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Item 1 – Cover Page 

ESSEX ASSET ADVISORS, INC. 

104 MAIN STREET, SUITE 1 

IVORYTON, CT 06442 

860-581-8437 

September 2012 
This Brochure provides information about the qualifications and business practices of 
Essex Asset Advisors, Inc. (“Essex”, the “Company”, “us”, “we”, “our”). If you have any 
questions about the contents of this brochure, please contact us at 860-581-8437. The 
information in this brochure has not been approved or verified by the United States 
Securities and Exchange Commission (“SEC”) or by any state securities authority.  

We are a registered investment adviser with the Securities and Exchange Commission. 
Our registration as an investment adviser does not imply any level of skill or training.   
Additional information about Essex is also available on the SEC’s website at 
www.adviserinfo.sec.gov (click on the link, select “investment adviser firm” and type in 
our firm name). Results will provide you with both Parts 1 and 2 of our Form ADV. 
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Item 2 – Material Changes 

This is Essex’ “initial” filing of its Form ADV Part 2 or “Disclosure Brochure” dated 
September 2012. This Disclosure Brochure was developed in response to new 
requirements adopted and imposed by the SEC under the Investment Advisers Act of 
1940 (Advisers Act).   

For future filings, this section of the Disclosure Brochure will address only those 
“material changes” that have been incorporated since our last delivery or posting of this 
Disclosure Brochure on the SEC’s public disclosure website (IAPD) at 
www.adviserinfo.sec.gov.   

We may, at any time, update this Brochure and send to you an updated copy including 
a summary of material changes, or a summary of material changes that includes an 
offer to send you a copy [by electronic means (email) or in hard copy form].  

If you would like another copy of this Brochure, please download it from the SEC 
website or you may contact Daniel C. Shane at 860-581-8437, or via email at 
chris.shane@essexassetadvisors.com 
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Item 4 – Advisory Business 

Firm Description  

Essex is a corporation organized under the laws of the State of Delaware on November 
22, 2011. Essex is wholly owned by Daniel C. Shane, who is also the Chairman of the 
Board and Chief Compliance Officer (“CCO”) of the Company. We have chosen to 
register as an investment adviser with the SEC and to notice file with the state of 
Connecticut, in order to provide the investment advisory products and services 
described within this document. As a new investment adviser, we have no assets under 
management. 

We offer investment advisory services primarily to private funds, individuals including 
high net worth individuals (typically family and friends), pension plans, charitable 
organizations, insurance companies and other corporations or entities that qualify as 
Qualified Institutional Buyers (“QIBs”) as that term is defined in the Securities Act of 
1933. This Brochure provides you with information regarding our qualifications, 
business practices, and the nature of advisory services that should be considered 
before becoming our advisory client.  

Please contact Daniel C. Shane, Chairman and CCO, at 860-581-8437, or via email at 
chris.shane@essexassetadvisors.com, if you have any questions about this Brochure.  

Mr. Shane is appropriately licensed and qualified as Investment Advisor 
Representatives (“IARs”) to provide advisory services on our behalf.  

Below is a description of our services, including, but not limited to, our basic fee 
schedules; a description of how fees are charged, whether fees are negotiable, when 
compensation is payable, refund policies and other applicable information. For more 
detail on any product or service please reference the advisory agreement or speak with 
us. 

Description of Advisory Services 

Essex provides fixed income investment supervisory services and manages investment 
portfolios tailored to achieve its clients’ objectives and risk tolerance. 

How Advisory Services are Tailored to Individual Client Needs  

Essex manages portfolios in a manner that is consistent with each advisory contract 
and each client’s investment policies or objectives. The contract or an addendum will 
indicate any restrictions or limitations (as applicable) on certain securities or types of 
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securities. These restrictions often are based on the client’s investment objectives, 
goals and risk profile and are driven by the nature of the operations of institutional 
clients (pension plans, charitable organizations, insurance companies, etc.) and by the 
investment goals and risk profile of individual clients (retirement, college, general 
savings, etc.). Once these conditions are known, Essex can design an appropriate 
investment strategy to manage the account or determine that due to particular 
conditions Essex cannot adequately implement its strategies. Essex generally manages 
investments on a discretionary basis. 

Wrap fee programs 

Essex does not participate in wrap fee programs.  
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Item 5 – Fees and Compensation 

How is Essex Compensated for Advisory Services 

Separately Managed Accounts 

Essex charges an asset under management fee for all separately managed accounts. 
Clients will pay on an annual basis, a sum generally ranging from 0.50% to 2%.  Fees 
are payable in quarterly arrears. At the end of each month market value is calculated 
and multiplied by 1/12 of the annual investment management fee and aggregated 
quarterly for payment. Fees may be negotiable based on previous relationships and 
other factors, such as aggregate level of assets within the business. In addition, Essex 
may charge a performance based fee that may range from 15% to 30% of net capital 
appreciation based on the size of the account, which will be paid annually in arrears.  

Fees may be waved in whole or in part, for varying periods of time, at the sole discretion 
of Essex.  Fees may vary based on the investment objective of the account, account 
type, size and other factors. You may terminate your agreement, without penalty, within 
five (5) days of execution of the advisory agreement. Thereafter, you may terminate the 
agreement by giving prior written notice of sixty days to the other party in which case 
fees will be prorated from the start of the current billing period through the termination 
date.  

Consulting Services 

Essex provides consulting services on a project by project basis and fees may vary 
greatly based on the scope of the arrangement. Essex will charge a flat fee that could 
range from $10,000 to over $100,000 depending on the scope of services. Flat rate 
projects will be invoiced quarterly in arrears. The fees charged are calculated as 
described above and are not charged on the basis of a share of capital gains or capital 
appreciation of the assets or any portion of the assets of an advisory client. 

Deduction of Fees from Invested Assets 

Essex’s fees will either be paid directly by the client or disbursed to the Company by the 
qualified custodian of the client’s investment accounts, subject to prior written consent 
of the client. The custodian, if responsible for the debiting and disbursement of fees, will 
deliver directly to the client a monthly and/or quarterly account statement showing all 
investment and transaction activity for the period, including fee disbursements from the 
account. In addition, Essex will provide each client an invoice disclosing the fee owed or 
to be debited and the calculation used to determine the fee. 
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Other Compensation Received 

Essex is not paid any sales, service, or administrative fees for the sale of any 
investment products. 

Other Types of Fees or Expenses 

Our fee is exclusive of, and in addition to, brokerage commissions, transaction fees, 
custodial costs and other related costs and expenses, which shall be incurred by you. 
Please also refer to Items 11 and 12 for additional discussion of our brokerage 
practices.   
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Item 6 – Performance-Based Fees and Side-By-Side Management 

Essex is eligible to receive a performance fee for managing certain client’s accounts 
which could create an incentive for Essex to focus more on the performance fee 
structured account than a flat fee or assets under management (AUM) fee based 
account. Managing accounts that receive the same basic investment advice under two 
different fee based formats is often referred to as side by side management and doing 
so creates some conflicts of interest. For example, because the advisory fees payable 
to Essex by the account charged a performance fee may exceed advisory fees payable 
in other formats, Essex may be viewed as having an incentive to favor one account (the 
performance fee account) over other accounts in its trading activities. Essex’s activities 
on behalf of the performance fee account may increase the level of competition among 
client accounts for the execution of the same or similar transactions. Essex believes it 
has created and implemented internal allocation policies and procedures to address 
these conflicts. Please reference Item 12 for a description of Essex’s allocation 
procedures. 
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Item 7 – Types of Clients 

Essex provides investment advisory services to individuals and institutions. These may 
include: 

• High net worth individuals and families, 

• Endowments, 

• Foundations, 

• Other charitable organizations, 

• Public/government-related clients, 

• Pension and profit sharing plans, 

• Insurance companies, 

• Corporations, 

• Individual retirement plans, 

• Trusts, 

• Estates, and 

• Other taxable individual accounts. 

Although we generally target institutional or high net worth clients with a minimum of 
$5,000,000 million of investable assets, from time to time we will waive the account 
minimum depending on the client relationship, client service requirements and certain 
circumstances. 
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Item 8 – Methods of Analysis, Investment Strategies and Risk of Loss 

Method of Analysis and Investment Strategy 

Essex employs a rigorous investment process to evaluate potential opportunities and 
investments and may use a variety of proprietary and non-proprietary research models 
and methods in its analyses. Essex’s investment process includes the following: 

• Reading through confidential information memorandums and other information 
on proposed investments. 

• Gathering additional due diligence information from external public sources in 
reference to the prospective investment. 

• Evaluating the credit, the borrower, deal structure, financial performance and 
other risks and mitigants in a transaction. 

• Maintain ongoing dialogue with industry participants in order to answer critical 
due diligence questions that will determine Essex’s level of interest  

• Working to determine the level of interest in a deal and appropriate commitment 
amount, given specific deal metrics and current portfolio concentrations. 

For all portfolios, Essex applies top-down and bottom-up analysis on every security that 
is a candidate for investment based on clients’ investment policies and restrictions and 
limitations. Top-down analysis is done to establish the sector outlook, originator/servicer 
profile and relative value. The fixed income team uses bottom-up analysis to review the 
individual characteristics of a given security. These characteristics include the type of 
collateral supporting the security, the prepayment and default characteristics of the 
underlying collateral, and the deal structure. Essex reviews various interest rate 
scenarios to estimate how a given security will react and the risk that the security’s 
average life will extend or shorten. For asset-backed securities, the team examines: 
distributions to identify any outliers in distribution; collateral characteristics to identify 
any underwriting “drift;” and collateral characteristics to peer deals to determine if risk is 
adequately priced in the market. The goal is to determine: what level of loss results in 
reduced yield and lost principal; historical experience of the sector and originator, 
whether the level of credit enhancement appears consistent with collateral risk and 
consistent with peers, and what combination of characteristics and scenarios impact 
ratings. Essex also applies quantitative and qualitative methods to ensure performance 
of the portfolio, including analyzing trends, monitoring commentary, investigating 
discrepancies in remittance reports, and monitoring collateral characteristics. 
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Essex is responsible for initial investment due diligence, proper allocation of 
investments, monitoring of investments (e.g., - as applicable -collateral review, model 
creation, interest diversion and coverage, ratings of holdings, etc.), and processing of 
transactions.  

Risk of Loss 

General 

All markets fluctuate substantially over time. As recent global and domestic economic 
events have indicated, performance of any investment is not guaranteed. As a result, 
there is a risk of loss of the assets which Essex manages that may be out of our control. 
Essex cannot guarantee any level of performance or that clients will not experience a 
loss of their account assets. There is no assurance that Essex will be able to generate 
returns or that the returns will be commensurate with the risks inherent in our 
investment strategy. The marketability and value of any such investment will depend 
upon many factors beyond the control of Essex. Therefore, a client should only invest if 
the client can withstand a total loss of its investment. Past investment performance 
cannot be taken to guarantee future results of any account. 
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Item 9 – Disciplinary Information 

We do not have any legal, financial or other “disciplinary” items to report. We are 
obligated to disclose any disciplinary event that would be material to you when 
evaluating a client/adviser relationship.  
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Item 10 – Other Financial Industry Activities and Affiliations 

Neither Essex nor any of our management persons are registered, or have an 
application pending to register, as a broker-dealer, futures commission merchant, 
commodity pool operator, commodity trading adviser or an associated person (or 
registered representative) of the foregoing entities. 

In addition, neither Essex nor any of our management persons have any relationship or 
arrangement with a related person and any type of person listed below that is material 
to our advisory business or the Company’s clients: 

• Broker-dealer, municipal securities dealer, or government securities dealer or 
broker; 

• Other investment adviser or financial planner; 

• Investment company or other pooled investment vehicle; 

• Futures commission merchant (or commodity pool operator or commodity trading 
advisor); 

• Banking or thrift institution; 

• Accountant or accounting firm; 

• Lawyer or law firm; 

• Insurance agency; 

• Pension consultant; 

• Real estate broker or dealer; or 

• Sponsor or syndicator of limited partnerships. 
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Item 11 – Code of Ethics, Participation or Interest in Client 
Transactions and Personal Trading 

A. Code of Ethics 

Essex has in place a Code of Ethics and Insider Trading policies and procedures (the 
“Rules”), which covers insider information, personal trading, conflicts of interest, 
information barriers (also known as Chinese walls) and confidentiality. The Rules also 
establish policies regarding other matters such as outside employment, the giving or 
receiving of gifts, and safeguarding portfolio holdings information. 

The Rules are designed to ensure that Essex personnel:  

•  Observe applicable legal and ethical standards (including compliance with 
applicable state and federal securities laws) in the performance of their 
duties; 

•  At all times place the interests of Essex’s clients first;  

•  Disclose to all clients actual or potential conflicts;  

•  Adhere to the highest standards of loyalty, candor and care in all matters 
relating to its clients;  

•  Conduct all personal trading consistent with the Rules and in such a manner 
as to avoid any actual or potential conflict of interest or any abuse of their 
position of trust and responsibility; and  

•  Not use any material non-public information in securities trading. 

Under the Rules, Essex personnel must act with integrity and honesty at all times, and 
must apply the following principles: 

•  Must not use their position to gain an unfair advantage for themselves or 
another person or cause detriment to Essex’s clients; 

•  Act in the best interests of Essex, and where there is a conflict of interest, 
give priority to the interests of Essex's clients; 

•  Must not trade in any financial products or procure another person to trade in 
financial products while in possession of material non-public information; 
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•  Must not communicate or disseminate material non-public information to 
another person; 

•  Avoid and/or disclose any conflicts between their personal interests and 
Essex clients;  

•  Uphold fiduciary responsibilities; 

•  Ensure personal trading is on a scale that reflects the individual’s financial 
ability and does not conflict with their normal employee duties; and 

•  Ensure personal trading does not contravene other legal requirements. 

Essex has implemented a personal trading policy as part of the Rules setting out the 
procedures to be followed in relation to trading financial products in a personal capacity: 

•  Access Persons (defined as investment personnel which includes Investment 
Committee members, officers of Essex, and other designated persons) must 
report all personal transactions in securities not otherwise exempt under the 
Rules; and  

•  Personnel must also comply with the Essex Code of Ethics. 

The Code of Ethics is available to clients and prospective clients from Essex upon 
request. You may contact Daniel C. Shane at 860-581-8437 or 
chris.shane@essexassetadvisors.com. 

B. Material Financial Interests of Essex or a Related Person 

Essex does not engage in principal trading (i.e., the practice of selling stock to advisory 
clients from a firm’s inventory or buying stocks from advisory clients into a firm’s 
inventory). In addition, Essex does not recommend any securities to advisory clients in 
which it has some proprietary or ownership interest. However, IARs may buy or sell for 
their own accounts, securities that are also held by their clients. Conversely, they may 
buy and sell securities for client accounts which they themselves may own. Such 
transactions are permitted if in compliance with our Policy on Personal Securities 
Transactions and the clients’ orders will take precedence when investing at the same 
time. Reports of personal transactions in securities by our IARs are reviewed by the 
firm’s CCO quarterly or more frequently if required. 
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C. Conflicts of Interest Created by Contemporaneous Relationships and 
Allocation of Investment Opportunities 

 1.  Allocation of Investment Opportunities 

When orders are generated, the decision on which accounts should participate, and in 
what amount, is based on the type of security or other asset, the present or desired 
structure of the various portfolios and the nature of the account’s goals. Other factors 
include risk tolerance, tax status, permitted investment techniques, the size of the 
account and settlement and other practical considerations.  

D. Principal and Cross Transactions 

It is Essex’s policy that the firm will not make any principal or agency cross securities 
transactions for client accounts. However, the firm may direct a “cross trade” of 
securities between client accounts. 

Cross trade definition: Essex may arrange for one client account to purchase a security 
directly from another client account through a broker- dealer. Essex will seek to obtain a 
price for the security from one or more independent sources. Our firm is not a broker-
dealer and receives no compensation from a cross trade. However, the broker-dealer 
facilitating the cross trade normally charges administrative fees to the clients' accounts.  

Essex may direct a cross trade when the firm believes that the transaction is in the best 
interest of our clients, that no client is being disfavored by the transaction, and that the 
transaction receives the best execution. 
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Item 12 – Brokerage Practices  

Broker Analysis 

Essex continuously monitors and evaluates the performance and capabilities of brokers 
that we utilize for our client accounts to ensure consistent quality. 

In certain instances, Essex will recommend to clients certain custodians based on the 
needs of the individual client, taking into consideration the nature of the services 
required, the experience of the custodian, the cost and quality of the services, and the 
reputation of the custodian. The final determination to engage a custodian 
recommended by Essex will be made by and in the sole discretion of the client. The 
client recognizes that custodians have different cost and fee structures and trade 
execution capabilities. As a result, there may be disparities with respect to the cost of 
services and/or the transaction prices for securities transactions executed on behalf of 
the client. Clients are responsible for assessing the commissions and other costs 
charged by the custodians. 

Research and Other Soft Dollar Benefits  

Essex does not accept soft dollar benefits.  

Brokerage for Client Referrals  

Essex does not direct brokerage in exchange for client referrals.  

Directed Brokerage  

Occasionally, clients may direct Essex to use a particular broker-dealer to execute 
portfolio transactions for their accounts or request that certain types of securities not be 
purchased for their accounts. Clients who designate the use of a particular broker-
dealer should be aware that such client trades are typically effected after the trades of 
clients who have not directed the use of a particular broker-dealer. This may subject the 
client to inferior trade execution prices as well as higher commissions. 

Trade Aggregation 

Essex may aggregate trades (i.e., block trading). We will be doing block trading where 
possible and when advantageous to you. Block trading permits the trading of aggregate 
blocks of securities composed of assets from multiple accounts so long as transaction 
costs are shared equally and on a pro-rated basis between all accounts included in any 
such block. Block trading allows us to execute trades in a more timely, equitable and 
efficient manner and to seek to reduce overall commission charges to you. 
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Item 13 – Review of Accounts  

Monitoring of Accounts  

The CCO/Chairman is responsible for reviewing and monitoring the portfolios/accounts 
investments on a daily basis. He responsible for identifying, evaluating, structuring and 
negotiating investments, overseeing the ongoing management of the investments, and 
any possible oversight of financings, recapitalizations, securities and dispositions.  

Review triggers 

Essex continually monitors each client’s performance and investments.  

Reports to Clients  

Essex expects to meet as needed with clients to review each of the following elements: 
 

a. review your goals, objectives and risk tolerance; 

b. evaluation of  the strategy which has been employed; and 

c. evaluation of performance. 
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Item 14 – Client Referrals and Other Compensation 

We currently do not receive an economic benefit from a non-client for providing 
investment advice or other advisory services to our clients, or pay referral fees to third 
parties. 
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Item 15 – Custody 

We do not have custody of client funds or securities; however, upon written consent to 
the custodian from you, the custodian can pay us the fees from your account.  We will 
send you an invoice identifying the advisory fee and the calculation used to reach that 
fee. In addition, the custodian will send to you monthly and/or quarterly an account 
statement identifying the amount of funds and each security in the account at the end of 
period and setting forth all transactions in the account during that period including the 
amount of advisory fees paid directly to us. Clients should carefully review the 
statements received from the custodian with those you receive from us. Clients should 
immediately inform us of any discrepancy noted between the custodian records and the 
reports clients receive from us. 
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Item 16 – Investment Discretion 

Upon receiving written authorization from you, we shall supervise and direct the 
investments of and for the account on a discretionary basis without prior consultation 
with you; subject, however, to such limitations and restrictions as you may impose in the 
Investment Advisory Agreement, or may hereafter impose by written notice to us. 

Generally, there are no limitations on: 

• The securities we will purchase or sell, 

• The amount of the securities we will purchase or sell, 

• The broker or dealer we will use to execute a transaction, and 

• Commission rates paid (as applicable). 

Our discretionary authority over your account(s) excludes withdrawal authorization of 
cash and/or securities from the account(s). Account(s) withdrawal can only be 
authorized by your Letter of Instructions. 
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Item 17 – Voting Client Securities (i.e., Proxy Voting) 

Based on the types of securities we invest in we do not vote, or accept, authority to vote 
client securities. If applicable, clients will receive their proxies or other solicitations 
directly from the custodian. Clients can contact Essex or the custodian directly should 
they receive any particular solicitation. 
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Item 18 – Financial Information 

Essex does not require or solicit prepayment of fees in excess of $1,200 and six months 
or more in advance. The Company is not subject to any financial condition that is 
reasonably likely to impair its ability to meet contractual commitments to our clients.  In 
addition, we are not currently, nor at any time in the past ten years been the subject of a 
bankruptcy petition. 
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Item 19 – Requirements for State-Registered Advisors 

We are an SEC registered investment adviser so this section is not applicable. 


