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Item 1 – Cover Page 
 

 

OAKWOOD CAPITAL MANAGEMENT LLC  

12121 Wilshire Blvd., Suite 1250 

Los Angeles, CA   90025 

Phone:  310-772-2600 

Fax:  310-772-2601 

www.oakwoodcap.com 

 

JANUARY 22, 2014 

 

This Brochure provides information about the qualifications and business practices of Oakwood 
Capital Management LLC (“Oakwood”).  If you have any questions about the contents of this 
Brochure, please contact us at 310-772-2600 or by email at info@oakwoodcap.com.  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. 

Oakwood 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 which you may use to determine to hire or retain an Adviser.  

Additional information about Oakwood also is available on the SEC’s website at 
www.adviserinfo.sec.gov. 

 

 

http://www.oakwoodcap.com/�
http://www.adviserinfo.sec.gov/�
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Item 2 – Material Changes 
 

Oakwood has added a new investment advisory service. Oakwood will manage, on a discretionary 
basis, the selection and rebalancing of investment options within individual Fidelity Personal 
Retirement Annuity contracts issued by Fidelity Investments Life Insurance Company (“Fidelity 
Insurance”).  Fidelity Insurance limits the investment options that Oakwood may select to a 
specified universe of mutual funds representing a wide range of asset classes.  Please see Item 4 for a 
more detailed description of this new service, Item 8 for a description of the available investment 
strategies and associated risks and Item 12 for a discussion of the conflicts of interest related to this 
new service.   

The investment strategy, “Social Conscience and Sustainability Equity Investing” has been renamed 
“Sustainable and Responsible Investing Strategy”.  No other changes were made to the strategy. 
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Item 4 – Advisory Business 

Firm Description 
 
Oakwood Capital Management LLC (“Oakwood”, “We”, or “Us”) was formed in March 1998, 
organized as a limited liability company and existing under the laws of the State of California.   
 
Oakwood’s main office is located at 12121 Wilshire Blvd, Suite 1250, Los Angeles, CA  90025 and 
currently has 18 employees.  Business hours are 7:00 a.m. to 5:00 p.m. Monday through Friday.  
Oakwood can be reached by phone at 310-772-2600, by fax 310-772-2601 or at our web address 
www.oakwoodcap.com. 
 
Oakwood is registered and authorized to conduct business or investment advise in the states of 
California (File No. 929-2813), Arizona, Florida, Illinois, Louisiana, Massachusetts, Mississippi, 
Nevada, Oregon, Tennessee, Texas, Vermont, Virginia, and Washington. 

Principal Owners 
 
Oakwood Capital Holdings LLC owns 95.1% of Oakwood and the remaining 4.9% is owned by 
Mandel Living Trust (1%), Mamaril Family Trust (1%), Tom W. Doxey & Barbara A. Doxey Family 
Trust (1%), The Roley Family Trust (1.4%), and Lyon Family Trust (.5%).  Oakwood Capital 
Holdings LLC is also owned by Mandel Living Trust, Mamaril Family Trust, Tom W. Doxey & 
Barbara A. Doxey Family Trust, The Roley Family Trust and Lyon Family Trust. 

Types of Advisory Services 
 
Oakwood provides fully discretionary, specialized investment supervisory and management services 
to clients and non-discretionary services to 401(k) Plans.   As described at the end of this section, 
Oakwood also offers, on a very limited basis, one-time non-discretionary advice.  Please see item 5 
below for a description of Oakwood’s fee schedules.  

Discretionary Investment Management Services 
 
Oakwood offers three types of specialized, discretionary investment management services: 
 

• One service involves the investment of client portfolios exclusively in structured no-load 
equity and fixed income mutual funds, index funds and exchange-traded funds.  The 
mutual funds that Oakwood uses are structured to mirror certain specific domestic and 

http://www.oakwoodcap.com/�
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international asset classes. Oakwood manages client portfolios according to several 
different global investment strategies representing various combinations of asset classes 
using these structured funds, all of which are managed by third parties.   
 

 
• The second service involves the active management of client portfolios by Oakwood’s 

portfolio managers.  These actively managed portfolios invest primarily in individual stocks 
and/or bonds according to several different investment strategies.  
 
 

• The third service involves Oakwood’s management of the investment options within 
individual Fidelity Personal Retirement Annuity contracts, a tax-deferred variable annuity 
product (“Managed Annuity Accounts”).  Specifically, Oakwood selects and rebalances the 
investment options within Managed Annuity Accounts according to several different global 
investment strategies representing various combinations of asset classes. Oakwood is 
permitted by Fidelity Insurance to invest the Managed Annuity Accounts only in Fidelity 
Insurance’s specified universe of mutual funds. The universe of mutual funds includes 
domestic and international equity and bond mutual funds managed by an affiliate of 
Fidelity Insurance or other third parties selected by Fidelity Insurance. Fidelity Insurance 
or its affiliates may limit Oakwood’s ability to purchase and sell these funds in a client’s 
Managed Annuity Account.  
 

In addition, clients who desire a balanced portfolio of equity and fixed income securities may 
combine any equity structured or active investment strategy with any fixed income active or 
structured strategy. 
 
Please see item 8 below for a list of and more information on Oakwood’s investment strategies.  
Clients may also request additional information from Oakwood about its various investment 
strategies.   
 
Investments in Oakwood’s structured managed portfolios are limited to structured mutual, index or 
exchange-traded funds that invest in domestic and international securities.  
 
Investments in Oakwood’s actively managed equity portfolios are typically limited to the following 
types of securities: individual stocks, investment company securities (mutual funds), exchange traded 
funds, real estate investment trusts (“REITs”), master limited partnerships (“MLP”s”) and American 
Depositary Receipts (“ADRs”) representing interests in equities of foreign issuers.  Actively 
managed equity portfolios are invested globally (both U.S. and non-U.S. companies), from small to 
large capitalization companies.  Some of these securities may give rise to unrelated business taxable 
income for tax-exempt clients from time to time. Tax-exempt clients should consult their tax 
advisers regarding the tax implications of such investments. 
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Investments in Oakwood’s actively managed fixed income portfolios are typically limited to the 
following types of securities: taxable and/or tax exempt individual notes or bonds, mortgage-
backed securities and other derivatives, money-market mutual funds and longer term fixed income 
mutual funds.  

Non-Discretionary Services for 401(k) Plans 
 
Oakwood may recommend that 401(k) Plans engage unaffiliated, third party providers (“TPP”), to 
provide portfolio management and to coordinate a suite of third-party custodial, administration and 
record-keeping services.  Oakwood will recommend only a TPP that provides portfolio 
management of globally structured portfolios invested in mutual funds advised by Dimension Fund 
Advisors LP (“DFA Funds”), or funds that have characteristics similar to the DFA Funds (“Other 
Funds”).   
 
Oakwood’s responsibilities under this arrangement include advising the 401(k) Plan whether it 
should select DFA Funds or Other Funds and on the globally structured portfolios appropriate for 
the 401(k) Plan. In addition, Oakwood provides general support on participant education and 
administrative matters.  Oakwood is also available to answer questions of 401(k) Plan trustees and 
participants. 401(k) Plan trustees should review the TPP’s Firm Brochure for additional information 
about its advisory services. 

One-Time Non-Discretionary Investment Advice 
 
Oakwood will provide investment advice to clients who require analysis of their existing assets on a 
one-time basis.  Such a client’s portfolio may be subject to constraints or other restrictions that 
would preclude Oakwood from providing on-going discretionary management services.  Fees are 
negotiated on an hourly or fixed fee basis.  
 
Customization of Discretionary Investment Management Services 
 

Oakwood’s investment advisory agreement with clients specifically gives Oakwood the ability to 
direct a client’s investments within the perimeters of the strategy chosen by the client. All strategies 
are detailed within the document, and the client acknowledges his or her choice by initialing the 
chosen strategy. Before the agreement is signed and before the start of management, Oakwood’s 
wealth management executive interviews and gathers personal and financial information from the 
client to ensure that the strategy the client chooses is in line with the client’s needs, taking into 
account the client’s risk tolerance and expected returns.   

Clients that select structured managed portfolios cannot impose any restrictions on the funds or 
securities to be purchased for their portfolios other than through the selection of the investment 
strategy.   
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Clients that choose active managed equity or fixed income portfolios may impose reasonable 
restrictions on specific securities and the types of securities Oakwood is permitted to purchase for 
their portfolios. 

Wrap Fee Programs 
 
Oakwood participates in wrap fee programs in a limited role as the client’s portfolio manager and 
receives a portion of the wrap fee for such services.  Oakwood manages wrap fee accounts 
according to the same actively managed investment strategies as non-wrap fee program accounts.  
Oakwood does not sponsor wrap fee programs. Oakwood’s structured managed investment 
strategies are not available to clients in wrap fee programs. 
 

Amount of Client Assets 
 
As of December 31, 2013, Oakwood managed on a fully discretionary basis $705,782,451 of client 
assets.    

Item 5 – Fees and Compensation 

Discretionary Investment Management Services 

Fee Schedules  
 
Fees for clients that select Oakwood’s discretionary investment management services are charged 
based on percentage of assets under management, including cash in a client’s portfolio that is 
typically invested in money-market funds. 
 
The annual fee for all-equity or balanced portfolios is as follows: 
 
On the first $5 million of assets under management: 1.00% 
On the next $5 million of assets under management:   .80% 
On the next $15 million of assets under management:   .60% 
In excess of $25 million of assets under management:   .50% 
 
The annual fee for fixed income portfolios is as follows: 
 
On the first $10 million of assets under management:   .50% 
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On the next $15 million of assets under management:   .40% 
On the next $25 million of assets under management:   .30% 
In excess of $50 million of assets under management:   .25% 
 
All fees are negotiable, but Oakwood typically limits negotiation of fees as well as frequency of 
billings to special circumstances.  For example, related multiple accounts may be combined for 
purposes of meeting fee break points as well as fee reductions for multiple accounts represented by 
independent business managers or banks. 
 
There is a minimum annual fee of $10,000 and a one-time, non-recurring, non-refundable set-up 
fee of $250.  Oakwood may waive the minimum annual fee and the set-up fee in its sole discretion. 
 
Oakwood, in its discretion, occasionally accepts accounts that have less than $1,000,000, but may 
require a minimum fee on such accounts. Very small accounts are difficult to diversify and often do 
not have the same number of securities as larger accounts managed according to the same strategy.  
Thus, fees being charged to the smaller accounts may be higher (as a percentage of assets under 
management) and different than the fees set out in the current fee schedule above.  
 
 
Oakwood may manage the accounts of employees and their immediate family members at no 
charge.  Oakwood may also manage accounts on a subadvisory basis for specific groups such as 
CPA's, estate and financial planners and others.  Fees and services for these types of arrangements 
will be negotiated on a case-by-case basis. 

Description of Billing Practices 
 
The specific manner in which fees are charged by Oakwood is established in a client’s written 
agreement with Oakwood.  Oakwood will deduct fees from a client’s account at the custodian 
holding the assets of the client’s account (the “Custodian”), or clients may choose to be billed 
directly.  Oakwood will generally bill its fees on a calendar quarterly basis in advance, at the 
beginning of each management period.  Oakwood will prorate its fees for each capital contribution 
and withdrawal made during the applicable calendar quarter (with the exception of de minimis 
contributions and withdrawals).  Accounts initiated or terminated during a calendar quarter will be 
charged a prorated fee.   

Other Fees and Expenses 
 
In addition to Oakwood’s fees described above, clients will incur brokerage commissions (for 
clients with structured managed accounts, these are typically a flat fee per transaction) transaction 
fees, deferred sales charges, odd-lot differentials and other related costs and expenses. Oakwood 
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will not receive any portion of these commissions, fees, and costs.  Item 12 below further describes 
the factors that Oakwood considers in selecting or recommending broker-dealers for client 
portfolios and determining the reasonableness of their compensation (e.g., commissions).   
 
Clients with structured managed portfolios, clients whose portfolios are invested or partially 
invested in mutual funds or exchange traded funds or clients whose uninvested assets are swept 
into mutual funds either by Oakwood or the client’s Custodian will also incur the additional fees 
and expenses assessed by such funds.  Thus, clients who invest in shares or units of mutual funds 
will pay two management fees, one to the fund manager and one to Oakwood.  Other expenses 
embedded in funds include, among other things, brokerage, accounting and legal fees.  These fund 
fees and expenses are explained in detail in the respective fund’s prospectus and statement of 
additional information. 
 
In addition, clients may incur certain other charges imposed by Custodians, third party investment 
and other third parties such as fees charged by other managers, custodial fees, transfer taxes, wire 
transfer and electronic fund fees, and other fees and taxes on their accounts and securities 
transactions.  For example, Custodians typically charge transaction fees to buy, sell and/or 
exchange securities.  

Availability of Refunds on Termination 
 
Clients may terminate their agreement with Oakwood at any time by delivering thirty (30) days’ 
prior written notice.  Oakwood may also terminate an investment advisory agreement upon 30 
days’ prior written notice.  Upon termination of any account, Oakwood will promptly refund any 
prepaid, unearned fees.  Fees earned but unpaid at the time of effective termination will be due and 
payable.  If the client’s investment advisory agreement authorizes Oakwood to collect its fees 
directly from the client’s account at the Custodian, Oakwood will collect its fees from the client’s 
Custodian.  As noted above, the one-time, non-recurring set-up fee of $250 is not refundable. 
 
Upon termination, Oakwood is under no obligation to recommend any action with regard to the 
securities or other property held in the client’s account.  

Other Compensation Received By Oakwood’s Officers and Employees 
 
Certain of Oakwood's officers and/or employees are also registered representatives of Finance 500, 
Inc. or Syndicated Capital Inc. and in that capacity may receive commissions on the sale of mutual 
funds and 12b-1 fees in connection with the sale of mutual funds that are not used by Oakwood in 
its management of client accounts.  Importantly, Oakwood and its officers and/or employees will 
not receive any commissions from the sale of mutual funds that Oakwood purchases or sells for 
client accounts on a discretionary basis. 
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Oakwood's clients are under no obligation to purchase mutual funds on which Oakwood's officers 
and/or employees will receive a commission or a 12b-1 fee.  Any commissions Oakwood's officers 
and/or employees receive will be in addition to the payment of investment management fees to 
Oakwood by a client.  In addition, Oakwood's officers and employees, acting as registered 
representatives of Finance 500, Inc. or Syndicated Capital Inc. may recommend the purchase and 
sale of stocks to persons who are not clients, but may be related to clients, and receive commissions 
on those transactions.  Oakwood will not direct clients' portfolio transactions to Finance 500, Inc. 
or Syndicated Capital Inc. Importantly, Oakwood's officers and employees will not receive any 
commissions on the purchase or sale of securities to clients’ accounts managed by Oakwood. 
 
As part of its services Oakwood may refer clients to certain insurance brokers or agents that pay 
referral fees to Oakwood if the clients purchase insurance through the agent.  The payment of 
referral fees to Oakwood may give rise to a conflict of interest between Oakwood and its clients 
that is disclosed in writing to referred clients. Oakwood has an incentive to recommend the 
insurance agents that pay referral fees.   

Non-Discretionary Services 

Fees 
 

401(k) Plan trustees that select Oakwood’s non-discretionary services and a TPP’s suite of services 
enter into a three-party agreement between the client, the TPP and Oakwood.  The 401(k) Plan pays 
a total fee to the TPP for the TPP’s and Oakwood’s services and the TPP remits to Oakwood its 
portion of the fee.  Oakwood’s portion of the fee a 401(k) Plan pays to the TPP ranges from .30% 
to .70% depending upon the size of the 401(k) Plan.  The portion of the fee payable to Oakwood is 
set forth in the three-party agreement between the client, the TPP and Oakwood.  Please refer to the 
three-party agreement and the TPP’s Brochure for a description of its billing practices, other fees 
and expenses that a 401(k) Plan may incur, and procedures for termination of the three-party 
agreement and availability of refunds. 

Oakwood may provide non-discretionary securities trading and reporting activities for cash and 
securities in a client’s non-managed account (the "Non-managed Account") and act as an 
intermediary between the client and the custodian of the Non-managed Account.  Oakwood does 
not provide investment advice to these Non-managed Accounts or provide opinions as to the 
merits of any securities deposited, purchased or sold in Non-managed Accounts. Nor does 
Oakwood make any judgments as to the appropriateness of assumed risk or suitability of any 
investment given the client’s situation.  Clients must provide Oakwood with written trading 
instructions for any transaction to be made in a Non-managed Account.  This service is only 
provided at the discretion of Oakwood.  Oakwood will charge a one-time, non-recurring, non-
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refundable administration fee of $250.00 for this service and $75.00 for each requested subsequent 
transaction.  Oakwood may waive these administration fees at its sole discretion.  This service is 
offered primarily to clients who have additional accounts that are not suitable for Oakwood's 
management due to the account size and Oakwood's minimum account fee.  

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

Oakwood does not manage portfolios based on any performance-based fees (fees based on a share 
of capital gains on or capital appreciation of the assets of a client). 

401(k) Plan trustees that select Oakwood’s non-discretionary services and a TPP’s suite of services 
should review the TPP’s Firm Brochure for additional information about its practices. 

Item 7 – Types of Clients 
 
Oakwood provides portfolio management services to individuals, high net worth individuals, trusts, 
estates, charitable organizations, banks, corporations, IRA accounts, 401(k) plans, pension and 
profit-sharing plans, Taft-Hartley plans, foundations, endowments, municipalities, and trusts. 

As noted above, Oakwood charges a minimum annual fee of $10,000 and a one-time, non-
recurring, non-refundable set-up fee of $250.  Oakwood may waive the minimum annual fee and 
the set-up fee in its sole discretion. 
 
401(k) Plan trustees that select Oakwood’s non-discretionary services and a TPP’s suite of services 
should review the TPP’s Firm Brochure for additional information about its clients. 

Item 8 – Methods of Analysis, Investment Strategies and Risk of Loss 
 
Regardless of the service and the investment strategy a client selects, investing in securities 
involves risk of loss that clients should be prepared to bear.  We strive to control risk 
through diversification. 

Discretionary Investment Management Services 
 
As noted above, Oakwood offers three types of discretionary, specialized investment management 
services: structured managed global portfolios, management of individual client annuity accounts 
invested in a Fidelity Personal Retirement Annuity and actively managed portfolios in a variety of 
investment strategies.   
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Structured Managed Global Portfolios 

Structured Managed Global Portfolio Investment Strategies 
 
The strategies Oakwood offers clients that desire structured managed portfolios vary based 
primarily on how aggressive an asset allocation a client wants.  Clients’ portfolios are invested 
primarily in structured open-end mutual funds (managed by Dimensional Fund Advisors), 
exchange-traded funds, and index funds (the “Underlying Funds”).  The Underlying Funds may 
invest both in U.S. and non-U.S. markets, including emerging markets. The following is a list of 
investment strategies available in structured managed portfolios:  
 

• Conservative Equity Strategy 
• Moderate Equity Strategy 
• Aggressive Equity Strategy 
• Tax-Managed Equity Strategy 
• Sustainable and Responsible Investing Strategy 
• Global Core Fixed Income Strategy 
• Intermediate Global Fixed Income Strategy 
• U.S. Only Fixed Income strategy 
• Tax Exempt Fixed Income Strategy (US investments only) 
• Balanced Strategies that combine any two or more of the above investment strategies 

according to a client’s desired asset allocation  

Methods of Analysis for Structured Managed Global Portfolio Investment Strategies 
 
Oakwood manages these strategies based on the principles and beliefs that markets work, 
diversification reduces uncertainty, risk and return are related, and that asset allocation along 
company size, value, and market exposure dimensions primarily determines the results of a broadly 
diversified portfolio.  Oakwood works with clients to determine the appropriate allocation among 
asset classes for each client’s portfolio based on the client’s investment objectives, risk tolerance and 
any special needs.  Oakwood then selects the Underlying Funds for a client’s portfolio accordingly.  
Oakwood typically rebalances a client’s portfolio when the difference between the client’s asset 
allocation guidelines and the portfolio is approximately plus or minus 20%.  The rebalancing 
normally takes place twice a year.  

Risks of Structured Managed Global Investment Strategies 
 
Typically, clients that select a more aggressive asset allocation are subject to a greater risk of loss 
than clients that select a more conservative asset allocation.  Because clients’ portfolios are invested 
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primarily in shares of the Underlying Funds, client portfolio investment performance and risks are 
directly related to the investment performance and risks of the Underlying Funds. Please see the 
prospectuses of the Underlying Funds for additional information about risks. 

An investment in the Underlying Funds involves risk, and a client’s portfolio could lose money on 
its investment in the Underlying Funds. In summarizing the risks of the Underlying Funds below, 
Oakwood has organized the discussion into those risks typically associated with Underlying Funds 
that invest in equity securities (“Equity Funds”), those risks typically associated with Underlying 
Funds that invest in fixed income securities (“Fixed Income Funds”) and those risks generally 
associated with both types of Underlying Funds.  

Equity Funds 
 
Small Company Risk:  Small company stocks owned by the Underlying Funds are often 
less liquid and more volatile than those of large capitalization companies.  In general, smaller 
capitalization companies are also more vulnerable than larger companies to adverse business 
or economic developments and they may have more limited resources.  Moreover, 
companies with smaller market capitalizations also tend to have unproven track records and 
are more likely to fail than companies with larger market capitalizations. 
 
Value Investment Risk:  Value stocks owned by the Underlying Funds may underperform 
other stocks. 
 
Foreign securities and currencies risk:  The prices of foreign securities owned by the 
Underlying Funds may decline or fluctuate because of: (a) economic or political actions of 
foreign governments, and/or (b) less regulated or liquid securities markets.  In addition, 
foreign currency will fluctuate in value against the U.S. dollar. 
 
Emerging Markets Risk:  Numerous emerging market countries have a history of, and 
continue to experience serious, and potentially continuing, economic and political problems. 
Stocks markets in many emerging market countries are relatively small, expensive to trade in 
and risky.  Foreigners are often limited in their ability to invest in, and withdraw assets from, 
these markets.  Additional restrictions may be imposed under other conditions.  Frontier 
market countries generally have smaller economies or less developed capital markets and, as 
a result, the risks of investing in emerging market countries are magnified in frontier market 
countries.  

 
Risks of Real Estate Funds: The Underlying real estate Funds are exposed to the general 
risks of direct real estate ownership.  The value of securities in the real estate industry can be 
affected by changes in real estate values and rental income property taxes, interest rates, and 
tax and regulatory requirements.  In addition, the real estate Funds typically hold REITs or 
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REIT-like entities.  REITs or REIT-like entities are dependent upon management skill, may 
not be diversified, and are subject to heavy cash flow dependency and self-liquidation.  Also, 
because REITs and REIT-like entities typically are invested in a limited number of projects 
or in a particular market segment, these entities are more susceptible to adverse 
developments affecting a single project or market segment than more broadly diversified 
investments.  

Fixed Income Funds 
 
Interest Rate Risk:  The prices of fixed income securities owned by the Underlying Funds 
tend to move in the opposite direction of interest rates.  When interest rate rise, fixed 
income security prices fall.  When interest rates fall, fixed income security prices rise.  In 
general, fixed income securities with longer maturities are more sensitive to these price 
changes. 
 
Credit Risk:  Credit risk is the risk that the issuer of a security owned by the Underlying 
Funds may be unable to make interest payments and/or repay principal when due.  A 
downgrade to an issuer’s credit rating or a perceived change in an issuer’s financial strength 
may affect a security’s value, and thus impact the performance of the Underlying Funds. 
Credit risk is greater for fixed income securities with ratings below investment grade.  Below 
investment grade fixed income securities involve high credit risk and are considered 
speculative. Below investment grade fixed income securities may also fluctuate in value more 
than higher quality fixed income securities, and, during periods of market volatility, may be 
more difficult to sell at the time and price that an Underlying Fund desires.   
 
Political and Economic Risks of Municipal Securities:  The values of municipal 
securities owned by an Underlying Fund may be adversely affected by local political and 
economic conditions and developments. Adverse conditions in an industry significant to a 
local economy could have a correspondingly adverse effect on the financial condition of 
local issuers. 

State-Specific Risk and Non-Diversification Risk:  Municipal securities of a specific state 
owned by an Underlying Fund are highly sensitive to events affecting the fiscal stability of 
that state and its agencies and municipalities.  These events may include state or local 
legislation or policy changes, state constitutional limits on tax increases, erosion of the tax 
base of the state or one or more localities, the effects of possible terrorist acts or natural 
disasters, budget deficits, or other economic or credit problems affecting the state generally 
or any individual locality.  There is also the risk that a state-specific Fund may be more 
volatile than a diversified fund because it invests in a smaller number of issuers.  The gains 
or losses on a single security held by such an Underlying Fund may, therefore, have a greater 
impact on the Fund’s value. 
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Income Risk:   Income risk is the risk that falling interest rates will cause the income earned 
by fixed income securities owned by the Underlying Funds to decline. 
 
Call Risk:  Call risk is the risk that during periods of falling interest rates, a bond issuer will 
call or repay a higher-yielding bond before its maturity date, forcing an Underlying fixed 
income Fund to reinvest in bonds with lower interest rates than the original obligations. 
 
Tax Liability Risk:  Distributions by an Underlying municipal bond Fund may become 
taxable to clients as ordinary income due to noncompliant conduct by a municipal bond 
issuer, unfavorable changes in federal or state laws, or adverse interpretations of tax laws by 
the Internal Revenue Service or state tax authorities.  Such adverse interpretations or actions 
could cause interest from a security to become taxable, possibly retroactively, thereby 
increasing the tax liability to a client.  In addition, such adverse interpretations or actions 
could cause the value of the Underlying municipal bond Fund to decline. 
 
Inflation-Protected Securities Interest Rate Risk:  Inflation-protected securities owned 
by an Underlying Fund may react differently from fixed income securities to changes in 
interest rates.  Because interest rates on inflation-protected securities are adjusted for 
inflation, the values of these securities are not materially affected by inflation expectations.  
Therefore, the value of inflation-protected securities is anticipated to change in response to 
changes in “real” interest rates, which represent stated interest rates reduced by the expected 
impact of inflation.  Generally, the value of an inflation-protected security will fall when real 
interest rates rise and will rise when real interest rates fall. 
 
Risk of Banking Concentration:   Several Underlying fixed income Funds have 
concentrated holdings in the banking industry. These Funds are likely to perform very 
similarly to the performance of the banking industry. Banks are very sensitive to changes in 
money market and general economic conditions.  The profitability of the banking industry is 
dependent upon banks being able to obtain funds at reasonable costs and upon liquidity in 
the capital and credit markets to finance their lending operations. Adverse general economic 
conditions can cause financial difficulties for a bank’s borrowers and the borrowers’ failure 
to repay their loans can adversely affect the bank’s financial situation.  Banks are subject to 
extensive regulation and decisions by regulators may limit the loans banks make and the 
interest rates and fees they charge, which could reduce bank profitability.  
 
Foreign securities and currencies risk:  The prices of foreign securities owned by the 
Underlying fixed income Funds may decline or fluctuate because of: (a) economic or 
political actions of foreign governments, and/or (b) less regulated or liquid securities 
markets.  In addition, foreign currency will fluctuate in value against the U.S. dollar. 
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Equity and Fixed Income Funds 
 
Management/Asset Allocation Risk — Clients’ Structured Managed Global portfolios 
are dependent upon Oakwood’s ability to make appropriate asset allocation decisions to 
achieve a portfolio’s investment objective. As a result, a portfolio may underperform its 
benchmark or other portfolios with similar investment objectives. 

Market Risk:  Economic, political and issuer-specific events will cause the market value of 
securities held by the Underlying Funds to rise or fall.  
 
Derivatives:  Derivatives are securities, such as futures contracts, whose value is derived 
from that of other securities or indices.  Some of the Underlying Funds may use derivatives, 
both for hedging and non-hedging purposes. While hedging can reduce or eliminate losses, it 
can also reduce or eliminate gains.  The use of derivatives for non-hedging purposes may be 
more speculative than other types of investments.  Derivative securities are subject to a 
number of risks including liquidity, interest rate, market, credit and management risks, and 
the risk of improper valuation.  A small investment in derivatives could have a potentially 
large impact on a Fund’s performance. Derivatives can be highly volatile, illiquid and 
difficult to value, and there is the risk that changes in the value of a derivative held by a 
Fund’s portfolio will not correlate with the underlying instruments or the Fund’s other 
investments. Derivative instruments also involve the risk that a loss may be sustained as a 
result of the failure of the counterparty to the derivative instruments to make required 
payments or otherwise comply with the derivative instruments’ terms.  
 
Securities Lending:  The Underlying Funds typically lend some of the securities in the 
Fund’s portfolio to third parties.  The risk is that the borrower may fail to return the 
securities the Fund has lent in a timely manner or at all.  As a result, an Underlying Fund 
may lose money as a result of a delay in the return of the lent securities or the borrower’s 
failure to return the lent securities. 

Actively Managed Equity Portfolios 
 
Oakwood believes that to maximize capital appreciation, an investor must own growing companies 
that are well managed, financially sound, competitively positioned and generate above average 
returns.  Oakwood’s primary goal is to achieve above average returns while balancing risk and 
opportunity.   
 
Oakwood believes income is important as a component of total return because it is earned 
regardless of market sentiment or fluctuations.  Building a basket of equities that generates growing 
income is the primary building block of our actively managed U.S. Equity Portfolios. 
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Actively Managed Equity Portfolio Investment Strategies 
 
The actively managed equity strategies Oakwood offers vary based primarily on how aggressive 
they are.  Oakwood offers the following two actively managed equity investment strategies:  
           
Strategy     Typical Number of Positions*  

 
Equity Income Strategy    25-35 
High Income Strategy     25-30 
 

• The limits apply at time of purchase. 
 

Equity Income portfolios may invest in any domestic or global publicly traded company whose 
market capitalization is at least $1 billion. This strategy uses the S&P 500 Index as a benchmark. 
The Equity Income portfolios have the following sector concentration limits measured at time 
of purchase:  investments in a single S&P 500 sector cannot exceed twice the benchmark weight 
for that sector and cannot be less than 60% of the benchmark weight for that sector.  The 
smaller economic sectors of the benchmark may not have representation in the portfolio.  The 
risk level of equity income portfolios, as measured by portfolio beta, is typically between 30% 
less risk than the S&P 500 Index and 10% greater risk than the S&P 500 Index.  However, at 
times, these risk levels may be exceeded. 

High Income portfolios may invest in any domestic or global publicly traded company 
including non-traditional investments such Master Limited Partnerships and Real Estate 
Investment Trusts whose market capitalizations are at least $1 billion.  It may also invest in 
alternative investments (special situation stocks which are geared towards capital appreciation 
and substantially more risky than the S&P 500™ ). Alternative investments can be as much as 
15% of the portfolio, and market capitalization maybe less than $1 billion.  No one position will 
exceed 6% of the portfolio.  The market capitalizations and the percentages of positions in the 
portfolio will be measured at time of purchase.  Oakwood expects portfolio turnover for this 
strategy to range from 30% to 50% a year over a 5-year period.  However, portfolio turnover 
could be considerably higher than this range. 

Methods of Analysis for Actively Managed Equity Strategies 
 
Oakwood’s investment decision-making process seeks to achieve superior long-term performance 
by acquiring equity securities that it believes are financially strong and well-managed growing 
companies, have a competitive advantage, at market prices below Oakwood’s assessment of their 
business, or intrinsic value. Oakwood employs a bottom-up approach to constructing portfolios.  
 
Oakwood uses fundamental analysis, technical analysis, cyclical analysis and charting in making 
investment decisions for client actively managed equity portfolios.  
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The process consists of the following: 

• We screen our database for growth, income, value and return on capital characteristics 
narrowing the investment universe of acceptable common stocks. 

• We conduct company fundamental research using industry and company specific 
research and our direct conversations with company management. 

• We perform proprietary risk adjusting analysis to determine valuation and buy price. 

• We select stocks for purchase not only on our assessment of their ability to achieve 
above-average returns and generate income, but also based on specific portfolio 
characteristics in order to have a balanced portfolio. 

• We review portfolio stocks frequently to determine if they should be sold.  

Risks of Actively Managed Equity Strategies 
 
Clients that have selected Oakwood’s actively managed equity strategies may be subject to the 
following principal risks depending upon the types of securities held in their portfolios: 

Market Risk:  Economic, political and issuer-specific events will cause the value of 
securities held in a client’s portfolio to rise or fall. Unforeseen market events could adversely 
impact the value of a client’s portfolio.   
 
Small Company Risk:  Small company stocks are often less liquid and more volatile than 
those of large capitalization companies.  In general, smaller capitalization companies are also 
more vulnerable than larger companies to adverse business or economic developments and 
they may have more limited resources.  Moreover, companies with smaller market 
capitalizations also tend to have unproven track records and are more likely to fail than 
companies with larger market capitalizations. 
 
Concentration Risk:  As a result of the relatively small number of positions, the negative 
performance of only a few equities in a client’s portfolio could cause a significant loss in the 
portfolio. Similarly, the concentration of a client’s portfolio in this small number of positions 
may increase its risk and volatility compared with a more diversified portfolio that other 
firms may offer.  The concentration risk is particularly high for the High Income Strategy 
because alternative investments may represent as much as 15% of a client’s portfolio 
measured at time of purchase. As a result, over time, alternative investments could constitute 
a much higher percentage than 15% of a client’s portfolio, thereby increasing the risk of loss 
significantly.  
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Value Investment Risk:  Value stocks may underperform other stocks. 
 
Foreign Securities Risk:  The prices of the foreign securities underlying ADRs may decline 
or fluctuate because of: (a) economic or political actions of foreign governments, and/or (b) 
less regulated or liquid securities markets.  Additionally, an account’s income from non-US 
issuers may be subject to non-U.S. withholding taxes. Dividends may be paid on some 
foreign securities and many non-US countries impose dividend withholding taxes up to 30%. 
Depending on a custodian’s ability to reclaim any withheld foreign taxes on dividends, 
taxable portfolios may be able to recoup a portion of these taxes by use of the foreign tax 
credit. However, tax-exempt portfolios, to the extent they pay any foreign withholding taxes, 
may not be able to utilize the foreign tax credit and therefore may be unable to recover any 
foreign taxes withheld on dividends of foreign securities. 

Correlation Risk:  The U.S. and non-U.S. equity markets often rise and fall at different 
times or by different amounts due to economic or other developments particular to a given 
country or region. This phenomenon would tend to lower the overall price volatility of a 
portfolio that included both U.S. and ADRs. Sometimes, however, global trends will cause 
the U.S. and non-U.S. markets to move in the same direction, reducing or eliminating the 
risk reduction benefit of international investing. 
 
Real Estate Securities Risk:  Equity REITs will be affected by changes in the values of 
and incomes from the properties they own, while mortgage REITs may be affected by the 
credit quality of the mortgage loans they hold. REITs are also dependent on specialized 
management skills, which may affect their ability to generate cash flow for operating 
purposes and to pay distributions. Additionally, REITs may have limited diversification and 
are subject to the risks associated with obtaining financing for real property. 

Actively Managed Fixed Income Portfolios 
 
Our goal is to add value to each portfolio by exploiting opportunities in the market place.  Our 
approach emphasizes safety, liquidity and relative performance enhancement.  

Actively Managed Fixed Income Portfolio Investment Strategies 
 
The fixed income investment strategies that Oakwood offers vary primarily based on duration of 
the fixed income securities. Oakwood offers clients that desire actively managed fixed income 
portfolios the following investment strategies:  
           
Strategy     Typical Number of Positions  

 
Intermediate Fixed Income Strategy   10-35 
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Full Maturity Fixed Income Strategy   10-35 
Tax-Exempt Fixed Income Strategy   10-35 
Short Term Fixed Income Strategy   10-35 
 

Intermediate Fixed Income portfolios invest only in U.S. government and investment 
grade corporate bonds (investment grade is measured at time of purchase).  The 
Intermediate Fixed Income portfolios are benchmarked to the Barclays Capital U.S. 
Intermediate Government Credit Bond Index.   

Full Maturity Fixed Income portfolios invest only in U.S. government and investment 
grade corporate bonds (investment grade is measured at time of purchase).  The Full 
Maturity Fixed Income portfolios use the Barclays Capital U.S. Intermediate Government 
Credit Bond Index as a primary benchmark and the Barclays Capital Aggregate Bond Index 
as a secondary benchmark.  

Tax-Exempt Fixed Income portfolios invest in tax-exempt municipal bonds.  The Tax-
Exempt Fixed Income portfolios use the Merrill Lynch 3-7 Year Municipal Bond Index as a 
primary benchmark and the Merrill Lynch 1-3 Year Municipal Bond Index as a secondary 
benchmark. The typical Tax-Exempt Fixed Income portfolio will hold between 10 and 35 
separate municipal bonds. 

Short Term Fixed Income portfolios invest primarily in U.S. government securities and 
federal agency securities. The Short Term Fixed Income portfolios are benchmarked to the 
Merrill Lynch 1-5 Year US Treasury and Agency Index.   

Methods of Analysis of Actively Managed Fixed Income Strategies 
 
Oakwood uses a quantitative approach to construct fixed income portfolios.  This approach 
emphasizes a risk-sensitive investment process designed to control duration. Typically, portfolios are 
fully invested and duration is managed within a narrow defined range of the performance 
benchmark selected by the client.  We actively monitor all core holdings using fundamental and 
technical analysis and exchange these securities for other opportunities based on relative 
attractiveness. 
 
The investment process begins with a thorough analysis of high quality fixed income security 
candidates within a universe of security choices.  This process entails a yield curve study, cash flow 
analysis and return behavior of each security candidate.  We then establish an overall quality profile 
that considers present and future economic factors, yield advantages and historical trends.  
 
From this information, we consider alternative security choices through a substitution process that 
includes the previous selected fixed income security candidates.  Prior to executing trades or making 
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changes in a client’s portfolio, we perform a rate of return analysis utilizing various interest-rate 
changes and time horizons, on both the client’s portfolio and the client’s selected benchmark.   

Risks of Actively Managed Fixed Income Strategies 
 
Clients that have selected Oakwood’s actively managed fixed income strategies may be subject to the 
following principal risks depending upon the types of securities held in their portfolios: 

Market Risk:  Economic, political and issuer-specific events will cause the value of fixed 
income securities held in a client’s portfolio to rise or fall. Unforeseen market events could 
negatively impact the value of a client’s portfolio.  
 
Interest Rate Risk:  Fixed income securities are subject to interest rate risk because the 
prices of fixed income securities tend to move in the opposite direction of interest rates.  
When interest rate rise, fixed income security prices fall.  When interest rates fall, fixed 
income security prices rise.  In general, fixed income securities with longer maturities, some 
of which may be held in a client’s portfolio, are more sensitive to these price changes. 
 
Credit Risk:  Credit risk is the risk that the issuer of a security may be unable or unwilling to 
make interest payments and/or repay principal when due and the related risk that the value 
of a bond may decline because of concerns about the issuer’s ability or willingness to make 
such payments.  A downgrade to an issuer’s credit rating or a perceived change in an issuer’s 
financial strength may affect a security’s value, and thus impact the performance of a client’s 
portfolio. In adverse economic or other circumstances, issuers of lower rated securities are 
more likely to have difficulty making principal and interest payments than issuers of higher 
rated securities.  
 
Tax Risk for Tax-Exempt Municipal Bonds—Income from municipal bonds could be 
declared taxable because of unfavorable changes in tax laws, adverse interpretations by the 
Internal Revenue Service or state tax authorities, or noncompliant conduct of a bond issuer. 
In addition, a portion of otherwise exempt-interest dividends may be taxable to those clients 
subject to the federal alternative minimum tax. 

Political and Economic Risks of Municipal Securities:  The values of municipal 
securities may be adversely affected by local political and economic conditions and 
developments. Adverse conditions in an industry significant to a local economy could have a 
correspondingly adverse effect on the financial condition of local issuers. 

Income Risk:  Income risk is the risk that falling interest rates will cause the income earned 
by fixed income securities to decline. 
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Call Risk:  Call risk is the risk that during periods of falling interest rates, a bond issuer will 
call or repay a higher-yielding bond before its maturity date, forcing Oakwood to reinvest 
the client’s portfolio in bonds with lower or higher interest rates than the original 
obligations. 
 
Extension Risk — During periods of rising interest rates, the average life of certain types 
of securities may be extended because of lower than expected principal payments. This may 
lock in a below market interest rate, increase the security’s duration and reduce the value of 
the security. This is known as extension risk.  

 
Derivatives Risk:  A small investment in derivatives could have a potentially large impact 
on a client’s portfolio performance. The use of derivatives involves risks different from, or 
possibly greater than, the risks associated with investing directly in the underlying assets. 
Derivatives can be highly volatile, illiquid and difficult to value, and there is the risk that 
changes in the value of a derivative will not correlate with the underlying instruments or the 
portfolio’s other investments. Derivative instruments also involve the risk that a loss may be 
sustained as a result of the failure of the counterparty to the derivative instruments to make 
required payments or otherwise comply with the derivative instruments’ terms. Certain types 
of derivatives involve greater risks than the underlying obligations because, in addition to 
general market risks, they are subject to illiquidity risk, counterparty risk, and credit risk.  
 
Mortgage Backed Securities Risk:  Mortgage-backed securities have unique risks. The 
value of these securities can fall if the owners of the underlying mortgages pay off their 
mortgages sooner than expected, which could happen when interest rates fall, or later than 
expected or not at all, which could happen when interest rates rise or economic conditions 
more generally deteriorate. If the underlying mortgages are paid off sooner than expected, 
Oakwood may have to reinvest this money in mortgage-backed or other securities that have 
lower yields.  The downturn in the housing market and the resulting recession in the United 
States have negatively affected, and may continue to negatively affect, both the price and 
liquidity of mortgage-backed securities. Mortgage-backed securities are also subject to 
extension risk, which is the risk that rising interest rates could cause mortgages or other 
obligations underlying the securities to be prepaid more slowly than expected, resulting in 
slower prepayments of the securities. This would, in effect, convert a short- or medium-
duration mortgage- or asset-backed security into a longer-duration security, increasing its 
sensitivity to interest rate changes and causing its price to decline. 

 
Foreign securities and currencies risk:  The prices of foreign bonds may decline or 
fluctuate because of: (a) economic or political actions of foreign governments, and/or (b) 
less regulated or liquid securities markets.  In addition, foreign currency will fluctuate in 
value against the U.S. dollar. 
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Balanced Portfolios 
 
Balanced strategies may combine any of the equity strategies (both structured and active) with any of 
the fixed income strategies (both structured and active) according to a client’s desired asset 
allocation. Please see above for a discussion of the methods of analysis and risks of these strategies.  
 

Additional Risk for Balanced Portfolios 
 

Management/Asset Allocation Risk — Actively managed balanced portfolios are 
dependent upon an adviser’s ability to make appropriate asset allocation decisions to achieve 
a portfolio’s investment objective. As a result, a portfolio may underperform its benchmark 
or other portfolios with similar investment objectives. 

Management of Fidelity Personal Retirement Annuity Client Accounts 

Investment Strategies  for Fidelity Personal Retirement Annuity Client Accounts  
 
Clients’ Managed Annuity Accounts may be invested only in mutual funds managed by an affiliate 
of Fidelity Insurance or other firms Fidelity Insurance selects (the “Fidelity Approved Funds”). The 
Fidelity Approved Funds may invest both in U.S. and non-U.S. markets, including emerging 
markets. Oakwood determines the Fidelity Approved Funds in which each client Managed Annuity 
Account invests and periodically rebalances the allocation of Fidelity Approved Funds in a client’s 
Managed Annuity Account based on a client’s selection of investment strategy.  
 
The following is a list of investment strategies available for Clients’ Managed Annuity Accounts:  
 

• Equity Strategy 
• Fixed Income Strategy 
• Balanced Strategies that combine any the above investment strategies according to a client’s 

desired asset allocation  

Methods of Analysis for Fidelity Personal Retirement Annuity Client Accounts’ 
Investment Strategies 
 

Oakwood manages these accounts based on the principles and beliefs that markets work, 
diversification reduces uncertainty, risk and return are related, and that asset allocation along 
company size, value, and market exposure dimensions primarily determines the results of a broadly 
diversified portfolio.  Oakwood works with clients to determine the appropriate allocation among 
asset classes for each client’s Managed Annuity Account based on the client’s investment objectives, 
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risk tolerance and any special needs.  Oakwood then selects the Fidelity Approved Funds for a 
client’s Managed Annuity Account accordingly.  Oakwood typically rebalances a client’s Managed 
Annuity Account when the difference between the client’s asset allocation guidelines and the 
Managed Annuity Account is approximately plus or minus 20%.  The rebalancing normally takes 
place twice a year. However, Fidelity Insurance or its affiliates may impose limits on the number of 
purchases and sales of Fidelity Approved Funds that Oakwood may make for a client’s Managed 
Annuity Account. 

Risks of Fidelity Personal Retirement Annuity Client Accounts Investment Strategies 
 

Typically, clients that select a more aggressive asset allocation are subject to a greater risk of loss 
than clients that select a more conservative asset allocation.  Because clients’ Managed Annuity 
Accounts are invested in shares of the Fidelity Approved Funds, a client’s Managed Annuity 
Account investment performance and risks are directly related to the investment performance and 
risks of the Fidelity Approved Funds. Please see the prospectuses of the Fidelity Approved Funds 
for additional information about risks. 

An investment in the Fidelity Approved Funds involves risk, and a client’s Managed Annuity 
Account could lose money on its investment in the Fidelity Approved Funds. In summarizing the 
risks of the Fidelity Approved Funds below, Oakwood has organized the discussion into those risks 
typically associated with Fidelity Approved Funds that invest in equity securities (“Equity Funds”), 
those risks typically associated with Fidelity Approved Funds that invest in fixed income securities 
(“Fixed Income Funds”) and those risks generally associated with both types of Fidelity Approved 
Funds.   

Equity Funds 
 
Small Company Risk:  Small company stocks owned by the Fidelity Approved Funds are 
often less liquid and more volatile than those of large capitalization companies.  In general, 
smaller capitalization companies are also more vulnerable than larger companies to adverse 
business or economic developments and they may have more limited resources.  Moreover, 
companies with smaller market capitalizations also tend to have unproven track records and 
are more likely to fail than companies with larger market capitalizations. 
 
Value Investment Risk:  Value stocks owned by the Fidelity Approved Funds may 
underperform other stocks. 
 
Foreign securities and currencies risk:  The prices of foreign securities owned by the 
Fidelity Approved Funds may decline or fluctuate because of: (a) economic or political 
actions of foreign governments, and/or (b) less regulated or liquid securities markets.  In 
addition, foreign currency will fluctuate in value against the U.S. dollar. 
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Emerging Markets Risk:  Numerous emerging market countries have a history of, and 
continue to experience serious, and potentially continuing, economic and political problems. 
Stocks markets in many emerging market countries are relatively small, expensive to trade in 
and risky.  Foreigners are often limited in their ability to invest in, and withdraw assets from, 
these markets.  Additional restrictions may be imposed under other conditions.  Frontier 
market countries generally have smaller economies or less developed capital markets and, as 
a result, the risks of investing in emerging market countries are magnified in frontier market 
countries.  

 
Risks of Real Estate Funds: The Fidelity Approved real estate Funds are exposed to the 
general risks of direct real estate ownership.  The value of securities in the real estate industry 
can be affected by changes in real estate values and rental income property taxes, interest 
rates, and tax and regulatory requirements.  In addition, the real estate Funds typically hold 
REITs or REIT-like entities.  REITs or REIT-like entities are dependent upon management 
skill, may not be diversified, and are subject to heavy cash flow dependency and self-
liquidation.  Also, because REITs and REIT-like entities typically are invested in a limited 
number of projects or in a particular market segment, these entities are more susceptible to 
adverse developments affecting a single project or market segment than more broadly 
diversified investments.  

Fixed Income Funds 
 
Interest Rate Risk:  The prices of fixed income securities owned by the Fidelity Approved 
Funds tend to move in the opposite direction of interest rates.  When interest rate rise, fixed 
income security prices fall.  When interest rates fall, fixed income security prices rise.  In 
general, fixed income securities with longer maturities are more sensitive to these price 
changes. 
 
Credit Risk:  Credit risk is the risk that the issuer of a security owned by the Fidelity 
Approved Funds may be unable to make interest payments and/or repay principal when 
due.  A downgrade to an issuer’s credit rating or a perceived change in an issuer’s financial 
strength may affect a security’s value, and thus impact the performance of the Fidelity 
Approved Funds. Credit risk is greater for fixed income securities with ratings below 
investment grade.  Below investment grade fixed income securities involve high credit risk 
and are considered speculative. Below investment grade fixed income securities may also 
fluctuate in value more than higher quality fixed income securities, and, during periods of 
market volatility, may be more difficult to sell at the time and price that a Fidelity Approved 
Fund desires.   
 
Political and Economic Risks of Municipal Securities:  The values of municipal 
securities owned by a Fidelity Approved Fund may be adversely affected by local political 
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and economic conditions and developments. Adverse conditions in an industry significant to 
a local economy could have a correspondingly adverse effect on the financial condition of 
local issuers. 

State-Specific Risk and Non-Diversification Risk:  Municipal securities of a specific state 
owned by a Fidelity Approved Fund are highly sensitive to events affecting the fiscal stability 
of that state and its agencies and municipalities.  These events may include state or local 
legislation or policy changes, state constitutional limits on tax increases, erosion of the tax 
base of the state or one or more localities, the effects of possible terrorist acts or natural 
disasters, budget deficits, or other economic or credit problems affecting the state generally 
or any individual locality.  There is also the risk that a state-specific Fund may be more 
volatile than a diversified fund because it invests in a smaller number of issuers.  The gains 
or losses on a single security held by such a Fidelity Approved Fund may, therefore, have a 
greater impact on the Fund’s value. 
 
Income Risk:   Income risk is the risk that falling interest rates will cause the income earned 
by fixed income securities owned by the Fidelity Approved Funds to decline. 
 
Call Risk:  Call risk is the risk that during periods of falling interest rates, a bond issuer will 
call or repay a higher-yielding bond before its maturity date, forcing a Fidelity Approved 
fixed income Fund to reinvest in bonds with lower interest rates than the original 
obligations. 
 
Tax Liability Risk:  Distributions by an Fidelity Approved municipal bond Fund may 
become taxable to clients as ordinary income due to noncompliant conduct by a municipal 
bond issuer, unfavorable changes in federal or state laws, or adverse interpretations of tax 
laws by the Internal Revenue Service or state tax authorities.  Such adverse interpretations or 
actions could cause interest from a security to become taxable, possibly retroactively, thereby 
increasing the tax liability to a client.  In addition, such adverse interpretations or actions 
could cause the value of the Fidelity Approved municipal bond Fund to decline. 
 
Inflation-Protected Securities Interest Rate Risk:  Inflation-protected securities owned 
by a Fidelity Approved Fund may react differently from fixed income securities to changes 
in interest rates.  Because interest rates on inflation-protected securities are adjusted for 
inflation, the values of these securities are not materially affected by inflation expectations.  
Therefore, the value of inflation-protected securities is anticipated to change in response to 
changes in “real” interest rates, which represent stated interest rates reduced by the expected 
impact of inflation.  Generally, the value of an inflation-protected security will fall when real 
interest rates rise and will rise when real interest rates fall. 
 
Foreign securities and currencies risk:  The prices of foreign securities owned by the 
Fidelity Approved fixed income Funds may decline or fluctuate because of: (a) economic or 
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political actions of foreign governments, and/or (b) less regulated or liquid securities 
markets.  In addition, foreign currency will fluctuate in value against the U.S. dollar. 

Equity and Fixed Income Funds 
 
Management/Asset Allocation Risk — Clients’ Annuity Accounts are dependent upon 
Oakwood’s ability to make appropriate asset allocation decisions to achieve an Annuity 
Account’s investment objective. As a result, an Annuity Account may underperform its 
benchmark or other Annuity Accounts with similar investment objectives. 

Market Risk:  Economic, political and issuer-specific events will cause the market value of 
securities held by the Fidelity Approved Funds to rise or fall.  
 
Derivatives:  Derivatives are securities, such as futures contracts, whose value is derived 
from that of other securities or indices.  Some of the Fidelity Approved Funds may use 
derivatives, both for hedging and non-hedging purposes. While hedging can reduce or 
eliminate losses, it can also reduce or eliminate gains.  The use of derivatives for non-
hedging purposes may be more speculative than other types of investments.  Derivative 
securities are subject to a number of risks including liquidity, interest rate, market, credit and 
management risks, and the risk of improper valuation.  A small investment in derivatives 
could have a potentially large impact on a Fund’s performance. Derivatives can be highly 
volatile, illiquid and difficult to value, and there is the risk that changes in the value of a 
derivative held by a Fund’s portfolio will not correlate with the Fidelity Approved Fund’s 
instruments or the Fund’s other investments. Derivative instruments also involve the risk 
that a loss may be sustained as a result of the failure of the counterparty to the derivative 
instruments to make required payments or otherwise comply with the derivative instruments’ 
terms.  
 
Securities Lending:  The Fidelity Approved Funds typically lend some of the securities in 
the Fund’s portfolio to third parties.  The risk is that the borrower may fail to return the 
securities the Fund has lent in a timely manner or at all.  As a result, a Fidelity Approved 
Fund may lose money as a result of a delay in the return of the lent securities or the 
borrower’s failure to return the lent securities. 

 

Non-Discretionary Services 
 

Methods of Analysis and Risks  
Oakwood determines whether to recommend a TPP’s suite of services to 401(k) Plans based on the 
Plan’s needs and circumstances.  Oakwood will conduct a due diligence on the TPP and its 
recommendation will be based on several factors including the TPP’s investment philosophy, 
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personnel, experience, quality of service, consistency in implementation, reputation, and compliance 
with regulatory bodies.  

Please see the TPP’s Firm Brochure for a description of the methods of analysis and risks associated 
with its portfolio management services.  Please also see the prospectuses of the underlying mutual 
funds. 

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 Oakwood or the integrity of 
Oakwood’s management.  Oakwood has no legal or disciplinary events to disclose. 

401(k) Plan trustees that select Oakwood’s non-discretionary services and a TPP’s suite of services 
should review the TPP’s Firm Brochure for any disciplinary information about the TPP.  
 

Item 10 – Other Financial Industry Activities and Affiliations 
 
Certain of Oakwood's officers and/or employees are also registered representatives of Finance 500, 
Inc. or Syndicated Capital Inc. and in that capacity may receive commissions on the sale of mutual 
funds and 12b-1 fees in connection with the sale of mutual funds not used by Oakwood in its 
management of client portfolios. Oakwood's clients are under no obligation to purchase mutual 
funds on which Oakwood's officers and/or employees will receive a commission or a 12b-1 fee.  
Any commissions Oakwood's officers and/or employees receive will be in addition to the payment 
of investment management fees to Oakwood by a client.  In addition, Oakwood's officers and 
employees, acting as registered representatives of Finance 500, Inc. or Syndicated Capital Inc. may 
recommend the purchase and sale of stocks to persons who are not clients, but may be related to 
clients, and receive commissions on those transactions.  Oakwood will not direct clients' portfolio 
transactions to Finance 500, Inc. or Syndicated Capital Inc. Oakwood's officers and employees will 
not receive any commissions on the purchase or sale of securities to Oakwood managed client 
portfolios. Please also see Item #5 for additional information. 
 
401(k) Plan trustees that select Oakwood’s non-discretionary services and a TPP’s suite of services 
should review the TPP’s Firm Brochure for additional information about its financial industry 
activities and affiliations. 
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Item 11 – Code of Ethics, Participation or Interest in Client Transactions 
and Personal Trading 

Code of Ethics 
 
Oakwood’s Code of Ethics emphasizes the high standards of conduct that Oakwood has always 
sought to observe.  The Code of Ethics consists of certain core principles including, but not limited 
to:  1) the interests of clients will be placed ahead to the firm's or any employee's own investment 
interests, 2) officers and employees will not take inappropriate advantage of their positions, 3) 
officers and employees will deal fairly and objectively with all clients when taking investment action 
for clients, 4) information concerning clients’ investments will be kept confidential, 5) employees 
will provide professional investment management advice based upon unbiased independent 
judgment, and 6) officers, managing members and employees will act with the utmost integrity. 
 
In addition, the Code of Ethics places restrictions on officer and employee personal securities 
transactions and requires officers and employees to obtain prior approval of most of their personal 
securities transactions.  The Code also requires officers and employees to report periodically, with a 
few minor exceptions set forth in Rule 204A-1 under the Investment Advisers Act of 1940, their 
personal securities transactions and holdings. 
 
Specifically, officers and/or employees of Oakwood are permitted to buy and sell securities for 
their own accounts provided they comply with procedures and reporting requirements which are 
designed to prevent any conflict of interest with client transactions.  Oakwood has procedures in 
place to avoid contemporaneous trading by its officers and/or employees in securities that are also 
being recommended to clients or which are involved in buy and sell programs by Oakwood for its 
clients.  Oakwood believes that these procedures are adequate to prevent any intentional or 
inadvertent conflict of interest.  Nevertheless, it is possible that from time to time, Oakwood may 
recommend to clients, or purchase for or sell from Client portfolios, securities that are also held in 
the personal investment portfolios of Oakwood officers and/or employees.  In addition, 
Oakwood's officers and employees may purchase or sell the same securities as clients a day or more 
in front of clients and receive a more favorable price.  Oakwood's officers and employees may not 
purchase or sell the same securities on the same day as clients. 
 
Oakwood employee accounts that are managed by the firm or other advisers are not subject to any 
of the restrictions of the policy on personal security transactions because the employee does not 
have any control over the employee's account. 
 
Oakwood employees are also prohibited from purchasing securities in an initial public offering.  
However, subject to the preclearance requirement described above, Oakwood employees may 
purchase securities in the aftermarket.  Oakwood employees must receive written permission from 
the Chief Compliance Officer (“CCO”) or his designee to purchase any private placement.  
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Oakwood grants permission when it believes the investment would not be suitable for its clients or 
if there are sufficient securities for both its clients and its employees to purchase the private 
placement.  

Oakwood and its officers and/or employees may, from time to time, come into possession of 
material nonpublic and other confidential information, which, if disclosed, might affect an investor’s 
decision to buy, sell or hold a security.  Under applicable law, Oakwood and its officers and/or 
employees may be prohibited from improperly disclosing or using such information for their own 
personal benefit or for the benefit of any other person, regardless of whether such other person is a 
client. Accordingly, should such persons come into possession of material nonpublic or other 
confidential information with respect to any company, they may be prohibited from communicating 
such information to, or using such information for the benefit of clients, and have no obligation or 
responsibility to disclose such information to, nor responsibility to use such information for the 
benefit of any client. 

Oakwood has adopted procedures to prevent the misuse of material information by it and its 
employees.  Among other things, these provisions include requirements that Oakwood employees 
refrain from trading on or communicating such information to others. 

Any employee who fails to comply with the Code of Ethics or observe the above-described policies 
risks serious sanctions, including fines, dismissal and personal liability. 

Oakwood will provide any client or prospective client a copy of the Code of Ethics upon request. 
 

Participation or Interest in Client Transactions 
 

Oakwood may act as investment manager to numerous client accounts. Oakwood may give advice 
and take action with respect to any accounts it manages, or for its own account, that may differ from 
action taken by Oakwood on behalf of other client accounts.  Oakwood is not obligated to 
recommend, buy or sell, or to refrain from recommending, buying or selling any security that 
Oakwood or its employees may buy or sell for its or their own account or for the accounts of any 
other client.  Oakwood is not obligated to refrain from investing in securities held accounts that it 
manages except to the extent that such investments violate Oakwood’s Code of Ethics. 

From time to time, employees of Oakwood may have interests in securities owned by or 
recommended to Oakwood’s clients.  As these situations may represent a potential conflict of 
interest, Oakwood’s Code of Ethics described above includes procedures relating to personal 
securities transactions that are designed to prevent actual conflicts of interest. In addition, 
Oakwood may manage accounts for its employees and their family members alongside client 
accounts.   Oakwood has adopted trade aggregation and allocation procedures, which permit block 
trading of employee and family accounts with client accounts under certain circumstances.  See 
discussion of Aggregation and Allocation of Sales and Purchase Orders in item 12 below. 
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Oakwood does not engage in principal or agency cross transactions with clients.   
 
401(k) Plan trustees that select Oakwood’s non-discretionary services and a TPP’s suite of services 
should review the TPP’s Firm Brochure for additional information about its Code of Ethics and 
Participation in Client Transactions. 

Item 12 – Brokerage Practices  

Discretionary Investment Management Services 
 

Brokerage selection, transaction costs, custodial arrangements and related trading issues are 
complex.  Clients who have questions concerning these issues after reading the information 
provided below are encouraged to discuss them with their wealth management executive.  Clients’ 
selection of investment strategy, brokerage firms and custodians may impact the order in which their 
trades are placed, whether their orders may be aggregated with other clients’ orders, and transaction 
costs.  Thus, transaction costs can generally vary significantly from trade to trade and aggregate 
transaction costs incurred during any particular period vary from client to client. 

Selection Criteria for Brokers and Dealers 
 
The following discussion applies only to the purchase and sale of individual equities or fixed income 
securities for actively managed equity and fixed income portfolios.  Oakwood’s policy is to seek the 
best qualitative executions for its clients’ accounts, rather than the lowest possible commission costs.  
While it is not always possible to measure “qualitative” execution with any precision, Oakwood’s 
objective in selecting brokers and dealers and in effecting portfolio transactions is to seek to obtain 
the best combination of price and execution with respect to its clients’ portfolio transactions.  The 
best net price, giving effect to brokerage commissions, spreads and other costs, is normally an 
important factor in this decision, but a number of other judgmental factors are considered as they 
are deemed relevant. 

The factors include, but are not limited to: the nature of the security being traded; the size and type 
of the 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; the execution, clearance and settlement capabilities; and the reasonableness of spreads or 
commissions. 

For purposes of increasing the size of potential orders and reducing related commission costs, 
Oakwood often uses professional brokers affiliated with strong national firms who are capable of 
providing a broad range of quality brokerage services for clients.  Oakwood may recommend that 
clients open their accounts with one of these firms.   
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In particular, Oakwood may recommend, and clients may choose, to custody their funds and 
securities with Fidelity Investments (“Fidelity”) and TD Ameritrade, Inc. (“TD Ameritrade”), both 
of which are registered broker-dealers and SIPC members.  Both programs offer services to 
independent investment advisers which are not affiliated with executing brokerage firms and whose 
clients maintain their accounts with such firms.  Services include brokerage, custody, research and 
access to mutual funds and other investments that are otherwise generally available only to 
institutional investors or would require a significantly higher minimum initial investment, as well as a 
referral service.  Clients whose accounts are held by either firm generally do not pay a separate fee 
for custody.  The broker-dealers are compensated by account holders through commissions or other 
transaction-related fees for trades executed through the firms or that settle into accounts held by the 
firms. 

Oakwood may have a conflict of interest in recommending Fidelity and TD Ameritrade because, as 
discussed below, Oakwood receives referrals and investment research and other services as a result 
of client accounts maintained at these firms.  Oakwood believes that these benefits are shared by its 
clients in the management of their portfolios, but clients should consider whether the advantages to 
both Oakwood and its client of maintaining accounts at either firm is outweighed by other 
considerations. 

Oakwood makes a subjective valuation of the research and other brokerage services provided by a 
brokerage firm.  In addition, unless otherwise specifically instructed by the client, Oakwood 
negotiates a reasonable discount from the former fixed commission rates on most transactions even 
when the commission includes payment for research and brokerage services. 
 
Unless Oakwood is specifically directed otherwise by the client, Oakwood's practice is to negotiate 
appropriate commission discounts on equity securities and implied discounts on fixed income 
securities.  While commissions are negotiated as to price, Oakwood will sometimes pay a broker a 
higher commission rate than is charged by another broker in recognition of the brokerage and 
transactional ability of the broker, research services and products provided and client servicing 
performed by that broker. 
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Research and Other Soft Dollar Benefits 
 
(The term “client portfolios” in the remainder of this brochure refers to Structured Managed Global 
Portfolios and Actively Managed Equity and Fixed Income Portfolios.)  When appropriate under its 
discretionary authority and consistent with its duty to obtain best execution, Oakwood may direct 
brokerage transactions for securities for client portfolios to broker-dealers who provide Oakwood 
with research and brokerage products and services.  The client portfolios’ brokerage commissions 
used to acquire research or brokerage in these arrangements are known as “soft dollars.”  Broker-
dealers typically provide a bundle of services including research and execution of transactions.  The 
services provided can be either proprietary (created and provided by the broker-dealer, including 
tangible products as well as access to analysts and traders) or third party (created by a third party but 
provided by the broker-dealer).  Oakwood may use client portfolios’ brokerage commissions to 
acquire either type of services.  Please also see the discussion under Client Directed Brokerage 
Transactions below. 

Oakwood’s use of soft dollars is intended to comply with the requirements of Section 28(e) of the 
Securities Exchange Act of 1934.  Section 28(e) provides a "safe harbor" for investment managers 
who use commissions or transaction fees paid by their advised accounts to obtain investment 
research services that provide lawful and appropriate assistance to the manager in performing 
investment decision-making responsibilities.  As required by Section 28(e), the firm will make a 
good faith determination that the amount of commission or other fees paid is reasonable in relation 
to the value of the brokerage and research services provided.  That is, before placing orders with a 
particular broker, we generally determine, considering all the factors described below, that the 
compensation to be paid is reasonable in relation to the value of all the brokerage and research 
products and services provided by the broker.  In making this determination, we typically consider 
not only the particular transaction or transactions and the value of brokerage and research services 
and products to a particular client, but also the value of those services and products in Oakwood’s 
performance of its overall responsibilities to all of its clients.  In some cases, the commissions or 
other transaction fees charged by a particular broker-dealer for a particular transaction or set of 
transactions may be greater than the amounts another broker-dealer who did not provide research 
services or products might charge. 
 
When Oakwood uses client portfolios’ brokerage commissions to obtain proprietary research or 
third-party research services, Oakwood receives a benefit because Oakwood does not have to 
produce or pay for the research services it receives from broker-dealers.  Oakwood, at no cost to it, 
may supplement its own research and analysis activities, receive the views and information of 
individuals and research staffs of other securities firms, and gain access to persons having special 
expertise on certain companies, industries, areas of the economy and market factors.   

In addition when Oakwood uses client portfolios’ brokerage commissions to obtain proprietary 
research or third-party research services, Oakwood may cause client portfolios to pay commissions 
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higher than those charged by other broker-dealers in return for soft dollar benefits (known as 
paying-up). This practice creates a conflict of interest for Oakwood.  Oakwood may have an 
incentive to select or recommend broker-dealers based on Oakwood’s interest in receiving research 
services, rather than on Oakwood’s clients’ interest in receiving the most favorable execution.  For 
this reason, Oakwood carefully evaluates the value of the products and services it receives on a "soft 
dollar" basis to ensure that Oakwood is receiving good value in relation to the commission paid and 
to ensure that the products and service are of real use to Oakwood in performing its advisory duties 
to the benefit of its clients.   

In addition, as a result of these soft dollar arrangements, Oakwood may have an incentive to trade 
client portfolios more frequently or in a greater volume than necessary.  Oakwood typically directs 
more brokerage over which Oakwood has discretion, to the brokerage firm(s) that provides 
Oakwood with third-party research than to other firms. 

Oakwood uses the research services obtained with soft dollar credits to service all of Oakwood’s 
clients' portfolios.  It is impractical to allocate the benefits among client portfolios proportionately 
according to the soft dollar benefits they generated.  Thus, Oakwood may use the research services 
paid for with soft dollars in servicing all the firm's clients, and not all such services may be used by 
the firm in connection with the client portfolios that paid commissions to the broker providing 
such services. 
 
In order to obtain additional research and brokerage services on a "soft dollar" basis, Oakwood 
may sometimes send fixed income transactions to specialized brokers with whom Oakwood has a 
"soft dollar" credit arrangement and who execute such transactions on an agency basis.  Typically, 
fixed income transactions are effected on a principal basis, and the use of fixed income brokers 
with whom Oakwood has a "soft dollar" credit arrangement is limited to transactions involving 
treasuries and municipal bonds.  When Oakwood uses a fixed income broker on an agency basis, 
Oakwood takes steps to ensure that the total transaction cost (price plus commission) is 
competitive with the cost embedded in the typical principal transaction.  Oakwood receives this 
assurance based on two separate cost comparisons, one done by Oakwood itself and one done by 
the specialized broker.  Thus, Oakwood uses an agency broker for fixed income transactions only 
in limited circumstances and only where the cost to the client is competitive. 
 
During 2013, research services and products Oakwood acquired with clients’ portfolios’ brokerage 
commissions included economic data and trends, sector and industry data and trends, asset class 
performance data, benchmark compositions, company analyses, credit analyses, news services, on-
line quotation and trading systems, risk measurement as well as direct access to analysts or traders. 
 
During the fiscal year ending December 31, 2013, Oakwood directed most brokerage for actively 
managed portfolios over which it had discretion to two brokerage firms, and received third-party 
research services in exchange for the soft dollar credits generated by client portfolios’ brokerage 
commissions.   In addition, as required by certain client custodial arrangements, Oakwood directed 
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brokerage to the firms at which these clients’ portfolios were custodied or their affiliates and 
received proprietary research services in exchange for client portfolio brokerage commissions. 
During this same period, Oakwood followed the procedures listed below to direct client portfolios’ 
brokerage transactions to these brokerage firms.  

• Oakwood’s Chief Compliance Officer (“CCO”) reviewed and approved the products and 
services it receives in connection with each soft dollar arrangement. 

• Oakwood’s CCO reviewed the soft dollar arrangements to ensure that the products and 
services received were of real use to Oakwood and assisted the firm in investment decision 
making or involved the provision of brokerage services. 

• Oakwood obtained copies of each agreement between a broker-dealer and a third-party 
vendor to provide research services to Oakwood.  

• Oakwood obtained monthly statements from each broker-dealer that paid for any research 
or brokerage services with client commissions. 

Brokerage for Client Referrals 
 
Oakwood is not currently directing brokerage for client portfolio transactions in order to receive 
client referrals.  However, as explained in the next paragraph, Oakwood may receive client referrals 
through its participation in brokerage firm referral programs. 

Brokerage Firm Referral Programs 
 
Oakwood may participate in referral programs offered by independent and unaffiliated 
broker/dealers.  This participation may pose conflicts of interest between the client’s interest in 
obtaining best execution and Oakwood's interest in obtaining future referrals.  These referral 
programs will typically involve prearranged or directed brokerage arrangements.  As explained in 
the following paragraph and within the constraints described therein, Oakwood will attempt to seek 
best execution of client transactions. 
 
Currently, Oakwood participates in the institutional advisor programs offered by TD Ameritrade 
Institutional and Fidelity Wealth Advisor Solutions Program. TD Ameritrade Institutional is a 
division of TD Ameritrade Inc., member FINRA/SIPC/NFA (“TD Ameritrade”), an unaffiliated 
SEC-registered broker-dealer and FINRA member. 

Fidelity Wealth Advisor Solutions (“WAS”) Program is offered through Strategic Advisers, Inc. 
(“SAI”), a registered investment adviser and subsidiary of FMR LLC, the parent company of Fidelity 
Investments.  All of these entities related to Fidelity Investments including Fidelity Brokerage 
Services, LLC will be collectively called Fidelity.  Oakwood receives referrals from SAI and from 
Fidelity for Fidelity Personal Retirement Annuity Accounts as well as other accounts through the 
WAS Program.  Oakwood is independent and not affiliated with SAI or Fidelity.  SAI and Fidelity 
do not supervise or control Oakwood and have no responsibility or oversight for Oakwood’s 
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investment management or other advisory services.  Under the WAS Program, SAI acts as a solicitor 
for Oakwood, and Oakwood pays referral fees to SAI for each referral received based on 
Oakwood’s assets under management attributable to each client referred by SAI or members of each 
client’s household.  SAI, in turn, pays a portion of the referral fee it receives from Oakwood to the 
individual registered representative who referred the client to Oakwood.  Thus, the SAI registered 
representative has an economic incentive to refer clients to Oakwood. Oakwood has agreed not to 
charge clients more that the standard range of advisory fees as disclosed under Item 5, Fees and 
Compensation, to cover solicitation fees paid to SAI. 

Both TD Ameritrade and Fidelity (SAI) offerings to independent investment advisors include 
custody of securities, trade execution, clearance and settlement of transactions.  Oakwood receives 
some benefits from TD Ameritrade and SAI through its participation in their respective programs.  
Clients of Oakwood who elect to place their accounts in custody with Fidelity or TD Ameritrade 
also receive brokerage services at commission rates established by the firms in connection with 
transactions, which Oakwood executes through their trading facilities.  Please see Item 14 below for 
additional information. 

Directed Brokerage 
 
Clients, except those with Managed Annuity Accounts, are permitted to direct Oakwood to use a 
specific brokerage firm (“Directed Broker”), or may have their portfolios custodied at a brokerage 
firm (“Custodial Broker”). When a client has a Directed Broker, Oakwood is required to direct all 
transactions for the client portfolio to this broker unless otherwise prohibited by law (e.g., ERISA).  
Clients who use a Directed Broker should understand that as a result of such direction, Oakwood 
may be unable to achieve the most favorable execution of client portfolio transactions.  

Directing brokerage may cost clients more money. For example, in a directed brokerage account, the 
client may pay higher brokerage commissions than Oakwood would be able to negotiate with other 
brokerage firms, or the client may receive less favorable prices, because Oakwood may not be able 
to aggregate orders for a client’s portfolio with orders for other clients’ portfolios.   

Those clients who use a Directed Broker should also consider whether the commission expenses, 
execution, clearance and settlement capabilities of the Directed Broker are comparable to those that 
Oakwood could otherwise attain for them.   

When a client has a Custodial Broker, Oakwood directs most transactions for actively managed 
portfolios and all transactions for structured managed portfolios and Fidelity Personal Retirement 
Annuity Accounts to this broker.  As discussed below, Oakwood attempts to aggregate client 
portfolio trades when possible and when Oakwood believes there would be a benefit to clients.  As 
with a Directed Broker, clients who use a Custodial Broker may be unable to participate in 
aggregated trades.  If Oakwood trades a client’s portfolio with a broker other than the Custodial 
Broker, as is often the case with fixed income transactions, the client’s portfolio typically will be 
charged a trade-away fee. 
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Clients should carefully consider the advantages and disadvantages associated with selecting a 
particular bank or brokerage firm to custody their accounts.  In many instances, selecting a 
particular firm may result in directing Oakwood to execute transactions for the clients’ portfolios 
through the brokerage firm acting as custodian or through a broker-dealer affiliate of the bank 
custodian with all of the potentially negative consequences and costs identified above.  Oakwood 
requests that clients negotiate or approve commission discounts with any Directed Broker or 
Custodial Broker.  Accounts domiciled with bank custodians may provide greater opportunities for 
commission discounts and order aggregation; however, banks charge a variety of fees for custody 
services, which may result in no real net economic savings.  Account size and activity are the 
determining factors.  Clients sometimes select brokers to custody their portfolios in order to avoid 
bank trust department custodian fees and/or to receive other services.  
 
In cases where commission rates are not negotiated because of a client instruction or custodial 
arrangement, the client should be aware that a conflict of interest may exist and should take into 
consideration the following: 1) a conflict of interest may exist to the extent Oakwood receives or 
may receive referrals from the broker or dealer; 2) the client may pay higher commission rates due 
to Oakwood's inability to fully negotiate the commission rate and/or obtain volume discounts 
when the client’s portfolio transaction is combined with those of other clients’ portfolios and 
traded as a "block"; and/or 3) execution of all trades for the client portfolio by one broker or dealer 
could result in failure to receive the best execution in some transactions; and/or 4) the client’s 
instruction may restrict Oakwood's ability to allocate brokerage to receive research services which 
may be of benefit to the client’s portfolio and to other client portfolios. 
 
The client should also be aware that directing brokerage may result in the client not being able to 
participate in an allocation of shares of a new issue if such issue is being offered by another broker 
or dealer. 
 
When a client participates in a wrap fee program sponsored by a third party and selects Oakwood as 
portfolio manager, the client’s portfolio is custodied at the wrap fee program sponsor or its 
brokerage affiliate.  In this arrangement, Oakwood typically directs all brokerage transactions for 
that client’s portfolio to the wrap fee program sponsor or its brokerage affiliate.  If Oakwood 
directed the client’s portfolio transactions to a different brokerage firm, the brokerage firm that 
executed that transaction would charge a commission and the client would be paying both a wrap 
fee and brokerage commissions.  As a result, Oakwood considers these clients’ portfolios to have a 
Directed Broker. Clients should consider all of the advantages and disadvantages of a wrap fee 
arrangement described above for clients with Directed Brokers. 

Aggregation and Allocation of Sales and Purchase Orders 
 

Oakwood has the obligation to seek "best execution" on each portfolio and Managed Annuity 
Account transaction.  Best execution entails the efficient placement of orders, clearance, settlement 
and the overall quality execution as well as the cost of the transaction.  As part of its effort to 
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obtain best execution, Oakwood may aggregate orders for several clients’ portfolios (a practice 
known as block trading). However, transactions for Managed Annuity Accounts must be placed 
with Fidelity and cannot be aggregated due to the structure of the Fidelity Personal Retirement 
Annuity.  In addition, Oakwood is not required to aggregate client portfolio transactions.  Each 
client portfolio that participates in a block trade will receive the average share price and a pro rata 
portion of the transaction costs on the trade, as described below. 

 
Before entering a block trade, Oakwood determines the allocation to be made in connection with 
the order.    

 
Typically, Oakwood is able to fill complete orders for structured managed portfolios.   
 
However, Oakwood may be unable to fill complete orders for actively managed portfolios because 
of market conditions or limited supply and demand.  Oakwood’s allocation procedures are designed 
to prevent any client portfolio from being favored consistently over any other client portfolio.  
Employee and employee family accounts managed by Oakwood will participate in allocations in the 
same manner as any other client portfolio. 

 
If an order for individual equity securities is only partially filled, the amount of the equity securities 
actually purchased will be allocated among portfolios equitably taking into account such factors as 
common custodian, the size of the order fill, the size of the various portfolios participating in the 
transaction, the effect on overall portfolio structure, and the degree to which a portfolio may have 
been given allocation preference in prior transactions based on the above factors.  In addition, to 
the extent practicable (a) the actual prices applicable to the partially filled block equity trade will be 
averaged, and (b) all transaction costs in such block trades shall be shared on a pro rata basis among 
all participating client portfolios except as noted below.  

 
If an order for individual fixed income securities is only partially filled, the amount of the fixed 
income securities actually purchased will be allocated among portfolios equitably taking into 
account such factors as common custodian, the size and the denomination of the order fill, the size 
of the various portfolios participating in the transaction, the duration objectives of the portfolio, 
the effect on overall portfolio structure, and the degree to which a portfolio may have been given 
allocation preference in prior transactions based on the above factors.   
 
Clients who have negotiated their own commission rates and directed their brokerage to a 
particular broker may be charged different commission rates in the same aggregated order. In 
addition, some clients may be paying a single fee based on assets under management for various 
brokerage services and others may be paying commissions.  As a result, clients who have directed 
their brokerage to a particular broker may pay higher or lower commission rates than other persons 
in the same aggregated order. 
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Non-Discretionary Services 
 
401(k) Plan trustees that select Oakwood’s non-discretionary services and a TPP’s suite of services 
should review the TPP’s Firm Brochure for additional information about its brokerage practices. 

Item 13 – Review of Accounts  

Discretionary Investment Management Services 
 
The Director of Equity Investments, Director of Fixed Income Investments, and Portfolio Manager 
("Portfolio Managers") monitor the portfolios and accounts they manage.  They will each be 
responsible for approximately 200 portfolios and accounts and will review each portfolio at least on 
a weekly basis and individual trades during and upon execution.   
 
The Portfolio Managers have detailed account portfolio holdings as well as a master summary of 
security positions cross referenced by portfolio.  When a Portfolio Manager contemplates acquiring 
a security, he/she will review portfolios to determine whether the particular security is appropriate 
taking into account such factors as diversification, risk, and return.  When a security position is to be 
sold, the Portfolio Manager will also review the affected portfolios.  In addition, the Portfolio 
Managers will review the portfolios for which they are responsible frequently to assess the total 
portfolio taking into account such factors as diversification, risk, return and performance. 
 
Clients will receive a written quarterly summary of their portfolio which will include asset allocation, 
sector diversification, quantity, security description, purchase date, percent of each security, unit 
cost, total cost, market price, market value, annual interest/dividend rate, projected annual income, 
and percent yield.  This summary will also show statement of changes and year to date income, 
expense and gain/loss summary including management fees paid by the client.  An annual written 
tax report will also include a schedule of capital transactions and items of income and expenses.  
These reports are in addition to the reports the client will receive directly from the client’s custodian.  
In addition, clients may log into Oakwood’s password-protected portfolio accounting system on a 
daily basis to check the transactions and holdings in their portfolios.  Clients may print these reports. 
 

Non-Discretionary Services 
 
Oakwood’s wealth management executive will typically review the investment portfolios of 401(k) 
Plans who have selected a TPP once a quarter and more frequently upon client request.  Please see 
the TPP’s Firm Brochure for a description of how it reviews 401(k) Plan client accounts. 
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Item 14 – Client Referrals and Other Compensation 

Discretionary Investment Management Services 

Other Compensation Benefits Received by Oakwood 
 
As disclosed above under Item 12, Oakwood participates in the following institutional advisor 
programs offered by TD Ameritrade Institutional and Fidelity through its Wealth Advisor Solution 
Program. Oakwood may recommend TD Ameritrade or Fidelity to clients for custody and 
brokerage services.  There is no direct link between Oakwood's participation in the program and 
the investment advice it gives to its clients, although Oakwood receives economic benefits through 
its participation in the programs that are typically not available to TD Ameritrade’s or Fidelity’s 
retail investors.  These benefits include the following products and services (provided without cost 
or at a discount): receipt of duplicate client statements and confirmations; research related products 
and tools; consulting services; access to a trading desk serving adviser participants; access to block 
trading (which provides the ability to aggregate securities transactions for execution and then 
allocate the appropriate shares to client accounts); the ability to have advisory fees deducted directly 
from client accounts; access to an electronic communications network for client order entry and 
account information; access to mutual funds with no transaction fees and to certain institutional 
money managers; and discounts on compliance, marketing, research, technology, and practice 
management products or services provided to Oakwood by third party vendors.  Both TD 
Ameritrade and Fidelity may also have paid for business consulting and professional services 
received by Oakwood's related persons.  Some of the products and services made available by TD 
Ameritrade and Fidelity may benefit Oakwood but may not benefit its client portfolios. These 
products or services may assist Oakwood in managing and administering client portfolios, including 
portfolios not maintained at TD Ameritrade or Fidelity.  Other services made available by the TD 
Ameritrade or Fidelity are intended to help Oakwood manage and further develop its business 
enterprise. The benefits received by Oakwood or its personnel through participation in the 
programs do not depend on the amount of brokerage transactions directed to TD Ameritrade or 
Fidelity.   

 
These services are made available to independent investment advisers so long as they meet certain 
criteria and is not otherwise contingent upon Oakwood committing to either firm any specific 
amount of brokerage or other business.  Both Fidelity and TD Ameritrade require that in order to 
qualify with their respective referral programs, an investment adviser must meet several criteria 
including being an SEC registered adviser in good standing, employ fee based compensation, have at 
least 10 years in business, with assets under management of at least $200 million for Fidelity and 
$100 million for TD Ameritrade, and have errors and omissions insurance policy coverage.  In 
addition, Oakwood agreed to pay SAI (a subsidiary of Fidelity) referral fees of 20% on all advisory 
fees received from referred clients starting November 1, 2012.  Oakwood also agreed to pay TD 
Ameritrade referral fees of 25% on all advisory fees received from clients referred by TD 
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Ameritrade starting September 2012 and 15% referral fees for clients referred prior to that date.  
Neither firm charges Oakwood clients a custody fee for maintaining their accounts but may charge 
clients nominal fees for settling transactions executed at other brokerage firms into their custody 
accounts. Both firms have minimum brokerage commissions and trade-away fees.  Other custodial 
firms may have more favorable arrangements. 

As part of its fiduciary duties to clients, the firm endeavors at all times to put the interests of its 
clients first.  Clients should be aware, however, that the receipt of economic benefits by Oakwood 
or its related persons in and of itself creates a potential conflict of interest and may indirectly 
influence Oakwood's choice of TD Ameritrade and Fidelity for custody and brokerage services. 
 
As part of its services, Oakwood may refer clients to certain insurance brokers or agents that pay 
referral fees to Oakwood if the clients purchase insurance through the agent.  The payment of 
referral fees to Oakwood may give rise to a conflict of interest between Oakwood and its clients 
that is disclosed to referred clients.   

Client Referrals 
 
Oakwood may enter into contractual agreements with individuals and organizations, including 
broker/dealers (thereafter referred to as "solicitors"), who refer or solicit clients for Oakwood.  All 
such agreements are made in writing pursuant to Rule 206(4)-3 under the Advisers Act.  While the 
specific terms of each agreement may differ, generally, a solicitor's compensation is based upon 
signing new clients and the retention of those clients through a varying percentage interest in the 
fees paid to Oakwood by such clients.  The agreement also may provide for the solicitor to receive 
a minimum guaranteed amount of compensation for a specified or definite period of time.  Under 
any circumstances, the solicitor's compensation does not increase the fee which Oakwood would 
otherwise charge for its investment management services. 
 

Non-Discretionary Services 
 

As noted above in Item #5, Oakwood receives a portion of the TPP’s fee charged to 401(k) Plan 
clients and this amount is disclosed in the three-party agreement between the client, the TPP and 
Oakwood. Please see the TPP’s Firm Brochure for additional information. 

Item 15 – Custody 

Discretionary Investment Management Services 
 
Oakwood does not maintain custody of client assets, except as a consequence of its ability to 
withdraw its advisory fee directly from certain client accounts that have provided Oakwood written 
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authority to do so.  Oakwood sends each client an advisory fee invoice and an account statement 
quarterly.  In addition, clients should receive at least quarterly statements from the broker dealer, 
bank or other qualified custodian that holds and maintains a client’s investment assets.  Oakwood 
urges each client to carefully review such statements and compare such official custodial records 
with Oakwood’s account statements.  Our statements may vary from custodial statements based on 
accounting procedures (e.g. accrual basis vs. settlement date basis), reporting dates, or valuation 
methodologies of certain securities.   

Non-Discretionary Services 
  
Clients should receive at least quarterly statements from their custodian. Oakwood urges each client 
to carefully review such statements.  401(k) Plan trustees that select Oakwood’s non-discretionary 
services and a TPP’s suite of services should review the TPP’s Firm Brochure for additional 
information. 

Item 16 – Investment Discretion 

Discretionary Investment Management Services 
 
Oakwood requires clients to enter into an investment advisory agreement before Oakwood 
provides any services. Depending on the terms of this agreement, Oakwood may be given authority 
to make the following determinations without obtaining the consent of the client before 
transactions are effected: 
 
(A)  The securities to be bought or sold; 
(B)  The total amount of the securities to be bought or sold; 
(C)  Through which broker securities are to be bought or sold; and 
(D)  The commission rates at which securities transactions for client accounts are effected. 
 
Discretionary investment authority varies significantly among clients.  Each client is free to set 
specific limitations on such authority in the agreement with Oakwood and many do so.  Clients 
generally select their own custodians. Clients with actively managed portfolios may restrict or 
prohibit transactions in securities of a specific industry.  Clients may also direct Oakwood to 
execute transactions through specified brokers or dealers.  The latter restriction may be conditioned 
by the client on the broker or dealer being competitive as to price and execution for each 
transaction, or offering a specified level of commission discount or may be subject to varying 
degrees of restrictions such as an instruction to utilize the broker or dealer:  a) whether or not 
competitive, and b) where the specified levels of commission discounts are less favorable than 
might otherwise be obtained by Oakwood. In addition, various securities and/or tax laws as well as 
Oakwood’s internal policies may impose additional restrictions on the investments that may be 
made for a client’s account.  
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Clients are encouraged to participate in establishing specific policy guidelines for their portfolios, 
such as asset mix, risk and return objectives. Clients must provide Oakwood any investment 
guidelines and restrictions in writing. 

Non-Discretionary Services 
 
Oakwood does not have any discretion over 401(k) Plan client accounts that select a TPP.  Please 
see the TPP’s Firm Brochure for additional information. 

Item 17 – Voting Client Securities 

Discretionary Investment Management Services 
 
It is the policy of Oakwood to vote all proxies unless specifically instructed in writing by the client 
not to do so or unless the client has specifically reserved in writing the right to vote proxies.     

In the course of performing fundamental securities analysis, Oakwood investment professionals 
investigate the quality of management and evaluate management policies as an integral part of 
choosing a stock for inclusion in client portfolios.  Oakwood investment professionals are generally 
not shareholder activists and most proxy proposals contain adequate information to aid the 
informed investment professional in making a decision on how to vote the proxy in the best 
interests of the client.  As a result, Oakwood generally votes with management on most issues, 
preferring that management be granted maximum flexibility and freedom to make decisions in the 
best interests of the shareholders.   

If a client makes a written request to Oakwood, the client may direct Oakwood how to vote in a 
particular proxy solicitation.  

In the event of a material conflict of interest, Oakwood may eliminate the conflict by choosing one 
of the two following options:  (1) notify affected clients of the conflict of interest and seek a waiver 
of the conflict; or (2) if agreed upon in writing with the client, forward the proxies to affected clients 
allowing them to vote their own proxies.  
 

If a client wants to find out how Oakwood voted his or her proxy on any given issue, the client 
should contact his Oakwood wealth management executive or client service person to make this 
request. 

Clients may obtain a complete copy of Oakwood’s written proxy voting policies and procedures as 
well as information on how proxies were voted for their account by requesting such information 
from Oakwood at the address and phone listed on page 1 of this Brochure.  Oakwood will not 
disclose proxy votes for a client to other clients or third parties, unless specifically requested, in 
writing, by the client.  However, to the extent that Oakwood may serve as a subadviser to another 
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adviser to a client (as in a wrap fee program), Oakwood will be deemed to be authorized to provide 
voting records on such client accounts to such other adviser. 

Non-Discretionary Services 
 
Oakwood does not vote proxies for 401(k) Plans that have selected a TPP. Please see the TPP’s 
Firm Brochure for additional information about their proxy voting policies. 

Item 18 – Financial Information 
 
Registered investment advisers are required in this Item to provide you with certain financial 
information or disclosures about Oakwood’s financial condition.   Oakwood 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.  
 
401(k) Plan trustees that select Oakwood’s non-discretionary services and a TPP’s suite of services 
should review the TPP’s Firm Brochure for financial information about the TPP. 

Additional Information  

Class Actions and Legal Proceedings 
 

Oakwood will not advise or take action on any legal proceedings except class actions related to 
securities purchased by Oakwood for a client’s discretionary portfolio managed by Oakwood as long 
as the client is a client at the time Oakwood receives the class action forms.  If the class action 
involves securities that are not presently in a client’s portfolio or were not purchased for the client 
by Oakwood, then Oakwood will not process the class action forms. 

Privacy Notice  
 

Oakwood Capital Management LLC recognizes and respects the privacy expectations of our clients.  
Our clients entrust us not only with their hard-earned assets, but also with their personal and 
financial data.  We consider our clients’ data to be private and confidential, and we hold ourselves to 
the highest standards of trust and fiduciary duty in their safekeeping and use. 

We have not and will not sell your personal information to anyone.   

We collect nonpublic personal information about our clients from the following sources: 

• Account Applications and other Forms, which may include a client’s name, address, 
telephone number, social security number, and information about a client’s investment goals 
and risk tolerance; 



   

42 

• A Client’s Professional Advisors such as consultants, attorneys and accountants, who may 
provide financial, investment history and tax information about a client; 

• Account History, including information about the transactions we have ordered for you and 
balances in your account; and 

• Correspondence, written, electronic or telephonic between you and us or your broker or 
custodian and us. 

 

We will not release information about you or your accounts to any third party unless one of the 
following conditions is met: 

• We receive your prior consent 
• We believe the recipient to be you or your authorized representative, including your attorney 

or accountant 
• The recipient is a broker, custodian or other service provider with whom we must share 

information in order to manage or service your account properly 
• We are permitted or required by law to release the information to the recipient 

 

We will only use information about you and your accounts to: 

• Help us better serve your investment and financial needs, 
• Suggest services or other materials that may be of interest to you,  
• Fulfill our regulatory obligations, and 
• Administer our business. 

 

We restrict access to nonpublic personal information about you to those employees who need to 
know that information in order to provide our services to you. We also maintain physical, electronic 
and procedural safeguards that comply with federal standards to guard the privacy of your nonpublic 
personal information. 

We will adhere to the policies and practices described in this notice whether you are a current or 
former client. 
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