesgievesostettess it S0, 0 SR B T st
e o e e R O At ain s atond Aot ALt Ol Moz 33 3ok gsah T
DRAWDOWN GRAPH
RAWDON Annuafized Average Geometric
Wom  Npd W Wt Uad Raolling 12m Avarage 20.95%
“‘i g 3 ¥ 4 Manthly Average Geomelriz 1.54%
g Standard Doviation 4.12%
) Averaga Postive Retum Monthly 1.78%
amf Averaga Negativa Retum Monthly -1.27%
amé
'Ii‘l
et Largest Drawdown o
o Longest Recovery Paricd 4 % MNegative Menths - .
Averags of 5 Largest Drawdowns -2,64% % Pesitive Months 91.85%
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Asset Backed Manager A

Assets Under Managament
Fund Status

Minimum lnvestment

Feos

$300 Milion Lockup 3 Years )
Closed High Water Marik Yes

$5,000,000 Redemption Frequency 3Years

1% +20% Redamption Notice Period 180 Days

0.03% %

LT i

GROWTH OF A UNIT FROM INCEPTION DISTRIBUTION OF MONTHLY RETURNS
=80 ] o0
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240 i
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DRAWDCAWN GRAPH
o Annualized Avorago Geometric 11.64%
- s ~ e —u Rolling 12m Average - $1.86%
i id N Monthly Averaga Geometric 0.92%
o ¥
m Standard Deviatien 233%
Pt Average Positive Retum Monthly 1.01%
i Average Negativa Return Monthly -0.42%
TAIES-
-«mé Largest Drawdown -1.55% & Positive Months a9
i Lengest Recovary Parlod 2 # Negative Menths 6
Average of 5 Largest Drawdowns -0.62% % Positive Marths. 24.29%
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| Asset Backed Manager B

380 Mitlion
Fund Status Limited Hagh Water Mark Yes
Minimurn investment $1,000,000 Redemption Frequency Quarterly
Fees 1% + 20% ’ Redamption Netlze Parlod S0 Days

‘wmm‘:

vy & Y Mgﬁiﬁ a7
173% 0.82% | & 0.85%
adp 247X |  2,41% 3 ‘f 3

Costs o7 Ceotd e01  Doold  Cocdr  Deeol . . N S —
o s Pioes % A a3 1187 2 oH180 DM A3 Zied a4 43 >

DRAWDGWR GRAPH -
anw - - i Rolling 12m Average
m§ Monthly Average Geametric
ot Standard Deviation
‘“E Average Positive Retum Monihly
o Average Nagative Retum Monthly
i
i Larg .
o Longest Recavary Period 1 # Negative Months
Average of 5 Largest Drawdowns -0.10% 3% Posltive Months 97.85%

%%%“g%%%??i@%ﬁ% Mg NARKET NEUTRAL |53

CONFIDENTIAL SSMT01855503
SSMSAA1855503




| Asset Backed Manager C

Assets Under Management  $100 Million Lockup 1Year
Fund Status Qpen High Water Maxk Yes
Minimute [nvestment 51,000,000 Rademption Fraquancy Annually
Fees : 1.5% + 20% Rademption Notice Parlod 90 Days

GROWTH OF A UNIT FROM INCEPTION DISTRIBUTION OF MONTHLY RETURNS
29 =
3.0 o
160 af T3
5140 2
; w
120 W"‘MM
b
3100 ’,9 . .. - e v
S SEUBROURUR - W R
030 iR Sted L1od Dpad Akl ARD o4 4ins  ~6%
Decd Anbs Cecl R o2 B D3 At
DRAWDOWN GRAPH
Annualized Average Geometric 16.26%
. wd ud e A el 'H'olling 12m Average 13.07%
o ¥y Morthly Average Geometrie 1.26%
o Standard Deviation 4.33%
et : Averages Positive Retumn Monthly 1.50%
-""g Average Negative Retura Manthly -1.09%
ﬂﬂl%
e - Largest Drawdown -2.61% # Positlva Manths 4
wwed Longest Recovary Parlod 4 # Negative Months 4
Average of & Largest Drawdowns «2.17% % Positive Menths 81.11%
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| Asset Backed Manager D

Assets Under Management  $200 Million Lockup 1 Year
Fund Status Open High Water Mark Yes
Minimum Investment $1,000,000 . Redemption Frequency Quarterly
Feas 1.5% + 20% . : Redatnption Notice Periad 180 Days

H00 02
£1.00
L] e x
5100 % 54 ARS H02 dvad D0 Ox1 lml Jd  Jpd 4SS5
ORAWDOWN GRAPH -
Annualized Average Geomatric 2.80%
e Reolling 12m Average A
i Meorthly Average Geometric 0.23%
- Standard Deviation NA
‘_,‘3!‘ Average Positive Rehsms Monthly 0.23%
. E Average Negative Return Monthly NA
~uu-§
] rg0
ami Longest Recovery Patiod NA #Negative Months 1]
Average of § Largest Drawdowns NA % Positive Months 100.00%
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Asset Backed Manager E

Assets Under Management  $1.2 Billion Lockup None
Fund Status Closed High Water Mark No
Minimum Invastment $2,000,000 Redemption Frequency Anntsally
Fees 1.5% + 20% Redemptian Notice Pericd S0 Days

f3s 3
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e
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DRAWDOWH GRAPH
Annualized Average Geometric 13.46%
ln o raw »oh reu it Rofling 12m Average 13.90%
.m§ Monthly Averaga Geornetric 1.08%
o Standard Deviatien 0.82%
] Averaga Positive Retum Mantily 1.06%
i Average Negative Return Monthly 0.00%
.unué
-“DI%
awnd Largest Drawdown 0.00% # Positive Menths 26
wand Longest Recovery Petlod C #Negative Months Q
Average of 5 Largest Drawdavng 0.00% % Posltive Months 100.00%
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Fixed Income Arbitrage Manager A

Assats Upder Management 5100 Mifion Loclayp HNome
Fund Status . Claged High Watar Mark Yes
hinimum lpvestmant 5250000 Radempdon Freguency Quartetly
Fees 0% +30% Radamption Nofice Pariad 30 Dayg

GROWTH OF AUNIT FROM INCEPTION  ~ . DISTRIBUTION OF HONTRLY RETURNS
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PRAWDOWH GRAPH Annualized Average Geometic 15.17% -
T .. . . Relling 12m Average 15.70%
""i ¥ A Monthly Average Geometric 1.18%
e} Standard Dsviation 357%
mg Rvatags Positive Retum Montidy 1.34%
o Average Negative Returh Monthly ~0.45%
-MII;
e
amnd - Largast Deawdown <1.27% # Posltive Mawths 55
4_..,.5 Longest Recavery Paried 1 # Nogative Months &
- Average of 5 Largest Drawdowns -0.57% % Positive Months 71.87%
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Fixed Income Arbitrage Manager B

§500 ockup na
Fund Status Open High Water Mark Yes
Minlmum Investment $3,000,000 Redemptlon Frequency Monthly
Fees . 1% +20% ' Redemption Nolce Pesod 30 Days

GROWTH OF AUNIT FROB INCEPTION DISTRIBUTION OF MONTHLY RETUANS
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- v Monthly Average Geomelric 0.66%
- Standard Deviation 1.98%
- Avemgs Positiva Retum Monthly 0.80%
_“_E Average Negative Raturn Monthly D.47%
'“%
-uo-;
awnd rgest Drawdown -1.81% # Postitive Months =3
wmi Longest Recovary Period 3 # Negative Menths 4
Awverage of § Largest Drawdowns 0.93% % Positive Months 89.47%
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Fixed income Arbitrage Manager C

Assels Under Management  $56 Millon
Fund Status Open
Minimum Investment §1,000,000
Fees 1.5% + 25%

Lockup None
High Water Mark Yes
Redemption Fraquancy Manthly
Redamption Nolice Pedod 90 Days

AfleringSiamos

CONFIDENTIAL

DISTRIBUTICN OF MONTHLY RETURNS
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DRAWDOWH GRAPH ; ; ;
Annualized Average Geome| 82%
W0l et s e Rolling 12m Average 11.41%
ol M Monthly Average Geemetric 0.54%
o Standard Deviation 2.17%
el Averago Positive Retum Monthly 0.98%
i Averags Negalive Retom Monthly 0.37%
woed
s b
- Largest Drawdown -0.38% # Positive Months
o Lengest Recovery Parod 1 # Negativa Menths 2
Avarage of 5 Largest Drawdowns -0.38% % Positiva Months 97.10%
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} Mortgage Backed Securiiies Arbitrage Manaper A

Assefs Under Mahagament 51 Billion
Fund Status Qpen
Nir(mum nvestmeant $3,060,000
Fees 1.5% + 20%

Lockup 1 Year
High Water Mark Yes
Redemptlon Frequency Quarte iy
Redamption Notice Period B0 Days

Hh

CONFIDENTIAL
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Annualized Average Geometric 10.50%
L KEN b W eed SR Ged M Raliing 12 Average 11.42%
§ TR k] Menthly Averaga Geomelric 0.84%
anf Standard Daviation 5.33%
- § Avergge Positive Retum Montidy 1.27%
i Average Megative Return Monthly -4.87%
i
:
""f Largest Drawdown 21,6135 # Positive Manths 74
Horx Longest Recovery Period 23 # Negative Menths S
Avaraga of 5 Largest Dravfowns -6.16% %% Fositiva Months 8367%
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| Statistical Arbitrage Manager A

Assets Under Managemant  $4.8 Biftion Loctup 3Years
Fund Status Closed High Watar Mark Yes . ;
Minimum Investment $5,000,000 Redemption Frequency 143 of Capltal Annuaky . -
Faes 3% + 30% Redemption Nofite Pariod 50 Bays

BROWTH OF A UNIT FROM INCEPTICN
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ORAWDOWK GRAPH -
s e e e wn wn e taw "Ralling 12m Average
....é ¥y o VA W Monthly Average Geometric 1.31%
b Standard Deviation 6.66%
Pt Average Positive Retum Monthly 245%
mi; Average Nagative Retum Montily -1.08%
uzmé
ot Largast Drawdowis -2,18% # Positive Months 32
sl Longest Recovery Pericd . 2 # Negative Months 1
Averaga of B Largest Drawdovwna -1,808% % Posithve Months 74,42%
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Multi-Sfrategy Manager A

Assets Under Managame, Leckup Nape
Fund Status High Water Mark Yas
Minimum Investment $5,000,000 Redemption Frequency CQuarterly
Fees 1.5% + 10% Redemption Notice Period 43 Days

300 L]
n
o a0
2% ®
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DRAWEBOWN GRAPH ;
Annualized Average Geometric 8.56%
UM e wew  mm ued aed Relling 12m Avarage 10.00%
B il * Monthly Average Geometric 0.76%
i ; Standard Deviation 2.85%
i Averagse Posithre Retum Monthly 0.56%
amt Average Negalive Retsn Manthly -0.60%
i
"
wars Largest Drawdown 5.37% # Positive Months 120
wannd Longest Recovery Periad B # Negative Morths 17
Avarage of § Largest Drawdowns -1.63% % Pesitiva Months 87.55%
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Multi-Strategy Manager B

Assets Under Management  $3.2 Blilion Lockup 1 Year
Fund Status Open . High Water Mark Yas
Minimum {avestment $1,000,000 Retempiion Frequenty Anpuaity
Fees 1.25% + 20% Redemption Notice Paried 80 Days

GROWTH CF AUNIT FROM INCEPTION
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PRAWDQWN GRAPH Annualized Average Geametric 16.88%
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sl FE: ¥ *"; ¥ Monthly Average Geometric 1.31%
s ;; H Slandard Deviation 6.64%
ol i Avarage Positive Return Menthly 1.91%
' i Average Negative Return Monthly -1.96%
.
apon
i o Largest Drawdown : -18,3%% # Posilive Months
o d . . Longest Recovery Perlod 10 # Nagative Months
Average of § Largest Drawdowns -6.13% % Posltive Months
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Multi-Sirategy Manager G

¥ ag on p
Fund Status Closed High Water Mark Yas
Minimum Investment $5,000,000 Redemptien Fregquancy rrterly

Foes : 2% +20% Redemption Notica Period 65 Days

GROWTH OF A UNIT FROMENCEPTION : BISTRIBUTION OF MONTHLY RETURNS ’
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Annualized Averags Geometric
L wm il e e e Rolling 12m Average 3.70%
st e’ Monthly Avarage Geometric 0.16%
o Standard Deviation 3.66%
ami Avarage Positive Retum Menthly 0.77%
i Averags Negative Return Monthly -1.04%
-Iﬂ‘é
ami
et Largest Drawdown -5.10% # Positive Months 10
s Longest Recovery Peried " 0 #Megative Months 5
Average of § Largest Drawdowns -5,10% % Positive Months 86.67%
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| Multi-Sirategy Manager D

L
Assets Under Management  $9.9 Billion

Furd Status Closed
Minimum invesiment $5,000,000
Feas 1% + 20%

Lockup None
I%gh Water Mark Yas
Redemplion Froquency Annually (Dec 31)

Rademption Notice Peried 45 Days
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Annualized Average Geometric 15.95%
- —ry - ot FEr] Rulling 12m Average 16.32%
o % % '!' % Menthly Average Geomatric 1.24%
vt Standard Deviation 3.87%
and Average Positive Raturn Monthly 1.39%
i Average Negative Returth Monthly -1.38%
wand
qmé
oy Largest Drawdown -3.37% # Positive Months 168
et Longest Recovery Period 5 # Negative Months 9
Avarage of 5 Largest Drawdowns «2.28% % Positive Months 94.92%
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Equity Market Neutral Manager A

) Lockup Nene
Fund Status High Water Mark Yes
Minimum Invesiment Redemption Frequency Monthly (max 3 times per year)
Fass Redemption Notice Periad 15 Business Days

. msam%i%% %%Ej%
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DRAWDOWN GRAPH Annualized Average Gaometric
-y - o Rolling 12m Average
bk %f”b! ¥ v Manthly Average Geome'ric .
H Standard Deviation 11.23%

Average Positive Return Monthly 2.19%
Average Negative Retum Moenthly =2.32%
Largest Drawdown +11.39% # Positive Months 7
Leongast Racovary Parfod 5 # Nagativa Months 16
Average of 5 Largest Drawdowns -5.61% % Positive Months 82.80%
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| Capital Structure Arbitrage Manager A

Assets
Furd Status
Minlmum [nvestment
Fees

Marnag

Limited
$250,000
1.5% + 20%

High Water Mask
Redamption Frequency
Rademption Notice Pariod
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Average of § Largest Drawdewns

-4.70% % Posltive Months

Annualized Average Geometric 22.58%
Relling 12m Average 20.38%
. Monthly Averaga Geomelrie 1.71%
Sfandard Deviation 7.72%
Average Positive Refum Monthly 2.35%
Average Negative Return Monthly -3.368%
Largest Drawdown =5.20% # Positive Months 25
Longest Recovery Perlod 3 # Negative Months 3

89.29%
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