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This brochure provides information about the qualifications and business practices of S.A.C. Capital 

Advisors, L.P. and certain of its affiliates.  If you have any questions about the contents of this brochure, 

please contact us at (203) 890-2000.  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.  

Additionally, registration as an investment adviser does not imply a certain level of skill or training. 

 

Additional information about S.A.C. Capital Advisors, L.P. also is available on the SEC’s website at 

www.adviserinfo.sec.gov. 

 

http://www.adviserinfo.sec.gov/
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Item 2 Material Changes 

 

This Brochure dated March 31, 2014 amends our Brochure that was filed on December 23, 2013.  We have made the 

following changes to the Brochure: 

 

 We updated Item 4 for disclosure of our advisory business. 

 We updated Item 9 for disclosure of certain disciplinary information. 

 We updated Item 10 to remove S.A.C. Global Investors LLP as a relying adviser. 

 We updated Item 14 to reflect the termination of an arrangement with an independent marketing 

representative for one fund. 
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Item 4 Advisory Business 

 

S.A.C. Capital Advisors, L.P. (“SAC Advisors”) is a Delaware limited partnership, of which Steven A. Cohen owns 

more than 25% through intermediate entities, and a successor to a firm founded by Mr. Cohen in 1992.  SAC 

Advisors is a global alternative asset manager with offices in the United States and subsidiaries and affiliated 

companies in Europe and Asia. SAC Advisors is a diversified, research-driven investment management firm built 

around a core position in long/short equities, as well as significant positions in quantitative and other strategies.  

SAC Advisors generally provides investment management services directly and through other affiliated 

management entities established with respect to one or more clients for operational and other purposes (each, a 

“Relying Adviser” and collectively with SAC Advisors, “SAC”).  SAC Advisors controls, or is under common 

control with, each Relying Adviser.  Unless specifically noted otherwise, the responses to this Form ADV Part 2A 

combine information about SAC Advisors and the Relying Advisers.   

 

SAC generally provides investment management services to investment funds and other investment vehicles advised 

by SAC (“SAC Funds”).  SAC Funds are U.S. and non-U.S. investment limited partnerships, companies, limited 

liability companies and other vehicles that are not registered or required to be registered under the U.S. Investment 

Company Act of 1940, as amended (the “Investment Company Act”).  The securities of the SAC Funds are not 

registered or required to be registered under the U.S. Securities Act of 1933, as amended (the “Securities Act”), and 

are privately placed to qualified investors in the United States and elsewhere.  SAC Funds typically are structured as 

master-feeder funds in which a SAC Fund pursues its investment objective through an allocation of substantially all 

of its capital, directly or indirectly, in various master funds managed by SAC, master funds or other accounts 

managed by an unaffiliated manager, or directly in securities and/or commodity interests.   

 

It is anticipated that Steven A. Cohen will organize a family office to be controlled by him (a “Cohen Family 

Office”).  Only Mr. Cohen’s relatives, certain employees of the Cohen Family Office and entities controlled by them 

will be eligible to invest with the Cohen Family Office.  SAC has redeemed the remaining fund investors that do not 

qualify to invest with the Cohen Family Office from the SAC Funds as of January 31, 2014, other than with respect 

to certain limited illiquid investments, which SAC will continue to manage for the near future. 

 

The terms upon which SAC serves as investment manager of a SAC Fund are established at the time each SAC 

Fund is established and are generally set out in separate investment management agreements, limited partnership 

agreements, private placement memoranda and/or the governing documents for a SAC Fund (collectively, the 

“Governing Documents”).  Terms may be changed over time by SAC or a SAC Fund’s general partner (a “General 

Partner”) or board of directors (a “Board”), as the case may be.  SAC provides similar services to all SAC Funds, 

although SAC tailors specific investment management advice for a SAC Fund based on a SAC Fund’s investment 

objectives, as set by SAC.  The terms of the Governing Documents vary from SAC Fund to SAC Fund.  An 

investment management agreement generally will remain in effect for an initial one-year term and automatically will 

be extended for one-year terms thereafter.  An investment management agreement generally may be terminated by 

any party to the agreement upon not less than 90 days’ written notice before the end of any fiscal year.  The 

Governing Documents of the SAC Funds do not include any investment restrictions. 

 

As of February 1, 2014, SAC managed approximately $11,919,900,000 in net assets.  All of these assets are 

managed on a discretionary basis. 

 

Item 5 Fees and Compensation 

 

SAC generally receives, either directly or indirectly, advisory fees and performance-based allocations or fees in 

connection with the investment management services it provides to the SAC Funds.  Typically, SAC charges each 

SAC Fund a monthly asset-based advisory fee in advance at a rate of 0.25% (3.0% per annum) of the net asset value 

of such SAC Fund as of the first business day of that month.  An advisory fee otherwise charged with respect to an 

investor in a SAC Fund may be waived, rebated or reduced by the Board, with the consent of SAC, or by SAC and, 

with the consent of an investor, the advisory fee charged in respect of such investor may be increased or the method 

of the calculation of the advisory fee may be changed with respect to such investor.   

SAC also receives, either directly or indirectly, an annual performance fee or allocation from the SAC Funds 

calculated with respect to each investor in those funds.  The performance fee or allocation borne by an investor in a 
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SAC Fund is calculated as a percentage (ranging from 10% to 50%) of the net profits of such SAC Fund attributable 

to certain underlying investments, which include other SAC Funds (the net profits or losses of which are in some 

cases not netted against the net profits or losses of other underlying investments), subject to a high water mark, 

which is generally calculated separately with respect to each such investment.  A performance fee or allocation may 

also be due in connection with any non-year end withdrawal or redemption from a SAC Fund with respect to the 

amount so withdrawn or redeemed.  The Board or the General Partner may increase or decrease the percentage of 

net profits subject to, or change the method of calculation of, the performance fee or allocation, at any time with the 

consent of SAC.  The Board, with the consent of SAC, or the General Partner may waive all or a portion of the 

performance fee or allocation for any designated investor.  The Board, with the consent of SAC, or the General 

Partner also reserves the right to apply a different performance fee or allocation to investors on an individual basis.   

Any transaction fees, including, but not limited to, closing fees, directors’ fees and break-up fees (net of certain 

expenses of transactions not completed), paid to SAC as a result of a SAC Fund’s investments (collectively, the 

“Transaction Fees”) will reduce advisory fees.  If a Transaction Fee is generated in connection with an investment 

made by a SAC Fund and one or more other entities or accounts managed by SAC, it will be applied, on a pro rata 

basis, to reduce the advisory fees otherwise payable by such entities or accounts.  Performance fees or advisory fees 

charged by an unaffiliated entity or an unaffiliated manager on reallocated capital from a SAC Fund will generally 

be (i) deemed an expense of that SAC Fund and taken into account in determining the net profits of that SAC Fund 

and/or (ii) offset against the advisory fee or performance fee or allocation otherwise attributable to that SAC Fund. 

Specific details of the compensation payable to SAC and its method of calculation are set out in the Governing 

Documents of the relevant SAC Fund.  Such compensation, once the relevant SAC Fund has been established and 

commenced operations, is generally not negotiable although SAC may, from time to time, enter into side letter 

agreements or other arrangements with specific investors in SAC Funds whereby such investors receive rebates or 

reductions of advisory fees or other compensation otherwise payable with respect to their investments to SAC.   

Advisory fees are generally paid monthly at the beginning of the month from a SAC Fund’s assets.  Performance 

fees or allocations are calculated monthly and paid, or made, annually (or upon a redemption) by deducting fees 

directly from a SAC Fund’s assets or reallocating the performance amount to the capital account of the General 

Partner. 

 

SAC Funds incur other expenses, including, but not limited to: 

 

 expenses incurred in connection with and directly and indirectly related to the formation, qualification, and 

registration and/or exemption from qualification and registration of the SAC Fund and the interests and the 

offering, distribution, and processing of the interests under applicable U.S. federal and state law and foreign 

law, including, but not limited to, legal, accounting, and auditing fees and expenses, printing and 

duplication expenses, mailing expenses, filing fees, solicitation and marketing expenses, and other related 

expenses; 

 investment expenses (including, but not limited to, brokerage commissions, prime broker fees, initial and 

variation margin, interest and dividend expense, margins, option premiums, brokerage, floor, exchange, and 

clearinghouse commissions and fees, National Futures Association (“NFA”) fees, other transaction costs 

and expenses, advisory fees, management fees, transmission costs, and related expenses); and  

 other expenses, including ordinary and extraordinary legal, accounting, auditing, record keeping, fees 

payable to a SAC Fund’s administrator, valuation expenses (including costs associated with any third-party 

independent valuation provider), travel expenses, corporate licensing, custodial and clerical expenses 

(including expenses incurred in preparing and transmitting reports and tax information to investors and 

regulatory authorities and expenses for specialized administrative services), printing and duplication 

expenses, the expenses of the continuing offering of interests, mailing expenses, and filing fees and other 

regular or extraordinary fees and expenses associated with the operation of the SAC Fund. 

 

A SAC Fund that is a feeder fund will also bear, indirectly, its pro rata share of the expenses of each master fund in 

which it invests, as applicable.  A SAC Fund that invests in another fund managed by third parties will also bear, 

indirectly, its pro rata share of the expenses of each such underlying fund in which it invests. 

 

The terms of the SAC Funds’ investment management agreements generally permit termination of the agreement as 

of the end of a fiscal year upon not less than 90 days’ written notice.  A redeeming or withdrawing investor in a 
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SAC Fund that is a feeder fund is generally not permitted to redeem or withdraw its investment other than at the end 

of a year, quarter or month, as applicable. 

 

The SAC Funds have no right to or property interest in SAC’s intellectual property. 

 

Item 6 Performance-Based Fees and Side-By-Side Management 

 

As noted in the response to Item 5 above, SAC receives, either directly or indirectly, annual performance allocations 

or fees from the SAC Funds.  The performance fee or allocation borne by an investor in a SAC Fund is calculated as 

a percentage (ranging from 10% to 50%) of the net profits of such SAC Fund attributable to certain underlying 

investments, which include other SAC Funds (the net profits or losses of which are in some cases not netted against 

the net profits or losses of other underlying investments), subject to a high water mark which is generally calculated 

separately with respect to each such investment.  A performance fee or allocation may also be due in connection 

with any non-year end withdrawal or redemption from a SAC Fund with respect to the amount so withdrawn or 

redeemed. 

SAC has an incentive to allocate more capital from a SAC Fund to underlying investments for which the rate of the 

performance fee or allocation is greater.  The existence of performance fees or allocations creates an incentive for 

SAC to cause the SAC Funds to make investments that are more speculative than would be the case in the absence 

of such incentive-based compensation or allocation. 

 

Item 7 Types of Clients 

 

SAC provides investment management services, as described above in response to Item 4, to the SAC Funds.  As 

previously noted, SAC Funds are not registered or required to be registered under the Investment Company Act and 

their securities are not registered or required to be registered under the Securities Act and are privately placed to 

qualified investors in the United States and elsewhere.  SAC Funds organized as feeder funds have a specified 

minimum initial investment as set forth in their offering documentation; such minimums range from $100,000 to $1 

million.  The minimum investment thresholds may be waived by a SAC Fund’s General Partner or Board, as the 

case may be, in its discretion. 

 

Item 8 Methods of Analysis, Investment Strategies and Risk of Loss 

 

SAC’s overall strategy is based on a core position in long/short equities, with significant positions in quantitative 

and other strategies.  SAC employs these strategies through various methods in attempting to achieve an attractive 

return on capital consistent with principles that are designed to reduce the risk of permanent capital loss. 

 

SAC Funds organized as feeder funds allocate substantially all of their capital across one or many SAC Funds 

organized as master funds.  In implementing specific strategies for a SAC Fund, SAC manages assets such as listed 

and unlisted common stocks and preferred stocks (including new issues and secondary offerings of existing issues); 

stock warrants and rights; options to buy and sell securities; derivatives and commodity interests, such as stock 

index and commodity futures, swaps, futures, and options; debt instruments; convertible securities; privately placed 

securities; financial futures; currencies; hedge funds and other investment funds managed by SAC and unaffiliated 

managers; and privately negotiated equity and equity-related investments.  Investing in securities involves risk of 

significant loss that investors should be prepared to bear. 

 

Investment Strategies 

 

SAC, in attempting to achieve the investment strategies of the SAC Funds, emphasizes the active spreading of risk, 

the use of leverage, at times significant leverage, and the use of long positions for securities SAC believes are 

undervalued and short positions for securities SAC believes are overvalued.  In addition, SAC employs one or more 

of the following investment strategies for some or all of the SAC Funds: 

 

 Purchasing and selling U.S. and foreign securities (including new issues and secondary offerings of 

existing issues); stock warrants and rights; options to buy and sell securities; derivatives and commodity 

interests, such as stock index and commodity futures, swaps, futures, and options. 
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 Using systematic trading approaches incorporating, without limitation, various mathematical models or rule 

sets which seek to exploit anomalies in the relationships between different financial instruments, or 

anticipate future price changes for a variety of financial instruments. 

 Allocating a SAC Fund’s assets to other investment pools managed by unaffiliated managers. 

 Investing in securities and instruments for which no active public market exists. 

 Investing in privately-negotiated equity, debt, and equity- and debt-related instruments. 

 Making concentrated investments in interest and currency rates, sovereign credits, foreign exchange, 

commodities and equities.  

 Taking participations in loans and debt instruments. 

 

Methods of Analysis 

 

In implementing an investment strategy, SAC does not rigidly adhere to any particular investment formula or 

system, but rather relies on the knowledge and judgment of portfolio managers and analysts, who may use a variety 

of investment methods or techniques, including: 

 

 Use of a fundamental, research-intensive security-selection process aimed at identifying mispriced 

securities. 

 Use of an active investment style resulting in relatively high turnover.   

 Study of the economic, financial and political circumstances of a particular market to determine what 

structural shifts could bring about trend acceleration or directional changes. 

 Use of fundamental analysis of market supply and demand to ascertain the rationale and mechanism for the 

capital flows that have determined and will continue to determine long-term price trends.   

 Analysis of real-time developments in the applicable markets in seeking to develop intra- and inter-day 

entry and exit strategies based upon price and volume movements as well as upon security-specific, 

industry sector and macroeconomic developments, in order to capitalize upon those strategies by 

implementing them with speed and efficiency. 

 Use of technical analysis to anticipate unforeseen structural changes in the marketplace supply and demand 

equation.   

 Use of proprietary systems that consist of various mathematical models based upon historical and 

contemporaneous events and information, including price, volume, fundamentals, and volatility of the 

applicable instruments and markets.   

 Use of macroeconomic analyses to develop investment ideas that lead to investments in certain assets or 

instruments. 

 Use of a portfolio of strategies that contain convertible securities and various combinations (long and short) 

of other securities related to a specific issuer. 

 

Material Risks of Significant Investment Strategies and Primary Investments 

 

Below is a discussion of the material risks of significant investment strategies and primary investments of the SAC 

Funds.  For more information about a SAC Fund’s risks, please see the offering materials for that SAC Fund. 

 

Key Personnel; Retention.  The success of a SAC Fund depends upon the ability of Mr. Cohen and the other key 

personnel of SAC to develop and implement investment strategies that achieve a SAC Fund’s investment objective.  

Mr. Cohen and other key personnel of SAC oversee the overall management of SAC and its allocation and 

management of the capital of the SAC Funds.  If a SAC Fund were to lose the services of Mr. Cohen or certain key 

personnel, the consequence to the SAC Fund could be material and adverse and lead to the premature termination of 

the SAC Fund.  A SAC Fund’s performance is highly dependent on SAC’s ability to attract new employees and to 

retain existing employees.  

 

Short Sales.  The SAC Funds engage in “short sales” (i.e., the sale of a security which the SAC Funds do not own in 

the hope of purchasing the same security at a later date at a lower price).  A SAC Fund will realize a gain if the 

security declines in price between these dates by an amount sufficient to offset net expenses of the short sale.  

Nevertheless, a short sale by a SAC Fund involves the theoretically unlimited risk of loss if the price of the security 
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increases between the date of the short sale and the date on which the SAC Fund covers its short position (i.e., 

purchases the security to replace the borrowed security). 

 

Many jurisdictions have imposed restrictions and reporting requirements on short selling.  In particular, the SEC 

temporarily suspended short selling on stocks of over 900 publicly traded companies in 2008.  In 2010, the SEC 

adopted a short sale price test rule, which restricts short-selling in certain securities for a period following a decrease 

of 10% or more in the price of the securities.  There may be additional significant restrictions on short-selling 

enacted in the United States or elsewhere.  The restrictions and reporting requirements may prevent a SAC Fund 

from successfully implementing its investment strategy and may provide transparency to a SAC Fund’s competitors 

as to its positions, thereby having detrimental impact on a SAC Fund’s returns.  SAC is unable to predict how 

additional restrictions on short-selling may affect the investment methods and strategies of a SAC Fund. 

 

Investments Are Highly Leveraged.  The low margin deposits normally required in commodity interest trading 

(typically, between 1% and 25% of the value of the contract purchased or sold) by certain of the SAC Funds permit 

a high degree of leverage.  The SAC Funds’ investments in securities are also conducted on a highly leveraged basis, 

including through the use of options. Accordingly, a relatively small price movement may result in immediate and 

substantial losses to the investor. Like other leveraged investments, any trade may result in losses in excess of the 

amount invested.  In addition, investing in securities on margin results in interest charges to a SAC Fund.  Although 

the use of leverage can substantially improve the return on invested capital, its use also may increase any adverse 

impact to which the investment portfolios of the SAC Funds may be subject. In certain economic environments, a 

SAC Fund may be unable to obtain the leverage it might otherwise desire to utilize, or the financial terms on which 

leverage is available may be unattractive to a SAC Fund.  Without leverage, a SAC Fund may be unable to achieve 

its investment objective.  

 

Limitations Due to Regulatory Restrictions.  The SAC Funds may seek to acquire a significant stake in certain 

securities.  In the event such stake exceeds certain percentage or value limits, the SAC Funds may be required to file 

a notification with a governmental agency or comply with other regulatory requirements.  Certain notice filings are 

subject to review that may require a delay in the acquisition of the security and some notice filings require the 

investor to cease buying or selling the subject security for a period following the filing.  Compliance with such filing 

and other requirements may result in additional costs to the SAC Funds, and may delay the SAC Funds’ ability to 

respond in a timely manner to changes in the markets with respect to such securities.  To avoid or mitigate the 

review and/or delay in connection with notice filings, SAC may limit the size of the SAC Fund’s stake in certain 

securities, which may adversely affect the SAC Fund’s ability to achieve its investment objective.   

 

Difficult Market Conditions.  The SAC Funds are highly dependent upon conditions in the global financial markets 

and economic conditions throughout the world that are outside SAC’s control and difficult to predict.  Factors such 

as interest rates, availability of credit, inflation rates, economic uncertainty, changes in laws (including laws relating 

to taxation), trade barriers, commodity prices, currency exchange rates and controls, and national and international 

political circumstances (including wars, terrorist acts or security operations) can have a material negative impact on 

the SAC Fund’s investments.  

 

Unpredictable or unstable market conditions may result in reduced opportunities to find suitable risk-adjusted 

investments to deploy capital and/or make it more difficult to exit and realize value from existing investments of a 

SAC Fund.  It is important to understand that a SAC Fund can incur material losses even if it reacts quickly to 

difficult market conditions, and there can be no assurance that a SAC Fund will not suffer material adverse effects 

from broad and rapid changes in market conditions.   

 

Markets can correlate strongly at times or in ways that are difficult for SAC to predict, so even a well diversified 

multi-strategy approach may not protect a SAC Fund from significant losses under certain market conditions.  

 

Material Non-Public Information.  As part of its investment advisory activities, SAC may come into possession of 

material non-public information of an issuer that it will be prohibited from using for the SAC Funds’ benefit.  In 

such a circumstance, a SAC Fund is generally restricted in its ability to buy and sell the public securities of such 

issuer.  This may occur, for example, if SAC is contemplating a transaction and, as part of that process, is required 

to sign a non-disclosure agreement, even where a SAC Fund will not participate in such transaction.  If a SAC Fund 

has an existing holding that is affected by the non-disclosure agreement, SAC may not be able to sell or otherwise 



1935136.44 

9 

dispose of that position during the effectiveness of the agreement and the SAC Fund may experience a loss in value, 

including a total loss, of the position during this confidential period. 

 

Hedging Transactions.  The SAC Funds use a variety of derivatives and other financial instruments both for 

investment purposes and for risk-management purposes.  However, the SAC Funds are not obligated to, and may 

choose not to, hedge against risks.  While a SAC Fund may enter into hedging transactions to seek to reduce risk, 

such transactions may result in a poorer overall performance for such SAC Fund than if it had not engaged in any 

such hedging transaction.  Moreover, the SAC Funds will always be exposed to certain risks that cannot be hedged, 

such as credit risk (relating both to particular securities and counterparties), that SAC does not anticipate, or that 

SAC elects not to hedge. 

 

Use of Options.  A SAC Fund may buy or sell (write) both call options and put options, and when it writes options it 

may do so on a “covered” or an “uncovered” basis.  A call option is “covered” when the writer owns securities of 

the class and amount of those as to which the call option applies.  A put option is covered when the writer has an 

open short position in securities of the relevant class and amount.  A SAC Fund’s options transactions may be part 

of a hedging tactic (i.e., offsetting the risk involved in another securities position) or a form of leverage, in which the 

SAC Fund has the right to benefit from price movements in a large number of securities with a small commitment of 

capital.  These activities involve risks that can be substantial, depending on the circumstances. 

 

In general, the principal risks involved in options investing can be described as follows, without taking into account 

other positions or transactions into which a SAC Fund may enter.  When a SAC Fund buys an option, a decrease (or 

inadequate increase) in the price of the underlying security in the case of a call, or an increase (or inadequate 

decrease) in the price of the underlying security in the case of a put, could result in a total loss of the SAC Fund’s 

investment in the option (including commissions). 

 

When a SAC Fund sells (writes) an option, the risk can be substantially greater than when it buys an option.  The 

seller of an uncovered call option bears the risk of an increase in the market price of the underlying security above 

the exercise price.  The risk is theoretically unlimited unless the option is “covered” (i.e., accompanied by a long 

position in the underlying security).  If it is covered, a SAC Fund would forego the opportunity for profit on the 

underlying security should the market price of the security rise above the exercise price.   

 

The seller of an uncovered put option theoretically could lose an amount equal to the entire aggregate exercise price 

of the option less the option proceeds, if the underlying security were to become valueless.  If the option were 

covered with a short position in the underlying security, this risk would be limited, but a SAC Fund would forego 

the opportunity for profit on the underlying short position should the market price of the security fall below the 

exercise price.  

 

Stock Index Options.  A SAC Fund may also purchase and sell call and put options on stock indices listed on 

securities exchanges or traded in the over-the-counter market for the purpose of realizing its investment objectives 

or for the purpose of hedging its portfolio.  A stock index fluctuates with changes in the market values of the stocks 

included in the index.  The effectiveness of purchasing or writing stock index options for hedging purposes will 

depend upon the extent to which price movements in the SAC Funds’ portfolio correlates with price movements of 

the stock indices selected.  Because the value of an index option depends upon movements in the level of the index 

rather than the price of a particular stock, whether a SAC Fund realizes gains or losses from the purchase or writing 

of options on indices depends upon movements in the level of prices in the stock market generally or, in the case of 

certain indices, in an industry or market segment, rather than movements in the price of particular stocks.  

Accordingly, successful use by a SAC Fund of options on stock indices is subject to SAC’s ability to correctly 

predict movements in the direction of the stock market generally or of particular industries or market segments. 

 

Equity Swaps.  The SAC Funds make use of equity swaps.  A swap is a contract under which two parties agree to 

make periodic payments to each other on the basis of the value of a security, specified interest rates, an index or the 

value of some other instrument, applied to a stated or “notional” amount.  An equity swap is a customized derivative 

instrument that entitles the counterparty to certain payments on the gain or loss on the value of an underlying equity 

security.  Equity swaps are subject to various types of risk, including market risk, liquidity risk, counterparty credit 

risk, legal risk and operations risk. 
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The SAC Funds enter into swap transactions with a counterparty at prices that reflect a price differential or spread 

between the bid and the ask prices.  The differential includes anticipated profits and costs to the counterparty as 

dealer, which generally includes a mark-up or commission.   

 

Credit Default Swaps.  A SAC Fund may invest in credit default swaps.  A credit default swap is a contract between 

two parties which transfers the risk of loss if a reference issuer fails to pay principal or interest on time or files for 

bankruptcy.  Upon an event of default, the swap generally may be terminated in one of two ways:  (i) by the 

purchaser of credit protection delivering the referenced instrument to the swap counterparty and receiving a payment 

of par value, or (ii) by the parties pairing off payments, with the purchaser of the protection receiving a payment 

equal to the par value of the reference security less the price at which the reference security trades subsequent to 

default. 

 

In the manner described above, credit default swaps can be used to hedge a portion of the default risk on a single 

corporate bond or a portfolio of bonds.  Credit default swaps also can be used to implement a view that a particular 

credit, or group of credits, will experience credit impairment or improvement.  In the case of expected credit 

improvement, a SAC Fund may sell credit default protection in which it receives a premium to take on the risk.  In 

such an instance, the obligation of a SAC Fund to make payments upon the occurrence of a credit event creates 

leveraged exposure to the credit risk of the referenced entity.  A SAC Fund may also “purchase” credit default 

protection even in the case in which it does not own the referenced instrument if, in the judgment of SAC, there is a 

likelihood of credit impairment. 

 

The credit default swap market in high yield securities is comparatively new and rapidly evolving compared to the 

credit default swap market for more seasoned and liquid investment grade securities.  Swap transactions dependent 

upon credit events are priced incorporating many variables, including the pricing and volatility of the common 

stock, potential loss upon default, and the shape of the U.S. Treasury Yield curve, among other factors.  As such, 

there are many factors upon which market participants may have divergent views.  A SAC Fund may also enter into 

credit default swap transactions, even if the credit outlook is positive, if it believes that participants in the 

marketplace have incorrectly valued the components which determine the value of a swap. 

 

Derivatives, particularly swaps, generally have a high degree of embedded leverage.  For a small amount of 

premium, the holder of a derivative may obtain exposure to the potential market movement of a much greater 

amount of underlying securities or other instruments.  As a result, the opportunities for gains, and also the risk of 

loss, of trading in derivatives is significantly greater in many cases than is a position in the underlying securities or 

other instruments traded in the “cash” markets. 

 

Contracts for Differences.  A SAC Fund may enter into contracts for differences.  In these transactions, the SAC 

Fund and another party assume price positions in reference to an underlying security or other financial instrument.  

The “difference” is determined by comparing each party’s original position with the market price of such securities 

or financial instruments at a pre-determined closing date.  Financial markets for the securities or instruments which 

form the subject of a contract for differences can fluctuate significantly. Parties to a contract for differences assume 

the risk that the markets for the underlying securities will move in a direction unfavorable to their original positions.  

In addition, these contracts often involve considerable economic leverage.  As a result, such contracts can lead to 

disproportionately large losses as well as gains, and relatively small market movements can have large impacts on 

the value of the investment.  In the United Kingdom, contracts for differences are often preferred to the underlying 

securities or other instruments because contracts for differences entered into with a securities dealer, unlike trades in 

the underlying securities or other instruments, do not bear U.K. “stamp” duty.  

 

Fixed Income Securities.  Fixed income securities pay fixed, variable or floating rates of interest. The value of fixed 

income securities in which the SAC Fund may invest will change in response to fluctuations in interest rates.  In 

addition, the value of certain fixed income securities can fluctuate in response to perceptions of creditworthiness, 

political stability or soundness of economic policies.  Fixed income securities are subject to the risk of the issuer’s 

inability to meet principal and interest payments on its obligations (i.e., credit risk) and are subject to price volatility 

due to such factors as interest rate sensitivity, market perception of the creditworthiness of the issuer and general 

market liquidity (i.e., market risk). 

 



1935136.44 

11 

Loans of Portfolio Securities.  A SAC Fund may lend its portfolio securities.  By doing so, the SAC Fund attempts 

to increase income through the receipt of interest on the loan.  In the event of the bankruptcy of the other party to a 

securities loan, the SAC Fund could experience delays or losses in recovering such securities.  To the extent that the 

value of the securities lent by the SAC Fund has increased, the SAC Fund could experience a loss if such securities 

are not recovered. 

 

Investing on Non-U.S. Exchanges Presents Certain Risks.  Each of the SAC Funds may invest in securities, and 

certain of the SAC Funds may invest in commodity interests, on exchanges and other markets located outside the 

United States, where the protections provided by the SEC and the Commodity Futures Trading Commission 

(“CFTC”) regulations do not apply.  Investment in non-U.S. securities and commodity interests may be subject to 

greater risks than purely domestic investment because of a variety of factors, including the fluctuation of currency 

exchange rates, changes in governmental policies (in the United States and abroad), confiscation of assets by 

governmental decree, war or political upheaval, or changed circumstances in dealings between nations.   

 

A SAC Fund also may not have the same access to certain trades as do various other participants in foreign markets.  

There may be less publicly available information about foreign issuers than about U.S. issuers, and foreign issuers 

are not subject to uniform accounting, auditing and financial reporting standards and requirements comparable to 

those of U.S. issuers.  Securities of some foreign issuers are less liquid and more volatile than securities of 

comparable U.S. issuers, and foreign brokerage commissions are generally higher than in the United States. 

 

The SAC Funds, to the extent that they trade non-U.S. commodity interests, are subject to the regulations of the 

applicable foreign jurisdiction, if any.  Some foreign commodities exchanges, in contrast to domestic exchanges, are 

“principals’ markets” in which performance with respect to a commodity interest contract is the responsibility only 

of the individual member with whom the trader has entered into the contract and not of the exchange or its 

clearinghouse, if any.  In the case of investments by a SAC Fund on foreign exchanges, such SAC Fund is subject to 

the risk of the inability of or refusal by its counterparties to perform with respect to their contracts. 

 

Currency Risk.  Generally, a SAC Fund determines its net asset value in U.S. dollars and as a result it is subject to 

the risk of fluctuation in the exchange rate between the local currency and dollars when investing on foreign 

markets, and is also subject to the risk of exchange controls.   

 

The SAC Funds’ Spread Investing and Arbitrage Investing May Involve Potential Risks.  A part of the SAC Funds’ 

investment operations may involve spread positions between two or more securities or commodity interest positions.  

To the extent the price relationships between such positions remain constant, no gain or loss on the positions will 

occur.  These positions, however, do entail a substantial risk that the price differential could change unfavorably, 

causing a loss to the spread position.  Investment operations of certain of the SAC Funds may involve arbitraging: 

 

 between two securities; 

 between the equity and equity options markets; 

 between commodity interests and securities and/or options; 

 between two commodity interests; 

 between securities and commodity interests; and/or 

 any combination of the above. 

 

This means, for example, that a SAC Fund may purchase (or sell) securities and take offsetting, or partially 

offsetting, positions in options in the same or related securities.  To the extent the price relationships between such 

positions remain constant, no gain or loss on the positions will occur.  These offsetting positions, however, entail 

substantial risk that the price differential could change unfavorably, causing a loss to the position.  

 

Repurchase and Reverse Repurchase Agreements Present Certain Risks.  The SAC Funds may engage in repurchase 

and reverse repurchase agreements as part of their investment and cash management procedures.  In the case of 

default by the transferee of a security in a reverse repurchase agreement, a SAC Fund as transferor runs the risk that 

the transferee may not deliver the security when required.  In the event of the bankruptcy or other default of a 

transferor of a security in a repurchase agreement, a SAC Fund as transferee could experience delays in liquidating 

the underlying security and losses, including: 
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 a possible decline in the value of the collateral during the period while such Subsidiary Fund seeks to 

enforce its rights thereto;  

 possible subnormal levels of income and lack of access to income during this period; and 

 expenses of enforcing its rights. 

 

Illiquidity in the Commodities Markets.  Most U.S. commodities exchanges limit fluctuations in certain commodity 

interest prices during a single day by imposing what are known as “daily price fluctuation limits” or “daily limits.”  

The existence of “daily price fluctuation limits” or “daily limits” may reduce liquidity or effectively curtail investing 

in particular markets.  Once the price of a particular contract has increased or decreased by the daily limit, positions 

in the contract can effectively neither be taken nor liquidated.  Contract prices in various commodities have 

occasionally moved the daily limit for several consecutive days with little or no trading.  Similar occurrences could 

prevent certain of the SAC Funds from promptly liquidating unfavorable positions and subject them to substantial 

losses that could exceed the margin initially committed to these investments.  Daily limits may reduce liquidity, but 

they do not limit ultimate losses, as daily limits apply only on a day-to-day basis.  In addition, even if contract prices 

have not moved the daily limit, the SAC Funds may not be able to execute trades at favorable prices if there is only 

light trading in the contracts involved.   

 

As part of its emergency powers, an exchange or the CFTC can suspend or limit trading in a particular contract, 

order immediate liquidation and settlement of a particular contract, or order that trading in a particular contract be 

conducted for liquidation only.  The possibility also exists that governments may intervene to stabilize or fix 

exchange rates, restricting or substantially eliminating trading in the affected currencies. 

 

Commodity futures contracts are, generally, contracts that provide for the future delivery of various energy 

commodities, agricultural commodities, industrial commodities, foreign currencies or financial instruments at a 

specified date, time and place.  Certain of the SAC Funds may conduct commodity activities that are evidenced by 

commodity warehouse receipts or electronic shipping certificates.  Such receipts or certificates allow the applicable 

SAC Fund to take actual delivery of the commodity or dispose of such receipts or certificates in exchange for futures 

contracts or otherwise.  The SAC Funds intend to dispose of such receipts or certificates to avoid taking physical 

delivery of any commodities.  However, a SAC Fund that is unable to dispose of such receipts or certificates or 

elects to take physical delivery of commodities may incur significant costs in connection with taking physical 

delivery of the related commodities. 

 

Certain Risks Peculiar to Forward Trading.  Certain of the SAC Funds may enter into forward contracts for the 

trading of certain commodity interests, such as currencies and precious metals, with U.S. and foreign banks and 

currency and precious metals dealers.  Forward contracts are not traded on an exchange and may be subject to 

greater volatility, leading to greater risk of loss.  A forward contract is a contractual obligation to buy or sell a 

specified quantity of a commodity on or before a specified date in the future at a specified price and, therefore, is 

similar to a futures contract.  These contracts, unlike futures contracts and options on futures, are currently not 

regulated by the CFTC when traded between certain “eligible contract participants,” as defined in the Commodity 

Exchange Act.  Generally, the SAC Funds are eligible contract participants.  The Dodd-Frank Wall Street Reform 

and Consumer Protection Act (the “Dodd-Frank Act”) includes non-U.S. exchange forward contracts in the 

definition of “swap” and therefore contemplates that certain of these contracts may be exchange-traded, cleared by a 

clearinghouse and regulated by the CFTC.  In November 2012, the U.S. Treasury Department issued a final 

determination that exempts foreign exchange (FX) swaps and forwards from most of the requirements in the Dodd-

Frank Act, although the exemption is limited in scope and defines FX swaps and forwards narrowly as involving the 

exchange of the principal amounts of the two currencies exchanged and must be settled on a physical basis.  FX 

swaps and forwards that do not meet this narrow definition are regulated as “swaps” by the CFTC.  Although the 

Dodd-Frank Act contemplates that certain foreign exchange forwards may be exchange-traded and cleared by a 

clearinghouse, these transactions are not currently exchange-traded so that, generally, no clearinghouse or exchange 

stands ready to meet the obligations of the contract.  Thus, the SAC Funds face the risk that their counterparties may 

not perform their obligations.  This risk may cause some or all of a SAC Fund’s gains, and protection from loss in 

the case of hedging transactions, to be unrealized. 

 

Speculative Position Limits.  The CFTC and U.S. exchanges have established “speculative position limits” on the 

maximum net long or net short position that any person may hold or control in particular futures and options on 



1935136.44 

13 

futures. Most exchanges also limit the amount of fluctuation in commodity futures contract prices on a single trading 

day.  SAC believes that established position limits will not adversely affect a SAC Fund’s contemplated trading.  It 

is possible, however, that from time to time the investment decisions of SAC may have to be modified and positions 

held or controlled by SAC, its principals and affiliates may have to be liquidated to avoid exceeding position limits.  

Such modifications and liquidations could adversely affect a SAC Fund.   

 

The Dodd-Frank Act authorizes the CFTC to impose aggregate position limits across all futures contracts and swap 

contracts on the same underlying commodity that perform significant price discovery functions, which, if enacted, 

could have an adverse effect on SAC’s trading for the SAC Funds. 

 

Commodity Brokers May Fail.  Commodity Exchange Act Section 4d(a)(2) requires a futures commission merchant 

to segregate funds deposited in a customer’s commodity futures account.  If a commodity broker used by a SAC 

Fund fails to properly segregate customer funds, the SAC Fund may be subject to a risk of loss of its funds on 

deposit in the event of such commodity broker’s bankruptcy or insolvency. In addition, under certain circumstances, 

such as the inability of another customer of the commodity broker or the commodity broker itself to satisfy 

substantial deficiencies in the other customer’s account, certain of the SAC Funds may be subject to a risk of loss of 

the funds on deposit even if such funds are properly segregated.  In the case of any such bankruptcy or customer 

loss, the SAC Funds might recover, even in respect of property specifically traceable to them, only a pro rata share 

of all property available for distribution to all of the commodity broker’s customers.  If no property is available for 

distribution, the SAC Funds would not recover any of their assets. 

 

The SAC Funds’ Brokerage Firms May Fail.  The SAC Funds leave their assets on deposit with their brokers and 

banks and may choose not to use a bank custodian to hold their assets.  Rule 15c3-3 under the Securities Exchange 

Act of 1934, as amended (the “Exchange Act”), requires a broker-dealer to segregate a customer’s cash and fully 

paid-for securities from the broker-dealer’s own assets.  If the broker-dealer fails to do so, the SAC Funds may be 

subject to risk of loss of the assets held by the broker-dealer in the event of the broker-dealer’s bankruptcy.  If a 

broker-dealer used by the SAC Funds fails or becomes insolvent, the U.S. Securities Investor Protection Corporation 

provides a maximum of $500,000 of account insurance per SAC Fund, subject to a limit of $250,000 for cash.  Since 

a SAC Fund’s assets on deposit usually will exceed these amounts, the SAC Fund may receive only a pro rata share 

of the remaining assets deposited with the failed broker-dealer.  The SAC Funds also utilize foreign broker-dealers 

that may not be subject to investor protection regulations such as those referenced above.  If a foreign broker-dealer 

used by the SAC Funds fails or becomes insolvent, the portion of a SAC Fund’s assets on deposit which are 

recoverable may be extremely limited.  An example of such a risk occurred upon the failure of Lehman Brothers and 

several of its foreign affiliates.  

 

Limitations on Redemption of Certain Investments.  A SAC Fund may at times invest, on a lock-up basis, a portion 

of its assets with unaffiliated entities that do not permit ready redemption of such investments.  Thus, the SAC Fund 

may be unable to withdraw its capital from one or more unaffiliated entities, notwithstanding the fact that SAC has 

determined that such unaffiliated entity no longer warrants an investment.  If such unaffiliated entities perform 

inadequately and the SAC Fund is unable to withdraw its capital from such unaffiliated entities, it could have a 

material adverse effect on the performance of the SAC Fund. 

 

Purchases of Securities and Other Obligations of Financially Distressed Companies.  From time to time, certain of 

the SAC Funds may purchase securities and other obligations of companies that are experiencing significant 

financial or business distress, including companies involved in bankruptcy or other reorganization and liquidation 

proceedings.  Although these purchases may result in significant returns to the SAC Funds, they involve a 

substantial degree of risk and may not show any returns for a considerable period of time.  In fact, many of these 

securities and investments ordinarily cannot be realized unless and until the company reorganizes and/or emerges 

from bankruptcy proceedings, and as a result may have to be held for an extended period of time.  There is no 

assurance that SAC will correctly evaluate the nature and magnitude of the various factors that could affect the 

prospects for a successful reorganization or similar action.  In any reorganization or liquidation proceeding relating 

to a company in which a SAC Fund invests, the SAC Fund may lose its entire investment or may be required to 

accept cash or securities with a value less than the SAC Fund’s original investment. 

 

Participation in Management by the SAC Funds.  From time to time, some of the SAC Funds may take actions to 

maximize shareholder value in companies in which the SAC Funds have a substantial investment by participating in 
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the management of such companies.  For example, a SAC Fund may seek representation on the board of directors of 

such a company.  A member of a board of directors owes certain obligations to all shareholders of the company.  

Upon obtaining board representation, a SAC Fund may become an “insider” for the purpose of the U.S. federal 

securities laws and, accordingly, may be restricted or prohibited from trading securities of the company, including 

securities which it may own in such company, while it continues to be represented on the board of directors.  If a 

company performs inadequately and a SAC Fund is restricted in its ability to sell securities of the company, it could 

have a material adverse effect on the performance of the SAC Fund. 

 

Counterparties to Derivatives Transactions May Fail.  As noted above, the SAC Funds enter into derivatives 

transactions in the course of their investment activities.  The economic success of these transactions, including 

forwards, futures, options and swaps, depend on future performance by the counterparty with which a SAC Fund has 

transacted.  If there is a default by the counterparty to such a transaction, the SAC Fund will under normal 

circumstances have contractual remedies pursuant to the agreements related to the transaction.  However, exercising 

such contractual rights may involve delays or costs which could result in the net asset value of the SAC Fund being 

less than if the SAC Fund had not entered into the transaction.  The obligation of the counterparty may not be 

secured by pledged assets or, if secured, possibly may not be fully secured.  To the extent such transactions are not 

fully secured, the SAC Funds depend on the creditworthiness of the counterparties with which they have transacted.  

If one or more of the SAC Fund’s counterparties were to become insolvent or the subject of liquidation proceedings 

in the United States, there exists the risk that the recovery of the SAC Fund’s securities and other assets from such 

counterparty will be delayed or be of a lesser value.  Counterparties located in a jurisdiction other than the United 

States may be subject to various laws and regulations that are designed to protect their customers in the event of 

their insolvency.  In view of the large number of counterparties and jurisdictions involved and the range of possible 

factual scenarios involving the insolvency of a counterparty, it is impossible to generalize about the effect of 

insolvency on a SAC Fund and its assets.  Investors should assume that the insolvency of any counterparty would 

result in a loss to a SAC Fund, which could be material.  

 

Other Derivative Instruments.  A SAC Fund may take advantage of opportunities with respect to derivative 

instruments that are not presently contemplated for use or that are currently not available, but that may be 

developed, to the extent such opportunities are both consistent with the SAC Fund’s investment objectives and 

legally permissible.  Special risks may apply to instruments that are invested in by the SAC Fund in the future that 

cannot be determined until such instruments are developed or the SAC Fund determines to make such an 

investment.  

 

Competition; Availability of Investments.  Certain markets in which the SAC Funds may invest are extremely 

competitive for attractive investment opportunities.  There can be no assurance that the SAC Funds will be able to 

identify or successfully pursue attractive investment opportunities in such environments.  Among other factors, 

competition for suitable investments from other pooled investment vehicles, the public equity markets and other 

investors may reduce the availability of investment opportunities.  There has been significant growth in the number 

of firms organized to make such investments, which may result in increased competition to a SAC Fund in obtaining 

suitable investments or an increase in the number of investors that are attempting to purchase or sell similar 

positions simultaneously. 

 

The SAC Funds’ Investments Are Speculative and Volatile.  Securities and commodity interest prices are highly 

volatile.  Moreover, since SAC buys and “sells short” securities on margin, the volatility of the SAC Funds’ 

portfolios is greatly increased, leading to significantly greater risks.  The SAC Funds invest in these markets on a 

purely speculative basis.  No assurance can be given that SAC’s speculative investing will result in profitable 

investments for the SAC Funds or that a SAC Fund and/or SAC Funds will not incur substantial losses.  

 

Illiquid Investments.  Each of the SAC Funds may hold a portion of its total assets in non-public, restricted or 

illiquid securities.  At various times, the markets for securities purchased or sold by the SAC Funds may be “thin” or 

illiquid, including by reason of a trading halt; as a result, purchasing or selling securities at desired prices or in 

desired quantities may be difficult or impossible.  There may be no market for unlisted securities in which the SAC 

Funds invest.  In some cases, the SAC Funds may be prohibited from disposing of such securities for a specified 

period of time, which could cause a material adverse effect to the SAC Fund.   
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The SAC Funds’ Assets May Not Be Diversified.  The SAC Funds have no diversification requirements and may 

concentrate investments in particular types of positions.  The investment risk of a portfolio that is concentrated in 

particular positions is greater than it would be if the portfolio were invested in a more diversified manner.  The SAC 

Funds may at times have an unusually high concentration in certain types of positions because of SAC’s investment 

methods and strategies.  This lack of diversification could result in significant losses. 
 

Systems Risks.  The success of the SAC Funds is dependent on SAC’s ability to develop and implement appropriate 

systems for the SAC Funds’ activities.  Each SAC Fund may rely extensively on computer programs and systems to 

trade, clear and settle securities transactions, to evaluate certain securities based on real-time trading information, to 

monitor its portfolio and capital, and to generate risk management and other reports that are critical to oversight of 

such SAC Fund’s activities.  In addition, certain of SAC’s operations interface with or depend on systems operated 

by third parties, including prime brokers and market counterparties and their sub-custodians and other service 

providers, and SAC may not be in a position to verify the risks or reliability of such third-party systems.  These 

programs or systems may be subject to certain defects, failures or interruptions, including, but not limited to, those 

caused by worms, viruses and power failures.  Any such defect or failure could have a material adverse effect on the 

SAC Funds.  For example, such failures could cause settlement of trades to fail, lead to inaccurate accounting, 

recording or processing of trades, and cause inaccurate reports, which may affect SAC’s ability to monitor the 

investment portfolios of the SAC Funds and their risks. 

 

Risks of Quantitative Strategies. 

 

Trading Model and Data Risk.  Given the complexity of the investments and strategies of certain SAC Funds, SAC 

must rely heavily on proprietary analytical models it has developed and information and data supplied by third 

parties (“Models and Data”) in addition to the judgment or discretion of SAC’s investment professionals.  Models 

and Data are used to select investments or evaluate potential investments and also in connection with the hedging of 

certain SAC Funds’ investments. 

 

When Models and Data prove to be incorrect, misleading, or incomplete, any decisions made in reliance thereon 

expose a SAC Fund to potential risks.  For example, SAC may, in reliance on Models and Data, buy certain 

investments at prices that are too high, sell certain other investments at prices that are too low, enter into additional 

unnecessary transactions that incur transaction costs or miss favorable opportunities altogether.  Similarly, any 

hedging based on faulty Models and Data may prove to be unsuccessful.   

 

Some of the analytical models used by SAC are predictive in nature.  The use of predictive models has inherent 

risks.  For example, such models may incorrectly forecast future behavior, leading to potential losses on a cash flow 

and/or a mark-to-market basis.  Furthermore, since predictive models are usually constructed and operated based on 

historical data as well as real time data supplied by third parties, the success of relying on such models may depend 

heavily on the accuracy and reliability of the supplied data.  

 

Those SAC Funds which rely on Models and Data are unlikely to be successful unless the assumptions underlying 

the models are realistic and either remain realistic and relevant in the future or are adjusted to account for changes in 

the overall market environment.  If such assumptions are inaccurate or become inaccurate and are not promptly 

adjusted, it is likely that profitable trading signals will not be generated.  If and to the extent that the models do not 

reflect certain factors, and SAC does not successfully address such omission through its testing and evaluation and 

modify the models accordingly, substantial losses may result.  SAC will continue to test, evaluate and add new 

models, as a result of which the existing models may be modified from time to time.  There can be no assurance as 

to the effects (positive or negative) of any such modification on the performance of the SAC Funds using such 

models. 

 

Risk of Programming and Modeling Errors.  The research and modeling process at SAC is complex and involves 

financial, economic, econometric and statistical theories.  Although SAC seeks to hire individuals skilled in each of 

these functions, the complexity of the individual tasks, the difficulty of integrating such tasks, and the limited ability 

to perform “real world” testing of the end product increases the chances that the finished model may contain errors; 

one or more of such errors could adversely affect the performance of one or more SAC Funds. 
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Valuation of Investments.  The securities of each SAC Fund will be valued in accordance with the guidelines set 

forth in such SAC Fund’s operative documents.  If SAC determines that the market price does not fairly represent 

the value of an asset or liability, or that liquidation or third-party market valuations are unavailable to value an asset 

or liability, SAC will value such investment as it reasonably determines.  To the extent that a SAC Fund invests in 

private securities or restricted securities, the valuation of such securities will be determined by SAC, whose 

determination will be final and conclusive as to all parties.  Even where a security has a readily available public 

market, reported prices and quotations are often in sizes of positions below the typical sizes of positions in the SAC 

Funds.  Accordingly, the published prices do not give a completely accurate indication of the prices at which a SAC 

Fund’s positions may be liquidated.   

 

These procedures, however, may be unable to detect every error contained in the valuation information.  To the 

extent the information received by a SAC Fund is inaccurate or unreliable, the valuation of the SAC Fund’s 

securities may be inaccurate.  Inaccurate valuations may, among other things, prevent the SAC Fund from 

effectively managing its investment portfolios and risks, may result in the SAC Fund exceeding certain investment 

guidelines, and may affect the diversification and risk management of the SAC Fund’s portfolios.  The value of the 

SAC Fund’s portfolio may also be affected by changes in accounting standards, policies or practices.  In view of a 

wide variety of market factors and the nature of certain securities to be held by the SAC Funds, there is no guarantee 

that the value determined by SAC will represent the value that will be realized by a SAC Fund on the eventual 

disposition of its investment or that would, in fact, be realized upon an immediate disposition of its investment.  The 

valuations to be performed by SAC are inherently different from the valuation of a SAC Fund’s securities if such 

fund were forced to liquidate all or a significant portion of its securities, which liquidation valuation could be 

materially lower. 

 

Adverse Legal Action; Litigation.  SAC’s business is subject to extensive and complex regulation.  The regulatory 

bodies with jurisdiction over SAC generally have the authority to conduct investigations and administrative 

proceedings, and to grant or cancel SAC’s authority to carry on its business.  From time to time, SAC becomes 

aware of investigations by regulatory or governmental authorities into certain matters, including trading in particular 

securities or types of securities by SAC and its employees or former employees.  SAC is aware of several such 

investigations at present, including both broad inquiries into trading in particular sectors and more narrowly focused 

inquiries.  At this time, SAC does not know whether any such investigation will lead to further investigations or to 

additional proceedings against SAC or any of its current or former employees.  SAC may also be subject to litigation 

arising from investor dissatisfaction with the performance or operations of the SAC Funds.  Any such lawsuits, 

investigations or inquiries have the potential to be protracted, distracting to management, and/or may result in 

significant fines, disgorgement of profits, or penalties that could be damaging to SAC’s reputation and business.  

Moreover, mere allegations of improper conduct, whether the ultimate outcome is favorable or unfavorable, or 

negative publicity or press speculation about an investigation or proceeding, whether or not valid, could harm SAC’s 

reputation. 

 

Item 9 Disciplinary Information 

 

On November 20, 2012, the SEC filed a civil complaint against CR Intrinsic Investors, LLC (“CR Intrinsic”), a 

wholly owned subsidiary of SAC Advisors, as well as against a former employee of CR Intrinsic and a doctor in 

federal court in the Southern District of New York.  The SEC complaint (the “SEC Elan Complaint”) alleges, among 

other things, that CR Intrinsic, its affiliated investment advisers and certain of the funds advised by such persons 

made over $276 million in profits or avoided losses by trading in the securities of Elan Corporation, plc (“Elan”) and 

Wyeth between July 21, 2008 and July 29, 2008, on the basis of material nonpublic information in advance of a 

public announcement on July 29, 2008 involving clinical trial results for an Alzheimer’s drug being jointly 

developed by Elan and Wyeth, in violation of Section 10(b) of the Exchange Act, Rule 10b-5 thereunder and Section 

17(a) of the Securities Act.  Additionally, on November 20, 2012, the United States Attorney’s office for the 

Southern District of New York unsealed a criminal complaint against the former employee charging him with 

violations of the securities laws arising out of trading in the securities of Elan and Wyeth.  The former employee was 

convicted of such charges on February 6, 2014. 

 

Subsequent to the filing of the SEC Elan Complaint, multiple class action complaints were filed by purported 

shareholders of Elan and shareholders of Wyeth against, among others, SAC Advisors, CR Intrinsic, Steven A. 

Cohen and certain affiliates of SAC Advisors (the “Elan Class Action Complaints”).  The Elan Class Action 
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Complaints assert claims under Section 10(b), 20(a) and 20A of the Exchange Act and repeat the allegations 

contained in the SEC Elan Complaint.   

 

On March 15, 2013, CR Intrinsic, as defendant, and certain of its affiliates, as relief defendants (collectively with 

CR Intrinsic, the “CRI Elan Defendants”), settled the SEC’s claims against CR Intrinsic as set forth in the SEC Elan 

Complaint by executing a consent to the entry of judgments (the “Elan Judgments”) by the court without admitting 

or denying the charges set forth in the SEC Elan Complaint.  On April 16, 2013, the court conditionally approved 

the settlement but did not enter judgment against the CRI Elan Defendants.  The Elan Judgments, which remain 

subject to the approval of the court, order the CRI Elan Defendants to pay $274,972,541 in disgorgement, 

$51,802,381.22 in prejudgment interest, and a $274,972,541 penalty.  The Elan Judgment to be entered against CR 

Intrinsic permanently restrains and enjoins CR Intrinsic from violating Section 17(a) of the Securities Act, Section 

10(b) of the Exchange Act and Rule 10b-5 promulgated thereunder.  CR Intrinsic has agreed to pay such 

disgorgement, interest and penalty and no such amount will be borne by the SAC Funds. 

 

On January 18, 2012, the United States Attorney’s office for the Southern District of New York (the “SDNY 

Office”) arrested an analyst employed by Sigma Capital Management, LLC (“Sigma Management”), an affiliate of 

SAC Advisors, and charged him, along with three other individuals associated with other firms, with conspiracy to 

commit securities fraud and securities fraud based on allegations of insider trading.  At the same time, the 

government unsealed guilty pleas by an additional three individuals associated with other firms who are cooperating 

with its investigation.  The same day, the SEC filed a complaint (the “SEC Dell Complaint”) asserting civil claims 

for securities fraud against the seven individuals and the other firms employing four of the individuals.  Neither SAC 

Advisors nor any affiliated entity was named in the SEC Dell Complaint.  On September 28, 2012, the analyst 

entered a guilty plea in the case and agreed to cooperate with the government’s investigation.  On March 29, 2013, 

the government arrested a portfolio manager on leave from Sigma Management on charges related to those set forth 

in the SEC Dell Complaint, and he was convicted of such charges on December 18, 2013. 

 

On March 15, 2013, the SEC filed a civil complaint against Sigma Management, a wholly owned subsidiary of SAC 

Advisors, on substantially the same facts as alleged in the SEC Dell Complaint (the “Sigma Complaint”).  On the 

same day, Sigma Management, as defendant, and certain of its affiliates, as relief defendants (collectively with 

Sigma Management, the “Sigma Dell Defendants”), settled the SEC’s claims against Sigma Management as set forth 

in the Sigma Complaint by executing a consent to the entry of judgments by the court without admitting or denying 

the charges set forth in the Sigma Complaint.  These judgments ordered the Sigma Dell Defendants to pay 

disgorgement of $6,425,000 plus prejudgment interest of $1,094,161.92 and a penalty of $6,425,000.  Sigma 

Management timely paid such disgorgement, interest and penalty and no such amount was borne by the SAC Funds.  

The judgment entered against Sigma Management permanently restrains and enjoins Sigma Management from 

violating Section 17(a) of the Securities Act, Section 10(b) of the Exchange Act and Rule 10b-5 promulgated 

thereunder. 

 

On July 19, 2013, the SEC instituted an administrative proceeding against Steven A. Cohen pursuant to Section 

203(f) of the Investment Advisers Act of 1940.  The SEC Division of Enforcement alleges that Mr. Cohen failed to 

reasonably supervise the employee of CR Intrinsic referred to above in the paragraph regarding the SEC Elan 

Complaint and the portfolio manager of Sigma Management referred to above in the paragraph regarding the Sigma 

Complaint. 

 

On July 25, 2013, SAC Advisors, S.A.C. Capital Advisors, LLC, CR Intrinsic and Sigma Management (collectively, 

the “SAC Manager Defendants”) were charged in an indictment (the “SAC Manager Indictment”) with one felony 

count of wire fraud in connection with the obtainment at various times from 1999 through 2010 of material 

nonpublic information for the purpose of executing securities transactions based on that inside information and each 

SAC Manager Defendant was separately charged with a felony count of securities fraud in connection with 

obtaining and trading on material nonpublic information at various times ranging from 1999 through 2010.  Also on 

July 25, 2013, in connection with the SAC Manager Indictment, the U.S. Department of Justice initiated a civil 

action (the “SAC Civil Forfeiture Action”) alleging that (1) all of the assets of the SAC Manager Defendants and 

certain of the SAC Funds managed by the SAC Manager Defendants constitute property involved in financial 

transactions involving proceeds of unlawful activity and a conspiracy to undertake such transactions and (2) the 

SAC Manager Defendants engaged in money laundering by engaging in transactions involving profits obtained from 

the unlawful activities set forth in the SAC Manager Indictment.   
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On November 1, 2013, the SDNY Office and the SAC Manager Defendants reached a proposed resolution of the 

allegations in the SAC Manager Indictment and the SAC Civil Forfeiture Action (the “Resolution”).  As 

contemplated by the Resolution, the SAC Manager Defendants pleaded guilty to the allegations of felony wire fraud 

and felony securities fraud in the SAC Manager Indictment on November 8, 2013.  As is customary in criminal 

proceedings, the judge postponed accepting the SAC Manager Defendants’ plea to provide time for the judge to 

review a confidential sentencing report regarding the proposed resolution of the matter.  The sentencing is currently 

scheduled for April 2014.  On November 6, 2013, the court approved the Resolution of the SAC Civil Forfeiture 

Action. 

 

The Resolution calls for the SAC Manager Defendants to pay a $900 million fine in connection with the criminal 

action and a forfeiture of $284 million in connection with the settlement of the SAC Civil Forfeiture Action (after 

reduction by $616 million to reflect amounts paid or payable in connection with the prior settlement of civil 

enforcement actions brought by the SEC).  The Resolution further provides that the SAC Manager Defendants will 

cease operating as investment advisers and will wind down operations as such on terms satisfactory to the SEC.  The 

SAC Manager Defendants and affiliates thereof will retain a compliance consultant approved by the SDNY Office 

to evaluate and report on the insider trading compliance procedures of such entities.  In consideration of the pleas of 

the SAC Manager Defendants, the SAC Manager Defendants and their affiliates will not be further prosecuted 

criminally by the SDNY Office for any insider trading violation occurring between 1999 and December 31, 2012, 

nor will the SDNY Office bring any further civil or criminal forfeiture claims against the SAC Manager Defendants 

predicated on insider trading occurring at any time on or before December 31, 2012. 

 

SAC Advisors has determined to bear any costs (including any disgorgement of profits or penalties) related to 

governmental investigations of which it is aware at this time, including those described above, and not seek 

indemnification of such costs from the SAC Funds with respect thereto. 

 

Item 10 Other Financial Industry Activities and Affiliations 

 

Commodity Pool Operators/Commodity Trading Advisors 

 

Each of SAC Advisors, S.A.C. Capital Advisors, LLC (the predecessor to SAC Advisors), and S.A.C. Capital 

Management, LLC  is registered with the CFTC as a Commodity Pool Operator and a Commodity Trading Advisor 

and is a member of the NFA.   

 

Other Investment Advisers 

 

SAC Advisors, either directly or indirectly, controls, or is under common control with, the following Relying 

Advisers, which are located in New York, Boston, Stamford, Hong Kong, Singapore and Tokyo: 

 

 Sigma Capital Management, LLC 

 CR Intrinsic Investors, LLC 

 S.A.C. Capital Advisors (Hong Kong) Limited 

 Parameter Capital Management, LLC 

 S.C. Advisors (Singapore) Pte. Ltd. 

 72 Credit Management, LLC 

 S.A.C. Private Equity GP, L.P. 

 S.A.C. Capital Advisors (North Asia) Limited 

 

Each of the Relying Advisers is involved in identifying and monitoring investments recommended or made on 

behalf of SAC Funds.  The extent of such participation varies and these Relying Advisers conduct no other 

investment advisory activities. 
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Sponsors of Limited Partnerships 

 

SAC Advisors, S.A.C. Capital Management, LLC, 72 Credit GP, LLC and S.A.C. Private Equity GP, L.P. are under 

common control.  S.A.C. Capital Management, LLC, 72 Credit GP, LLC and S.A.C. Private Equity GP, L.P. serve 

as general partner to various SAC Funds organized as limited partnerships. 

 

Pooled Investment Vehicles 

 

SAC serves as investment adviser to the SAC Funds, each of which is a pooled investment vehicle. 

 

Item 11 Code of Ethics, Participation or Interest in Client Transactions and Personal Trading 

 

Code of Ethics and Personal Trading 

 

SAC Advisors has adopted a code of ethics in accordance with Rule 204A-1 under the Advisers Act and each of the 

Relying Advisers has adopted SAC Advisors’ code of ethics or, in the case of non-U.S. Relying Advisers, a code of 

ethics designed to comply with the requirements of Rule 204A-1 under the Advisers Act but for modifications as 

required by local laws or regulations (all such codes of ethics collectively, the “Code”).  The Code sets out standards 

of business and personal conduct for each SAC Employee and addresses conflicts that arise from personal trading by 

such persons and provides for disciplinary sanctions for Code violations.  For purposes of SAC’s Code, “Employee” 

means any officer, member, partner or person employed by SAC that is subject to the Code.  The policies and 

procedures set forth in the Code recognize that an investment adviser is in a position of trust and confidence with 

respect to its clients. 

 

The Code includes a code of conduct which requires Employees to (i) abide by standards of ethical conduct in their 

relationships with each other, SAC Funds, SAC investors, competitors, and the public; (ii) adhere to standards with 

respect to any potential material conflicts of interest with SAC Funds; and (iii) preserve the confidentiality of 

information that they may obtain in the course of SAC’s business and use such information properly and not in any 

way adverse to the interests of any SAC Funds, subject to the legality of using such information. 

 

The Code also includes a personal securities investment and reporting policy.  This policy, among other things, 

restricts an Employee’s ability to engage in certain personal securities transactions without the prior consent of the 

Employee’s personal trade supervisor or, if applicable, the Employee’s designated compliance officer, and requires 

reporting of any such transactions. 

 

The Code restricts Employees’ ability to conduct activities outside the firm and places limits on the value of gifts 

that may be received and/or given by Employees. 

 

Upon request of a client, SAC Advisors will provide a copy of its code of ethics. 

 

Participation or Interest in Client Transactions 

 

It is SAC’s general policy that neither SAC, nor any person in a control relationship with SAC (such as an 

investment vehicle where more than 25% of the beneficial owners are SAC or its employees), nor any employee of 

SAC, shall effect transactions as a principal with any SAC Fund. 

 

SAC has adopted a cross trade policy to govern how SAC processes a coordinated purchase of a security on behalf 

of one SAC Fund and a sale of the same security on behalf of another SAC Fund at the same time (a “cross trade”).  

A cross trade will only be undertaken when it is determined that it is in the interest of the participating SAC Funds 

and with pre-approval.  The firm does not receive a commission on any cross trade. 

 

SAC, its affiliates and their principals and employees have established, and may in the future establish, advise, or be 

affiliated with, other accounts that may engage in the same or similar businesses as the SAC Funds and may use the 

same or similar investment strategies.  SAC, its affiliates and their principals and employees may own all or a 

portion of such an other account.  Investment opportunities appropriate for the SAC Funds and other investment 
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pools will be allocated on the basis of several factors, including relative capital, tax and regulatory considerations, 

specific investment guidelines and composition of the investment pools at the time of purchase.   

 

Many of the securities in which SAC invests are limited availability investments.  Accordingly, SAC might not be 

able to allocate investments that are suitable for more than one client proportionately among different clients, and 

SAC is not committed to allocating opportunities among the accounts it manages in any particular proportion. 

 

SAC, its affiliates and their principals and employees may trade securities and commodity interests for their own 

accounts, including securities and commodity interests of the type held by or considered for investment by a SAC 

Fund’s accounts.  The records of such proprietary trading are confidential and will not be available for inspection by 

a SAC Fund or its investors.  SAC, its affiliates and their principals and employees may from time to time take 

positions in their proprietary accounts that are opposite the positions taken for, or held by, the SAC Funds’ accounts 

at the same time. 

 

In addition, SAC, its affiliates and their principals and employees may invest in securities or other obligations, or 

may establish joint ventures or other strategic relationships.  These investments are made through accounts which 

are not managed by SAC but in which a principal or employee of SAC or an affiliate of SAC may have a financial 

interest.   

 

SAC, its affiliates and their principals and employees may invest, directly or indirectly, in SAC Funds and other 

accounts advised by SAC, its affiliates and their principals and employees.  The terms of investment, including 

economic and liquidity terms, applicable to such investors may be more favorable than the terms available to the 

investors in a SAC Fund, and the investors will not be provided with notice of such terms or an opportunity to invest 

on such terms. 

 

Item 12 Brokerage Practices 

 

Selecting or Recommending Broker-Dealers 

 

In choosing brokers and dealers, SAC is not required to consider any particular criteria.  For the most part, SAC 

seeks “best execution” of transactions.  What constitutes “best execution” and determining how to achieve it 

involves many factors, including subjective factors.  In evaluating whether a broker or dealer will provide best 

execution, SAC considers a range of factors.  These include, among others: 

 

 historical net prices (after markups, markdowns or other transaction-related compensation) on other 

transactions; 

 the execution, clearance and settlement and error correction capabilities of the broker or dealer generally 

and in connection with securities of the type and in the amounts to be bought or sold;  

 the broker’s or dealer’s willingness to commit capital;  

 the broker’s or dealer’s reliability and financial stability;  

 the size of the transaction;  

 the availability of securities to borrow for short sales;  

 the nature, quantity and quality of research provided by the broker-dealer; and 

 the market for the security. 

 

While SAC negotiates brokerage rates aggressively and makes active use of automated trading systems and 

electronic communication networks (ECNs) to reduce costs (particularly for high volume trading strategies such as 

quantitative arbitrage), the ultimate goal is not necessarily to minimize trading costs per se. Rather, SAC looks to 

optimize trading costs and to ensure that costs are matched with the level of service and value received by SAC. 

SAC conducts a periodic internal broker review, where value received is measured, cross-referenced with 

commissions paid, and compared with resource usage reports from counterparties to ensure that trading 

commissions are being paid where value is being received in the trading and research relationships. 
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In addition, SAC conducts extensive analyses on a portion of its trading activity to understand and minimize market 

impact and price erosion between a quoted price and execution price due to selling pressure in the market (slippage). 

SAC also monitors the execution performance of its execution traders for best execution and slippage. 

 

Research and Other Soft Dollar Benefits 

 

SAC may select broker-dealers in recognition of the value of various services or products, beyond transaction 

execution, that they provide to a SAC Fund or SAC.  Selecting a broker-dealer in recognition of the provision of 

services or products other than transaction execution is known as paying for those services or products with “soft 

dollars.”  The amount of compensation (including markups, markdowns and commission equivalents on principal 

transactions with market-makers) a SAC Fund pays a broker-dealer who provides such services and/or products may 

be higher than what another, equally capable broker-dealer might charge.  Any research service received through a 

broker-dealer may be used by SAC in connection with client accounts other than those accounts which pay 

commissions to such broker-dealer. The research service received by SAC, through a soft dollar arrangement, may 

benefit clients’ accounts, regardless of whether such account or accounts paid commissions to the broker-dealer 

through which such research service was received. When SAC uses client brokerage commissions (or markups or 

markdowns) to obtain research or other products or services, it receives a benefit because it does not have to produce 

or pay for the research, products or services out of its own resources.   SAC may have an incentive to select or 

recommend a broker-dealer based on its interest in receiving the research or other products or services, rather than 

on its clients’ interest in receiving the most favorable execution.   The extent of any such conflict depends in large 

part on the nature and uses of the products and services acquired with soft dollars.   

 

SAC may use a SAC Fund’s soft dollars to acquire a variety of brokerage and research products and services.  

Section 28(e) of the Exchange Act recognizes the potential conflict of interest involved in this activity but protects 

investment managers such as SAC from claims that the activity involves a breach of fiduciary duty to advisory 

clients, even if the brokerage commissions paid are higher than the lowest available, if certain conditions and 

requirements are met.  To be protected under Section 28(e), SAC must, among other things, determine that 

“commissions” paid are reasonable in light of the value of the “brokerage” and “research” products and services 

acquired.  For this purpose: “commissions” include both commissions paid on agency transactions and mark-ups, 

mark-downs and commission equivalents paid to dealers in “riskless principal” transactions in securities under 

certain circumstances; “research” means products or services used to provide lawful and appropriate assistance to 

SAC in making investment decisions for its clients; and “brokerage” products and services that relate to the 

execution of a trade for SAC’s clients (including a SAC Fund) from order transmission until the delivery of 

securities or the credit of funds to the account.   

 

The types of “research” SAC may acquire include, but are not limited to, the following:  

 

 reports on or other information about particular companies or industries; 

 economic surveys and analyses; 

 consulting services regarding products, technologies, issuers or industries;  

 recommendations as to specific securities; 

 non-mass-marketed financial publications (delivered in hard copy or electronically);  

 financial database software and services; 

 computerized pricing and market data services;  

 pre-trade and post-trade analytics, software and other products that generate market research, including 

research on optimal execution venues and trading strategies;  

 advice from brokers-dealers on order execution, including advice on execution strategies, market color and 

the availability of buyers and sellers (and software that provides such market research); 

 the portion of proxy analysis services that are reports and analyses regarding issuers and industries (but not 

the portion used to vote proxies); and 

 other products or services in the categories listed in Section 28(e) or regulations thereunder or SEC 

interpretations that enhance SAC’s investment decision making.   

 

“Brokerage” products and services (beyond typical execution services) include, but are not limited to, the following:  

(i) trading software used to route orders to market centers, (ii) software that provides algorithmic trading strategies, 
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(iii) software used to transmit orders to direct market access systems, (iv) connectivity services between SAC and an 

executing broker (including dedicated lines between SAC’s order management system and the executing broker, 

lines between the executing broker and order management systems operated by third parties, and message services 

used to transmit orders to brokers for execution of SAC Fund transactions), and (v) short-term custody of funds and 

securities relating to effecting, clearing and settling particular transactions.   

 

SAC’s current policy provides that the use of “soft dollars” to pay for research products or services will fall within 

the safe harbor created by Section 28(e).  SAC may, however, in the future, use “soft dollars” to pay for products or 

services outside of the safe harbor created by Section 28(e). 

 

Brokers and dealers from which SAC obtains soft-dollar services or products generally establish “credits” based on 

past transactional business (including markups and markdowns on principal transactions, such as transactions with 

market-makers for NASDAQ securities), which may be used to pay or reimburse SAC for specified expenses.  In 

some cases the process is less formal; a broker or dealer simply may suggest a level of future business that would 

fully compensate the broker or dealer for services or products it provides.  A SAC Fund’s actual transactional 

business with a broker-dealer may be less than the suggested level but can, and often will, exceed that level, and 

credits established may exceed the amounts used to acquire products and services.  This may be in part because the 

SAC Fund’s investment activities generate aggregate commissions in excess of the levels of future business 

suggested by all brokers and dealers who provide products and services.  In addition, it may be in part because those 

brokers and dealers may also provide superior execution and may therefore be most appropriate for particular 

transactions.  SAC may ask a broker or dealer who is executing a transaction to “step out” of a portion of the 

transaction in favor of a broker or dealer who has provided or is willing to provide products or services for soft 

dollars.  That is, the executing broker or dealer will allow a portion of the overall commissions or other 

compensation to be paid to the soft-dollar broker-dealer.  This assists SAC in acquiring products and services with 

soft dollars while continuing to seek best execution. 

 

These procedures are generally consistent with the requirements of Section 28(e) when the products or services 

acquired constitute research and/or brokerage.  Except in the case of certain “riskless-principal” transactions in 

NASDAQ securities, for which the Section 28(e) safe harbor is available, the safe harbor is not available for 

transactions effected on a principal basis, such as most transactions with market-makers in over-the-counter equity 

and debt securities where the dealer is compensated through a mark-up, markdown or other differential over the 

price it might itself obtain in its own purchases or sales in the market.  SAC may nonetheless use such dealer 

compensation as soft dollars with which to acquire products and services of the kinds described above. 

 

Brokerage for Client Referrals 

 

SAC may select a broker-dealer that sells and/or promotes interests in SAC Funds, although SAC does not consider 

referrals in seeking to achieve the most favorable execution for the SAC Funds. 

 

Directed Brokerage 

 

SAC determines the selection of particular broker-dealers for securities transactions of the SAC Funds subject to 

SAC’s policy to seek best execution for such transactions.  SAC does not recommend, request or require that a SAC 

Fund direct it to execute transactions through a specified broker-dealer, nor does SAC permit SAC Funds to direct 

brokerage.   

 

Aggregation of Client Orders 

 

It is SAC’s general policy that orders on behalf of multiple SAC Funds will not be aggregated, which could result in 

an increase in transaction costs for a SAC Fund.  SAC may, however, combine orders (i) on behalf of the same SAC 

Fund, (ii) a wholly owned subsidiary thereof or (iii) from time-to-time across funds.  In such cases, SAC may 

allocate the securities or proceeds arising out of those transactions (and the related transactional expenses) on an 

average-price basis among the various participants.  SAC believes combining orders in this way may, over time, be 

advantageous to all participants. 

Trade Errors 
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In the course of carrying out investment activities on behalf of a SAC Fund, trade errors may occur.  It is SAC’s 

general policy that a SAC Fund will be responsible for any loss resulting from a trade error, except for a loss arising 

from the gross negligence of SAC. 

 

Item 13 Review of Accounts 

 

As part of SAC’s risk management process, SAC monitors the composition of each SAC Fund’s portfolio by 

strategy.  SAC’s Global Head of Risk Management and his team are primarily responsible for this monitoring.  

 

Item 14 Client Referrals and Other Compensation 

 

SAC does not participate in arrangements with non-clients that result in SAC receiving an economic benefit for 

providing investment advice or other services to its clients.  SAC does not currently compensate any person for 

client referrals. 

 

Item 15 Custody 

 

SAC may be deemed to have custody, as defined under Rule 206(4)-2 under the Advisers Act, of funds or securities 

of the SAC Funds.  SAC relies on the “audit exemption” under Rule 206(4)-2(b)(4) under the Advisers Act, which 

exempts an adviser to a limited partnership, limited liability company or other pooled investment vehicle from the 

requirement to deliver account statements to its clients if the adviser requires the vehicle to be audited annually by 

an independent public accountant that is registered with the Public Company Accounting Oversight Board and 

distributes the audited financial statements annually to the investors in the vehicle. 

 

Item 16 Investment Discretion 

 

SAC has discretionary authority to manage the securities portfolios of the SAC Funds pursuant to investment 

management agreements with the SAC Funds, which customarily do not place limitations on SAC’s authority to 

manage a SAC Fund’s portfolio. 

 

Item 17 Voting Client Securities 

 

SAC’s policy is to vote or abstain from voting proxy proposals, amendments, consents, or resolutions (collectively, 

“proxies”) on behalf of accounts managed by SAC (each, a “SAC Account”) generally in accordance with the 

recommendations of a proxy voting service provider (the “Proxy Service Provider”), which is an unaffiliated, 

third-party proxy voting advisory firm that specializes in providing proxy voting services to institutional investment 

managers.  SAC does not, however, follow the Proxy Service Provider’s recommendation in all instances.  In 

particular, a portfolio manager may vote contrary to the Proxy Service Provider’s recommendation or abstain from 

voting if the portfolio manager determines that the vote or abstention to vote is consistent with the portfolio 

manager’s investment thesis or otherwise in the SAC Account’s interests.  SAC, through its Proxy Committee, may 

also make a determination that the interests of the SAC Accounts are best served by voting proxies on an aggregated 

firm-wide basis for certain proxy proposals.  SAC’s Brokerage Committee semi-annually reviews SAC’s voting 

practices, including when a portfolio manager votes contrary to the Proxy Service Provider’s recommendation or 

abstains from voting. 

 

Potential conflicts of interest may arise due to a variety of reasons that could affect how SAC votes proxies.  The 

Proxy Committee attempts to minimize material conflicts of interest by utilizing recommendations from the Proxy 

Service Provider.  In instances where a portfolio manager decides to vote contrary to the Proxy Service Provider’s 

recommendation or abstain from voting, SAC will review the vote for any potential conflicts of interest. 

 

Upon request of a client, SAC will provide a copy of its proxy voting policies and procedures and provide 

information regarding how proxies have been voted. 
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Item 18 Financial Information 

 

SAC does not require the payment of fees or other compensation six months or more in advance.  There exists no 

financial condition of which SAC is currently aware that would impair SAC’s ability to meet contractual 

commitments to its clients.  SAC has not been the subject of a bankruptcy petition within the past 10 years. 

 

Item 19 Requirements for State-Registered Advisers 

 

This Item is not applicable to SAC. 


