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UTIMCO

BOARD OF D IRECTORS MEETING

1:00 p.m. - 1:05 p.m.
1:05 p.m. - 1:30 p.m.
1:30 p.m. - 2:00 p.m.
2:00 p.m. - 2:05 p.m.
2:05 p.m. - 2:20 p.m.
2:20 p.m. - 3:00 p.m.
3:00 p.m. - 3:15 p.m.
3:15 p.m. - 3:45 p.m.
3:45 p.m. - 4:30 p.m.
4:30 p.m. - 4:45 p.m.
4:45 p.m. - 4:55 p.m.

4:55 p.m. - 5:00 p.m.

5:00 p.m.

Juane 10, 1996
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Call to Order/_Approval of Minutes of April 17, 1996 Meeting (Tab 1) . . ) “ ;&
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UTIMCO Govemance and Compliance Process (2) 4"
1997 Legislati veIssues - Amendment of Constitution (3) o
Review of Inv estment Performance (4)

LTF Risk Maragement - Value at Risk (5)

Consideration of Divestiture of Tobacco Holdings (6)

Break

Equities - Pres entation by Fayez Sarofim & Co.- Mr. Ralph Thomas (7)
Private Inve stxrments - Presentation by Beacon Group (8)

Fixed Income - Discussion of Short Term Fund Management (9)

Report of Aud it Committee

Appointment of Compensation Committee

Adjournment
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which falls below investment grade after date of purchase. Mr. Hicks then inquired if there
should be a program to invest in high yield or distressed securities. Mr. Holland required that the
in-house staff is too thinly staffed and have no analytical training for such a specialized sector.
Mr. Ricks added that the Asset Management Committee has approved a 10% allocation from the
LTF to invest in publicly traded alternative assets which included high-yield bonds. However,
the asset class was unfunded as the staff was concentrating on diversifying into international and
emerging market equity asset classes first.

Long Term Fund

(No presentation of the Long Term Fund fixed income portfolio occurred because of time
constraints.)

Short/Intermediate Term Fund

Mr. Ricks then asked Mr. Kampfe to review activity in the $1.2 billion S/ITF. Mr. Kampfe
reviewed the S/ITF 2nd quarter summary for the Board. He noted the Fund's slightly bullish
outlook for the months ahead, particularly due to yields reaching their highest levels over the past
9-12 months. He indicated that if the market showed some ability to stabilize at the current
higher yields, the Fund would become significantly more bullish with significant purchases of
securities in the 3-5 year maturity area. “The most significant change in S/ITF assets for the
quarter was a $124.2 million net contribution by Fund participants. The only question
concerning the was from Mr. Fisher who asked if the staff understood how to account for
CMOs. Mr. Kampfe responded that the staff had been investing in CMOs for over ten years and
were confident of their understanding. Mr. Kampfe concluded by reviewing the Fund summary
and holdings.

Short Term Fund

Mr. Ricks reported that the only external fixed income management was in the management of
short term funds. Goldman Sachs Asset Management was engaged in 1988 to manage the $600
million Short Term Fund. The original fee was 30 bps which was renegotiated down in 1993 to
18bps. With the formation of the S/ITF, Fidelity was hired to manage the approximately $100
million liquidity portion of the Fund also for 18 basis points.

Mrs. Montgomery remarked that she believed an 18 basis point fee for short term fixed income
management appeared high. Mr. Ricks replied that the fee included custody and, in the case of
Goldman Sachs, use of the Goldman Sachs trading and reporting system by each of the
component institutions. Management’s review had indicated that the major money funds all
charged 18-20 basis points. The money fund structure and the prohibition against “preferential
dividends” effectively “precluded” the funds from providing fee discounts to larger customers.
As a result, the question was whether management could invest the short term funds for less than
the $1.25 million currently paid on an annual basis. This issue was to be examined by the staff
following completion of the custodian consolidation process at the end of the fiscal year. The
Board agreed as a group that Mr. Ricks should express his concern over the fee and ask the firm
what they might offer in terms of a fee reduction.
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Equities:

Background
Mr. Ricks reported that prior to 1985, the equity portfolio was 100% actively and internally

managed as a single U.S. large cap portfolio. In 1985, following the formation of the Office of
Asset Management, 30% of the asset class was allocated to seven external managers. In 1993,
following Mr. Ricks’s appointment as chief investment officer, the equity asset class was
restructured to increase diversification. Approximately 50% of the asset class was indexed
through Wells Fargo/Nikko. The balance was actively managed through two internally managed
portfolios(20%) and 30% with external managers. Mr. Ricks stated that the majority of the
external managers were terminated as part of the restructuring. In addition, a minority manager
program was established and overall portfolio management expenses were reduced by 25%.

Mr. Ricks also stated that a major objective was to evaluate the current equity management
program in light of the new asset allocation program for the LTF and the excessive number of
managers brought on since 1993. He wanted to first recruit a Vice President - Equities in order
to assist in the process. In response to questions regarding compensation, Mr. Ricks responded
that his market research indicated that he could expect to pay $150,000 plus a 25% bonus. This _
would be a critical recruitment as equities would be the growth vehicle in the future.

U.S. Domestic Equities
Presentation by Austin Calvert & Flavin

Representatives of the firm reviewed their investment style for the $114 million combined equity

~ portfolios which they characterized as relative value with a growth bias. The firm uses a top
down approach to assess the market environment and a bottom up approach to research potential
stocks. The firm evaluates equities on both absolute and relative measures and attempts to fit
them to a model portfolio. The firm then presented its overview of the stock market, expressing
concern about current valuations and making comparisons versus the Japanese stock market prior
to its major correction. The firm stated that it would like the flexibility to hold more cash but
would abide by Mr. Ricks’s instructions to keep cash at minimum levels,

Presentation by Kempner Capital Management
Representatives of KCM stated that their objective was to create real returns and to achieve long

term returns by conserving principal. It concentrated on overlooked stocks paying high yields.
In particular, stocks of companies with high cash flows but where the whole industry or the
company may be depressed for the wrong reasons. Since they don’t buy stocks that don’t
conform to their discipline, they will build cash in up markets which was the reverse of most
institutional investors. As a result, they will achieve most of returns in up markets but not
runaway markets. He pointed out that the UT portfolios had not seen a downturn. Mr. Allen
inquired about the firm’s cash level which was reported to be at 30%.

Emerging Markets
Mr. Ricks reported that the Board LTF asset allocation program contained a 3% allocation to

emerging markets. The staff had delayed funding the allocation until it believed the timing was
appropriate for funding. The staff had proposed funding at the last meeting when the UTIMCO
Board approved funding at the 1.5% level or approximately $20 million with Templeton

Investment Counsel. The Board had deferred funding the remaining 1.5% in order to obtain the
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input of the new UTIMCO Board members. Mr. Ricks reported that due to new contributions
and appreciation, the 3% allocation now represented $50.8 million for an incremental funding
requirement of $30 million. He reviewed an updated comparison of the return and risk
performance for the original five finalists and recommended that the balance of the funding be
committed to Templeton. The general consensus of the Board was that diversification away
from the U.S. equity markets made sense and that the current level of 1.5% did not represent a
sufficient exposure to the asset class to impact returns.

By motion duly made, seconded and carried by a unanimous vote, the Board of Directors
approved the full funding of the 3% emerging markets allocation.

Private Investments:

Thayer Equity Investors III, L..P,

The Thayer principals (Fred Malek, Paul Stern and Rick Rickertsen) made a brief presentation to
the board, citing their individual credentials and accomplishments and discussing their proposed
investment strategy (all of which are contained in the staff’s Thayer Equity Investors III, L.P.
Due Diligence Review and Recommendation).

During the presentation, Mr. Allen expressed reservations as to the achievability of the
principals’ quantitative measure of partnership value added: a 25% or more improvement in cash
flow for each portfolio investment in its first year. Mr. Malek, citing hotels in general and Ritz-
Carlton in particular, stated that increases in cash flow of this magnitude are possible but
conceded that some businesses cannot be expected to produce that result in such a short time
period.

After the presentation, Mr. Evans asked the principals their response to a particular hypothetical
transaction, with a purchase price of $300 million to $500 million, requiring $75 million in
equity. The principals replied that they see similar transactions in the current market and cite CB
Commercial and Ritz-Carlton as two such successful transactions in their track record.

Mr. Hicks asked the principals whether they can work together for a prolonged period. Mr. Stern
replied that his long friendship with Mr. Malek, the stresses of fundraising over the past year and
the fact that their spouses are friends all point toward long-term compatibility.

Mr. Hicks asked what Thayer Capital’s partnership governance procedures are, particularly with
regard to investment decision making. Mr. Malek replied that all three Thayer Capital principals
are equal partners and each investment requires unanimous approval of the partners.

The Thayer principals then left the board room and the UTIMCO board discussed the merits of
the investment. The staff, in summarizing the investment for the board prior to the discussion,
emphasized the level of experience and ability of both Mr. Malek and Mr. Stern and stated that
Mr. Rickertsen’s involvement was likely to mitigate any friction which might be expected to
develop between the other two partners.

Mr. Fisher stated that in his opinion the business reputation of one of the principals led him to
believe that as a partnership Thayer would be short-lived. Mr. Hicks agreed with the staff that
the Thayer principals could produce attractive returns in the current partnership but also agreed
with Mr. Fisher that it was unlikely they would stay together long enough to raise and invest a
second partnership.
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After a short further discussion of UTIMCO policy on partnership continuity, the Board, by
motion duly made, seconded and carried by a unanimous vote , approved a commitment of $20
million subject to further due diligence prior to closing. In voting affirmatively, Mr. Fisher
expressed reservations as to whether the Thayer principals could maintain their partnership over
more than one fund.

(Note: as a result of further due-diligence, the indicative commitment of $20 million was
withdrawn in favor of observing the general partners’ performance in the fund over the next three
years.)

At this point in time, Mr. Allen left the meeting.
Wand Equity Portfolio II, L.P.

Prior to the presentation, Mr. Hicks recused himself from consideration of Wand, citing his 32
year business history with its principals.

The Wand principals (Bruce Schnitzer and David Callard) then made a brief presentation to the
board, citing their individual credentials and accomplishments and discussing their proposed
investment strategy (all of which are contained in the staff’s Wand Equity Portfolio II, L.P. Due
Diligence Review and Recommendation). -

The Wand principals then left the board room and the UTIMCO board discussed the merits of the
investment. The staff, in summarizing the investment for the board prior to the discussion,
emphasized the value remaining in the initial Wand fund’s software and business services
investments, which should result in superior returns at the point they are eventually realized. The
staff noted that investing with the Wand principals over the next 18 months or so is an interim
step on a partnership by partnership (i.e., investment by investment) basis, to be followed by the
raising of a conventional fund in which the staff would propose to participate. The staff also
noted that the relationship between the Wand principals and the staff is expected to be unusually
close, with Wand serving to introduce the staff to a number of co-investment opportunities on an
unpromoted basis.

The staff outlined certain key items on the term sheet not yet agreed to by the parties and
proposed the following position on each: all interim investments prior to the raising of the fund
should be aggregated for purposes of determining payback; the request of the Wand principals to
vary the amounts invested by the general partners for each investment amounts to cherrypicking
and should be denied in favor of a fixed ratio; the Wand proposal to share only 25% of
transaction fees with the limited partners is at the low end of the acceptable range and should be
negotiated up; and the terms under which each of the partnerships can be extended should be
altered to require a vote of the limited partners. Finally, the staff proposed imposing the same
promoted interest hurdle rate for Wand II as for the staff’s incentive compensation program: 500
basis points over the S&P 500 on a dollar-weighted, time-weighted basis.

After some discussion of the staff’s proposed promoted interest hurdle rate computation,
the board by motion duly made, seconded and carried by a unanimous vote (Mr. Hicks
abstaining) unanimously approved a commitment of up to 20% of the club/fund amount
representing $13.125 million initially and then up to $30 million assuming an ultimate
fund size of $150 million. Mr. Evans summarized the board’s particular concerns in
approving this investment: that the Wand agreement should prohibit cherrypicking on the
part of the principals investing as general partners, that all investments should be
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aggregated for purposes of determining payback and that the computation of the
promoted interest be done on the most advantageous terms to U. T.’s interest as possible.

Financial Report--March 1996

Mr. Ricks then presented the Corporation’s balance sheet (unaudited) as of March 31, 1996, the
Corporation s statement of revenue, expenses and changes in fund balance (unaudited) for the
period of March 1, 1996 through March 31, 1996, and the Corporation’s statement of cash flows
(unaudited) for the period March 1, 1996 through March 31, 1996. He stated that there was
nothing to report concerning the Corporation’s first month of operations as operations had
proceeded as expected.

Fiscal Year 1996--97 Budget Parameters

Mr. Ricks stated that the U.T. System, as part of its budget planning for fiscal year 1996-97, had
requested the amount of investment management fees to be charged beginning September 1,
1996. Mr. Ricks added that this was difficult given UTIMCO’s existence for one month. Given
the need for a number, he had submitted a 5% increase over the annualized fee amount for the
second half of fiscal year 1996. The Board indicated that these budget parameters were
acceptable. Mr. Ricks stated that a detailed budget would be submitted for approval at the
August meeting.

Meeting Date

Mr. Ricks stated that the next meeting dates needed to be scheduled. He was instructed to
telephone directors for mutually convenient dates for the remainder of the calendar year.

There being no further business to come before the Board of Directors, the meeting was
adjourned.

Secretary

APPROVED:
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Material to be distributed at the meeting




Education Code

Chapter 66. Permanent University Fund

Section 66.08 Investment Management

(i) The corporation may not enter into an agreement or transaction with a:

1.

2.

3.
(\yé\’jj‘ff%

4,

director, officer or employee of the corporation acting in other than an
official capacity on behalf of the corporation;

business entity in which a director, officer or employee of the corporation
has an interest; _

former director or [;] effeeT [e—employes] of the corporation on or
before the first [secend] anniversary of the date the person ceased to be a

director, officer or employee of the corporation; or

business entity in which a former director or £ ] oificer [or-employee] of
the corporation has an interest on or before the first [second] anniversary

of the date the person ceased to be a director or || effiter [eremployee]
of the corporation.

(j) An agreement or transaction entered into in violation of Subsection (i) is void

(k) For purposes of this section, a person has an interest in a business entity if:

1. the person owns five perceht or more of the voting stock or shares of the

business entity;

2. the person owns five percent or more of the fair market value of the
business entity:
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Education Code

Chapter 66. Permanent University Fund

Sec. 66.02 Available University Fund

The dividends, interest and other income from the permanent university fund shall
constitute the available university fund. All accrued income derived from the
permanent university fund shall be deposited in the State Treasury to the credit of
the available university fund once a month by the fund’s bank custodian fwithin

- » - Q.0 Lo
gy - Pyt irmiey o _ = — Py

Sec. 66.07 Investment Securities and Proceeds -
Add Section 66.07 to read as follows:

a) All securities owned or taken as collateral by the fund may be held in trust in a
bank or trust company designated by the board,;

b) Securities purchased or sold by the fund or taken or released as collateral by the
fund may be delivered to or from the bank or trust company designated by the
board in accordance with normal and recognized practices of the securities and
banking industries;

c) All net cash proceeds from investment transaction of the fund shall be received
and held in trust by the bank or trust company designated by the board and be
fully invested as determined and directed by the board;

d) In this section, “fund” means the permanent university fund and ‘board’ means
the board of regents of The University of Texas System.
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State of Texas Constitution

Article VII, Education

Section 11a. Investment of Permanent University Fund
Paragraph 3

“Annual distributions from the Permanent University Fund in an amount
equal to 5% of the average market value of the Permanent University

Fund for the prev1ous twelve uscal quarters [Ihe_in.te;es.t-,-di-w-dend&aﬁdk

F-und . except the portlon thereof Wthh is approprlated by the operatlon
of Section 18 of Article VII for the payment of principal and interest
thereunder, shall be subject to appropriation by the Legislature to
accomplish the purposes declared in Section 10 of Article VII of this

Constitution.” . s
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THE UNIVERSITY OF TEXAS SYSTEM

Efficient Frontier Analysis

LONG TERM
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Expected Arithmetic Average Return
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Constrained [1]

Unconstrained Frontier

10%

8% }

6% |

4% - -

5% 10% 15% 20% 25% 30% 35%
Risk
School A School B School C UT Current UT Proposed
Asset Class Allocation Allocation Allocation Allocation Allocation
Domestic Common Stocks 30.4% 19.2% 28.7% Cara%\ | 25.0%
Smalt Cap 7.6 4.8 7.4 34 10.0
International Equity 15.0 12.3 14.1 3.9 (12,0
Emerging Markets 5.0 4.1 5.2 0.0 30
Marketable Alternative Assets 2.0 16.6 1.7 0.0 110.0
Non-Marketable Alternative Assets 12.0 12.8 8.9 5.0 rf 10.0
Real Estate 7.0 6.0 12.0 0.0 5.0
Oil & Gas 6.0 1.6 0.6 1.4 5.0
Domestic Fixed Income 10.0 22.6 19.3 i44.9] 15.0
International Fixed Income 50 0.0 2.5 0.0 50
Expected Compound Return 8.1% 1.9% 7.3% 7.9%
Expected Arithmetic Average Return 9.1 88 8.2 8.8
Expected Risk 14.8 14.4 14.4 s 143
Return/Risk 0.61 0.61 0.57 [ 0.62
. Y
.G - i -3
. <N

{1] The constrained curve limits emerging markets, absolute returns investments, venture capital, réal %sta;e{, - 5t

oil & gas to 10% each.

{2] The second constrained curve holds the above limitations, and maintains a floor of 20% on domestic fixed income.
Note: Totals may not add due to rounding. '




[ %?%\W% ] J}\v\v\v\v‘v { %s - %Wmalig%,\\mdﬁuw

F

- & fef
WIN Y

5

%\w 9 S DL EN (i

& A Y 7 i

:z@»;nx_wmnv gy vubww 3 g &.Ha&.éﬁ%

B
(%s5°6) (%¥9) (%g's) £0Z°2£5'v09 vI8'CLL'SYS (9z¥'c¥0'Z8) (1os'291's8) any 18810y
VIN ?\.v 0) << 00§°S01'6.1 ! 0 (c2v'ezy'ie) (ves‘s0z) Koueung
(%9°12) (%£°61) @n mt 96£°168'680°L .,,,ﬁ snw.vun.cca.e.\ (sye'20e'yeZ) (szL'gve'602) Aynb3y
AW 3O %, Se sqy AW Jo % sesou]  [dx3 uO.MMPW.ﬂ%Mm‘K,W dx3 jo ¥, <& 1du| einsodx3 j®jo) o:.wb el NS onjosqy NS [BjusWIBIOUY
,» neeq adAL ¥siy

e e e el ﬁs;_L
- %Q&WV&, i T

-

pejepopy
AW JO %, se sy

peAowes ese 833 085 11 sy ofjos0d (1103 ey O) eBURYS By | <= YSTY [TIUSLWISIO|
081 U SIOTSE 820U} JO HSU BUL <= NS OINOSY

/, 4&\.\\:\5}\\ e i/
%96 081'E10'S0L'} f~2 BsTESs \QS $18'0L2) - onood rejoy
//f R /r’ L
L] % [P e e Y
PO|epON % AN pung jejo) SNEA 1O XSy jejoL

85UBPYUOD %66 UNM 188K JXBU 6] JOAO JNDTO ([IM JRL} SO LUINWIXEIY YL <= ST (¥I01

9661 ‘9Z 64 Jo se sjessy - sEX8) JO »«_toch

poday Aewwng jsiy 3y jeyded

sex3] jo Aysiaauf - poday Aewwing ysty e enden



JINJNISIAI(
JO UONRIIPISUO))




| abed
S a? .@um. g
- o ST
[ 9£1°€6Z2'99$ | mmm.mwh,._é prL'cves 111°198°1$ 968'6Z6°GLS  v9ELL8'SPS
62 9.% 007Z$ 05 16$ 0072<$ 002.%
g9ep'ee lgl'se LSL‘9¢ 808°‘L6Y ZeL'ses
659 /L 88€ 6 pig Ll [4S1* A" 1oL P9
0 0 0 004821 00¥'66
0 0 0 00/, 8¢1L 00l 99
0 0 0 0 00,12
0 0 0 0 00LZ
0 0 0 0 00S'cl
111Gl (5 FA T JA% R 74 968'GC LIS LLL
0 0 0 00£'0EE 009'0€€
0 0 -0 00 0ce 009891
0 0 0 0 00lL'v.
0 0 0 0 006°.
0 0 0 0 000°08
jelol dio) |esisAluNn spuelig wy oul 1SN SILIO dijjiud

SM30]

{JoquINU UBAS }S3JB3U 0} PapUNQI SaJBYS JO JBquINU)

9661 0¢ T¥dV 40 SV SONIATOH 000vEO0l

W3LSAS ‘LN

$IX'000vE0L

anjeA [ejoL
aleys 19d 9oud
sajeys |ejot
paxapu|

SAIOY

sulwwi} puejjoH

X017 Balo
|elde) Jaudway|

wyoseg zohed

pexapul

SAIY

sulwi] puejjoH
x07) Balio
[ende) Jsudwsy|

T

wyoies zafey

\

pun4
X

(And
v



sjenpiAipul Jo jjeyaq uo pans.ind s}ins Jo pus —
jeadde uo pauinpeno auojidin 1886 -
auojIdio
- 89S0y JO Jjleysq uo pajij NS [enpiAlpul Ui jeoued bunj 1oj
o/qel| 3ebbi7 pue pie|jlioT ‘Wd PaInt JNnoo [eJopd) :$86 )
Jabuep Jo aieme
alem SI8yows jely) asuayep |eba| pausyjbusa.lls —

| buisiienpe pue
sjonpoud ajjeiebio jje uo palinbai buiuiem y)jesH :996L

S0861-096}

(‘Ju02) uonebiI] Jo meirey



ejep Bbuipoddns jo jusuwijesouod Aisnpul
pue aunosiu jo saiusdold sAljoippe uo —
bunjows Jo Sjosye [njuiiey Uo JoU SN0/ e
Ajjenuue X001 $ puads o} buibps|d sulilj me| GQ e
8Uuljodiu 0] ,paJoIPPE,
S1eXouws uaoljjitu 0gG [[e 0O jleyaq uo ¢66/1 P3|l «
‘00 000BQO UBOLBWY "SA ouejse) si jsobie|
§}INnS UOHJY SSE[)
uolesned jenpiAipul
buinoud uj \Q:UEE Em\,E:EG 8 $21)0B) MO - mco.m L

WSS S 10 m
- %em)\w, - ,,. M. mus,aa : w7 %( »C., FhAYE .a
Sl ¥ vt FVEG &

( .Eo& cgm@: JO MBINSY



/

/

x\ ’
y

saxe] 8s10xe ajejs Aq b&mo&@&oo .
MoJjoJ (96/G UO sexa] Buipnjoul) sajejs ngo Usnas

~ @esuajep ysu
Jo uondwnsse [enpinipur sy} ajeulle 0} paubisep
| 80UBPING SEB POSN 8q 0] BOUBPIND
\mocmaﬂm buimoye uonesibaj sessed epLojH JO 8JBjS

Ssauj|l pajejed 0ooeqoj bunea.y uj paLinoul
SJS00 pleodlpeyy J8A008. 0} Jins sajyy IddISSISSIp JO 8)e]S

a.ﬂgiiakffr S ——

\ Q\&.\g V\.«\\\.w..u \abu{ vﬁ;&.\ g P \ﬁﬁé -— Qﬁ.\\

o g e PRy e Fsagamsf ooy &\ PRy IS \w\ me.N.\ :m b .\ mo.\ b QE m.N m.wm

o ) & %\Ws\@a\% 2 ) 715 e | Ay
Gt x\ﬁ\ L]

!

K\h& w?\\\a Ju%.\k wjéxea&v.
PR e el Pz et ayery v

s ~2—= ("u09) uonebiyr] Jo mainay

A e 7, sDQ %xm) \_v mw\w\}

w\u._. L TG g S

s v vv\?v\c. B \\ \1&1 VJJH.V nx

s g &:i»w,\\ Speme S BannT o \MV\ANPW
A - . r «

¢



- 7 5
Ry @mm\»u‘.\%& R n.Y\J = ﬂ:

B i Vs P NI L C

N 2
Pyl »&%ﬁ Ppo @ giid el 3&@;\ @ ol el e A N s C R A A x%s%w L9 ppd -

uonelsibsj joeus oj Embam salinbau uopoipsunp ..

‘‘‘‘‘‘‘ e ) v
- %»mv%kvm?w 3&@% m w,%%ﬁ fop .ky i u\@ e &/,a% @?ﬁ.xw .vﬁ%AA swgnk. ¥ N Tt b
R AT e edwins ey ez Sa oy g degl peams Wy Gpuop  wef

iy
& - .1 P . \ - -
Y AT by s j@v Ty W Gawx Wy :& Rt Ty g Ty e i $ 2w

< g b\?kv -

‘J

uorjoipsunf oy wrefo <Qm m:c:._QmE \Sm:bE .

& e o LI -
Bwass e e me 3 VIt et vy T sy e S s wrathagl
. o e

\ T s Y Bl 3&3@% s CRC A o PG = WS S Tyl ww\?ﬁw P

mmﬁmgm@u Ul 8UIJODIU pUE 18] JO S|BAS] JLUI| «
T Q_\__.,, - Jybuno 0ooeqo] ueq .

‘0] Y d+ mojje pinom uonaipsun{ .
m:% e se ) \Emzc SUIJOOIU JO S)o8yd Jey) senbie vy

000Bq0] Jo uonenbay va-



Jlam Ajjeuondeaoxe pauwiiolad arey
uoljebil jo s0eJ ayj ur paiinboe sjusLLISEAUI 000EQO]

ymo.b
sbuiuies annefa. \m:ono.moxm 10J pied jou sey jexiew

uonebi
oijoid ybiy jo spouad buLnp souewousd jood

juswiuodinue uonebni
oY) yim parouw aney Ajealiojsiy ssjdipinw aolid e
(sieak z| S| Jo 6 Ul) $86L 90UIS %GZL Aq
0,61 8oUIs %06/ AqQ «
XepuU] 00Sd’®S 8yl psuwiopiadino sey Aisnpur 0008qo [
!
| oouellioliod

A)Inb3 [eoLI0)SIH JO MaInsY



X 966/ Ul soxe] swoaul uj uoljliq G¢$ pue
) = soexe] 8SI19X9 Ul uolq 1$ Aed o) pajoadxe W4 «

. Predipeyy 1o} saxej esioxe Jo UOHBIIPSP puE 8SBBIU]
w o ybno.yj syins Aionooa. pieaipsyy JO JUSLISJOS

[8A8] 8]B)S Je SUOIeIIILI8I8p
JejIlIS O] pes| p[noys ouejses) JO UOIRIIJILBIBP
| [ena| ajefledde
Je §s800N8S JO Juspadsaid ou sAeY SI1}oR) MBN
uornebijl| Jo UoIIN|OSal O} SENUBAR [BIOASS
pPBJUNOISIPIBAO XSLI UoRbIIT

e .

¥00[INO




Juswabeueyy jeyden tsudway ‘wijoieS zafe .
Jejs [euajul
urejsuiag ‘-soig uewyes] ‘Aeuieg ypuws
'soug uowofes ‘YouAT jLuispy ‘SyoesS uewplos)
spjoy 10 sAnq ‘sAnq Buoujs pajel S)}90jS 000BQO [

SNUNUOI [lIM X8puU| 00Sd®S
sns.ien spoedsoud yimosb Anpsnpur [ejuswepuny BUoyS e

%c bunjows sbeisspun eonpai 0} spoye poddns .

ar T RS, Yo Ym esIwoldwos gusweslbe Asnpul e

ﬁ.ﬁwwﬁ m.% 3{ &w&

(Juoa) xoopno



---------------------------
....................

- suonejoadxe uinjal pajsnipe
)SII JUd.1iNd U0 paseq a.IN}ISOAIP ON e

e ——

UOIIBPUBLLILLIODSY



Founded:
Employee Ownership:

Assets Under Management:
Tax Exempt

Company Characteristics:

Portfolio Structure:

Portfolio Characteristics:

Portfolio Distribution:

Number of Companies:

Cash Holdings:

Ave, Annual Turnover:

Research:

Key Investment Personnel:

k:\users\shared\UTPOFILE.DOC

Fayez Sarofim & Co.
Two Houston Center, Suite 2097
Houston, Texas 77010
(713) 654-4484
1958

90% of firm owned by current, active employees.

$28 billion
$24 billion

U.S. based multinational companies with above average growth rates in earnings
and dividends.

Top down analysis identifies trends or themes to select industry concentration.
Fundamental analysis to implement sector decision with an emphasis on larger
companies.

versus S&P:  P/E =, 5 yr. EPS >, 5 yr. div growth >, ROE > -
Concentrated industry sector bets, diversified within sectors.

40 - 55 (Universe of 400 companies closely watched)

fully invested, unless unusual market circumstances warrant.

5% - 15%

Primary: 80% internally generated fundamental research.

Source: Government agencies, outside consultants,
Wall Street, clients

Fayez Sarofim Russell B. Hawkins

Ralph B. Thomas James A. Reynolds, 11

Raye G. White Russell M. Frankel

William K. McGee, Jr. Nancy V. Daniel

Charles E. Sheedy
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See Due Diligence Memorandum for

Beacon Group Focus Value Fund, L.P.
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