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brochure, please contact us at 901-761-2474. The information in this brochure has not been 
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website at www.adviserinfo.sec.gov. The searchable IARD/CRD number for Southeastern Asset 
Management, Inc. is 105276.  
 
Southeastern Asset Management, Inc. is a Registered Investment Adviser. Registration with the 
United States Securities and Exchange Commission or any state securities authority does not 
imply a certain level of skill or training.  

http://www.adviserinfo.sec.gov/�


Southeastern Asset Management, Inc.   IARD/CRD No: 105276 
Form ADV Part 2A  SEC File No.: 801- 11123 
Brochure   February 1, 2012 
 

©2010 National Compliance Services 800-800-3204 
 

 

SUMMARY OF MATERIAL CHANGES 
 

Southeastern Asset Management 's Brochure has been updated with the following material changes 
that have occurred since the last annual update of our brochure on March 31, 2011. 
 
In January 2012 Southeastern hired Peter Kris as Head of Global Funds Business to manage 
Southeastern’s mutual fund business in the US and UCITS overseas. In connection with this role, Mr. 
Kris has applied to become a registered representative of Rafferty Capital Markets LLC, an SEC 
registered broker-dealer, which Southeastern has selected to assist with mutual fund distribution. 
Please see “Other Financial Industry Activities and Affiliations, Section A.” 
 
In January 2012 a charitable foundation related to Southeastern seeded a small private fund that is 
being managed for no fee. This fund will have more flexibility regarding the use of derivatives and 
illiquid securities than the mutual funds Southeastern advises, but will adhere to the same 
fundamental investment beliefs.  Because a related foundation is the sole investor in the fund, 
Southeastern has a potential conflict of interest when allocating investments. Consequently, 
Southeastern has updated its trade allocation policies and procedures to ensure no preferential 
treatment. Southeastern’s compliance personnel, including the CCO, routinely monitor allocations for 
consistency with policies and procedures, as well as any evidence of conflict of interest. Please see 
“Other Financial Industry Activities and Affiliation, Section C.” 
 
Southeastern’s discretionary assets under management at December 31, 2011 were 
$31,484,704,601.00. 
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Advisory Business 
 

Form ADV Part 2A, Item 4 
 
THIS SECTION IS REQUIRED. YOU MAY NOT OMIT THIS HEADING. You must answer each item. If an 
item is not applicable, you must state that it is not applicable. 
 
A. Describe your advisory firm, including how long you have been in business. Identify your principal owner(s). 

Notes: (1) For purposes of this item, your principal owners include the persons you list as owning 25% or more 
of your firm on Schedule A of Part 1A of Form ADV (Ownership Codes C, D or E). (2) If you are a publicly held 
company without a 25% shareholder, simply disclose that you are publicly held. (3) If an individual or company 
owns 25% or more of your firm through subsidiaries, you must identify the individual or parent company and 
intermediate subsidiaries. If you are an SEC-registered adviser, you must identify intermediate subsidiaries that 
are publicly held, but not other intermediate subsidiaries. If you are a state-registered adviser, you must identify 
all intermediate subsidiaries. 

 
In 1975 O. Mason Hawkins founded Southeastern Asset Management Inc. (“Southeastern” or the “Company”) 
to provide investment management services for clients using a value-oriented, long-term, bottom-up stock 
selection process. Mr. Hawkins owns more than 50% of the firm, and serves as its Chairman and CEO. In 
1986, G. Staley Cates joined the research team and currently serves as President and CIO, as well as on the 
Board of Directors. Mr. Cates owns over 25% of Southeastern. The remainder of the Company is owned 
entirely by its employees.  
 
Southeastern Asset Management International (UK) Ltd. (“Southeastern UK”), is a UK limited company 100% 
owned by Southeastern. Southeastern UK serves as an investment subadviser to provide international 
research and client services to Southeastern. Southeastern Asset Management International (Singapore) Pte. 
Ltd. (Southeastern Singapore), is a Singapore limited company 100% owned by Southeastern, and provides 
fund management as a subadviser. Southeastern UK and Southeastern Singapore were formed with existing 
employees of Southeastern and began operation in November 2007 and December 2009, respectively, after 
receiving regulatory authorization. Southeastern UK and Southeastern Singapore provide services directly to 
Southeastern to assist in managing client portfolios. 
 
 
 
B. Describe the types of advisory services you offer. If you hold yourself out as specializing in a particular type 
of advisory service, such as financial planning, quantitative analysis, or market timing, explain the nature of that 
service in greater detail. If you provide investment advice only with respect to limited types of investments, 
explain the type of investment advice you offer, and disclose that your advice is limited to those types of 
investments. 
 
The Company primarily provides discretionary investment management services for institutional accounts and 
funds. The Company follows a similar strategy for its various clients and seeks superior long-term performance 
by acquiring equity securities that meet certain qualitative and quantitative criteria:  

  
     •   Good businesses that are understandable, financially sound, competitively entrenched, and will generate 

growing free cash flow;  
      •   Good management partners who are capable operators, responsible capital allocators, trustworthy, and 

shareholder-oriented; and  
      •   Good price that is 60% or less of our conservative appraisal determined through fundamental financial 

analysis using disciplines we’ve applied over 35 years. We believe purchasing equities at prices 
substantially less than their intrinsic worth will protect capital from significant permanent loss and provide 
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the opportunity for substantial appreciation if the market recognizes the company’s value.  
  
We sell securities when they approach our appraisals, when we perceive a change in company fundamentals 
that permanently impairs corporate value, when other issues offer substantially greater opportunity, or if the 
original reasons for purchase materially change. While Southeastern focuses primarily on common stocks and 
securities convertible into common stocks, depending on client guidelines, the firm also invests for its clients in 
debt securities and certain derivatives. There are three primary types of accounts, including US Equity, Non-US 
Equity, and Global Equity, which is a combination of US and non-US investments. Southeastern also manages 
a few Small-Cap accounts, but they are not open to new investors. 
 
   
 
 
C. Explain whether (and, if so, how) you tailor your advisory services to the individual needs of clients. Explain 
whether clients may impose restrictions on investing in certain securities or types of securities.  
 
Southeastern provides investment management services to separately managed accounts, each of which is 
covered by an investment management agreement (IMA) that contains guidelines and restrictions specific to 
that client. Broadly speaking, clients hire Southeastern to implement the investment philosophy it has applied 
for many years, but portfolios are specifically tailored to meet each client’s requirements. In particular, client 
portfolio management personnel initially gain an understanding of the client’s financial situation and investment 
objectives to determine the suitability of Southeastern’s approach. Then client portfolio management, portfolio 
compliance, trading and portfolio accounting departments review the terms of the IMA prior to execution to 
ensure Southeastern is capable of performing the requirements and that the guidelines are appropriate in light 
of Southeastern’s investment strategy. Following execution of the IMA, the research team selects investments 
that it believes meet Southeastern’s criteria, as well as the client mandates for which it would be appropriate. 
Trading, portfolio compliance and client portfolio management oversee the structuring of portfolios to be sure 
they meet each client’s stated guidelines and restrictions. 
 
D. If you participate in wrap fee programs by providing portfolio management services, (1) describe the 
differences, if any, between how you manage wrap fee accounts and how you manage other accounts, and (2) 
explain that you receive a portion of the wrap fee for your services. 
 
Not applicable. 
 
E. If you manage client assets, disclose the amount of client assets you manage on a discretionary basis and 
the amount of client assets you manage on a non-discretionary basis. Disclose the date “as of” which you 
calculated the amounts. 
 
Note: Your method for computing the amount of “client assets you manage” can be different from the method 
for computing “assets under management” required for Item 5.F in Part 1A. However, if you choose to use a 
different method to compute “client assets you manage,” you must keep documentation describing the method 
you use. The amount you disclose may be rounded to the nearest $100,000. Your “as of” date must not be 
more than 90 days before the date you last updated your brochure in response to this Item 4.E. 
 
As of December 31, 2011: $31,484,704,601 all discretionary. 
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Fees and Compensation 
 

Form ADV Part 2A, Item 5 
 
THIS SECTION IS REQUIRED. YOU MAY NOT OMIT THIS HEADING. You must answer each item. If an 
item is not applicable, you must state that it is not applicable. 
 
A. Describe how you are compensated for your advisory services. Provide your fee schedule. Disclose whether 
the fees are negotiable. 

Note: If you are an SEC-registered adviser, you do not need to include this information in a brochure that is 
delivered only to qualified purchasers as defined in section 2(a)(51)(A) of the Investment Company Act of 1940. 
 
Southeastern charges an asset management fee which is generally based on the fair market value of the 
assets in the portfolio either on the last business day of the quarter or the average of the monthly values during 
the quarter, depending on contractual terms. The minimum for a new account relationship is $50 million for US, 
Non-US and Global accounts. Exceptions may apply on a case by case basis. In certain cases fees are 
negotiable depending on a variety of factors. 
 
Annual Fees charged for US Equity Accounts (Primarily US securities): 0.75% on all assets; 
 
Annual Fees charged for Global Equity Accounts (Mix of US and non-US securities): 
 
Accounts whose initial value is less than $100 million: 
$0 -$50 Million – 1.125% 
Over $50 Million – 1.00% 
 
Accounts whose initial value is $100 million or greater: 
1.00% on all assets 
 
Annual Fees charged for Non-US Equity Accounts (Primarily non-US securities): 
$0-$50 Million – 1.20% 
Over $50 Million – 1.00% 
 
Fees for accounts designated as Small-Cap are 1% annually on the market value of the account. Small-Cap 
accounts are no longer offered to new clients. 
 
In certain cases where it is mutually agreeable between the client and Southeastern, a performance based fee 
may be charged. This fee is negotiated and may vary from account to account, but in all cases is designed to 
comply with SEC Rule 205-3 and various state and federal laws which may apply. 
 
Fees have changed over time and therefore certain older accounts have fee structures that vary from the 
above. 
 
A company will generally be considered Non-US if organized or headquartered outside the United States. A 
business organized or headquartered in the U.S. may also qualify as Non-US if at least 50% of its assets are 
outside the U.S. or 50% of its gross income is from non-U.S. sources. Similarly, a company organized or 
headquartered outside the United States may still be considered U.S. if its assets or operations are primarily in 
the United States. 
 
B. Describe whether you deduct fees from clients’ assets or bill clients for fees incurred. If clients may select 
either method, disclose this fact. Explain how often you bill clients or deduct your fees. 
 
Almost all fees are billed quarterly in arrears, and exclude other fees such as brokerage commissions and 

http://www.sec.gov/about/laws/ica40.pdf�
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custodial fees. Clients determine whether or not the fees are paid from the client account or billed separately. 
 
C. Describe any other types of fees or expenses clients may pay in connection with your advisory services, 
such as custodian fees or mutual fund expenses. Disclose that clients will incur brokerage and other 
transaction costs, and direct clients to the section(s) of your brochure that discuss brokerage. 
 
Not included in Southeastern’s investment management fees are other charges you will pay in connection with 
maintaining and operating a portfolio, such as custodian charges and brokerage commissions. Please see Item 
12, page 18, for a discussion of brokerage commissions. Southeastern uses a modified cash basis of 
accounting for recording income and expenses on its clients’ portfolios unless contractually obligated to do 
otherwise. Interest income on fixed income investments is recorded as it is earned but dividends and earnings 
on short-term cash investments are recorded when received. 
 
Prospects who do not meet the $50 million minimum for a separately managed account and who choose to 
invest in the Longleaf Partners Funds should read the Prospectus and Summary Prospectus carefully for a 
discussion of investment objectives, management fees, expenses and risks. Fees discussed in Item 5 A. relate 
to separately managed accounts only. Please see Item 5 E. 2. for more information. 
 
D. If your clients either may or must pay your fees in advance, disclose this fact. Explain how a client may 
obtain a refund of a pre-paid fee if the advisory contract is terminated before the end of the billing period. 
Explain how you will determine the amount of the refund. 
 
Southeastern does not charge fees in advance. 
 
E. If you or any of your supervised persons accepts compensation for the sale of securities or other investment 
products, including asset-based sales charges or service fees from the sale of mutual funds, disclose this fact 
and respond to Items 5.E.1, 5.E.2, 5.E.3 and 5.E.4. 
 

1. Explain that this practice presents a conflict of interest and gives you or your supervised persons an 
incentive to recommend investment products based on the compensation received, rather than on a client’s 
needs. Describe generally how you address conflicts that arise, including your procedures for disclosing the 
conflicts to clients. If you primarily recommend mutual funds, disclose whether you will recommend “no-
load” funds. 

 
Southeastern has entered into an arrangement with Fraser Marcus, an officer and employee of the Company, 
to identify and obtain new business for the firm.  Southeastern will pay Mr. Marcus a percentage of the advisory 
fees collected on such new business, as follows:  15% for the first year, 10% for years 2 and 3, and 5% for 
years 4 through 10.  In addition, for the first 18 months of his employment, Mr. Marcus will receive a fee for 
each meeting he arranges and attends, up to a maximum of 50 meetings.  Compensation paid to Mr. Marcus 
does not result in any separate or additional charges being applied to clients obtained through his efforts, other 
than such client’s advisory fee.  There may be differences in advisory fees based on the type of advisory 
service provided, but not based on the arrangement with Mr. Marcus.  

Southeastern has also entered into an arrangement with Jim Thompson, an officer and employee of the 
Company, to identify and obtain new business for the firm.  Southeastern will pay Mr. Thompson a percentage 
of the advisory fees collected on such new business, as follows:  15% for the first year, 10% for years 2 and 3, 
and 5% for years 4 through 10.  Compensation paid to Mr. Thompson does not result in any separate or 
additional charges being applied to clients obtained through his efforts, other than such client’s advisory fee.  
There may be differences in advisory fees based on the type of advisory service provided, but not based on the 
arrangement with Mr. Thompson.  

The compensation arrangements of Mr. Marcus and Mr. Thompson present a conflict of interest and give each 
an incentive to recommend products and services based on compensation received, rather than on a client’s 
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needs. Because Mr. Marcus and Mr. Thompson are employed by Southeastern, however, which is an 
investment adviser selling only its own products and services, there should be no expectation that either of 
them would recommend a product or service different from Southeastern’s to clients. Thus, other than 
disclosure in this ADV Part 2A, there is no separate policy to disclose a conflict to clients. Unlike brokers and/or 
advisers that sell their clients products and services of third parties who pay compensation for these selling 
efforts, Southeastern receives no compensation from third parties for selling their products. All amounts paid to 
Mr. Marcus and Mr. Thompson come from Southeastern’s resources, which are derived from client contract 
advisory fees. For clients and prospects who cannot meet Southeastern’s $50 million minimum, Mr. Marcus 
and Mr. Thompson may recommend one of the Longleaf Partners Funds, a no-load family of mutual funds 
managed by Southeastern. As no-load funds, Longleaf does not pay Southeastern, Mr. Marcus or Mr. 
Thompson compensation for sales efforts. Longleaf pays Southeastern fees for investment management and 
administration services, as more fully described in the Longleaf Partners Funds Prospectus. 

 
2. Explain that clients have the option to purchase investment products that you recommend through other 
brokers or agents that are not affiliated with you. 

 
Clients who wish access to Southeastern’s investment management services through a private account must 
come to Southeastern directly and meet the $50 million minimum. Parties who wish access to Southeastern’s 
services through one of the Longleaf Partners Funds may invest directly, and pay no fees other than those 
stated in the Funds’ Prospectus. Alternatively, Longleaf shares may be purchased through brokerage firms and 
other intermediaries, but investors will be subject to the charges, expenses and procedures of the particular 
broker or intermediary, as well as the expenses of the Funds. 
 
Please call (800) 445-9469 or view Southeastern’s website, www.southeasternasset.com, for current 
performance information of the Longleaf Partners Funds and 
http://southeasternasset.com/mutual_fund_documents/prospectus for a copy of the Funds’ current 
Prospectus and Summary Prospectus, both of which should be read carefully for a discussion of investment 
objectives, management fees, expenses, and risks. Past performance is no guarantee of future performance, 
fund prices fluctuate, and the value of an investment at redemption may be more or less than purchase price.  

 
 

3. If more than 50% of your revenue from advisory clients results from commissions and other 
compensation for the sale of investment products you recommend to your clients, including asset-based 
distribution fees from the sale of mutual funds, disclose that commissions provide your primary or, if 
applicable, your exclusive compensation. 
 

Not applicable. 
 

4. If you charge advisory fees in addition to commissions or markups, disclose whether you reduce your 
advisory fees to offset the commissions or markups. 

Note: If you receive compensation in connection with the purchase or sale of securities, you should 
carefully consider the applicability of the broker-dealer registration requirements of the Securities Exchange 
Act of 1934 and any applicable state securities statutes. 

 
Not applicable. 
 

http://southeasternasset.com/mutual_fund_documents/prospectus�
http://www.sec.gov/about/laws/sea34.pdf�
http://www.sec.gov/about/laws/sea34.pdf�
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Performance-Based Fees and Side-By-Side Management 
 

Form ADV Part 2A, Item 6 
 
THIS SECTION IS REQUIRED. YOU MAY NOT OMIT THIS HEADING. You must answer each item. If an 
item is not applicable, you must state that it is not applicable. 
 
If you or any of your supervised persons accepts performance-based fees – that is, fees based on a share of 
capital gains on or capital appreciation of the assets of a client (such as a client that is a hedge fund or other 
pooled investment vehicle) – disclose this fact. If you or any of your supervised persons manage both accounts 
that are charged a performance-based fee and accounts that are charged another type of fee, such as an 
hourly or flat fee or an asset-based fee, disclose this fact. Explain the conflicts of interest that you or your 
supervised persons face by managing these accounts at the same time, including that you or your supervised 
persons have an incentive to favor accounts for which you or your supervised persons receive a performance-
based fee, and describe generally how you address these conflicts. 
 
Southeastern primarily charges asset based fees, but also manages accounts with performance fees. Conflicts 
of interest could arise in connection with managing performance fee accounts side by side with Southeastern’s 
other accounts. Southeastern’s clients include US, Non-US, Global and Small-Cap mandates, and investment 
opportunities may be appropriate for more than one category of account. Because of market conditions and 
client guidelines, not all investment opportunities will be available to all accounts at all times. While 
Southeastern has a financial incentive to favor performance fee accounts, Southeastern has developed 
allocation principles designed to ensure that no account  is systematically given preferential treatment over 
time. Southeastern’s compliance personnel, including the CCO, routinely monitor allocations for consistency 
with these principles, as well as any evidence of conflict of interest. Performance fee accounts are subject to 
the same allocation principles and the same compliance review.  
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Types of Clients 
 

Form ADV Part 2A, Item 7 
 
THIS SECTION IS REQUIRED. YOU MAY NOT OMIT THIS HEADING. You must answer each item. If an 
item is not applicable, you must state that it is not applicable. 
 
Describe the types of clients to whom you generally provide investment advice, such as individuals, trusts, 
investment companies, or pension plans. If you have any requirements for opening or maintaining an account, 
such as a minimum account size, disclose the requirements. 
 
Southeastern’s clients include but are not limited to wealthy individuals, pension plans, trusts, university 
endowments, charitable organizations, investment companies, sovereign wealth funds, and other similar 
institutional clients. The private account minimum is $50 million, and there are three categories of accounts 
open to new investors: US Equity, Global and Non-US Equity. Depending on client guidelines, US accounts 
hold primarily US securities, Non-US accounts hold primarily non-US securities, and Global Accounts are 
targeted at approximately a 50/50 mix of US and non-US securities, although the mix may vary from this target. 
Southeastern also manages a few Small-Cap accounts, but these are not available to new clients.  
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Methods of Analysis, Investment Strategies and Risk of Loss 
 

Form ADV Part 2A, Item 8 
 
THIS SECTION IS REQUIRED. YOU MAY NOT OMIT THIS HEADING. You must answer each item. If an 
item is not applicable, you must state that it is not applicable. 
 

A. Describe the methods of analysis and investment strategies you use in formulating investment advice 
or managing assets. Explain that investing in securities involves risk of loss that clients should be 
prepared to bear. 
 

Determining Business or Intrinsic Value.  

Our research team appraises businesses by studying financial statements, regulatory information, trade 
publications, and other industry and corporate data, and by talking with corporate management, competitors, 
and suppliers.  

We use two primary methods of appraisal. The first seeks to assess the company’s liquidation value based on 
the current economic worth of corporate assets and liabilities. The second method seeks to determine the 
company’s ongoing value based on its ability to generate free cash flow after required capital expenditures and 
working capital needs. We calculate the present value of the projected free cash flows plus a terminal value, 
using a conservative discount rate. We believe our appraisal represents the price that informed buyers and 
sellers would negotiate in an arms length sale. We then check our appraisals against our database of 
comparable historic transactions to verify their reasonableness.  

Other Investment Criteria.  

In addition to significant estimated undervaluation, we also look for the following when selecting investments:  

     Good Business. We look for businesses that possess, in our opinion, a number of qualities. First, we must be 
able to understand both the fundamentals and the economics of a business. Second, a strong balance sheet 
helps protect a company during slow economic times and enables a business to seize opportunities when 
they arise. Third, a sustainable competitive advantage in market share, dominant brands, cost structure, or 
other areas, helps ensure the strength and growth of a company. Fourth, a business must be able to 
generate and grow free cash flow from operations. Finally, pricing power enables a company to pass cost 
increases to consumers rather than absorbing them in lower margins. 

     Good People. We look for businesses whose managements possess, in our opinion, four primary qualities. 
They should be capable operators who can run the business profitably. They should be capable capital 
allocators who will build shareholder value through wisely reinvesting the free cash flow that the business 
generates. They should be shareholder oriented in their actions and decisions. They should have the proper 
incentives with much of their net worth tied to the company’s results.  

Although a company may not meet all the investment criteria above, we must believe that significant 
unrealized value is present before making an investment. 

Southeastern’s portfolios generally contain 15 to 25 securities. We believe limiting the number of holdings 
lowers the risk of losing capital and improves the long-term return opportunity, because the portfolios contain 
our most qualified ideas. We strive to know the companies and their managements extremely well. Owning 
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fewer companies also enables each company to have a meaningful impact on investment results.  

Normally, cash reserves and money market instruments do not exceed 15% of net assets. If, however, we 
have difficulty finding attractive investments, require cash to meet expected liquidity needs or otherwise 
believe it would benefit a Client, all or any portion of Client assets may be held in cash reserves. Holding 
cash reserves can penalize short-term performance in rising markets, but during market declines cash may 
allow us to purchase securities at discounted prices. While we may hold any portion of assets in cash 
reserves for temporary defensive purposes during adverse market, economic or political conditions, we 
believe such conditions generally create opportunities for us to put excess cash to work.  

Risk of Loss. 

Investing in securities involves the risk of loss. Securities prices fluctuate and may decline in response to 
actual or perceived developments at individual companies, within particular industries or sectors, or general 
economic conditions. If the value of investments in your portfolio goes down, you could lose money.  

   

 

  
       

 

   B. For each significant investment strategy or method of analysis you use, explain the material risks involved. If 
the method of analysis or strategy involves significant or unusual risks, discuss these risks in detail. If your 
primary strategy involves frequent trading of securities, explain how frequent trading can affect investment 
performance, particularly through increased brokerage and other transaction costs and taxes. 
 
Investment Selection Risk. Investments might not reach what we believe are their true values either because 
the market fails to recognize the value or because our appraisal was wrong.  
 
  

Geographic Exposure Risks. Absent client guidelines to the contrary, Southeastern does not limit the 
percentage of assets invested in any particular geographic region or country. Accordingly, there may be periods 
when an account has significant exposure to a particular region or country, so that negative events occurring in 
that area would have a greater adverse impact on performance than they would on more geographically 
diversified accounts. 
 
  

Non-Diversification Risk. Because each account generally invests in 15 to 25 companies, each holding will 
have a greater impact on the account’s total return, and its share value could fluctuate more than if a greater 
number of securities were held.  
 
  

Non-U.S. Investment Risks. Non-U.S. investment risks can include political and economic changes, non-
U.S. withholding taxes, exchange controls, confiscation, non-U.S. governmental restrictions, differences in 
accounting and auditing standards, more limited availability of public information and market illiquidity.  
  

In addition, non-U.S. securities are generally denominated and traded in non-U.S. currencies. The exchange 
rates between currencies can fluctuate daily. As a result, the values of an account’s non-U.S. securities may be 
affected by changes in exchange rates between non-U.S. currencies and the U.S. dollar, as well as between 
currencies of countries other than the U.S. Southeastern does not intend to hedge to reduce the impact of 
currency exchange fluctuation. As a result, an account may be more susceptible to currency fluctuations.  
 
  

Non-U.S. investment risks may be more pronounced in emerging markets.  
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Small-Cap Risks. Smaller companies may have more limited product lines, markets, and financial resources 
than larger companies, and to the extent recently established, may have limited or no operating history to 
evaluate. In addition, their securities may trade less frequently and in more limited volume than those of larger 
companies. Small-cap stocks may be more volatile than those of larger companies and, where trading volume 
is thin, our ability to dispose of such securities may be more limited. 
 
Liquidity Risk. Liquidity risk exists when particular investments are difficult to purchase or sell, possibly 
preventing an account from selling such illiquid securities at an advantageous time or price, or possibly 
requiring an account to dispose of other investments at unfavorable times or prices in order to satisfy its 
obligations. Companies with smaller market capitalizations, non-U.S. securities, restricted and illiquid securities, 
derivatives or securities with substantial market and/or credit risk tend to have the greatest exposure to liquidity 
risk. Southeastern may take relatively large ownership positions, and may purchase the same security for a 
number of  Southeastern’s clients. Depending on market and trading conditions, disposing of such holdings 
could be more difficult (i.e., at a lower price or with greater delay than desired) than if Southeastern owned a 
smaller amount. Additionally, the market for certain investments may become illiquid under adverse market or 
economic conditions independent of any specific adverse changes in the conditions of a particular issuer.  
 
Derivatives Risks. Use of derivative instruments involves risks different from, and possibly greater than, the 
risks associated with investing directly in securities, currencies and other traditional investments. To the extent 
it invests in derivatives, an account could lose more than the principal amount invested, and the use of certain 
derivatives may subject an account to the potential for unlimited loss. A derivative investment may not perform 
as we expect, may become illiquid and may result in loss if the counterparty is unable or unwilling to meet its 
obligations. Derivatives also involve the risk of mispricing or improper valuation, the risk of ambiguous 
documentation, and the risk that changes in the value of the derivative may not correlate perfectly with the 
underlying asset, rate or index.  
 

C. If you recommend primarily a particular type of security, explain the material risks involved. If the type 
of security involves significant or unusual risks, discuss these risks in detail. 
 

In addition to the risks outlined in Item 8 B., as owners of common stocks, we face a number of risks inherent in 
owning a business, such as operational, financial and regulatory risk. If businesses Southeastern selects are 
not successful in addressing these risks, their business values and stock prices may decline, which would have 
a negative impact on the value of your portfolio.  
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Disciplinary Information 
 

Form ADV Part 2A, Item 9 
 
THIS SECTION IS REQUIRED. YOU MAY NOT OMIT THIS HEADING. You must answer each item. If an 
item is not applicable, you must state that it is not applicable. 
 
If there are legal or disciplinary events that are material to a client’s or prospective client’s evaluation of your 
advisory business or the integrity of your management, disclose all material facts regarding those events. 
 

Items 9.A, 9.B, and 9.C list specific legal and disciplinary events presumed to be material for this Item. If 
your advisory firm or a management person has been involved in one of these events, you must disclose it 
under this Item for ten years following the date of the event, unless (1) the event was resolved in your or the 
management person’s favor, or was reversed, suspended or vacated, or (2) you have rebutted the 
presumption of materiality to determine that the event is not material (see Note below). For purposes of 
calculating this ten-year period, the “date” of an event is the date that the final order, judgment, or decree 
was entered, or the date that any rights of appeal from preliminary orders, judgments or decrees lapsed. 

 
Items 9.A, 9.B, and 9.C do not contain an exclusive list of material disciplinary events. If your advisory firm 
or a management person has been involved in a legal or disciplinary event that is not listed in Items 9.A, 
9.B, or 9.C, but nonetheless is material to a client's or prospective client's evaluation of your advisory 
business or the integrity of its management, you must disclose the event. Similarly, even if more than ten 
years have passed since the date of the event, you must disclose the event if it is so serious that it remains 
material to a client’s or prospective client’s evaluation. 

 
A. A criminal or civil action in a domestic, foreign or military court of competent jurisdiction in which your firm or 
a management person 
 

1. was convicted of, or pled guilty or nolo contendere (“no contest”) to (a) any felony; (b) a misdemeanor 
that involved investments or an investment-related business, fraud, false statements or omissions, 
wrongful taking of property, bribery, perjury, forgery, counterfeiting, or extortion; or (c) a conspiracy to 
commit any of these offenses; 
 

Not Applicable. 
 

2. is the named subject of a pending criminal proceeding that involves an investment-related business, 
fraud, false statements or omissions, wrongful taking of property, bribery, perjury, forgery, 
counterfeiting, extortion, or a conspiracy to commit any of these offenses; 
 

Not Applicable 
 

3. was found to have been involved in a violation of an investment-related statute or regulation; or 
 

Not Applicable 
 

4. was the subject of any order, judgment, or decree permanently or temporarily enjoining, or otherwise 
limiting, your firm or a management person from engaging in any investment-related activity, or from 
violating any investment-related statute, rule, or order. 

 
In January and February 2004, Southeastern and Longleaf Partners Small-Cap Fund (the “Parties”) conducted 
an exempt proxy solicitation under SEC Rule 14A-2(B)(1) to oppose the acquisition of MONY Group (a client 
holding) by AXA Financial. The parties did so to protect the financial interests of clients and shareholders. 
MONY sought to enjoin the solicitation by alleging the parties did not qualify for the exemption on two grounds: 
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1) the parties intended to send a duplicate copy of MONY’s proxy card (the “Proxy Card Issue”) and 2) MONY 
alleged that the parties were an undisclosed “group” with other shareholders under SEC Rule 13(d)(3) (the 
“Group Issue”). On April 1, 2004, the US District Court for the Southern District of New York entered a 
preliminary injunction to prohibit distribution of a duplicate copy of MONY’s proxy card. The Parties never 
distributed the proxy card, although the SEC’s Division of Corporate Finance had advised that such a strategy 
was permitted. On May 18, 2004, MONY shareholders voted to approve the AXA acquisition. On November 19, 
2004, the entire action was dismissed with prejudice. 
 
B. An administrative proceeding before the SEC, any other federal regulatory agency, any state regulatory 
agency, or any foreign financial regulatory authority in which your firm or a management person 
 

1. was found to have caused an investment-related business to lose its authorization to do business; or 
 

Not Applicable. 
 

2. was found to have been involved in a violation of an investment-related statute or regulation and was the 
subject of an order by the agency or authority 

(a) denying, suspending, or revoking the authorization of your firm or a management person to act in an 
investment-related business; 

 
Not Applicable. 
 
 

(b) barring or suspending your firm’s or a management person's association with an investment-related 
business; 
 

Not Applicable. 
 
 

(c) otherwise significantly limiting your firm’s or a management person's investment-related activities; or 
 

Not Applicable. 
 
 

(d) imposing a civil money penalty of more than $2,500 on your firm or a management person. 
 

Not Applicable. 
 
 

C. A self-regulatory organization (SRO) proceeding in which your firm or a management person 
 

Not Applicable. 
 
 

1. was found to have caused an investment-related business to lose its authorization to do business; or 
 

Not Applicable. 
 
 

2. was found to have been involved in a violation of the SRO’s rules and was: (i) barred or suspended from 
membership or from association with other members, or was expelled from membership;  

(ii) otherwise significantly limited from investment-related activities; or (iii) fined more than $2,500.  
 
Note: You may, under certain circumstances, rebut the presumption that a disciplinary event is material. If an 
event is immaterial, you are not required to disclose it. When you review a legal or disciplinary event involving 
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your firm or a management person to determine whether it is appropriate to rebut the presumption of 
materiality, you should consider all of the following factors: (1) the proximity of the person involved in the 
disciplinary event to the advisory function; (2) the nature of the infraction that led to the disciplinary event; (3) 
the severity of the disciplinary sanction; and (4) the time elapsed since the date of the disciplinary event. If you 
conclude that the materiality presumption has been overcome, you must prepare and maintain a file 
memorandum of your determination in your records. See SEC rule 204-2(a)(14)(iii). 
 
Not Applicable. 
 

http://www.law.uc.edu/CCL/InvAdvRls/rule204-2.html�
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Other Financial Industry Activities and Affiliations 
 

Form ADV Part 2A, Item 10 
 
THIS SECTION IS REQUIRED. YOU MAY NOT OMIT THIS HEADING. You must answer each item. If an 
item is not applicable, you must state that it is not applicable. 

A. If you or any of your management persons are registered, or have an application pending to register, 
as a broker-dealer or a registered representative of a broker-dealer, disclose this fact. 
 

In January 2012 Southeastern hired Peter Kris as Head of Global Funds Business to manage Southeastern’s 
mutual fund business in the US and UCITS overseas. In connection with this role, Mr. Kris has applied to 
become a registered representative of Rafferty Capital Markets LLC, an SEC registered broker-dealer, which 
Southeastern has selected to assist with mutual fund distribution. 
 
B. If you or any of your management persons are registered, or have an application pending to register, as a 
futures commission merchant, commodity pool operator, a commodity trading advisor, or an associated person 
of the foregoing entities, disclose this fact. 
Not Applicable. 
 
C. Describe any relationship or arrangement that is material to your advisory business or to your clients that 
you or any of your management persons have with any related person listed below. Identify the related person 
and if the relationship or arrangement creates a material conflict of interest with clients, describe the nature of 
the conflict and how you address it. 

1. broker-dealer, municipal securities dealer, or government securities dealer or broker 
2. investment company or other pooled investment vehicle (including a mutual fund, closed-end investment 
company, unit investment trust, private investment company or “hedge fund,” and offshore fund) 
3. other investment adviser or financial planner 
4. futures commission merchant, commodity pool operator, or commodity trading advisor 
5. banking or thrift institution 
6. accountant or accounting firm 
7. lawyer or law firm 
8. insurance company or agency 
9. pension consultant 
10. real estate broker or dealer 
11. sponsor or syndicator of limited partnerships. 

 
Southeastern serves as investment manager for the 3 U.S. based SEC registered Longleaf Partners Funds, 
including Longleaf Partners Fund (primarily US mid and large cap companies), Longleaf Partners Small-Cap 
Fund (primarily US small-cap companies), and Longleaf Partners International Fund (primarily non-US 
securities of various capitalizations), as well as Longleaf Partners Global Fund, an Irish based UCITS fund 
available to non-US investors. In January 2012 a charitable foundation related to Southeastern seeded a small 
private fund that Southeastern manages for no fee. This fund will have more flexibility regarding the use of 
derivatives and illiquid securities than the mutual funds Southeastern advises, but will adhere to the same 
fundamental investment beliefs. Southeastern’s Code of Ethics requires employees to limit equity investments 
to funds managed by Southeastern unless granted prior clearance. Accordingly, Southeastern employees and 
related parties are significant owners of funds managed by Southeastern. This ownership creates a potential 
conflict of interest when Southeastern allocates investment opportunities among its clients. Southeastern has 
developed allocation principles designed to ensure that no accounts, including but not limited to accounts in 
which Southeastern employees and related parties have an interest, are systematically given preferential 
treatment over time. Southeastern’s compliance personnel, including the CCO, routinely monitor allocations for 
consistency with these principles, as well as any evidence of conflict of interest. While Southeastern 
employees’ and related parties’ significant ownership of Southeastern managed funds presents a conflict, it 
also ensures that Southeastern employees’ interests are aligned with those of fund shareholders and other 
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Southeastern clients, since fund portfolios and private accounts own similar securities. 
 

D. If you recommend or select other investment advisers for your clients and you receive compensation 
directly or indirectly from those advisers that creates a material conflict of interest, or if you have other 
business relationships with those advisers that create a material conflict of interest, describe these 
practices and discuss the material conflicts of interest these practices create and how you address 
them. 

Not Applicable. 
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Code of Ethics, Participation or Interest in Client Transactions and Personal Trading 
 

Form ADV Part 2A, Item 11 
 
THIS SECTION IS REQUIRED. YOU MAY NOT OMIT THIS HEADING. You must answer each item. If an 
item is not applicable, you must state that it is not applicable. 
 
A. If you are an SEC-registered adviser, briefly describe your code of ethics adopted pursuant to SEC rule 
204A-1 or similar state rules. Explain that you will provide a copy of your code of ethics to any client or 
prospective client upon request. 
 

Summary of Code of Ethics 

A. Persons Covered 

All directors, officers and administrative employees of Southeastern Asset Management, Inc., (“Southeastern”) 
are deemed to be “access persons” and all are subject to the Code.  In addition, the independent or non 
“interested” Trustees of the 3 U.S. based SEC registered Longleaf Partners Funds (the “Funds”) are covered. 

B. Transactions Subject to the Code 

1. Southeastern Personnel.  Southeastern personnel are required to limit their investments in 
publicly traded equity securities to investment in funds managed by Southeastern.  Certain exceptions which 
apply are: 

(i). The security is an exempt security under SEC definitions such as a money market fund 
or is a security which is not deemed to be an equity security which Southeastern’s 
accounts would purchase. 

(ii). A blanket exemption has been granted by the Code Compliance Committee.  
Examples are public companies for which Southeastern personnel serve as members 
of the board of directors (and which therefore would not be eligible for purchase by any 
Southeastern accounts); companies which employ spouses of Southeastern 
personnel, and the spouses invest as a natural part of their employment relationship; 
and private placements of a type which would not be an appropriate investment for 
Southeastern’s accounts, such as sports franchises or local restaurants. 

(iii). Pre-Clearance of the specific security or situation has been granted by the Code 
Compliance Committee.  In this circumstance, pre-clearance before sale would also be 
required. 

(iv). Securities owned by Southeastern personnel before the Code in its present form was 
applicable, including reinvestment of dividends with respect to such previously held 
securities. 

2. Independent Trustees of the Funds.  Independent Trustees of the Funds must obtain per-
clearance to purchase or sell securities of the types purchased by the Funds.  Certain exceptions apply which 
are: 

http://www.law.uc.edu/CCL/InvAdvRls/rule204A-1.html�
http://www.law.uc.edu/CCL/InvAdvRls/rule204A-1.html�
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(i) Securities issued by the Trustee’s employer or affiliates thereof. 

(ii) Initial public offerings in which the Funds do not participate. 

(iii) Municipal securities. 

(iv) Money market securities exempted by SEC definition. 

(v) Securities in any other category which the Funds do not purchase. 

C. Reporting 

Southeastern personnel report all transactions involving covered securities quarterly, and must obtain pre-
clearance during the quarter to buy or sell covered securities.  Southeastern personnel also make an annual 
report on their covered securities holdings. 

The Funds’ independent Trustees obtain pre-clearance during the quarter if the security is of a type that the 
Funds might purchase, and report quarterly if there were any purchases of securities in which the Funds 
invested. 

Southeastern and the Funds’ CCO report to the Board of Trustees of the Funds annually on the operation of 
the Code of Ethics. 

D. Other Conflicts of Interest 

Southeastern personnel may not purchase private placements of the types which other accounts may 
purchase; may not purchase initial public offerings; may not engage in short-term trading; may not receive gifts 
from suppliers which exceed $100 in value per annum; and may not serve as a director of a public company in 
the absence of specific approval.  In addition, Southeastern’s Trading Department must adhere to certain 
restrictions on business entertainment designed to reduce conflicts.  

E. Political Contributions 

Southeastern personnel are prohibited from making or soliciting political contributions for candidates in state, 
county, and municipal elections unless granted prior clearance by a member of Southeastern’s Board of 
Directors. Otherwise, there are no limits, except as dictated by federal, state or local law. 

F. Inside Information 

Southeastern personnel may not trade on behalf of any of the firm’s accounts or personally while in the 
possession of any material inside information, nor may any such inside information be communicated to others. 

G. Market Timing 

Southeastern personnel are expressly prohibited from market timing in mutual funds managed by 
Southeastern. 

H. Portfolio Holdings 

Southeastern personnel are expressly prohibited from selectively disclosing portfolio holdings, subject to certain 
exceptions such as to professionals subject to a duty of confidentiality and a duty not to trade on the 
information or to service providers as needed to effect, administer or enforce transactions. 
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I. Penalties 

A set of penalties has been adopted, ranging from sale of any securities improperly acquired with forfeiture of 
any profits for a first violation to termination of employment for a third violation. 

J. Availability of Code of Ethics 

Southeastern will provide a copy of its Code of Ethics to any client or prospective client upon request.  Please 
contact Southeastern at 901-761-2474 to request a copy. 

 
B. If you or a related person recommends to clients, or buys or sells for client accounts, securities in which you 
or a related person has a material financial interest, describe your practice and discuss the conflicts of interest 
it presents. Describe generally how you address conflicts that arise. 

Examples: (1) You or a related person, as principal, buys securities from (or sells securities to) your clients; (2) 
you or a related person acts as general partner in a partnership in which you solicit client investments; or (3) 
you or a related person acts as an investment adviser to an investment company that you recommend to 
clients. 

 
Southeastern and its employees, acting as principal, do not buy securities from or sell securities to clients, nor 
is Southeastern a general partner in a partnership in which Southeastern solicits client investments. 
Southeastern does act as investment adviser to the Longleaf Partners Funds, which are mutual funds it 
recommends to clients. While Southeastern and its employees have an interest in increasing sales of Longleaf 
because it increases revenues to the adviser, prospective clients should understand that Southeastern is not a 
broker in the business of selling a variety of securities to its clients. It is an asset manager selling investment 
advisory services, and it does so to large institutions through private accounts and to smaller investors through 
the Longleaf Funds. Southeastern receives no direct compensation for selling Longleaf to clients, and while 
there is a theoretical conflict, clients and prospects receive clear disclosure regarding Southeastern’s 
relationship with Longleaf. 
 
C. If you or a related person invests in the same securities (or related securities, e.g., warrants, options or 
futures) that you or a related person recommends to clients, describe your practice and discuss the conflicts of 
interest this presents and generally how you address the conflicts that arise in connection with personal trading. 

 
Although Southeastern personnel are required to limit publicly traded equity investments to funds managed by 
Southeastern, certain exceptions may be applicable. For example, some employees have not been required to 
dispose of investments held prior to employment with Southeastern. Therefore Southeastern may occasionally 
recommend securities to clients that are held by Southeastern personnel. Please see D. below. 
 
D. If you or a related person recommends securities to clients, or buys or sells securities for client accounts, at 
or about the same time that you or a related person buys or sells the same securities for your own (or the 
related person's own) account, describe your practice and discuss the conflicts of interest it presents. Describe 
generally how you address conflicts that arise. 

Note: The description required by Item 11.A may include information responsive to Item 11.B, C or D. If so, it is 
not necessary to make repeated disclosures of the same information. You do not have to provide disclosure in 
response to Item 11.B, 11.C, or 11.D with respect to securities that are not “reportable securities” under SEC 
rule 204A-1(e)(10) and similar state rules. 
 
To the extent an employee wanted to sell a security also owned by client accounts, the transaction would 
require pre-clearance and would generally be allowed after 15 days had passed since the last client 
transaction. 
 

  

http://www.law.uc.edu/CCL/InvAdvRls/rule204A-1.html�
http://www.law.uc.edu/CCL/InvAdvRls/rule204A-1.html�
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Brokerage Practices 
 

Form ADV Part 2A, Item 12 
 
THIS SECTION IS REQUIRED. YOU MAY NOT OMIT THIS HEADING. You must answer each item. If an 
item is not applicable, you must state that it is not applicable. 
 
A. Describe the factors that you consider in selecting or recommending broker-dealers for client transactions 
and determining the reasonableness of their compensation (e.g., commissions). 
 
1. Research and Other Soft Dollar Benefits

Note: Your disclosure and discussion must include all soft dollar benefits you receive, including, in the case of 
research, both proprietary research (created or developed by the broker-dealer) and research created or 
developed by a third party. 

. If you receive research or other products or services other than 
execution from a broker-dealer or a third party in connection with client securities transactions (“soft dollar 
benefits”), disclose your practices and discuss the conflicts of interest they create. 

 
Southeastern performs its own independent research in providing investment supervisory services for its 
clients.  Southeastern may utilize supplemental investment research from certain brokerage firms, including 
firms through which Southeastern places client transactions, in the ordinary course of business.  In addition, 
Southeastern may have clients that are affiliated with a broker-dealer and these broker-dealers may be utilized 
to execute client transactions.  Southeastern does not consider the receipt of research or client affiliations in 
selecting firms to execute client transactions. 

a. Explain that when you use client brokerage commissions (or markups or markdowns) to obtain research 
or other products or services, you receive a benefit because you do not have to produce or pay for the 
research, products or services. 
 

While Southeastern does not consider the provision of research when selecting brokers, to the extent brokers 
Southeastern selects for client trades also provide research to Southeastern, the firm receives a benefit 
because it does not have to produce or pay for the research provided. 
 

b. Disclose that you may have an incentive to select or recommend a broker-dealer based on your interest 
in receiving the research or other products or services, rather than on your clients’ interest in receiving most 
favorable execution. 

 
While Southeastern has an incentive to select broker-dealers based on the firm’s interest in receiving research, 
Southeastern’s Code of Ethics prohibits any person from trying to influence trading for any purpose other than 
best execution for Southeastern’s clients. 
 

c. If you may cause clients to pay commissions (or markups or markdowns) higher than those charged by 
other broker-dealers in return for soft dollar benefits (known as paying-up), disclose this fact. 

 
Southeastern may pay higher commissions than those charged by other brokers-dealers if it determines in 
good faith such commissions are reasonable in relation to the brokerage and execution services provided, but it 
does not “pay up” for research.  
 

d. Disclose whether you use soft dollar benefits to service all of your clients’ accounts or only those that 
paid for the benefits. Disclose whether you seek to allocate soft dollar benefits to client accounts 
proportionately to the soft dollar credits the accounts generate. 

 
Because Southeastern does not allocate trades to pay for research or other soft dollar benefits, there is no 
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method to allocate these benefits. 
 

e. Describe the types of products and services you or any of your related persons acquired with client 
brokerage commissions (or markups or markdowns) within your last fiscal year. 

Note: This description must be specific enough for your clients to understand the types of products or 
services that you are acquiring and to permit them to evaluate possible conflicts of interest. Your 
description must be more detailed for products or services that do not qualify for the safe harbor in section 
28(e) of the Securities Exchange Act of 1934, such as those services that do not aid in investment decision-
making or trade execution. Merely disclosing that you obtain various research reports and products is not 
specific enough. 

 
Southeastern received company specific research reports, access to industry conferences and the opportunity 
to meet with company management teams. 
 

f. Explain the procedures you used during your last fiscal year to direct client transactions to a particular 
broker-dealer in return for soft dollar benefits you received. 

 
Not Applicable 
 
2. Brokerage for Client Referrals. If you consider, in selecting or recommending broker-dealers, whether you or 
a related person receives client referrals from a broker-dealer or third party, disclose this practice and discuss 
the conflicts of interest it creates. 

a. Disclose that you may have an incentive to select or recommend a broker-dealer based on your interest 
in receiving client referrals, rather than on your clients’ interest in receiving most favorable execution. 

 
Not Applicable 
 

b. Explain the procedures you used during your last fiscal year to direct client transactions to a particular 
broker-dealer in return for client referrals. 

 
Not Applicable 
 
3. Directed Brokerage. 

a. If you routinely recommend, request or require that a client direct you to execute transactions through a 
specified broker-dealer, describe your practice or policy. Explain that not all advisers require their clients to 
direct brokerage. If you and the broker-dealer are affiliates or have another economic relationship that 
creates a material conflict of interest, describe the relationship and discuss the conflicts of interest it 
presents. Explain that by directing brokerage you may be unable to achieve most favorable execution of 
client transactions, and that this practice may cost clients more money. 

 
Not Applicable. 
 

b. If you permit a client to direct brokerage, describe your practice. If applicable, explain that you may be 
unable to achieve most favorable execution of client transactions. Explain that directing brokerage may cost 
clients more money. For example, in a directed brokerage account, the client may pay higher brokerage 
commissions because you may not be able to aggregate orders to reduce transaction costs, or the client 
may receive less favorable prices. 

Note: If your clients only have directed brokerage arrangements subject to most favorable execution of 
client transactions, you do not need to respond to the last sentence of Item 12.A.3.a. or to the second or 
third sentences of Item 12.A.3.b. 

 
Some Southeastern clients designate particular brokerage firms because the designated firms provide the 
clients with benefits or services they deem to be beneficial.  Commissions paid by such accounts may not be 

http://www.sec.gov/about/laws/sea34.pdf�
http://www.sec.gov/about/laws/sea34.pdf�
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negotiated by Southeastern, and as a result may be higher than commissions paid by the firm’s other clients 
who have not directed brokerage.  In addition, accounts directed to a particular broker will not be aggregated 
with Southeastern’s other accounts to access liquidity when available through other brokers or electronic 
networks at a desirable price, and, in most cases, will trade after Southeastern’s non directed clients.  As a 
result, the quality of execution for such clients may be worse than the execution available to non-directed 
accounts.  Finally, splitting trades among multiple brokers could compromise our anonymity and imperil our 
ability to execute for directed and non-directed accounts.  For these and other reasons disclosed to the firm’s 
directed clients, Southeastern has discouraged the use by its clients of designated brokers and no longer 
accepts accounts that direct brokerage, except in unusual circumstances. Any client that requires directed 
brokerage acknowledges that their choice may result in not securing best execution. 

 
 

B. Discuss whether and under what conditions you aggregate the purchase or sale of securities for 
various client accounts. If you do not aggregate orders when you have the opportunity to do so, explain 
your practice and describe the costs to clients of not aggregating. 
 

Client-account orders with matching trading instructions are almost always aggregated before execution. 
Except in extraordinary circumstances, all client-account orders for a given security receive the same trading 
instructions.  Extraordinary circumstances where trading instructions do not match and orders would not be 
aggregated would include client deposits to or redemptions from their respective accounts, account initiation, 
account closure, client-directed execution instructions, and the "catch up" of certain client accounts which could 
not participate in prior aggregated (and executed) orders because of cash availability/ portfolio management or 
other compliance reasons. Depending on facts and circumstances, client orders which are not aggregated with 
others may not receive the same quality execution as orders which are aggregated. Please see the answer to 
question 12 A.3.(b) regarding the negative consequences of directing brokerage. 
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Review of Accounts 
 

Form ADV Part 2A, Item 13 
 
THIS SECTION IS REQUIRED. YOU MAY NOT OMIT THIS HEADING. You must answer each item. If an 
item is not applicable, you must state that it is not applicable. 
 
A. Indicate whether you periodically review client accounts or financial plans. If you do, describe the frequency 
and nature of the review, and the titles of the supervised persons who conduct the review. 
 
Each client account is reviewed at least monthly from an investment perspective by a client portfolio manager, 
trader or analyst portfolio manager. In many cases, these reviews will also take place more frequently than 
monthly as stock prices fluctuate and position weightings change.  An automated portfolio compliance system 
monitors the account on a pre-trade basis for restrictions. In addition, depending on the frequency required in 
the IMA, each portfolio is reviewed by a compliance specialist on a post trade basis no less frequently than 
quarterly. This review is approved by the specialist’s supervisor. 
 
B. If you review client accounts on other than a periodic basis, describe the factors that trigger a review. 
 
In addition to periodic reviews, additional reviews will occur to the extent a client adds or withdraws money, 
trading activity results in weightings that approach investment guidelines, or stock selections and/or price 
fluctuations result in a need to rebalance an account. 
 
C. Describe the content and indicate the frequency of regular reports you provide to clients regarding their 
accounts. State whether these reports are written. 
 
After the close of each quarter (or more frequently if required by the client), Southeastern provides clients 
written reports showing portfolio holdings with cost and market values.  Other reports are available to each 
client at their request.  Certain clients require periodic formal, in-person presentations by members of the 
portfolio management group.  Special reports are prepared for these client meetings, showing the particular 
portfolio’s current investments and other pertinent account information through the current date.  
Southeastern’s representatives respond to questions raised by the client at these meetings and may provide 
additional follow-up reports when necessary.  Clients receive an annual portfolio report after the close of the 
year which includes both realized and unrealized gains and losses. 
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Client Referrals and Other Compensation 
 

Form ADV Part 2A, Item 14 
 
THIS SECTION IS REQUIRED. YOU MAY NOT OMIT THIS HEADING. You must answer each item. If an 
item is not applicable, you must state that it is not applicable. 
 
A. If someone who is not a client provides an economic benefit to you for providing investment advice or other 
advisory services to your clients, generally describe the arrangement, explain the conflicts of interest, and 
describe how you address the conflicts of interest. For purposes of this Item, economic benefits include any 
sales awards or other prizes. 
 
Not Applicable 
 
B. If you or a related person directly or indirectly compensates any person who is not your supervised person 
for client referrals, describe the arrangement and the compensation. 

Note: If you compensate any person for client referrals, you should consider whether SEC rule 206(4)-3 or 
similar state rules regarding solicitation arrangements and/or state rules requiring registration of investment 
adviser representatives apply. 

 
Southeastern Asset Management, Inc. contracted with Charles P. Eaton to represent the company in an effort 
to identify and refer prospective clients to Southeastern Asset Management, Inc.  The Company pays Charles 
P. Eaton a percentage of the advisory fees collected as a result of his efforts as compensation for these 
solicitation services.  This percentage equals ten percent (10%) of all advisory fees collected as a result of Mr. 
Eaton’s efforts with the exception of one account which was solicited under a prior agreement providing for 
twenty percent (20%). 

Payments to Mr. Eaton shall be made within thirty (30) days of Southeastern Asset Management, Inc.’s receipt 
of payment of advisory fees and all expenses of Mr. Eaton shall be borne by him. 

The compensation paid Charles P. Eaton as described above, does not result in any charges being made 
against those clients referred to Southeastern Asset Management, Inc. by Mr. Eaton in addition to such clients’ 
advisory fees.  Additionally, there is no differential among such clients and other clients of Southeastern Asset 
Management, Inc. not referred by Charles P. Eaton, with respect to the amount or level of advisory fees 
charged by Southeastern Asset Management, Inc. attributable to the existence of the foregoing arrangement. 

The contract with Charles P. Eaton individually was terminated as to further solicitation efforts.  Payments 
continue on 10 accounts solicited under agreement. 
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Custody 
 

Form ADV Part 2A, Item 15 
 
THIS SECTION IS REQUIRED. YOU MAY NOT OMIT THIS HEADING. You must answer each item. If an 
item is not applicable, you must state that it is not applicable. 
 
If you have custody of client funds or securities and a qualified custodian sends quarterly, or more frequent, 
account statements directly to your clients, explain that clients will receive account statements from the broker-
dealer, bank or other qualified custodian and that clients should carefully review those statements. If your 
clients also receive account statements from you, your explanation must include a statement urging clients to 
compare the account statements they receive from the qualified custodian with those they receive from you. 
 
Not Applicable 
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Investment Discretion 
 

Form ADV Part 2A, Item 16 
 
THIS SECTION IS REQUIRED. YOU MAY NOT OMIT THIS HEADING. You must answer each item. If an 
item is not applicable, you must state that it is not applicable. 
 
If you accept discretionary authority to manage securities accounts on behalf of clients, disclose this fact and 
describe any limitations clients may (or customarily do) place on this authority. Describe the procedures you 
follow before you assume this authority (e.g., execution of a power of attorney). 
 
Southeastern accepts discretionary authority to manage securities accounts on behalf of clients. Clients hire 
Southeastern because they want a portfolio managed using Southeastern’s investment expertise and 
established disciplines, but they are able to (and often do) place guidelines and limitations on this authority. 
These guidelines would be included in an investment management agreement, which is the document 
Southeastern and the client sign to establish Southeastern’s investment authority. Before signing the 
agreement, client portfolio management personnel gain an understanding of the client’s financial situation and 
investment objectives to determine the suitability of Southeastern’s approach. Then client portfolio 
management, portfolio compliance, trading and portfolio accounting departments review the terms of the IMA 
prior to execution to ensure Southeastern is capable of performing the requirements and the guidelines are 
appropriate in light of Southeastern’s investment strategy. 
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Voting Client Securities 
 

Form ADV Part 2A, Item 17 
 
THIS SECTION IS REQUIRED. YOU MAY NOT OMIT THIS HEADING. You must answer each item. If an 
item is not applicable, you must state that it is not applicable. 
 
A. If you have, or will accept, authority to vote client securities, briefly describe your voting policies and 
procedures, including those adopted pursuant to SEC rule 206(4)-6. Describe whether (and, if so, how) your 
clients can direct your vote in a particular solicitation. Describe how you address conflicts of interest between 
you and your clients with respect to voting their securities. Describe how clients may obtain information from 
you about how you voted their securities. Explain to clients that they may obtain a copy of your proxy voting 
policies and procedures upon request. 
 
As required by Rule 206(4)-6 under the Investment Advisers Act of 1940, Southeastern has adopted written 
policies and procedures (the “Proxy Policy”) designed to ensure that Southeastern votes clients securities in the 
best interest of clients and in a manner consistent with the firm’s investment strategy.  The Proxy Policy 
discusses specific proposals and how Southeastern is likely to vote.  The overriding principle governing 
Southeastern’s voting decisions is what Southeastern believes to be in its clients’ long-term financial interest. 

Southeastern works with a third-party service provider to ensure that it receives all proxies relating to securities 
Southeastern selects for its clients’ portfolios.  Voting decisions are made by the lead analyst, and a special 
committee reviews for conflicts of interest.  In case of a material conflict, Southeastern will seek to disclose the 
conflict to its clients and obtain consent to vote, or if obtaining consent is not feasible, will vote consistent with 
the recommendation of an unaffiliated proxy service. 

To obtain a copy of the Proxy Policy, to get a report of Southeastern’s voting decisions for your account, or to 
instruct Southeastern how to vote on a particular matter, please contact Southeastern’s Proxy Administrator at 
901-761-2474, or submit your request in writing to Southeastern Asset Management, Inc., Attention:  Proxy 
Administrator, 6410 Poplar Avenue, Suite 900, Memphis, TN  38119. 

 
B. If you do not have authority to vote client securities, disclose this fact. Explain whether clients will receive 
their proxies or other solicitations directly from their custodian or a transfer agent or from you, and discuss 
whether (and, if so, how) clients can contact you with questions about a particular solicitation. 
 
Not Applicable 
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Financial Information 
 

Form ADV Part 2A, Item 18 
 
THIS SECTION IS REQUIRED. YOU MAY NOT OMIT THIS HEADING. You must answer each item. If an 
item is not applicable, you must state that it is not applicable. 
 
A. If you require or solicit prepayment of more than $1,200 in fees per client, six months or more in advance, 
include a balance sheet for your most recent fiscal year. 
 

1. The balance sheet must be prepared in accordance with generally accepted accounting principles, 
audited by an independent public accountant, and accompanied by a note stating the principles used to 
prepare it, the basis of securities included, and any other explanations required for clarity. 

 
Not Applicable 
 

2. Show parenthetically the market or fair value of securities included at cost. 
 
Not Applicable  
 

3. Qualifications of the independent public accountant and any accompanying independent public 
accountant’s report must conform to Article 2 of SEC Regulation S-X. 

 
Not Applicable 
 
Note: If you are a sole proprietor, show investment advisory business assets and liabilities separate from other 
business and personal assets and liabilities. You may aggregate other business and personal assets unless 
advisory business liabilities exceed advisory business assets. 
 
Note: If you have not completed your first fiscal year, include a balance sheet dated not more than 90 days 
prior to the date of your brochure. 
 
Exception: You are not required to respond to Item 18.A of Part 2A if you also are: (i) a qualified custodian as 
defined in SEC rule 206(4)-2 or similar state rules; or (ii) an insurance company. 
 
Not Applicable 
 
B. If you have discretionary authority or custody of client funds or securities, or you require or solicit 
prepayment of more than $1,200 in fees per client, six months or more in advance, disclose any financial 
condition that is reasonably likely to impair your ability to meet contractual commitments to clients. 

Note: With respect to Items 18.A and 18.B, if you are registered or are registering with one or more of the state 
securities authorities, the dollar amount reporting threshold for including the required balance sheet and for 
making the required financial condition disclosures is more than $500 in fees per client, six months or more in 
advance. 
 
There are none. 
 
C. If you have been the subject of a bankruptcy petition at any time during the past ten years, disclose this fact, 
the date the petition was first brought, and the current status. 
If you are registering or are registered with one or more state securities authorities, you must respond to the 
following additional Item. 
Not Applicable 
 

http://www.law.uc.edu/CCL/regS-X/art2.html�
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Additional Information 
 

Use this section for any additional disclosures needed. Otherwise, delete this section. 
Click here to enter text. 
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