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This Brochure (“Brochure”) provides information about the qualifications and business 

practices of EACM Advisors LLC.  If you have any questions about the contents of this 

Brochure, please contact us at 203-854-7000 or info@eacm.com.  The information in this 

Brochure has not been approved or verified by the United States Securities and Exchange 

Commission (“SEC”) or by any state securities authority. 

 

EACM Advisors LLC is a registered investment adviser.  Registration of an Investment 

Adviser does not imply any level of skill or training.  The oral and written communications 

of an Adviser provide you with information about which you determine to hire or retain an 

Adviser.  

Additional information about EACM Advisors also is available on the SEC’s website at 

www.adviserinfo.sec.gov.  
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Item 2. Summary of Material Changes 

 
Following is a summary of material changes we have made to our Brochure since its last annual 
update on March 30, 2018: 

Item 4. Advisory Business: Explanation of changes in overall objectives and operations of the 
Firm caused the announced wind down of EACM. 

Item 5. Fees and Compensation: Restated the fee structure applicable to all investors/clients. 

Item 6. Performance Fees and Side-by-Side Management: Eliminated references to EACM 
performance fees as EACM has voluntarily waived all of its fees to remaining investors/clients. 

Item 7. Types of Clients: Removed all discussion of Separate Custom Account Requirements as 
the Firm no longer can solicit new investors/clients nor accept additional capital. 

Item 8. Investment Strategies, Methods of Analysis, and Risk of Loss: Restated investment 
strategy and objectives as the Firm no longer focuses on active management but instead focuses 
on the process of liquidating remaining portfolio assets in order to distribute the proceeds to their 
beneficial owners. Eliminated discussion of Methods of Analysis as these are no longer 
applicable. 

Item 10. Other Financial Industry Activities and Affiliations: Removed references to matters 
no longer applicable due to the wind down of the business. 

Item 13. Review of Accounts: Changed language to account for business wind down and review 
of accounts. 

Item 14. Client Referrals and Other Compensation: Deleted discussion of Unaffiliated 
Solicitors and Unaffiliated Placement Agents as this is no longer applicable. 

 

Along with the changes stated above, EACM filed an amended Form ADV Part 1 in October 
2018 to reflect changes in Executive Officers, with additional changes included in the annual 
amendment filed March 2019. 
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Item 4. Advisory Business 

 
EACM Advisors LLC (“EACM” or the “Firm” or “We” or “Us”) is a limited liability company 
organized under the laws of the State of Delaware.  The Firm is currently an indirect, wholly-
owned subsidiary of The Bank of New York Mellon Corporation (“BNY Mellon”).   The firm’s 
history begins in 1976, when predecessor Evaluation Associates (“EAI”) was founded as an 
institutional consulting firm.  In 1984, a fund-of-funds unit was started within EAI, focusing on 
long-only traditional multi-manager products.  In 1987, EAI began managing its first 
discretionary fund of hedge funds portfolio.  In 1991, EAI’s experience advising clients on hedge 
funds led it to form a dedicated unit to manage hedge fund-of-funds portfolios.  EAI’s fund-of-
funds operations were consolidated within a separate unit (Evaluation Associates Capital 
Markets, Inc., or ‘EACM’), operating independently of the affiliated institutional consulting 
business with respect to resources and client base.  In August 2004, Mellon Financial 
Corporation acquired the assets of EACM, which subsequently was renamed EACM Advisors 
LLC and became an independent ‘boutique’ firm within the institutional arm of Mellon’s Asset 
Management Group.  On July 1, 2007 the Bank of New York Corporation and the Mellon 
Financial Corporation merged to form The Bank of New York Mellon Corporation.   
 
MBC Investments Corporation owns 100% of the Firm.   
 
On September 24, 2018, BNY Mellon announced its intention to wind down EACM.  As a result, 
EACM is closed to new clients/investors and is in the process of returning capital to existing 
fund of hedge funds and separately managed account investors in an orderly manner as 
investments are able to be redeemed.  As part of the wind down, Dreyfus Select Managers 
Long/Short Fund, for which EACM was the Portfolio Allocation Manager, was liquidated 
effective November 30, 2018.  Additionally, EACM’s Traditional Manager of Managers 
Program was terminated effective December 1, 2018.   
 
As of December 31, 2018 EACM managed $604,360,945 on a discretionary basis and 
$12,720,942 on a non-discretionary basis. EACM fund of hedge-funds program (“FOHF 
Program”) had regulatory assets under management of $617,081,887 as of  December 31, 2018.  
(All of the numbers above are unaudited and are based on estimates.) 
 
Since year end 2018, EACM has continued to return investor capital and has substantially 
decreased its assets under management, along with reductions in staff. 
 
EACM generally does not manage individual securities and investment positions.  Rather, we 
allocated (or recommended allocation of) assets to a variety of underlying securities managers, 
commodity trading advisors and commodity pool operators (“Portfolio Managers”).  Please refer 
to Item 8 for a description of the FOHF Program. 
 
Investors in any of the EACM Funds should refer to the fund’s offering memorandum and 
constitutional documents for a full description of the investment program, risks, conflicts of 
interests, fees and other relevant information regarding such EACM Fund. 
 
EACM is registered as an "investment adviser" under the Investment Advisers Act of 1940. The 
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Central Bank of Ireland has confirmed non-objection in respect of EACM acting in the capacity 
as an investment adviser of Irish authorized collective investment schemes.  EACM is also a U.S. 
registered commodity pool operator and a Member of the National Futures Association. 

 

 

Item 5. Fees and Compensation 
 
As part of the wind down of the Firm, effective January 1, 2019 EACM voluntarily waived all 
EACM management and EACM performance fees, thereby the Firm does not charge fees to 
either its separate account clients or pooled investors.  EACM intends not to charge fees 
throughout the process of returning client/investor capital.  Other fees and expenses as discussed 
herein may be applicable. 
 
Separate Account Fees:  As previously stated, effective January 1, 2019 EACM does not charge 
fees for its investment advisory separate account services.  However, your investment advisory 
agreement may also provide that you will incur fees and expenses in addition to our advisory 
fees such as custody, administrative and other customary operating expenses.  Client accounts 
are still subject to such fees and charges payable to other third parties. 
 
Generally, fees are deducted automatically by your account administrator based on instructions 
per your investment advisory agreement.   

 

EACM Fund Fees:  Effective January 1, 2019 EACM, as investment adviser to its pooled funds, 
has voluntarily waived all EACM management and EACM performance fees that are disclosed 
in each EACM Fund’s Offering Memorandum.  EACM Funds may also be subject to additional 
charges such as custody, administrative and other operating expenses.  Please see the applicable 
EACM Fund’s offering materials for further information regarding fees.   
 

The Firm invested your account in pooled investment vehicles (“Portfolio Funds”) and/or 
separately managed accounts that themselves bear advisory fees and operational expenses such 
as brokerage and other transaction costs, transfer agent, distribution, shareholder servicing, 
networking, and recordkeeping fees. Moreover, investors in the FOHF Program may indirectly 
be subject to (i) a management fee charged by a Portfolio Manager based on the portion of their 
assets that are invested in the applicable Portfolio Fund; and (ii) an incentive allocation payable 
to the Portfolio Manager of Portfolio Fund, which is generally in the range from ten percent 
(10%) to thirty percent (30%) of net income or capital appreciation. However, such 
fees/allocations may exceed these ranges (including, in certain cases, to a material extent) and/or 
may be charged on a different basis.  In addition, investors in the FOHF Program may incur 
indirectly other investment costs and expenses of the Portfolio Funds, including markups, mark-
downs and other amounts included in the price of a security, odd-lot differentials, transfer taxes, 
wire transfer fees and electronic fund fees.  Investors in the FOHF Program will indirectly bear 
these fees and expenses as an investor in such Portfolio Funds and, as a result, will bear higher 
expenses than if you invested directly in the securities held by the Portfolio Fund.   
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Item 6. Performance-Based Fees and Side-by-Side Management 
 
EACM has voluntarily waived all EACM investment management fees, including EACM 
performance-based fees. 
 
Our side-by-side management activities entail inherent conflicts that are described in this Item 6. 
 
“Side-by-side management” refers to our simultaneous management of multiple types of client 
accounts/investment products.  For example, we manage separate accounts, managed accounts, 
and EACM Funds for clients and investors at the same time.  Our clients have a variety of 
investment objectives, policies, strategies, limitations and restrictions.  Our affiliates likewise 
manage a variety of separate accounts, managed accounts, and pooled investment vehicles.   
 
Side-by-side management gives rise to a variety of potential and actual conflicts of interest for 
us, our employees and our supervised persons.  Below we discuss the conflicts that we and our 
employees and supervised persons face when engaging in side-by-side management and how we 
deal with them.   
 
Note that we manage our accounts consistent with applicable law, and we follow procedures that 
are reasonably designed to treat our clients fairly and to prevent any client or group of clients 
from being systematically favored or disadvantaged.  For example, we have Trade Allocation 
Policies and Procedures which are designed and implemented to ensure that all clients are treated 
fairly and equally, and to prevent these conflicts from influencing the allocation of investment 
opportunities among clients. Please see Item 12 for an explanation of our Trade Allocation 

Policies and Procedures. 
 

Conflicts of Interest Relating to the Management of Multiple Client Accounts 

We and our affiliates perform investment advisory services for various clients. We may give 
advice and take action in the performance of our duties with respect to any of our other clients 
which may differ from the advice given, or the timing or nature of action taken, with respect 
another client.  We have no obligation to purchase or sell for a client any security or other 
property which we purchase or sell for our own account or for the account of any other client, if 
it is undesirable or impractical to take such action.  We may give advice or take action in the 
performance of our duties with respect to any of our clients which may differ from the advice 
given, or the timing or nature of action taken by our affiliates on behalf of their clients.   

 

Conflicts of Interest Relating to Accounts with Different Strategies 

 

We and our affiliates manage numerous pooled investment vehicles and separate custom 
accounts with a variety of strategies, which may present conflicts of interest.  As is described in 

“Additional Risks Associated with Fund-of-Funds Investment Programs” under Item 8 below, 
EACM’s underlying sub-managers invest wholly independently of one another and may at times 
hold economically offsetting positions. i.e., long and short positions in the same security.  To the 
extent that the Portfolio Managers do in fact hold economically offsetting positions, an EACM 
Fund or separate custom account, considered as a whole, cannot achieve any gain or loss despite 
incurring expenses.   
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Other Conflicts of Interest  
 
As noted previously, we and our affiliates manage numerous accounts with a variety of 
investment strategies and underlying sub-managers.  This necessarily creates potential conflicts 
of interest for us.  For example, we or an affiliate may cause multiple accounts to invest, directly 
or indirectly, in the same investment.  Such accounts may have conflicting interests and 
objectives in connection with such investment, including differing views on the operations or 
activities of the portfolio company, the targeted returns for the transaction and the timeframe for 
and method of exiting the investment.  Conflicts may also arise in cases where multiple EACM 
and/or affiliate pooled investment vehicles or separate custom accounts are invested in different 
parts of an issuer’s capital structure through underlying sub-managers.  For example, one of our 
client account’s sub-managers could acquire, directly or indirectly, debt obligations of a 
company while another client account’s sub-managers acquire an equity investment.  In 
negotiating the terms and conditions of any such investments, we may find that the interests of 
the debt-holding client account’s sub-managers and the equity holding client account’s sub-
managers may conflict.   
 

 

Item 7. Types of Clients   
 
EACM’s remaining investors and clients may include, but are not limited to, high net worth 
individuals and family offices, banks or thrift institutions, corporate pension and profit sharing 
plans, Taft-Hartley plans, trusts, foundations, endowments, charitable institutions, Investment 
Companies, U.S. and “offshore” (non-U.S.) private investment funds,  other non-US regulated 
funds, sovereign funds, separate accounts, and other U.S. and international institutions.   
 
 

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

 
As previously stated, EACM is in process of terminating all operations and all remaining Funds 
and accounts are in liquidation.  Therefore, the investment objective regarding all remaining 
Funds and accounts is to manage the realization process of the remaining assets in the portfolios 
and distribute the proceeds, when available, to investors in the Funds and/or separately managed 
account clients, where applicable. 

 

 

Investment Strategies 

 
The remaining underlying hedge fund investments of all EACM Funds and accounts can be 
classified across five broad strategies groups as defined by EACM:  Relative Value, Event 
Driven, Equity Hedge Funds, Global Asset Allocations and Portfolio Protection. In its 
investment approach, EACM recognizes five (5) broad strategies (including an array of 
substrategies) and attempts to diversify its exposure to risks associated with such strategies, as 
outlined below.   
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• Relative Value:  

o Portfolio Managers within the Relative Value category seek to achieve attractive 
risk-adjusted returns through the use of both long and short positions.  Relative 
Value Portfolio Managers generally look to take advantage of perceived pricing 
inefficiencies that occur in the market place from time to time.  Positions taken by 
Relative Value Portfolio Managers may or may not be leveraged.  Within the 
Relative Value category there are four major management strategies: Long-Short 
Equity, Convertible Arbitrage, Fixed Income Arbitrage and Rotational. 
 

• Event Driven: 

o Portfolio Managers in the Event-Driven category typically invest either long or 
short (or both) based on anticipated outcomes of company-specific or transaction-
specific situations.  Event-Driven Portfolio Managers employ a transactional 
approach, attempting to capture an underlying change in value based on a 
particular event such as an anticipated merger or pending bankruptcy.  Positions 
taken by Event-Driven Portfolio Managers may or may not be leveraged.  Event-
Driven Portfolio Managers tend to have a directional bias that produces a higher 
correlation to equity markets than many other strategies.  Within the Event-Driven 
category there are three major management strategies:  Equity-Event, Credit 
Opportunities and Opportunistic. 
. 

• Equity Hedge:  

o Portfolio Managers in the Equity Hedge category tend to focus on taking long and 
short positions in listed equity markets.  These positions tend to correspond to the 
Portfolio Manager’s views of individual opportunities.  Equity Hedge Portfolio 
Managers may employ leverage and may have "gross" positions (the sum of their 
long and short positions) in excess of assets under management.  It should be 
noted that Portfolio Managers in the Equity Hedge category generally are not 
fully hedged. Within the Equity Hedge category there are three major 
management strategies:  Long-Biased, Opportunistic and Global-International. 
 

• Global Asset Allocation:  

o The Global Asset Allocation category is comprised of two major management 
strategies: Discretionary and Systematic.  With respect to both strategies, 
Portfolio Managers tend to focus on macro-economic opportunities across 
numerous markets and instruments.  Investments may be either long or short 
securities, futures contracts, derivative contracts or options.  The markets traded 
may include equities, fixed income, currencies or commodities (e.g., agricultural, 
metals, energy).  Systematic Portfolio Managers tend to invest in a variety of 
markets, based on proprietary, model-driven strategies.  These Portfolio Managers 
tend to follow investment trends and take positions based primarily on the output 
of their models.  Discretionary Portfolio Managers tend to rely more on a 
fundamental or qualitative approach to their decision making. 
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• Portfolio Protection: 

o Portfolio Managers in the Portfolio Protection category seek to profit from market 
conditions that usually exist in stressed or declining markets for risk assets in an 
attempt to provide downside protection or hedge perceived risks. These Portfolio 
Managers may employ a variety of strategies to achieve this objective, such as 
short selling of securities and long or short investments in instruments whose 
return is tied to equity, credit, interest rate, foreign exchange, commodity, 
volatility or other market factors where those instruments would be expected to 
increase in value in volatile or declining markets. These Portfolio Managers may 
or may not utilize significant leverage. 

 
Since remaining portfolios are in the final stages of liquidation, strategy and manager allocations 
are not actively managed, are dependent on the liquidation terms of underlying hedge funds, and 
may result in concentration in one or more of the above. 
 
 

General Risks   
 

The risks set forth below represent a general summary of the material risks involved in the 
remaining investment strategies under management.  If applicable, please refer to the “Risk 
Factors” section in the offering documents for a more detailed discussion of the risks involved in 
an investment in an EACM Fund.  These risks apply to EACM separate accounts as well.   
 

Risk of Loss.  Investing in securities involves risk of loss that you should be 
prepared to bear.  We do not guarantee or represent that our investment program will be 
successful.  Our past results are not necessarily indicative of our future performance and our 
investment results may vary over time.  We cannot assure you that our investments of your 
money will be profitable, and in fact, you could incur substantial losses.  Your investments with 
us are not a bank deposit and are not insured or guaranteed by the FDIC or any other government 
agency.  Accordingly, investors should consider investing with EACM only as part of an overall 
diversified portfolio and should be willing to assume the risks of potentially significant 
fluctuations in value. 

 
Lack of Operating History.  Certain of the underlying investment funds 

(“Portfolio Funds”) may be newly formed entities and have no or little operating history upon 
which investors can evaluate the anticipated performance of such Portfolio Fund.  Any past 
investment performance of Portfolio Managers with which EACM expects to invest its assets 
cannot be relied upon as an indication of the future results of an investment with EACM.  
EACM's investment program should be evaluated on the basis that there can be no assurance that 
EACM’s assessments of Portfolio Managers, and in turn their assessments of the short-term or 
long-term prospects of investments, will prove accurate or that EACM will achieve its 
investment objective.   

 
Absence of Regulatory Oversight.  EACM Funds are not required to, and do not 

intend to, register as an investment companies under the U.S. Investment Company Act of 1940, 
as amended (the "Company Act"), or the laws of any other country or jurisdiction and, 
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accordingly, the provisions of such statutes (which may provide certain regulatory safeguards to 
investors) are not applicable.  For example, EACM Funds are not required, and do not require 
Portfolio Managers, to maintain custody of their own securities or place their securities in the 
custody of a bank or a member of a U.S. securities exchange, as required of registered 
investment companies under the SEC rules.  A registered investment company which places its 
securities in the custody of a member of a U.S. securities exchange is required to have a written 
custodian agreement, which provides that securities held in custody will be at all times 
individually segregated from the securities of any other person and marked to clearly identify 
such securities as the property of such investment company and which contains other provisions 
complying with SEC regulations.  Portfolio Managers generally maintain such accounts at 
brokerage firms which do not separately segregate such assets as would be required in the case of 
registered investment companies.  Under the provisions of the U.S. Securities Investor Protection 
Act, the bankruptcy of any such brokerage firms might have a greater adverse effect on the Fund 
than would be the case if all Portfolio Managers maintained their accounts to meet the 
requirements applicable to registered investment companies. 

 
Conflicts of Interest.  EACM is engaged in advisory activities other than on 

behalf of a particular EACM Fund or separate custom account.  Accordingly, conflicts of interest 
may arise in connection with the allocation of investment opportunities between EACM Funds, 
separate custom accounts, and/or other investment advisory clients.  EACM will allocate such 
investment opportunities among its investment advisory clients in a manner believed equitable 
by EACM.   

 

Banking Regulation.  EACM and its affiliates (including BNY Mellon), are 
subject to certain U.S. and non-U.S. banking laws, including the Bank Holding Company Act of 
1956, as amended (the "BHCA") and to regulation by the Board of Governors of the Federal 
Reserve System (the "Federal Reserve").  The BHCA and other applicable banking laws, rules, 
regulations, guidelines and the interpretations thereof by the staff of the regulatory agencies 
which administer them, may restrict the transactions and relationships between EACM, BNY 
Mellon and/or their affiliates, on the one hand, and EACM Funds on the other hand, and may 
restrict the investments, activities and transactions of EACM Funds. 

   
The Dodd-Frank Wall Street Reform and Consumer Protection Act (“DFA”) was adopted by the 
U.S. Congress in July 2010.  It requires financial regulators to propose and adopt rules to 
implement the statutory provisions of the DFA.  One of the rules is commonly referred to as the 
“Volcker Rule,” which imposes a number of restrictions on financial organizations like BNY 
Mellon and the EACM Funds.  The final Volcker Rule was jointly adopted by a group of U.S. 
federal financial regulators in December 2013, and generally must be implemented by BNY 
Mellon no later than July 21, 2017, except for investments in or relationships with a “covered 
fund” that occurred after December 31, 2013, which must conform by July 21, 2015.   
 
Under the Volcker Rule, “banking entities” such as BNY Mellon and any of its controlled 
subsidiaries or affiliates (“BNY Mellon-controlled entities”) must comply with certain conditions 
and restrictions in connection with sponsoring or investing in certain “covered funds.”  The 
EACM Funds are subject to the restrictions of the Volcker Rule.  The Volcker Rule affects how 
EACM may organize and offer the EACM Funds.  The rule also regulates the amount that BNY 
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Mellon-controlled entities may invest in EACM Funds and which of their employees and 
directors may invest in EACM Funds.  
 
BNY Mellon-controlled entities may invest seed capital and otherwise have ownership interests 
in the EACM Funds so long as their aggregate ownership interests do not exceed 3% of the total 
value of outstanding EACM Funds ownership interests by July 21, 2017 (“3% Fund Limit”).  
Moreover, the aggregate investment by all BNY Mellon-controlled entities in the EACM Funds 
and all other “covered funds” may not exceed 3% of BNY Mellon’s Tier 1 Capital (“3% 
Aggregate Limit”).  Redemptions or divestments of EACM Funds ownership interests by BNY 
Mellon-controlled entities to meet the 3% Fund Limit and, if applicable, the 3% Aggregate Limit 
may have significant ramifications for the EACM Funds and its investors.   
 
The Volcker Rule prohibits the EACM Funds from using “bank” in its name and sharing the 
same name or a variation of the same name with any BNY Mellon-controlled entity for 
corporate, marketing, promotional, or other purposes.  This will require certain EACM Funds to 
change names by July 21, 2017. Additional information on this will be provided when available.  
 
The Volcker Rule prohibits certain types of “covered transactions” between the EACM Funds 
and BNY Mellon-controlled entities, such as loans to the EACM Funds, extending credit to the 
EACM Funds, purchasing assets from the EACM Funds, and issuing a guarantee or letter of 
credit to the EACM Funds. The Volcker Rule also requires sales transactions and servicing 
arrangements between the EACM Funds and a BNY Mellon-controlled entity to be on market 
terms.  This may require changes to the existing service arrangements that the EACM Funds may 
have with BNY Mellon-controlled entities, but no such changes are contemplated at this point. 
 
No BNY Mellon-controlled entity, which includes EACM and EACM Funds, may directly or 
indirectly, guarantee, assume, or otherwise insure the obligations or performance of the EACM 
Funds.  Ownership interests in the EACM Funds are not insured by the FDIC, and are not 
deposits, obligations of, or endorsed or guaranteed in any way, by any BNY Mellon-controlled 
entity. Any losses in the EACM Funds will be borne solely by investors in the EACM Funds and 
not by any BNY Mellon-controlled entity; therefore, any losses suffered by a BNY Mellon-
controlled entity will be limited to losses attributable to its ownership interest in the EACM 
Funds held by it in its capacity as an investor in the EACM Funds. Investors should read the 
respective offering documents before investing in the EACM Funds. 

 
Portfolio Managers.  As the Portfolio Funds in which EACM will invest may be 

in an early stage of formation or operation, this can pose a number of operational and other 
issues.  For example, in its early stages the Portfolio Manager may have little capital available to 
cover expenses and, accordingly, may have difficulty attracting qualified personnel.  Portfolio 
Managers may face competition from other investment funds, which may be more established, 
have a larger number of qualified management and technical personnel and benefit from a larger 
capital base. 

 
Limited Information Regarding Portfolio Managers.  Although EACM will 

receive information from each prospective Portfolio Manager regarding such Portfolio Manager's 
historical performance, if any, and investment strategy, in most cases EACM will have little or 
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no means of independently verifying the information supplied to it by such Portfolio Managers.  
In some cases, EACM will not have access to detailed information regarding the underlying 
portfolios of the Portfolio Funds and will rely in large part on the limited information provided to 
it by the Portfolio Managers.  The absence of detailed information could result in significant 
losses to EACM Funds or separate custom accounts.   

 
Incentive Compensation Arrangements.  Portfolio Managers typically receive 

compensation based on the performance of their investments.  Such compensation arrangements 
may create an incentive to make investments that are riskier or more speculative than would be 
the case if such arrangements were not in effect.  In addition, because performance-based 
compensation is calculated on a basis that includes unrealized appreciation, it may be greater 
than if such compensation were based solely on realized gains.  Similarly, EACM may receive a 
Performance Fee that will be based on the net capital appreciation of EACM Funds or separate 
custom accounts.   

 
Valuations.  Certain securities in which Portfolio Funds invest may not have a 

readily ascertainable market price.  Such securities will nevertheless generally be valued by the 
Portfolio Managers, their appointed administrators, or third party pricing agents.  Valuation will 
ordinarily be conclusive with respect to the EACM Fund or separate custom account, even 
though Portfolio Managers will generally face a conflict of interest in valuing such securities 
because the value of the securities will affect their compensation. 

 

 

Investment Related Risks 

 
EACM Funds and separate custom accounts allocated capital to Portfolio Managers and invest in 
Portfolio Funds that invest in, and actively trade, securities and other financial instruments using 
a variety of strategies and investment techniques with significant risk characteristics, including 
the risks arising from the volatility of the equity, fixed-income, commodity and currency 
markets, the risks of short sales, the risks arising from leverage associated with trading in the 
equities, currencies and over-the-counter derivatives markets, the illiquidity of derivative 
instruments and the risk of loss from counterparty defaults.  No guarantee or representation is 
made that the EACM Funds’ or separate accounts’ investment programs will be successful.  The 
Portfolio Managers may utilize leverage, which can, in certain circumstances, substantially 
increase the adverse impact to which the EACM Funds’ or separate custom accounts’ investment 
portfolio may be subject.  Prospective investors and clients should consider the following 
additional factors in determining whether an investment in with EACM is a suitable investment: 

 
General Economic and Market Conditions.  The success of the EACM Funds’ 

or separate custom accounts’ activities may be affected by general economic and market 
conditions, such as interest rates, availability of credit, inflation rates, economic uncertainty, 
changes in laws and national and international political circumstances.  These factors may affect 
the level and volatility of securities prices and the liquidity of the Portfolio Funds.  Unexpected 
volatility or illiquidity could impair an EACM Fund’s or separate custom account’s profitability 
or result in losses.   
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Risks of Securities Activities.  All securities investing and trading activities risk 
the loss of capital.  There can be no assurance that the EACM Funds’ or separate custom 
accounts’ investment activities will be successful or that investors will not suffer losses.  The 
following discussion sets forth some of the more significant risks associated with the Portfolio 
Managers' and the EACM Funds’ or separate custom accounts’ style of investing:   

 
Equity Securities.  The value of equity securities may fluctuate in response to 

specific situations for each company, industry market conditions and general economic 
environments.  Portfolio Funds may acquire long and short positions in listed and unlisted 
common equities, preferred equities and convertible securities of issuers domiciled in developed 
or in emerging countries.  (See "Investments in Emerging Markets" below.)  Portfolio Funds may 
invest in equity securities regardless of market capitalization, including micro and small cap 
companies.  The securities of smaller companies may involve more risk and their prices may be 
subject to more volatility.  Portfolio Funds may also invest in distressed equity securities, which 
are generally considered to be riskier, more and speculative and less liquid than other equity 
securities. 

 
Short Selling.  Many Portfolio Funds will engage in short selling.  Short selling 

involves selling securities that are not owned, and borrowing the same securities for delivery to 
the purchaser, with an obligation to replace the borrowed securities at a later date.  Short selling 
allows the investor to profit from declines in market prices to the extent such declines exceed the 
transaction costs and the costs of borrowing the securities.  A short sale creates the risk of an 
unlimited loss, as the price of the underlying security could theoretically increase without limit, 
thus increasing the cost of buying those securities to cover the short position.  There can be no 
assurance that the securities necessary to cover a short position will be available for purchase.  
Purchasing securities to close out the short position can itself cause the price of the securities to 
rise further, thereby exacerbating any loss.  In certain cases, extreme demand by other short 
sellers of a particular security to "cover" such security can drive up the price, resulting in further 
losses for EACM Funds or separate custom accounts.   

 
Hedging Transactions.  The Portfolio Funds may or may not utilize a variety of 

financial instruments, such as short sales, derivatives, options, interest rate swaps, caps and 
floors, futures and forward contracts to seek to hedge against declines in the values of their 
portfolio positions as a result of changes in currency exchange rates, certain changes in the 
equity markets and market interest rates and other events.  EACM Funds or separate custom 
accounts may also engage in hedging transactions directly in order to hedge against changes in 
currency exchange rates.  Hedging against a decline in the value of portfolio positions does not 
eliminate fluctuations in the values of portfolio positions or prevent losses if the values of such 
positions decline, but establishes other positions designed to gain from those same developments, 
thus offsetting the decline in the portfolio positions' value.  Such hedging transactions may also 
limit the opportunity for gain if the value of the hedged portfolio positions should increase.  It 
may not be possible for the Portfolio Managers to hedge against a change or event at a price 
sufficient to protect an EACM Funds’, a separate custom accounts', or the Portfolio Funds' assets 
from the decline in value of the portfolio positions anticipated as a result of such change.  In 
addition, it may not be possible to hedge against certain changes or events at all.   
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While EACM Funds or separate custom accounts, or certain Portfolio Managers may or may not 
enter into hedging transactions, the non-occurrence of the events being hedged against may result 
in a poorer overall performance for an EACM Fund or separate custom account than if the 
EACM Fund, separate custom account, or the Portfolio Manager, as applicable, had not engaged 
in any such hedging transactions.  Moreover, for a variety of reasons, an EACM Fund, separate 
custom account, or the Portfolio Managers may not seek to establish a perfect correlation 
between such hedging instruments and the portfolio holdings being hedged.  Such imperfect 
correlation may prevent the Portfolio Managers from achieving the intended hedge or expose an 
EACM Fund or separate custom account to additional risk of loss. 
 

Leverage; Interest Rates; Margin.  EACM Funds or separate custom accounts 
generally do not intend to utilize leverage in connection with its investment programs but may, 
however, utilize short-term borrowings for operating and investing purposes.  In addition, the 
Portfolio Managers with which the assets of EACM Funds or separate custom accounts are 
invested may buy and sell securities on margin and otherwise utilize leverage, increasing the 
volatility of EACM Funds’ or separate custom accounts’ investments.  While leverage presents 
opportunities for increasing an EACM Fund’s or separate custom account’s total return, it has 
the effect of potentially increasing losses as well.  Accordingly, any event that adversely affects 
the value of an investment, either directly or indirectly, could be magnified to the extent that 
leverage is employed.  The cumulative effect of the use of leverage by an EACM Fund, separate 
custom account, or a Portfolio Fund, directly or indirectly, in a market that moves adversely to 
the investments of the entity employing the leverage, could result in a loss to that EACM Fund or 
separate custom account that would be greater than if leverage were not employed by the EACM 
Fund, separate custom account, or such Portfolio Fund.  In addition, to the extent that an EACM 
Fund, separate custom account, or the Portfolio Funds borrow funds, the rates at which they can 
borrow may affect the operating results of that EACM Fund, separate custom account, or 
Portfolio Fund. 

 
The anticipated use of margin borrowings by the Portfolio Funds may result in certain additional 
risks to an EACM Fund or separate custom account.  For example, should the securities that are 
pledged to brokers to secure the Portfolio Funds' margin accounts decline in value, or should 
brokers from which the Portfolio Funds have borrowed increase their maintenance margin 
requirements (i.e., reduce the percentage of a position that can be financed), then the Portfolio 
Funds could be subject to a "margin call," pursuant to which the Portfolio Funds must either 
deposit additional funds with the broker or suffer mandatory liquidation of the pledged securities 
to compensate for the decline in value.  The broker normally has the right to liquidate the 
manager's portfolio in the broker's discretion.  In the event of a precipitous drop in the value of 
the assets of a Portfolio Fund, the Portfolio Fund might not be able to liquidate assets quickly 
enough to pay off the margin debt and might suffer mandatory liquidation of positions in a 
declining market at relatively low prices, thereby incurring substantial losses.   

 
Investments in Emerging Markets.  Certain Portfolio Funds may invest in 

securities of companies operating in emerging markets and in emerging markets' currencies.  
Investing in the securities of such companies and countries involves certain considerations not 
usually associated with investing in developed countries, including political and economic 
considerations, such as greater risks of expropriation and nationalization, confiscatory taxation, 
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the potential difficulty of repatriating funds, general social, political and economic instability and 
adverse diplomatic developments; the possibility of imposition of withholding or other taxes on 
dividends, interest, capital gain or other income; the small size of the securities markets in such 
countries and the low volume of trading, resulting in potential lack of liquidity and in price 
volatility; fluctuations in the rate of exchange between currencies and costs associated with 
currency conversion; and certain government policies that may restrict a Portfolio Manager's 
investment opportunities.  In addition, accounting and financial reporting standards that prevail 
in many such countries may not provide adequate information to investors.  There is also less 
regulation, generally, of the securities markets in emerging countries than there is in developed 
countries.  EACM does not expect that investments in Portfolio Funds that focus on emerging 
markets will be a significant part of the EACM Funds’ or separate custom accounts’ overall 
investment portfolios. 

 
Fixed-Income Securities.  Certain Portfolio Funds may invest in fixed-income 

securities.  The value of fixed-income securities in which Portfolio Funds 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 credit worthiness, political stability or soundness of 
economic policies.  Valuations of other fixed-income instruments, such as mortgage-backed 
securities, may fluctuate in response to changes in the economic environment that may affect 
future cash flows.  Except to the extent that values are independently affected by currency 
exchange rate fluctuations, when interest rates decline, the value of fixed-income securities 
generally can be expected to rise.  Conversely, when interest rates rise, the value of fixed-income 
securities generally can be expected to decline.  Portfolio Funds may invest in U.S. and non-U.S. 
issuers of fixed-income securities.  The Portfolio Funds may invest in both investment grade and 
non-investment grade debt securities, including "high-yield" or "junk bonds" and "distressed 
securities." 

 

ETF Risk. ETFs in which Portfolio Funds may invest involve certain inherent 
risks generally associated with investments in a portfolio of common stocks, including the risk 
that the general level of stock prices may decline, thereby adversely affecting the value of each 
unit of the ETF.  Moreover, an ETF may not fully replicate the performance of its benchmark 
index because of the temporary unavailability of certain index securities in the secondary market 
or discrepancies between the ETF and the index with respect to the weighting of securities or the 
number of stocks held. Investing in ETFs, which are investment companies, may involve 
duplication of advisory fees and certain other expenses.   

 
Currency Exposure of Portfolio Funds.  The Portfolio Funds may invest their 

assets in a currency other than their base currency or the base currency of an EACM Fund or 
separate custom account, or in instruments denominated in a currency other than their base 
currency or the base currency of an EACM Fund or separate custom account.  A Portfolio Fund 
may or may not seek to hedge all or any portion of its currency exposure.  To the extent 
unhedged, the value of a Portfolio Fund's assets will fluctuate with exchange rates as well as the 
price changes of its investments in the various local markets and currencies.  Thus, an increase in 
the value of the Portfolio Fund's base currency compared to the other currencies in which such 
Portfolio Fund makes its investments will reduce the effect of increases and magnify the effect of 
decreases in the prices of such Portfolio Fund's securities in their local markets.  Conversely, a 
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decrease in the value of the Portfolio Fund's base currency will have the opposite effect on a 
Portfolio Fund's non-base currency investments.   

 
Derivatives.  Derivatives are based on the performance of an underlying asset, 

index interest rate or other investment.  Derivatives may be volatile and involve various risks, 
depending upon the derivative and its function in a portfolio.  Portfolio Funds may purchase 
derivatives either to increase or to decrease the level of risk, or to change the types of risks to 
which the portfolio is exposed.  Swaps, options and other derivative instruments may be subject 
to various types of risks, including market risk, liquidity risk, the risk of non-performance by the 
counterparty, including risks relating to the financial soundness and creditworthiness of the 
counterparty, legal risk and operations risk. 

 
EACM Funds, separate custom accounts, and the Portfolio Funds may take advantage of 
opportunities with respect to certain other derivative instruments that are not currently 
contemplated for use by EACM Funds, separate custom accounts, or Portfolio Funds or that are 
currently not available, but that may be developed, to the extent such opportunities are both 
consistent with the investment objective of a particular EACM Fund, separate custom account, or 
the relevant Portfolio Funds and legally permissible for that EACM Fund or separate custom 
account or the relevant Portfolio Funds.  Special risks may apply to instruments that are invested 
in by EACM Funds or the Portfolio Funds in the future that cannot be determined at this time or 
until such instruments are developed or invested in by EACM Fund, separate custom account, or 
the Portfolio Funds. 

 
Call Options.  There are risks associated with the sale and purchase of call 

options.  The seller (writer) of a call option which is covered (e.g., the writer holds the 
underlying security) assumes the risk of a decline in the market price of the underlying security 
below the purchase price of the underlying security less the premium received, and gives up the 
opportunity for gain on the underlying security above the exercise price of the option.  The seller 
of an uncovered call option assumes the risk of a theoretically unlimited increase in the market 
price of the underlying security above the exercise price of the option.  The securities necessary 
to satisfy the exercise of the call option may be unavailable for purchase except at much higher 
prices.  Purchasing securities to satisfy the exercise of the call option can itself cause the price of 
the securities to rise further, sometimes by a significant amount, thereby exacerbating the loss.  
The buyer of a call option assumes the risk of losing its entire premium invested in the call 
option. 

 
Put Options.  There are risks associated with the sale and purchase of put options.  

The seller (writer) of a put option which is covered (e.g., the writer has a short position in the 
underlying security) assumes the risk of an increase in the market price of the underlying 
security above the sales price (in establishing the short position) of the underlying security plus 
the premium received, and gives up the opportunity for gain on the underlying security below the 
exercise price of the option. The seller of an uncovered put option assumes the risk of a decline 
in the market price of the underlying security below the exercise price of the option. The buyer 
of a put option assumes the risk of losing his entire premium invested in the put option.   
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Forward Contracts.  The Portfolio Funds may enter into forward contracts, which 
are not traded on exchanges and are generally not regulated.  There are no limitations on daily 
price moves of forward contracts.  Banks and other dealers with whom a Portfolio Fund may 
maintain accounts may require such Portfolio Fund to deposit margin with respect to such 
trading, although margin requirements are often minimal or non-existent.  A Portfolio Fund's 
counterparties are not required to continue to make markets in such contracts.  There have been 
periods during which certain counterparties have refused to continue to quote prices for forward 
contracts or have quoted prices with an unusually wide spread (the price at which the 
counterparty is prepared to buy and that at which it is prepared to sell).  Arrangements to trade 
forward contracts may be made with only one or a few counterparties, and liquidity problems 
therefore might be greater than if such arrangements were made with numerous counterparties.  
The imposition of credit controls by governmental authorities might limit such forward trading to 
less than that which would otherwise be optimal, to the possible detriment of an EACM Fund or 
separate custom account.   

 
Futures Contracts.  Futures positions may be illiquid because, for example, most 

U.S. commodity exchanges limit fluctuations in certain futures contract prices during a single 
day by regulations referred to as "daily price fluctuation limits" or "daily limits."  Once the price 
of a contract for a particular future has increased or decreased by an amount equal to the daily 
limit, positions in the future can neither be taken nor liquidated unless traders are willing to 
effect trades at or within the limit.  Futures contract prices on various commodities or financial 
instruments occasionally have moved the daily limit for several consecutive days with little or no 
trading.  Similar occurrences could prevent a Portfolio Fund from promptly liquidating 
unfavorable positions and subject such Portfolio Fund, and therefore an EACM Fund or separate 
custom account, to substantial losses.  In addition, Portfolio Funds may not be able to execute 
futures contract trades at favorable prices if trading volume in such contracts is low.  It is also 
possible that an exchange or a regulator such as the SEC or the U.S. Commodity Futures Trading 
Commission (“CFTC”) may suspend 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.  In addition, the CFTC and various exchanges impose speculative position 
limits on the number of positions that may be held in particular commodities.  Trading in 
commodity futures contracts and options are highly specialized activities that may entail greater 
than ordinary investment or trading risks.  Furthermore, low margin or premiums normally 
required in such trading may provide a large amount of leverage, and a relatively small change in 
the price of a security or contract can produce a disproportionately larger profit or loss.   

 
Swap Agreements.  EACM Funds, separate custom accounts, and the Portfolio 

Funds may enter into swap agreements.  Swap agreements can be individually negotiated and 
structured to include exposure to a variety of different types of investments or market factors.  
Depending on their structure, swap agreements may increase or decrease the Fund's and a 
Portfolio Fund's exposure to equity securities, long-term or short-term interest rates, foreign 
currency values, corporate borrowing rates, or other factors.  Swap agreements can take many 
different forms and are known by a variety of names. 

 
Depending on how they are used, swap agreements may increase or decrease the overall 
volatility of the Fund's or a Portfolio Fund's portfolio.  The most significant factor in the 
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performance of swap agreements is the change in the individual equity values, specific interest 
rate, currency or other factors that determine the amounts of payments due to and from the 
counterparties.  If a swap agreement calls for payments by an EACM Fund,  separate custom 
account, or a Portfolio Fund, the EACM Fund, separate custom account, or such Portfolio Fund 
must be prepared to make such payments when due. 

 
Counterparty Credit Risk.  Some of the markets in which the Portfolio Funds 

may affect their transactions are "over-the-counter" or "interdealer" markets.  The participants in 
such markets are typically not subject to credit evaluation and regulatory oversight as are 
members of "exchange-based" markets.  To the extent an EACM Fund, separate custom account, 
or a Portfolio Fund invests in swaps, derivative or synthetic instruments, or other 
over-the-counter transactions, on these markets, the EACM Fund, separate custom account, or 
such Portfolio Fund may take a credit risk with regard to parties with whom it trades and may 
also bear the risk of settlement default.  These risks may differ materially from those entailed in 
exchange-traded transactions, which generally are backed by clearing organization guarantees, 
daily marking-to-market and settlement, and segregation and minimum capital requirements 
applicable to intermediaries.  Transactions entered into directly between two counterparties 
generally do not benefit from such protections.  This exposes the EACM Fund or separate 
custom account, or a Portfolio Fund to the risk that a counterparty will not settle a transaction in 
accordance with its terms and conditions because of a dispute over the terms of the contract 
(whether or not bona fide) or because of a credit or liquidity problem, thus causing the Fund or a 
Portfolio Fund to suffer a loss.  Such "counterparty risk" is accentuated for contracts with longer 
maturities where events may intervene to prevent settlement, or where the EACM Fund, separate 
custom account, or a Portfolio Fund has concentrated its transactions with a single or small group 
of counterparties.  EACM Funds, separate custom accounts, and Portfolio Funds are not 
restricted from dealing with any particular counterparty or from concentrating any or all of their 
transactions with one counterparty.  The ability of EACM Funds, separate custom accounts, and 
Portfolio Funds to transact business with any one or number of counterparties, the lack of any 
independent evaluation of such counterparties' financial capabilities and the absence of a 
regulated market to facilitate settlement may increase the potential for losses by an EACM Fund 
or separate custom account. 

  
Counterparty Insolvency.  The Portfolio Funds' assets may be held in one or 

more accounts maintained for such Portfolio Funds by counterparties, including their prime 
brokers.  There is a risk that any of such counterparties could become insolvent.  The insolvency 
of a Portfolio Fund's counterparties is likely to impair the operational capabilities or the assets of 
such Portfolio Fund.  Although a Portfolio Fund may regularly monitor the financial condition of 
the counterparties it uses, if one or more of such Portfolio Fund's counterparties were to become 
insolvent or the subject of liquidation proceedings in the United States (either under the 
Securities Investor Protection Act or the United States Bankruptcy Code), there exists the risk 
that the recovery of such Portfolio Fund's securities and other assets from such prime broker or 
broker-dealer will be delayed or be of a value less than the value of the securities or assets 
originally entrusted to such prime broker or broker-dealer. 

 
In addition, a Portfolio Fund may use counterparties located in various jurisdictions outside the 
United States.  Such local counterparties are subject to various laws and regulations in various 
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jurisdictions that are designed to protect their customers in the event of their insolvency.  
However, the practical effect of these laws and their application to a Portfolio Fund's assets are 
subject to substantial limitations and uncertainties. Because of the large number of entities and 
jurisdictions involved and the range of possible factual scenarios involving the insolvency of 
counterparty, it is impossible to generalize about the effect of their insolvency on a Portfolio 
Fund and its assets.  Investors should assume that the insolvency of any counterparty would 
result in a loss to such Portfolio Fund, which could be material. 
 

 
Highly Volatile Markets.  The prices of commodities contracts and all derivative 

instruments, including futures and options, can be highly volatile.  Price movements of forward, 
futures and other derivative contracts in which an EACM Fund’s, separate custom account’s, or a 
Portfolio Fund's assets may be invested are influenced by, among other things, interest rates, 
changing supply and demand relationships, trade, fiscal, monetary and exchange control 
programs and policies of governments and national and international political and economic 
events and policies.  In addition, governments from time to time intervene, directly and by 
regulation, in certain markets, particularly those in currencies, financial instruments, futures and 
options.  Such intervention often is intended directly to influence prices and may, together with 
other factors, cause all of such markets to move rapidly in the same direction.  EACM Funds, 
separate custom accounts, and the Portfolio Funds also are subject to the risk of the failure of any 
exchanges on which its positions trade or of their clearinghouses.   

 
Illiquid Portfolio Investments.  Portfolio Funds may invest in securities that are 

subject to legal or other restrictions on transfer or for which no liquid market exists.  The market 
prices, if any, for such securities tend to be volatile and a Portfolio Fund may not be able to sell 
them when it desires to do so or to realize what it perceives to be their fair value in the event of a 
sale.  The sale of restricted and illiquid securities often requires more time and results in higher 
brokerage charges or dealer discounts and other selling expenses than does the sale of securities 
eligible for trading on national securities exchanges or in the over-the-counter markets.  
Restricted securities may sell at a price lower than similar securities that are not subject to 
restrictions on resale.   

 

ERISA Plan Assets Status of an EACM Fund.  The Firm anticipates that the 
assets of an EACM Fund (and therefore the Portfolio Funds) may, from time to time, be treated 
as "plan assets" within the meaning of Section 3 (42) of ERISA of those investors that are 
subject to the provisions of Title I of ERISA and/or the prohibited transaction provisions of 
Section 4975 of the U.S. Internal Revenue Code of 1986, as amended (the "Code").  In such 
event, and under certain circumstances, EACM and each Portfolio Manager would be treated as a 
fiduciary with respect to each such investor that is a Benefit Plan Investor.  In addition, in the 
event that the assets of an EACM Fund and/or separate custom account (and therefore the 
Portfolio Funds) were treated as "plan assets" for purpose of ERISA, ERISA may impose certain 
limitations on the operation of the EACM Fund and/or separate custom account and such 
Portfolio Funds.  Accordingly, ERISA could materially limit the activities of an EACM Fund 
and/or separate custom account and the Portfolio Funds, as applicable, and, as a result, Investors 
should expect that an EACM Fund and/or separate custom account and the Portfolio Funds, as 
applicable, will not be able to take advantage of certain investment opportunities, will have a 
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different portfolio and could have a lower rate of return than if it were not subject to ERISA.   
 
Cybersecurity Risk. In addition to the risks described above that primarily relate 

to the value of investments, there are various operational, systems, information security and 
related risks involved in investing, including but not limited to “cybersecurity” risk.  
Cybersecurity attacks include electronic and non-electronic attacks that include but are not 
limited to gaining unauthorized access to digital systems to obtain client and financial 
information, compromising the integrity of systems and client data (e.g., misappropriation of 
assets or sensitive information), or causing operational disruption through taking systems off-line 
(e.g., denial of service attacks).  As the use of technology has become more prevalent, we and the 
client accounts we manage have become potentially more susceptible to operational risks 
through cybersecurity attacks. These attacks in turn could cause us and client accounts (including 
funds) we manage to incur regulatory penalties, reputational damage, additional compliance 
costs associated with corrective measures, and/or financial loss.  Similar adverse consequences 
could result from cybersecurity incidents affecting issuers of securities in which we invest, 
counterparties with which we engage in transactions, third-party service providers (e.g., a client 
account’s custodian), governmental and other regulatory authorities, exchange and other 
financial market operators, banks, brokers, dealers and other financial institutions and other 
parties.  While cybersecurity risk management systems and business continuity plans have been 
developed and are designed to reduce the risks associated with these attacks, there are inherent 
limitations in any cybersecurity risk management system or business continuity plan, including 
the possibility that certain risks have not been identified.  Accordingly, there is no guarantee that 
such efforts will succeed, especially since we do not directly control the cybersecurity systems of 
issuers or third-party service providers. 

 

Additional Risks Associated with "Fund-of-Funds" Investment Programs 

 
Fee Structure.  In a “fund of funds”, investment management fees are charged to 

EACM Funds or separate custom accounts by both EACM and the Portfolio Managers.  EACM 
Funds may also be subject to additional charges such as custody, administrative and other 
operating expenses.  However, effective January 1, 2019 EACM has voluntarily waived its 
management and performance fees, but Portfolio Manager fees and expenses continue.   

 
Overlapping Investment Strategies.  The Portfolio Managers invest wholly 

independently of one another and may at times hold economically offsetting positions or cause 
an EACM Fund or separate custom account to be concentrated in certain positions.  To the extent 
that the Portfolio Managers do, in fact, hold economically offsetting positions, an EACM Fund 
or separate custom account, considered as a whole, cannot achieve any gain or loss despite 
incurring expenses.  If an EACM Fund or separate custom account are concentrated in a position, 
as a result of two or more Portfolio Managers holding the same positions, the risks associated 
with such investments will be magnified. 

 

Portfolio Funds' Compensation not Correlated to EACM Funds’ or separate 

custom accounts’ Overall Performance.  A Portfolio Manager will be compensated based on 
the performance of its Portfolio Fund.  Consequently, a particular Portfolio Manager may receive 
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incentive compensation in respect of its Portfolio Fund's performance during a period when 
EACM Funds’ or separate custom accounts’ overall capital depreciated.   

 
Dependence on EACM and Portfolio Managers.  EACM invests assets of 

EACM Funds or separate custom accounts through Portfolio Managers and Portfolio Funds.  The 
success of any EACM Fund or separate custom account depends upon the ability of EACM and 
the Portfolio Managers to develop and implement investment strategies that achieve each EACM 
Fund’s or separate custom account’s and the respective Portfolio Funds' investment objectives.  
Decisions made by EACM and/or the Portfolio Managers may cause the EACM Funds or 
separate custom accounts to incur losses or to miss profit opportunities on which they may 
otherwise have capitalized.   

 
Limited Diversification.  EACM Funds or separate custom accounts generally 

seek to diversify assets through investments with various Portfolio Managers and strategies.  
Such diversification may not be achieved as a result of insufficient investment opportunities or 
insufficient investable assets as a result of insufficient subscriptions or withdrawals by investors.  
In addition, although the diversification of EACM Funds or separate custom accounts’ 
investments (through Portfolio Funds) in a variety of securities and industries is intended to 
reduce EACM Funds’ or separate custom accounts’ exposure to adverse events associated with 
specific issuers or industries, the number of investments by the Portfolio Funds will be limited, 
and the portfolios of some Portfolio Funds may be highly concentrated in particular companies, 
industries or countries.  As a consequence, EACM Funds’ or separate custom accounts’ returns 
as a whole may be adversely affected by the unfavorable performance of even a single 
investment by a Portfolio Fund.  

 
The risk of limited diversification may be more significant as all client/investor 

accounts are liquidated. 
 
Dilution and Concentration.  In the case of Portfolio Funds that limit the amount 

of additional capital that they will accept from EACM, continued sales of Interests by an EACM 
Fund or separate custom account will dilute the participation of existing investors in such 
Portfolio Funds.  Conversely, withdrawals from an EACM Fund or separate custom account 
could lead to withdrawals from more liquid Portfolio Funds and consequently more 
concentration in certain Portfolio Funds within EACM Funds or separate custom accounts. 

 
The risk of increased portfolio concentration may be more significant as all 

client/investor accounts are liquidated. 
 
Correlation Risk.  Although the funds-of-funds strategy seeks to deliver returns 

that are not typically representative of the broad market by allocating its assets among various 
asset categories or investment strategies, there can be no guarantee that the performance of the 
underlying funds or the fund will have a low correlation to that of traditional asset classes under 
all market conditions.  

 
 Valuation and Performance Estimates.  EACM will have little ability to assess 

the accuracy of the valuations received from a Portfolio Manager.  Furthermore, the net asset 
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values received by EACM Funds or separate custom accounts from such Portfolio Managers will 
typically be estimates only, subject to revision through the end of each Portfolio Fund's annual 
audit.  Revisions to EACM Funds’ or separate custom accounts’ gain and loss calculations will 
be an ongoing process, and no appreciation or depreciation figure can be considered final until 
each EACM Fund’s or separate custom account’s annual audit is completed.   

 
Limited Liquidity; In-kind Distributions.  An investment in an EACM Fund or 

separate custom account provides limited liquidity, since withdrawal rights are limited and may 
be suspended in whole or in part under the circumstances described in the pooled investments 
vehicle’s offering documents.  Interests may not be pledged, assigned, hypothecated, sold, 
exchanged, transferred, conveyed or disposed of without the prior consent of EACM.  There can 
be no assurance that any Fund will have sufficient cash to satisfy withdrawal requests, or that it 
will be able to liquidate investments at the time such withdrawals are requested.  Liquidity of 
Interests is dependent on the liquidity of each Fund's investments in the Portfolio Funds.  In 
certain cases, a Portfolio Fund may suspend withdrawals when there exists a state of affairs 
where disposal of part or all of such Portfolio Fund's assets or the determination of its Net Asset 
Value are not reasonably practical or are significantly prejudicial to the non-withdrawing 
investors.  Although EACM Funds or separate custom accounts do not currently intend to make 
distributions in-kind, under certain circumstances, investors may receive in-kind distributions of 
interests in Portfolio Funds from EACM's portfolio.  Such investments so distributed may not be 
readily marketable or saleable and may have to be held by such investors for an indefinite period 
of time.  As a result, an investment in an EACM Fund or separate custom account is suitable 
only for sophisticated investors.  Any such in-kind distributions will not materially prejudice the 
interests of remaining investors.   

 
Delayed Schedules K-1.  It is unlikely that an EACM Fund in which taxable U.S. 

investors invest will be able to provide final Schedule K-1s to investors for any given fiscal year 
until after April 15 of the following year.  EACM will endeavor to provide such investors with 
estimates of the taxable income or loss allocated to their investment in an EACM Fund on or 
before such date, but final Schedules K-1 will not be available until completion of the EACM 
Fund's annual audit (which may be six months or more after year-end).  Investors may be 
required to obtain extensions of the filing date for their income tax returns at the Federal, state 
and local level. 

 
Side Letters.  EACM Funds may enter into side letters and other agreements and 

arrangements ("Side Letters") with certain investors or Portfolio Funds pursuant to which, 
among other things, an investor, or EACM Fund or separate custom account may have more 
frequent redemption rights, short notice periods or receive reports and have access to information 
regarding an EACM Fund's portfolio that might not be generally available to other Investors.  
Such investors may be able to base their investment decisions, including, without limitation, 
withdrawing their capital from an EACM Fund, on the information that is not generally available 
to other investors.    

 
Identity of Beneficial Ownership and Withholding on Certain Payments.  In 

order to avoid a U.S. withholding tax of 30% on certain payments (including payments of gross 
proceeds) made with respect to certain actual and deemed U.S. investments, certain EACM 
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Funds and any non-U.S. Portfolio Funds generally will be required to register with the Internal 
Revenue Service ( the “Service”) by June 30, 2014 (or by December 31, 2014, as  applicable to 
certain entities located in jurisdictions with Model 1 inter-governmental agreements), and agree 
to identify certain of their direct and indirect U.S. account holders (including debtholders and 
equityholders). 

   
A non-U.S. investor in an EACM Fund will generally be required to provide to the EACM Fund 
information which identifies its direct and indirect U.S. ownership.  Under  Inter Governmental 
Arrangements (“IGA”s), any such information provided to an EACM Fund may be shared with 
local government of the EACM Fund, unless such U.S. ownership is exempt from the reporting 
and withholding rules.  A non-U.S. investor that is a "foreign financial institution" within the 
meaning of Section 1471(d)(4) of the IRC will generally be required to register with the Service 
by June 30, 2014 (or such later date applicable to certain entities located in jurisdictions with 
Model 1 inter-governmental agreements), and agree to identify certain of its own direct and 
indirect U.S. account holders (including debtholders and equityholders).  A non-U.S. investor 
who fails to provide such information to an EACM Fund or register and agree to identify such 
account holders (as applicable) may be subject to the 30% withholding tax with respect to its 
share of any such payments attributable to actual and deemed U.S. investments of the EACM 
Fund, and the Board of Directors may take any action in relation to an investor's Shares or 
redemption proceeds to ensure that such withholding is economically borne by the relevant 
investor whose failure to provide the necessary information or comply with such requirements 
gave rise to the withholding.   

 
 

Item 9. Disciplinary Information 
 
From time to time, we and/or BNY Mellon may be involved in regulatory examinations or 
litigation that arise in the ordinary course of our business. At this time we are not aware of any 
regulatory matters or litigation that we believe would be material to an evaluation of our 
advisory business or integrity of our management.  
 

 

Item 10. Other Financial Industry Activities and Affiliations 

 
As previously noted, EACM is currently an indirect, wholly-owned subsidiary of BNY Mellon. 

 

BNY Mellon is a Global Financial Services Company 

 

BNY Mellon is a global financial services company providing a comprehensive array of 
financial services (including asset management, wealth management, asset servicing, clearing 
and execution services, issuer services and treasury services) through a world-wide client 
focused team that enables institutions and individuals to manage and service their financial 
assets.  BNY Mellon Investment Management is the umbrella designation for BNY Mellon’s 
affiliated investment management firms, wealth management business and global distribution 
companies and is responsible, through various subsidiaries, for U.S. and non-U.S. retail, 
intermediary and institutional distribution of investment management and related services.  
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We may enter into transactions with unaffiliated counterparties or third party service providers 
who then use affiliates of ours to execute such transactions.  Additionally, we may effect 
transactions in American Depositary Receipts (“ADRs”) or other securities and the involved 

issuers or their service providers may use affiliates for support services. Services provided by our 

affiliates to such unaffiliated counterparties, third party service providers and/or issuers may 
include, for example, clearance of trades, purchases or sales of securities  serving as depositary 
bank to issuers of ADRs, providing foreign exchange services in connection with dividends and 
other distributions from foreign issuers to owners of ADRs, or other transactions not 
contemplated by us.  Although one of our affiliates may receive compensation for engaging in 
these transactions and/or providing services, the decision to use or not use an affiliate of ours is 
made by the unaffiliated counterparty, third party service provider, or issuer.  Further, we will 
likely be unaware that the affiliate is being used to enter into such transaction or service. 
 
BNY Mellon and/or its other affiliates may gather data from us about our business operations, 
including information about holdings within client portfolios, which is required for regulatory 
filings to be made by us or BNY Mellon or other affiliates (e.g., reporting beneficial ownership 
of equity securities) or for other compliance, financial, legal or risk management purposes, 
pursuant to policies and procedures of EACM, BNY Mellon or other affiliates.  This data is 
deemed confidential and procedures are followed to ensure that any information is utilized solely 
for the purposes intended. 
 

BNY Mellon’s Status as a Bank Holding Company 

 

BNY Mellon and its direct and indirect subsidiaries, including us, are subject to certain U.S. 
banking laws, including the Bank Holding Company Act of 1956, as amended (the “BHCA”), to 
regulation and supervision by the Board of Governors of the Federal Reserve System (the 
“Federal Reserve”), and to the provisions of, and regulations under, the Dodd-Frank Wall Street 
Reform and Consumer Protection Act (the “Dodd-Frank Act”).  The BHCA and the Dodd-Frank 
Act (and other applicable banking laws, and their interpretation and administration by the 
appropriate regulatory agencies, including but not limited to the Federal Reserve) may restrict 
the transactions and relationships among BNY Mellon, its affiliates (including us) and our 
clients, and may restrict our investments, transactions and operations.  For example, the BHCA 
regulations applicable to BNY Mellon and us may, among other things, restrict our ability to 
make certain investments or the size of certain investments, impose a maximum holding period 
on some or all of our investments, and restrict our ability to participate in the management and 
operations of the companies in which we invest.  In addition, certain BHCA regulations may 
require aggregation of the positions owned, held or controlled by related entities.  Thus, in 
certain circumstances, positions held by BNY Mellon and its affiliates (including us) for client 
and proprietary accounts may need to be aggregated and may be subject to a limitation on the 
amount of a position that may be held.  These limitations may have an adverse effect on our 
ability to manage client investment portfolios.  For example, depending on the percentage of a 
company we and our affiliates (in the aggregate) control at any given time, the limits may: (1) 
restrict our ability to invest in a company for certain clients and/or (2) require us to sell certain 
client holdings of that company at a time when it may be undesirable to take such action.  
Additionally, BNY Mellon may in the future, in its sole discretion and without notice, engage in 
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activities impacting us in order to comply with the BHCA, Dodd-Frank Act  or other legal 
requirements applicable to (or reduce or eliminate the impact or applicability of any bank 
regulatory or other restrictions on) us and accounts managed by us and our affiliates. 
 
 

The Volcker Rule 

 

The Dodd-Frank Act includes provisions that have become known as the “Volcker Rule,” which 
restrict bank holding companies, such as BNY Mellon and its subsidiaries (including us) from (i) 
sponsoring or investing in a private equity fund, hedge fund or otherwise “covered fund”, with 
the exception, in some instances, of maintaining a de minimis investment, subject to certain other 
conditions and/or exceptions, (ii) engaging in proprietary trading, and (iii) entering into certain 
transactions involving conflicts of interest (e.g., extensions of credit). The final Volcker Rule 
was jointly adopted by a group of U.S. federal financial regulators in December 2013 and 
generally was required to be implemented by BNY Mellon no later than July 21, 2017.  
 
The Volcker Rule generally prohibits certain transactions involving an extension of credit 
between BNY Mellon and its affiliates, on the one hand, and “covered funds” managed by BNY 
Mellon and/or its affiliates (including us), on the other hand.  BNY Mellon affiliates provide 
securities clearance and settlement services to broker-dealers on a global basis.  The operational 
mechanics of the securities clearance and settlement process can result in an unintended intraday 
extension of credit between the securities clearance firm and a “covered fund.”  As a result, we 
may be restricted in executing transactions for certain funds through broker-dealers that utilize a 
BNY Mellon affiliate as their securities clearance firm.  Such restriction could prevent us from 
executing transactions through broker-dealers we would otherwise use in fulfilling our duty to 
seek best execution.    

 

Affiliated Service Providers 

 

In addition, to the extent permitted by law, placement agents and their respective affiliates may 
provide brokerage and certain other financial and securities services to us, our affiliates or 
related private funds.  Such services, if any, will be provided at competitive rates.  BNY Mellon 
is also affiliated with service providers, distributors and consultants that may provide services 
and may receive fees from BNY Mellon in connection with such services, which may incentivize 
such persons to distribute interests in a private fund or other BNY Mellon products.   
 
From time to time, EACM will use research services provided to it by "participating affiliates" 
(as such term is used in relief granted by the staff of the U.S. Securities and Exchange 
Commission ("SEC") in a series of no-action letters allowing a registered adviser to use portfolio 
management and research services and resources provided by an affiliate subject to the 
supervision of the registered adviser). EACM has entered into an agreement with BNY Mellon 
Investment Management EMEA Limited ("BNYM EMEA" or the "participating affiliate"). 
Certain personnel of the participating affiliate provide research services as affiliate associated 
persons of EACM. These services assist EACM in managing certain client accounts and are 
rendered subject to EACM’s supervision. EACM maintains investment discretion over client 
accounts. EACM and the participating affiliate will act in accordance with the series of SEC no- 
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action letters referred to above requiring the affiliated associated persons to be subject to the 
supervision of EACM and the SEC in the manner contemplated in such letters. Under the 
aforementioned agreement, EACM pays compensation to the participating affiliate for the 
services of the affiliate associated persons. 
 

Other Relationships 

 

In addition, BNY Mellon personnel, including certain of our employees, may have board, 
advisory, or other relationships with issuers, distributors, consultants and others that may have 
investments in a private fund and/or related funds or that may recommend investments in a 
private fund or distribute interests in a private fund.  To the extent permitted by applicable law, 
BNY Mellon and its affiliates, including us and our personnel, may make charitable 
contributions to institutions, including those that have relationships with investors or personnel 
of investors.  As a result of the relationships and arrangements described in this paragraph, 
placement agents, consultants, distributors and other parties may have conflicts associated with 
their promotion of a private fund, or other dealings with a private fund, that create incentives for 
them to promote a private fund. 
 
Some of our clients may retain consulting firms to assist them in selecting investment managers.  
Some consulting firms provide services to both those who hire investment managers and to 
investment management firms. We may pay to attend conferences sponsored by consulting firms 
and/or purchase or utilize services from consulting firms where we believe those services will be 
useful to us. However, our clients and prospective clients should be aware that consulting firms 
might have business relationships with investment management firms that they recommend to 
their clients. BNY Mellon maintains, a Code of Conduct that addresses these types of 
relationships and the potential conflicts of interest they may present.   
 
BNY Mellon, among several other leading investment management firms, has a minority equity 
interest in Luminex Trading and Analytics, LLC (“Luminex”), a registered broker-dealer under 
the Exchange Act, which was formed for the purpose of establishing and operating a “buy-side” 
owned and controlled electronic execution utility for trading securities (the “Alternative Trading 
System”).  Transactions for clients for which we serve as adviser or sub-adviser may be executed 
through the Alternative Trading System.  We and BNY Mellon disclaim that either is an affiliate 
of Luminex. 
 

Affiliated Broker-Dealers and Investment Advisers 

 

We are affiliated with a significant number of advisers and broker/dealers.  Please see our Form 
ADV, Part 1A - Schedule D, Section 7.A for a list of our affiliated advisers and broker-dealers. 
  
Several of our investment adviser affiliates have, collectively, a significant number of 
investment-related private funds for which a related person serves as sponsor, general partner or 
managing member (or equivalent), respectively.  Please refer to the Form ADV, Part 1A – 
Schedule D, Section 7.B for each of our affiliated investment advisers for information regarding 
such firm’s private funds (if applicable) and such firm’s Form ADV, Part 1A – Schedule D, 
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Section 7.A for information regarding related persons that serve in a sponsor, general partner or 
managing member capacity (if applicable). 

We may be prohibited or limited from effecting transactions for you because of rules in the 
marketplace, foreign laws or our own policies and procedures.  In certain cases, we may face 
further limitations because of aggregation issues due to our relationship with affiliated 
investment management firms.  Please also refer to Item 12, below, for a discussion of trade 

aggregation issues. 

 

Affiliated Banking Institutions 

 

BNY Mellon engages in trust and investment business through various banking institutions, 
including the Bank and BNY Mellon, National Association.  These affiliated banking institutions 
may provide certain services to us, such as recordkeeping, accounting, marketing services, and 
referrals of clients.  We may provide the affiliated banking institutions with sales and marketing 
materials regarding our investment management services that may be distributed under the name 
of certain marketing “umbrella designations” such as BNY Mellon, BNY Mellon Wealth 
Management, BNY Mellon IM, and BNY Mellon EMEA.   
 
We may provide certain investment advice to the Bank. We also may provide certain investment 
advisory services to certain Bank clients and separately managed accounts (including separately 
managed accounts for which the Bank acts as trustee, custodian, or investment manager).  
Certain of our employees may also be employees of the Bank.  In their capacity as employees of 
the Bank, our personnel provide discretionary investment advisory services to certain clients and 
also to certain collective investment funds of the Bank and we receive a fee for such services.  In 
addition, our primarily institutional, employee benefit and foundation clients, and our affiliated 
employee benefit plan may invest in certain collective investment funds of the Bank. 
 
 
Certain clients may have established custodial or sub-custodial arrangements with the Bank and 
other financial institutions that are affiliated with us.  Furthermore, the Bank and other financial 
institutions that are affiliated with us may provide services (such as trustee, custodial or 
administrative services) to issuers of securities.  Because of their affiliation with us, our ability to 
purchase securities of such issuers and to take advantage of certain market opportunities may be 
subject to certain restrictions and in some cases, prohibited.  

 

 

Item 11. Code of Ethics, Participation or Interest in Client Transactions, 

Personal Trading 

 
We have adopted a Code of Ethics that is made up of two parts: 

1. BNY Mellon Code of Conduct (the “BNY Mellon Code”); and  

2. BNY Mellon Personal Securities Trading Policy (the “PSTP”).   
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The BNY Mellon Code provides to employees the framework and sets the expectations for 
business conduct.  In addition, it clarifies our responsibilities to clients, suppliers, government 
officials, competitors and the communities we serve and outlines important legal and ethical 
issues.  Below are key principles of the BNY Mellon Code and an overview of areas covered by 
these principles: 
 

1. Respecting Others: Mutual respect and professional treatment; harassment-free 

environment; safety and security; and managers’ responsibilities. 

 

2. Avoiding Conflicts: Gifts and entertainment; outside employment and business dealings; 

outside service as a director, trustee, officer, investment committee member, partner or 

business owner of a for-profit business or a not-for-profit organization; ownership of an 

outside business; fiduciary appointments; personal investment decisions; dealing with 

family and close personal friends; and corporate opportunities.  

 

3. Conducting Business: fair competition and anti-trust; anti-corruption and improper 

payments; and combating financial crime and money laundering.  

 
4. Working With Governments: Know the restrictions or limitations on presenting and 

receiving hospitality; observe a higher standard of care; and cooperate with 

government investigations and audits. 

 

5. Protecting Company Assets: Financial integrity; additional standards for senior financial 

professionals; use of company assets; protecting client and employee records and 

observing our privacy principles; global records management program; use of computers, 

systems and corporate information; and inside or proprietary information; 

 

6. Supporting Our Communities: Political activities; investor and media relations; charitable 

contributions and corporate sponsorship; and participating in trade associations, 

conferences and speaking engagements. 

 

As a global financial institution, BNY Mellon and its subsidiaries (the “Company”) are subject to 
certain laws and/or regulations governing the personal trading of securities.  In order to ensure that 
all employees’ personal investments are conducted in compliance with the applicable rules and 
regulations and are free from conflicts of interest, the Company has established limitations on 
personal trading, as reflected in the PTSP. 

The PSTP sets forth procedures and limitations that govern the personal securities transactions of our 
employees in accounts held in their own names as well as accounts in which they have indirect 
ownership.  We, and our related persons and employees, may, under certain circumstances and 
consistent with the PSTP, purchase or sell for their own accounts securities that we also recommend 
to clients. 
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The PSTP imposes different requirements and limitations on employees based on the nature of their 
business activities for [Firm name].  Each of our employees is classified as one of the following: 

1. Investment Employee (“IE”): IE is an employee who, in the normal conduct of his/her 

job responsibilities, has access (or are likely to be perceived to have access) to nonpublic 

information regarding any advisory client’s purchase or sale of securities or nonpublic 

information regarding the portfolio holdings of any Proprietary Fund, is involved in 

making securities recommendations to advisory clients, or has access to such 

recommendations before they are public.   

2. Access Decision Maker (“ADM”): Generally, employees are considered to be ADM 

Employees if they are portfolio managers or research analysts and make or participate in 

recommendations or decisions regarding the purchase or sale of securities for mutual 

funds or managed accounts. Portfolio managers of broad-based index funds and traders 

are not typically classified as ADM Employees. 

3. Non-Classified Employee: Our employees are considered non-classified if they are not an 

IE or ADM. 

PSTP Overview: 

1. IEs and ADMs are subject to preclearance and personal securities reporting requirements, 

with respect to discretionary accounts in which they have direct or indirect ownership. 

 

2. Transaction reporting is not required for non-discretionary accounts, transactions in 

exempt securities or certain other transactions that are not deemed to present any 

potential conflicts of interest.  

 

3. Preclearance is not required for transactions involving certain exempt securities (such as 

open-end investment company securities that are not Proprietary Funds or money market 

funds and short-term instruments, non-financial commodities; transactions in non-

discretionary accounts (approved accounts over which the employee has no direct or 

indirect influence or control over the investment decision-making process); transactions 

done pursuant to automatic investment plans; and certain other transactions detailed in 

the PSTP which are either involuntary or deemed not to present any potential conflict of 

interest.   

 

4. We have a “Preclearance Compliance Officer” who maintains a “restricted list” of 

companies whose securities are subject to trading restrictions.  This list is used by the 

Preclearance Compliance Officer to determine whether or not to grant trading 

authorization. 

 

5. The acquisition of any securities in a private placement requires prior written approvals. 
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6. With respect to transactions involving BNY Mellon securities, all employees are also 

prohibited from engaging in short sales, purchases on margin, option transactions (other 

than employee option plans), and short-term trading (i.e., purchasing and selling, or 

selling and purchasing BNY Mellon securities within any 60 calendar day period).  

 

7. For IEs and ADMs, with respect to non-BNY Mellon securities, purchasing and selling, 

or selling and purchasing the same or equivalent security within 60 calendar days is 

discouraged, and any profits must be disgorged.  

 

8. No covered employee should knowingly participate in or facilitate late trading, market 

timing or any other activity with respect to any fund in violation of applicable law or the 

provisions of such fund’s disclosure documents.  

 

A copy of our Code of Ethics will be provided upon request. 
 

Interest in Client Transactions  

 
Note that while each of the following types of transactions present conflicts of interest for us, as 
described below, we manage our accounts consistent with applicable law, and we follow 
procedures that are reasonably designed to treat our clients fairly and to prevent any client or 
group of clients from being systematically favored or disadvantaged. 
 
Principal Transactions 
“Principal transactions” are generally defined as transactions where an adviser, acting as 
principal for its own account or the account of an affiliated broker-dealer, buys any security from 
or sells any security to any client.  A principal transaction may also be deemed to have occurred 
if a security is crossed between an affiliated EACM Fund and another client account.  We may 
engage in principal transactions subject to the consent requirements under the Advisers Act and 
as permitted under applicable law.  When we engage in a principal transaction, we may have an 
incentive to favor our own interests over the interests of our client.  All principal transactions 
must be approved in advance by the Firm’s Chief Compliance Officer. 
 
Cross Transactions 
 
From time to time securities to be sold on behalf of a client may be suitable for purchase by 
another client.  In such instances, if we determine in good faith that the transaction is in the best 
interest of each client, then we may arrange for the securities to be transferred between the client 
accounts at an independently determined fair market value (a “cross trade”). Cross trades present 
conflicts of interest, as there may be an incentive for us to favor one client to the cross trade over 
the other.  For example, if one client account pays performance fees to the Firm, while the other 
client account pays only asset-based fees, we would have a financial incentive to favor the 
performance fee paying account in the cross-trade.  However, note that cross trades are subject to 
Advisers Act restrictions, and will only be undertaken by us as permitted under applicable law.  
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We do not receive fees or commissions when making these trades.  All cross transactions must 
be approved in advance by the Firm’s Chief Compliance Officer. 
 
Transactions in Same Securities 
 
We or our affiliates may invest, directly or indirectly, in the same securities that we or our 
affiliates recommend to clients. When we or an affiliate currently holds for our own benefit the 
same securities as a client, we could be viewed as having a potential conflict of interest.  For 
example, we or our affiliate could be seen as harming the performance of the client’s account for 
our own benefit if we short-sell the securities in our own account while holding the same 
securities long in the client account, causing the market value of the securities to move lower.  
 
Interests in Recommended Securities/Products 
 
We or our affiliates may recommend securities to clients, or buy or sell securities for client 
accounts, at or about the same time that we or one of our affiliates buys or sells the same 
securities for the our (or the affiliate’s) own account. This practice may give rise to a variety of 
potential conflicts of interest, particularly with respect to aggregating, allocating and sequencing 
securities being purchased on both our (or its affiliate’s) behalf and our clients’ behalf. For 
example, we could have an incentive to cause a client or clients to participate in an offering 
because we desire to participate in the offering on our own behalf, and would otherwise be 
unable to meet the minimum purchase requirements. We could have an incentive to cause our 
clients to minimize their participation in an offering that has limited availability so that we do not 
have to share a proportionately greater amount of the offering to the client.  Allocations of 
aggregated trades might likewise raise a potential conflict of interest as we may have an 
incentive to allocate securities that are expected to increase in value to ourself. See Item 12 for a 
discussion of our brokerage and allocations practices and policies. Further, a potential conflict of 
interest could be viewed as arising if a transaction in our own account closely precedes a 
transaction in related securities in a client account, such as when a subsequent purchase by a 
client account increases the value of securities that were previously purchased for ourselves.   

 

On occasion, we may recommend the purchase or sale, or purchase or sell, securities that are 
issued by our parent company, BNY Mellon, or underwritten by its affiliate, BNY Mellon 
Capital Markets, LLC, for client accounts if such recommendation or purchase or sale is in 
accordance with the client’s guidelines and applicable law. In addition, we or a related person 
may recommend the purchase of securities in certain private funds which we manage and for 
which we may serve as sole director or managing member or collective investment funds 
maintained by the Bank (which are managed by EACM personnel in their roles as dual officers 
of the Bank and for which we receive a fee and the Bank may receive a custodial fee for custody 
services). EACM, its employees, and our related persons currently invest in certain private funds 
or collective funds that may also include client assets managed by us, and we and such related 
persons will receive proportional returns associated with our investment. Additionally, we may 
receive an investment management fee in our capacity as investment adviser or sub-adviser and 
related persons (including affiliated broker-dealers) may receive certain amounts associated with 
placement agent fees, custodial fees, administrative fees, loads, or sales charges. 
 



 

32 

Investments by Related Persons and Employees 
 
We and our existing and future employees, our board members, and our affiliates and their 
employees may from time to time invest in products managed by us.  We have developed 
policies and procedures to address conflicts of interest created by such investment.  We are part 
of a large diversified financial organization that includes banks and broker-dealers.  As a result, 
it is possible that a related person may, as principal, purchase securities or sell securities for itself 
that we also recommend to clients.  We do permit our employees to invest for their own account 
within the guidelines and restrictions of the Code of Ethics, as described above.  For more 
information, please see “Interests in Recommended Securities/Products” in this Item 11. 
 
Agency Transactions Involving Affiliated Brokers 
 

Neither we nor any of our officers or directors, acting as broker or agent, effects securities 
transactions for compensation for any client.  We are part of a large diversified financial 
organization that includes broker-dealers.  As a result, it is possible that a related person, other 
than our officers and directors, may, as agent, effect securities transactions for our clients for 
compensation.  Please also see Item 10 and Item 12 for additional information relating to affiliate 
arrangements and with regard to purchases of securities in an offering where an affiliate acts as 
underwriter or a member of the underwriting.  Please also see Schedule D, Section 7A of our 
Form ADV, Part 1A for a list of broker-dealers which are our affiliates. 

 

 

Item 12. Brokerage Practices 

 
Broker Selection: Generally, EACM utilizes a "fund-of-funds" or investment strategy and as 
such does not use brokers or have broker selection practices. 

 

Soft Dollars: We do not use or receive research or other products or services in connection with 
client transactions. 
 
Trade Allocation: EACM generally does not trade individual securities.  Rather, as applicable, 
EACM allocates and reallocates capital to Portfolio Managers who affect trades according to 
their strategy.  It is EACM’s policy to allocate investments with Portfolio Managers and in 
Portfolio Funds among clients in a fair and equitable manner.  EACM achieves this by first 
determining relevant investments and then determining eligible clients for which the trade is 
appropriate, given their investment objectives, practices and restrictions.  For each client for 
whom it is deemed appropriate, EACM will consider cash available from flows and or possible 
withdrawals.  

 
Once the set of eligible clients has been defined, the trade will be allocated equitably across the 
group.  If there are no liquidity restrictions or a sufficient amount of capacity is available, this 
will usually occur in the form of an approximately pro rata distribution.  If liquidity is restricted 
or a limited amount of capacity is available, EACM may choose to rotate such trades equitably 
among its clients. 
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Variables which may result in EACM varying from a pro rata allocation, or which it may 
consider in selecting the order of rotation, include whether a certain allocation would result in a 
position size exceeding the maximum desired, whether the allocation would have a meaningful 
investment impact on a portfolio, the relative position size with a particular manager among 
various clients and the timing of the receipt of any previous allocations. 
 
Best Execution: Best execution has been defined by the SEC as the “execution of securities 
transactions for clients in such a manner that the client’s total cost or proceeds in each 
transaction is the most favorable under the circumstances.” The best execution responsibility 
applies to the circumstances of each particular transaction and an investment adviser must 

consider the full range and quality of a broker‐dealer’s services, including, among other things, 
execution capability, commission rates, the value of any research, financial responsibility and 
responsiveness. Though EACM generally does not trade individual securities, EACM does 
periodically place foreign exchange (“FX”) trades for hedging purposes with Fund or separate 
account custodians. Generally, FX quotes are compared to Bloomberg for reasonableness.   

 

 

Item 13. Review of Accounts  
 
While EACM executes the liquidation process, all remaining EACM Funds and separate custom 
accounts are subject to continuing oversight.   
 
EACM has in place an Investment & Product Committee as well as Risk and Compliance 
Committee comprising key Compliance, Risk Management, and Fund Administration officers 
which meets as needed, to formally review the liquidation process and requirements prior to 
implementation, as well as review significant events, errors, conflicts, or other material 
developments.  Concerns are resolved or escalated accordingly, and material events are reported 
promptly to clients.  As part of its compliance regime, BNY Mellon also requires a monthly 
reporting of significant events or violations from all subsidiaries.   
 
Each of the investors in an EACM Fund or separate custom account receives capital statements 
from the account’s third party administrator, where applicable.  Each of the investors will also 
receive annual audited financial statements of the EACM Fund or separate custom account as 
required. 
 

 

Item 14. Client Referrals and Other Compensation 
 

As part of the wind down process, EACM no longer solicits or accepts new clients/investors 
and/or additional investment by exiting clients/investors.   
 
 

 

Item 15. Custody 
 

Rule 206(4)-2 under the Advisers Act (the “Custody Rule”) defines “custody” to include a 
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situation in which an adviser or a related person holds, directly or indirectly, client funds or 
securities or has any authority to obtain possession of them, in connection with advisory services 
provided by the adviser.   
 
For purposes of the Custody Rule, we may be deemed to have “custody” of certain client assets 
because:  

• we have the ability to deduct fees from client custodial accounts 

• client funds or securities are held by The Bank of New York Mellon  (a related person of 
EACM), and 

• we serve as general partner (or similar capacity) of EACM Funds organized as limited 
partnerships.    

 
Generally, an adviser that is deemed to have custody of a client’s funds or securities, among 
other things, is required to arrange for an annual independent verification of such funds or 
securities in accordance with the Custody Rule (the “Surprise Exam Requirement”).  However, 
the Custody Rule contains certain exceptions from the Surprise Exam Requirement. EACM will 
rely on the following exceptions: 

1. Ability to Deduct Fees: advisers deemed to have custody of client assets solely because 
of their ability to deduct fees from client accounts are not subject to the Surprise Exam 
Requirement.  

2. Related Person & Operational Independence:  advisers deemed to have custody of client 
assets solely because a related person holds client assets will not be subject to the 
Surprise Exam Requirement, provided the adviser and the related person are 
“operationally independent.”   

3. Pooled Investment Vehicles: advisers deemed to have custody of the assets of clients 
formed as pooled investment vehicles will not be subject to the Surprise Exam 
Requirement, provided the pool has audited financial statements that are prepared in 
accordance with generally accepted accounting principles and such statements are 
distributed to investors in the pool within 120 days (or 180 days for funds of funds) at the 
end of the fiscal year.   

 
EACM Fund Investors:  You will receive from the EACM Fund’s administrator or qualified 
custodian an account statement, at least quarterly, identifying the amount invested in the Fund at 
the end of the period and showing all transactions reflecting your interests in the Fund during the 
period.  Please review these statements carefully.  Generally, you will not receive account 
statements separately from us. 
 
Separate Custom Accounts: You will receive statements and other documents from your 
administrator or qualified custodian depending on your contract.  Please review these statements 
carefully.  You are strongly urged to compare any account reporting you receive from us with 
those that you receive from your qualified custodian.  
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We do not maintain physical possession of client assets held in separate custom accounts. 
Typically each of our clients independently selects a custodian with whom it contracts directly.  
Our authority to instruct the client’s custodian is limited to that granted by the client to us in each 
respective investment management agreement. 
 
 

Item 16. Investment Discretion 
 

We typically accept discretionary investment authority over client assets, and clients must grant 
this discretionary authority to us in writing via a contract, power of attorney, and/or through an 
appointment to become the investment adviser of a private fund.  In all cases, however, such 
discretion is to be exercised in a manner consistent with the stated investment objectives and 
guidelines for the particular client account. 
 
Clients must deliver their investment guidelines and restrictions to us in writing, and we will 
adhere to such guidelines and restrictions when making investment decisions. 

 

 

Item 17. Voting Client Securities 
 
The Securities and Exchange Commission (the "SEC") adopted Rule 206(4)-6, which requires 
registered investment advisers that exercise voting authority over client securities to implement 
proxy voting policies effective August 6, 2003. In compliance with such rules, EACM has 
adopted proxy voting policies and procedures (the "Policies"). The general policy is to vote 
proxy proposals, amendments, consents or resolutions (collectively, "proxies") relating to 
investments in Portfolio Funds and/or separate accounts of securities managed by third party 
investment advisers in a manner that serves the best interest of the EACM Fund/separate 
account, as determined by EACM in its discretion, taking into account the following factors: (i) 
the impact on the value of the returns; (ii) the attraction of additional capital; (iii) the alignment 
of the interests of the Portfolio Fund's or separate account’s management with the interest of the  
beneficial owners, including establishing appropriate incentives for such management; (iv) the 
costs associated with the proxy; (v) the impact on redemption or withdrawal rights; (vi) the 
continued or increased availability of portfolio information; and (vii) industry and business 
practices. The policies also address how the adviser will vote proxies with regard to specific 
matters, such as voting rights, termination or liquidation of a Portfolio Fund or separate account, 
approval of Board members or advisors and other issues. In the situations where a client account 
owns an interest in a Portfolio Fund, the respective Portfolio Manager votes the proxies for that 
fund's underlying securities. 
 
We will furnish a copy of our Proxy Voting Policy to each client upon request.  
 

Item 18. Financial Information 

 
In certain circumstances, registered investment advisers are required to provide you with 
financial information or disclosures about their financial condition in this Item.  EACM has no 
financial commitment that impairs its ability to meet contractual and fiduciary commitments to 
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clients and has never been the subject of a bankruptcy proceeding. 

 


