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FORM ADV PART 2 
BROCHURE 

This brochure prov ides inform at ion about  the qualificat ions and business pract ices of Brookstone 
Advisory I nc. (BAI ) . I f you have any quest ions about  the contents of this brochure, please contact  
us at  the any of the above. The inform at ion in this brochure has not  been approved or ver ified by 
the United States Securit ies and Exchange Com m ission or by any state securit ies author ity. 

Addit ional inform at ion about  BAI  is also available on the SEC’s website at  
www.adviser info.sec.gov.   The searchable I ARD/ CRD num ber for BAI  is CRD 105858. 

BAI  is a Registered I nvestm ent  Adviser. Regist rat ion with the United States Secur it ies and 
Exchange Com m ission or  any state secur it ies author ity does not  im ply a certain level of sk ill or 
t raining. 
 
 
 
 



MATERI AL CHANGES:   This brochure will be updated annually and when 
mater ial changes occur. Clients will receive copies of mater ial changes when 
they occur. 
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Advisory Business 

 
BAI  began its investm ent  advisory business in 1997. 

Leonard M. Mazur is its sole shareholder and em ployee. Mr. Mazur earned the following degrees:  
BSBA in Account ing (University of Florida)  1967, MBA (University of Flor ida)  1968, JD (New York 
University Law School)  1971, and LLM in Taxat ion (New York University Law School)  1975. Mr. 
Mazur is a m ember of the New York State Bar ( ret ired) ,  a Cert ified Public Accountant  (CPA)  and 
Cert ified Financial Planner (CFP* ) .  Mr. Mazur worked at  Arthur Andersen & Co. from 1971 to 1996 
and was a Tax Partner at  the t ime of his ret irem ent  from  that firm.  

BAI  primarily provides investm ent  supervisory services. BAI ’s services are based upon the 
ident ified financial needs of it s clients. Such services ordinarily include the following:  

1. I nit ial client  m eet ings to develop an understanding of the client ’s financial needs, financial 
resources, and expectat ions. Such m eet ings include discussions as to client  t im efram es, 
expected risk tolerance, income needs, and asset  class preferences. During this period net  
worth, liquidity needs and investment  assets are sum marized. BAI  and the client  discuss asset  
allocat ion, port folio diversificat ion, m anaging port folio r isk, and other investm ent , financial 
and econom ic topics. Based on the above, BAI  and the client  prepare an I nvest m ent  Policy  
St at em ent  ( I PS) .  The I PS contains the client 's chosen asset  allocat ion together with the 
allowable asset  allocat ion ranges by m aj or asset  class. BAI  also discusses and determ ines 
whether clients want  to im pose rest r ict ions on certain securit ies or types of securit ies. Such 
client  desired rest r ict ions are respected. 

2. Appropriate no- load or load waived m utual fund searches are conducted to determ ine the 
specific mutual funds to be purchased to implement  the IPS. Mutual funds included in the lists 
presented to the client will be based upon compatibility with the client's identified risk tolerance, 
asset class preferences, investm ent  obj ect ives and other relevant  cr it eria.  Such relevant  
cr it er ia include the history and investm ent  philosophy of the m utual fund's m anagem ent  
com pany and m anager, fund size, internal fund expenses and fees as well as consistency of 
performance both as to return and risk, At  least  two funds will be included for  each asset  
class, subclass or group of subclasses being considered. 

3. Clients are requested to establish accounts at  Fidelit y  I nvestm ents (Fidelit y) . BAI  then 
direct s the purchases of the m utual funds selected at  Fidelit y.  Both the client  and BAI  
subsequent ly receive t ransact ion confirm at ions, m onthly account  statem ents and other 
inform at ion direct  from  Fidelit y.  Generally,  BAI  discourages clients from  ut ilizing non 
Fidelit y accounts. (See Brokerage Pract ices sect ion below) . However, BAI  will provide 
comments to clients on non-Fidelity accounts when in its opinion it  has a sufficient  
understanding of the place of the account  in the client's overall financial/ investm ent  
program . In such cases, BAI  m ust  also have sufficient contact  with such account to enable it  
to understand the reasoning for the accounts investm ents and t ransact ions. 

4. BAI  m onit ors client  owned m utual funds on a cont inuous basis.  BA!  not i f ies client s of 
manager/ management  style changes and other significant  events affect ing individual 
funds as it  is made aware of them. 

5. BAI  prepares port folio and fund performance reports on a quarterly basis. The reports 
compare the port folio and funds to appropriate market and asset class indices, chosen asset  
allocation and other benchm arks as agreed with the client . Port folio rebalancing to com ply 
with the IPS is reviewed. 

6. Client s are request ed to discuss any changes in t heir  f inancial sit uat ion as they ar ise.  
7. BAI  does not  recommend invest ing in individual securit ies or industry sectors. I f such 

investments are contained in client  accounts, the client  is aware that  BAI  will not  provide 
specific investm ent  oversight  of the individual security .  BAI  will assist  clients in 
understanding the potent ial tax consequences relat ing to acquisit ion and disposit ions of 
securit ies. 

8. BAI  also provides business, tax and financial planning advice where it  is requested by the 
client  and deemed within t he scope of its expertise by BAI . Client issues outside BA1's 
expertise are referred to appropriate specialists selected by the client  or recom m ended by 
BAI . 

9. Clients may terminate their investment  advisory services agreement  with BAI  by providing 
not ice of such act ion to BAI .  Upon receipt  of not ice, BAI  will compute a daily prorated fee 
reduct ion and issue the client  a refund for the unearned port ion of the prepaid quarterly 
fee. 

 



10. BAI  does not  part icipate in Wrap Fee Programs. 
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While BAI  recom m ends the process described above to all it s clients, clients m ay elect  t o revise 
the process. BAI  accepts adj ustm ents to it s recom m ended process when it  believes the client ’s 
revised process assures both part ies understand their  responsibilit ies, subsequent  act ions and 
potent ial outcom es of t he agreed act ions. 

At  Decem ber 31, 2011 BAI  m anaged $50,000,000 on a discret ionary basis.  BAI  discret ion is 
lim ited to purchasing and selling securit ies in client  m anaged accounts at  Fidelit y without  prior  
client  not ificat ion. 

Neither BAI  nor Leonard M. Mazur are act ively engaged in any business other than providing 
investm ent  advisory services. 

Fees and Com pensat ion 

I nvestm ent  supervisory services are billed quarterly  in advance, based upon the applicable 
percentage of the value of assets supervised at  prior quarter end under BAI ’s fee schedule. BAI ’s 
fee schedule is 1%  annually on the first  $1,000,000 and 0.50%  thereafter .  Fees for  non-prof it  
organizat ions are 0.50%  annually .  Fees are billed quarterly at  one quarter of the annual 
percentage fee. Fees are direct ly charged by BAI  t o the client ’s Fidelit y accounts. Clients' monthly 
statements report  the fee charged by BAI .  BAI  will begin to enclose in each quarterly report  an 
analysis of its quarterly fee (assets under management at prior calendar quarter end x annual fee 
percentage divided by 4)  with its first  quarter 2012 report .  BAI's fees do not  include mutual fund 
operat ing and m anagem ent  expenses, security purchase and sale com m issions, custodian fees and 
other expenses charged by part ies other than BAI . Also see the Brokerage Pract ises sect ion of this 
report . 

BAI ’s fees are non-negot iable.  

BAI  does not  charge a separate or addit ional fee for its financial planning/ advice services. 

Clients term inat ing their relat ionship receive a prorated refund of the advance quarterly fee 
based upon total client  days vs. days in the quarter. 

Neither BAI  nor Leonard M. Mazur receive any m onetary com pensat ion other than that  stated 
above. 

 

Perform ance- Based Fees and Side by Side Managem ent  

BAI  does not  receive any perform ance based fees. 

 

Types of Clients 

BAI ’s clients are generally (over 80% )  high net  worth individuals.  Services are provided to their 
fam ily m em bers, individual accounts, IRAs, t rusts and partnerships.  BAI  also provides services to 
non-high net  worth individuals, non-profit  organizat ions and corporat ions. 
 
 
Methods of Analysis, I nvestm ent  St rategies and Risk of Loss 
 
BAI  ut ilizes historical and various sources of projected capital m arkets data to assist  clients in 
choosing their asset  allocat ion/ port folio diversificat ion st rategy. Mutual Funds offered for client  



port folio select ion are based upon (1)  an analysis of the mutual fund’s managem ent  com pany,(2)  
the fund’s m anager/ managem ent  team’s hist ory ,  ( 3) the fund’s invest m ent  philosophy and 
consist ency in apply ing such philosophy,  ( 4) in ternal expenses and m anagem ent  fee and (5) the 
fund’s historical perform ance (both return and risk)  relat ive to it s peer group. BAI  does not  
engage in st rategic or tact ical m arket  t im ing. 

BAI ’s services to clients are based upon a long term  st rategic asset  allocat ion select ion, current  
m onitoring of both the port folio’s allocat ion consistency with t he client ’s I PS and the indiv idual 
m utual fund’s relat ive perform ance in it s peer group. St rategic asset  allocat ion goals are 
adjusted when necessary to reflect  changes in the client ’s personal situat ion. 

Client  port folio’s are therefore subject  to periodic market  downturns. Addit ionally, underperformance 
by the individual mutual funds ut ilized in the client ’s port folio negat ively affect  the port folio’s value 
and ability to achieve the client ’s long term financial goals. I nvest ing in securit ies involves risk of 
loss which clients should be prepared to bear 
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Disciplinary I nform at ion 

Neither BAI  nor Leonard M. Mazur have been or are the subject  of any legal or disciplinary act ions 
relat ing to the advisory business or integrity of it s m anagem ent . 

 

Other Financial I ndustry Act ivit ies and Affiliat ions 

Neither BAI  nor Leonard M. Mazur have any relat ionships with related part ies which are m aterial to 
the advisory business. 

 

Code of Ethics, Part icipat ion or I nterest  in Client  Transact ions and Personal Trading 
 

BAI 's Code of Et hics is based upon t he pr inciple t hat  it  has a f iduciary dut y  t o place it s clients' 
int erest s ahead of it s own interests. This m eans that  BAI  and it s principal will not  1. take act ion 
for  their benefit  which m ight  knowingly harm  a client ;  2.  t ake gift s or  opportunit ies from  
persons seeking to do business with BAI  which could be perceived to affect  the exercise of t heir  
independent  j udgm ent  or 3. take or forego other act ions which could have the appearance of 
negat ively affect ing their  fiduciary duty. 

Leonard M. Mazur and his fam ily m em bers do invest  in m utual funds in which clients have 
investm ents and m utual funds in which no BAI  client  is known t o have investm ent s.  Mutual 
funds are sold at  net  asset  value and Mr. Mazur and his fam ily's purchases and sales do not  
affect  the cost  or value of the m utual fund. Thus the exist ence and t im ing of such ownership has 
neither a negat ive or  posit ive im pact  on client  port folio values. BAI  and Leonard M. Mazur do 
not  buy or sell securit ies to clients. 

Brokerage Pract ices 
 
BAI  recom m ends Fidelity to it s clients to serve as their broker-dealer. BAI  has a cont ractual 
relat ionship with Fidelity's financial advisor program  which services financial advisors (e.g. BA! )  
and their clients. BAI  receives both proprietary and third party research, software, and other 
m aterials and services which allow it  to access client  inform at ion, execute t rades and carry out  
other client  related act ivit ies. The inform at ion and services which BAI  receives are available to 
all financial advisors associated with Fidelit y and are sim ilar to those provided to financial 
advisors by other broker-dealers. No known goods or services are received based upon account  
size, t rading act ivit y or other factors.  BAI ’s abilit y to obtain research and other products and 
services without  cost  t o it  provides a benefit  which is available due to having it s clients establish 
accounts at  Fidelit y. Thus, BAI  has an incent ive to recom m end Fidelit y to it s clients based upon 
its interest  in receiving research, products and services rather than the client ’s receiving m ost  
favorable execut ion.   BAI  believes that  the benefit  of consolidated report ing and cent ralized 

 



adm inist rat ion provided by Fidelit y support  it s recom m endat ion to clients to use Fidelit y. BAI  
believes that  the com m issions and fees charged by Fidelit y are sim ilar to those charged by other 
broker-dealers. However, use of a different  broker-dealer m ay result  in a different  com m ission 
or fee, either lower or higher, for a t ransact ion or account . No- load and load waived m utual 
funds (which are used alm ost  exclusively in BAI ’s pract ice)  are sold at  Net  Asset  Value;  
therefore, all t ransact ions are executed at  the m ost  favorable price. BAI  receives no referrals 
from  Fidelit y.  BAI  periodically reviews the costs ( fees, com m issions, et c.)  and services (client  
retail locat ion access to their accounts, research, depth and scope of products available, etc.)  
provided at  Fidelit y against  those providing at  com pet ing brokerages to assure it self that  the 
such costs and services are com pet it ive.  
 
Review  of Accounts 
 
BAI  ( i.e.  Leonard M. Mazur)  reviews client  accounts at  least  quarterly in connect ion with the 
preparat ion and com m unicat ion of it s writ ten quarterly perform ance reports to clients. Quarter ly 
report s include the following:  consolidated account  value at  quarter end com pared to prior 
quarter end adusted for  cont r ibut ions and withdrawals, t im e weighted quarter return, m ult iple 
period port folio returns com pared to sam e period st rategic benchm ark, list ing of consolidated 
client  holdings showing tax cost , quarter end m arket  value, gain/ loss, percentage change;  
schedule showing asset  holdings by asset  allocat ion sector;  various index returns for the quarter 
and prior periods; m utual fund sum m ary pages showing all funds owned and a separate 
inform at ion page for each fund.  Client  accounts are also reviewed during the quarter based 
upon m arket  volat ilit y, changes in a m utual fund’s m anagem ent  or investm ent  philosophy, 
econom ic condit ions and sim ilar events. 
 
Client  Referra ls and Other Com pensat ion 
  
BAI  does not  com pensate anyone for referrals or receive econom ic benefits from  non-clients for 
investm ent  or advisory services. 
 
 

 
Custody 
 
BAI  is deem ed to have custody of client  funds as clients have given perm ission for  it  to direct ly 
charge their accounts for it s fees.  BAI  does not  have other indicia of custody of client  funds or 
securit ies. BAI  will provide quarterly billing statem ents to it s clients showing the am ount  and 
com putat ion of it s quarterly fee.  Clients are inform ed that  they should review BAI ’s quarterly 
account  statem ents and com pare them  to the sam e period statem ents received from  their 
broker-dealer.   BAI  asks that  it  be not ified of any discrepancy noted. 
 
I nvestm ent  Discret ion 
 
BAI  investm ent  advisory cont ract  and Fidelit y ’s account  applicat ion provide BAI  with the 
authority to init iate and execute security purchases and sales in it s client  accounts without  client  
preapproval; i.e. discret ionary authority.  Clients m ay rest r ict  BAI ’s discret ionary authority, as 
explained above, by so indicat ing to BAI . 
 
 
Vot ing Client  Secur it ies 
 
BAI  does not  have authority to vote client  secur it ies.  Clients receive their proxies direct ly form  
their custodian.  Clients can contact  BAI  t o discuss proxy vot ing issues. 
 
Financia l I nform at ion 
 
BAI  does not  m eet  the regulatory requirem ents to publish it s financial inform at ion. 
 
Addit ional I nform at ion 
 
BAI  accepts as new clients only those persons personally known to it  or referred from  a known 
and respected source. BAI  engages in no act ive m arket ing to at t ract  new clients. 
 
REQUIREMENTS FOR STATE REGISTERED ADVI SORS 



 
All inform at ion requested in this sect ion has been provided in this brochure in previous sect ions. 
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