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Item 1 —Cover Page

Sarofim Realty Advisors LLC

8115 Preston Road, Suite 400
Dallas, Texas 75225-6311
Tel: 214-692-4200

Fax: 214-692-4201
WWW.Sraco.com
info@sraco.com

Filing Date: March 31, 2011
Date Amended: March 16, 2020

This brochure provides information about the qualifications and business practices of
Sarofim Realty Advisors LLC. If you have any questions about the contents of this
brochure, please contact us at 214-692-4200 or info@sraco.com. The information in this
brochure has not been approved or verified by the United States Securities and Exchange
Commission (SEC) or by any state securities authority.

Additional information about Sarofim Realty Advisors LLC is also available on the
SEC’s website at www.adviserinfo.sec.gov.

Sarofim Realty Advisors LLC is an investment adviser that is registered with the SEC in
compliance with the Investment Advisers Act of 1940. Such registration does not imply
a certain level of skill or training.
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Item 2 —Material Changes

Filing Date: March 31, 2011
Date Amended: March 16, 2020

In addition to updates made for the passage of time, Sarofim Realty Advisors LLC has made
certain revisions to this Form ADV Part 2A that may be deemed material.

First, we have updated this Form ADV Part 2A to include Scott Fitzgerald as the firm’s new
Chief Executive Officer and chair of the firm’s Investment Committee. Additionally, this filing
reflects the conversion of the firm from a qualified s-corporation subsidiary to a limited liability
company. The reorganization was necessary to accommodate the inclusion of an affiliate of the

real estate firm Wood Partners as a non-controlling, passive member of Sarofim Realty
Advisors LLC.

While we believe the above reflects the potentially material changes contained herein, please
carefully review this Form ADV Part 2A in its entirety.
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Item 4 —Advisory Business

Our History and Organization

Sarofim Realty Advisors LLC was established in 1982 as Sarofim Realty Advisors Co., a
wholly-owned subsidiary of Fayez Sarofim & Co. In February of 2020, Sarofim Realty
Advisors Co. reorganized into a limited liability company and admitted a minority-interest
member in addition to Fayez Sarofim & Co. Sarofim Realty Advisors LLC remains a majority-
owned subsidiary of Fayez Sarofim & Co., which itself is a wholly-owned subsidiary of The
Sarofim Group, Inc. Fayez Sarofim is the majority shareholder of The Sarofim Group, Inc. The
Sarofim Group, Inc. is the corporate parent of a group of affiliated corporations that includes the
firm, three other registered investment advisers, and other business entities. The other registered
adviser affiliates are:

e Fayez Sarofim & Co.
e Sarofim Trust Co.
e Sarofim International Management Co.

Sarofim Realty Advisors LLC is focused on the business of real estate investment counseling and
is registered under the Investment Advisers Act of 1940 and regulated by the Securities and
Exchange Commission. The firm’s registration as an investment adviser does not imply a certain
level of skill or training. Sarofim Realty Advisors LLC is located in one office in Dallas, Texas,
and has approximately 24 full-time employees.

In our 38-year history, Sarofim Realty Advisors LLC has served a broad range of clients through
numerous business cycles. As of December 31, 2019, the firm’s assets under management
totaled $1,521 million. On the same date, the total client assets managed by Sarofim Realty
Advisors LLC and its investment adviser affiliates, were $21,595 million.

Sarofim Realty Advisors LLC is not affiliated with a brokerage firm.

Our Adyvisory Services

Sarofim Realty Advisors LLC provides real estate investment advisory services to a select
number of long-term clients, enabling our principals to be highly involved with each account.

The firm’s Investment Committee is responsible for implementing each client’s investment

strategy and approving all investment decisions. The Committee, which is comprised of senior
investment professionals, is chaired by our Chief Executive Officer, Scott Fitzgerald.

Sarofim Realty Advisors LLC Form ADV Part 2A -Brochure Page 4 of 27



Investment Types

The firm manages office, retail, multifamily, and land investments located nationwide. We seek
acquisition and development opportunities in most property types. Our investments vary in risk
profile from stabilized core properties with relatively low risk to value-add or opportunistic
assets that are identified as market dislocations and designed to deliver a higher return. The
investment type and risk profile of the properties we acquire are based on the individual client’s
portfolio management strategy, investment objectives, cash flow and income requirements, and
existing investments.

We offer investment advice on various types of investment structures, including but not limited
to: partnership interests, limited liability company interests, private real estate investment trusts,
title holding corporations, and direct equity investments.

Sarofim Realty Advisors LLC has entered into an investment advisory agreement with Sarofim
Trust Co., an affiliated registered investment advisor, regarding a real estate trusts for which
Sarofim Trust Co. serves as trustee. According to the agreement, Sarofim Realty Advisors LLC
provides continuous investment management and recommendations regarding the investment of
the funds in the trust. In exchange, Sarofim Realty Advisors LLC receives a payment from
Sarofim Trust Co. for a portion of the fees that Sarofim Trust Co. is entitled to receive for its
services as trustee. Under these agreements, Sarofim Realty Advisors LLC makes investment
recommendations but is not authorized to implement them without the approval of Sarofim Trust
Co.

Discretionary and Non-Discretionary Accounts

Sarofim Realty Advisors LLC will manage clients’ assets on either a fully discretionary basis or
a non-discretionary basis. With full discretionary authority for an account, we can do the
following without obtaining client consent:

e Determine which assets to buy or sell

e Determine the total amount of assets to buy or sell, subject to available funds
e Determine the broker through which securities are bought or sold

e Negotiate with the selected broker commission rates for transactions

Item 12 beginning on page 19 of this brochure provides more information on the firm’s
brokerage practices, and Item 16 beginning on page 24 discusses investment discretion.

If services are provided on a non-discretionary basis, we give the client investment advice, but
we do not have the authority to implement our recommendations without the client’s approval.

As of December 31, 2019, the firm managed for clients $199 million in assets on a discretionary
basis and $1,322 million on a non-discretionary basis.
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Other Services

Sarofim Realty Advisors LLC may from time to time render investment advice through
consultations and may, in this regard, analyze special real estate situations involving
acquisitions, dispositions, or other transactions. Fees for such services may be computed on an
hourly basis or may be fixed at a specified amount per month, quarter, or project. Such fees will
be negotiable and will consider factors such as the time spent by Sarofim Realty Advisors LLC
and the size of the transaction.
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Item 5 —Fees and Compensation

Advisory Service Fees

Sarofim Realty Advisors LLC fees generally consist of initial and quarterly investment
management fees calculated as a fixed percentage of funds under management. The advisory
fees are negotiated on a client-by-client basis and may include non-recurring transaction and
incentive fees as well as recurring account advisory fees. The recurring account advisory fees
may be based on underlying property value, in which case, value is generally determined by the
lower of internal or external appraised value.

Our Billing Practices

The firm’s fees are billed according to the advisory agreement with the client. Current
arrangements include quarterly billing in arrears, quarterly billing in advance, and monthly
billing; however, the timing and frequency of billing may vary by client.

Third Party Fees You May Incur

Sarofim Realty Advisors LLC does not provide custodial services, and we are not affiliated with
a brokerage firm. The firm’s brokerage practices are discussed in Item 12 beginning on page 19
of this brochure. The advisory service fee you pay to us does not include other fees or charges
you may incur in connection with your account at Sarofim Realty Advisors LLC, including but
not limited to, custodial fees and brokerage commissions.
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Item 6 —Performance-Based Fees and Side-by-Side Management

The fee structure of Sarofim Realty Advisors LLC may include non-recurring incentive fees on
some portfolios, which are designed to align our financial reward with that of our clients.
Incentive fees are generally payable only upon asset disposition and only upon meeting a defined
target rate of return to the investor. The incentive fees are calculated as a sharing of excess
profits over the target rate of return between the client and Sarofim Realty Advisors LLC.

Generally speaking, side-by-side management is a reference to the simultaneous management of

mutual funds and hedge funds. Neither Sarofim Realty Advisors LLC nor its parent, Fayez
Sarofim & Co., manage hedge funds or collect side-by-side management fees.
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Item 7 —Types of Clients

Sarofim Realty Advisors LLC serves as an investment adviser for a broad range of clients,
including:

e Private employer pension and profit-sharing plans
e State and local government retirement systems

e Endowment and foundation funds

We continue to seek new clients with these types of accounts.
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Item 8 —Methods of Analysis, Investment Strategies and Risk of
Loss

Applied Research

Sarofim Realty Advisors LLC’s research group has developed proprietary databases that
integrate large volumes of data. This data encompasses a wide array of economic, demographic,
and real estate information including population and employment trends, absorption, supply,
development pipeline, vacancy, competitive rental rates, and sales values for all major U.S.
markets and for each competitive project in the submarket being considered for investment. The
databases house an enormous amount of real-time data, but it is the ability to analyze and apply
this information that differentiates our research team. The research group has a sophisticated
understanding of the drivers of space absorption for office or industrial properties as well as of
consumer spending patterns and their effects on retailing, and the specific needs of a target
apartment resident. This knowledge enables our company to quantify real demand and match
user requirements with the correct real estate product.

The highly efficient integration of data is an essential component of our process of adding value
and mitigating risk, and it is specifically accomplished by:

e Targeting the investment process to specific markets and submarkets

¢ Understanding the target renter and matching product design to the renter profile

e Understanding each investment opportunity in terms of various competitive aspects
including construction, composition, rents, and amenities of competitive properties

Investment Strategy

Sarofim Realty Advisors LLC customizes strategies to meet the needs of each client. Strategies
are based upon identifying opportunities that result from dislocations in the underlying property
values or the capital markets. Understanding the market forces that drive demand for each
product, the needs of the ultimate user of the real estate, the timing of new supply, and the
vagaries of the capital markets are critical to identifying these dislocations and understanding the
resulting opportunities. As the outlook for return and risk changes throughout a cycle, the general
market typically overreacts or reacts too slowly to these changes. Different property types have
different supply/demand cycles; they do not perform in unison. A product type may be in balance
in one part of the country but significantly out of balance in another region. In addition, capital
has its own cycles and its own sets of preferences for different products. When capital overreacts
to real or perceived changes in the risk/return profile of a given product type or region, the result
is distorted pricing that is not reflective of true long-term values and risks.

We also look for dislocations from changes over time in the demand for a given product. These
dislocations could result from changes in the needs or priorities of the end user of the product,
which are reflected in the emerging demand for products such as privatized student housing,
value office, or urban multifamily. As new products are developed to satisfy this demand, end
users may move from existing products, perhaps signaling a need to sell assets that may be
functionally downshifted. Understanding the ultimate end user of the real estate is a critical part
of assessing the validity of an investment strategy.
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Risk Management

Risk is inherent in the investment process and cannot be avoided. Sarofim Realty Advisors LLC
will identify the risks in a given investment, understand the implications of those risks, weigh the
implications of those risks against potential returns, and whenever possible, structure around
those risks that cannot be avoided.

Market/Submarket Selection Risk

We identify the market forces or drivers that give rise to the investment opportunity. Our
research process then screens potential markets based upon these target characteristics:

High economic resiliency

High projected job growth

High projected population growth

Low current vacancies

Limited new supply due to barriers to entry

Various groups in the firm parse the screening results to develop the final target market list.
Rental Market Risk

We analyze rental market risk at the macro and micro level. Understanding the dynamics and
potential pitfalls of the competitive real estate market for each specific investment is critical to
assessing and mitigating risk.

e Demand — Our research group prepares an in-depth study of the demand drivers for each
real estate sector, evaluating factors such as office job growth, consumer expenditures,
and household formations.

e Competitive Supply — We identify and assess competitive properties. In addition, the
research group develops a delivery schedule of properties under construction or in the
pipeline. The team looks at permits and talks with local experts to understand the
potential risk of competitive projects.

e Rental Rates — Sarofim Realty Advisors LLC is conservative in the underwriting process
in terms of assumptions for rental rates and escalations. Projected rental rates are
compared to competitive properties. The research group reviews this information to
ensure that projected rents are appropriate given the offerings from competitive
properties.
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Development Risk

Developing investment property enables the investor to take advantage of the arbitrage between
the cost to build and the cost to buy in today’s market. There are several risks that are intrinsic to
the development process.

e Design Risk — Sarofim Realty Advisors LLC is active in the design of development
properties, and we work with the developer on all design issues. The research group
contributes to this process and develops a demographic profile of the target tenant and an
assessment of how the needs and wants of the target tenant are being met by the
competition to determine which elements to emphasize in the design process.

e Entitlement Risk — Sarofim Realty Advisors LLC will not take this risk. All entitlements
and permits must be in place before Sarofim invests.

e Construction Risk - While Sarofim Realty Advisors LLC is involved in the design and
budgeting process, the firm will not take construction risk. The development partner is
responsible for cost overruns and must provide a completion and cost guarantee to the
lender. A diversified portfolio of what we believe to be best-in-class local developers
enables the firm to select attractive projects in each market and avoid being tied to a
single developer’s interests.

Capital Markets Risks

The risks created by the vagaries of the capital markets seem increasingly difficult to forecast.
Sarofim Realty Advisors LLC believes that the best course to mitigate these risks is to be
conservative in terms of expectations for interest rates and to fix debt costs whenever possible
and economically attractive.

The firm uses conservative assumptions for capitalization rates in the underwriting process.
Sarofim Realty Advisors LLC. also believes that well-conceived, well-executed, infill product
will typically command a pricing premium upon sale.

Portfolio Allocation Risks

There is a risk that certain property types, geographic locations, or types of tenants may be over-
weighted or under-weighted within the client’s real estate investment portfolio. There is also the
broader allocation risk of over-weighting or under-weighting real estate relative to the entire
investment portfolio.

The firm manages this risk by an initial and ongoing portfolio review and analysis with each

client. Sarofim Realty Advisors LLC considers each client’s risk tolerance and manages the
investment portfolio in light of the client’s overall portfolio plan.

Sarofim Realty Advisors LLC Form ADV Part 2A -Brochure Page 12 of 27



Some of the key areas of portfolio risk review include, but are not necessarily limited to, the
following:

Product-type risk and diversification
Return characteristics of sub-asset classes
Tenant concentration

Tenant rollover exposure

Economic driver concentration
Geographic concentration

Debt maturity risk

Interest rate risk — fixed versus floating

Once these parameters are established, we will quantify and monitor these measures on a
quarterly basis, including summaries in our quarterly reports. The Investment Committee will
review each asset in the portfolio against the established guidelines and overall portfolio risk
parameters.

At our clients’ request, Sarofim Realty Advisors LLC will provide information to and meet with

third-party client consultants or trustees who perform consolidated reporting and review over
multiple advisory firms. This provides an added layer of portfolio risk management.
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Item 9 —Disciplinary Information

On November 21, 2014, Mr. Sarofim, who serves as Chairman of Sarofim Realty Advisors LLC,
submitted four corrective filings to the Federal Trade Commission (the “FTC”) as required by
the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended (the “HSR Act”),
pertaining to his personal acquisition of voting securities of Kinder Morgan, Inc. (“KMI”) and
Kemper Corporation (“Kemper”). On October 27, 2016, Mr. Sarofim settled the corresponding
civil complaint by paying a monetary fine.

Mr. Sarofim’s acquisitions of the KMI and Kemper securities in question were for investment
purposes; however, since he was a member of each company’s board of directors at the time, the
“investment-only” exemption from the premerger notification requirements did not apply. Mr.
Sarofim’s failure to observe the requirements under the HSR Act was inadvertent.

Additionally, Mr. Sarofim did not realize any benefit or advantage by not filing and observing
the appropriate HSR Act waiting periods, and the acquisitions in question did not raise any
competitive concerns. Mr. Sarofim’s holdings in KMI and Kemper were otherwise publicly
disclosed through filings with the Securities and Exchange Commission, and Mr. Sarofim has
taken steps to ensure that any future acquisitions of voting securities, assets, or non-corporate
interests comply with the requirements of the HSR Act.
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Item 10 —Other Financial Industry Activities and Affiliations

Sarofim Realty Advisors LLC is affiliated with three other registered investment advisors:
Fayez Sarofim & Co., Sarofim International Management Company, and Sarofim Trust Co.
While the firm and certain of its “management persons” have a relationship with the above-listed
“related person” investment advisors, Sarofim Realty Advisors LLC does not believe that the
relationship is material to the firm’s advisory business or to the firm’s clients or that the
relationship may result in a material conflict of interest.

An affiliate of the real estate firm Wood Partners maintains a non-controlling, passive
interest in Sarofim Realty Advisors LLC. Additionally, Fayez Sarofim & Co., the managing
member and majority owner of Sarofim Realty Advisors LLC, maintains a minority
ownership position in an affiliate of Wood Partners. The Wood Partners affiliate, through
its ownership interest, is entitled to two out of the current five seats on Sarofim Realty
Advisors LLC’s Board of Advisors. We have attempted to mitigate any conflicts of interest
posed by the relationship described above by subjecting the Wood Partners’ board
appointees to the firm’s Code of Ethics which is discussed in Item 11 below.

For purposes of this response, the firm's investment and administrative professionals are
considered “management persons” since they are considered to have a controlling influence over
the firm’s management or policies or the general investment advice given to the firm’s clients. A
“related person” for purposes of this response includes all employees of the firm and its affiliates
other than those performing only clerical, administrative support or similar functions.

The firm seeks to avoid and mitigate all conflicts of interest and has adopted policies and
procedures to be followed in determining and eliminating conflicts of interest. For example,
please see the discussion in the response to Item 11 Code of Ethics, Participation or Interest in
Client Transactions, and Personal Trading on page 16.
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Item 11 —Code of Ethics, Participation or Interest in Client
Transactions, and Personal Trading

As required by SEC rules and in line with what we believe are good business practices, Sarofim
Realty Advisors LLC has adopted Codes of Ethics for employees and certain on-site contractors.
The Code of Ethics is designed to reinforce a culture of compliance within the firm and to ensure
that we fulfill our fiduciary duty to our clients and prospective clients. To help our employees
understand, appreciate, and uphold their fiduciary responsibilities, the Code of Ethics sets
standards of expected conduct and outlines prohibited conduct. The code requires that each
employee must:

e Comply with the spirit and the letter of the federal securities laws and the rules governing
the capital markets

e Act with competence, dignity, integrity, and in an ethical manner, when dealing with
clients, the public, prospects, third-party service providers and fellow employees

e Use reasonable care and exercise independent professional judgment when conducting
investment analysis, making investment recommendations, trading, promoting the firm’s
services, and engaging in other professional activities

e Adhere to the highest standards with respect to any potential conflicts of interest with
clients

e Recognize that he or she should never benefit at the expense of any client

e Conduct all personal investments in a manner consistent with fiduciary obligations to
clients, and avoid any actual improprieties, as well as the appearance of impropriety

e Treat as confidential the identity of clients and their financial circumstances and security
holdings

Employees are required upon hire and annually thereafter to acknowledge that they have
received, read, understood, and agree to comply with the Code of Ethics. Annual compliance
training sessions, which are mandatory for all employees, review key precepts of the code. To
help us enforce the Code of Ethics, we regulate and monitor employee personal investment
activity and require certain periodic disclosures from employees.

Within ten days of starting employment with the firm, an individual must submit an initial
holdings report to the firm’s Chief Compliance Officer, detailing security holdings and the
accounts in which they are held. An updated holdings report must be submitted semiannually by
all employees. Employees must also have trade confirmations and monthly or quarterly
statements sent to the firm. In addition, certain key employees are required to complete quarterly
transactions reports. The firm’s Chief Compliance Officer or her designee reviews these reports
periodically for accuracy and unusual trading activity.

Employees must receive preclearance for most personal securities transactions. Sarofim Realty
Advisors LLC may disapprove any proposed transaction, particularly if the transaction appears
to pose a conflict of interest or otherwise appears improper. Fayez Sarofim & Co., an investment
adviser affiliate and the parent company of Sarofim Realty Advisors LLC, maintains a restricted
list that includes securities that are being traded in its client accounts and securities that are being
considered for purchase in its client accounts. Employee trades in securities on the restricted list
may not be approved. Furthermore, employees are prohibited from engaging in securities

Sarofim Realty Advisors LLC Form ADV Part 2A -Brochure Page 16 of 27



transactions or recommending transactions for client accounts that place, or appear to place, their
own interests above the interests of our clients or the firm.

Sarofim Realty Advisors LLC and our registered investment adviser affiliates have adopted and
follow policies and procedures that prohibit trading while having material information that is not
available to the public and during “blackout periods.” An individual employed by or associated
with Sarofim Realty Advisors LLC may be an officer or director of a publicly traded company or
a party to contractual arrangements with a publicly traded company. If so, such an individual
may be prohibited by the policies of the public company from trading in the securities of that
company during blackout periods imposed or recommended by the company. It is also the
policy of Sarofim Realty Advisors LLC and our registered adviser affiliates that these
individuals may not trade in securities of the public company during a blackout period. These
policies also require that all directors, officers and other employees of Sarofim Realty Advisors
LLC and our affiliates are subject to the same restrictions.

Although trading in securities of the designated public company during a blackout period is
prohibited in the personal accounts of employees and in the firm’s account, Sarofim Realty
Advisors LLC and our affiliates may trade in securities of the public company on behalf of our
discretionary investment advisory clients provided:

e The individual who is the officer, director, or affiliate of the public company does not
exercise sole investment discretion over the trading of these securities for client accounts
during the blackout period

e This individual has not, does not and will not disclose material information that is not
available to the public

In addition, our compliance policies and procedures require us to make certain disclosures if any
of our employees have these types of relationships with a public company.

In an effort to streamline compliance reporting requirements for employee security purchases
and sales, Sarofim Realty Advisors LLC. is utilizing Compliance Science Inc. Compliance
Science offers Sarofim Realty Advisors LLC online access to a system, the Personal Trading
Control Center (PTCC), which assists the firm in the approval of employee personal trades,
semi-annual reporting of securities held and quarterly transactions reporting.

Other topics discussed in the firm’s compliance policies and procedures, including the Code of
Ethics, include:

Prohibition against insider trading

Restricting access to material non-public information
Approval for outside business affiliations
Contributions to candidates for political office
Communications with clients

Entertainment, gifts and gratuities

Clients or prospective clients may receive a copy of the firm’s Code of Ethics by sending a
written request to:
Sarofim Realty Advisors LLC Form ADV Part 2A -Brochure Page 17 of 27



Scott Fitzgerald

Chief Executive Officer
Sarofim Realty Advisors LLC
8115 Preston Road, Suite 400
Dallas, TX 75225
sfitzgerald@sraco.com
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Item 12 —Brokerage Practices
Sarofim Realty Advisors LLC uses real estate brokers in the financing, purchase, and sale of
investment properties. Our policy is to select the broker in each location who we believe

provides the best value and service for our clients.

Sarofim Realty Advisors LLC is not affiliated with a real estate broker.

Sarofim Realty Advisors LLC Form ADV Part 2A -Brochure Page 19 of 27



Item 13 —Review of Accounts

Sarofim Realty Advisors LLC accounts are reviewed frequently and systematically by a team of
investment professionals assigned to the account. The team includes senior officers, asset
managers, portfolio managers, real estate analysts, research professionals, and financial reporting
professionals. All persons involved in the account review process have a sound educational
background and appropriate professional certifications. Many of these individuals have both
undergraduate and advanced degrees.

Account reviews include, but are not limited to the following:

Regular and on-going review and discussions occur between Sarofim Realty Advisors LLC
asset managers and third-party property managers, operating partners, and brokers.

Property site visits are conducted at least quarterly and occur more frequently to oversee the
status of improvement projects or for follow-up of any concerns with the asset, property
manager, leasing manager, or broker.

Quarterly reports are prepared for each asset including:

e Investment account position summary, which includes contributions, distributions,
investment income, fees, investment return, and appreciation on a quarter-to-date and
year-to-date basis

Leasing status including property occupancy

Market and competing property review

Property summary

Quarterly internal valuation and annual third-party valuation, if required by client
Operating reports and performance summary, gross and net of fees

The status of every property is communicated to the client through quarterly reports. This
information is discussed on a more frequent and informal basis with the client as necessary.

Annual business plans are prepared for each asset and are an integral part of Sarofim Realty
Advisor’s asset management process. The plans are based on each client’s investment strategy,
current property conditions, and market dynamics. The information incorporates internal
research and macro-economic data from external sources. Unless a client format is used,
information in the annual business plan includes the following:

e Project Data

Debt Summary

Significant Events

Asset Strategy/Status

Risk Management

Hold/Sell Recommendation

Prior Year Actual/Budget vs Current Year Budget
Current Year Action Items

Historical Performance
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Market Overview
Location Map
Stacking/Site Plan
Rent Roll
Partnership Summary/Management and Leasing
Tax and Insurance Summary
Budget
a. Monthly Cash Flow
b. Lease Activity
c. Leasing Assumption Detail
d. Capital Expenditure Detail
e Valuation
a. Cash Flow Projection
b. Valuation Assumptions
e Projected Distributions and Contributions

The Investment Committee approves material events that occur outside the approved plan. As
part of the quarterly review process, the firm reevaluates assumptions and strategies that
comprised the annual business plan and implements any necessary adjustments to the plan.

One or more of the investment professionals assigned to an account will confer with the client
from time to time. Clients may also request a conference to review their account. Client
communication is an important part of our investment advisory services, and we encourage clients
to contact us if they have questions.
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Item 14 —Client Referrals and Other Compensation

Sarofim Realty Advisors LLC’s parent company, Fayez Sarofim & Co., and another affiliate,
Sarofim International Management Company, have entered into several written solicitation
agreements.

Fayez Sarofim & Co. has one such agreement with BNY Mellon Securities Corporation (BNY
Mellon). BNY Mellon has agreed to solicit investment advisory clients for Fayez Sarofim & Co.
on a non-exclusive basis. The firm, in turn, has agreed to pay BNY Mellon a referral fee, which
is based on the investment advisory fees the firm receives from a client referred by BNY Mellon.
The referral fee is computed quarterly and due within 30 days after the end of a quarter. For
accounts managed less than 12 months, the referral fee is 50 percent of the investment advisory
fee. For all other accounts, the fee is 20 percent. No accounts are to be solicited in states in
which such solicitations are not in compliance with state laws.

Fayez Sarofim & Co. also has three written solicitation agreements with Papamarkou Wellner
Asset Management Inc. (PWAM). One agreement is for institutional accounts, one for non-
institutional accounts, and the third agreement, which is inactive, is for incentive-fee government
margin accounts. PWAM has agreed to solicit investment advisory clients for the firm on a non-
exclusive basis. For accounts referred under the institutional and non-institutional account
agreements, the firm has agreed to pay PWAM a referral fee, which is computed quarterly at 40
percent of the aggregate quarterly investment advisory fees the firm receives from clients
referred by PWAM. The referral fee is due promptly after the firm collects the advisory fees.
No accounts are to be solicited in states in which such solicitations are not in compliance with
state laws.

Sarofim Realty Advisors LLC’s affiliate Sarofim International Management Company has also
entered into a written solicitation agreement with PWAM. PWAM has agreed to solicit
investment advisory clients for the firm on a non-exclusive basis. For accounts referred under
the agreement, the firm has agreed to pay PWAM a referral fee, which is computed quarterly at
40 percent of the aggregate quarterly investment advisory fees the firm receives from clients
referred by PWAM. The referral fee is due promptly after the firm collects the advisory fees.
No accounts are to be solicited in states in which such solicitations are not in compliance with
state laws.

From time to time, brokers, dealers, or other persons may refer clients or prospective clients to
Sarofim Realty Advisors LLC, Fayez Sarofim & Co., or its other affiliates on an informal basis.
The firms do not pay fees for these informal referrals. Furthermore, the firms will not select
brokers or dealers to execute portfolio transactions solely on the basis that they have referred
clients or prospective clients to the firm. Please refer to Item 12 Brokerage Practices on page
19.
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Item 15 —Custody

“Custody” means holding, directly or indirectly, client funds or securities or having authority to
obtain possession of them.

Sarofim Realty Advisors LLC does not provide custodial services.

Sarofim Realty Advisors LLC forms legal entities to hold title to real estate investments and
other assets on behalf of our clients. Sarofim Realty Advisors LLC is the general partner in
some of the investment partnerships. In this capacity of general partner, the firm is deemed to
have custody of the assets. As a result of having deemed custody, Sarofim Realty Advisors LLC
is subject to certain rules and regulations promulgated by the SEC to address our ability to
control client assets. Sarofim Realty Advisors LLC complies with applicable custody rules by
requiring all of the legal entities it has formed to be audited by an independent public accounting
firm that is subject to inspection by the Public Company Accounting Oversight Board and by
distributing these audited financial statements to the beneficial owners of the assets at least
annually and within 120 days of the fiscal year end of the entity controlling the assets.
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Item 16 —Investment Discretion

Sarofim Realty Advisors LLC will manage clients’ assets on either a discretionary or non-
discretionary basis. Most of our clients have granted us full discretionary authority to manage
the investment of the assets in their accounts, and we prefer to manage accounts on this basis.

Before the firm may assume discretionary authority, the firm and the client must execute an
investment advisory agreement and a limited power of attorney. The investment advisory
agreement includes:

e A statement of the firm’s appointment as investment manager

e A discussion of the duties and powers of the firm as investment manager, including
discretionary authority

e A description of the duties of the client, including advising the firm of investment
objectives and any specific restrictions

e Other pertinent information on matters such as compensation and termination

With full discretionary authority for an account and a signed power of attorney, the firm is able
to do the following without obtaining the client’s consent:

e Determine which assets to buy or sell

e Determine the total amount of assets to buy or sell, subject to available funds

e Determine the broker through which assets are bought or sold

e Negotiate with the selected broker regarding commission rates for assets
transactions

Unless the client notifies the firm in writing of specific restrictions, the investments made on
behalf of the client are considered not to be restricted.

When we provide services on a non-discretionary basis, we give the client investment advice, but

we do not have the authority to implement our recommendations in the client’s portfolio without
the client’s approval. The client may or may not follow the firm’s advice.
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Item 17 —Voting Client Securities

The disclosures required by Item 17 do not apply to Sarofim Realty Advisors LLC.
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Item 18 —Financial Information

The disclosures required by Item 18 do not apply to Sarofim Realty Advisors LLC. The firm is
in sound financial condition, and we are confident that we can meet future contractual
commitments to our clients. Neither Sarofim Realty Advisors LLC nor any of our affiliates has
ever filed a bankruptcy petition.
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Item 19 —Requirements for State-Registered Advisers

Sarofim Realty Advisors LLC is not a state-registered adviser.
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