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This brochure (the “Brochure”) provides information about the qualifications and business practices of 
Foundry Partners, LLC (“Foundry Partners,” the “Advisor,” or the “Firm”).  If you have any questions 
about the contents of this brochure, please contact our Chief Compliance Officer (“CCO”), Stacy 
Kleven, at 612-376-2863 or email skleven@foundrypartnersllc.com.  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. 
 
Additional information about Foundry Partners is also 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 Foundry Partners, LLC is 164863. 

 

Any reference to Foundry Partners as a “registered investment adviser” or as being “registered,” 
does not imply a certain level of skill or training. 
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Item 2: Material Changes 
 

 

This section describes the material changes to our business since the last annual amendment of our 
Part 2A of Form ADV on February 1, 2013. 
 
Our former Chief Compliance Officer, Royce Carson left the organization and Stacy Kleven joined 
our firm as the Chief Compliance Officer on June 17, 2013. 
 
On September 23, 2013, Chad Klatt joined the firm as a Growth Portfolio Manager.  On September 
30, 2013, our Mid Cap Growth Portfolio Manager, Jon Fisher left the organization for other 
opportunities. 
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Item 4:  Advisory Business 

 

Foundry Partners is an investment advisory firm established in September, 2012 and 
organized under the laws of Delaware.  Foundry Partners is owned by Rosemont Partners III, 
L.P. (“Rosemont Partners”) and its affiliated entities, and Foundry Management Partners, LLC. 
 
Foundry Partners’ primary business activities consist of discretionary management of client 
assets.  Foundry Partners generally invests client assets in domestic and international 
exchange listed securities and over-the-counter securities.  These securities may include, but are 
not limited to: (i) domestic and international equities, including American Depositary Receipts 
(“ADRs”); (ii) domestic convertible preferred shares; (iii) futures and forward contracts; (iv) 
U.S. Government securities; (v) real estate investment trusts (“REITs”); (vi) investment 
company securities, including open-end and closed-end funds; and (vii) exchange traded funds 
(“ETFs”).  Foundry Partners manages to specific client investment mandates, which may include 
investment, security, and/or trading restrictions.  Clients within each investment strategy 
share similar investment objectives.   
 
Foundry Partners primarily provides investment management services to individuals in wrap 
fee programs, high net worth individuals, pension and profit sharing plans, trusts, estates, 
charitable organizations, government plans and municipalities, and other legal entities. 
 
As of August 31, 2013, Foundry Partners had approximately: 

 
Discretionary Assets $1,126,654,557 
Non-Discretionary Assets $    807,894,670 
Total $1,934,549,227 

 
Investment advisory services create a fiduciary relationship with you.  This means that we must 
place your interests above our own.  This brochure explains your rights and obligations in 
providing you with advisory services.  Please read it carefully and keep it for your records. 
 

Item 5: Fees and Compensation 
 

Foundry Partners is generally compensated for its investment advisory services based on a 
percentage of assets under management.  Foundry Partners may negotiate fees for its 
investment advisory services with clients based upon the nature and value of services 
rendered.  Foundry Partners imposes a minimum annual fee, which also may be waived or 
reduced as negotiated. 
 
Foundry Partners’ standard investment advisory fees are payable and collected in arrears based 
on the market value of assets under management at quarter end.  Fees are generally prorated 
when significant withdrawals and/or contributions from total assets under management occur 
during the fee period.  Generally, Foundry Partners invoices clients on a quarterly basis.  The 
client is responsible for issuing payment.  Foundry Partners does not automatically deduct 
fees from client accounts.  However, at a client’s instructions, Foundry Partners will debit fees 
from the client’s custodial account(s).  Clients may terminate their investment advisory 
agreements at any time.  Upon the receipt of a client’s termination notification in writing, 
Foundry Partners will bill the client based upon the pro-rated fees for the relevant period based 
upon the termination date. 
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In addition to Foundry Partners’ investment management fees, clients will bear trading costs 
and custodial fees, which may include electronic fund and wire transfer fees and exchange fees, 
regulatory transaction fees, and other fees required by law, that are paid to the respective 
brokers and custodians.  To the extent that clients’ accounts are invested in mutual funds, 
these funds pay a separate layer of management, trading, and administrative expenses. 
 
Foundry Partners’ basic fee schedule, minimum fee, and minimum account size by 
investment strategy is provided below. 
 

Investment Strategy Fee Description Minimum 
Fee 

Minimum 
Account Size 

Large Cap Value 0.70% on the first $25 million of AUM
0.50% on the next $25 million of AUM 
0.40% thereafter 

$20,000 $3,000,000

All Cap Value 0.80% on the first $25 million of AUM
0.70% on the next $25 million of AUM 
0.60% thereafter 

$20,000 $3,000,000

Small Cap Value 1.00% on the first $25 million of AUM 
0.70% on the next $25 million of AUM 
0.60% thereafter 

$20,000 $3,000,000 

Micro Cap Value 1.00% on all AUM $20,000 $3,000,000
Active Core 0.70% on the first $25 million of AUM

0.50% on the next $25 million of AUM 
0.40% thereafter 

$20,000 $3,000,000

All Cap Core 0.80% on the first $25 million of AUM
0.70% on the next $25 million of AUM 
0.60% thereafter 

$20,000 $3,000,000

Mid Cap Growth 0.80% on the first $25 million of AUM
0.70% on the next $25 million of AUM 
0.60% thereafter 

$20,000 $3,000,000

Active Growth 0.70% on the first $25 million of AUM
0.50% on the next $25 million of AUM 
0.40% thereafter 

$20,000 $3,000,000

 

Unified Managed Account Program Fee Schedules 
Foundry Partners participates in several model-based or Unified Managed Account (“UMA”) 
programs with various financial services firms.  Foundry Partners provides program 
Sponsors with periodic model recommendations.  Foundry Partners does not act in a 
discretionary capacity for assets in UMA programs.   
 
Foundry Partners receives advisory fees from Sponsors of t h e  U M A  p r o g r a m s  
between 0.28% and 0.35% for its advisory of such programs.  Additional information about 
Foundry Partners’ participation in UMA programs, including a full list of the programs and 
Sponsors, is also available on our Part 1A of the Form ADV.  Our Part 1A of Form ADV can 
be found on the SEC’s website at: www.adviserinfo.sec.gov. 
 
If a client requests trades to be directed to a specific broker-dealer, the client may incur higher 
costs than they would otherwise pay under Foundry Partners’ standard fee schedule as a 
result of Foundry Partners’ inability to negotiate separate arrangements for trade execution 
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and other unbundled investment management services.  In some cases, in order to achieve best 
execution, Foundry Partners will trade with a broker-dealer that is not the directed broker of 
the client’s.  In such case, the client may be responsible for any additional transaction costs 
incurred. 
 

Item 6: Performance-Based Fees and Side-by-Side Management 
 

Under certain circumstances, Foundry Partners may enter into performance-based fee 
arrangements in accordance with Rule 205-3 of the Investment Advisers Act of 1940.  The 
management of accounts with different advisory fee rates and/or fee structures, including 
accounts that pay advisory fees based on account performance, may raise potential conflicts of 
interest by creating an incentive to favor higher-fee accounts.  These potential conflicts may 
include, among others: 

 
 The most attractive investments could be allocated to higher-fee accounts or 

performance fee accounts. 
 The trading of higher-fee accounts or performance fee accounts could be favored as to 

timing and/or execution price.  For example, higher-fee accounts or performance fee 
accounts could be permitted to sell securities earlier than other accounts when a prompt 
sale is desirable or to buy securities at an earlier and more opportune time. 

 The trading of other accounts could be used to benefit higher-fee accounts (front-
running). 

 The investment management team could focus their time and efforts primarily on 
higher-fee accounts or performance fee accounts due to a personal stake in 
compensation. 

 
Foundry Partners attempts to address these potential conflicts of interest relating to higher-fee 
accounts or performance fee accounts through various compliance policies that are generally 
intended to place all accounts, regardless of fee structure, on the same footing for investment 
management purposes.  For example, under Foundry Partners’ policies: 

 
 Performance fee accounts are included in all standard trading and allocation procedures 

with all other accounts. 
 All accounts managed in the same style trade in parallel with allocations of similar 

accounts based on the procedures generally applicable to those accounts. 
 All trading must be effected through Foundry Partners’ trading desks and normal queues 

and procedures must be followed (i.e., no special treatment is permitted for performance 
fee accounts or higher-fee accounts based on account fee structure). 

 Front-running is strictly prohibited. 
 
Foundry Partners provides investment advice to client accounts, and provides sub-advisory 
services to other accounts.  Foundry Partners seeks to ensure that all clients are treated fairly 
and equitably over time regardless of the type of client, level of services provided, or the 
nature of its fee compensation. 
 

Item 7: Types of Clients 
 

Foundry Partners primarily provides investment management services to high net worth 
individuals, pension and profit sharing plans, trusts, estates, charitable organizations, 
government plans and municipalities, and other legal entities. 
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Foundry Partners advises clients through accounts in Separately Managed Account (“SMA”) 
programs as well as providing sponsors access to its investment models through UMA programs. 
 
Foundry Partners maintains minimum account requirements for each institutional investment 
strategy.  Accounts valued at less than the stated minimum may be accepted as negotiated 
between Foundry Partners and the client.  See Item 5 of this Brochure for minimum 
account standards prescribed for each investment strategy. 
 

Item 8: Methods of Analysis, Investment Strategies and Risk of 
Loss 

 

Investment Strategies Methods of Analysis Investment Risks 
Large Cap Value • Objective: Provide long-term capital

appreciation, with income secondary. 
Disciplined approach that emphasizes 
value factors like: low price/earnings 
ratios, low price/book values, low 
price/cash flow ratios, and above 
average dividend yields. 
• Search for low-expectation, out-of- 
favor stocks. 
• Valuation approach centered on an 
assessment of normalized earnings, 
long-term earnings growth rate, and 
risk. 
• Monitor beta, active risk, coefficient 
of determination, and Axioma risk 
index exposures. 
• Benchmark: Russell 1000 Value 
Index. 
 

• Equity securities risk
• Investment Discretion risk 
• Larger company risk 
• Market and regulatory risk 
• Value securities risk 

All Cap Value • Objective: Provide high total return 
using a combination of capital 
appreciation and income. 
• Utilize valuation disciplines including 
normalized return approach to identify 
undervalued equities throughout the 
capitalization spectrum (>$300 million 
market cap). 
• Focus portfolio weightings wherever 
undervaluation is concentrated 
regardless of capitalization. 
• Monitor beta, active risk, coefficient 
of determination, and Axioma risk 
index exposures. 
• Benchmark: Russell 3000 Value 
Index. 
 

• Equity securities risk 
• Investment discretion risk 
• Market and regulatory risk 
• Smaller company risk 
• Value securities risk 

Small Cap Value • Objective: Provide attractive risk- • Equity securities risk
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adjusted returns over reasonable 
periods of time. 
• Start with initial universe of stocks 
with a market capitalization between 
$300 million and $3 billion. 
• Screen for out of favor stocks trading 
at low multiples for factors like price- 
to-earnings, dividends, book value, 
sales, and cash flow. 
• Perform fundamental analysis to 
determine if a company is trading 
below our target price. 
• Look for companies with a positive 
catalyst that can help investors become 
excited about the company. 
• Benchmark: Russell 2000 Value 
Index. 
 

• Investment discretion risk 
• Market and regulatory risk 
• Small cap company risk 
• Turnover risk 
• Value securities risk 

Micro Cap Value • Objective: Provide capital
appreciation by investing primarily in 
stocks of small, publicly traded 
companies. 
• Focus on companies with market 
capitalizations under $500 million. 
• Stocks with noteworthy value 
characteristics, such as low price-to- 
earnings, price-to-book, and price-to- 
sales ratios. 
• Stocks that show significant buying 
by insiders. 
• Stocks that possess strong catalysts 
for change, which can help boost the 
earnings growth and stock price. 
• Benchmark: Russell Microcap Value 
Index. 
 

• Equity securities risk 
• Foreign investment risk 
• Investment discretion risk 
• Market and regulatory risk 
• Micro cap company risk 
• Turnover risk 
• Value securities risk 

All Cap Core • Objective: Seek to identify under-
appreciated growth companies that 
consistently deliver superior 
performance results and consistently 
outperform the broad market as defined 
by the Russell 3000 Index. 
• Strong fundamental growth prospects. 
• Better than average valuation 
characteristics. 
• Strong financial condition and 
characteristics. 
• Favorable investor sentiment. 
• Stocks with market capitalization >$1 
billion. 

• Equity securities risk
• Growth securities risk 
• Income risk 
• Investment discretion risk 
• Large company risk 
• Market and regulatory risk 
• Medium-sized company risk 
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• Benchmark: Russell 3000 Index. 
 

Active Core • Objective: Seek to identify under-
• appreciated growth companies that 
consistently deliver superior 
performance results and consistently 
outperform the broad market as defined 
by the S&P 500 Index. 
• Strong fundamental growth prospects. 
• Better than average valuation 
characteristics. 
• Strong financial condition and 
• characteristics. 
• Favorable investor sentiment. 
• Stocks with market capitalization >$5 
billion. 
• Benchmark: S&P 500 Index. 
 

• Equity securities risk
• Growth securities risk 
• Income risk 
• Investment discretion risk 
• Large company risk 
• Market and regulatory risk 

Mid Cap Growth • Objective: Provide growth of capital,
with income secondary, by investing 
primary in stocks of medium-sized U.S. 
growth companies. 
• Stocks that possess consistent, above- 
average revenue and earnings growth 
over the long term. 
• Stocks that exhibit balance sheets and 
strong profit margins. 
• Stocks that operate in niche markets 
or rapidly expanding industries. 
• Benchmark: Russell Midcap Growth 
Index. 
 

• Equity securities risk 
• Growth securities risk 
• Investment discretion risk 
• Market and regulatory risk 
• Medium-sized company risk 
• Turnover risk 

Active Growth • Objective: Seek to identify companies
that are exhibiting signs of accelerating 
earnings growth. 
• Strong fundamental growth prospects. 
• Better than average valuation 
characteristics. 
• Strong financial condition and 
characteristics. 
• Favorable investor sentiment. 
• Market capitalization >$2 billion. 
• Benchmark: Russell 1000 Growth 
Index. 
 

• Equity securities risk
• Growth securities risk 
• Income risk 
• Investment discretion risk 
• Large company risk 
• Market and regulatory risk 

 

Risk of Loss 
All investing involves a risk of loss and the investment strategies offered by Foundry 
Partners could lose money as the value of the securities fluctuates.  Foundry cannot give any 
guarantee that it will achieve client investment objectives or that a client will receive a positive 
return on their investment.  Keep in mind, past performance of securities is not always a reliable 
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indicator of future performance.  Depending on the strategy invested, other material risks may 
include, but are not limited to: 
 
General Market Risk 
Foundry Partners’ investment strategies are subject to some dimension of market risk, 
including, but not limited to, directional price movements, deviations from historical pricing 
relationships, changes in the regulatory environment, and changes in market volatility.  
Accordingly, client accounts may be subject to sudden and dramatic losses as a result of such 
market events.  The particular or general types of market conditions in which client accounts 
may incur losses or experience unexpected performance volatility cannot be predicted, and 
client accounts may materially underperform other investment funds with substantially similar 
investment objectives and approaches. 
 
Equity Securities Risk 
Equity investments may involve substantial risks and may be subject to wide and sudden 
fluctuations in market value, with a resulting fluctuation in the amount of profits and losses.  
Equity prices are directly affected by issuer specific events, as well as general market conditions.  
In addition, in many countries investing in common stocks is subject to heightened regulatory and 
self-regulatory scrutiny as compared to investing in debt or other financial instruments. 
 
Currency Risk 
Overseas investments are subject to fluctuations in the value of the dollar against the currency of 
the investment’s originating country.  This is also referred to as exchange rate risk and could 
include ADR’s and ADS’s.   
 
Counterparty Risk 
Foundry Partners may engage in transactions for clients in securities and financial instruments that 
involve counterparties.  Under certain conditions, clients could suffer losses if a counterparty to 
a transaction were to default or if the market for certain securities or financial instruments were 
to fail.  In addition, clients could suffer losses in the event of a default or bankruptcy by certain 
other third parties, including brokerage firms and banks with which the client does business. 
 

Item 9: Disciplinary Information 
 

Foundry Partners and its employees have not been involved in any legal or disciplinary events in 
the past 10 years that would be material to a client’s evaluation of the Adviser or its personnel. 
 

Item 10: Other Financial Industry Activities and Affiliations 
 

Foundry Partners is a related person of certain investment advisers in which Rosemont Partners 
has a controlling interest.  Foundry Partners does not conduct any business operations with any of 
Rosemont Partners’ related investment advisers, nor provides any advice formulated by any 
Rosemont Partners’ related investment advisers.  The relationships between Foundry Partners and 
any Rosemont Partners’ related investment advisers are constructed to minimize any potential 
conflicts of interest with clients of Foundry Partners.  Foundry Partners is not aware whether its 
clients are also clients of any of Rosemont Partners’ related investment advisers. 
 

Item 11: Code of Ethics, Participation or Interest in Client 
Transactions and Personal Trading 
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Foundry Partners has adopted a written Code of Ethics (the “Code”) that is applicable to all 
employees.  Among other things, the Code requires Foundry Partners and its employees to act 
in Clients’ best interests, abide by all applicable regulations, avoid even the appearance of 
insider trading, and pre-clear and report on many types of personal securities transactions.  
Foundry Partners' restrictions on personal securities trading apply to employees, as well as 
employees’ family members living in the same household.  A copy of Foundry Partners' 
Code is available upon request by contacting Stacy Kleven at 612.376.2863.  

Employees must pre-clear certain personal securities transactions, including securities obtained 
through a private placement, before completing the transactions.  Foundry Partners may deny 
any proposed transaction, particularly if the transaction poses a conflict of interest.  
Employees are also required to provide quarterly reports regarding transactions and holdings in 
“Reportable Securities” as defined in the Investment Advisers Act of 1940, as amended 
(“Advisers Act”).  Employees must disclose all personal trading accounts initially upon 
commencement of employment and annually thereafter. 
 

Item 12: Brokerage Practices 
 

Broker-Dealer Selection 
Where Foundry Partners has discretionary management authority, it is authorized to determine, 
without specific client consent, the broker-dealer used for placing trades.  Foundry Partners’ 
discretionary authority over the account may be subject to guidelines and limitations imposed by 
the client.  Such limitations may include requiring Foundry Partners to use a particular broker-
dealer, to seek specific commission rates or dealer spreads, and/or other guidelines or restrictions 
in various areas, including, but not limited to, investments in particular companies, industries, 
geographies, security types, or asset classes, etc.  In certain client arrangements, Foundry 
Partners also provides model portfolio investment recommendations or allocations without 
providing trade execution and related services. 
 
Foundry Partners’ objective in selecting broker-dealers and in effecting portfolio transactions is to 
seek the best combination of price and execution with respect to its clients’ portfolio transactions.  
The best net price, giving consideration to brokerage commissions, spreads and other costs, is an 
important factor in this decision, but a number of other factors are also considered.  These 
factors include, but are not limited to: Foundry Partners’ knowledge of negotiated commission 
rates and spreads currently available; the nature of the security to be traded; the size and type of 
transaction; the nature and character of the markets for the security to be purchased or sold; the 
desired timing of the trade; the activity existing and expected in the market for the particular 
security; confidentiality and anonymity; execution; clearance and settlement capabilities as 
well as the broker-dealer’s reputation and perceived financial soundness; Foundry Partners’ 
knowledge of broker-dealer operational problems; the broker-dealer's execution services 
rendered on a continuing basis and in other transactions; and the reasonableness of spreads or 
commissions.  To the extent that the executing broker provides research services, Foundry 
Partners also considers the quality and usefulness of these services.  The relationships with 
brokerage firms that provide soft dollar research services to Foundry Partners may influence 
Foundry Partners’ judgment in allocating brokerage business and could create a conflict of 
interest.  Foundry Partners may also place trades with brokers who generate proprietary 
research, including buy and sell recommendations on individual securities, if these broker 
arrangements satisfy Foundry Partners’ best execution standards. 
 
Soft Dollar Benefits 
When appropriate under its discretionary authority and consistent with its duty to seek best 



 Form ADV Part 2A Brochure | Foundry Partners LLC October 17, 2013 

11

 

 

execution, Foundry Partners may direct trades for client accounts to brokers who provide Foundry 
Partners with brokerage and research services.  The client commissions used to acquire brokerage 
and research services are known as "soft dollars."  Foundry Partners seeks to comply with Section 
28(e) of the Securities Exchange Act of 1934, which provides a "safe harbor" allowing an 
investment adviser to pay more than the lowest available commission for brokerage and research 
services if it determines in good faith that: (1) the brokerage and research services fall within the 
definitions set forth in Section 28(e); (2) the brokerage and research services provide lawful and 
appropriate assistance in the investment decision-making process; and (3) the commission paid is 
reasonable in relation to the brokerage and research services provided.  The use of client 
commissions to pay for research and brokerage services may present Foundry Partners with 
conflicts of interest because (1) it receives an indirect benefit that it does not have to pay for from 
its resources, and (2) Foundry Partners may be incented to select brokers based on receiving 
brokerage and research services rather than receiving the most favorable execution. 
 
The receipt of brokerage and research services in exchange for soft dollars benefits Foundry 
Partners by allowing it to supplement its own research and analysis activities, to receive the views 
and information from research experts, and to gain access to persons having special expertise on 
certain companies, industries, areas of economy, and market factors.  Such brokerage and research 
services are made available to Foundry Partners in connection with its investment decision- 
making responsibilities and enhance Foundry Partners’ capability to discharge those 
responsibilities.  These products and services are useful for Foundry Partners’ investment 
decision-making and generally benefit all client accounts.  Foundry Partners conducts periodic 
formal evaluations of its receipt of brokerage and research services.  These ongoing 
evaluations focus on the quality and quantity of brokerage and research services provided by 
brokerage firms and whether the commissions paid for such services are fair and reasonable.  
Brokerage and research services acquired with soft dollars may include, but not be limited to: 
written and oral reports on the economy, industries, sectors and individual companies or 
issuers; appraisals and analysis relating to markets and economic factors; statistical information; 
accounting and tax law interpretations; political analyses; reports on legal developments 
affecting portfolio securities; information on technical market actions; credit analyses; on-line 
quotations, trading techniques, and other trading systems; risk measurement; analyses of 
corporate responsibility issues; research related on-line news services; seminars; on-site visits; 
asset allocation software; pricing; indices data; and financial and market database services. 
 

Determination and evaluation of the reasonableness of the brokerage commissions paid are based 
primarily on the professional opinions of the persons responsible for the placement and review of 
such transactions.  These opinions are formed on the basis of, among other things, the 
individual’s experience in the securities industry and information available concerning the 
level of commissions paid by other investors of comparable size and type.  Foundry Partners 
may select brokers based on an assessment of their ability to provide quality executions and its 
belief that the research, information, and other eligible services provided by these brokers 
benefit client accounts.  It is not possible to place a precise dollar value on the special 
executions or on the brokerage and research services Foundry Partners receives from brokers.  
Accordingly, brokers selected by Foundry Partners may be paid commissions for effecting 
portfolio transactions for client accounts in excess of amounts other brokers would have 
charged for effecting similar transactions if Foundry Partners determines in good faith that 
such amounts are reasonable in relation to the value of the brokerage and research services 
provided by those brokers, viewed either in terms of a particular transaction or its overall duty to 
discretionary accounts.  Brokerage and research services obtained with soft dollars are not 
necessarily utilized for the specific account that generated the soft dollars.  Some clients, 
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including, but not limited to directed brokerage clients, UMA program clients, and clients who 
restrict the use of soft dollars, may benefit from the research and brokerage products 
obtained from soft dollars despite the fact that their trade commissions may not be used to 
pay for these services.  Foundry Partners does not attempt to allocate the relative costs or 
benefits of brokerage and research services among client accounts because it believes that, in 
the aggregate, the brokerage and research services it receives benefit all clients and assists 
Foundry Partners in fulfilling its overall investment responsibilities. 
 
Selected products or services provided by brokers may have administrative, marketing or other 
uses that do not constitute brokerage or research services within the meaning of Section 28(e) of 
the Securities Exchange Act of 1934.  These are referred to as “mixed-use” services. 
Foundry Partners evaluates mixed-use products and services and attempts to make a reasonable 
allocation of the cost of these products or services according to their use, including the number 
of people involved, the intended purpose, or the amount time that different functions utilize the 
product or service.  A conflict of interest may arise in allocating the cost of mixed-use items 
between research and non-research products and services.  The portion of a product or service 
attributable to eligible brokerage or research services will be paid through brokerage 
commissions generated by client transactions; the remaining cost of the product or service will 
be paid by Foundry Partners from its own resources. 
 
Aggregated Trades 

Foundry Partners manages accounts with both similar and different investment strategies all of 
which may trade in the same securities.  If multiple orders for the same securities are 
received within close proximity of each other and the traders feel it is appropriate to aggregate 
the orders, they are permitted to do so only if all accounts are treated in a fair and 
equitable manner.  Although not required to do so, Foundry Partners may combine different client 
orders for identical securities to be executed as an aggregated (blocked) order.  This practice 
may enable Foundry Partners to seek more favorable executions and net prices.  Each client 
participating in a blocked order will receive an average share price and will share in 
commissions and/or other transaction costs on a pro-rata basis, unless client has directed 
brokerage to a specific broker.  Clients with directed brokerage transactions, may incur a 
different commission schedule, or additional fees.  Generally, securities will be allocated on a 
pro-rata basis based on assets under management in affected strategy including in situations 
where the order is partially filled.  Adjustments to this pro-rata allocation may be made to avoid 
odd amounts of shares in any client account or to avoid deviations from targeted 
minimum/maximum holdings limits established for any account.  Foundry Partners may, in 
certain cases, use its judgment to aggregate or not aggregate the trade based on the client’s 
unique investment guidelines.  It is Foundry Partners’ policy to allocate investment 
opportunities, to the extent practical, to similarly situated client accounts over time, in a manner 
that Foundry Partners believes is fair and equitable to each client’s account.  In some cases, 
clients with account restrictions may not participate in blocked trades if the restrictions 
prevent the trader or portfolio manager from executing the trade in a timely manner.  In such 
an instance, the accounts with restrictions may be traded after accounts participating in the 
blocked trade. 
 
For any client accounts for which an IPO and/or other offerings of securities is appropriate in light 
of the account’s objective and current portfolio composition, the allotment provided to Foundry 
Partners is generally allocated pro rata among participating accounts based on each account’s 
assets under management in affected strategy.  When Foundry Partners does not receive a full 
allocation, the partial fill is allocated on a pro-rata basis across participating accounts pursuant to 
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procedures that ensure that eligible clients are treated fairly and equitably over time. 
 
For all blocked trades, including IPOs, if Foundry Partners is unable to fully execute a blocked 
transaction and it determines that it would be impractical to allocate a smaller number of shares 
among accounts participating in the transaction on a pro-rata basis, Foundry Partners will allocate 
such securities in a manner determined in good faith to result in a fair allocation over time. 
 
For trades that are not aggregated, Foundry Partners employs a random trade rotation 
methodology that creates a random rotation order by custodian to determine the trading order for 
participating clients prior to trade execution.  By employing this methodology, Foundry 
Partners attempts to treat all accounts fairly and equitably over time.  In certain cases where trade 
restrictions or unique account-level requirements jeopardize the fair and equitable treatment of 
all accounts, the traders will have the ability to use their discretion to deviate from this rotation 
order. 
 
Client Referrals 

Foundry Partners does not compensate any custodian or broker-dealer for referring client 
accounts. 
 
Directed Brokerage 
Clients that establish custodial accounts at a broker-dealer may direct Foundry Partners to effect 
portfolio transactions through that broker-dealer at a rate agreed upon between the client and the 
broker-dealer.  If a client is referred to Foundry Partners by a broker-dealer, has opened a 
custodial account with a broker-dealer, or otherwise directs Foundry Partners to use a certain 
broker-dealer, it is Foundry Partners’ practice not to negotiate commission rates with such broker-
dealers unless specifically requested to do so by the client.  Clients may select broker-dealers 
at their discretion. 
 
A client who directs Foundry Partners to use a particular broker-dealer, including a client who 
directs the use of a broker-dealer as custodian of the client’s assets, should consider whether such 
a direction may result in costs or disadvantages to the client, as further described below.  
Accordingly, a client should satisfy itself that the broker-dealer provides adequate price and 
execution of transactions. 
 

If a client directs Foundry Partners to place securities transactions through a broker-dealer, the 
client should consider the following: (1) the client may compromise Foundry Partners’ ability to 
seek best execution; (2) Foundry Partners may not attempt to negotiate commissions on the 
client’s behalf which may result in higher commissions, greater spreads or less favorable net 
prices than would be the case if Foundry Partners alone selected the broker-dealers; (3) the 
client’s trades may not be aggregated (blocked) with similar trades for other Foundry Partners 
client accounts and thus the client will not receive any benefits that accrue from such blocked 
orders; (4) as a result of not being blocked, directed transactions will be traded after non-directed 
accounts, according to a First-In, First-Out (“FIFO”) and/or random trade rotation method.  If 
a trader receives another order for the same security while actively working a previous order 
the trader can deviate from the FIFO method only if, in his/her professional judgment, both 
accounts would be treated in a fair and equitable manner.  The trader should complete and 
allocate the partial order of the first trade and then aggregate the remaining order with the 
new order.  The trade shall be documented appropriately; (5) the client may pay more in 
commissions than if it had not directed Foundry Partners to use a particular brokerage firm; 
(6) the brokerage firm selected may be a full service, retail broker and not a discount brokerage 
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firm; (7) the loss of other factors that Foundry Partners considers in selecting its broker-
dealers; and (8) because of this direction the client account may not generate returns equal to 
those of Foundry Partners clients who do not direct brokerage.  As a result, such clients may pay 
higher commissions and/or receive less favorable net prices than might be attained if Foundry 
Partners were able to maintain trading discretion.  Foundry Partners requires written client 
instructions to direct overall brokerage or specific transactions to a specific broker, including 
affiliated brokers. 
 
 

Item 13: Review of Accounts 
 

Foundry Partners’ portfolio managers monitor and review historical investment performance, 
benchmark comparisons, and portfolio attribution at the investment strategy level on a monthly 
basis.  Portfolio managers and/or client relationship managers oversee all aspects of a 
client’s account including performance and adherence to client-specific investment guidelines.  
Foundry Partners may also perform compliance monitoring of client investment guidelines and 
restrictions. 
 
Foundry Partners meets with clients on an agreed-upon basis to discuss the performance of the 
client’s account, the Firm’s services, investment updates, review client investment objectives, and 
any other issues of concern to the client. 
 
Foundry Partners offers clients the opportunity to receive at least quarterly written investment 
reports.  Custodians also generally provide separate account and confirmations reflecting 
investment activity.  We urge you to compare our reports with the statements received from the 
custodian. 
 

Item 14: Client Referrals and Other Compensation 
 

Foundry Partners does not compensate any third parties for referring client accounts. 
 
Other than the previously described products and services that Foundry Partners receives through 
soft dollar arrangements, Foundry Partners does not receive any other economic benefits from 
non-clients in connection with the provision of investment advice to clients. 
 

Item 15: Custody 
 

All clients’ accounts are held in custody by unaffiliated broker-dealers or banks.  In limited 
instances, and by client request, Foundry Partners has the ability to debit advisory fees for certain 
client accounts.  For this reason, and this reason alone, Foundry Partners is considered to 
have custody of client assets.  Foundry Partners and its employees do not serve or act in any 
other capacity that would give it custody of client assets.  Account custodians send statements 
directly to the account owners on at least a quarterly basis.  Clients should carefully review these 
statements, and should compare these custodial statements to any account information provided 
by Foundry Partners. 
 

Item 16: Investment Discretion 
 

Discretionary Investment and Brokerage Authority 
As described in client advisory contracts, Foundry Partners is given discretionary authority to 
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manage client assets to specified investment objectives.  Within the investment mandate, 
Foundry Partners retains the authority to determine, without obtaining specific client consent, the 
types and quantities of securities to buy and sell.  Clients may impose specific investment 
restrictions, limitations, or prohibitions including specific securities (e.g., socially responsible 
investment restrictions), asset classes (e.g., derivatives), market restrictions (e.g., limit emerging 
market exposures), etc. 
 
Non-Discretionary Investment Management Activities 
Foundry Partners does not generally manage accounts on a non-discretionary basis but may enter 
into arrangements with wrap fee program Sponsors where it provides access to one or more of its 
investment models for a fee.  In these arrangements, Foundry Partners recommends 
transactions but the program’s Sponsor retains all investment and trading discretion.  The wrap 
fee program Sponsor maintains the client relationship including suitability determinations and 
monitoring any client specific requirements.   
 

Item 17: Voting Client Securities 
 

In accordance with its fiduciary duty to clients and Rule 206(4)-6 of the Advisers Act, Foundry 
Partners has adopted and implemented written policies and procedures governing the voting of 
client securities.  All proxies that Foundry Partners receives will be treated in accordance with 
these policies and procedures. 
 
Foundry Partners seeks to vote proxies in the best interests of its clients.  Foundry Partners will 
use its best efforts to vote proxies on behalf of clients and will vote proxies where it is afforded 
the ability to do so.  Foundry Partners supplements its evaluation of client proxies with guidance 
from an independent corporate governance consulting firm, ISS Governance Services (“ISS”). 
 
There may be instances where issues or conflicts exist that prevent Foundry Partners from voting 
client proxies.  In some situations, acting in the client’s best interest may include abstention 
from voting.  For example, Foundry Partners may not vote proxies where it believes the cost of 
voting outweighs the benefits (e.g., voting on international securities where personal appearance 
is required, not having sufficient information to vote the proxy, etc.). 
 
Foundry Partners has not identified any material conflicts of interest in connection with past proxy 
votes.  Such a conflict could arise if, for example, a client was a senior executive with a 
publicly traded company and other clients held securities issued by that company.  Absent 
specific client instructions, if Foundry Partners identifies a material conflict of interest, it will 
determine the appropriate course of action on a case by case basis. 
 
A copy of Foundry Partners’ proxy voting policies and procedures, as well as specific information 
about how Foundry Partners has voted in the past for your account, is available upon request.  
Upon written request, clients can also take responsibility for voting their own proxies, or can give 
Foundry Partners instructions about how to vote their respective shares. 
 

Item 18: Financial Information 
 

A balance sheet is not required to be provided as Foundry Partners (i) does not solicit fees more 
than six months in advance, (ii) does not have a financial condition that is likely to impair its 
ability to meet contractual commitments to clients, or (iii) has not been subject to any bankruptcy 
proceeding during the past 10 years. 


