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May 12, 2011 
  
 
 
   Bandera 1st Quarter 2011 Review  
 
 
 
Dear Partner, 
 
 
 
 Your investment in Bandera Value Fund LLC generated the following returns for 
the first quarter of 2011: 
 

 
 
 Series Q1 2011 
 
Bandera Value Fund LLC A-1 +4.9% 
 
S&P 500   +5.9% 

 
 

 
 In the first quarter of 2010 Bandera Value Fund returned 4.9% net of management 
fees and performance allocations.  The S&P 500 gained 5.9% for the quarter. 
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 One of our biggest winners this quarter was UCI Medical Affiliates, which was 
Bandera’s very first purchase at the inception of the fund in 2006.  The company operates 
Doctors Care, a large network of urgent care medical clinics in South Carolina.  In 
March, after a year of negotiations with Bandera, health insurer Blue Cross Blue Shield 
of South Carolina (“Blue Cross”), UCI’s largest shareholder, announced a tender offer for 
all of the outstanding shares of UCI at $6.50 per share, a 141% premium to the share 
price before the announcement.  We were UCI’s second-largest holder and sold all of our 
shares in the tender offer.        

 
 

The following account of our involvement with UCI Medical Affiliates is very 
detailed, but for those of you with the time and stamina, we think you will enjoy the 
history of our first and most challenging investment.  Buying small capitalization stocks 
can be a hazardous activity, but it can be very profitable if you maneuver carefully.  UCI 
in particular was loaded with troubles as well as potential.  An investor who bought 
shares of UCI ten years ago would have endured a bankruptcy filing, the resignation of a 
CEO with a history of drug abuse, an embezzling CFO who was sent to prison, several 
periods lasting over a year with no audited financial statements or stockholder meetings, 
various accounting restatements, the dismissal of its auditor, a controlling shareholder 
with clear conflicts of interest, and a board of directors that alternated between 
unresponsive and hostile to shareholders.  The same investor who bought shares ten years 
ago would have witnessed remarkable growth in UCI’s business and a 2,000% return on 
his or her investment.            

 
 

If you don’t have time to read 6,000 words about doctors’ clinics in South 
Carolina, let us refer you to our correspondence with Blue Cross about UCI’s value, 
attached as an exhibit to the end of this letter.  It will help you understand why we liked 
UCI and how we approached valuing the business.  While it is an informative and 
relatively concise document, it lacks the scandal, intrigue and drama of the complete 
history outlined below.             
     
 
UCI Medical Affiliates – Our first investment 
 
 Our investment in UCI was a grueling endeavor that found your faithful portfolio 
managers racing across South Carolina in a quixotic attempt to free the company from the 
control of the multi-billion dollar South Carolina Blue Cross Blue Shield affiliate.  We 
knew we faced a challenge – our first conversation with a UCI board member (and 
former Blue Cross President) ended with him telling us we were “crazy to buy the stock” 
and that UCI was “ a captive subsidiary” with “worthless” shares that we should stay 
away from.  Undeterred, we proceeded to buy 13% of the company and fight for board 
representation.  We outlasted two counterparties at Blue Cross as well as one CFO of 
UCI, who now resides in a federal penitentiary.  At the darkest moment, UCI’s stock was 
so far down from our cost basis that we needed it to appreciate to ten times its market 
value for us to break even (it ultimately went up eighteen times).     

 



Bandera Partners LLC Q1 2011 letter 
 

3 

 
Behind the hostile board member, the crooked CFO and the unresponsive 

majority shareholder was a twice-bankrupt company in a maligned industry that was 
itself riddled with bankruptcies.  So why were we attracted to UCI Medical Affiliates?  
And why was UCI controlled by Blue Cross, its largest customer?  Why buy stock in a 
company when the ultimate success of the investment depends upon fighting with its 
largest customer?  Most importantly, why did we see potential in UCI’s business and why 
did the rest of the market disagree with us?  This is a complicated story that begins, like 
the story of many good investment opportunities, with a Wall Street bubble.       

  
 

The Physician Practice Management (PPM) Bubble 
 
 In 1997, the country’s two largest physician practice management companies, 
PhyCor and MedPartners, announced plans to merge.  The deal to create an $8.5 billion 
company with a network of 35,000 doctors was never consummated, but for a brief 
moment the announcement validated the PPM industry and legitimized its meteoric 
growth.  Healthsouth’s Richard Scrushy, who served on MedPartners’ board of directors, 
proclaimed at the time, “This is the model that works.”                  
 
 
 PhyCor, founded in the 1980s by four hospital executives, was the pioneer of the 
physician practice management business model.  The company rolled up small medical 
practices by entering into management services agreements wherein it purchased all the 
assets of the practice (usually at a valuation of $50,000 per physician), employed the non-
physician staff, and provided various support functions.  PhyCor would participate in the 
income of the firm before doctor compensation (typically 11% to 15% in the early days 
of the company), but would never directly hire physicians, thus allowing the company to 
sidestep laws governing the corporate practice of medicine.  
 
 
 For a small clinic, a management services agreement with PhyCor could provide 
many benefits beyond a needed capital infusion.  The clinic could leverage PhyCor’s 
relationships with health plans and its experience negotiating managed care contracts.  
PhyCor also had marketing capabilities, group purchasing contracts with vendors (for 
everything from medical supplies to malpractice insurance), and operational expertise 
that helped small practices cope with the growing administrative burden on healthcare 
providers.  A successful alliance with PhyCor would allow doctors to focus on providing 
medical care while simplifying the business side of running a practice.       
 
 
 Initially, the PPM model did work.  PhyCor focused on primary care clinics in the 
South and grew rapidly.  Many of its early partnerships thrived as clinics saw sharp 
improvements in profit margins and used proceeds from the asset purchase as growth 
capital.  The rest of the industry took notice of the company’s rapid growth and the 
success of its partner clinics.  By the early 1990s, some health insurers were even 
lobbying PhyCor to build physician networks in their regions!                                                  
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 PhyCor went public in 1992 and accelerated its growth with a slew of acquisitions 
in the mid-1990s.  The company’s success was destined to breed imitators, and 
competitors soon popped up all over the country, many of them funded by public stock 
offerings.  The market’s enthusiasm for PPM companies and their growth prospects led to 
high valuations across the industry.  A natural arbitrage resulted – companies could raise 
money from investors at 25x to 30x earnings and use it to acquire clinics for significantly 
lower multiples.  
 
 
 PPMs raised $1.7 billion on Wall Street in 1996 and by year-end over 30 were 
publicly traded.  The influx of well-capitalized companies with a strong incentive to show 
revenue growth to Wall Street analysts led to a large number of deals with clinics, and a 
general loss of discipline in the industry:  
 
 

• Deal pricing - Medical practice valuations rose sharply from about $50,000 per 
doctor to over $350,000 per doctor.   
 

• Regional and specialty diversity - PPMs lost their focus on creating economies of 
scale and diversified into new markets and various types of medical practices.   
 

• Unsustainable contracts - Management services agreement structures veered 
toward larger upfront payments to doctors in return for greater revenue 
participation of up to 20%.  Sometimes the upfront payments were made in stock 
rather than cash.     

 
• Poor allocation of capital at practices - Many doctors made deals with PPMs to 

pay themselves rather than acquire growth capital to invest in their clinics.       
      
 

            By the late 1990s, 10% of the doctors in the country worked under a practice 
management agreement with a PPM company.  Many of these PPMs had grown into 
bloated organizations managing a jumbled assortment of clinics with different specialties.  
Whereas the industry had once focused on adding value to partner clinics, it was quickly 
devolving into a race to aggregate clinics at any cost, with little regard for how they were 
strategically aligned.                               

 
 

Meanwhile . . . in South Carolina 
 

  In 1996, PhyCor entered the South Carolina market by acquiring Carolina 
Primary Care, a practice with 29 primary care physicians.  It was a shot across the bow of 
UCI Medical Affiliates, which operated 30 “Doctors Care” branded clinics.  Over the 
previous 15 years, UCI had painstakingly carved itself a niche operating small clinics 
with extended hours that catered to walk-in customers with non-life-threatening health 
emergencies.  Just as UCI’s operations were finally stabilizing (after years of paying off 
obligations from a 1989 bankruptcy), the company’s cross-town rival, flush with 



Bandera Partners LLC Q1 2011 letter 
 

5 

PhyCor’s capital, expanded to 52 doctors and 325 total employees in just over a year.  
This was yet another tough break for a promising, but perpetually challenged, company.          
 
 

UCI Medical Affiliates was founded by Herb Zlotnick and Ted Schwartz, two 
entrepreneurs who, in a sense, anticipated both the PPM movement and the popularity of 
convenient “doc in a box” emergency care clinics.  The company went public in 1984 as 
a multi-state urgent care company, headquartered in New Jersey, with 5 clinics in South 
Carolina, 4 in Ohio and 3 in Texas.   

 
 

The Ohio network was a late addition, run by a colorful man named Phillip 
Naples, who wrote for M*A*S*H and even won an Emmy for a Good Times script.  
Within a year of the IPO, UCI began to falter as the Ohio clinics bled money at an 
alarming rate.  Zlotnick suspected that Naples, who continued to run the Ohio clinics 
while he served on UCI’s board, had overstated his clinics’ accounts receivable.  When 
UCI terminated its agreement with Naples and his partners, the two parties became mired 
in litigation as each side tried to gain control of the Ohio clinics. When Naples hanged 
himself in 1985, a host of stockholder suits followed and UCI’s stock price fell 80%.   
 
 
 The assets of UCI’s Ohio subsidiary were seized by lenders in mid-1986 and the 
company finally reached a settlement with Phillip Naples’ estate and his partners in 
September.  That same month, the Texas clinics were accused by state regulators of 
dispensing prescription drugs without pharmacy licenses.  UCI’s Texas subsidiary would 
ultimately file for bankruptcy after being sued by its landlords and vendors for delinquent 
payments.           
 
 
 Despite the troubles at UCI Medical Affiliates, the clinics in South Carolina were 
performing well and generating positive cash flow that subsidized the rest of the 
company.  The South Carolina subsidiary was run by Dr. Marion McFarland, a former 
ER doctor who by 1987 was the last man standing at UCI.  As the company crumbled 
around him, Dr. McFarland shut down the corporate headquarters in New Jersey and 
exited all the remaining operations in Texas and Ohio.  He put the company into 
bankruptcy to reorganize its debts in 1989.  When UCI emerged from bankruptcy the 
following year, the company’s operations were focused on Dr. McFarland’s Doctors Care 
clinics in South Carolina.  UCI’s headquarters was moved to the original Doctors Care 
clinic in Columbia, where Dr. McFarland served as CEO, Chairman of a one-person 
board, and, of course, head physician.  
 
 
 UCI Medical Affiliates expanded gradually over the seven years following its 
emergence from bankruptcy.  By 1997, the company operated 34 clinics and had grown 
to 480 employees.  Unfortunately this period of stability and measured growth did not 
last.  Despite UCI’s early lessons about the challenges of acquiring clinics in different 
regions, the company responded to the PPM bubble’s expansion into South Carolina in a 
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regrettable way: To protect the competitive position UCI had built for 15 years, the 
company decided that it too needed to raise capital and rapidly expand.       
 
 
 In 1998, UCI signed a $5.3 million deal to purchase a group of family practice 
clinics in Georgia and Tennessee from a private equity fund.  UCI committed to spend an 
additional $3 million to convert the clinics into urgent care facilities.  The PPM bubble 
burst shortly after the deal closed, and UCI was unable to raise money to pay for the 
conversions.  The Georgia centers were burning cash and would push UCI back into 
bankruptcy in a few short years.    
 
 
The Bubble Bursts 
 
 PhyCor terminated its merger agreement with MedPartners in January 1998 after 
its due diligence revealed rapidly deteriorating profits at many of MedPartners’ clinics.  
By September, Wall Street’s valuation of the 15 largest PPM firms had fallen by 64%.  
Physicians who had traded a large percentage of their future income for rapidly 
depreciating shares of stock sued PPM companies to get out of their management 
services agreements.  MedPartners ultimately exited the business altogether.  By the end 
of 1998, another large PPM, FPA Medical Management, filed for bankruptcy.   
 
 

As often happens in speculative bubbles, even older, experienced companies got 
caught up in the mania.  PhyCor suffered from the same problems that plagued its 
competitors – economies of scale did not materialize as expected and corporate overhead 
negated cost savings.  PhyCor struggled for a few more years, selling as many clinics as it 
could back to its physicians, but the company filed for bankruptcy in 2002, just a few 
months after UCI Medical Affiliates filed for bankruptcy for the second time. 

 
 

In a flash, the PPM industry went from being a darling of Wall Street to being 
totally discredited.  Because the industry relied on cheap capital to grow – and because 
many PPM companies were never profitable to begin with – there was a large number of 
failures when the Wall Street funding machine shut down.  But was the business model 
fundamentally flawed?  We did not think so.  While many concluded that the PPM model 
was a Wall Street creation that never made sense to begin with, we thought it was a 
viable business model for a single-specialty company with the right regional focus.   

 
 

Our Journey Begins 
 

In 2003 we picked through the wreckage of the PPM industry and found UCI 
Medical Affiliates.  The company’s expansion plans had failed miserably, and the 2002 
bankruptcy served two incongruous purposes – first, to organize the debts and obligations 
associated with acquiring the Georgia clinics, and second, to exit the Georgia clinics.  But 
despite UCI’s financial distress, the company’s South Carolina clinics continued to 
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perform well and generate positive cash flows just as they had during the previous UCI 
bankruptcy.  

 
 

As we learned more about UCI Medical Affiliates, it became clear that it was not 
a typical PPM blowup.  The bankruptcy left UCI with about $10 million in debt, but 
management and large holders had succeeded in preserving the publicly-traded equity 
completely.  Not a single doctor had left the company during the bankruptcy, and 
revenues and profits were growing rapidly. UCI had 469,000 patient encounters in 2003 
and generated cash flow from operations of $3.6 million.        

 
 

To us, UCI Medical Affiliates exemplified the goals of the PPM business model.  
The company simplified life for its practicing physicians and allowed them to focus on 
providing quality care.  UCI was concentrated regionally in the larger markets of South 
Carolina – there were 18 clinics in and around Columbia, for instance – and was clearly 
benefitting from economies of scale as small increases in advertising yielded strong 
growth in traffic.  Whereas many PPMs were cobbled together in a matter of months, 
UCI’s South Carolina network expanded slowly, with many new clinics being de novo 
openings rather than acquisitions of existing practices. After 22 years in business, the 
“Doctors Care” brand name was known and respected in South Carolina.  We believed 
we had found a gem of a business.             

 
 
Blue Cross Blue Shield of South Carolina Takes Control 
 
 When we first began looking at UCI Medical Affiliates in 2003, Blue Cross Blue 
Shield of South Carolina owned 27% of the company.  As South Carolina’s largest 
insurer, Blue Cross benefitted when patients went to a low-cost urgent care clinic rather 
than a hospital’s emergency room.  In 2003, a Blue Cross spokesman explained why the 
company invested in UCI in the early and mid-1990s: 
 
 

Blue Cross Blue Shield invested in UCI to ensure patients had options for 
medical services.  In some counties, hospitals own most or all of the physician 
practices, giving them a lock on their local community and a strong position 
when negotiating with insurers.  Doctors Care is everywhere we have customers.  
We feel like they’re important to have in our network as an alternative.            

 
 
 By 2003, UCI was even more important to Blue Cross than it was in the mid-
1990s.  It had grown to 41 clinics and was the largest primary care company in South 
Carolina, with 603 employees and 111 medical providers.  UCI was a critical member of 
Blue Cross’ provider network and delivered healthcare services at a fraction of the cost of 
those provided at nearby hospitals.  The company was also suffering from a governance 
vacuum that could threaten its independence, a distressing thought for Blue Cross, which 
did not want UCI to fall into the hands of a local hospital group or another healthcare 
company.   
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 Because of its financial problems, UCI Medical Affiliates had not held a 
stockholder meeting for several years.  When UCI finally scheduled a meeting for June 
2004, Blue Cross recognized that not only were six of seven board members up for re-
election, but there was a large amount of stock in the hands of disinterested parties.  
Mainstreet Healthcare, which received shares for selling its Georgia clinics to UCI in 
1998, owned 30% and was ready to sell its position entirely.  Another 12% of UCI’s 
shares were owned by institutional investors that had lost interest in the company during 
its bankruptcy. 
 
 
 Blue Cross moved quickly to buy out the large holders of UCI and secure control 
of the company.  By April 2004, Blue Cross had increased its ownership to 69% by 
purchasing several large blocks of shares for a total cost of $1.8 million, an average of 45 
cents per share.  Those shares were worth $27 million at the 2011 tender offer price.  We 
believe that if we (or another outside investor) had bought the shares, and preserved UCI 
Medical Affiliates as an independent company, they would be worth over $40 million 
today.  
 
 
We Plow Ahead 
 
 The fate of UCI Medical Affiliates became much less certain the day Blue Cross 
bought control of the company. While the UCI board had a fiduciary duty to protect the 
interests of all shareholders, there was a clear and fundamental conflict of interest 
between Blue Cross and minority shareholders.  Blue Cross’ insurance business would 
benefit immensely if UCI expanded rapidly within South Carolina to reach as many 
patients as possible.  Minority shareholders like us, however, were focused on UCI’s 
earnings growth and its returns on invested capital.  We were not interested in low-return, 
marginally profitable growth.  And who could we count on to police Blue Cross’ UCI 
board members?  The three independent board members did not own any shares, and the 
company’s CFO, Jerry Wells, refused to speak with outside shareholders.   

 
 

Emboldened by UCI’s low valuation and our confidence that we could confront 
Blue Cross publicly if it governed UCI inappropriately (and yes, a touch of naïveté), we 
continued buying shares.  As the company grew at a measured pace to start the Blue 
Cross era, and as earnings continued to improve, we ramped up our purchases and 
participated in most of the trading volume of the stock.   By 2005, Greg and Jeff were 
each buying UCI for their respective pre-Bandera funds.  It was also the very first stock 
we purchased in December 2006 upon launching Bandera.  At Bandera, Greg and Jeff 
negotiated with their former partners at Lime Capital and Arklow Capital to purchase 
their blocks of UCI at then current market prices (which generated nice profits for both 
Lime and Arklow).  We also continued to buy almost every share that appeared for sale 
on the open market.   
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From 2005 to 2007 we covered a lot of ground researching UCI Medical 
Affiliates.  We visited clinics, met UCI physicians, and talked to some UCI board 
members.  In early 2007, we had an intense exchange with one of Blue Cross’s UCI 
board members that we alluded to earlier in this letter.  He warned us not to buy more 
shares and scoffed at the idea that UCI was worth anything to outside investors.  In our 
dealings with small cap companies, we have had several such encounters with entrenched 
insiders.  While it is important to know where you stand vis-à-vis company insiders, in 
our experience it is also critical to trust your own judgment and valuation work.  By that 
point we knew quite well that UCI was worth a lot as a standalone business and even 
more to Blue Cross as a strategic asset.  The previous year, UCI had generated $63 
million of revenues and over $5.5 million of operating income from almost 600,000 
patient encounters at its 52 clinics.  The market valued the entire enterprise at only $30 
million.                                                     
 
 
 In 2006 and 2007 we also established a good relationship with UCI’s CEO, Dr. 
Michael Stout, who owned 3% of the shares and had been with the company as a 
physician since 1983.  The line of communication with Dr. Stout was opened by one of 
our investors, Dr. John de Csepel Jr., a New York based surgeon who has helped us 
research several healthcare companies.  As Dr. Stout related to John, UCI was as 
important to Blue Cross as Blue Cross was to UCI.  It was an arms-length relationship 
and in no way was UCI a “captive subsidiary.”  Dr. Stout also shared our belief that UCI 
had potential to reach 100 profitable clinics in South Carolina alone.   
 
 

We had several follow-up conversations with Dr. Stout and he invited us down to 
Columbia to meet with UCI’s senior management team and visit some clinics.  Dr. Stout 
is a fanatic about teamwork and motivating his doctors to provide the best possible care 
to UCI’s patients.  It was amazing to witness how his focus on quality care resonated 
throughout the entire organization.  

 
                             

 In October 2007 we disclosed our 5% ownership of UCI Medical Affiliates in a 
public SEC filing.  The filing was greeted with a surprising barrage of phone calls from 
other shareholders and interested parties.  Herb Zlotnick and Ted Schwartz, UCI’s 
original founders, each called expressing optimism about UCI’s recent operational 
successes while lamenting that they had been stuck in the stock for 23 years.  We heard 
from several doctors in South Carolina, two urgent care companies based in different 
states, and a handful of other fund managers.  Zlotnick and Schwartz provided very 
valuable advice to us over the course of our investment, though at times over the 
subsequent three and a half years they would be frustrated at Bandera’s deliberate pace. 
 
 
 In early 2008 we crossed 10% ownership in UCI (almost 30% of the non-Blue 
Cross shares).  By then we knew that UCI was more than just a micro-cap with a “control 
investor discount” or an overlooked survivor of a troubled industry.  While the company 
operated in a competitive and low-margin industry, UCI had invested 27 years and a lot 
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of equity and debt financing to build a profitable franchise with a recognized brand name.  
Bandera’s equity position had itself taken years to accumulate, and we finally had the 
credibility to sit down for a serious talk with Blue Cross Blue Shield of South Carolina.     
 
 
First Blue Cross Meeting 
 
 The most important thing you need to know about Blue Cross Blue Shield of 
South Carolina is that it is a behemoth with over $4 billion of annual revenue.  Not only 
does Blue Cross dominate South Carolina’s health insurance market with at least 60% 
market share in each of the state’s eight metropolitan areas, the company has a large 
number of highly profitable subsidiary businesses.  Under Ed Sellers, who retired last 
year after almost 20 years as CEO, Blue Cross launched over 20 health and technology 
subsidiaries, many of which operate successfully on a national scale.  The most 
successful subsidiary is Companion Data, which overtook EDS and IBM to become the 
largest Medicare claims processor in the country.  Companion processes about 65% of all 
Medicare health claims -- about 800 million claims a year.             
 
 
 The idea that we might walk into a meeting with Ed Sellers and start complaining 
about Blue Cross’ 69% ownership of a tiny company that generated only $75 million in 
revenues was ludicrous.  That we could even get a meeting with Ed Sellers was not a 
foregone conclusion.  Blue Cross’ designated UCI board members might have owed a 
fiduciary duty to the company’s minority shareholders, but Ed Sellers and the senior 
management of Blue Cross did not.  Nevertheless, we needed to go to the top of the 
organization and we knew that whatever plans we had for UCI had to also appeal to the 
interests of Blue Cross.  As Jeff wrote in a letter to Ed Sellers requesting a meeting:  
 
 

While it is but a tiny part of the massive business you have helped build at 
BlueCross BlueShield South Carolina, we think UCI is a valuable franchise that 
is well-positioned for future growth.  Greg and I also believe that the company’s 
management has done a great job rescuing UCI from distress and building a 
strong, successful organization with a commitment to serving its patients and 
employees.  We are proud to be owners of this business.     
 
We would love to have an opportunity to come visit with you and have a brief 
discussion about the future of UCI and your vision for the company.  While Greg 
and I are value investors and we are focused on the financial returns our 
investments can generate, we also understand your goals for the South Carolina 
Blues and your commitment to access to affordable healthcare for everyone in 
South Carolina.  We think our respective goals are not mutually exclusive and we 
would love to share some of our thoughts about UCI’s future. 

 
 
   Ed Sellers responded to our letter and in August 2008 we met with him and the 
rest of the Blue Cross senior management team in Columbia.  At the meeting we 
introduced ourselves and described Bandera’s long-term investment strategy, as well as 
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our history of establishing constructive relationships with our portfolio companies.  We 
discussed our enthusiasm over UCI’s long-term prospects and our desire to own more 
shares if Blue Cross was ever willing to sell any.  We knew that Blue Cross had a higher 
regulatory burden because it processed Medicare claims for the government, so we made 
sure to mention that if they ever needed to reduce their ownership, Bandera would be a 
willing partner that could work with them to govern UCI.                         
 
 
 The main point we stressed to Ed Sellers was that an independent UCI Medical 
Affiliates, with Blue Cross and Bandera as large shareholders, would be a stronger 
company than the Blue Cross controlled UCI.  An independent UCI would be able to 
raise capital for expansion more easily, and we believed a more consumer-savvy board of 
directors with retail experience (as opposed to a board of insurance executives) could 
improve the business.  We proposed buying enough of Blue Cross’ shares to bring them 
under 50% and we also suggested a rights offering or private investment that would inject 
capital into UCI while bringing down Blue Cross’ ownership.  Ed Sellers listened politely 
to our proposal and then asked if we would entertain the idea of Blue Cross buying out 
Bandera.  We said we would not, and that we hoped to own UCI for many years to come.  
We then told Mr. Sellers that we would likely seek one (and only one) UCI board seat, 
and that Blue Cross would benefit by having a young, motivated outsider on the 
company’s board.          
 
 
 This was our first conversation with Blue Cross Blue Shield of South Carolina’s 
senior management and our goal was to present ourselves as reasonable people who 
understood UCI Medical Affiliates and its value to  Blue Cross.  We also wanted them to 
think that we would be good partners if they ever needed to sell shares for regulatory or 
political reasons.  Over the next few years we heard several rumors that  Blue Cross was 
considering selling part of their holdings to Bandera in order to allow UCI to expand 
across the Georgia and North Carolina borders (it already operated in several border 
towns) without causing Blue Cross to step on the toes of neighboring health plans.  
Unfortunately, none of those rumors came true.   
 
 
Jerry Wells Debacle 
 
 In December 2008, just as we were finishing up our paperwork to nominate Jeff 
as a candidate for a board seat, UCI filed an 8-K disclosing that the company had fired 
CFO Jerry Wells “based upon the preliminary results of the Company's internal 
investigation of improper expense reimbursements to Mr. Wells.”  We boarded a plane to 
Columbia to find out what was going on. 
 
 
 In Columbia we met with Dr. Stout as well as new CFO Joe Boyle, who had 
previously served as head of the audit committee and had fired Jerry Wells.  At the 
meeting, Boyle offered to disclose the details of the Wells affair if we would sign a 
confidentiality agreement that would prevent us from trading UCI shares until the 
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company’s 10-K (the annual results document) was filed.  Boyle expected the 10-K to be 
finished within a few months.   
 
 
 In exchange for learning the details of Jerry Wells’ theft of $3 million from the 
company, we ended up getting restricted from buying UCI stock for over a year.  While 
the Wells information was released to the public in the following months in a series of 8-
K filings, the 10-K was delayed by a succession of related accounting restatements.  
When UCI’s auditors tried to extract more fees from the company, Mr. Boyle, already 
upset at them for not uncovering the Wells fraud earlier, dismissed them, thus pushing the 
timing for the 10-K back even further.                       
 
 
 While some of our fellow minority shareholders viewed the Wells affair as a great 
opportunity to sue the board and put pressure on Blue Cross, it was a setback for 
Bandera.  It interrupted our discourse with Blue Cross, who wanted to wait for audited 
financials before resuming discussions.  And because of our confidentiality agreement, 
we had to step out of the market for a full year.  This period coincided with stock market 
lows in 2009 when UCI fell as low as 35 cents a share on above-average volume.  We 
would have greatly enhanced your returns if we had been able to continue our regimen of 
aggressive UCI purchases.  
 
 
 While the Wells fraud was a huge distraction for UCI Medical Affiliates and cost 
a small fortune in legal and accounting fees, the long-term effects on the business were 
negligible.  The company received $2.7 million in insurance proceeds from its employee 
dishonesty policies and recovered additional value by taking back Wells’ deferred 
compensation and stock options.  Wells received a stiff sentence to Federal prison this 
March after he defrauded another healthcare company while awaiting sentencing for his 
UCI theft.  Amazingly, a South Carolina radiology company hired him despite the fact he 
was about to be sentenced to prison for embezzlement at UCI.  Wells told the company it 
was a “big misunderstanding” that would be cleared up at the sentencing hearing.           
 
 
Negotiations with Blue Cross Begin 
 
 In early 2010, UCI Medical Affiliates filed a slew of financial reports, including 
the 10-K we were waiting for to free Bandera from its confidentiality agreement with the 
company.  In April, when UCI was only two quarterly earnings reports away from being 
current on its filings, Blue Cross contacted us to negotiate a transaction.  When we 
reiterated our desire to buy all or part of the Blue Cross stake in UCI, they responded that 
they wanted to own 100% of the company and that we should propose a price at which 
Bandera would sell its shares.   
 
 
 At the end of this letter we have attached our email to Blue Cross that outlines our 
thoughts about UCI Medical Affiliates and makes a case that the stock was worth over 
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$10 per share.  We hope you will enjoy it more than our counterparty at Blue Cross, who 
recoiled in horror when he realized we wanted $10 a share for a stock that was trading at 
$2.50.  He replied that Blue Cross could never pay a large premium to UCI’s market 
price and that he thought we should sell our shares at a significantly lower price.  When 
we refused to budge from $10, he suggested we talk again after the next two quarterly 
earnings reports were released.  We responded that we knew the next two quarters would 
show abnormally low earnings (interestingly, in the aftermath of the swine flu outbreak in 
2009, there was no regular flu season in early 2010) and that we did not expect our 
valuation of UCI to change based on the company’s performance over a six-month 
period.  He laughed and acknowledged that they were expecting two weak quarters as 
well.  We did not have serious discussions with Blue Cross again until this year.   
 
 
 By late 2010, Ed Sellers had announced his retirement from Blue Cross, and our 
negotiating counterparty, a finance executive at the company, also left.  We resumed 
discussions with the CFO of Blue Cross, who we had first met in 2008.  In February of 
this year, Blue Cross cleared the last of its regulatory hurdles before it could acquire more 
UCI shares, and we resumed negotiations.  With the stock at $2.75, we continued to push 
for $10 while Blue Cross wanted only a modest premium to market prices.  The spread 
between their bid and our offer tightened to $4.00 - $7.50, but negotiations stalled when 
they said they could do no better than $5.00 per share.  Several weeks later we resumed 
talks and on March 14th we ultimately settled on $6.50 per share. 
 
 
UCI’s 30th Anniversary  
 
 The first Doctors Care opened its doors 30 years ago this week, and today the 
company operates 70 clinics with a well-respected brand name concentrated in the state 
of South Carolina.  It would be very hard to replicate this business overnight.  At Bandera 
we are always on the lookout for good businesses that are mispriced by the market.  In 
UCI Medical Affiliates, we believe we found a great business hidden in the wreckage of a 
collapsed industry.  We were also confident that a more focused board - with retail and 
consumer expertise - could make significant strides in improving the customer experience 
at Doctors Care and further strengthening the brand.  
   
 

Though we tried to engineer a way to own part of an independent UCI Medical 
Affiliates in perpetuity, we could never convince Blue Cross that it was in their interest to 
relinquish control and restructure the board.  The company completed its tender offer for 
UCI Medical Affiliates last week.  UCI will be folded into a subsidiary of Blue Cross and 
we expect it to quickly open a large number of clinics in underserved regions across the 
state of South Carolina.  As Doctors Care is transformed into a vehicle for Blue Cross to 
expand its primary care services to all corners of the state, we think it is only a matter of 
time until the clinics lose their reputation for thorough and high quality care.  We cannot 
help but mourn the demise of a great little company that had enormous potential to 
expand profitably in South Carolina as well as into neighboring states.         
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While many investors in our position would have pressured Blue Cross to buy 
them out the moment they established a large position, we believe our constructive 
dialogue gave us a shot at our improbable, but not completely impossible, goal.  Our 
assertion to Ed Sellers that an independent UCI would ultimately provide better service to 
patients, and improve the company’s growth prospects, appealed to his desire to expand 
the Blue Cross empire.  Mr. Sellers knew that UCI’s business had a lot of unrealized 
potential.  We stressed to him that Doctors Care could already be operating profitably just 
across the border in Savannah, Charlotte and Augusta, and that UCI could one day be the 
envy of the national Blue Cross system.  Our sincere approach also gave us a legitimate 
shot at buying stock from Blue Cross if it ever needed to reduce its ownership for 
regulatory reasons.    

 
 

We spent years trying to win the perfect outcome from UCI Medical Affiliates, 
but the result was disappointing to us despite our healthy profit.  Nevertheless, we remain 
committed to our approach to investing and we hope that this episode, like the other case 
studies we write about in our investor letters, helps you understand that we are trying to 
achieve something special here at Bandera.  Our value investing strategy is focused 
foremost on minimizing downside risk by buying deeply misunderstood and undervalued 
securities that are cheap even under our most pessimistic assumptions about the future.  
We then try to generate the best possible returns from these investments with a maximum 
amount of optimism, creativity and effort.  
 
 
 
 
                     Very truly yours, 
 
 
 
 
 
           Greg Bylinsky                    Jeff Gramm                    Andy Shpiz  



Jeff Gramm <jeff@banderapartners.com>

Bandera thoughts on UCI

Jeff Gramm <jeff@banderapartners.com> Wed, Apr 21, 2010 at 4:30 PM
To: mike.mizeur@bcbssc.com

Hello Mike,

I wanted to outline some of my UCI thoughts so you would know exactly how we think about the company and its
valuation.  Obviously I'm happy to talk to you on the phone, but I thought writing everything down would help you as
you can use this to discuss our thoughts with your colleagues in order to process some of our assumptions and
assertions.  This ended up turning into a missive of sorts, so please excuse the length, I'm just trying to present the
full scope of our thoughts so you know where we're coming from.    

First of all, I would like to reiterate that we really love UCI here at Bandera and we would love to have a stake in an
independent UCI going forward.  Before we spoke on Monday, I was hoping to convince you and the company to
do an equity rights offering (at a price above current market) that would decrease BCBS's ownership percentage,
but at a good valuation that also capitalized the company very well for future growth.  In such a scenario, minority
shareholders would buy shares directly from UCI, and BCBS would agree to not participate.  If structured properly,
the offering would bring your ownership below 50%, while leaving you with a meaningful stake.  Bandera would be
willing to sign an agreement with BCBS where we would agree to some type of buy-out provision should we ever
want to exit.  

We love the idea of unleashing this company's potential by making it independent.  In the above scenario, UCI
would be a cash-rich company with an independent board (with a large BCBS presence).  Management would be
highly incentivized to improve and grow the company and BCBS would be a large beneficiary of the company's
growth.  If BCBS takes its ownership to 100%, how are you going to make sure Doctors Care gets better oversight
than it has gotten in recent years as a public company with a BCBS-controlled board?    

If you are committed to owning 100% of the company, I completely understand and, admittedly, we would do the
same thing if we were in your shoes.  (Out of curiosity, are you allowed to brand these clinics with the BCBS name
and logo?  "Doctors Care" with the cross and shield beside it would be fantastic.)  

Valuation is obviously an imperfect art, but it's what we do for a living here at Bandera and I'll try to walk you
through how we think about UCI's value.  Some of our big considerations when we value a business:

1) We don't really concern ourselves with "comparable valuations".  We're less interested in what other people
might be willing to pay for a business than in what a business is intrinsically worth.  If you are looking at a truly
good business, its competitive advantages likely make it somewhat unique and difficult to compare to other
companies anyway.  UCI fits in this category.  Emergent care clinics are low-margin, difficult businesses, but
Doctors Care, remarkably, has a brand and a competitive position that took 25 years (and a lot of financing) to
build.  I don't know of any decent public market comparables for UCI.  

2) Growth is incredibly valuable but also remarkably hard to put a precise dollar figure on.  UCI is in the great
position that it can invest its earnings directly into the growth of its own business at a good rate of return.  In fiscal
year 2009, the 6 new clinics that were opened during the year appear to already have higher gross margins than
the company-wide average (page 24 of the 10-K).  It is very encouraging for the future of the business that UCI
can open new centers and get quick returns on them.  Unfortunately it is hard to know exactly how large the market
is for UCI in South Carolina (100 centers?  120 centers?) and whether the company could successfully expand out
of state.  Thus it is hard to value UCI's growth, because slight changes of assumptions have huge impacts on
value.  We think 120 centers in-state is quite possible and that a measured outward expansion into northern
Georgia and southern North Carolina would be successful. 

So before we try to tackle what multiple to put on UCI and how to value its growth, I'm going to try to work out how
much money UCI is making right now on its current footprint.  That's obviously the first starting point, so I'd like to
walk you through how we computed the number; hopefully you guys have come to a similar number.

gregorybylinsky




To us, 2009 seems like a reasonable, though conservative year to base our analysis.  Overall, the company saw
below-average organic growth because of the economy and a 3.5% decline in revenues per clinic.  The first part of
the year really suffered because of the recession but late in the year there was a flu-traffic bump.  If you back out
1) inflated professional fees related to the Wells scandal and accounting restatements, 2) high banking fees related
to debt negotiations (the company blew through several covenants in 2009 for not filing its financials), and 3) losses
directly related to the Wells theft, normalized 2009 EBITDA comes out to about $10.5 million.    

In 2009, UCI had 17 leases classified as capital leases, so I think the clearest way conceptually to deal with these
is to treat them like operating leases and adjust EBITDA downwards.  (Alternatively, we could hold EBITDA at $10.5
million but add the value of the cap leases to the debt balance).  The capital lease expenses were comprised of
$711,271 of amortization and about $1.17 million of interest expense.  This equates to an adjusted EBITDA of $8.6
million and an adjusted EBIT of $6.2 million.  (Interest expense for the capital leases is a little front-loaded over the
course of the leases, so both EBITDA and EBIT are probably a little understated.)

UCI's capital expenditures in recent years have been inflated because of the construction of the new company
headquarters in downtown Columbia.  If you back out those expenditures (as they are not regular annual items),
the company is spending about $3 million per year of capex.  This covers a fair bit of "growth" capital expenditure
(the company has grown its clinic footprint by 15% over the last two years), so we think a fair estimate of annual
"maintenance" capital expenditure is below the $2.4 million in depreciation and amortization (ex cap-leases) we saw
in 2009, thus again making adjusted EBIT a conservative proxy for pre-tax cash flow.  

Using just the 2009 EBIT number of $6.2mm we can make a reasonable assumption of the fair value of the current
footprint of UCI clinics.  Assuming no expansion or margin improvement going forward and slow, GDP-like organic
growth at current clinics, I believe a 10x EBIT multiple (a 10% pre-tax yield) is a fair price for a very dependable
regional footprint of 67 urgent care clinics protected by an established brand-name.  Netting out cash and non-
mortgage debt, this would value the business without any expansion at about ~$6.50 per share.  

So what is the growth worth?

Valuing the growth is the tricky part.  I've attached a spreadsheet, Financials, with some very basic growth
scenarios.  It shows revenue growth for three cases, 70 clinics, 90 clinics and 120 clinics, which we use to project
earnings using current margins.  Obviously this is very rough and simplistic; in reality the profitability of individual
centers varies tremendously and it is hard to know how quickly, and how cheaply, the company can ramp up to
these sizes.  But this is a good starting point and gives a rough framework for thinking about value.  The matrices
on the second spreadsheet, Valuation, show various per-share values at different multiples of EBIT and EBITDA for
the three growth cases.  In the high growth case, which I believe is likely, UCI would be valued well over $10 per
share.  (In addition, margin improvements, which we believe are possible, would further increase the company's
value).  $10 may seem like a rich price compared to recent market prices, but we believe the current market
discounts UCI because of BCBS's control of the company as well as overhang from the Wells affair.  

Some other points:

1) There is probably low-hanging fruit both in terms of margins and expansion

The good performance of newly-opened clinics in the face of very tough economic headwinds in 2009 suggests
that the company's past expansion efforts and cost controls might not have been executed perfectly.  We are huge
fans of Dr. Stout and we think he is a great motivator and CEO for UCI.  That said, the CFO position was held by
someone who stole millions of dollars from the company over the last 5 years of his tenure.   Mr. Wells was actively
involved in most of the big decisions regarding the company's expansion, including selecting new clinic locations.  It
is hard to know how much money UCI can save -- and how much more successful expansion efforts will be -- with
more focused financial managers like the new CFO Joseph Boyle.  The company's improvement in margins despite
top-line pressures in 2009, and the sharp increase in cash flows from operations (which were over $9 million in
2009 before taxes and interest), show that there were some smart fixes available to Mr. Boyle.  By taking the
company private now, minority shareholders are missing out on an opportunity to see how the company would
perform in the post-Wells era.

2) Strategic value to BCBS or another provider

One thing we haven't discussed is the strategic value UCI would provide to other participants in the health care
industry including the South Carolina Blues.  Our discussion thus far has focused on UCI's value to a financial



buyer such as Bandera.  The truth is that Doctors Care occupies a very valuable space in the market: the point of
first contact between patient and physician.  This is valuable to hospital systems that want access to patients, as
well as health insurers like BCBS, which want to keep costs low for their customers.  You all know better than us
the strategic value UCI provides by keeping your patients out of the hospital.  I imagine when the company has
120 clinics across the state of South Carolina, this will be an even more valuable strategic asset for BCBS.  If
BCBS pays $10 a share to buy the remaining 3.2 million shares outstanding of UCI, your total cost for the company
will have been about $40 million dollars ($4 per share).  I believe that is quite a bargain price at which to own this
company, its tremendous growth opportunities and its strategic value to your core business.        

3) An aside:  Suggestions for long term improvements

I know this is a long email, but I would like to share some thoughts about the company going forward.  Especially
with the CEO nearing retirement age and with more resources at the company's disposal, Doctors Care is at an
interesting crossroads and you all will have a tremendous opportunity to build on what Dr. Stout has accomplished:

 a) I think BCBS should install some retail experience at the board level or senior management level of UCI.  Dr.
Stout has built a great team of doctors that provide great care.  The challenge now is to improve the customer
experience at Doctors Care.  Simple process improvements (such as a wait-timer like they have even mastered at
my local DMV) can improve a patient's overall experience at a crowded clinic.  In the end, this is a retail business,
so customer satisfaction is the key to attracting and retaining business.  The company can improve on this front
with only a small amount of effort.  

b) We believe UCI can do a better job with branding.  First of all, please change the name of the company from
UCI Medical Affiliates (ugh!) to Doctors Care.  The company should continue to have a medical doctor serve as its
CEO and that person should be a public spokesman of sorts, appearing in ads, and assuming the role of a
'surgeon general' type figure for South Carolina.  Every year at the UCI shareholders' meeting, Dr. Stout gives
wonderful testimonials of good care from his clinics.  He would be a *fantastic* public spokesman, commenting
about flu on the local news, etc.  I don't know what the regulations are for advertising for health care providers, but
using his testimonials (with comments from the patients, if legal), would be incredibly powerful.  (With the Blue
Cross name attached it would be even more powerful:  Having a Doctors Care CEO be a public face for some of
Blue Cross Blue Shield's public health campaigns would be very effective.)

Anyway, thanks for taking the time to read this.  I think UCI has a very exciting future ahead of it, and as the
company grows and solidifies its stature within the state, it will build a huge competitive advantage attracting talent
and even being an acquirer of choice for primary-care physicians wishing to simplify their lives by getting out of the
business side of practicing medicine.  We have no idea how to handicap health care reform or what the long-term
secondary and tertiary effects of Obama's reform plan will be, but I'm sure the regulatory burden on providers will
continue to grow.  Doctors Care will have some tailwinds to take advantage of.

Very Best Regards,
Jeff Gramm
Bandera Partners
212-232-4583

   

  

                  
               

  

 

       



 

Transaction Background from Blue Cross Blue Shield of South Carolina’s Tender 
Offer Statement  
 
Purchaser Group has concluded that 100% ownership of the Company would allow the Purchaser Group to 
deliver care to its members more efficiently and at less cost. In Parent's opinion, there would be a number of 
benefits to the Purchaser Group and to the Company that would follow from the Company becoming 100% 
owned by Parent. See "Special Factors -- Section 2 -- Purpose of and Reasons for the Offer."  
 
In April 2008, representatives from the Bandera Group initially contacted Parent to introduce their company 
as a minority stockholder of the Company. They met with Parent to propose a transaction regarding the 
Shares, but the parties did not agree on any terms.  
  
In February 2009, the Bandera Group again contacted Parent to propose a discussion related to the Shares. 
Because of an ongoing investigation regarding the Company's Chief Financial Officer, Jerry Wells, Parent 
believed that a discussion related to a transaction was premature. On February 26, 2009, Parent responded 
to the Bandera Group to that effect. No further discussion occurred at that time.  
  
In March 2010, Parent began exploring the possible acquisition of the outstanding Shares of the Company 
not owned by the Purchaser Group. Parent's management held a series of discussions with its advisors 
regarding different approaches to a potential acquisition of the Company. After these internal discussions, 
Parent contacted the Bandera Group and entered into a Confidentiality Agreement with the Bandera Group 
on April 21, 2010. The parties immediately began discussing a potential transaction, but the negotiations 
stalled because Parent was waiting on the Company to bring its periodic filings with the SEC current. 
Additionally, Parent simultaneously was addressing potential issues regarding any effect the transaction 
could have on several of Parent's subsidiaries, which act as Medicare intermediaries.  
  
Since 2004, no member of Purchaser Group had any contact with the Company regarding Purchaser 
Group's interest in acquiring the entire Company. On December 28 and 29, 2010, officers of Purchaser 
Group met with senior management of the Company to propose conducting an audit of UCI's internal costing 
system. Purchaser Group proposed a confidentiality agreement with the Company to perform such audit 
work, but the Company elected not to enter into such agreement. Counsel for Parent and the Company then 
began negotiations regarding a confidentiality agreement for a potential transaction involving a potential 
acquisition of the Company. Those negotiations stalled over the terms in the confidentiality agreement, so 
Purchaser Group and the Company never entered into any agreements and had no material discussions 
related to the Company's business. Parent's management ultimately concluded a tender offer directly to the 
Company's stockholders for the Shares followed by a short-form merger would be preferable to other 
potential structures, such as a merger transaction negotiated with the Company followed by a stockholder 
vote. See "Special Factors -- Section 2 -- Purpose of and Reasons for the Offer."  
   
Parent re-engaged the Bandera Group on February 14, 2011, and once again began discussing a 
transaction in the Shares of the Company. On February 23, 2011, Parent's Board of Directors authorized 
Parent's management to continue to explore a potential transaction. Both the Bandera Group and Parent 
indicated an interest in buying the Shares of the other party, but Parent indicated it did not intend to sell its 
Shares. Throughout February and into the first two weeks of March, Parent and the Bandera Group had 
periodic discussions related to a possible sale price but were unable to agree on terms until March 14, 2011, 
when Parent and the Bandera Group executed the Share Tender Agreement.   



Important Disclosures 

This letter and any fund performance data contained herein, and in any accompanying or related documents (the “letter”) is for 
illustration and discussion purposes only and is not intended to be, nor should it be construed or used as, financial, legal, tax or 
investment advice or as an offer to sell, or a solicitation of an offer to buy, an interest in Bandera Value Fund LLC or Bandera 
Offshore Value Fund Ltd. (together with Bandera Master Fund L.P., the “Bandera Funds”). Any offer of solicitation of an investment 
in the Bandera Funds may be made only by delivery of a Confidential Offering Memorandum (“Offering Memorandum”) to qualified 
prospective investors, and the Offering Memorandum is controlling in the event of a conflict with this letter. This letter is current only 
as of the date indicated, is not complete, and does not contain certain material information about the Bandera Funds, including the 
terms of, and risks associated with, investment in the Bandera Funds. Certain information has been obtained from third-party sources 
and, although believed to be reliable, it has not been independently verified and its accuracy or completeness cannot be guaranteed and 
should not be relied upon as such. This letter is confidential and is intended only for the person to whom it has been delivered and that 
person’s authorized agents. The Bandera Funds are unregistered investment vehicles commonly called hedge funds. There are 
substantial risks associated with investing in hedge funds, including, without limitation, that an investor could lose all or a substantial 
portion of his/her investment and that investments are illiquid. There is no secondary market for securities issued by the Bandera 
Funds, nor is one expected to develop. The Bandera Funds may use leverage and performance may be volatile. A more complete 
description of the risks and other disclosures involved in investing in the Bandera Funds are contained in the Offering Memorandum. 
Before making any investment, you should thoroughly review the Offering Memorandum with your financial, legal and tax advisors to 
determine whether an investment in one of the Bandera Funds would be suitable for you. Investment in the Bandera Funds is not 
suitable for all investors. 

The performance results presented for the Bandera Funds are unaudited estimates and are presented on a pro forma basis net of fees, 
expenses and performance allocations, and reflect reinvestment of all income and profits. Further information regarding the 
performance result calculations is available upon request. No representation is made that the Bandera Funds will or are likely to 
achieve their objectives or that any investor will or is likely to achieve results comparable to those shown or will avoid incurring 
substantial losses. Past performance is no guarantee of future results. 

The analysis and conclusions of Bandera in the case studies of certain existing and prior investments in selected issuers (the 
“Companies”) discussed in this letter are based on publicly available information. Bandera recognizes that there may be either public 
or confidential information in the possession of the Companies that could lead to the Companies disagreeing with Bandera’s analysis 
and conclusions. Gross performance figures for specific investments in the Companies are given solely for illustrative purposes. The 
analyses provided include certain statements, opinions, estimates and projections relating to, among other things, the historical and 
anticipated operating performance of the Companies. Such statements, opinions, estimates and projections represent various 
assumptions by Bandera concerning anticipated results that are inherently subject to significant economic, competitive and other 
uncertainties and contingencies and have been included solely for illustrative purposes. No representations, express or implied, are 
made as to the accuracy or completeness of such statements, opinions, estimates or projections or with respect to any other 
information contained in this letter. Actual results may vary materially from the estimates and projected results contained herein. 
Bandera in the future may change their positions regarding the Companies and possibly increase, reduce, dispose of, hedge, or change 
the form of the Bandera Funds’ investment in the Companies. Any apparent outperformance by the Bandera Funds of any reference 
passive equity indices may be coincidental and not reflective of any superior investment skill or judgment on the part of Bandera. All 
such indices assume reinvestment of income, and are of limited use in comparing returns because they may have volatility, credit, tax 
or other characteristics that are materially different from the Bandera Funds’ investments. There is no guarantee that the performance 
of the Bandera Funds will exceed or match the indices shown. 

This letter discusses investments made by Bandera, as illustrations of Bandera’s security analysis in the selected cases. The 
performance of the selected investments is not representative of the overall performance of the more diversified investment portfolio 
of the Bandera funds. Bandera has incurred gains and losses in the performance of other positions. The performance of the selected 
investments is presented on a gross basis and, accordingly, does not reflect the fees, expenses and performance allocations that 
reduced the overall performance of the Bandera funds. No representation is made that Bandera will or is likely to achieve results 
comparable to the selected investments or will avoid incurring losses. 

 


