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JANA Master Fund, Ltd. 

Performance Update – December 2013 
Fourth Quarter and Year in Review 

              
JANA applies a fundamental value discipline to identify long and short investment opportunities in equity and credit 
securities that have specific catalysts to unlock value.  In certain cases, JANA can be the instrument for value 
creation by taking an activist position. 
 
 
PERFORMANCE UPDATE 
                    From Inception 
           (April 2001) 

2013 Fourth Quarter Oct Nov Dec Q4 2013 YTD 2013 Total Return   Annualized             
JANA Master Fund 0.9%  1.0% 3.3% 5.3% 20.4% 434.8% 14.1% 
S&P 500 Total Return Index    4.6%    3.1% 2.5%   10.5%    32.4%     104.8% 5.8% 

 
Performance is quoted net of all fees and expenses for JANA Partners, L.P., the original feeder entity. 

 Results for 2013 are preliminary and unaudited.  Net returns among feeders may differ.  
      

 
The equity markets ended 2013 on a high note in what was an extraordinary year for the major U.S. 
equity averages.  Volatility was muted all year long, with the exception of a brief period around the taper 
induced drawdown in June.  Equity multiples expanded consistently as the bond market sold off and 
investors reacted favorably to decent corporate earnings, economic stability in Europe and accelerating 
growth in the US against a backdrop of continued accommodative Fed and BOJ policy.  In the fourth 
quarter, the budget agreement in Washington and the market’s acceptance of Fed tapering led to S&P 500 
returns of 10.5%. 
 
Our funds finished the year strong, delivering returns that met our expectations for our business plan and 
strategy.  A year ago we wrote that we believed 2013 would present an attractive opportunity set for 
JANA’s brand of shareholder activism and value + catalyst investing, and the returns we delivered in the 
fourth quarter and throughout the year were derived from focus on our core strengths.  The biggest 
contributors to performance for the year were value + catalyst names that we purchased at attractive levels 
and that appreciated in the wake of idiosyncratic events.  Topping that list are Groupon (GRPN), Energy 
Transfer Equity (ETE) and Liberty Ventures (LVNTA).  We also initiated and executed five successful, 
profitable activist positions in 2013:  Ashland (ASH), Oil States (OIS), Safeway (SWY), QEP Resources 
(QEP) and Outerwall (OUTR), which in aggregate contributed meaningfully to our overall results.  
 
While we anticipated a favorable market backdrop for our strategy and portfolios, never did we expect the 
magnitude of this year’s bull-run.  Looking back, we can see now that we under-sized some large winners 
as we waited for lower prices to add that never came; we exited too early from some positions that ended 
up over shooting our price targets in such a robust year for the averages; and in a target rich environment 
for activism, we passed on some potential activist situations that were on our radar screens, but moved 
away from us as the managements either took matters into their own hands to drive the returns we 
expected before we arrived on the scene, or reacted to pressure from others. 
 
Looking forward, we enter 2014 with a high conviction portfolio, an energized and enthusiastic team, an 
investor base broadened and deepened by the successful business development efforts of our client 
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advisory group, strengthened processes around our core functions of research, trading, risk management 
and portfolio construction, and a continued positive outlook for our brand of activism and value + catalyst 
investing.  While no one can expect that 2014 will deliver the kind of overall equity market returns that 
were seen in 2013, we are nevertheless constructive on the backdrop and believe that all of the conditions 
for successful execution of our business plan remain in place:  we continue to find new attractive value + 
catalyst opportunities, and in fact have added several new names to our top ten positions in the fourth 
quarter, to be discussed below; U.S. GDP will likely continue to expand in 2014 as the economy faces 
less fiscal headwinds in the coming year; the policy environment remains accommodative at the Fed; the 
M&A market is off to a good start and perhaps can gather momentum throughout the year; managements, 
boards and institutional shareholders are increasingly responsive to shareholder engagement, as Barry 
noted in a recent FT op-ed found here; and we are seeing early evidence of a potentially more attractive 
environment for short selling as some momentum names take a breather and over-valued stocks are 
reacting as we would expect to bad news (going down, not up!). 
 
 
PERFORMANCE ATTRIBUTION 
 

4th Quarter 2013 (Manager’s estimates) Oct Nov Dec   Q4 2013 YTD 2013 
Gross performance – Longs 2.2% 1.9% 4.4% 8.7% 39.0% 
Gross performance – Shorts   (1.0%)   (0.5%) (0.2%) (1.7%) (8.1%) 
Gross performance – Total 1.2% 1.4% 4.2% 6.9% 28.2% 

 
Avg. long exposure 94.8% 98.0% 108.8% 100.5% 96.7% 
Avg. short exposure  23.9% 30.5% 30.4% 28.3% 31.0% 
Avg. net exposure 70.9% 67.5% 78.4% 72.3% 65.7% 
Avg. beta-adjusted net exposure 64.5% 60.1% 75.9% 66.8% 65.1% 

  
 

Full Year 2013 (Manager’s estimates) Q1   Q2 Q3 Q4 Full Year 
Gross performance – Longs 11.5% 6.5% 7.7% 8.7% 39.0% 
Gross performance – Shorts (3.0%) (1.0%) (2.6%) (1.7%) (8.1%) 
Gross performance – Total 8.2% 5.5% 5.0%  6.9% 28.2% 

 
Avg. long exposure 99.4% 97.1% 89.9% 100.5% 96.7% 
Avg. short exposure  34.1% 33.2% 28.5% 28.3% 31.0% 
Avg. net exposure 65.4% 63.9% 61.4% 72.3% 65.7% 
Avg. beta-adjusted net exposure 66.3% 69.6% 57.8% 66.8% 65.1% 

 
*Exposures for quarter and YTD time periods reflect average exposures.    Please refer to the Important Disclosure Information section at the end 
of this letter for additional disclosures. 
 
Gross and net exposures increased during the quarter as the portfolio hedges we put in place in the third 
quarter to protect against a budget and debt ceiling drawdown rolled off, and as we identified and sized up 
several new long opportunities late in the year.  The top ten positions at year end equated to 50% of 
capital – in line with our objectives and reflective of our convictions. 
 
Gross long attribution in the quarter was driven by value + catalyst and activist positions.  For the year, 
gross long performance handily outperformed the S&P 500. On a leverage-adjusted basis, the longs 
generated roughly 530 bps of alpha.  The bulk of this attribution came from our value + catalyst positions, 
which equated to about 75% of our capital on average during the year.  The returns on capital here were 
exceptional, exceeding our base case expectations.  Activism was an important contributor to 
performance, and returns on capital increased as the year progressed but in aggregate were below our 

https://www.janapartners.com/FT-Skipping_the_pointless_company%20versus%20activist_battle.pdf
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expectations, weighed down primarily by Agrium (AGU), which we have now exited completely. 
Looking back on this investment, we believe our thesis regarding the need for change was confirmed in 
large part by the positive steps that followed our involvement, including improvements to the company’s 
capital allocation policy, disclosure, compensation structure, and cost management, all of which 
significantly benefitted shareholders, and by the board’s addition of two new directors intended to address 
the lack of relevant industry expertise that we identified.  We also believe that the need for an honest 
review of Agrium’s corporate structure has been confirmed by the negative impact of recent industry 
headwinds facing its wholesale business, which have dragged down its overall valuation including its 
already undervalued retail business, an outcome which could have been avoided.  Even in light of the 
company’s poor recent performance, however, the company and even many shareholders still appear to 
prefer a “more stable” combined company with a lower valuation than two independent companies with a 
significantly higher combined value.  We have therefore moved on rather than fighting an intransigent 
board and management team again this year. 
 
The short portfolio detracted from performance in the quarter, but delivered over 100 bps of alpha, which 
was our best showing of the year on that important metric, but was not enough to tip the scales in terms of 
generating alpha for the year.  Short performance benefited from a sharp correction in the stock of a 
women’s athletic apparel company, one of our largest short positions, and a top 15 contributor to overall 
quarterly performance.  We would like to believe that the improved fourth quarter short performance is 
attributable to our efforts to improve our processes, and that it augurs well for 2014. 
 
 
PORTFOLIO HIGHLIGHTS  
 

• Energy Transfer Equity, L.P. (ETE) – ETE was the largest contributor to fourth quarter 
performance and the second largest contributor to performance for the year.  We initiated our 
position in the fourth quarter of 2012 and first discussed the investment in the 2013 first quarter 
letter.  At the time we described ETE as a value + catalyst position, trading at a substantial 
discount to other large diversified midstream general partners, with many opportunities to drive 
growth that were unappreciated by the market, and with an owner-operator, Kelcy Warren, in the 
driver’s seat who we believed would clean up the balance sheet, re-ignite the growth rate, and 
capitalize on the latent misunderstood option value of the company’s Lake Charles LNG Export 
opportunity, acquired from Southern Union (SUG).  During 2013, ETE management did 
everything we anticipated, and more, driving unit price returns of 88% for 2013 and making ETE 
the top performing large cap general partnership for the year.  The step function appreciation of 
ETE in the fourth quarter was ignited by the announcement by ETE management at the company 
investor day in November of the expected contract terms and financial profile of the Lake Charles 
project.  When we first purchased ETE we ascribed $10-20 of option value for Lake Charles, 
contingent on project financing and commercial details, that at the time we could only estimate.  
In November, management laid out a plan for Lake Charles to generate free cash flow to the ETE 
unit holders of $900 million upon full completion in 2021.  On an undiscounted basis, at current 
peer multiples for these assets, Lake Charles is worth about $55 per unit.  Sell side analysts, who 
at the time we purchased ETE did not ascribe any value to Lake Charles, if they even knew it 
existed as a potential project, now ascribe $25-30 of per share value to the project.  In the first 
half of 2014 we look forward to several catalysts to continue to drive unit price appreciation, 
including:  an IPO of a new LNG MLP controlled by ETE to raise equity capital for Lake Charles 
and that will put a market marker on the value of the project; continued accretive M&A at the 
daughter MLPs (Regency Energy Partners (RGP), Energy Transfer Partners (ETP) and Sunoco 
Logistics Partners (SXL)); the completion of a recently announced $1 billion unit repurchase at 
ETE; and estimated distribution growth CAGR at ETE of 15% for the next 5+ years. 
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• Liberty Ventures (LVNTA) – LVNTA was the second largest contributor to performance in the 

fourth quarter and a top five contributor to performance for the year.  We acquired our initial 
stake in LVNTA in the third quarter of 2012 when it was spun out of Liberty Interactive (LINTA) 
and first described the position in our fourth quarter letter of that year.  At the time we believed 
that LVNTA was trading at a discount to NAV with underlying positions in Trip Advisor (TRIP) 
and Expedia (EXPE) that we believed were attractive assets with good growth prospects, and we 
looked forward in 2013 to a number of potential catalysts with respect to potential monetization 
of LVNTA’s stakes in either or both.  In October, Liberty announced their intention to separate 
LVNTA’s ownership of TRIP into a new equity, LTRPA, which will hold LVNTA’s controlling 
stake in TRIP plus BuySeasons and $350 million of net debt.  LVNTA shares have appreciated 
subsequent to the announcement as investors have come to recognize that this transaction is most 
likely the precursor to an eventual tax free combination of LTRPA with TRIP, which if it does 
occur will likely offer a premium to LTRPA shareholders given LVNTA’s voting control of 
TRIP.  This year we anticipate that potential event and believe that the remaining LVNTA assets, 
pro-forma for a potential combination of LTRPA and TRIP, continue to trade at a substantial 
discount to NAV and therefore significant upside appreciation potential in this position remains. 
 

• Endo Health Solutions Inc. (ENDP) – ENDP was the third largest contributor to performance in 
the quarter and a top 15 contributor for the year.  We first identified ENDP and added it to our 
“JANA Universe” of potentially interesting names to follow in January of 2013.  We took closer 
notice in March of 2013 with the hiring of new CEO Rajiv De Silva, a former executive of 
Valeant Pharmaceutical (VRX).  During the summer we studied Mr. De Silva’s background and 
his incentive compensation package and in September, after visiting with him and hearing first 
hand his vision for ENDP, we initiated a position.  Prior to joining ENDP as CEO, Rajiv spent 
four years at VRX where he oversaw the sourcing and integration of some $13 billion of 
acquisitions.  It is Rajiv’s vision to apply the VRX playbook to ENDP.  He demonstrated his 
conviction and commitment by purchasing $7 million of ENDP stock upon joining and then 
announced a new strategic plan to grow shareholder value through cost cutting, disposition of 
non-core assets, and the active pursuit of acquisition targets that could leverage ENDP’s 
infrastructure and grow earnings and cash flow per share.  We wish every CEO we invested 
behind had as much conviction and skin in the game as Rajiv.  In hindsight, the fact of Rajiv’s 
hiring, his large personal investment in the stock of the company and the strategic plans he 
announced should have been a flashing beacon and large siren calling us to buy as much ENDP 
as we could.  But we also saw potential downside in the form of a legacy lawsuit around the 
company’s vaginal mesh business that we needed time to fully diligence.  We are glad we 
finished our diligence and initiated our position when we did.  In November, ENDP announced 
the acquisition of Palladin Labs (PLB CN), a transaction that will allow ENDP to invert into a 
more favorable tax jurisdiction.  An OUS domicile makes business sense for the combined 
company’s ambitions to grow into overseas markets and also significantly lowers ENDP’s future 
cost of capital, thus advantaging it as an acquirer for its large pipeline of M&A opportunities.  
Looking into 2014 and beyond we see a robust opportunity set of acquisition candidates and 
expect continued M&A to increase the per share value of ENDP. 
 
In fact, we have come to recognize from studying ENDP that certain executives in the 
pharmaceuticals business have adopted the same shareholder value creation strategy that has 
worked so successfully in other stable, cash flow generative industries like media and the 
midstream pipelines.  These entrepreneurial pharma management teams are using ample low cost 
debt financing to acquire stable cash flows, leveraging their infrastructure to cut costs, driving 
cash flow growth and balance sheet deleveraging, and thus re-charging the balance sheet for the 
next acquisition.  When combined with a low corporate tax rate that decreases cash outflows and 
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lowers the cost of capital, the virtuous cycle is enhanced and the underlying free cash flow per 
share growth is accelerated.  As we have seen in our successful media and midstream 
investments, shareholders partnered with the right management teams pursuing this strategy can 
be very handsomely rewarded. 

 
• Mallinckrodt PLC (MNK) – MNK is another holding that fits the over-arching pharma 

transformation thesis described above.  As we discussed in last quarter’s letter, MNK was our 
largest commitment in the third quarter, and it was a top ten contributor to fourth quarter 
performance.  If we combine it with ENDP, as the largest positions in our “pharma 
transformation basket,” the combined MNK/ENDP would have been a top 10 contributor for all 
of 2013.  Since we last discussed MNK, management has announced their willingness to exit the 
imaging business (a step we would be highly supportive of), thus becoming a pure play pharma 
company, and they have suggested at a recent industry conference that they have $2 billion of 
capacity for M&A and have identified several actionable targets.  The FDA recently approved a 
new MNK compound, to be known as PENNSAID 2%, and we expect FDA approval later this 
quarter of XARTEMIS XR (previously known as MNK-795).  Endowed with a favorable Irish 
tax rate, MNK has an equity cost of capital advantage as an acquirer; looked at another way, one 
could also imagine that MNK itself is on the target lists of potential suitors who would covet its 
tax jurisdiction and favorable business prospects. 
 

Activist Position Round-up. 
 

• Ashland Inc. (ASH) – ASH announced that Stephen Kirk joined the board of directors on 
November 18th.  Steve is a candidate that JANA introduced to ASH and whose background as 
the former COO Lubrizol (a significant supplier to ASH) we believe will be valuable in the 
boardroom.  Management announced that the sale of the water division is on track for the first 
quarter of 2014, the proceeds from which will be committed to share repurchases.  CEO Jim 
O’Brien has also committed to review the entire portfolio of assets beyond the sale of the water 
business.  Earnings expectations for 2014 have been conservatively based after a difficult year for 
the Special Ingredients segment in 2013.  We await further details of the corporate review but 
currently believe that shareholders would be rewarded in the event of a Valvoline spin-off. 
 

• Oil States International Inc. (OIS) – The Form 10 for OIS was filed in December and the 
separation of the Accommodations unit is on track for first half 2014.  CFO Bradley Dodson has 
been named as the CEO for the Accommodations unit.  As we expected, earnings for the 
Accommodations unit have been pressured by weakness in the Australian coal mining sector, but 
room count growth in Canada will drive constant currency EBITDA growth in 2014 of 3% for the 
division.  We believe the stability and growth prospects of the Accommodations unit are still 
misunderstood by investors and a sum of the parts discount will persist until the separation 
occurs.  An investor day to be scheduled prior to the separation could be an important event to 
attract new shareholders to the Accommodations business.  The remaining oil field services 
business may become an attractive acquisition candidate. 
 

• Outerwall Inc. (OUTR) – We filed a 13D on October 4th and in our discussions with management 
we have recommended that they wind down the new ventures investment program, cut costs, 
lever the balance sheet and return capital to shareholders.  A series of poor capital allocation 
decisions led to a loss of confidence in management that combined with the unclear long term 
growth prospects for Redbox provided an opportunity to acquire our position at 6x our estimate 
of free cash flow.  We believe the Coinstar business is stable; the tail in Redbox is longer than 
bears want to admit; and the ecoATM business has the potential to develop into an exciting 
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growth leg.  On the third quarter call, management embraced JANA’s recommendations and the 
stock has responded favorably.  We now await details on the cost cutting plan and to see use of 
the balance sheet to accelerate share repurchases. 
   

• Safeway Inc. (SWY) – We discussed the SWY thesis in detail in our third quarter letter.  With the 
announcement on October 10th that the company would review its underperforming geographies, 
CEO Robert Edwards has shown his commitment to review our ideas for shareholder value 
creation.  There are several more opportunities available to him that we believe will continue to 
unlock value, including: the separation of Blackhawk Network Holdings (HAWK), exiting non-
core markets including the monetization of the Mexican Casa Ley asset, and continued share 
repurchases. 
 

• QEP Resources Inc. (QEP) – In December management announced their intention to separate 
the Field Services business through a merger, sale or tax free spin.  We believe there are 
numerous interested parties in various potential transactions and that the separation will unlock 
value for shareholders as the embedded valuation of Field Services within QEP is well below 
midstream peers.  Immediately on the heels of this exciting announcement, management 
announced a $950 million acquisition of about 26,500 net acres in the Permian basin in order to 
address a perceived oil “inventory” problem that CEO Chuck Stanley avers is the cause of the 
persistent valuation discount in QEP’s shares.  We were dismayed by the acquisition 
announcement, made at a lofty price in a competitive auction, in a basin where QEP has no 
operations or proven track record.  Valuations of E&P companies are driven by returns on 
invested capital, not arbitrary metrics like years of drilling inventory.  That is why QEP’s market 
capitalization dropped by about $720 million following the acquisition announcement.  We used 
the pull back to substantially increase our position.  There are easy remedies to get QEP back on 
track and to address the capital allocation and execution issues that have become obvious 
problems over the last several quarters, and we believe shareholders would be highly receptive to 
a change in direction. 
 

New Positions. 
 

• Equinix Inc. (EQIX) – EQIX is the market leader in low latency, network dense co-location data 
centers.  We have been following EQIX as a member of our “JANA Universe” for the last couple 
of years, and we have waited patiently for an opportunity to buy at an attractive price. We started 
building our position late in the second quarter and continued to purchase the shares in the third 
and fourth quarters. We believe there is a wide moat around the specialized services that EQIX 
provides, even though over-capacity in the lower value added wholesale segment of the data 
center market has pressured the revenue growth rate and has completely altered investor 
perception of the quality of EQIX’s franchise.  We take comfort in the fact that 95% of revenue is 
recurring monthly, and churn is less than 10% per year.  EQIX has not had a down quarter year 
over year in the last seven years in terms of revenue or OIBDA.  In fact, both revenue and 
OIBDA have grown in excess of 10% every year.  Profitability is robust: OIBDA margins are 
45% and FCF margins are 25%.  Overall returns on invested capital are still low, a result of the 
heavy investment in growth; but four wall returns are compelling, we estimate at 25%+ after tax, 
and we pencil incremental returns on capital to be greater than 15%.  CEO Steve Smith and CFO 
Keith Taylor have been together at the company for six years and have managed through a similar 
period of a slowdown in growth in the third quarter of 2010.  Then, as now, investor confidence 
was shattered by the slowdown, and to capitalize on the misplaced pessimism, then as now, 
management announced a share repurchase program.  In 2010 the repurchase announcement 
turned out to be the absolute bottom as the stock went on to triple over the next three years.  
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While we have great hopes for EQIX, we do not expect a similar outcome this time around, but at 
the current valuation of 12x our estimate of FCF (adjusted for growth capex) for 2014, we believe 
even a modest acceleration in growth trends will be amplified dramatically in the stock price.  We 
also expect that EQIX will be granted a PLR by the IRS to convert to a REIT, which will yield 
substantial tax savings.   
 

• Juniper Networks, Inc. (JNPR) – JNPR is a leading provider of telecom network infrastructure 
products and services.  It was one of our largest new commitments in the fourth quarter, and we 
are now one of the largest shareholders.  We were attracted to JNPR’s undemanding valuation, 
the tailwind of a favorable telecom spending cycle on required network upgrades, a frustrated 
shareholder base and the potential for a change of perspective and sense of urgency from new 
CEO Shaygan Kheradpir.  We have engaged with the company on the multiple avenues we see to 
unlock shareholder value.  The most obvious is a glaring cost opportunity.  We estimate as much 
as $300 million of potential savings ($0.40 to EPS) that could reverse the trend of declining 
margins despite increasing revenues.  Meaningful growth in R&D spend to a level of revenues 
much greater than peers has had no demonstrated benefit to earnings or returns on capital, and the 
elaborate expense of JNPR’s new Sunnyvale, CA campus is as good an illustration as any of the 
opportunity for greater cost consciousness.  The current product line up is unfocused and dilutes 
the effectiveness of marketing and sales support by diverting resources to peripheral product 
offerings. Rationalizing products through business line divestitures would help restore focus.  
Segment profitability is not properly tracked or measured by a newly instituted reporting 
framework that leaves 30% of revenues unallocated.  The balance sheet is over-capitalized, even 
by Silicon Valley standards, with $3 billion of net cash, or $6 per share (30% of the market cap at 
our cost). A large capital return program should be an immediate priority, and coupled with the 
introduction of a meaningful dividend, would help address concerns about capital allocation.  
Management compensation is misaligned with shareholder returns; incentives should be recast to 
map against returns on capital and total shareholder return, rather than the nebulous objectives 
that have led to an unfocused product line up, a lazy balance sheet and share price 
underperformance.  We believe the board would benefit from the addition of new directors with a 
fresh perspective.  

 
• Airbus Group NV (AIR FP) – Last year at this time we built a position in Boeing (BA), as the 

market’s misunderstanding of the 787 battery issue created an attractive entry point.  Boeing went 
on to become one of our most successful investments in 2013.  This year we believe Airbus is the 
superior opportunity within aerospace.  When we compare Airbus today to Boeing at the time of 
our initial investment we see that Airbus has a bigger backlog, less exposure to the defense end 
market, greater balance sheet cash per share and at our respective entry points, was offered at a 
lower multiple of free cash flow (normalized for temporary new model launch costs).  We like the 
global aerospace cycle and the wide moat around the Airbus business.  Just as BA’s stock was 
revalued in 2013 with the resolution of the 787 battery crisis, the acceleration of deliveries, 
expanding margins and the return of capital to shareholders, we see numerous events in 2014 that 
will serve to unlock value in AIR’s shares.  The French and German governments have fully 
relinquished their board control, relieving CEO Tom Enders to run the business for the benefit of 
the owners.  He has committed to a significant cost reduction program and is targeting operating 
margins of 10%, in line with BA’s and a long way from AIR’s current 6% margins.  The A350, 
Airbus’s response to the Boeing 787, is progressing toward regulatory approval, with test flights 
successfully accomplished on the timeline management expected so far.  To be sure, there could 
well be hiccups along the way, but at a recent investor day, management outlined expectations for 
2015 earnings, excluding losses from the A350 launch, of €5.50 per share.  At BA’s current 
multiple, this would equate to an AIR FP share price of €95 as compared to the €57 where it is 
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currently quoted.  We believe that as management executes and the A350 gets closer to launch, 
the multiple of AIR will expand.  Another catalyst is the €10 per share of net cash on the balance 
sheet, which may be prudent to hold as insurance against A350 cost over-runs, but will grossly 
exceed necessary cash at the time of the launch if the A350 program remains on track.  
 

• Cameron International Corp. (CAM) – Cameron is a market leading provider of fluid control 
products to the energy sector.  Despite record backlog and revenues, Cameron consistently 
missed earnings expectations last year.   After the third quarter earnings miss in October, we 
made CAM one of our largest commitments, and we are currently one of the largest shareholders.  
We believe Cameron’s problems are self-inflicted, temporary and remediable.  Expansion of a 
key facility in Berwick, LA to meet growth in demand for blowout preventers did not come on 
line as expected, forcing CAM to job out work and pressuring margins.  The manager in charge 
of that business unit has left the company; the senior leadership is laser focused on the issue; and 
the expansion is scheduled to be operational in the middle of this year.  Management 
demonstrated their conviction in the outlook for the business and their belief that the stock is 
trading below intrinsic value when they repurchased more than $750 million of stock at $55 per 
share in the first ten weeks of the fourth quarter and then increased the repurchase authorization 
to $1.0 billion and raised $750 million in financing to fund it.  Management has also begun to 
take steps to rationalize CAM’s portfolio through the sale of non-core assets, starting with the 
recently announced sale of its reciprocating compression business to GE, with proceeds 
committed to additional share repurchases.  We believe there remains still more portfolio pruning 
to be done and that asset sales, balance sheet capacity and future free cash flow provide 
considerable powder for even more share repurchases.  As 2014 progresses we forecast a 
recovery in margins, and the reduced expectations for 2014 set up the possibility of management 
beating the consensus rather than consistently missing.  We look out and see the potential for a 
more focused, stronger Cameron with normalized earnings power north of $5.00 per share.  We 
believe that once confidence is restored in CAM, the stock should trade at a premium multiple to 
oil field services peers, considering Cameron’s significant subsea exposure and large percentage 
of recurring, high-margin aftermarket earnings.   

 
 
ORGANIZATIONAL UPDATE   
 
Capital Base Update.  Two years ago, we believed JANA Partners and Nirvana were under-capitalized 
when compared to the value + catalyst and activist opportunity set and the capabilities of our team.  We 
embarked on an effort to broaden and deepen our investor base and are pleased with the number of 
important new relationships we have developed among a diverse group of institutional partners.  Taking 
into consideration our current capitalization and the pipeline of subscriptions we anticipate in the first 
quarter, we intend to close the Nirvana funds on or around April 1st of this year.  We will provide more 
information at that time.  At some point in the future, depending on the opportunity set, we may close 
JANA Partners as well. 
 
Audits.  The 2013 audits are underway.  Last year, we distributed K-1s around mid-March and we expect 
to meet an equivalent timetable this year. 
 
Citco Transparency Reporting.  As a reminder, investors can access the Citco Administrator 
Transparency Report via our administrator’s website, www.CitcoOnLine.com.  This quarterly reporting 
provides third-party independent information on asset existence confirmation, pricing verification, 
counterparty breakdown and ASC 820 classification.   
 

http://www.citcoonline.com/
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Website.  Updated materials, such as our investor presentation, risk reports, due diligence questionnaire 
and archived quarterly letters, are available on our website: www.JANAPartners.com.  Investors may 
apply for a password on the site.   
 
Please note that the Firm’s Form ADV is available upon request. 
 
 
CONCLUSION 
 
2013 was an exciting and rewarding year for our partners and the members of our team.  We are grateful 
for the trust and commitment of our partners without whom we could not come together to do what we 
love in our roles here at JANA.  We wish everyone a happy, healthy and prosperous 2014.    
 
 

JANA Partners LLC 
 
 
 
 
 
 
 
 
 
 
 
Addendum  
JANA Nirvana Fund Performance Update  
 
 
Important Disclosure Information:  This letter should not be relied upon in making an investment decision.  Month-to-date and 
quarter-to-date performance figures, exposure and asset figures are estimates.  Results for 2013 are estimated.  Except where 
noted, performance is quoted net of all Class A fees and expenses.  Past performance is not a predictor of future results.  
Attribution and exposure figures are for JANA Master Fund, Ltd.  All investments involve risk including the potential loss of all 
principal invested.  2009 performance figures reflect a reduced incentive allocation/fee.  Performance figures for 2001 (partial 
year), 2002 and 2003 are based on unaudited results.  The audited figures for such periods differ slightly and in all instances are 
higher.  Individual investors’ experience may vary depending on, among other things, the following factors: the timing of 
subscriptions and redemptions; differing fee structures; and differing tax treatment.  Beta-adjusted net exposure is calculated by 
summing the delta-adjusted market value of our equity-linked positions multiplied by the 6 month trailing daily beta to the S&P 
500 Total Return Index for domestic positions, or the most relevant country index for non-US positions.  Subjective measures 
(Manager’s estimates) are used for non-equity positions.   
 
The specific securities discussed herein do not represent all of the securities purchased or sold during the quarter, should not be 
considered a recommendation or solicitation to buy, sell or transact in such securities, and it should not be assumed that 
investments in such securities were or will be profitable.  There is no assurance that any securities discussed herein remain in the 
Fund at the time you receive this or that securities sold have not been repurchased.   
 
The S&P 500 Total Return Index is a broad-based, float-cap weighted measurement of the average performance of 500 widely 
held industrial, utility, transportation and financial companies in the U.S. equity market.  The Index is unmanaged, with no fees, 
expenses or taxes.  It is not possible to invest directly in an unmanaged index.  The performance results have been compared to 
the Index.  For various reasons, the Index may not be an appropriate benchmark for comparison to the Fund.   
 
This letter is confidential, may not be distributed without our express written consent, and does not constitute an offer to sell or 
the solicitation of an offer to purchase any security or investment product.  All opinions expressed herein are as of the date of this 
letter and are subject to change. 

http://www.janapartners.com/
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JANA Nirvana Fund 

Performance Update – December 2013 
Fourth Quarter and Year in Review 

                                                                                                                                                              
JANA applies a fundamental value discipline to identify long and short investment opportunities in equity and credit 
securities that have specific catalysts to unlock value.  In certain cases, JANA can be the instrument for value 
creation by taking an activist position.  Nirvana is a more concentrated version of the JANA Partners portfolio. 
 
 
PERFORMANCE UPDATE 
                       From Inception 
              (April 2007) 

2013 Fourth Quarter Oct Nov Dec Q4 YTD Total Return   Annualized             
JANA Nirvana Fund, L.P. 1.1% 1.5% 5.1% 7.8% 31.8% 132.1%         13.3% 
JANA Nirvana Offshore Fund, Ltd. 1.1% 1.5% 5.1% 7.8% 31.4% 128.6%         13.0% 
S&P 500 Total Return Index  4.6% 3.1% 2.5%   10.5%     32.4% 50.8%         6.3% 

 
Performance is quoted net of all fees and expenses.  Results for 2013 are preliminary and unaudited. 

      
  
The JANA Nirvana Fund (“Nirvana”) was launched in April 2007 to co-invest in select ideas of JANA 
Master Fund (“JANA”) in a more concentrated manner.  This update is meant to be read in conjunction 
with the quarterly letter of JANA, since the two funds have substantial overlap.  It should also be read 
together with the latest monthly Nirvana Risk Report, which provides quantitative data on portfolio 
exposures. 
 
Nirvana generally invests in select ideas of JANA in a more concentrated manner.  The number of 
positions is kept smaller, while the average position size is typically 1.5 times or greater than that of 
JANA (depending upon liquidity).  As always, please note that Nirvana’s more concentrated style may 
lead to more volatile returns.  Furthermore, Nirvana at times may run at higher long and net exposure 
levels as compared to JANA.  The Nirvana strategy begins 2014 with about $3.9 B in capital. 
 
 
PERFORMANCE ATTRIBUTION 
  

4th Quarter 2013 (Manager’s estimates) Oct Nov Dec Q4 2013 YTD 2013 
Gross performance – Longs 2.9% 2.8% 6.7% 12.9% 60.5% 
Gross performance – Shorts   (1.4%)   (0.8%) (0.4%) (2.6%) (11.5%) 
Gross performance – Total 1.5% 2.0% 6.3% 10.1% 43.1% 

 
Avg. long exposure 138.2% 145.5% 142.2% 141.9% 134.3% 
Avg. short exposure  35.9% 45.9% 39.0% 40.2% 45.0% 
Avg. net exposure 102.3% 99.6% 103.2% 101.7% 89.4% 
Avg. beta-adjusted net exposure 93.5% 89.0% 101.0% 94.5% 89.1% 
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Full Year 2013 (Manager’s estimates) Q1   Q2 Q3 Q4 Full Year 
Gross performance – Longs 16.0% 9.8%   11.7% 12.9% 60.5% 
Gross performance – Shorts (4.1%) (1.4%) (4.0%) (2.6%) (11.5%) 
Gross performance – Total 11.9% 8.3% 7.6%  10.1% 43.1% 

 
Avg. long exposure 139.0% 129.4% 126.9% 141.9% 134.3% 
Avg. short exposure  50.4% 47.1% 42.2% 40.2% 45.0% 
Avg. net exposure 88.7% 82.3% 84.8% 101.7% 89.4% 
Avg. beta-adjusted net exposure 89.9% 91.5% 80.4% 94.5% 89.1% 

 
* Exposures for quarter and YTD time periods reflect average exposures.    Please refer to the Important Disclosure Information section at the end 
of this letter for additional disclosures. 
 
 
COMMENTARY 
  
Nirvana had a solid Q4 to finish out a strong year.  The primary driver of the portfolio for the quarter as 
well as the entire year was the long book, which continued to be driven by idiosyncratic events from both 
our value + catalyst and activist names.  On a leverage-adjusted basis, the longs generated roughly 1,321 
bps of alpha during 2013.  Like JANA, the bulk of this attribution came from our value + catalyst 
positions, which for Nirvana equated to about 105% of our capital on average during the year.  
 
Although the short side of the portfolio detracted during the quarter, it delivered over 160 bps of alpha 
during the period.  This was the best quarter of the year with respect to this key metric; however, we fell 
short in our goal of generating alpha for the entire year.  
 
Similar to JANA, gross and net exposures for Nirvana increased during the quarter versus the prior 
quarter, primarily as a result of the roll-off of hedges that were in place to protect against the budget and 
debt ceiling drawdown.   
 
In accordance with its distinct mandate, we continue to work hard to ensure that Nirvana remains 
differentiated from JANA at all exposure levels.  This is evident by our concentration and exposure 
metrics.  Risk reports for the quarter show that the top 10 long positions averaged about 71% during the 
fourth quarter.  This compares to an average of approximately 50% for JANA during the same period.   
 
Please see the preceding JANA letter for further details regarding the quarter, our current investment 
outlook and some of the key portfolio positions. 
 
 
CONCLUSION 
 
JANA and Nirvana together allow us to better capitalize on the current compelling opportunity set in 
shareholder activism, and we are proud of the Nirvana’s strong growth during 2013.  Given our laser-like 
focus on performance, we believe that the closure plans discussed earlier will allow us to maintain that 
focus. 
 
Although Nirvana’s more concentrated manner may lead to more volatile returns, we do believe over a 
full market cycle that this characteristic of Nirvana will reward patient investors.  As always, we continue 
to work diligently to ensure that Nirvana remains a differentiated product for those clients able and 
willing to tolerate potentially greater volatility.  
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Thank you to our investors for your continued support of Nirvana and as always, we hope that this update 
finds you in good health and spirits. 
 
 

JANA Partners LLC 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Important Disclosure Information:  This letter should not be relied upon in making an investment decision.  Attribution and 
exposure figures are for JANA Nirvana Master Fund, L.P.  Month-to-date and quarter-to-date performance figures, exposure 
and asset figures are estimates.  Except where noted, performance is quoted net of all Class A fees and expenses.  Results for 
2013 are estimated.  Past performance is not a predictor of future results.  2009 performance figures reflect a reduced incentive 
allocation/fee.  Individual investors’ experience may vary depending on, among other things, the following factors: the timing of 
subscriptions and redemptions; differing fee structures; and differing tax treatment.  All investments involve risk including the 
potential loss of all principal invested.  Beta-adjusted net exposure is calculated by summing the delta-adjusted market value of 
our equity-linked positions multiplied by the 6 month trailing daily beta to the S&P 500 Total Return Index for domestic 
positions, or the most relevant country index for non-US positions.  Subjective measures (Manager’s estimates) are used for non-
equity positions.   
 
The specific securities discussed herein do not represent all of the securities purchased or sold during the quarter, should not be 
considered a recommendation or solicitation to buy, sell or transact in such securities, and it should not be assumed that 
investments in such securities were or will be profitable.  There is no assurance that any securities discussed herein remain in the 
Fund at the time you receive this or that securities sold have not been repurchased.  
 
The S&P 500 Total Return Index is a broad-based, float-cap weighted measurement of the average performance of 500 widely-
held industrial, utility, transportation and financial companies in the U.S. equity market.  The Index is unmanaged, with no fees, 
expenses or taxes.  It is not possible to invest directly in an unmanaged index.  The performance results have been compared to 
the Index.  For various reasons, the Index may not be an appropriate benchmark for comparison to the Fund.   
 
This letter is confidential, may not be distributed without our express written consent and does not constitute an offer to sell or 
the solicitation of an offer to purchase any security or investment product  All opinions expressed herein are as of the date of this 
letter and are subject to change. 


