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“Wonderful Company at a Fair Price”

=

High ROIC + High EBIT/EV

How to Beat the Little Book
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Deep Value: Why Activist Investors and  

Other Contrarians Battle for Control of  

Losing Corporations (Wiley Finance)
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Carbon Beach Strategy =  

Deep Value +

Special Situations +  

Hedging.
(Based on Warren Buffett’s Buffett Partnership strategy)



Deep Value
Acquirer’s Multiple vs Magic Formula (>$1 billion)

Acquirer’s Multiple17.9%

Magic Formula16.2%

S&P 500TR 10.3%



Pure Charlie
Acquirer’s Multiple vsMagic Formula (>$200m)



ROIC Mean Reversion



7. Liquidations

Special Situations

8. SpinOffs

1. Sum-of-the-PartsArb

2. “Busted” MergerArb

3. Off-the-Run Securities

4. Naked Puts

5. Float/Debt Reduction

6. Fat tails:LEAPs/Warrants



Hedging



A special situation  

“wrapper” for our special  

situation strategy.

Structural alpha through tax  

deferral or tax elimination.





Disclosures
A Private Placement Variable Annuity (PPVA) Investment Account and a Private Placement Variable Universal Life (PPVUL) Investment Account are unregistered securities products and are not subject to the same regulatory requirements  

as registered products. As such, a Private Placement Variable Annuity Investment Account and a Private Placement Variable Universal Life Investment Account should only be presented to accredited investors or qualified purchasers as  

described by the Securities Act of1933.

This material is intended for informational purposes only, should not be construed as legal or tax advice, and is not intended to replace the advice of a qualified attorney or tax advisor. The information in this presentation is for  

educational purposes only and is not intended as a solicitation. Investment in the Carbon Beach IDF can be made only through a PPVA and a PPVUL contract sold through licensed insurance brokers.

PPVA Investment Accounts are long‐term investments. The value of a PPVA Investment Account will fluctuate and, when redeemed, may be worth more or less than the original deposit. Withdrawals or other distributions, including  death 

benefit payments, will be subject to ordinary income tax. If withdrawals or other distributions are taken prior to age 59½, a 10% excise tax may apply to the gain element. South Dakota charges a premium tax for PPVA Investment

Account deposits. California, Maine, Nevada, Puerto Rico, West Virginia, and Wyoming charge a tax upon annuitization of a PPVA Investment Account. A PPVA Investment Account may include additional fees such as placement fees and  

performance fees. None of the illustrations contained herein assume these fees. The returns would be lower if these fees become applicable.

A PPVUL Investment Account combines the protection and tax advantages of life insurance with the investment potential of a comprehensive selection of variable investment options. The insurance component provides death benefit  

coverage and the variable investment component provides you the flexibility to potentially increase the policy's surrender and loanvalue.

Assumes Insured is a male age 50 who does not smoke and is classified as a Preferred insurance risk. The policy performance is comparable for a female age 55 who does not smoke and is classified as a Preferred insurance risk. The life  

expectancy of a male age 50 classified as a Preferred non‐smoker life insurance risk is 40 years. Life expectancy is defined herein as the year in which the probability of the insured still being alive is 50%, based on Society of Actuaries'  

2008 VBT Select mortality table.

Assumes a net level annual rate of return of 7.00%, unless noted otherwise, in the variable policy subaccounts after investment management fees and before insurance‐related charges. Assumes the policy is issued in the state of  

Connecticut.

These calculations make assumptions as to future investment returns, mortality costs, and administrative expenses and are not guaranteed. Actual results may be higher or lower than illustrated. Loans and partial withdrawals will  

decrease the death benefit and cash value and may be subject to policy limitations and income tax.

The tax and legal references attached herein are designed to provide accurate and authoritative information with regard to the subject matter covered and will be provided with the understanding that the presenter is not engaged in

rendering tax, legal, or actuarial services. If tax, legal, or actuarial advice is required, you should consult your accountant, attorney, or actuary. The presenter does not replace those advisors. This analysis does not include any fees

charged by professional advisors engaged by the client for tax and/or legaladvice.

The tax rates and tax treatment of earnings may impact comparative results. Lower maximum tax rates on capital gains and dividends would make the investment return for the Taxable Investment Account more favorable, thereby  

reducing the difference in performance between the accounts shown. Investments in securities involve risks, including the possible loss of principal. When redeemed, units may be worth more or less than their original value.

The information and financial data included here are purely hypothetical and are not intended to predict or project future performance. Any illustration is intended solely for discussion purposes and is not representative of any actual  

investment results or performance. Actual investment results and performance will vary and are not guaranteed. This information is not intended to constitute any future performance figures and no specific securities are identified.

The financial illustrations and other statements within this report, as well as comments made by any individuals, are not guaranteed and do not constitute a contract. Any contract entered into is between the PPVA or PPVUL owner and  

the insurance company, through its PPVA or PPVUL Investment Account policy. You should obtain the PPVA and/or PPVUL contract and offering documents from a licensed insurance broker and read them thoroughly.

Investors should consider the investment objectives and horizons, income tax brackets, risks, charges, and expenses of any variable product carefully before investing. This and other important information about the investment company  

is contained in each fund’s offering memorandum, which can be obtained from a licensed insurance broker. Please read it carefully before you invest.

SOLELY FOR INSTITUTIONAL INVESTORS, defined by FINRA Rule 2210(a)(4) to include any (a) financial institution, insurance company, registered investment company, registered investment adviser or any other person (whether a  

natural person, corporation, partnership, trust or other entity) with total assets of at least $50 million, (b) governmental entity, (c) employee benefit plan, (d) qualified plan, (e) member or registered person of such member, or (f) person acting  

solely on behalf of such institutionalinvestor.

By accepting these materials, the recipient agrees to keep the materials and their content confidential and not to use the materials or the content for any purpose other than to evaluate a financial transaction with SALI Fund Services of  

the type described in the materials, except that there is no limitation on disclosure of the tax treatment or tax structure of the products and/or transaction structures contained herein.

© 2017 Carbon Beach IDF Subadvisor and SALI Fund Services. All rights reserved. Any unauthorized use or disclosure of these materials without the written consent of Carbon Beach IDF Subadvisor and SALI Fund Services is prohibited.  

Pursuant to IRS Circular 230, we notify you as follows: The information contained in this document is not intended to and cannot be used by anyone to avoid IRS penalties.


