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Name of Investment Adviser:  

  

Address:               (Number and Street)                                 (City)         (State)            (Zip Code)         Area Code:          Telephone Number: 

  

 
This part of FORM ADV gives information about the investment adviser and its business for the use of clients. 

The information has not been approved or verified by any government authority. 
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FORM ADV 
Part II - Page 2 

Applicant: SEC File Number: 
 
801- 

Date: 

  

1.     A.     Advisory Services and Fees.  (check the applicable boxes)       For each type of service provided, state the 
                                                                                                                       approximate % of total advisory billings from                                   
Applicant:                                                                                                     that service.  (See instruction below.)                
          (1)      Provides investment supervisory services ..........................................................................................                       % 
          (2)      Manages investment advisory accounts not involving investment supervisory services.....................                      %     
          (3)      Furnishes investment advice through consultations not included in either service described above...                      %      
          (4)      Issues periodicals about securities by subscription ..............................................................…...........                      % 
          (5)      Issues special reports about securities not included in any service described above...........................                      % 
          (6)      Issues, not as part of any service described above, any charts, graphs, formulas, or other devices 
                     which clients may use to evaluate securities.......................................................................................                       % 
           (7)      On more than an occasional basis, furnishes advice to clients on matters not involving securities...                       % 
           (8)      Provides a timing service ...............................................................................................................…                       % 
           (9)      Furnishes advice about securities in any manner not described above..........................................….                       % 
 

(Percentages should be based on applicant’s last fiscal year.  If applicant has not completed its first fiscal year, 
provide estimates of advisory billings for that year and state that the percentages are estimates.) 

_________________________________________________________________________________________________________   
                                                                                                                                                                                        Yes      No   
    B.    Does applicant call any of the services it checked above financial planning or some similar term? . . . . . . .               
 _________________________________________________________________________________________________________ 
    C.    Applicant offers investment advisory services for: (check all that apply) 
  
            (1)    A percentage of assets under management                                  (4)      Subscription fees 
            (2)    Hourly charges                                                                             (5)      Commissions 
            (3)    Fixed fees (not including subscription fees)                                (6)      Other 
_________________________________________________________________________________________________________                                                                                                                                                                                                                  
    D.    For each checked box in A above, describe on Schedule F: 
 

• the services provided, including the name of any publication or report issued by the adviser on a subscription basis or for 
a fee 

 
• applicant’s basic fee schedule, how fees are charged and whether its fees are negotiable 

 
• when compensation is payable, and if compensation is payable before service is provided, how a client may get a refund 

or may terminate an investment advisory contract before its expiration date 
                               
 2. Types of clients - Applicant generally provides investment advice to: (check those that apply) 
 
             A.    Individuals                                                        E    Trusts, estates, or charitable organizations 
             B.    Banks or thrift institutions                                F.    Corporations or business entities other than those listed above 
             C.    Investment companies                                      G.    Other (describe on Schedule F)  
             D.    Pension and profit sharing plans 

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1) 

 

 
 
 
 
 
 

 
 
 

  

 
 
 

 
 
 

 
 
 
 

 
 
 



FORM ADV 
Part II - Page 3 

Applicant: SEC File Number: 
801- 

Date: 

3.   Types of Investments.  Applicant offers advice on the following: (check those that apply) 
 
              A.    Equity securities                                                                            H.    United States government securities 
                     (1) exchange-listed securities                                                          I.    Options contracts on: 
                     (2) securities traded over-the-counter                                                    (1) securities 
                     (3) Foreign issuers                                                                                 (2) commodities 
 
              B.    Warrants                                                                                         J.    Futures contracts on: 
              C.     Corporate debt securities (other than commercial paper)                    (1) tangibles 
                                                                                                                                    (2) intangibles 
              D.     Commercial paper 
              E.      Certificates of deposit                                                                   K.   Interests in partnerships investing in: 
              F.      Municipal securities                                                                             (1) real estate 
                                                                                                                                     (2) oil and gas interests 
              G.      Investment company securities:                                                          (3) other (explain on Schedule F) 
                       (1) variable life insurance 
                       (2) variable annuities                                                                      L.   Other  (explain on Schedule F) 
                       (3) mutual fund shares 

4.   Methods of Analysis, Sources of Information, and Investment Strategies. 
 
      A.   Applicant’s security analysis methods include: (check those that apply) 
 
      (1)            Charting                                                                             (4)                Cyclical 

      (2)            Fundamental                                                                      (5)                Other  (explain on Schedule F) 

      (3)            Technical 

_________________________________________________________________________________________________________                                                                                                                                                                                                                  
       B.   The main sources of information applicant uses include: (check those that apply) 
 
      (1)             Financial newspapers and magazines                          (5)           Timing services  

      (2)             Inspections of corporate activities                               (6)           Annual reports, prospectuses, filings with the  

      (3)             Research materials prepared by others                                        Securities and Exchange Commission 

      (4)             Corporate rating services                                             (7)           Company press releases 

                                                                                                             (8)          Other  (explain on Schedule F) 

_________________________________________________________________________________________________________                                                                                                                                                                                                                  
       C.    The investment strategies used to implement any investment advice given to clients include: (check those that apply) 
 
      (1)             Long term purchases                                                       (5)              Margin transactions 
                        (securities held at least a year) 
      (2)            Short term purchases                                                        (6)              Option writing, including covered options, 
                        (securities sold within a year)                                                            uncovered options or spreading strategies 

      (3)            Trading (securities sold within 30 days)                          (7)              Other (explain on Schedule F) 

      (4)            Short sales 

 

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1) 

 
 
 

 

 
 

 
 

 
 
 

 

 
 

 
 
 

 
 
 

 
 
 

 
 

 
 
 
 

 
 

 
 

 

 

 

 

 

 
 



FORM ADV 
Part II - Page 4 

Applicant: SEC File Number: 
801- 

Date: 

5.     Education and Business Standards. 
 
        Are there any general standards of education or business experience that applicant requires of those involved in       Yes   No 
        determining or giving investment advice to clients? ...................................................................................................         

 
(If yes, please describe these standards on Schedule F) 

6.     Education and Business Background. 
        For: 

•  each member of the investment committee or group that determines general investment advice to be given to clients, or 
•  if the applicant has no investment committee or group, each individual who determines general investment advice 

                clients (if more than five, respond only for their supervisors) 
 •      each principal executive officer of applicant or each person with similar status or performing similar functions. 
         

        On  Schedule F, give the: 
        •      name                                                                              •       formal education after high school 
        •      year of birth                                                                   •       business background for the preceding five years 

7.     Other Business Activities.  (check those that apply) 
 
                A.     Applicant is actively engaged in a business other than giving investment advice. 

          B.     Applicant sells products or services other than investment advice to clients. 

C.   The principal business of applicant or its principal executive officers involves something other than providing 
          investment advice. 

 
(For each checked box describe the other activities, including the time spent on them, on Schedule F.) 

8. Other Financial Industry Activities or Affiliations.  (check those that apply) 

               A.    Applicant is registered (or has an application pending) as a securities broker-dealer.   

   B.    Applicant is registered (or has an application pending) as a futures commission merchant, commodity pool operator 
           or commodity trading adviser. 

               C.    Applicant has arrangements that are material to its advisory business or its clients with a related person who is a: 
 
               (1)   broker-dealer                                                                       (7)    accounting firm 

               (2)   investment company                                                           (8)    law firm 

               (3)   other investment adviser                                                     (9)    insurance company or agency 

               (4)   financial planning firm                                                      (10)   pension consultant 

               (5)   commodity pool operator, commodity trading                  (11)   real estate broker or dealer 
                       adviser or futures commission merchant 

               (6)   banking or thrift institution                                                (12)   entity that creates or packages limited partnerships 
 

(For each checked box in C, on Schedule F identify the related person and describe the relationship and the arrangements.) 
                                                                                                                                                                                                Yes     No 
         D.     Is applicant or a related person a general partner in any partnership in which clients are solicited to invest?..          
 

(If yes, describe on Schedule F the partnerships and what they invest in.) 

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1) 

  

 
 
 

 
 

 

 
 
 
 
 

 

 
 
 
 

 

 

  



  

FORM ADV 
Part II - Page 5 

Applicant: SEC File Number: 
801- 

Date: 

9.     Participation or Interest in Client Transactions. 
  
       Applicant or a related person: (check those that apply) 
 
                A.    As principal, buys securities for itself from or sells securities it owns to any client. 

                B.    As broker or agent effects securities transactions for compensation for any client. 

          C.    As broker or agent for any person other than a client effects transactions in which client securities are sold to or                                              
                        bought from a brokerage customer. 

   D.   Recommends to clients that they buy or sell securities or investment products in which the applicant or a related                                                   
            person has some financial interest. 

                 E.   Buys or sell for itself securities it also recommended to clients. 

 
(For each box checked, describe on Schedule F when the applicant or a related person engages in these transactions and 

 what restrictions, internal procedures, or disclosures are used for conflicts of interest in those transactions.)  
 

      Describe, on Schedule F, your code of ethics, and state that you will provide a copy of your code of ethics to any client or     
      prospective client upon request. 

10.    Conditions for Managing Accounts.  Does the applicant provide investment advisory services, manage                   Yes    No 
          investment advisory accounts or hold itself out as providing financial planning or some similarly termed 
          services and impose a minimum dollar value of assets or other condition for starting or maintaining an 
          account?  
 

(If yes, describe on Schedule F) 

11.     Review of Accounts.  If applicant provides investment supervisory services, manages investment advisory account,  
          or holds itself out as providing financial planning or some similarly termed services: 
 

A. Describe below the reviews and reviewers of the accounts. For reviews, include their frequency, different levels, and  
       triggering factors. For reviewers, include the number of reviewers, their titles and functions, instructions they receive     
       from applicant on performing reviews, and number of accounts assigned each. 

 
 
 
 
 
 
 
 
          B.   Describe below the nature and frequency of regular reports to clients on their accounts. 
 
 
 
 
 
 
 
 
 

 

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1) 

 

 

 

 

 

 

 



  

FORM ADV 
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Applicant: SEC File Number: 
801- 

Date: 

12.     Investment or Brokerage Discretion.  
 
          A.     Does applicant or any related person have authority to determine, without obtaining specific client consent, the: 
                                                                                                                                                                                                 Yes   No 
                   (1)    securities to be bought or sold? ...............................................................................................................           
                                                                                                                                                                                                 Yes   No 

(2) amount of securities to be bought or sold? .......................................................................................…..    
                                                                                                                                                                                                 Yes   No 
                   (3)    broker or dealer to be used?     ................................................................................................................    
                                                                                                                                                                                                 Yes   No 
                   (4)    commission rates paid? ...........................................................................................................................            
  ________________________________________________________________________________________________________                                                                                                                                                                                                                
                                                                                                                                                                                                 Yes   No 
           B.     Does applicant or a related person suggest brokers to clients? .......................................................................           
 
                    For each yes answer to A describe on Schedule F any limitations on the authority. For each yes to A(3), A(4)  
                    or B, describe on Schedule F the factors considered in selecting brokers and determining the reasonableness  
                    of their commissions. If the value of products, research and services given to the applicant or a related  
                    person is a factor, describe:  
 
                    •     the products, research and services  
 
      •      whether clients may pay commissions higher than those obtainable from other brokers in return for those products           
                           and services  
 
      •       whether research is used to service all of applicant's accounts or just those accounts paying for it; and  
 
                    •       any procedures the applicant used during the last fiscal year to direct client transactions to a particular broker in      
                             return for product and research services received.  

13.       Additional Compensation. 
 
            Does the applicant or a related person have any arrangements, oral or in writing, where it:  
 
            A.      is paid cash by or receives some economic benefit (including commissions, equipment or non-research          Yes   No  
                      services) from a non-client in connection with giving advice to clients? . . . . . . . . . . . . . . . . . . . . . . . . . . . .          

                                                                                                                                                                                                    Yes   No    

            B.      directly or indirectly compensates any person for client referrals?. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .          

(For each yes, describe the arrangements on Schedule F.) 

14.       Balance Sheet.  Applicant must provide a balance sheet for the most recent fiscal year on Schedule G if applicant:  
 
            •        has custody of client funds or securities (unless applicant is registered or registering only with the  
                      Securities and Exchange Commission); or  
 
            •        requires prepayment of more than $500 in fees per client and 6 or more months in advance  
                                                                                                                                                                                                    Yes  No  
                     Has applicant provided a Schedule G balance sheet?..............................................................................                  
 

 

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1) 

  

  

  
 

  

  

  

  

  



Schedule F of 
FORM ADV 
Continuation Sheet for Form ADV Part II 

Applicant: SEC File Number: 
 
801- 

Date: 

 
(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 

 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
(identify) 

 
Answer 

  

 

 (Complete amended pages in full, circle amended items and file with execution page (page 1). 
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FORM ADV 
Continuation Sheet for Form ADV Part II 

Applicant: SEC File Number: 
 
801- 

Date: 

 
(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 

 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
(identify) 

 
Answer 

  

 

 (Complete amended pages in full, circle amended items and file with execution page (page 1). 
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 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
(identify) 
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 (Complete amended pages in full, circle amended items and file with execution page (page 1). 
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Item of Form 
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(identify) 
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Answer 
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	Text13: 
	0: ADVISORY SERVICES AND FEES

Applicant provides investment supervisory services and gives continuous advice to its clients or makes investments for its clients based on the individual needs of each client.  Applicant provides investment supervisory services on a discretionary and non-discretionary basis.  When a client grants applicant investment and brokerage discretion, applicant will have authority to determine, without obtaining specific client consent, the (1) securities to be bought and sold; (2) amount of securities to be bought and sold; (3) broker or dealer to be used and (4) commission rates paid.  Investment management is guided by the objectives articulated by the client (i.e., maximum capital appreciation, preservation of capital, growth, income, or growth and income).

COMPENSATION FOR SERVICES

Compensation for services is based on applicant's fee schedule in effect during the period in which these services are rendered.  Fees are negotiable.

The fee schedule is based on the account's asset value payable in quarterly installments (quarterly fee) in advance.  The initial fee will be based on the beginning value of the account on the day the account is approved by the Company.  The initial fee will be prorated from the approval date through the end of the calendar quarter.  Thereafter, the quarterly fee will be based on the account's asset value on the last business day of the previous calendar quarter.  No adjustments will be made to the fee for any withdrawals, appreciation, or depreciation in the value of securities held in the account during any fee period.

The current fee schedule, on an annual basis, is as follows: 

EQUITY AND BALANCED                                FIXED INCOME 
First $2 Million - 1.00%                                      First $2 Million - 0.50%  
Next $8 Million - 0.50%                                      Next $8 Million - 0.25% 
Next $40 Million - 0.40%                                    Next $40 Million - 0.20% 
Over $50 Million - 0.30%                                    Over $50 Million - 0.15% 

The fees may be lower in the case of certain eleemosynary and other institutions.  A group of related accounts may be considered as one account in computing the annual fee.

Where the applicant provides investment advisory services in connection with broker-sponsored select programs, the annual fees payable by a client may vary, depending upon the program.  However, the applicant's advisory fee is part of the total paid by the client to the broker in question.

The client is also responsible for all broker's charges, brokerage fees and brokerage commissions, and all other expenses which may be incurred by reason of transactions in the account.


	Text12: 
	0: Part II
1 (D)

	Text9: 
	Text10: 23-2368531
	Text14: Part II
1 (D)
(continued)
	Text15: TERMINATION OF INVESTMENT ADVISORY CONTRACTS

Investment advisory contracts may be terminated at any time either by the applicant or the client by giving to the other written notice specifying the date on which the termination is to become effective.  In the event a termination date is not specified in the notice, the effective date of termination shall be the date such notice is received by the party to whom it is directed.  Upon termination by either party, a prorated refund of the initial or quarterly fee will be made if applicable.

The client may terminate the applicant's investment advisory contract without penalty or any accrual of fees within five business days of its execution.


BROKER-REFERRED CLIENTS

From time to time, the applicant will be included in a list of investment advisors, prepared by various broker-dealer/investment advisor concerns, for presentation to clients.  In other words, the applicant will become an "approved manager" for the broker in question.  Once selected by the client as an investment advisor, the applicant will customarily have the client sign its advisory contract and will provide investment advisory services in accordance with that contract.  Typically, the applicant's standard schedule of fees will apply, but the applicant may agree to a lesser fee depending on the circumstances, such as account size, account type (i.e., charitable organization), etc.

At the time the applicant is selected as an investment manager by a broker-referred client, the broker may set up the account on a commission or "fee in lieu of commission" basis, or a wrap fee basis.  In the former two cases, the applicant invoices the client and/or the client's designated custodian for its advisory fees, which are either paid directly by the client or debited from the client's account, with prior authorization from the client.  In the latter case, the applicant's fee is calculated and paid by the broker, out of the all inclusive fee charged to the client by the broker.

In addition, the applicant will sometimes be referred and/or retained as an advisor or sub-advisor under a broker-sponsored select program, (i.e., a "wrap fee" program).  In such cases, the applicant and sponsoring broker execute an agreement defining their respective duties and responsibilities with regard to client accounts under the program.  The client signs a separate agreement directly with the broker, pursuant to which various services are provided to the client by the broker for a single inclusive fee (i.e., "wrap" fee).  Typically, these services will include (a) monitoring and evaluation of the advisor's performance; (b) execution of portfolio transactions without commission charges; (c) custodial services for client securities; (d) ongoing consultation with the client relative to investment performance and objectives; and (e) provision of periodic account statements to the client.

The sponsoring broker's fee includes all brokerage services.  If another broker is used, additional transaction costs will be charged to the client account.
	Text16: Part II
1 (D)
(continued)
	Text17: BROKER-REFERRED CLIENTS (continued)

In a typical broker-sponsored select program, the sponsoring broker, with prior client authorization, will pay the applicant directly for its investment advisory services out of the overall fee which the broker charges the client under the program.  The applicant will either invoice the broker for its advisory fees, or the broker will calculate its own and the applicant's respective shares of the wrap fee.
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	Text19: EDUCATION AND BUSINESS STANDARDS

Associated persons should have obtained a minimum of a bachelor's degree or equivalent experience and shall have met the minimum requirements of associated persons as required from time to time by the Pennsylvania Securities Act of 1972, and regulations promulgated thereunder, and comparable statutes of such other states in which applicant may be registered in which such associated persons may act.
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	Text21: EDUCATION AND BUSINESS BACKGROUND

WILLIAM M. SHETTLE
Born - August 3, 1939


EDUCATION:

     University of North Carolina
     Chapel Hill, NC
     BA (1962)

     Pierce School of Business Administration
     Philadelphia, PA
     (7/62 - 1/63)

     Wharton School of Business Administration
     University of Pennsylvania
     (6/63 - 5/64)

WORK EXPERIENCE:

     Philadelphia Investment Management Company
     President, Treasurer, Director, Chief Executive, Investment and Compliance Officer
     (1/86 - Present)
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RENEE WELLFORD SHETTLE
Born - April 15, 1950


EDUCATION:

     University of Delaware
     Newark, DE
     BA (1972)

     Temple University
     School of Law
     Philadelphia, PA
     JD (1981)

WORK EXPERIENCE:

     Philadelphia Investment Management Company
     Secretary and Counsel
     (12/88 - Present)
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 JOHN PAUL BEHREND 
 Born - December 23, 1934
 
 
 EDUCATION:
 
      University of Wisconsin
      Madison, WI
      B.S. Economics (1957)
 
      University of Wisconsin
      Graduate School of Banking
      Madison, WI
      Certificate of Banking (1966)
 
 WORK EXPERIENCE:
 
      Philadelphia Investment Management Company
      Vice President, Managing Director/Investments
      (3/89 - Present)
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 JAMES STEVEN SMITH
 Born - October 15, 1954
 
 
 EDUCATION:
 
      Williams College
      Williamstown, MA
      BA (1977)
 
      Tuck School at Dartmouth
      Hanover, NH
      MBA (1982)
 
 WORK EXPERIENCE:
 
      Swan Asset Management
      Cochranville, PA
      Managing Director/Chief Investment Officer
      (11/00 - Present)
 
      Philadelphia Investment Management Company
      Managing Director
      (10/01 - Present) 
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	Text31:   OTHER FINANCIAL INDUSTRY ACTIVITIES OR AFFILIATIONS
 
James Steven Smith is the sole member of Swan Asset Management LLC ("Swan").  Swan serves as investment advisor to Swan Investment Partners, L.P., an investment limited partnership which has been privately placed and is not registered under the Investment Company Act of 1940.  Swan Investment Partners, L.P. generally concentrates its investments in 20 equity positions and hedges against broad market risk.  The Partnership's investments are drawn primarily, but not only, from securities and options included in, or tied to, the S&P 500 Index.  Investments are made only in U.S. markets.  Partnership investments may include equities, listed options (including the purchase of S&P 500 puts, as well as the sale of individual stock puts and covered calls), and money market instruments.  Leverage in the form of borrowed funds is not used in the Partnership's investment program.  Applicant's clients are not solicited to invest.
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	Text33: PARTICIPATION IN CLIENT TRANSACTIONS
 
Applicant or its related persons may buy or sell for itself securities that are also recommended to clients.  Applicant has in place, a code of ethics, which among other things provides for securities transaction reports to ensure applicant's personnel uphold their fiduciary obligations.  Applicant has also established trade allocation and execution policies to ensure that client securities trades are allocated fairly.
 
Under the standards and restrictions imposed upon the firm's employees, no employee is allowed to purchase or sell a security until all client positions in the security have been established or extinguished, as the case may be.  Additionally, no purchase or sale of securities by employees may be made if the employee has knowledge of an impending recommendation for purchase or sale of the security, prior to the time such purchase or sale of the security has been effected for all client accounts.  All employee purchases or sales must be disclosed prior to the purchase or sale.  In those cases where the firm recommends to clients or prospective clients the purchase or sale of a security in which the applicant, directly or indirectly, has a position or interest, the fact that such a position or interest is held will be disclosed in writing to the client or prospective client.
 
The interest of the client will always predominate.  Therefore, if a potential conflict of interest arises with respect to a particular transaction, purchases and sales for client accounts will always precede transactions of the applicant's employees.  Securities transactions of all employees are monitored and reviewed to ensure that client accounts have priority. 
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	Text35: CONDITIONS FOR MANAGING ACCOUNTS
 
The applicant reserves the right to reject any account which has a market value of less than $100,000.  In addition, a sponsoring broker may establish a minimum account value for client accounts to be managed by the applicant under a broker-sponsored select program.
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	Text37: INVESTMENT DISCRETION
 
There are no limitations on applicant's authority to determine the securities to be bought or sold for an account or the amount thereof, in the absence of client direction.  Any limitations imposed by the client on applicant's investment discretion will be set forth in applicant's advisory agreement with the client or in the client's contract with a sponsoring broker, where applicable.
 
BROKER DISCRETION
 
Applicant also has authority to effect account transactions through one or more securities brokerage firms as it may select, and may determine the commission rates to be paid, in the absence of client instructions.
 
In most cases, where there is not already a broker of record on the account which has been selected by the client, the broker or dealer through which the transaction will be effected will be based on the following:
      1) BROKER RECOMMENDATION.  Purchase of a specific investment will most often be made through the source of the recommendation or the lowest cost broker.
      2) INTERNALLY GENERATED RECOMMENDATION.  Transactions originating from internally generated recommendations will be made through the lowest cost broker, or through other brokers to compensate them for research and related services.  The research services include generation of fundamental company analysis, economic analysis or economic seminars.
 
In the regular course of its business, applicant may provide investment advisory services, for which it will be paid, to a brokerage firm through which transactions may be made.  The commissions paid to any such brokerage firm will not be greater than the rate paid to other firms applicant may utilize for similar transactions.
 
As a result of the above policies, a broker may be paid a brokerage commission in excess of that which another broker might have charged for effecting the same transaction.  Research services furnished by brokers through whom applicant effects securities transactions may be used in servicing all of its accounts and not all said services may be used by applicant in connection with the accounts which paid commissions to the broker providing such services.
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	Text39:  BUNCH TRADING
 
Block or bunch trading of securities often enables advisors to negotiate lower commission rates for client accounts because of the volume of the trade.  Therefore, clients who direct that transactions in their accounts be made through a particular brokerage concern may, in some cases, pay higher commission charges than they would have, had the security transaction been part of a block trade.
 
However, a large portion of the applicant's clients are obtained through referrals from various brokerage firms.  Such referral clients customarily have already selected the broker through which their securities transactions will be effected and have set the commission rate to be charged by the broker, at the time they become advisory clients of the applicant.  Because the applicant does not select the broker or set the commission rate for client accounts except in very limited cases, it generally is not in a position to engage in block trades.
 
In the case of accounts which the applicant manages under broker-sponsored select programs, all brokerage is normally directed to the sponsoring broker pursuant to the agreement between the client and the broker whose overall fee includes brokerage services.  The applicant does not select the broker or negotiate annualized rates in lieu of commissions, which brokers typically offer under such programs.  Therefore, the client may want to independently ascertain that the sponsoring broker in question can provide adequate price and execution of most or all transactions in the client's account.
 
The client is expected to negotiate commission rates where the client has requested that trades be directed to a specified broker.  In such cases, the applicant generally does not negotiate individual transaction commission rates.  In some transactions involving a directed/broker arrangement, a client may pay a higher commission or may receive less favorable execution than might have otherwise been obtainable by the applicant, through volume discounts or negotiation.
 
Due to the applicant's acceptance of referral clients with existing instructions regarding brokerage designation, disparities in commissions for similar trades in other accounts may arise, and there is a potential conflict of interest arising from referrals and directed brokerage practices.
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	Text41:  ADDITIONAL COMPENSATION
 
Applicant may from time to time compensate unaffiliated broker/dealers or other persons for referring clients to it.  Typically, this would involve the payment of a portion of the advisory fee received by the applicant to the person who made the referral.  When such referral arrangements are entered into, applicant's referral agreements are in compliance with the federal regulations as set out in 17 CFS Section 275.206(4)-3, and each client is given a copy of the referral agreement prior to or at the time of entering into an advisory contract.
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