
Despite the pronouncements of the National Bureau of
Economic Research, it’s not really clear that we’ve even had a
recession. Following the decline in GDP in the third quarter of
2001, to the surprise of many, the fourth quarter produced
growth in GDP initially estimated at a bare 0.2%, subsequently
revised to 1.4%, and then revised again to a very respectable
1.7%. Optimistic commentators argue that that rebound from
the mild and very short-lived downturn is a demonstration of the
economy’s enhanced ability to right itself. Increasing productiv-
ity (even during this recent downturn) and more, better, and
faster information may have permanently lessened recessions’
severity, duration, and frequency. We can hope they’re right.

Still, that quick turn leaves some problems unresolved. The US
trade deficit has grown larger and, at some point, must correct,
threatening the dollar’s current strength and thus adding impe-
tus to interest rate increases. After unprecedentedly rapid and
deep interest rate reductions in 2001, the Federal Reserve is
now signaling that the next direction is up. While inflation
remains tame for now, the Fed considers increasing inflation at
least as likely now as continued economic weakness. The
recent rapid increase in energy prices is just one example.

The increase in the unemployment rate in March presents, we
believe, a mixed signal. Clearly, there is still no robust recovery
in jobs, but the absolute rate (5.7%) remains historically very
low. Moreover, the unemployment measure is a ratio. The
denominator, which includes people looking for jobs (and
expecting to find them), increasing faster than the numerator—
people who haven’t found them…yet—can be a very positive
sign and is usually the case as recoveries begin.

The greatest weight on the market appears to be the fear that
corporate earnings in the real economy won’t measure up to the
very strong market rebound of the fourth quarter of 2001.
Current price/earnings ratios will be very difficult to sustain if
either earnings disappointments or interest rate increases are
on the horizon. The situation could turn very grim if we have
both.

Small Cap Value and Emerging Markets in
Starring Roles

While these conflicting influences produced generally flat market
performance for the first quarter, several equity asset classes,

especially with value orientations, performed very well. The
recent preference for small cap value stocks continued and
emerging markets again turned in strong performance for the
quarter. South Africa, Singapore, Mexico, and Malaysia were up
over 10%; Russia, Thailand, the Philippines over 20%; and
Indonesia and Pakistan over 40%, to cite only a few examples.
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The broad emerging markets contagion that used to occur
whenever any one developing market faltered seems to have
been overcome...at least for now. The emerging markets index
was up 11.67% despite Argentina’s collapse (down over 44%
since the start of the year).

Since we have long encouraged our clients to include sizeable
exposures to these investment opportunities, our clients’ portfo-
lios generally outperformed the major market indexes and pro-
duced very solid absolute results for the quarter.

Overseas Focus
Our interest in overseas investment is much broader than the
emerging markets or the role of non-US securities as part of a
global hedge strategy. Mainstream investment commentators
are increasingly adopting our long held view that the dominance
of the US market and of the US dollar over most of the past
decade or so is vulnerable as we go forward. Some even sug-
gest that overseas investment markets, as a class, are now
poised to consistently outperform the US market for some time
to come. This proposition may be more than most American
investors are prepared to swallow; nevertheless, we are con-
vinced that it is important to put newly intensified patriotism to
one side and objectively assess where the potentially greater
investment opportunities lie.

In the long view, the rest of the world is racing in its efforts to
catch up with what the US economy has already achieved; we
believe it makes sense to put some bets on those potentially
faster runners. But, even in a short range perspective, it is
important to recognize that a great deal of the support for the
US market comes from overseas. As those foreign markets
show more promise to their local investors, capital can quickly
repatriate, adding to overseas markets’ support and reducing
support here – a form of zero sum game that the U.S. has
become accustomed to winning, but which could reverse.
Consequently, we remain convinced that clients will be well-
served by their commitments overseas, in the long run, and per-
haps also continuing in the near term. EAFE outperformed the
S&P 500 modestly and the euro gained a net 1.82% against the
dollar in this past quarter.

This internationalist picture, of course, has some very bleak
shadings. Among those is the Administration’s imposition of
steel tariffs. While perhaps not terribly significant in terms of the

absolute dollar impact on the world’s economy, it is an extreme-
ly bad symbol. The purely short-term and local benefits of pro-
tectionist measures can produce serious long-term threats to
the global economic welfare that free trade supports.

Japan’s recent market spurt (the Nikkei was up 7.50% for the
quarter) was due largely to artificial stimulus and predictably fiz-
zled as the end of the Japanese fiscal year arrived at the end of
March. Longer term, we haven’t given up on Japan, but we’re in
no rush to see our overseas managers expand their holdings in
Japan. When deep structural reforms actually take hold, there
will be ample time to participate in the growth that should follow.

And very sadly, of course, the conflicts in the Middle East are
creating great fear and uncertainty. At best, we may see contin-
uing increases in energy prices and a deterioration of the anti-
terrorist coalition just as that war broadens and elongates. The
several possible worse scenarios are too dismal to describe.

The Year Ahead
Thus, while progress at home is slow at present and many over-
seas problems loom, we believe that the best bet for this year’s
overall investment performance is a positive number. We antic-
ipate continued relative strength in the small cap, value, and
emerging markets themes, but we expect that even aggressive
portfolios are not likely to get beyond 10% returns over the
course of 2002.

Tim Kochis, Editor
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In Future Issues
The Enron debacle and some other examples of executive

enrichment preceding a stock’s price collapse have spawned
much criticism of stock options and renewed cries for more
stringent accounting treatment and/or regulation of options

as a compensation device. Our clients who hold options know
well that we assist them with their effort to make the most of
these wealth-building opportunities. And all readers of these
Commentaries have seen several discussions of our analytical

approaches to stock option optimization. In a future
Commentary, we plan to summarize and evaluate an array of

option “remedies” now being proposed. We hope that this
will help all of us better understand the economic and

political issues at stake and to help our optionee clients
continue to maximize the benefits of their current…and

future…option grants.

Continuing to respond to our clients’ requests for more
information on this topic, we also plan a special article on the

details of our work in selecting and monitoring managers
(either through mutual funds, separate accounts, or

investment partnerships) for our clients’ portfolios. The
positions clients see in their portfolios and the changes that

occur from time to time are the result of the kinds of research
and analysis described in Kacy Gott’s and Jane Zaloudek’s

discussion in this issue’s Manager Watch. More on that
process to come soon.



AMT – PURGATORY???
Tax time causes reporters to search for stories to engage readers;
this year’s story seems to be the Alternative Minimum Tax (AMT).
Forbes labeled it a “killer tax” in its April cover story, and Barron’s
called it the Silent Killer. Readers are led through examples that
are meant to show the inherent inequity of this tax. Ironically, this
tax can be anathema to middle income taxpayers who bumble
along without being able to use qualified tax planning assistance;
while for the wealthy, and the well-advised, the AMT is often not a
material issue. Even for most high-income people, the absolute
dollars at stake are small. Nevertheless, as this article shows, the
AMT can raise the total tax bill for high-income families, enough to
motivate specific action…and specific timing…as advance plan-
ning can help to lessen the burden.

Every article observes that the AMT was originally designed to
catch the “fat cats” who were using “unfair” tax loopholes. The
name itself is misleading since the tax is neither “alternative” (it’s
mandatory) nor “minimum” (you pay the higher of AMT or regular
tax). Perhaps it should be called the Parallel Universe Tax since
the AMT is calculated in parallel with the regular tax, though with
important differences in the treatment of certain income and
expense items. Conceptually the AMT’s lower rate and limited
deductions make it feel like the middle ground between the famil-
iar, graduated tax structure and a “flat” tax.

The following table compares some of the key characteristics of
the regular tax and the AMT calculation methods.

Regular Tax AMT

Starting point Adjusted Gross Income (AGI) Same

Deductions Many (but some have limits) Fewer

State income tax Yes No

Property tax Yes No

Charity Yes Yes

Mortgage (original) Yes Yes

Mortgage (home equity) Yes Sometimes

Additions to income None Some Big Ones

Spread on 

Incentive Stock Options (ISOs) No Yes

Oil depletion allowance No Yes

Private activity bond interest No Yes

Taxable income Lower Higher

Rate for long-term capital gain 20% 20%

Top tax rate 38.6% 28%

Tax you pay Whichever result is higher!

AMT is a lower tax rate applied to a higher taxable income (due to
loss of some deductions and addition of some income). When
AMT is higher than regular tax, you pay the AMT. (Technically AMT
is the amount by which that tax exceeds regular tax: you pay them
both, the regular tax and the AMT extra.)  

Because most taxpayers don’t have sophisticated tax advisors,
they often don’t see AMT coming. That is probably reason enough
to repeal this “surprise tax.” While the higher tax bill may be

sneaky, the actual results are usually not a major burden. Recent
articles in the popular press have sounded the alarm about oner-
ous AMT bills being caused from rare fact patterns such as
medical expenses that exceeded AGI or business expenses that
are recharacterized as AMT-limited itemized deductions. Some
have even suggested, wrongly, that charitable deductions cause
federal AMT. Under some state AMT regimes, notably California’s,
charitable deductions can be penalized by AMT. The following are
typical situations that land our clients in AMT:

■ Incentive stock option (ISO) exercises 
■ “Large” long-term capital gains…such gains could be as

little as 15% of total income.
■ Unusually large state income tax or real estate tax payments

Incentive Stock Options (ISOs). AMT that’s caused by the exer-
cise of ISOs can be considered a pre-payment of tax. That’s
because this way of getting into AMT creates a “minimum tax
credit” which can be used in any future years to offset regular tax
when that is higher than AMT in those future years.

Many people in high tech were slammed by AMT in 2000 because
they didn’t understand that the ISO spread increased AMT taxable
income, and they didn’t have advisors to sound the “sell now!”
alarm as their stock price fell later that year. (Such a “disqualifying”
sale would have converted the ISO into an ordinary, non-qualified
stock option subject to regular tax…at a higher rate, but only on the
smaller taxable spread at that time of sale…along with proceeds,
of course, to pay the tax.)

We were shocked to read in Forbes that to avoid the potentially
onerous AMT due to exercising ISOs, you should “play it safe and
sell the ISO stock soon after exercise.” The analysis is a great deal
more complicated than that. This naïve advice reminds us that we
need to be as proactive as possible with our clients to avoid their
adopting all the free “wisdom” in the popular press.

Long-term Capital Gains (LTCG). The federal LTCG rate of 20%
applies to the gains in both the regular tax and the AMT calcula-
tion. The maximum California tax rate, 9.3%, applies to all forms
of income, including net capital gains. Recall that this state capital
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New Shareholder:
Sandi Bragar, CPA, CFP

We are very proud to have Sandra L. Bragar
become a principle of the firm on May 1st. Sandi

joined Kochis Fitz on May 3, 1999 and
immediately demonstrated her exceptional

talents. She adds significantly to our ability to
enhance the scope and quality of service to our
clients with her very strong technical skills and
superior client-service ethic. Please join us in

congratulating Sandi on being a major addition to
our senior team.

Continued on Next Page



gains tax is deductible on the federal tax return for regular tax but
not for AMT. This means that if you only had capital gains, you’d
be paying AMT because you’d be taxed at a 20% federal rate and
with no allowable state tax deduction. However, if the penalties are
not too great, it can make sense to postpone actual state tax pay-
ments to the next year when they could generate actual federal tax
savings.

Forbes reports that in 1999 Bill and Hillary Clinton paid nearly
$5,000 of extra AMT because their blind trust took a $122,000 long
term capital gain, a tax increase of 4%. Californians with about
$300,000 of compensation and $300,000 of long term capital gain
might pay AMT to the tune of about $9,800 more than regular tax,
an increase of about 3%.

A situation where the AMT catches many people off guard is at the
sale of their long-held principal residence. Many still haven’t fully
absorbed the fact that the Feds eliminated the primary residence
“roll-forward” provision in 1997. Now, even if you buy a more
expensive residence, you are taxed on the gain (including all gain
deferred under the previous provisions) at sale of your old resi-
dence to the extent that that gain exceeds $500,000 (for a couple,
or $250,000 for a single person). This often means for Californians
a large long-term capital gain which could also create some AMT.
The surprise here often is that there is any tax at all, let alone the
small AMT extra. On $1 million of actual gain, that AMT extra
might amount to an additional $12 to $15,000 that probably wasn’t
figured into the mental accounting of even a generally well-
informed taxpayer.

Tax Payments. Because state income tax payments and proper-
ty taxes are deductible under regular tax but not for AMT, large
payments can push you into AMT where you get no benefit.
Sometimes AMT can be avoided by merely making sure the pay-
ment is made in a high-income year, when there’s adequate ordi-
nary income to “absorb” the deduction.

Typically you would match the timing of the state income tax pay-
ments to the year they are incurred and even pay “early” to get the
federal tax deduction early. When AMT is in play, this logic often
reverses.

•        •        •

While the AMT may not be the severe nemesis that many portray,
we eagerly join the chorus for reform or repeal. A tax that is so dif-
ficult for almost everyone to understand and for most people to
anticipate is not deserving of much respect. Let the needs for rev-
enue be met in more straightforward and more obvious ways.

Linda Fitz and Mike Fitzhugh

Manager Watch

Our focus this quarter is on the subset of domestic small cap
stocks following the “growth” discipline. Even though we tend to
weight client portfolios heavily to the value side (3:1 over growth),
we still look for managers to outperform their peers in this catego-
ry as well as the Vanguard Small Cap Growth Index Fund as our
real life category benchmark.

This Vanguard fund benchmarks itself against the S&P 600/
BARRA Growth index. Our two small cap growth funds, Brazos
Small Cap Growth and Navellier Aggressive Growth both use a
different benchmark, the Russell 2000 Growth Index. This tends to
make short-term comparisons more difficult and less valuable.
Rather than change our benchmark, or abandon these managers
because of short-term tracking discrepancies, we prefer to focus
on their long-term results. As you’ll read below, their using the
same benchmark is about the only thing the two funds have in
common.

Brazos Small Cap Growth

Three year annualized return: 8.3%; 1st quarter 2002: -3.6%

Kochis Fitz began using this fund in client portfolios in the 4th quar-
ter of 1998.

Investment Strategy and Process. This fund is managed by a
team utilizing a research intensive, fundamental approach to stock
selection. Theirs is a “growth at a reasonable price” philosophy;
quite different from the more speculative “shoot the lights out”
behavior that is common in the category. They supplement statisti-
cal information with onsite inspections and interviews with senior
management (over 1,000 per year), vendors and customers. In
their own words, they target “good companies operating good
businesses.” Good companies by Brazos’ definition have above
average growth, strong profitability, manageable debt and stable
management. Among the characteristics of good businesses, they
include recurring revenue stream, ability to increase market share,
large market opportunities, and barriers to competitive entry.

The process begins with qualitative and quantitative screens elimi-
nating “flawed” and illiquid stocks from the broad universe. The
team then assesses overall market dynamics and sets target sec-
tor weight “bands” to control top down risk in an otherwise bottom
-up process. Each team member decides upon individual actions

60 Spear Street
We completed our move to 60 Spear Street in
mid-March and we’re now fully operational in
our new home. We tried very hard to have all
of our communications carryover to our new

location without interruption, (and so far as we
know, the transition had very few problems).
However, if this transition did cause you any
inconvenience, we apologize, and we thank

you for your patience.

Remember that all telephone and fax numbers
and email addresses remain unchanged.
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for active stocks in their “sector.” Investment ideas come through
multiple channels, including internal research, external
regional/boutique research organizations, trade shows and dia-
logue with venture capitalists. They also attempt to avoid land
mines by keeping in touch with managers specializing in short-sell-
ing opportunities. The portfolio is constructed across 10-15 sec-
tors but with as much as 25% of the fund exposed to a single
industry. To keep things manageable, they limit the number of
holdings to between 80 and 110, with no one stock making up
more than 4% of the fund.

Although they look to invest at least 80% of the fund in companies
in the market cap range of the Russell 2000 ($500 million to $2.5
billion capitalization), they do not automatically sell a stock once it
passes the $2.5 billion mark. As a result of holding on to more than
a few of these stocks, the median market cap of the Brazos fund
has been at the high end of the of the range (currently just over $2
billion) for several years, causing it to be classified by Morningstar
as a mid cap fund since 1999. Lipper and others have also cur-
rently classified it as a mid-cap fund. By its own definition, howev-
er, Brazos’s own “mid cap” fund has a median market cap of $12
billion.

Why We Like This Manager. This fund has served our clients well
in the small cap growth arena over the long run. When we first
started working with Brazos, we liked the quality and continuity of
the team. That team is still in place today, with the addition of an
analyst two years ago, and we continue to be impressed by the
quality of their research. Small cap growth is an area where active
management can add value, and we believe that the experience of
this team gives them an edge.

We had been concerned about the fund’s ability to manage the
influx of money its success has attracted (total value is now just
below $1 billion). During a visit to our offices last October, mem-
bers of the team told us they were planning to close the fund when
it reached $1 billion. On the last trading day of the first quarter,
they closed the fund to new retail investors. Current and future
Kochis Fitz clients will be permitted to access the fund, but the flow
of new retail cash into the fund is expected to slow down consid-
erably, allowing it to buy smaller companies, thus moving it back
toward a lower level in its target range. Management is very
responsive to our inquiries and we expect to meet with them in our
offices again this quarter.

Navellier Aggressive Growth

Three year annualized return: 6.3%; 1st quarter 2002: -8.2%

Kochis Fitz began using this fund in client portfolios in the 1st quar-
ter of 1996.

Investment Strategy and Process. Unlike Brazos, the Navellier
fund, managed by Alan Alpers, is a “swing for the fences” kind of
fund. Typical of most home-run hitters, it can simultaneously lead
the league with strikeouts (having prolonged periods of underper-
fomance). The stated goal is to achieve highest possible returns
while minimizing risks, but the emphasis is on enhancing returns.
Risk is acceptable as long as one is properly rewarded for taking it
on. Alpers and his team focus on the fastest growing companies
offering innovative products or services to a rapidly expanding
marketplace.

They employ strict quantitative models and a proprietary “black
box” to identify inefficiently priced stocks, narrowing their database

from 7,000 stocks to between 25 to 50 holdings, looking for above-
average reward/risk ratios. There are no formal capitalization
restrictions on this fund (it’s an “all-cap” fund), but it tends to focus
at least 80% of the portfolio on stocks between $100 million and
$10 billion. No more than 25% of the portfolio can be concentrat-
ed in one industry and no more than 10% can be allocated to one
stock.

Navellier’s selection models are designed to identify current trends
in the market in order to take advantage of them. Every quarter,
the fund evaluates the component tests and adjusts their weights
within the models. The process is bent on discerning “what’s work-
ing now.” In order to profit from this analysis, the fund needs to be
able to identify trends and execute trades before they are over.
The concentration in few stocks and market trends of variable
duration can lead to prolonged periods of over- or underperfor-
mance. Notwithstanding weak absolute or relative results in recent
quarters, annualized performance over the past five years is
11.1%, compared to 10.3% for the S & P/BARRA Growth Index.
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Quarterly Conference Call
We have been delighted with the volume and
enthusiasm of response to our recent initial
“conference calls.” After “calls” that were

“recorded only” in January and February, the
March 15th call was our first interactive effort.
That call was also recorded and available for
access 24 hours a day thereafter. We will be

using that real-time interactive/recorded format
going forward.

Thanks to feedback from our clients, however,
we’ve concluded that the frequency of these
calls is too great. Once a quarter is probably

about right. Consequently, we’ll now be
conducting these calls once every three

months, staggered with the publication of each
quarterly Investment Commentaries. The next
call, then, will be toward the end of May, with

future calls in August, November, February, and
so on. We’ll continue to send email alerts in

advance of the specific dates and times.

Thank you, again, for your candid comments on
this and other aspects of our work on your

behalf. We hope that you will find these “mid-
Quarter” calls even more useful as we go

forward.

Continued on Next Page



Why We (Still) Like This Manager. This fund is like a good friend
that doesn’t quite get along with the rest of your circle of friends
and sometimes even makes you question the relationship. But,
every now and then they do something very special. When
Navellier models identify a trend in time for Alpers and his team to
exploit it and it lasts long enough to pay off, it really pays off. A
smoother performance experience would be good, but we don’t
really expect it from this fund.

We have also liked this fund because the manager is very respon-
sive to us. Along with our own accounts, our clients own a signifi-
cant portion of this fund and Navellier has given us unprecedented
access to information regarding it. They keep us in the loop with
regard to dividend distributions, giving us full opportunity to act in
our clients’ interest to avoid unnecessary tax burdens. However,
this is about much more than responsiveness and long term rela-
tionship. Ultimately, it’s about performance. Consequently, we’re
having Alan and his team visit the Kochis Fitz offices in April to
meet with our Investment Committee and then with the entirety of
our client service staff to continue to assure us that they should be
our choice.

•        •        •

In the 4th quarter of 2001, these two funds had returns similar to
each other, but for very different reasons. In the fourth quarter, the
major themes were smaller was better than larger and value was
better than growth. Brazos $2.1 billion median market cap is more
than double the $1 billion market cap of the Vanguard Small Cap
Index. But Navellier’s median market cap is lower still at around a
half billion dollars. In the 4th quarter, Navellier benefited from this

theme (smaller is better) and achieved good results, especially in
the micro-cap area, while Brazos struggled in the mid-cap market-
place.

Additionally, in the 4th quarter, value was preferred to growth.
Here Navellier’s supercharged growth stocks lost out and Brazos
was better off. As a consequence of these offsetting influences,
the two funds ended the fourth quarter with returns around 10%—
good but only about half of the benchmark’s 20% return.

In this most recent first quarter, the funds again turned in poor
quarterly returns as compared to the benchmarks return of 3.6%.
Both of our funds lost money, with Brazos down 3.6% and Navellier
down 8.2%. Their own target benchmark, the Russell 2000 Growth
Index, was down 2.0% for the quarter.

In the case of Brazos, eight stocks (an unusually high number) in
the portfolio suffered sharp declines (dropping 40% or more). With
drops this big, there was little chance for the sell discipline to kick
in until after the damage was done. What’s more, the fund was
underweighted in two sectors that did especially well this quarter:
energy and industrials. Navellier was hurt by the absence of any
significant sustained trends this quarter. Trends would develop
during the quarter just long enough to be identified and then end
just as Alpers and his team executed their trades. This is worse
than if the trends never materialized.

Management at both funds noted that the last two to three weeks
of the quarter seemed like a movement toward “normalcy” in their
ability to exploit the market. Time will tell if that is sustainable or
just another tease. We’re watching closely.

Kacy Gott & Jane Zalondek
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To Our Clients:
As you know, Kochis Fitz Tracy Fitzhugh &
Gott, Incorporated is registered with the

Securities and Exchange Commission as an
investment advisor.

Form ADV Part II is the primary disclosure
document which the SEC requires an

investment advisor to make available to its
clients.

We are happy to provide to you, upon request
and without charge, a copy of our most

recently amended ADV Part IIs. To receive a
copy, please call our receptionist at

(415) 394-6670 or email us at
KF@KochisFitz.com.

New KF Website
We are pleased to announce the first phase of
our new website, www.kochisfitz.com, where

you will find a new interface with updated
text.

In order to access client resources such as
the Stock Option Tool, our Investment

Commentary archive, and a market research
tool, you will need a new UserName and

Password. To request an account, please
email: webmaster@kochisfitz.com.

Additionally, in the coming months, we look
forward to launching the second phase, which

will provide clients access to the positions
and performance data for their individual

portfolios.

We hope that you find this increased
functionality helpful.



3 Years
1st Quarter 12 Months Annualized

2002 to 3/31/02 to 3/31/02

Short-Term Benchmark Index: Lehman Brothers 1-5 Year Gov/Corp Bond
(Taxable) Benchmark Fund: Vanguard Short-term Bond Index -0.1% 5.4% 6.4%

* DFA Two Year Global Fixed Income 0.1% 4.5% 5.3%
Vanguard Short-term Corporate 0.3% 5.1% 6.3%

Intermediate Benchmark Index: Lehman Brothers Aggregate Bond
(Taxable) Benchmark Fund: Vanguard Total Bond Market Index 0.1% 5.1% 6.4%

* DFA Five Year Global Fixed Income -0.4% 3.6% 4.6%
* PIMCO Total Return 0.7% 7.2% 7.3%

Merger -0.7% 0.2% 10.5%

Intermediate 
(Tax Free) Benchmark: Morningstar Muni CA Intermediate Category Avg.    0.3% 2.9% 4.0%

Vanguard CA Insured Intermediate Tax-Exempt 0.3% 2.9% 4.6%

Benchmark Index: 60% Wilshire 5000 and 40% Lehman Brothers Aggregate Bond
Benchmark Fund: Vanguard Balanced Index 0.7% 3.9% 2.1%

Dodge & Cox Balanced 3.3% 11.5% 12.6%
Vanguard Asset Allocation -0.1% 4.3% 1.1%

* Kochis Global Diversified Investors, L.P. (Estimates) 0.0% 0.8%     5.8%
* Undiscovered Managers Multi-Strategy Fund (Since Fund Inception 03/01/02) -0.1% N/A N/A

Index Benchmark Index: S&P 500
Benchmark Fund: Vanguard Index 500 0.2% 0.1% -2.6%

Schwab 1000 0.8% 1.3% -1.9%
Large Cap ETF (SPDR)/Index (Schwab S&P 500) 0.3% 0.2% -2.6%

Value Style Benchmark Index: S&P 500/BARRA Value
Benchmark Fund: Vanguard Value Index Fund 1.3% -4.4% 1.2%

Berkshire Hathaway -5.6% 8.6% -0.1%
* DFA Large Cap Value 6.6% 8.9% 7.6%
* DFA Tax Managed Marketwide Value -0.8% -1.8% 5.5%

Benchmark Index: MSCI EAFE
Benchmark Fund: Vanguard Total International Stock Fund 1.7% -6.4% -4.4%

Growth Style
Artisan International 0.9% -2.6% 7.4%

* Janus Overseas [Closed] -0.4% -7.7% 3.6%

Value Style
Longleaf Partners International 3.6% 4.9% 19.2%

Continued on Next Page

* PREFERENTIAL ACCESS THROUGH KOCHIS FITZ
Sources: Information from sources that we believe to be reliable.
Returns are stated net of managers’ fees, but before Kochis Fitz fees.

QUARTERLY RESULTS: 1st QUARTER 2002

FIXED INCOME

BALANCED

CLASSIC HEDGE

LARGE CAP: DOMESTIC

LARGE CAP DEVELOPED OVERSEAS
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3 Years
1st Quarter 12 Months Annualized

2002 to 3/31/02 to 3/31/02

Growth Style Benchmark Index: S&P Small Cap 600/BARRA Growth
Benchmark Fund: Vanguard Small Cap Growth Index Fund 3.6% 18.2% 10.9%

* Brazos/JMIC Small Cap Growth -3.6% 6.1% 8.5%
Navellier Aggressive Growth -8.2% 3.0% 6.3%

Value Style Benchmark Index: S&P Small Cap 600/BARRA Value
Benchmark Fund: Vanguard Small Cap Value Index Fund 10.4% 26.5% 20.4%

* AXA Rosenberg US Small Cap Institutional 9.3% 23.9% 17.1%
* DFA Tax Managed US Small Cap Value 8.5% 25.3% 21.0%
* DFA US Small Cap Value 11.4% 29.4% 22.6%
* Longleaf Partners Small Cap [Closed] 11.2% 16.8% 12.3%

Benchmark Index: MSCI Small Cap Emerging Markets
Benchmark Fund: DFA International Small Company Portfolio 7.2% 1.2% 3.2%

* Liberty Acorn International 2.4% -7.9% 4.6%

Benchmark Index: MSCI Select Emerging Markets Free
Benchmark Fund: Vanguard Emerging Markets Index Fund 10.4% 17.3% 4.2%

* Brookdale Global Opportunity Fund Not Yet Available
* Oppenheimer Developing Markets 14.0% 11.1% 20.0%
* SSgA Emerging Markets 12.5% 18.0% 5.8%

T. Rowe Price Emerging Markets 11.1% 14.8% 9.8%

* PREFERENTIAL ACCESS THROUGH KOCHIS FITZ
Sources: Information from sources that we believe to be reliable.
Returns are stated net of managers’ fees, but before Kochis Fitz fees.

QUARTERLY RESULTS: 1st QUARTER 2002

SMALL CAP: DOMESTIC

SMALL CAP: DEVELOPED OVERSEAS

EMERGING MARKETS

Privacy of Client Information at Kochis Fitz
In accordance with the requirements of SEC Regulation S-P, we are pleased to provide you with the following information about how we handle your
confidential information.
You provide us with information that is inherently personal and private in nature, and we want you to know that we take very seriously our duty to main-
tain the confidential nature of that information. It is our policy only to disclose information when you authorize us to do so. We take the utmost
care in addressing administrative, technical, and physical safeguards for the protection of your records and information. For example:

• We restrict access to nonpublic personal information to those employees that need to know that information in order to provide services to
you;

• All documents and/or drafts of documents containing any client information that are not required to be maintained are promptly stored in a
sealed container and shredded by a third party;

• Access to electronic data is protected with both external and internal computer network security measures;
• On-site records storage is monitored during business hours to preclude any third party access; and
• We maintain all other necessary physical, electronic, and procedural safeguards in compliance with federal standards to guard your nonpub-

lic personal information.
We collect nonpublic personal information about you from the following sources:

• Information we receive from you in written agreements and on applications or other forms;
• Information we receive from you verbally in the regular course of providing services to you; and
• Information about your transactions with us, our affiliates (Kochis Global Diversified Investors, LLP), or others.

We may disclose nonpublic personal information about you to the following types of nonaffiliated third parties, but only with your authorization:
• Financial service providers, such as asset custodians, mortgage lenders, banking institutions, and insurance agents;
• Professional service providers, such as attorneys, accountants and real estate brokers; and
• Others, as you specify from time to time.

We may disclose nonpublic personal information about you to our affiliates Kochis Global Diversified Investors, LLP and its Managing Partner, Kogotra,
Inc. We may also disclose nonpublic personal information about you to nonaffiliated third parties, but only when doing so is required by law.
If you have any questions regarding these policies and procedures, please contact your primary advisor and he or she can address whatever concerns
you may have in this area.

Michael H. Kossman
Chief Financial and Administrative Officer
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