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Subject: Updated: 11am PST/2pm EST Cc w/Antonis Mléf ﬁ & David
Whitehouse, ML (Peter Ashok, Kevm C.) Dial-in; 265 26?3 Passcode:

044957014 fif
. : i 4 /

Location: Master Calendar

Start:  4/7/2005 2:00 PM
End: 1772005 3:00 PM

Show Time As:  Tentalive

Recurrence: (none)

Meeting Status:  Not yet responded

Required Attendees: Peter Stamos; Chris Stamos; Maria Gagne: Scoit Whitcher; Ashok Chachrs;
Georgette Wong; Samantha Hojo

Resources: Master Calendar

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

P Ko WMo e o K g i ¥

177 Attached are the does that ML hes provided k¢ GP
= W

Securlty Security
Fund Flip Fund
Boak Marketing
Presentation Supplement
(12-04}.pdf {09-04).pdf
(232 kB) (134 8}

Dial-in: 1-866-637-2663
Passcode: 04495701 #
Background info: was invested in several hedge funds from 1997 to 1999 as
a way to leverage their in-house trading. They subsequently determined the
strategy to be meffectlve and liquidated their holdings. However, | is
currently in the final stages of approval for a new mandate to invest in hedge

FoFs. Itis crucial to begin the process with them as soon as possible in order to bes
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i
position Sterling Stamos for one of the two hedge FoFs mvesnéééﬁw ’"g 3
make in 2005. Antonis Mistras is spearheading the hedge fund effof’f’ag?’i” ;
will be on the call.

Thank you so much ...
Best Regards,

Scott

Suntt Whitcher
swhitchar@ SletingStemos.com
hitp:fwww.sterlingstamos.com

875 Fifth Avahue
New Yori, NY 10C17
T 292 485 4370

F 212 485 4371

2405 Serid Ml Roud
Menle Park, CA 94025
TS50 2353 0263

F 850 233 0202

This message is intended only for the vse of ths Addressee and may contah inforreation that is PRIVILEGED and
CONFIOENTIAL. If you wre not the intended reciflent, please tefephare or amail the sender and delete this message ang any
attacniment from your system. if you are not the intended recinlent, vou wust not copy Hs message or allachiment or discloss
ithe contents te any ofher zerscn.

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:/Aww.ml.com/email_terms/
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Subject:

Attachments:

Ashley ! Terry:

£ 11:17 AM

4 effan, Terry (IBK-NY)

- (S ?:,P es; Georgette Wong; Kevm Okimoto
2054511y

Wednesday, Januatyd)
Heise, Ashley (IBK-N
Sharma, Ajay (IBK-NW
Conference Call With

imageQ01.gif

Can you please provide the following Information In connection with our scheduled conference call this
Friday (Jan. 7} at 2 Pl EST:

1) Conference call dial-in number

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

3} As much info about the prospect as possible ~ especially their hedge fund background / experience

Thank you so much ..,

Best Regards,

Scott

Suntt Whitchar

swhitcherg@ Stering Stamos.com
hitp#fwww sterlingstamos.com

CONFIDENTIAL
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&7S Fifih Avehue
New Yok, NY 10017
T 212 488 4370

F 242485 4371

24030 Sand i Road
Maenlo Park, GA 94025
T 450253 0263

F 850 253 0202

This masvage Is Intended oniy for the use of the Addressee and may cortain information that is PRIVILEGED and CONF IDEMTIAL,
if you are not the ntended recipient, plezse telephong ar emei the sender and delets this message snd sny siachment o your
system. if you are not the intendsd racipiant, you must not Sopy this message or afeshinent or dissiose the contenis to any other
FarsOn,

12715  Will follow-up with the dial in number -GP

From: Heise, Ashley (iBK-NY) [a_heise@ml.com)
Sent; Wednesday, December 15, 2004 8:18 AM
To: Giflian Peoples
Cc: Scott Whitcher
Subject: FW; Steriing Stamos:
Impertance: High
Gillian, &0 .
%,
Assuming no conflicts, please put this conference call wil %1 Peler’s calendar for 2:00pm EST DR &

{11:00am PST).  Additional color on the investor and why it 1'% it to lock in a call now s attached

below, Please confizm that this is QK.

Thanks! /

Ashley

Ashley W, Heise
Private Equity Group
Merrilt Lynch & Co,
(212) 449-5701 (phone)
(212) 449-7069 (fax)
a_heise@ml.com

--==-Criginal Message----
From:  Whitehouse, David (IBK-NY)
Sent: Wednesday, December 15, 2004 11:14 AM
To: Spencer Potts (spencer_potts@ml.com); Ashley Winn Helse (a_hsise@ml.com); David Barrett (david_barrett@ml.com);
David Whitehouse (david_whitehouse@ml.com); Kevin Dunfeavy (kevin_dunleavy@ml.com); Mike Ricdiardi
(michael_ricciardi@ml.com); Sean Duff (sean_duf@mil.com); Ajay Sharma (Sharma, Ajay {IBK-NY))
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Subject: Sterling Stamos: DuPont

Team, o :
Tjust spoke witk = ‘and arranged a conference call with Sterling Stamos for

2:00prn on Friday January 7. Ashley you had mentioned this would be a good time to
arrange a call as Peter will be in Menlo - could you please confirm, and I need to send
Antonis Mistras the call-in number and flipbook for the call.

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

david

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

SSMT01238218
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STERLING STAMOS
| Security Fund, L.P,

December 2004

Fidaring s
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| Table Contenis

# Overview of Sterling Stamos
5 Overview of the Securily Fund, L.P,

invesiment Performance

&

¥ nvestment Process

u Professionals

S

Summary of Principal Yerms

3

Underiving Portfelic Manager Performance

% Bample Portfolio Manager Tracking Report

This document does not constitute an offer to sell, or o solicimtion of an offer © bug the limited partnorship inrerests descabed hersing Mo such
offer or solicitation will be made prier to the delivery of 2 definitive offering memorandum and other matenals rolating to the matters hercin, Befoce

king ary inv t decision with tespest to the partnzrship, patential invastars aze advited 1o read carefully the offzong memorandum, the limited
partnership ageeement md the related subscoption documents, and to cansult with their tay, logal, and hiranciel advisors.

This dacument does not pu&poﬂ to be complete and is qualified in its catirety by seference o the more demited discussion conined in the pavate
oHfedng memomadum and the actual text of tha limited parmership apreement. The Genscal Pataer has the ubility in its sele discoation ta change
the strategy deseibed herein.

Al performance information in this documeat is based en information provided by undedying Poctfolio Managers, and dll 2004 informadon is based
on ustimates provided by the undedying Pordolic Managen., Ne teprosentation or warmanty i given as to the accuracy or completencss of the
pecfonmance information contaned in this document,

This documnent is being provided to you on 2 conlidential basis solely te assist you in decidirlﬁ_lwhcdle: ot not to proceed with a further inve stigation
of an invesunent in Sterimg Swmes.” Accardingly, this docement may nat he rpeoduced in whele ox in par, and may not be delivered o any persan
without paor willen censent of Steding Starnos,

ViSwringiene .g
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 Sterling Stamos

| Overview
; UG . X y——— )
Seringiomes ,
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Sterling Stamos
Overview — The Firm and ifs Phi!ospphy

w The Sterling Parinership
- SterBing Equites — real eviate development and pancipal investments

— Sterlinmy Anievionn Propertes - seal eatate fonds

— Axnesican Secodddes Coplital Paroers - pivats agudry funds
Sreriimgy Sporis sad Boteripinament - Mew Yook Mets and Brooklyn Cyclones
Srerting Stamios « imegrated investment arm. of tha Steding Parmership

@ The Sterling Stamos Parlnership
— Bagun as an investoet paxoneesddp on bebedf of the Kata, Wilpon, s Seasaos fansiley
= Mow inchules over 123 fuasilies and nersly 50 hedge fund manazers

¥ The Value of Partrership
= Trust-bosed reladonsbips bult on senspareaty and conumumination,
— Actess Closed moanagess, sourelg, s difiganes, manee paospecives

~ Unmigoe neewods o “collective inmeligeace™

@ Philosophy
— Freat invesions 26 portaers and abways pot thels imerosts fiese
~ Ensen stying pows in the markey
Proweat eapntal and soek consirient, positive retaros (absalnts renan orlentaton)

1

Foltow zhe charge of cum founden: “Tio well by delng good®

FlilariineSlames | ;

Xy
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 Sterling Stamos Security Fund, LLP,
| Overview

PiSimrigiiames | )
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Security Fund
; Overview — Affractive Asset Class / Attractive Structiure

s Why The Hedge Fund Asset Class?

w Skift-hased pedformance (venos tarkes msed)

— Uporate in fege efficient nuuket sprce

— Uneonsirained

—~ Opportenistic

— Levarage

— Iserests sligoed (Portfolio Mamager s invested slongside thedr Limdted Partners)
— Belotivel Younid (guarerly)

— Ffistericafly have generased alpha Govesunenr valug add)

s Why The Hedge Fund of Funds Structure?

— Baduce farwd level rishk theugh dbversification Jow correlated sazi:-étma&giezs}

~ Miigrate risk of single bedge fead manager

— Leverage addivomal fevel of professionsd due diiigence, portfoliv consirustion, god monituting
Aucess o haedgy funds Soe are elosed to aow investors

Ssvess 1o webdpde Tudge fonds gt redationty Tow insestment rafobmm

Comsolidated perlormance and o3 seporing

NN
g
=
&
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| Security Fund
Overview - Alfractive Attributas of the Security Fund

uw Highlights:
— DHversiieds pvalthararegy, maltbanmager
— Low somelatdon m egndty und fived fooms mackets
- Primaddly “non-directional” ~ very Hitde ushedged soudty or Bred incorne madet expusure
— Taoden! asset allocation; active; wppertuniete
— Wownediraedona! stetegies inckosle ralative valoe, evert deven, and squity hedged

= Investment Objective:
— Frgsorve capitsl and enbance wealth by achioving foap-term: gbsohre saturns
— Maoderate ebstluee retirns of 895 — 1% souealiy

— Haingsn oo volarility of 2% - £% annsaily

% Actual Investment Performance (10/01/02 — 11/30/04);
- Annuatized returs of 2.5%
— Ananalizesd stondaxd doviation of 1994
— Apsseiived Shampe xatio of 3.7 (uaing ¢ visl G raee of 1.5%%)

w Alternative / Complement {o Traditional Fixed Income lnovesiments
— Iswricsd equity-like retorng with less than frzed incomesdike rsk
- —~ Oppovienity 1o redues svesll ivvestorea portolio risk wirhone sanrificing remun

B Smringitanes

£

SSMT01238225
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Security Fund
Overview — Differentiating Characiteristics of the Security Fund

# Unigus Macre Econormic Perspactive
— P Starmos’ foyodse ment a3 an advisor to elite scodomie, politiod, and private instindions

# Access to Sterling Equities’ Exparience and Unigue Proprietary Soursing
~ Steriing Stamos is able 0 leverage Sterling Eonites” 40 years of alternative inveeunent sxperience

Access to Closed Funds
— Fund cumrently invested in 14 closed funds with sccess to stditions] i desired

E4

Alignmant of GP and LP Interests

— Stesling $tacs is committed % invest slongside investorent purinecs (I8 of total Pungd assus)

2]

Higher Leve) of Transparenay
— Siwrking Stamos is commined  providing ondedving Postiolio Hanager infommation

23

Higher Level of Liguidity

= Quonerdy Bquidity after isitiad one yoor boclogs

2

No Preferential Terms
— Al Hindted parmers are subjoct w identios} Fund torms (foes, Bguidiny)

-1

-t

A Simrlnnilanes

SSMT01238226
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 Steriing Stamos Security Fund, LP.
| investment Performance

BSeingihen
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| Securlty Fund
Summary Statistics (10/01/02 — 11/30/04)

SUVMMARY STATIGTICS

Fund nception:

Fund Assets Under Management: @ ,?g?;@Miﬂiog

Average Annuallzed Raturn:

Standard Deviation:

Sharpe Ratio:

Number of Managers: 35 )
Numiber of Posttive Months: 23

Numbar of Negative Months; 3

Largest Drawdown: -0.44%

Source: Stesling Stamas anglysis,

1 Ociobor 2002 macks the official offering dase to outsidn invesrs,
2 Sharpe ratio ks based on 1.5% dsk free mte,

P Sewinasngs
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Security Fund
Ccmpanson of Results (1 0/01/02 11/30/04)

Amauai Refum Standard Dev Sharpe Ratzo ‘

SECURITY FUND PERFORMANCE RETURN / RISK COMPARISON
T 51,200 + Scourity Fund
12%
51,150 ,MM &
M 10% .. Secuity
: MNasdaq
ﬁ,-r'/ Ié::m:dﬁgregate Fund k:;:;’;m Index
51,100 _ ™ % i @ Bord Index 4
/A-k ,r'/ S o + $8P 500
o+ Memil Lynch Indax
$1.050 | J.ﬁ" " A - 3 3.adonth T-Bil
M ol — E 4% -
$1,000 éj’ Merrill Lynch
- . 3-Manth T-Bill 2% 4
$650 0% ¥ ¥ * ¥
Sep-02 Dec-02 Mar-03 Jun-03 569-03 Dec03 Mar-04 Jun 04 Sep—04 % 5% 10% 15% 20% 25% 3%

LOW RISK e Slandard DevIatan memm@in HIGH RISK

Source: Steding Stamas analysis.

Visribstilnngs |
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Security Fund
Monthly Performance (net of all fees and expenses)

Unavdited net rekurps

2002 2003 2004

January
February
Mareh
April

Yo 5

Source: Stecling Stamos analysis,

1. October 2002 enads (ha sfficial offering date (o ourside i.r‘wcswu
2 Based on estimate 23 of 12/10/04,

U Stapiinefiiampe | “
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Security Fund
Strategy Alfocation (As Of November 2004)

Cash
4%

Emerging Markets
1%

Eguity Hedged
18%

Event Driven
14%

Market Neutral
63%

Saurce: SKeding Stamos anzlysis.

ElSirineilanns E
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| Security Fund
Sub-Strategy Affocation (As OFf November 2004}

7 Cash Market Neutral

Global <
i. Emerging Markels
1%

Options Ariitrage
&%

Convertible Arbilrage
© 4%

;LS Muti
% 5%
&qg{ly { LS Value Assot Backed Scr,umiq!z
rdge % 2%
i Fixed [neemo Arbitrage
L /s Generalit 4%,
1%
Morlgage Backed Securities
Event 1%
5%
Event Statistical Arbltrage
Even : 5%
Driven Ié.;z Credit
Multi-Strategy
12%

'~ Distressed Debt
6%

Equity Market Neutral
2%

Capial Struclure Arbitrage
4%

Source: Steding Stamos enalysis.

G oL g@ S -
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| Sterling Stamos Security Fund, LP.
| Investment Process

EiSierinesinmss

.
=~
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invesiment Process
Macro Economic Analysis

w ldentify key macro economic trends based upon:
— Yuadumenials

— Tochnicals

= Lamumicdivy

@ Defermine potentiat investment opportunitiss and risks among:
— Asset classey

— {eographics

et

PSis

uSimnes | o

CONFIDENTIAL SSMT01238234
SSMSAA1238234




invesiment Process
Sector Analysis

w Determine direetional portfolic concentrations to spesific hedge fund
strategies based on:

— Mages aconomnic oppormanity rey
— Risk sualysis

ok
L

PAdlaringstones
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Invesiment Process
. Manager Sourcing

# Leverage network and relationships of Sterling Stamus to:
- [dendly emerging resnagers
— {Fbeatn tapaciy with “closed managars®”

% Laverags relationships with investment banks, third-party marketers,
consultants, and research firms to identify Portfolio Managers

g Wilize industry-specific infernal network, databases, newsgapers, and
magazines to identify prospective Portfolio Managers

(A StepingSiamos
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Investment Process
Due Difigance

w Obtain information on fund-specific sirategy, monthly returas,
performance atiribution, and references

z# Analyze performancs, liguidity, and correlations between proposed
Porifolio Manager and existing Porifolic Managers in portfolio

# Conduct interviews and on-site visits fo gain understanding of;
Strategy fposition ovel detail)
— Omperations (lecloion wmateg rides, execstion, wud nfastnictine)

— Risk managoment
— Buelk office infmstrutire .
- {ther procedures {e.g., pontfolio pricing)

gk
i
5%
oy
]
£455
o
&
=
=
bt
e
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| Invesiment Process
[ Porifolio & Risk Management

@ Maintain portfolio exposure limlis by:
— Segicr

— Breategy
— Pordolio Marmger
— Facrors {ceadiy, anser chss, siyle, o)

% Monitor each asset tlass and strategy associzted with underlying Porifolio Managers
ta determine market opportunities and key evénts

» Compare weekly NAYS from Parifolio Managers with performance of associated
- marketfasset class

U4 Stmrinutiamos '

SSMT01238238
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Investment Process
Fortfolio & Risk Management

RISK TOOLS ANALYSIS
M- Vartasve optrseantes moded by suatags and Fuod Mansper ailiedng
Portivlio Opiimization Aintedasl nranthly pesforaszacn dade

Thne Series Analysis

Cavwentance fevrrcltion ayalyele by Bond ban sgereto-Fuad Munager, o
sueateEy; and to-the ek
Diweribarion Gsroe stapping G, Shevanse asd Ko

| Araveduvay antributiaon snd dosasidy davintionfraaovery snalyris

Pordfolio Value-at-Risk

Allsoatiing vauye Hvelts 5o by strategy aod Puand Measger piven & 2.8 stasdesd

aeton wdverse maove fusswaleg weieal tarkor vonditions)

devd
Prahuduifivy of o doeterotinad Yusugh Blaworisal sfoauinion ag el as
serarasids methods snah s Monte Cavle shmuladdon

StressiScenano Testing

Werst eane acarscie anabeas Gorelaped throwph steaeng the covariunng
Frstax and amatyais of Tiserlmd votuots anrd Suer obsenvasians oushars
Erupliontivs case stacies of high volodhoy periade aud adverss suoves in ey
anset ooy {og., Rusing defealt, WaddTon) to bulld fohacif” seevanio

Lostintg: cspabiditiag

Styte Analysis

Byl deift and wsect sflonmion analysis to quoaeify Fund Magagers
nedousanes diitiinim i the stared strptegy wid asser olasa
Fautoy veneitivities sud fyvsror gk amdysie to dotermine undwiyng duvest uf 2

spaafis fund wrowger's porfoemance a¢ §iffseat polms

Ddringilenos
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| Investmeni Process
Ongoing Maonitoring

# Monthly [ quarierdy conference calls to discuss market conditions and
fund performance with each underlying Porifolic Manager

# Review porifolio to assass performance, visk, and allocation on:
~ Weeldy basis by Pocdolio Tenm and Peincipals
— Cranrtedy bosis by Seling Smmos Fyvssunen: Comanitive

LA Srings
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 Sterfing Stamos Security Fund, LP.
: Professionals

Pisisrinatlanes

22
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Professionals
Senior Investment Team
B

TNVESTMENT TITLE EXPERIENC EDUCATION
PROFESSIONAL
A

Ashok Chachra Porifolio Managec MeKinsey & Compary Camegie Mellon University, BS
Partnec Morgan Stanley
Chase Securities

SRR

FOSEERT RU
SR

Saul B, Kae President of Stecling Equities Steding Rquitics Brookla College, BS
General Pactnoc New York Mety and Brooklyn Cyclones ChA
Chajtman of the Boacd, INS-LE)

Eldierlinginmes
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Professionals
investment FProfessionals

i
|
l
I

EXPERICNCE FRUCATION

Bdliant Softwace Solutions, Inc. Indian Institute of Tochnelegy, BS

e

Alphasoft Services, Co. Havier Instiaze of Managemnent, M5
Icici Bank, Limited NYU, Leonacd Stern School of Business, MBA
Emst 8 Young, Private Limited

Visa UUSA Stanford Univemity, BA
Guns.com
Charles Schwab & Co.

Catherine Lin Analgst Mervill Lynch 8 Co. Nanjing Univesity, BS
Renmin Univessity, MS
OCLA, And Sehnol of Managy t, MS

L1 Steripbianes

Ny
[N
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Professionals
Other Investment Professionals

INVESTMENT TILLE EXFERIENCE ERUCATION
PROFESSTON AL

T FoUTERRT

e Al DTN
Chiel Adrministcatve Officer Semmios Asvociater, Inc, (SAT) MeGill University, BA
Geneeal Parmer Whitiker Corporation
Aflantic Richfield
Hughes fiemit

Kaovin Barcelona Chief Financial Officer RK Consulting ' Seton; Hall University, MS

Partoer Dreyfus Comporation Hufstra University, BBA
CPA -

Scott Whitch Investor Relations
Partocr Robectson Stephens California $1are University Fulleston, BA
Collins Associates

MiSheriniames s
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: Sterling Stamos Security Fund, LP,
- Summary of Principal Terms

ViSaring

g
Si
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| Security Fund
Summery of Principal Terms

Legal Struciure:

Prmestie 300 Limind Pargemhin
3o ¥

Investor Eligibiffty:

Cousndilesd Parebasens

Minimum investment:

LIS 9,459,000

Management Fee:

¥ pee annwvin

Performance Fee: 5%
Thresﬁold Rate: 5%

High Water Mark: Yes

Loek-un: 1 Yo

Redemptions: Cpuisseely

Notics Period: Kt dags prdor verlsten goticn

SEGEL e
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 Starling Stamos Security Fund, LP.
| Underlying Portfolic Manager Results

Gl o oy
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Security Fund
Underlying Portfolio Manager Resuifs (through G8/30/04)1

STRATEDY A0E- FUND FUND  INCERTIOH o HIVEETIENT A.Wm TRANFE
" STRATEGY MhNAﬂE ETATUS ?E c.a.mcm DE\ATIOH RATION?
That = s R B2 T 2002 32 STt pE2 i iy

Mgl Optioss as

Cotwer Arb

Asset Backed

FlArb

MBS Art

Statistient Arb

MultSategy

Saurce; Stecing Samos analysis,

1. Sinceinception of each Portfolio Manager.
2, "Sharpe satio i baacd on 5% dik free rate.

MiStaringtunos | .
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Security Fund

E Underlying Porifolio Manager Resuits Continued {through 09/30/04)1

FATE FURD
STRATESY  svravesy MANAGER
Event .

Driven__ Distransad

/5 Cradil
Merger Artb
Event
Eqtity
Hedged
L/S Mult

Glabal Emerging Mkis
Cash Cash

Saurce: Sterling Stemos analysis,

5. Since inception of each Partfolic Manager,
2 Sharpe rabio is based on 5% risk fooe zata,

Piiisringines

CONFIDENTIAL

TNGEATION
'.FUND SYATUSN _DM’E .

INVESYMENT

AHRRUALIZED

STENDARD SHARPE
J¥]
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 Sterling Stamos Security Fund, L.P,
; Sample Portfolio Manager Tracking Report

Heerinpinn
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Portfolic Manager Tracking Report
Sample Options Arbifrage Manager

2 RN S :
U347 653008 by 4 D ot Koo ook a1 ML,
ﬂILELﬁ Thol.lanngvnmws ﬂmlmnlllﬂmllmhﬂnu Lﬁfmmmﬁmlbﬁl Poc¥ 13 1hat, Fa und.l s

]
i Sxch aeed Pomat ol Gompaen € Jehal, d Jev i moe) DARANTAR: Hron 1978 t 1530, e

Rl
ms acdwea ih ot Temd, Hady & [

.nmuwsuwm;unm swneq

Lothop Hore
Furd Stalus HchWelw Mark o Incentive Fag
AU I sinenl 1500 L] Reemplion Fraquancy Anvuly [Dec 3T}
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. Sterling Stamos Security Fund L.P,

Disclosure Statement

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

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

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

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

Executive Summary

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

relative value, event driven, and equity long/short.

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

interest),

The Fund offers investors a unique combination of differentiating attribuies:

* Depth of the Invesiment Team: I addition to having a deep investment tearh with
considerable experience in selecting Portfolio Managers, Fund investors will also benefit

from the unique perspective of its CEQ, Peter 5. Stamos. Mr. Stamos has experience in the
private sector, the public sector, and academia. He has served as the Chief of Staff and
Chief Economist for a US. Senator and has earned awards for teaching excellence at
Harvard University.

» Track Record of Investment Performance: Since opening to investors in October 2002, the
Fund has generated strong risk-adjusted retums, and more importantly, has demonstrated
an ability to praserve capital during tumultuous market conditions. Through the period
ending September 2004, the Fund has generated an annualized net return of 8.2%, an
annualized standard deviation of 1.8%, and an annualized Sharpe ratio of 3.7. The Fund
targets investment returns, net of all fees and expenses, of between 8% and 10%, with low
annual volatility of between 2% and 4%.

*  Access to the Investment Expertise and Experience of Sterling Equities: The Fund has

access to the business expertise of Sterling Equities. Sterling Equities was founded by the
Wilpen and Katz families, who are sophisticated investors with respect fo hedge funds,
private equity, and real estate. In addition to providing a perspective that only experience
can generate, the networks of both the Wilpon and Katz families also provide the Fund with
proprietary sourcing and due diligence capabilities. '

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

active hedge fund investors for 20 years and Sterling Stamos is able to leverage their deep
relationships to access select investment opportunities that may otherwise be closed to the
nvestment community. : -
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Sterling Stamos Security Fund L.P.

* Alignment of GP and LP Interests: As of September 2004, approximately 20% of the key
principals’ liquid net worth is invested in the Fund. In addition, Sterling Stamos is
committed to maintaining an interest in the Fund such that its investment is approximately
25% of total Fund assets. '

= Diversification Across Sub-Strategies: As of September 2004, no more than 30% of the

Fund’s capital is allocated fo any single sub-strategy. The risk-mitigating benefits of
diversification are evident in the Fund, as the underlying sub-strategies have low
correlations to each other. Sterling Stamos continually reviews its Fund asset allocation to
determine the optimal portfolio mix for the current investment environment,

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

* No Freferential Terms: All limited partners are subject to exactly the same Fund terms (ie.
fees and liquidity).
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Sterling Stamos Security Fand L.P,

Fund Performance

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

The Fund has been structured primarily to generate moderate absolute returns, regardless of
equity and fixed income market conditions. Many investors view the Fund as an alternative, or
complement, to fixed income exposure. Given that the Fund has been constructed to be
absolute refurn oriented, it may be true that no ideal “benchmark” exists, However, for
comparison purposes, it is useful to show relevant comparative indices or proxies when
evaluating performance. The chart below shows how the Fund has performed versus the
Lehman Brothers Aggregate Bond Index and the Merrill Lynch 3-Month Treasury Bill Index
since it opened to outside investors in October 2002, The chart on the following page illusirates
the current composition of the Fund by Portfolio Manager and the relevant performance metrics
of each underlying Portfolio Manager,
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= | ehman Brothers Aggregate Bond Index

sz (Merrill Lynch 3-Month Treasury Bill Sae
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Notes:
- Chart constructed using actual net performance figures for the period October 2002 - September 2004

- Sterling Stamos Security Fund performance is net of all fees and expenses
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Sterling Stamos Security Fund L.P,

Fund Composition -
Portfolio Manager Description & Investment Performance

B
Cptions Arb Manager A

Convertlble Arb Manager A
Cenvertible Arb Manager B
Asse! Backed Manager A
Asset Backed Manager B
Assel Bacied Manager C Open 2001 100 16.8% 4.4% 2.5
Asset Backed Manager D Open 2004 200 nfa nia na
Asset Backed Manager E Closed 2002 1,200 13.7% 0.8% a7
Fixed Income Arb Manager A Clesed 1959 100 16,2% 3.5% 3.2
Fixed Income Ard Manager B QOpen 2001 500 B.A% 2.0% 1.7
Fixed Income A Manager C Cpen 1999 55 12.2% 2.2% 3.3
MBS Arp Manager A Qpen 1928 1,000 10.4% 9.5% 0.6
Statistical Atk Manager A Clesed 2001 4,600 17.3% 6.9% 1.8
Multi-Strategy Manager A Open 1993 1,300 9.7% 2.6% 1.7
Multi-Strategy Manager 8 Opan 1994 3,200 17.5% 6.7% 19
Multi-Stralegy Manager C Closed 2003 350 40% 5.4% 03
Mulli-Strategy Manager D Clasad 18390 9,800 18.9% 3.9% 2.8
Equity MM Marager A Qpen 18497 300 17.7% 11.4% 1.1
Cap Struct Arb Managar A
. A il

o

He

R S R hi P
Distressed Manager A
Digtresged Manager 8
Distrosged Manager C
Dt o Manager D
/8 Credit Marager A Closed 2002 600
Marger Art Marager A Open 1985 325
Event Manager A COpen 2000 120
Event Marzger 8 Open 2001 850
Event Managerc Cloged 1988 6,200
/S Generalist Manager A Closed 1983 200

1S Valve Manager A Closed 1998 2,500
L/S Multi Manager A Limited 2002 200
/S Mulli Manager B Limited 2003 137
LS Mull

Manager A

Emerging Markeis Ciosed

Note:
1. Since each individual Portfolio Manager's inception date through September 2004; Sharpe Ratio is based, on 5.0% risk free rate.
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Sterling Stamos Security Fund L.P.

Portfolio Enhancement Opportunity

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

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

introducing hedge fund of funds

to-a tradiional portfolio of stocks
and bonds can enhance the

efficient frontier opportunity sat

Fixed income)
~&— Traditional Asset Mix with 20% Hedge Fund of Funds

Notes:
- Traditional asset mix is a blend of U8, equities (S&P 300 Index) and U.S, fixed income (Lehman Brathers Aggregate Band Index)

- Hedge fund of funds asset mix Is rapresented by the HFRI Fund of Funds Composite Index
- Chart constructed using actual historical performance for the period January 1990 - September 2004
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Sterling Stamos Security Fand L.P,

The Fund’s structure, a hedge fund of funds, is an attractive approach for accessing hedge
funds: '

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

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

» Professional Oversight: Through a hedge fund of funds structure, investors are able to
leverage an additional level of professional sourcing, due diligence, selection, portfolio

construction, and ongeing monitoring.

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

» Consolidated Reporting: A hedge fund of funds structure provides consolidated
performance and reporting, _
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Sterling Stamos Security Fund L.P.

Sterling Stamos Senior Investment Team

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

Peter 8. Stamos: Mr. Stamos is the Chief Executive Officer of Sterling Stamos and is ultimately

responsible for all investment decisions.

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

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

» Pror to working in the public sector, Mr. Stamos was a Principal with Booz Allen &
Hamilton, & Senior Management Consultant with McKinsey & Company, and the Managing
Partmer of the Doblin Group.

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

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

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

Ashok Chachra: Mr, Chachra is the Senior Portfolioc Manager for Sterling Stamos and is

responsible for portfolio manager sourcing, due diligence, selection, portfolio construction, risk

management, and on-going portfolio monitoring,

= Prior to joining Sterling Stamos, he was a Senior Business Analyst with McKinsey &
Company, focusing on assignments in the Financial Services and Healthcare industry
sectors.

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

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

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

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

Managers that employ various investment strategies.

+ Ms. Horing served as Vice President and as Director of Research for Gabelli & Co,, a money
management and brokerage firm. She also served as an Equity Research Analyst at Weiss,
Peck & Greer and was an Equity Block Trader at Merrill Lynch.

10
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Sterling Stamos Security Fund L.P.

* Ms. Horing earned a BA in Economics from the University of Colorado and earned an MBA
in Finance and Accounting from Columbia Business School.

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

investment decisions as well as the management of Sterling Stamos.

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

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

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

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

David M. Katz: Mr, Katz is a General Pariner of Sterling Stamos and is actively involved in the

investment decisions as well as the management of Sierling Stamos.

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

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

¢ Mr. Katzis a Board member of the New York Mets,

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

11
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Sterling Stamos Security Fund L.P,

Investment Process

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

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

Macro Sector Manager Due Rmk'/. On-going
Economic Analysis Sourcin Dili Portfalio Dy sonitorin
Analysis ¥ urcing 1gence fanagement 5

Macro Economic and Sector Analysis

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

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

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

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

Sourcing and Investment Criteria

Prospective Portfolioc Managers are identified and sourced through multiple channels,
including, but not limited to, internal contacts, industry contacts, strategic contacts, industry
events, and commercial databases. The investment team leverages its unique network of hedge
fund managers and contacts in order to gain capacity and achieve - desired portfolio
consbruction,

12
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Sterling Stamos Security Fund L.P.

Transparency of the underlying Portfolic Managers is critical, particularly because Sterling
Stamos generally provides a high degree of transparency to its investment partners. Position
level details of Portfolio Managers, as well as performance and risk metrics, must be accessible
to the investment team on a periodic basis (weekly or monthly).

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

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

- Historical performance statistics

- Performance attribution

- Portfolio exposure

- Volatility analysis

-~ Leverage impact

- Diversification

- Correlation with various market and portfolio factors

+ Qualitative Analysis: The investment team also evaluates several qualitative factors, For
each Portfolio Manager allocation, the investment team must first establish an
understanding of the Portfolic Manager and his or her strategy, team, and approach.
Through muitiple face-to-face meetings, the investiment team seeks to analyze various
aspects of the Portfolio Manager’s business including:

- Quality, reputation, and consistency of the management team
- Demonstrated superior investment skills

- Operational capabilities and stability

- Decision-making processes

- Transparency and openness

- Clearly articulated and repeatable investment strategy

- Consistency of past returns and assets under management

- Amount of personal investment

- Other intangible considerations

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

Due Diligence and Monitoring

The investment team actively employs rigorous up-front due diligence on prospective Portfolio
Managers and applies the same rigor to the ongoing monitoring of Portfolio Managers already
in the Fund. A sample of the due diligence process is described below:

13
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Sterling Stamos Security Fand L.P.

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

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

s Operational / Business Considerations; Significant emphasis is placed on operational due

diligence, which includes infrastructure quality, risk management protocol, compensation
structure, management size for assets under management, portfolio liquidity, reference
checks, prime brokerage relationships, and access to credit.

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

Risk Management

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

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

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

« Porifolio Value-at-Risk: Allocation range limits are set by sub-strategy and Portfolio
Manager. These limits are designed to provide a two to three standard deviation adverse
move cushion, assuming normal market conditions. Loss probabilities are determined

14

CONFIDENTIAL SEMT01238265
‘ SSMSAA1238265




Sterling Stamos Security Fund L.P.

through historical simulation as well as parametric methods such as Monte Carlo
sinulation.

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

capabilities.

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

Investment Decision

- The investment feam develops the strategy, sub-strategy, Portfolio Manager, and portfolio
consiruction recommendations. Investment decisions are made via entire investment feam
consensus, with Peter Stamos having final decision-maling authority. An investment

" committee meets quarterly to discuss the market environment and Fund allocations.

15
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