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Item 1 – Cover Page 

The CAPROCK Group, Inc. 

805 West Idaho Street, Suite 200 

Boise, ID 83702 

(208) 368-9600 

www.thecaprockgroup.com 

March 25, 2011 

This Brochure provides information about the qualifications and business practices of The 

CAPROCK Group, Inc. [“CAPROCK”].  If you have any questions about the contents of this 

Brochure, please contact us at (208) 368-9600.  The information in this Brochure has not 

been approved or verified by the United States Securities and Exchange Commission or by 

any state securities authority. 

CAPROCK is a registered investment adviser.  Registration of an Investment Adviser does 

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

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

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

www.adviserinfo.sec.gov. You can search this site by a unique identifying number, known 

as a CRD number. The CRD number for CAPROCK is 124272. 
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Item 2 – Material Changes 

 

On July 28, 2010, the United State Securities and Exchange Commission published 

“Amendments to Form ADV” which amends the disclosure document that we provide to 

clients as required by SEC Rules.  This Brochure dated, March 25, 2011, is a new document 

prepared according to the SEC’s new requirements and rules.  As such, this Document is 

materially different in structure and requires certain new information that our previous 

brochure did not require.   

In the future, this Item will discuss only specific material changes that are made to the 

Brochure and provide clients with a summary of such changes.  We will also reference the 

date of our last annual update of our brochure.      

In the past we have offered or delivered information about our qualifications and business 

practices to clients on at least an annual basis.  Pursuant to new SEC Rules, we will ensure 

that you receive a summary of any materials changes to this and subsequent Brochures 

within 120 days of the close of our business’ fiscal year.  We may further provide other 

ongoing disclosure information about material changes as necessary.   

We will provide you with a new Brochure as necessary based on changes or new 

information, at any time, without charge. 

Currently, our Brochure may be requested by contacting Dave Otander, Chief Compliance 

Officer at (208) 368-9600 or Contact@thecaprockgroup.com.   

Additional information about CAPROCK is also available via the SEC’s web site 

www.adviserinfo.sec.gov.  You can search this site by a unique identifying number, known 

as a CRD number. The CRD number for CAPROCK is 124272. The SEC’s web site also 

provides information about any persons affiliated with CAPROCK who are registered, or 

are required to be registered, as investment adviser representatives of CAPROCK. 
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Item 4 – Advisory Business 
 

CAPROCK was founded in August 2005 and the principal owners of CAPROCK are Mark 

Gustafson, A. Craig Olson, Richard Rock, William G. Gilbert, Jr., Matthew Weatherley-White 

and Gregory A. Brown. CAPROCK provides fee-only private wealth management, family 

office and advisory services.  

 

As of December 31, 2010, CAPROCK managed $616,169,321 on a discretionary basis and 

$17,802,526 on a nondiscretionary basis for a total Assets Under Management of 

$633,971,847.    

Investment Advisor Services:  

CAPROCK provides continuous investment advice to clients and families based on their 

individual needs. Through a series of personal discussions in which goals, objectives and 

risk tolerances are established, CAPROCK develops a client's personal investment 

guidelines or asset allocation and creates and manages a portfolio based on that policy or 

asset allocation. CAPROCK will manage advisory accounts on a discretionary and non-

discretionary basis. Account supervision is guided by the stated objectives of the client. 

Emphasis will be placed on optimizing performance at the portfolio level while controlling 

risk through broad global asset diversification. Clients are permitted to place reasonable 

restrictions on investing in certain securities.  

 

CAPROCK may allocate all or a portion of a portfolio to investment managers in which 

client accounts are managed by independent third party investment managers. These 

programs provide investment opportunities among various investments including stocks, 

bonds, options, mutual funds, exchange traded funds, hedge funds, alternative investments 

and other securities. 

 

Based on a client's individual circumstances and needs, CAPROCK will allocate a portion of 

the portfolio to an appropriate investment manager. Factors considered in making this 

recommendation include account size, risk tolerance, the goals of each client and the 

investment philosophy of the third party investment manager(s). CAPROCK will assist the 

client in reviewing investment objectives, risk tolerance, liquidity requirements, 

investment restrictions and other relevant factors.  CAPROCK will monitor the performance 

of the selected investment manager(s). If CAPROCK determines that a particular selected 

investment manager(s) is not providing sufficient management services to the client, or is 

not managing the client's portfolio in a manner consistent with the client's personal 



2 

 

investment guidelines or asset allocation, CAPROCK will remove the client's assets from 

that selected investment manager(s) and place the client's assets with another investment 

manager(s) at CAPROCK's discretion (for discretionary accounts). Clients need to be aware 

that certain types of investments by third party investment managers (limited, private 

offerings, hedge funds, fund-of-funds) may be subject to lock-ups and/or other liquidity 

restrictions. If the account is non-discretionary, CAPROCK will not remove the client from a 

selected manager and move the account into a different manager without the client's prior 

consent. CAPROCK will review the aggregate fee charged by both CAPROCK and the 

selected investment manager(s) will be fair and reasonable and will be competitive with 

those fees customarily charged in the industry for similar services. 

In addition to third party money management services, CAPROCK may allocate a portion of 

a client's portfolio among other investments. In these cases, CAPROCK will primarily use 

various exchange traded funds (ETFs) and mutual funds within a client's portfolio. Under 

certain circumstances, CAPROCK may also include some individual securities including 

equities, options, bonds, corporate debt securities, municipal securities, commercial paper, 

certificates of deposit and other investment products. CAPROCK will allocate the client's 

assets among various investments taking into consideration the overall management 

objectives identified by the client. The mutual funds will be selected on the basis of any or 

all of the following criteria: the fund's performance history; the industry sector in which 

the fund invests; the track record of the fund's manager; the fund's investment objectives; 

the fund's management style and philosophy; and the fund's management fee structure. 

Portfolio weighting between funds and market sectors will be determined by each client's 

individual needs and circumstances. Clients may request to place reasonable restrictions 

on the types of investments which will be made on the client's behalf. 

CAPROCK also acts as an investment advisor to a related limited liability company, 

CAPROCK Management, LLC, which acts as the Managing Member to three limited liability 

companies (Private Funds) created for the sole purpose of acquiring limited partnership 

interest in private funds managed by independent investment managers. Essentially, these 

Private Funds act as feeder fund investment vehicles to reduce the minimum investment 

for clients and non-CAPROCK clients. When suitable and consistent with pre-defined 

investment objectives, investments in these Private Funds have been recommended to 

CAPROCK advisory clients. See additional information about these Private Funds in Item 7 

and 10 of this Form ADV Part 2.  

 

Family Office Services: 

In addition to traditional investment advisory services described in this disclosure 

document, CAPROCK also provides Family Office Services to select clients.  These services 
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may include some or all of the following:  coordination among advisors designated by the 

Client (legal, estate, accounting, insurance, and banking), private & alternative investment 

analysis, advice & reporting, private & alternative investment coordination (capital call 

payments, management of distributions & liquidations), monthly balance sheet reporting, 

lifetime discounted cash flow modeling and other ad hoc reports requested by the Client.  

Family Office services may not be offered to all CAPROCK Clients and there are no 

additional charges for these services.  CAPROCK is compensated by the client as a 

percentage of assets which CAPROCK advises on.   Fee arrangements are determined and 

affirmed by the client (via CAPROCK’s Investment Advisor Agreement) at the onset of the 

relationship.  

 

Consulting Services: 

CAPROCK provides advisory services for individuals and institutions. This may include 

formulating their investment strategy, updates and forecasts for various financial markets, 

portfolio reviews, strategic asset allocation modeling, investment manager search & 

selection, performance analysis and recommendations.  Advisory services may also include 

business consulting, advice on non-securities matters and any other specific consultation 

regarding financial and investment concerns of the individual or institution. 

Item 5 – Fees and Compensation 
 

Negotiability of Fees: In certain circumstances, all fees, account minimums and their 

applications to family circumstances may be negotiable. 

Management Fee Billing: The specific manner in which fees are charged by CAPROCK is 

established in a client’s written agreement with CAPROCK. CAPROCK offers its services on 

a fee basis which may include fixed fees or fees based upon a percentage of the assets 

under management and advisement. CAPROCK will request authority from the client to 

receive monthly payments directly from the client's account held by an independent 

custodian unless a Client elects to be billed directly for fees.  

Management fees will be billed on a monthly basis at the end of each month (in arrears) in 

an amount equal to the value of the Account (market value or estimated market value in 

the absence of market value) at the end of such month multiplied by 1/12th of advisory 

agreement rate, pro-rated in the case of any partial month. Accounts initiated or 

terminated during a calendar month will be charged a prorated fee.  

Valuation Procedures for Fees on Estimated Valuations: Interest in private investment 

funds will be valued at their “fair value,” as determined in good faith according to the 
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policies established by the underlying investment manager or other third party valuation 

agent employed by such investment manager, such as the fund administrator. In some 

occasions, CAPROCK will employ the following procedure when the underlying fund or 

investment provides an estimate in lieu of an actual client capital account balance. In the 

case of an estimate, the following calculations are utilized to determine the month end 

market value:  If the estimate is positive (i.e. a monthly return of +3.0%)  Current Month 

End Valuation = (1 + estimate X 80%) X (Previous Month End Valuation).  If the estimate is 

negative (i.e. a monthly return of -3.0%)  Current Month End Valuation = (1 + estimate) X 

(Previous Month End Valuation).  In the case that actual performance figures are provided 

after an estimate has been utilized, adjustments to the portfolio market value will be made 

in the ensuing month.   

Termination of Advisory Relationship: A client agreement may be canceled at any time, by 

either party, for any reason upon receipt of prior written notice. Upon termination of any 

account, any prepaid, unearned fees will be promptly refunded. In the event of withdrawal 

of funds or the termination of any account, any fees, commissions or other expenses 

associated with rebalancing or liquidating the account holdings may be assessed to the 

client's account. 

Additional Information About Fees & Expenses: CAPROCK’s fees are exclusive of brokerage 

commissions, transaction fees, and other related costs and expenses which shall be 

incurred by the client. Clients may incur certain charges imposed by custodians, brokers, 

third party investment managers and other third parties such as fees charged by managers, 

custodial fees, deferred sales charges, odd-lot differentials, transfer taxes, wire transfer and 

electronic fund fees, and other fees and taxes on brokerage accounts and securities 

transactions. Mutual funds and exchange traded funds also charge internal management 

fees, which are disclosed in a fund’s prospectus. 

 

Fees paid to CAPROCK for investment advisor services are also separate and distinct from 

the fees and expenses charged by the independent investment manager's fee for that 

entity's advisory/management services or an alternative, private and real asset manager 

expenses. 

Such charges, fees and commissions are exclusive of and in addition to CAPROCK’s fee, and 

CAPROCK shall not receive any portion of these commissions, fees and costs. 
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Investment Advisor Fees 

Investment Advisor Services & Family Office Services:  

 

The annual fee for Investment Advisor Services will be 1% of assets under management. 

Investment Advisor Fees may be negotiable based on the requirements of the client and the 

complexity of services provided.  In special arrangements, CAPROCK charges a fixed 

retainer fee based on anticipated services.  Fees for Investment Advisor Services are billed 

on a monthly basis in arrears. 

Consulting Service Fees: 

Consulting Service Fees are negotiable and are based on the requirements of the client and 

the complexity of services provided. Fees will typically be charged as a percentage of assets 

or as a fixed retainer fee based on anticipated services.  Fees for Consulting Services are 

billed on a monthly basis in arrears.  

Item 6 – Performance-Based Fees and Side-By-Side Management 
 

CAPROCK does not charge any performance-based fees (fees based on a share of capital 

gains on or capital appreciation of the assets of a client). All fees are calculated as described 

above and are not charged on the basis of income or capital gains or capital appreciation of 

the funds. Certain private fund managers utilized by CAPROCK may charge performance-

based fees. Clients should refer to the applicable Offering Documents for additional 

information on the fund manager’s performance based fees.   

Item 7 – Types of Clients 
 

CAPROCK provides services to individuals (including high net worth individuals), families, 

corporate pension and profit-sharing plans, trusts, charitable institutions, foundations and 

endowments. CAPROCK also acts as investment advisor to an affiliate, CAPROCK 

Management, LLC, which is the Manager to the following private investment vehicles: 

CAPROCK BREP VI, LLC; TCG Real Estate Debt Financing Fund I, LLC and TCG Real Estate 

Debt Financing Fund I (Founder), LLC (collectively, the Private Funds). These Private Funds 

were created for the sole purpose of aggregating capital contributions of their respective 

Members to meet fund minimums for investment in certain other unaffiliated private 

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

Methods of Analysis and Investment Strategy 

CAPROCK designs and implements customized portfolio for the clients that it serves.  The 

portfolio construction and execution process can be summarized as follows: 

Step 1) Initial Due Diligence & Information Gathering 

• Document and asset level review, meetings with client and advisors 

• Assess tax situation and legal structures (i.e. estate planning) 

• Existing manager due diligence 

Step 2) Construction of Lifetime Discounted Cash Flow Model & Client Balance Sheet 

• Assess client’s cash flow needs 

• Review current asset base and projected income versus future liabilities and 

spending 

• Assess portfolio risk/return requirements 

Step 3) Asset Allocation & Portfolio Design 

• Generate series of portfolio scenarios – differing combinations of asset classes 

• Review portfolio statistics & estimated risk/return projections 

• Generate target asset allocation and portfolio transition plan 

Step 4) Investment Manager Selection 

• Review manager recommendations 

• Document preparation and portfolio recommendation execution 

Step 5) Portfolio Reporting & Monitoring 

• Client portfolio performance reporting 

• Ongoing portfolio & manager due diligence 

CAPROCK utilizes six asset classes to create diversified portfolios. Cash, as a strategic 

allocation, is occasionally described as a seventh.  Asset classes, as defined by CAPROCK, 

are as follows: 

1) Domestic Equity 

2) International Equity 
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3) Fixed Income 

4) Alternative Investments 

5) Real Assets 

6) Private Investments 

 

Each asset class offers unique portfolio construction characteristics, in the form of 

increased returns or reduced risk. The inclusion of some, or all, of these asset classes is 

dependent upon issues such as liquidity needs, time horizon, tax status and individual 

risk/return objectives. CAPROCK typically utilizes a broad range of investment vehicles in 

developing and managing client portfolios.  The structure of the investment vehicles will 

vary depending upon the asset class being utilized.  Typical structures include independent 

investments managers, ETFs, mutual funds and/or options for allocations to Domestic & 

International Equity, as well as Fixed Income.  For allocations in Alternative Investments, 

Real Assets and Private Investments, typical structures include private placement offerings, 

limited partnerships, and/or limited liability companies such as hedge funds, fund of funds 

and other pooled investment partnerships.  Additional information about fees and 

investment risks related to such private placements are included in the offering documents 

provided to prospective investors.  

Portfolio diversification benefits are derived from the lack of correlation among these six 

asset classes. This correlation variance is due, in part, to the divergent return drivers 

associated with each asset class, such as the level and direction of corporate profits, the 

level & direction of interest rates and the inflationary environment, to name a few.   

CAPROCK seeks to maximize the diversification potential of each asset class by pursuing 

managers and opportunities which offer unique philosophies and processes. Equally 

important is a demonstrated focus on capital preservation. In addition, the tax efficiency of 

any manager or strategy plays an important role in the selection process.  

Investment advice may be offered on any investments held by a client at the start of the 

advisory relationship.  CAPROCK may also provide advice on assets that the client requests 

after the inception of the relationship.  

CAPROCK’s Investment Committee is tasked with initial and ongoing investment manager 

due diligence for the firm.  

No assurance can be given that the investment objective will be achieved and investment 

results may vary substantially. Not every investment decision or recommendation by 

CAPROCK will be profitable.  
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Risk of Loss 

Investing in securities involves risk of loss that clients should be prepared to bear. 

All investments present the risk of loss of principal – the risk that the value of securities, 

when sold or otherwise disposed of, may be less than the price paid for the securities.  

The securities and instruments (including securities and instruments held by independent 

managers hired by CAPROCK) utilized by CAPROCK are subject to normal market 

fluctuations and other risks inherent in investing in such investments and there can be no 

assurance that any appreciation in value will occur. Securities markets, especially foreign 

markets, are volatile and can decline significantly in response to adverse issuer, political, 

regulatory, market or economic developments. Different parts of the market can react 

differently to these developments and the value of an individual security or particular type 

of security can be more volatile than, and can perform differently from, the market as a 

whole. Investing in foreign securities involves additional risks, such as currency 

fluctuations, periods of illiquidity and price volatility.   

Investments in private placements, limited partnerships and limited liability companies 

involve additional risk of loss, including the risk of loss of a full investment. Because these 

types of investments involve certain additional degrees of risk, they will only be 

recommended when consistent with the client's stated investment objectives, tolerance for 

risk, liquidity and suitability. Clients need to be aware that these types of investments do 

not afford the same level of liquidity and/or marketability as traditional investments and 

may be subject to lock-ups and other liquidity restrictions. The risk of loss described herein 

should not be considered to be an exhaustive list of all the risks which Clients should 

consider. Investors in private placements, limited partnerships and limited liability 

companies should refer to the applicable Offering Documents for additional information on 

risk factors and risk of loss.  

Item 9 – Disciplinary Information 

 

Registered investment advisers are required to disclose all material facts regarding any 

legal or disciplinary events that would be material to your evaluation of CAPROCK or the 

integrity of CAPROCK’s management CAPROCK has no information applicable to this Item. 

One individual Investment Advisor Representative of CAPROCK, Mr. Brian Pruniski, has a 

personal disclosure event. Please see Mr. Pruniski’s Form ADV Part 2B for additional 

information.  
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Item 10 – Other Financial Industry Activities and Affiliations 
 

Affiliated Companies 

Investment advisory clients of CAPROCK may be solicited to invest in the Private Funds 

with which CAPROCK is affiliated. CAPROCK is under common control with CAPROCK 

Management, LLC, an Idaho Limited Liability Company, which serves as Manager of the 

Private Funds noted below.  

The CAPROCK BREP VI, LLC, is a company formed for the sole purpose of acquiring a 

limited partnership interest in Blackstone Real Estate Partners VI LP. TCG Real Estate Debt 

Financing Fund I, LLC and TCG Real Estate Debt Financing Fund I (Founder), LLC are 

companies formed for the sole purpose of acquiring a limited partnership interest in CBRE 

Capital Partners U.S. I, L.P. and CBRE Capital Partners U.S. Special Situations I, L.P. funds. 

CAPROCK members and employees may from time to time have an ownership interest in 

the Private Funds.   

When suitable and consistent with pre-defined investment objectives, investments in 

CAPROCK BREP VI LLC, TCG Real Estate Debt Financing Fund I, LLC and TCG Real Estate 

Debt Financing Fund I (Founder), LLC (Private Funds) have been recommended to 

CAPROCK advisory clients. Non-CAPROCK advisory clients have also made investments 

into the Private Funds but may have not been subject to the same suitability standards. In 

either case, each Member must be an "accredited investor" within the meaning of Rule 501 

of Regulation D under the Securities act and a "qualified purchaser" within the meaning of 

Section 2(a)(51) of the 1940 Act. No client is obligated to invest in CAPROCK BREP VI, LLC, 

TCG Real Estate Debt Financing Fund I, LLC and TCG Real Estate Debt Financing Fund I 

(Founder), LLC or any other CAPROCK Management sponsored LLC. With respect to these 

related Private Funds, Clients should be aware that a conflict of interest exists because each 

respective Private Fund is charged for the related expenses associated with operating the 

Private Fund. CAPROCK does not charge a separate management fee to a CAPROCK Client 

that may be invested in one of these related Private Funds. Non-CAPROCK clients are 

charged a separate management fee.  

An investor in the Private Funds may redeem its interest in the Private Funds in 

accordance with the applicable redemption terms of the respective Private Funds’ limited 

liability company agreement and offering documents. Investors in the Private Funds are 

requested to refer to the applicable Offering Documents for complete information on the 

Fund, fees, risks, expenses and applicable redemption terms.  These Private Funds are 

audited annually and the audit results are reported to the Private Funds members. 
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The principals of CAPROCK are also the sole Members of TCG Partners Investment Fund I, 

LLC, a limited liability company formed for investment purposes. This business entity is not 

presented or offered to the public. Participation in the TCG Partners Investment Fund I, LLC 

will not be offered to CAPROCK advisory clients or non-CAPROCK clients. 

Individual Outside Business Activities 

Craig Olson, in his separate capacity, serves on the Board of Directors and is Chairman of 

the audit committee for MWI Veterinary Supply, Inc. (MWI). MWI, which is a publicly-

traded company, is a veterinary supply distributor of animal health products to 

veterinarians across the U.S. and the United Kingdom.  As a Director of MWI, Mr. Olson is 

deemed to be a control person of the firm. As this situation may represent a potential 

conflict of interest, CAPROCK has established written policies and procedures for insider 

trading that prohibits Mr. Olson or any director, (officer or principal) or employee of 

CAPROCK from buying or selling this security for portfolio(s) where their decision is 

substantially derived, in whole or in part, by reason of his outside activity as a Director 

unless the information is also available to the investing public on reasonable inquiry. Mr. 

Olson also serves as an Advisory Board Member for Key Bank Idaho. CAPROCK may refer 

clients for loans to Key Bank. There are no referral fee arrangements between Key Bank 

and CAPROCK or Mr. Olson.  

Richard Rock, in his separate capacity, serves as the Managing Member and is the sole 

member of Xian Advisors LLC. Xian Advisors LLC provides business consulting and trust 

investment consulting services.  Mr. Rock also serves on the Advisory Board of The Westly 

Group as an unpaid advisor.  

Brian Pruniski, in his separate capacity, serves as General Partner of a private partnership. 

This partnership, which has one other Limited Partner, was established for commodity 

trading purposes solely for the two General Partners. This business entity exists solely for 

the General Partners and is for organizational purposes. This private partnership is not 

offered to the public or any CAPROCK advisory clients.  Mr. Pruniski, in his separate 

capacity, is a member of Penello Imports LLC, a ceramics import business. This company is 

not offered to the public or any CAPROCK clients. 

 

Greg Brown, in his separate capacity, serves as Principal of Delta Ventures, LLC, a venture 

development and private investment company. This entity is used as a vehicle for direct 

equity investments on behalf of the Principal in private companies, real estate and real 

assets. This private company is not offered to the public or any CAPROCK advisory clients.   

 

Matthew Weatherley-White, in his separate capacity, is a co-founder of RestWise, a web-
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based subscription application designed to assist athletes with training, recovery and 

performance.  This company is not offered to the public or any CAPROCK advisory clients.       

Item 11 – Code of Ethics, Participation in Client Transactions and 

Personal Trading 
 
CAPROCK has adopted a Code of Ethics expressing the firm's commitment to ethical 

conduct. CAPROCK's Code of Ethics describes the firm's fiduciary duties and 

responsibilities to clients, and sets forth CAPROCK's practice of supervising the personal 

securities transactions of supervised persons with access to client information. Individuals 

associated with CAPROCK may buy or sell securities for their personal accounts identical to 

or different than those recommended to clients. It is the expressed policy of CAPROCK that 

no person employed by CAPROCK shall prefer his or her own interest to that of an advisory 

client or make personal investment decisions based on the investment decisions of 

advisory clients. 

To supervise compliance with its Code of Ethics, CAPROCK requires that anyone associated 

with this advisory practice with access to advisory recommendations provide annual 

securities holdings reports and quarterly transaction reports to the firm's Chief Compliance 

Officer. CAPROCK requires such access persons to also receive approval from the Chief 

Compliance Officer prior to investing in any public equities, IPOs or private placements 

(limited offerings). 

CAPROCK requires that all individuals must act in accordance with all applicable Federal 

and State regulations governing registered investment advisory practices. CAPROCK's Code 

of Ethics further includes the firm's policy prohibiting the use of material non-public 

information. Any individual not in observance of the above may be subject to disciplinary 

measures. 

CAPROCK will provide a complete copy of its Code of Ethics to any client or prospective 

client upon request to the Chief Compliance Officer at CAPROCK’s principal address. 

It is CAPROCK’s policy that the firm will not affect any principal or agency cross securities 

transactions for client accounts. CAPROCK will also not cross trades between client 

accounts.  Principal transactions are generally defined as transactions where an adviser, 

acting as principal for its own account or the account of an affiliated broker-dealer, buys 

from or sells any security to any advisory client.  A principal transaction may also be 

deemed to have occurred if a security is crossed between an affiliated hedge fund and 

another client account.  An agency cross transaction is defined as a transaction where a 

person acts as an investment adviser in relation to a transaction in which the investment 
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adviser, or any person controlled by or under common control with the investment adviser, 

acts as broker for both the advisory client and for another person on the other side of the 

transaction.  Agency cross transactions may arise where an adviser is dually registered as a 

broker-dealer or has an affiliated broker-dealer. 

Item 12 – Brokerage Practices  

As CAPROCK does not have the discretionary authority to determine the broker/dealer to 

be used or the commission rates to be paid, clients must direct CAPROCK as to the 

broker/dealer to be used. In directing the use of a particular broker or dealer, it should be 

understood that CAPROCK will not have authority to negotiate commissions among various 

brokers or obtain volume discounts, and best execution may not be achieved. In addition, a 

disparity in commission charges may exist between the commissions charged to other 

clients. Not all advisers require their clients to direct brokerage. Directing brokerage may 

cost clients more money.  

CAPROCK participates in the Schwab Advisor Services ('SAS') program offered to 

independent investment advisers by Charles Schwab & Company, Inc. ("Schwab"), member 

FINRA/SIPC and the Fidelity Institutional Wealth Services (‘FIWS’) program, sponsored by 

Fidelity Brokerage Services LLC ("Fidelity"), member FINRA/SIPC. Schwab and Fidelity are 

unaffiliated SEC-registered broker dealers and FINRA member broker dealers. Clients in 

need of brokerage and custodial services will typically have Schwab recommended to them. 

As part of the SAS and FIWS programs, CAPROCK receives benefits that it would not receive 

if it did not offer investment advice.  CAPROCK has negotiated rates for client services with 

Charles Schwab.  

Many clients, when undertaking an advisory relationship, already have a pre-established 

relationship with a broker, and they will instruct CAPROCK to execute all transactions 

through that broker. In the event that a client directs CAPROCK to use a particular broker-

dealer, it is understood that under those circumstances CAPROCK will not have authority to 

negotiate commissions or to obtain volume discounts, and best execution may not be 

achieved. In addition, under these circumstances a disparity in commission charges may 

exist between the commissions charged to other clients.  

 

Since nearly all trades are conducted through Schwab Institutional, CAPROCK trade errors 

are corrected through Schwab Institutional.  CAPROCK trade errors that are corrected 

through Schwab Institutional and result in losses under $100 are covered by Schwab 

Institutional.  CAPROCK trade errors that result in gains less than $100 are kept by Schwab 

Institutional to minimize and offset its administrative time and expense. Trade errors that 
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Schwab corrects on behalf of CAPROCK and result in gains over $100 are donated by 

Schwab Institutional to a charity of its choosing or in certain situations, CAPROCK trade 

errors that may financially benefit a Client and can be corrected in a Client account without 

creating regulatory restrictions, will be corrected directly in the Client’s account. Subject to 

Schwab Error Desk approval, CAPROCK trade error gains & losses may be netted against 

each other if errors occur on the same trade date, or in some instances, within a few days of 

each other. CAPROCK has the responsibility to effect orders correctly, promptly and in the 

best interests of our clients. In the event any error occurs in the handling of any client 

transactions, due to CAPROCK’s actions, or inaction, or actions of others, CAPROCK's policy 

is to seek to identify and correct any errors as promptly as possible without disadvantaging 

the client or benefiting CAPROCK in any way. 

 

Generally, due to individual client portfolio management and as a manager of managers, 

CAPROCK has limited opportunities to achieve any client benefits by aggregating client 

orders.  The effectiveness of any aggregation will be considered in all trading decisions, but 

it should be recognized that client custodians charge individual ticket costs on all 

transactions and therefore trading cost savings are not achieved. Trade aggregation may be 

appropriate if CAPROCK elects to invest or divest all clients of a particular bond, ETF, stock 

or option, and should be specifically considered in such situations. CAPROCK’s policy is to 

aggregate client transactions when advantageous to clients.  In these instances clients 

participating in any aggregated transactions will be allocated an average share price and 

transaction costs will be shared equally and on a pro-rata basis. Where trade aggregation 

occurs, all participating clients shall receive an average share price and share equally any 

trading costs not directly attributable to their account as required by an account custodian 

(i.e., based on share size a custodian may charge different costs to different accounts). If an 

aggregated trade order is only partially filled, all participating clients will receive a pro rata 

share of the fill unless such distribution would result in minimal distributions to clients in 

which case those clients may be excluded from the allocation. In the event that transactions 

for employees or principals (“proprietary accounts”) are aggregated with client 

transactions, conflicts can arise with partial fills. As such, any block trades including 

proprietary accounts where there is a partial fill, CAPROCK client allocations will be filled 

first (i.e. before any proprietary account is filled). CAPROCK shall document any such 

exclusion and the reasons therefore on the Trade Order Memorandum regarding such 

trade.   
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Item 13 – Review of Accounts  
 

Reviews: 

Investment Advisor Services & Family Office Services:  

Investment management accounts are reviewed at least quarterly by CAPROCK. Individual 

securities held in client accounts will be continuously monitored by CAPROCK, while the 

firm will monitor all selected third-party managers on a quarterly basis. Accounts are 

reviewed in the context of each client's stated investment objectives and guidelines. More 

frequent reviews may be triggered by material changes in variables such as the client's 

individual circumstances, market conditions, or the political or economic environment. 

Reviews will be conducted by the lead Investment Advisor Representative for each client. 

Gregory Brown, Mark Gustafson, Richard Rock, William Gilbert Jr, Matthew Weatherley-

White are responsible for overseeing all account reviews for their client relationships.  

Other CAPROCK personnel including Andy Pazdan, Greg Giauque, Brian Pruniski Dallas 

Mock, Dan Yeung and Erik Jensen may also assist in the client quarterly review process.   

Consulting Services:  

Consulting client accounts will be reviewed as contracted for at the inception of the 

advisory relationship. The scope of review will vary by consulting client as outlined in the 

advisory agreement.   

Reports 

Investment Management and Family Office clients will receive monthly and/or quarterly 

statements and confirmations from their respective broker-dealer(s) and/or custodian(s). 

CAPROCK will provide reports as contracted for at the inception of the advisory 

relationship. 

Consulting clients will receive reports as contracted for at the inception of the advisory 

relationship. 

Item 14 – Client Referrals and Other Compensation 

 

Client Referrals 

CAPROCK may from time to time compensate, either directly or indirectly, any person 

(defined as a natural person or a company) for Client referrals. CAPROCK is aware of the 

special considerations promulgated under Section 206(4)-3 of the Investment Advisers Act 
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of 1940 and similar state regulations. As such, appropriate disclosure shall be made, all 

written instruments will be maintained by CAPROCK and all applicable Federal and/or 

State laws will be observed.  

Other Compensation 

As indicated under the disclosure for Item 12, SAS and FIWS each respectively provide 

CAPROCK with access to services, which are not available to retail investors. These services 

generally are available to independent investment advisors on an unsolicited basis at no 

charge to them. While there is no direct linkage between the investment advice given and 

participation in these programs, economic benefits are received which would not be 

received if CAPROCK did not give investment advice to clients. 

These services benefit CAPROCK but may not benefit its clients' accounts. Many of the 

products and services assist CAPROCK in managing and administering clients' accounts. 

Some of these other products and services that benefit CAPROCK advisory clients and assist 

CAPROCK in managing and administering client accounts include software and other 

technology platforms. These provide access to client account data (such as trade 

confirmations, current and historical account statements, gain/loss & cost basis reporting 

and 1099s); facilitate trade clearance & execution (including allocation of aggregated trade 

orders for multiple client accounts); provide research, pricing information and other 

market data; facilitate payment of CAPROCK’s advisory fees from client accounts; support 

client cash management services (including electronic bill-pay, ACH transactions, 

aggregated margin loans, Fed Wire & Schwab checking accounts); and assist with back-

office functions, recordkeeping and client reporting. 

 

Additional products and services which benefit CAPROCK advisory clients include: access 

to dedicated equity, mutual fund and fixed-income trading desks that serve program 

participants exclusively; access to an electronic communication network for client order 

entry, account information and access to no-load and no-transaction fee mutual funds 

which would generally require a significantly higher minimum initial investment or would 

otherwise be available only to institutional investment advisers.  These services may be 

used to service all or a substantial number of CAPROCK accounts. Recommended brokers 

also make available to CAPROCK other services intended to help CAPROCK manage and 

further develop its business enterprise. These services may include consulting, 

publications, web-casts and conferences on practice management, information technology, 

business succession, regulatory compliance, marketing and operations. CAPROCK does not, 

however, enter into any commitments with the brokers for transaction levels in exchange 

for any services or products from brokers. SAS and FIWS may discount or waive fees it 
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would otherwise charge for certain services, including conferences, due to CAPROCK's 

participation in these institutional programs. 

SAS and FIWS also make available to CAPROCK other products and services that benefit 

CAPROCK but may not always benefit client accounts. 

As a fiduciary, CAPROCK endeavors to act in its clients’ best interests. CAPROCK 

recommending that clients maintain their assets in accounts at SAS or FIWS may be based 

in part on the benefit to CAPROCK of the availability of some of the foregoing products and 

services. Further, this recommendation may not deliver benefits to a CAPROCK client 

related to the nature, cost or quality of services provided by the broker. As CAPROCK 

clients may receive no direct benefit from following such a recommendation, a potential 

conflict of interest may exist. 

Item 15 – Custody 

 

Clients should receive at least quarterly statements from the broker dealer, bank or other 

qualified custodian that holds and maintains client’s investment assets.  CAPROCK urges 

clients to carefully review such statements and compare such official custodial records to 

the account statements provided by CAPROCK.  Our statements may vary from custodial 

statements based on accounting procedures, reporting dates, or valuation methodologies of 

certain securities.   

 

CAPROCK undergoes an annual surprise financial exam (custody audit) in instances where 

it may have custody (as defined by the SEC) over client’s accounts.  The result of this 

custody audit may be found at www.adviserinfo.sec.gov.  

 

Private Fund investors will be provided an annual audited financial statement within 180 

days after the end of each fiscal year.   

Item 16 – Investment Discretion 

 

CAPROCK usually receives discretionary authority from the client at the outset of an 

advisory relationship to select the identity and amount of securities to be bought of sold. 

This authority will include the discretion to retain a third party money manager. Any 

limitations on this discretionary authority shall be included in CAPROCK’s Investment 

Advisor Agreement. Clients may change/amend these limitations as required. Such 

amendments shall be submitted in writing. In all cases, however, such discretion is to be 
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exercised in a manner consistent with the stated investment objectives for the particular 

client account. 

When selecting investments and determining amounts or selecting investment managers, 

CAPROCK observes the investment guidelines, limitations and restrictions of the clients for 

which it advises. Investment guidelines and restrictions must be provided to CAPROCK in 

writing. Clients may change/amend these limitations as required. Such amendments shall 

be submitted in writing. 

Item 17 – Voting Client Securities 
 
Proxy Voting: As a matter of firm policy and practice, CAPROCK does not accept the 

authority to and does not vote proxies on behalf of advisory clients. The responsibility for 

receiving and voting client proxies is either retained by the client or the responsibility of 

the independent managers. In the event any client may request assistance about the proxy 

voting process, CAPROCK may provide information to assist the client but the client, or 

independent manager, maintains the responsibility for receiving and voting any client 

proxies. 

Class Actions, Bankruptcies and Other Legal Proceedings: Clients should note that 

CAPROCK will neither advise nor act on behalf of the client in legal proceedings involving 

companies whose securities are held or previously were held in the client’s account(s), 

including, but not limited to, the filing of “Proofs of Claim” in class action settlements. If 

desired, clients may direct CAPROCK to transmit copies of class action notices to the client 

or a third party. Upon such direction, CAPROCK will make commercially reasonable efforts 

to forward such notices in a timely manner. 

Item 18 – Financial Information 

 

Registered investment advisers are required in this Item to provide you with certain 

financial information or disclosures about CAPROCK’s financial condition.  CAPROCK has no 

financial commitment that impairs its ability to meet contractual and fiduciary 

commitments to clients, and has not been the subject of a bankruptcy proceeding. 

 


