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The lucky suits who sit on the boards of directors of America’s corporations have a 
pretty sweet gig.

For attending just a few meetings per year, these directors can pull in six-figure salaries 
plus lucrative stock options.

In exchange for these generous compensation packages, these people are meant to 
do just one thing… protect the interests of the shareholders who are paying them.

Sadly, a sickening number of corporate boards fail to fulfill their roles as shareholder 
advocates. Instead, many of these boards act only to enrich themselves and top man-
agement, at the expense of shareholders.

Take, for example, what transpired at Chesapeake Energy, where the entire board of 
directors were lapdogs to the founding CEO, Aubrey McClendon. McClendon hand-
picked Chesapeake’s board members and filled their bank accounts with compensation. 

The Chesapeake story is one in which a CEO with no board oversight turned what 
was then the nation’s largest natural gas producer into his own personal piggybank.

Everyone else got rich except the people who actually owned the company —  
the shareholders.

Here are a few of Aubrey McClendon’s unbelievable excesses that Chesapeake’s 
board of directors turned a blind eye to and, in some cases, formally approved of:1

•  15,000 hours of McClendon’s personal work was performed by Chesapeake’s 
accountants, engineers and supervisors in 2010 alone

•  While acting as Chesapeake’s CEO, McClendon was allowed to also run a 
$200 million private hedge fund that traded in oil and gas commodities, a 
massive conflict of interest

•  McClendon rang up thousands of miles of personal flights on Chesapeake- 
leased planes

•  Chesapeake spent $36 million on a sponsorship of the Oklahoma Thunder, 
where McClendon was a 19% owner

•  McClendon was granted a 2.5% personal interest in all of Chesapeake’s wells, 
against which he borrowed over $1 billion personally
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•  The company paid McClendon $12.5 million for his personal antique map collection so that he would have 
enough cash to meet a personal margin call.

You can’t make this stuff up. How could anyone justify a natural gas producer spending $12.5 million on antique 
maps? The dollar amounts are massive. Any one of these instances is clearly inappropriate — all together, they are 
hard to comprehend.

What transpired at Chesapeake was an absolutely unconscionable level of personal greed and board of director neg-
ligence and malfeasance. It was a pattern of behavior that took place at Chesapeake dating back to the early 1990s. 
Behavior that could have gone on indefinitely but didn’t… thanks to one man.

In 2012, a legendary shareholder activist took a position in the shares of Chesapeake and intervened on the behalf of share-
holders.2 It was the kind of action he has done many times before during an investing career that has spanned decades.

This month, we will partner with this shareholder activist with our Contract Income Alert bond selection. By doing so, 
we will aid him in his efforts to clean up the excesses that exist inside Corporate America. 

Our reward will be receiving nearly a 5% plus contractually obligated income stream for ourselves.

Carl Icahn has built a net worth of $16.6 billion by 
shaking up the underperforming boardrooms of Corpo-
rate America.3 It is a dirty job, but someone has to do it.

Unsurprisingly, the disastrous board of Chesapeake 
Energy became one of his targets.

In 2012, Icahn revealed that he had spent $785 million 
to acquire almost an 8%interest in Chesapeake Energy.4 
His message in a letter addressed to Chesapeake’s board 
of directors was that it was time for a major change:

The basic function of a board is to oversee management 
and to hold it accountable. We believe the board has 
failed this duty in a dramatic fashion.

Icahn led a shareholder revolt that resulted in Chesapeake’s incumbent directors being replaced with new directors 
appointed directly by shareholders. Shortly thereafter, that new board of directors pushed the greedy CEO McClendon 
out of the company.

Icahn brought in justice for Chesapeake shareholders.

Companies like Chesapeake that are run by directors who have forgotten that their duty is to protect the interests of 
the shareholders create an opportunity for Icahn.

Time and again over the course of his career, he has been able to take an ownership position in a company alongside 
shareholders and act as an agent for positive change. Icahn profits alongside shareholders by creating action that 
drives a company’s share price higher.
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Unlike many of the people running America’s corporations, Icahn’s objectives are aligned with shareholders’. Unsurprisingly, 
having those objectives aligned produces good results for everyone involved.

In his company’s annual report, Icahn describes his investment process as using a classic Graham and Dodd value- 
investing approach that seeks to identify companies selling for less than their intrinsic value.5

Usually, that undervaluation is directly caused by the questionable way the company is being run.

However, unlike a traditional value investor, Icahn isn’t willing to passively wait for the market to re-price the under-
valued companies he owns. Instead, he becomes actively involved and takes action to create value realization.

Over time, Icahn’s activist approach has resulted in very strong returns.

Our Interest Payments Are Protected by a Diversified Portfolio
The bonds we are going to own will be those issued by Carl Icahn’s company Icahn Enterprises. This is the corporate 
vehicle through which he takes his activist investment positions in other companies.

As owners of Icahn Enterprises bonds, we are effectively lending this legendary investor cash that he will use to fund 
his activist investing positions.

As lenders, we can take great comfort in the fact that Icahn Enterprises generates its cash flow from an extremely 
diversified group of businesses. That means Icahn Enterprises is a business that is going to have a much more stable 
base of cash flows than a typical company that conducts business in just one industry.

Icahn Enterprises subsidiaries are involved in many different unrelated industries, including investment, automotive, 
energy, railcar, gaming, metals, mining, food packaging, 
real estate and home fashion. 

But that isn’t all.  

Icahn Enterprises also has significant noncontrolling  
interests in other publicly traded companies. Icahn Enter-
prises doesn’t receive the cash flows that these businesses 
generate; instead, he owns shares in these companies like 
you or I would.

Those portfolio investments include blue chip companies 
that we all know, including American International 
Group., Cheniere Energy, Freeport-McMoRan, Navistar 
International and PayPal. 

It will be the operating subsidiaries that provide the cash 
flows that Icahn Enterprises will use to make our contrac-
tually scheduled interest payments.

Icahn’s Activist Recipe For Success

Source: Icahn Enterprises

Icahn Enterprises Widely Diversified Cash Flow Streams
Adjusted EBITDA Attributable to Ican Enterprises

*$ in millions Source: Icahn Enterprises 

Investment

Automotive

Energy

Metals

Railcar

Gaming

Mining

Food Packaging

Real Estate

Home Fashion

Holding Company

Total

2014

($162)

$502

$415

($15)

$269

$66

–

$47

$46

$5

($155)

$1,018

2015

($500)

$531

$436

($29)

$318

$96

($6)

$43

$45

$6

($10)

$930

2016

($528)

$685

$156

($15)

$379

$73

$1

$40

$41

($1)

($1)

$830

2017

$85

753

$173

$3

$347

$74

$17

$41

$40

($6)

($1)

$1,526

FYE December 31 LTM June 30
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Over the past several years, those businesses have generated roughly $1 billion of EBITDA (earnings before interest, taxes, 
depreciation and amortization). EBITDA is essentially Icahn Enterprises’ cash flow from operations before interest payments.

Note in the table on the previous page that the last 12 months have been exceptionally strong for Icahn Enterprises, 
with EBITDA coming in at $1.5 billion. We clearly have a business here that generates a reliable and diversified cash 
flow stream.

A Balance Sheet Loaded With Cash and Investments 
While it is majority-controlled businesses that Icahn Enterprises owns that provide the cash flow to fund the interest 
payments on our bonds, it is also the company’s balance sheet that plays a big part in making us really comfortable 
owning bonds.

As at the end of June 30, 2017, Icahn Enterprises’ balance sheet showed the company held almost $2.4 billion in cash, 
which puts the company in an extremely liquid position. That is good.

On top of that, Icahn Enterprises’ balance sheet also had $9.3 billion of marketable securities. That includes the list of 
blue chip investments I referred to earlier.

Combined, the cash and marketable securities that Icahn 
Enterprises holds exceed the total amount of debt the 
company carries. That means if Icahn Enterprises wanted 
to, the company could sell its marketable securities and 
retire all of its outstanding debt.

That is music to a bondholder’s ears!

Icahn Enterprises isn’t the only American corporation 
that has loads of liquidity on its balance sheet today. 
According to Carl Icahn himself, Corporate America 
is positively hoarding cash, which is creating a major 
opportunity for him as an activist investor.

Icahn thinks these cash-rich companies can signifi-
cantly increase their earnings per share by deploying 
their cash on accretive acquisitions, taking advantage 
of meaningful synergies.

Before these companies can do that, though, a few 
roadblocks may need to be removed. That is where 
Icahn can help.

Standing between such intelligent value-enhancing transactions (again, according to Icahn) are entrenched CEOs 
and boards of directors of underachieving companies unwilling to sell their companies and give up their cushy com-
pensation packages.

This would be precisely the type of situation where Icahn can unleash his brand of activist investing and act as a positive 
catalyst for change. As an activist shareholder, Icahn can step in and remove the obstacles that prevent a company 
from being sold to an acquirer and thereby realizing value for shareholders (including Icahn Enterprises).

He has done this successfully many times before and will do so many times in the future.

How Does Icahn Enterprises Stand up to Our C.A.S.H. System?
We evaluate each of our high-yield bond opportunities by looking at four key metrics that affect the company’s ability 
to pay us back. If a company doesn’t measure up to any of these metrics, we take a pass.

Assets

Cash and equivalents

Cash held at consolidated affiliated partnerships & restricted cash

Investments

Accounts receivable, net

Inventories, net

Property, plant and equipment, net

Goodwill and intangible assets, net

Other assets

 Total Assets

Liabilities and Equity

Accounts payable, accrued expenses & other liabilities

Securities sold, not yet purchased, at fair value

Due to Brokers

Post-employment benefit liability

Debt

 Total liabilities

Equity attributable to Icahn Enterprises

Equity attributable to non-controlling interests

 Total equity

 Total liabilities and equity

Consolidated

$2,389

$1,019

$9,302

$1,757

$3,142

$9,610

$2,231

$3,107

 $43,557

$7,127

$1,729

$676

$1,210

$11,285

 $22,027

$4,231

$6,299

 $10,530

$32,557

Icahn Enterprises Loaded With Liquid Assets

Source: Icahn Enterprises
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Let’s take a quick look at how Icahn Enterprises stacks up…

Cash
Our first concern is how much actual cash the company has on hand.

Icahn Enterprises has $2.4 billion of cash, putting it in a very liquid position. But that hardly tells the entire story.

On top of that, Icahn Enterprises owns more than $9 billion of marketable securities that can be readily sold if need-
ed. Typically these are only sold once Icahn’s activist efforts have driven the share price to his desired target but they 
could realistically be sold at any point to raise cash.

Assets 
A firm’s assets give us more information on its ability to repay debt.

Generally, when we look at the assets of a company that we own the bonds of, we are talking about the assets that are 
being used to generate cash flows. That could be oil and gas properties, key patent rights or buildings that generate rent.

Icahn Enterprises has both those kinds of assets that generate the $1 billion-plus of cash flow that the business generates 
and also the $9 billion of marketable securities I keep referring to.

While it is the assets that generate the cash flow that will fund the payment of our regularly scheduled interest pay-
ments, it is the $9 billion in marketable securities that virtually assure the eventual repayment in full of all of Icahn 
Enterprises’ debt.

Safety
Is our investment safe if we buy these bonds?

Icahn Enterprises is essentially like a smaller version of Warren Buffett’s Berkshire Hathaway. Both businesses own a 
mix of cash-generating operating subsidiaries and investments in marketable securities.

What this mix results in is an extremely diversified base of cash flows and assets. Like Berkshire, Icahn Enterprises 
is spread across many different industries, which provides great comfort in assuring a strong business in all kinds of 
business cycles.

That diversification plus the billions of dollars in cash and marketable securities on Icahn Enterprises’ balance sheet 
make these bonds a very safe investment.

Health 
The overall health of the business should ensure debt is repaid.

Strong and predictable cash flows, billions of dollars of liquidity available on the balance sheet and the investing acumen 
of one of the greatest activist investors of all time make Icahn Enterprises a very healthy business.

Conclusion — It Is Time to Lend a Hand to Icahn’s Cleanup Efforts
Icahn Enterprises is a unique company.  

It is diversified across many industries, it owns billions of dollars of marketable securities and it regularly makes headlines 
in its efforts to create positive change at some of America’s largest corporations.

Let’s join in on Icahn’s fun by locking in a juicy yield by owning the bonds of his company.

Our 5.7% Annual Income Stream From Icahn Enterprises Bonds
Today, we’re going to buy Icahn Enterprises bonds that mature on Feb. 1, 2022. These bonds pay an annual interest 
rate of 5.875% based on the $1,000 “par value” of each bond. Each bond is legally obligated to pay investors $29.38 
via two “coupon payments” each year.
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Our Icahn Enterprises bonds are trading at roughly 103 cents on the dollar. The market recognizes the fact that this 
company is solid and therefore prices the bonds accordingly.

On the right is a table that shows exactly what payments 
you can expect for each of the bonds you buy today.

Remember, these bonds have a $1,000 “par value,” 
which means the company owes investors $1,000 for 
every bond outstanding. Today you can buy the bonds 
for about $1,030 each (and I would use a limit order 
to make sure you don’t pay more than $1,040).

Once again, these bonds carry a 5.875% interest 
rate. So for every bond you purchase, you’ll receive 
a $29.38 payment twice a year. Those payments 
should add up to $264.38 over the remaining life of 
the bond. Remember, even if you buy these bonds at 
a discount, Icahn Enterprises is still legally obligated 
to pay you the full $29.38 twice each year. That gives 
you an effective annual income of 5.7% from this 
bond based on the current bond price of $1,030.

Our bonds are scheduled to mature on Feb. 1, 2022, 
or roughly 4½ years after this issue is printed. You’ll 
receive the full $1,000 per bond on that date, or be-
fore if the company chooses to refinance early.

Between the $264.38 in interest payments and the $1,000 you’ll receive when the bonds mature, you should accumulate 
profits of $226.38 for each bond. That’s a contractually obligated 21.8% return with a very comfortable level of risk.

• Get your broker on the phone

• Tell him you want to buy Icahn Enterprises bonds

• Explain these are the 5.875% bonds maturing on 2/1/2022

• The CUSIP is 451102BF3

• Tell your broker to pay no more than $1,040 in principal

• Tell him you understand there will be additional accrued interest

• (Each bond should cost roughly $1,038, based on the current $1,030 price)

• Your broker will place the trade and call you back with a “fill.”

Alternatively, you can log on to your brokerage account and locate the Icahn Enterprises 5.875% 2/1/2022 bonds with 
the CUSIP 451102BF3. Make sure you use a $1,040 limit for these bonds (this way you pay no more than 104 cents 
on the dollar).

Editor’s Note 
When you buy a bond, you’re responsible to pay the “accrued interest” on the bond. This is the interest that has accumulated since our 
corporation made its last interest payment. The interest is added on to the “base price” for the bond and included in your purchase price. 
The good news is that when our bond pays its next interest payment, you’ll receive the full amount of interest since the last payment.

The tables in this report include accrued interest as of Sept. 20, 2017. If you’re buying the bond later, the amount of accrued interest will 
increase slightly for every day that passes. So your purchase price may be slightly higher depending on what day you purchase your bonds.

ACTION TO TAKE: 
Buy the Icahn Enterprises 5.875% bonds at $104 or better.

Investment

Icahn Enterprises — 5.875 2/1/2022 — Cusip: 451102BF3

Coupon/Interest Payments

Principal Payment

Guaranteed Profit

$1,030.00

$8.00

$1,038.00

$29.38

$29.38

$29.38

$29.38

$29.38

$29.38

$29.38

$29.385

$29.38

$264.38

$1,000.00

$1,264.38

$(1,038.00)

$226.38

21.8%

Principal

(49 days accrued interest)

Total Investment

2/1/2018 Coupon Payment

8/1/2018 Coupon Payment

2/1/2019 Coupon Payment

8/1/2019 Coupon Payment

2/1/2020 Coupon Payment

8/1/2020 Coupon Payment

2/1/2021 Coupon Payment

8/1/2021 Coupon Payment

2/1/2022 Coupon Payment

Total Coupon Payments

2/1/2022 Maturity

Total Payments

Initial Investment

Profit

Total Return



contract income alert

7

Once you own the bonds, you are legally entitled to payments of $29.38 two times every year.

Your first payment should hit your account on Feb. 1, 2018. Also, Icahn Enterprises is legally required to pay you 
$1,000 per bond on Feb. 1, 2022. Between the coupon payments and your $1,000 principal payment, you will receive 
a 21.8% return over that period, with an effective annual income stream of 5.7%.

Here’s the growing your income,

 
Zach Scheidt 
Editor, Contract Income Alert 
@ZachScheidt

CAUGHT ON CAMERA (WATCH IT NOW!)

More than 69,000 people have already watched this short video.

It’s less than one minute long…

But what this guy reveals on camera will blow you away.

And it could have a huge impact on your life…

Starting as early as tomorrow!

CLICK HERE TO WATCH IT NOW.

https://twitter.com/zachscheidt
https://pro.agorafinancial.com/m/766016
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Contract Income Alert Portfolio Positions

Debt Restructuring Positions

Prices Current as of Market Close 09/19/2017

COMPANY SYMBOL BUY  BUY CURRENT CURRENT GAIN/ COUPONS NEXT 
 (CUSIP) DATE PRICE DATE PRICE LOSS RECEIVED PAYOUT DATE

EP Energy * 29977HAB6 4/11/16 $51.05 9/20/17 $81.12 86.45% $140.63 11/1/17
Resolute Energy 76116AAB4 7/27/16 $79.09 9/20/17 $101.78 39.44% $85.00 11/1/17
iHeartCommunications 184502BN1 9/1/16 $82.00 9/20/17 $73.50 10.21% $168.75 3/1/18
Atwood Oceanics 050095AM0 9/28/16 $79.88 9/20/17 $99.26 32.40% $65.00 2/1/18
K Hovnanian Enterprises 442488BU5 11/9/16 $87.28 9/20/17 $90.44 6.49% $25.00 11/1/17
Walter Investment Mgmt 93317WAC6 11/23/16 $77.27 9/20/17 $53.06 -21.14% $78.75 12/15/17
Bill Barret 06846NAD6 12/21/16 $96.00 9/20/17 $94.78 2.38% $35.00 10/15/17
Scientific Games 80874YAQ3 1/18/17 $91.60 9/20/17 $102.88 15.93% $33.13 11/15/17
ION Geophysical 462044AE8 2/15/17 $95.74 9/20/17 $99.00 7.65% $40.63 11/15/17
Iron Mountain 46284PAP9 3/15/17 $100.47 9/20/17 $103.25 8.50% $57.50 2/15/18
Tempur Sealy Intl 88023UAG6 4/19/17 $98.74 9/20/17 $103.08 7.18% $27.50 12/15/17
Freeport-McMoRan 35671DBL8 5/24/17 $94.21 9/20/17 $99.44 5.56% $0.00 11/14/17
Carrizo Oil and Gas 144577AH6 6/29/17 $100.00 9/20/17 $101.08 1.08% $0.00 12/1/17
Antero Resources 03674XAC0 7/26/17 $102.22 9/20/17 $101.69 -0.52% $0.00 12/1/17
DaVita 23918KAP3 8/23/17 $103.46 9/20/17 $103.17 -0.28% $0.00 2/15/18
Icahn Enterprises 451102BF3 9/20/17 NEW! 9/20/17 NEW! NEW! NEW! 2/1/22

* EP Energy and Everest Acquisition are joint issuers. 

COMPANY SYMBOL BUY  BUY CURRENT CURRENT GAIN/ COUPONS NEXT 
 (CUSIP) DATE PRICE DATE PRICE LOSS RECEIVED PAYOUT DATE

Gymboree Corp. 403777AB1 5/25/16 $51.98 9/20/17 xx xx $91.26 xx
Erickson Inc.  29482PAB6 6/29/16 $53.01 9/20/17 ** xx $0.00 xx

** Being converted into new shares of Erickson stock. 
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