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ITEM 4 – ADVISORY BUSINESS 

A) Ownership:  

Spectrum Financial Management is a sole proprietorship owned by Brenda Friedlander 

since July 2003.  The firm’s founder, Carol Desmond, owned Spectrum Financial 

Management (a.k.a. Desmond Tax and Financial Consultants) from its inception through 

June 2003. 

 

B) Services:  
We offer investment management services to individuals and trusts.  We have an 

investment minimum of $500,000.  We use an asset allocation investment strategy.  Asset 

allocation is the policy decision that determines how much of your portfolio will be 

invested in various asset classes. 

 

We follow a five-step investment process that is ongoing and includes the following:  

1. A thorough assessment of your needs.   Through data gathering meetings and 

questionnaires we determine: your needs, your objectives, risk tolerance, 

investment time horizon, liquidity requirements and tax situation.   

2. Careful planning of your portfolio.  Once we have agreed on your objectives we 

plan an investment portfolio designed to meet your specific goals with a level of 

risk you feel comfortable with.  We will evaluate the tax consequences and fees of 

our recommendations.   

3. Accurate and timely implementation of the investment plan.   Implementation of 

your investment plan includes the set-up of your accounts, transferring accounts, 

processing trades and a diligent follow-up process to confirm transaction 

accuracy.  

4. Ongoing review and servicing of your account.  Once the investments are made 

we continue to track and monitor your investment accounts.  We review your 

asset allocation and will re-balance the portfolio when appropriate.  We 

continually monitor the performance of your investment assets and evaluate the 

effectiveness of the assets at achieving your goals and objectives.    

5. An annual review.  We will provide you with an annual review that covers your 

investment performance as well as financial planning and tax issues as they apply 

to your situation.  

 

Other Services:  

Spectrum Financial Management also offers tax preparation and planning services to our 

clients.   Investment management clients are not required to use our tax preparation 

services.  If investment clients choose to prepare their own tax returns or work with a 

separate accountant or tax preparer, Spectrum Financial Management will provide them 

with the portfolio tax information necessary to complete the returns.  

 

Spectrum Financial Management also offers financial planning services to its investment 

clients.  Financial planning services can be a single stand-alone analysis or a more 

comprehensive Retirement Analysis.   Stand-alone analyses may include but are not 

limited to:  mortgage analysis, college funding, gifting strategies, cash flow planning, and 
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real estate analysis.   Retirement Analysis is a more comprehensive review of the client’s 

financial circumstances to determine the client’s readiness for retirement.   When 

necessary, recommendations will be made in order to improve the outcome of the 

Retirement Analysis.   

 

C) Investment portfolios are individually tailored to each investment client.  Each client’s 

individual circumstances, risk tolerance, goals and objectives dictate the appropriate asset 

mix.   For example, a client in a high tax bracket may be well served by municipal bonds, 

while a person in a lower tax bracket, may be better served by taxable bonds. Each 

client’s individual preferences for or against a particular asset class or individual asset are 

respected. As long as that preference does not impair the portfolio’s ability to provide the 

risk/reward tradeoff that we are seeking, we will include or exclude the asset per the 

client’s wishes.  Should we believe that the inclusion or exclusion of a particular asset or 

asset class would materially impact the portfolio, we will discuss this with the client and 

determine an appropriate compromise.      

 

D) We don’t participate in wrap-fee programs.  

 

E) Assets under management total $119,738,732.  $115,120,583 of this is managed with 

discretion and $4,618,149 is managed without discretion.   (See Item 16 – Investment 

Discretion)  

 

 

ITEM 5 – FEES AND COMPENSATION 

Fees for investment management services include an initial one-time fee of $500 for 

planning and set-up, and an annual fee based on a percentage of assets under 

management.  The initial set-up fee is due upon signing our Letter of Engagement.  This 

fee is fully refundable within five days of signing the Letter of Engagement.   Beyond 

that, time will be billed through the termination date; any amount received in excess of 

billed time will be promptly refunded.    

 

 

The percentage-based fee is calculated using the following fee schedule:  

Account Value     Annual % Fee 

From $0 - $500,000    1% 

From $500,001 - $1,000,000   ¾ of 1% 

Above $1 million    ½ of 1% 

 

The annual fee is billed quarterly in advance.  Fees are based upon the value of the 

account on the last business day of the quarter.   For example, the first quarter’s fee will 

be calculated based on the December 31
st
 value of the managed assets.  Should you 

choose to terminate investment management services before the end of the quarter, the 

quarterly fee will be pro-rated through the termination date and any unearned fee will be 

promptly refunded.    
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Fees are collected directly from the managed accounts, following the mailing of an 

invoice that details the fee calculation.  At your request, fees can be billed directly to you.    

 

Fees are generally not negotiable; however, from time to time an exception is made based 

on the client’s individual circumstances.  Discounts will be given to friends and family 

members at Ms. Friedlander’s discretion.   

 

Other Fees: 

In addition to investment management fees, clients will be responsible for any transaction 

fees, account fees, etc. charged by the custodian of their accounts (See Item 12 –

Brokerage Practices).   

 

Ms. Friedlander is an Enrolled Agent and her associate Paula Vaughn is a Certified 

Public Accountant.  Both Ms. Friedlander and Ms. Vaughn prepare tax returns and 

perform tax planning for investment clients.  The fee for tax preparation and planning is 

separate from the investment management fee.  The fee for tax preparation and planning 

is based on an hourly rate and the complexity of the return.  The hourly fees for tax 

preparation range from $95 to $210 per hour.        

 

Brenda Friedlander holds a life insurance license and may recommend life, disability, or 

long-term care insurance.  Should clients choose to purchase an insurance product from 

Ms. Friedlander, she will receive the commission that is customary for such transactions.     

 

ITEM 6 – PERFORMANCE BASED FEES AND SIDE-BY-SIDE MANAGEMENT 

Spectrum Financial Management does not charge performance based fees or participate 

in side-by-side management.    

 

ITEM 7 – TYPES OF CLIENTS 

We offer investment management services to individuals and trusts. Our account 

minimum is currently $500,000.   We have had lower account minimums in the past, and 

clients under those minimums are not required to meet this new minimum.   

 

ITEM 8 – METHODS OF ANALYSIS, INVESTMENT STRATEGIES AND RISK 

OF LOSS 
Spectrum Financial Management follows an asset allocation strategy.  Asset allocation 

involves dividing an investment portfolio among different asset classes based on an 

investor's financial requirements.  Assigning an appropriate asset mix is a dynamic 

process and it plays a key role in determining your portfolio's overall risk and return. As 

such, your portfolio's asset mix should reflect your goals at any point in time.   

 

Stocks and bonds are the two major categories used in portfolio diversification. The 

amount that an investor should have in stocks and bonds is based on two factors. First, 

the allocation is based on the expected return that an investor requires to meet their 

financial objective, and second, it is based on the amount of investment risk that a person 

can accept. A successful allocation is one that achieves an investor's financial goals 

without so much volatility that it causes the investor to make behavioral mistakes.  

http://www.investopedia.com/terms/p/portfolio.asp
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Asset allocation does not end with a stock and bond allocation. Portfolios are constructed 

using several different stock and bond sectors and styles.  Once the target allocations are 

set for a portfolio, it is continuously monitored.  A portfolio should not be invested in an 

asset allocation and then forgotten. Each portfolio must be rebalanced occasionally to 

keep the asset classes aligned with the long-term asset allocation strategy. Rebalancing 

reduces risk, invests cash effectively and keeps a portfolio on track. A disciplined 

rebalancing program also eliminates subjective and emotional decision making that can 

throw a portfolio far off from an investor's desired level of risk. 

 

We evaluate your portfolio’s asset allocation every time you add money or withdraw 

money from the portfolio, and systematically twice per year.  We generally will rebalance 

a portfolio when an asset has moved 5% from its target allocation.  For example if an 

asset has grown from a 10% target allocation to 15%, we would liquidate the excess 5% 

and invest the proceeds into an asset class or classes that have fallen below their target 

allocation.   

 

We primarily invest in no-load mutual funds.  No-load mutual funds are funds that are 

sold without a commission.  Mutual funds pool the investment dollars of many investors.  

The mutual fund manager invests this pooled money in a group of assets, in accordance 

with a stated set of objectives.  Investors receive shares of the mutual fund, which 

represent an ownership interest in the fund and, in effect, in each of its underlying 

securities. For most mutual funds, shareholders are free to sell their shares at any time, 

although the price of a share in a mutual fund will fluctuate daily, depending upon the 

performance of the securities held by the fund. Benefits of mutual funds include 

diversification, professional money management, liquidity, and convenience.  As with 

any business, running a mutual fund involves costs.  Mutual fund operating expenses 

include investment advisory fees for managing the fund’s investments and administrative 

expenses for running the fund such as: marketing, record-keeping, accounting, and legal 

fees.  Operating expenses are paid directly from the fund’s assets, rather than by 

imposing separate fees and charges on investors.  This indirect payment of costs affects 

the fund’s rate of return.  We pay close attention to operating expenses in our investment 

selection process.  However, we do not simply choose the lowest cost fund.  We consider 

how the fund's expense ratio compares to other similar funds and if it's higher, check to 

see if it's justified by performance.  Operating costs are one of many factors we evaluate 

when selecting funds.    

 

While asset allocation and diversification can reduce the volatility of an investment 

portfolio they do not eliminate risk. All investments have risk. Risk varies among 

different investment types. Investments can be classified by their risk; some investments 

are high risk, some are low risk, and everywhere in between. Investors face a risk versus 

return trade-off. An investor's goals, objectives, and time frame need to be considered in 

determining an optimal risk-reward relationship.  Common types of investments in 

decreasing order of risk and reward include: stock investments, corporate bonds, 

government bonds, and money market instruments.  Mutual funds will invest in these 

common types of investments and carry risk similar to that of the following:  

 

http://en.wikipedia.org/wiki/Rebalancing_%28investment%29
http://www.investorwords.com/273/asset.html
http://www.investorwords.com/8749/accordance.html
http://www.investorwords.com/3372/objective.html
http://www.investorwords.com/9552/effect.html
http://www.investorwords.com/5836/underlying_security.html
http://www.investorwords.com/5836/underlying_security.html
http://www.investorwords.com/4467/sell.html
http://www.investorwords.com/3807/price.html
http://www.investorwords.com/4525/share.html
http://www.investorwords.com/2029/fluctuate.html
http://www.investorwords.com/3665/performance.html
http://www.investorwords.com/5954/securities.html
http://www.investorwords.com/2299/held.html
http://www.investorwords.com/461/benefit.html
http://www.investorwords.com/1504/diversification.html
http://www.investorwords.com/3104/money_management.html
http://www.investorwords.com/2837/liquidity.html
http://www.ehow.com/relationships-and-family/
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Stock Investments 

Investing in the stock market involves considerable risk. An investor has no assurance of 

making money. Stocks are therefore high-risk investments. In exchange for assuming a 

higher level of risk an investor has higher potential to make money. Risk can be defined 

as volatility. Stocks are volatile, prices increase or decrease in the market on a daily basis. 

Investors can mitigate the risk of stock investment through diversification. 

Diversification involves investing in multiple investments, reducing the risk of a single 

investment's loss. Stocks are long-term investments; their volatility reduces the likelihood 

of gain in the short term.  

 

Corporate Bonds 

Corporate bonds have lower risk than stocks. They generally also have lower returns. The 

nature of risk in corporate bonds is different than stocks. Bonds are interest rate sensitive 

investments; bond values vary inversely with changes in interest rates. Bonds are less 

volatile than stocks. Bond risks include credit risk, interest rate risk, and re-investment 

risk. Credit risk is based on the ability of the bond issuer to meet their financial 

obligations. Interest rate risk is the chance of the bond loosing value due to increases in 

interest rates. Re-investment risk is the risk that an investor cannot reinvest the interest 

they receive at the same rate that the bond pays. 

 

Government Bonds 

Government bonds are bonds issued by the United States government or by states or 

municipalities. Bonds issued by the U.S. government are considered to be very safe 

investments. The risk factors are the same for government and corporate bonds; however, 

credit risk is lower for government bonds than for corporate bonds. Government bonds 

generally pay lower rates of interest than corporate bonds. The likelihood of default is 

also lower due to lower credit risk. 

 

Money Market Investments 

Money market investments have very little volatility. The chance of loosing money in a 

money market investment is quite low. The primary risk of money market investments is 

purchasing power risk. Money market investments pay low rates of interest. An investor's 

risk is that their purchasing power will be eroded by inflation. The real rate of return on 

money market investments, measured as realized return minus inflation, can be low or 

negative. In the long run, a money market investor does not gain appreciable spending 

power as the growth in their account is offset by inflation. Money market investments 

provide a relatively safe place for investors to park dollars for emergencies or 

opportunities. 

 

ITEM 9 – DISCIPLINARY INFORMATION 

Neither Spectrum Financial Management nor any of its advisory personnel have any past 

or present disciplinary actions.    

 

ITEM 10 – OTHER FINANCIAL INDUSTRY ACTIVITIES AND AFFILIATIONS 

Spectrum Financial Management is an independent investment advisory firm and is not 

affiliated with any other firms.   

http://www.ehow.com/how_14752_started-investing-stock.html
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Ms. Friedlander is a licensed life and disability insurance agent.  She can sell insurance 

products and will receive commissions that are normal and customary compensation for 

such transactions.  Clients are under no obligation to implement recommendations 

through Ms. Friedlander.  When commission based insurance products are recommended, 

clients will be informed prior to execution that a commission will be received and that a 

possible conflict of interest exists.  Insurance products offer different commission levels, 

which could lead an advisor to recommend a higher commission product over a better 

suited but lower commission product.  Spectrum Financial Management follows a Code 

of Ethics, which specifies that the interest of the client be always first and foremost.  We 

select products that we believe are best for the client.  The potential commission from the 

product is not part of our selection process.  

 

ITEM 11 – CODE OF ETHICS 

A)  Spectrum Financial Management has adopted a Code of Ethics that all employees 

have agreed to follow.  This Code is based on a few basic principles that should pervade 

all investment related activities of all employees, personal as well as professional: (1) the 

interests of the Adviser's clients/investors come before the Adviser's or any employee's 

interests; (2) each employee's professional activities and personal investment activities 

must be consistent with this Code and avoid any actual or potential conflict between the 

interests of clients/investors and those of the Adviser or the employee; and (3) those 

activities must be conducted in a way that avoids any abuse of an employee's position of 

trust with and responsibility to the Adviser and its clients/investors, including taking 

inappropriate advantage of that position.  A copy of the Code of Ethics is available to 

both current and prospective clients upon request.   

 

B) Spectrum Financial Management does not recommend to clients any securities in 

which they or their employees have a financial interest.  

 

C) Employees of Spectrum Financial Management may invest in mutual funds that 

clients are also invested in.  Any purchase or sale of individual stocks must be approved 

prior to the transaction.  Employees are required to submit monthly account statements to 

Spectrum Financial Management for review. These statements are reviewed to confirm 

that there has been no inappropriate trading activity.   

 

ITEM 12  - BROKERAGE PRACTICES  

Spectrum Financial Management does not maintain custody of your assets, although we 

may be deemed to have custody of your assets if you give us authority to withdraw assets 

from your account (see Item 15 – Custody, below). Your assets must be maintained in an 

account at a “qualified custodian,” generally a broker- dealer or bank. We request that our 

clients use Charles Schwab & Co., Inc. (Schwab), a registered broker-dealer, member 

SIPC, as the qualified custodian. 

 

We are independently owned and operated and are not affiliated with Schwab. Schwab 

will hold your assets in a brokerage account and buy and sell securities when we instruct 

them to. While we request that you use Schwab as custodian/broker, you will decide 
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whether to do so and will open your account with Schwab by entering into an account 

agreement directly with them. We do not open the account for you, although we may 

assist you in doing so.  Charles Schwab is our preferred custodian; therefore, if you do 

not wish to place your assets with Schwab, then we cannot manage your account. 

However, even though your account is maintained at Schwab, we can still use other 

brokers to execute trades for your account as described below (see “Your Brokerage and 

Custody Costs”). 

 

How We Select Brokers/Custodians 

We seek to use a custodian/broker who will hold your assets and execute transactions on 

terms that are, overall, most advantageous when compared to other available providers 

and their services. We consider a wide range of factors, including, among others: 

 Combination of transaction execution services and asset custody services (generally 

without a separate fee for custody) 

 Capability to execute, clear, and settle trades (buy and sell securities for your 

account) 

 Capability to facilitate transfers and payments to and from accounts (wire transfers, 

check requests, bill payment, etc.) 

 Breadth of available investment products (stocks, bonds, mutual funds, exchange-

traded funds [ETFs], etc.) 

 Availability of investment research and tools that assist us in making investment 

decisions 

 Quality of services 

 Competitiveness of the price of those services (commission rates, margin interest 

rates, other fees, etc.) and willingness to negotiate the prices 

 Reputation, financial strength, and stability 

 Prior service to us and our other clients 

 Availability of other products and services that benefit us, as discussed below (see 

“Products and Services Available to Us From Schwab”) 

 

Your Brokerage and Custody Costs 

For our clients’ accounts that Schwab maintains, Schwab generally does not charge you 

separately for custody services but is compensated by charging you transaction fees on 

mutual fund trades that it executes or that settle into your Schwab account. Schwab’s 

transaction fees applicable to our client accounts are discounted 20% because of the level 

of assets that our clients collectively maintain at Schwab. This benefits you because the 

overall fees you pay are lower than they would be otherwise.  

 

For individual stock or bond purchases, Schwab will charge commissions.  In addition, 

Schwab charges you a flat dollar amount as a “prime broker” or “trade away” fee for each 

trade that we have executed by a different broker-dealer but where the securities bought 

or the funds from the securities sold are deposited (settled) into your Schwab account. 

These fees are in addition to the commissions or other compensation you pay the 

executing broker-dealer. Because of this, in order to minimize your trading costs, we 

have Schwab execute most trades for your account.  We have determined that having 

Schwab execute most trades is consistent with our duty to seek “best execution” of your 
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trades. Best execution means the most favorable terms for a transaction based on all 

relevant factors, including those listed above (see “How We Select Brokers/Custodians”). 

 

Products and Services Available to Us From Schwab 

Schwab Advisor ServicesTM (formerly called Schwab Institutional®) is Schwab’s 

business serving independent investment advisory firms like us. They provide our clients 

and us with access to its institutional brokerage— trading, custody, reporting, and related 

services—many of which are not typically available to Schwab retail customers. Schwab 

also makes available various support services. Some of those services help us manage or 

administer our clients’ accounts, while others help us manage and grow our business. 

Schwab’s support services generally are available on an unsolicited basis (we don’t have 

to request them) and at no charge to us as long as our clients collectively maintain a total 

of at least $10 million of their assets in accounts at Schwab. If our clients collectively 

have less than $10 million in assets at Schwab, Schwab may charge us quarterly service 

fees of $1,200. Following is a more detailed description of Schwab’s support services: 

 

Services That Benefit You. Schwab’s institutional brokerage services include 

access to a broad range of investment products, execution of securities transactions, 

and custody of client assets. The investment products available through Schwab 

include some to which we might not otherwise have access or that would require a 

significantly higher minimum initial investment by our clients. Schwab’s services 

described in this paragraph generally benefit you and your account. 

 

Services That May Not Directly Benefit You. Schwab also makes available to us 

other products and services that benefit us but may not directly benefit you or your 

account. These products and services assist us in managing and administering our 

clients’ accounts. They include investment research, both Schwab’s own and that of 

third parties. We may use this research to service all or a substantial number of our 

clients’ accounts, including accounts not maintained at Schwab. In addition to 

investment research, Schwab also makes available software and other technology 

that: 

 Provide access to client account data (such as duplicate trade confirmations 

and account statements) 

 Facilitate trade execution and allocate aggregated trade orders for multiple 

client accounts 

 Provide pricing and other market data  

 Facilitate payment of our fees from our clients’ accounts  

 Assist with back-office functions, recordkeeping, and client reporting 

 

Services That Generally Benefit Only Us. Schwab also offers other services 

intended to help us manage and further develop our business enterprise. These 

services include: 

 Educational conferences and events 

 Consulting on technology, compliance, legal, and business needs 

 Publications and conferences on practice management and business 

succession 
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 Access to employee benefits providers, human capital consultants, and 

insurance providers 

Schwab may provide some of these services itself. In other cases, it will arrange for 

third-party vendors to provide the services to us. Schwab may also discount or 

waive its fees for some of these services or pay all or a part of a third party’s fees. 

Schwab may also provide us with other benefits, such as occasional business 

entertainment of our personnel. 

 

Our Interest in Schwab’s Services 

The availability of these services from Schwab benefits us because we do not have to 

produce or purchase them. We don’t have to pay for Schwab’s services so long as our 

clients collectively keep a total of at least $10 million of their assets in accounts at 

Schwab. Beyond that, these services are not contingent upon us committing any specific 

amount of business to Schwab in trading commissions or assets in custody. The $10 

million minimum may give us an incentive to request that you maintain your account 

with Schwab, based on our interest in receiving Schwab’s services that benefit our 

business rather than based on your interest in receiving the best value in custody services 

and the most favorable execution of your transactions. This is a potential conflict of 

interest. We believe, however, that our selection of Schwab as custodian and broker is in 

the best interests of our clients. Our selection is primarily supported by the scope, quality, 

and price of Schwab’s services (see “How We Select Brokers/Custodians”) and not 

Schwab’s services that benefit only us.  We have over $100 million in client assets under 

management, and we do not believe that requesting our clients to collectively maintain at 

least $10 million of those assets at Schwab in order to avoid paying Schwab quarterly 

service fees presents a material conflict of interest. 

 

ITEM 13 – REVIEW OF ACCOUNTS  

Clients will receive written quarterly investment reports approximately three weeks after 

the end of each quarter.  These reports provide a calculation of our investment 

management fee, the current value of the portfolio, a summary of portfolio performance 

for various time periods including both short- and long-term, comparative statistics of 

various market index returns, and a long-term comparison of portfolio value versus the 

net-investment.  Additionally, we encourage clients to schedule a review meeting 

anytime their financial circumstances, goals or objectives change.  At a minimum, the 

portfolios will receive three different types of reviews during the year including: a 

comprehensive annual review, an asset allocation review, and a year-end tax planning 

review.   

 

Comprehensive Portfolio Review: This review is performed at least annually, more 

frequently at client’s request or as needed due to changes in financial circumstances.  The 

review includes a review of the portfolio’s performance both long- and short-term, 

performance of the individual investment assets, the portfolio’s asset allocation, the 

portfolio’s tax situation, the portfolio’s cash flow and a review of the client’s goals and 

objectives.   

 

Asset Allocation Review: The portfolio’s asset allocation is reviewed semi-annually.  The 
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asset allocation is reviewed as part of the comprehensive portfolio and once again six-

months later.  Additionally, any time a client adds or withdraws money from the 

portfolio, we evaluate the portfolio’s asset allocation.   

 

Tax Review: In November of every year, each taxable investment account is reviewed for 

tax planning opportunities.  We evaluate the realized gains and losses in the portfolio, 

project gains and losses through the end of the year and evaluate whether or not there are 

any opportunities to reduce tax liability.      

 

ITEM 14 – CLIENT REFERRALS AND OTHER COMPENSATION 

We receive an economic benefit from Schwab in the form of the support products and 

services it makes available to us and other independent investment advisors whose clients 

maintain their accounts at Schwab. These products and services, how they benefit us, and 

the related conflicts of interest are described above (see Item 12 – Brokerage Practices). 

The availability to us of Schwab’s products and services is not based on us giving 

particular investment advice, such as buying particular securities for our clients. 

 

We do not compensate anyone for referrals.  Occasionally we will give a nominal gift as 

a thank you for a referral and occasionally we offer a 10% discount on tax preparation 

services for tax client referrals.     

 

ITEM 15 – CUSTODY 

Schwab maintains custody of your assets.  You will receive account statements directly 

from Schwab at least quarterly. They will be sent to the email or postal mailing address 

you provided to Schwab. You should carefully review those statements promptly when 

you receive them. We also urge you to compare Schwab’s account statements to the 

periodic portfolio reports you will receive from us. 

 

Under government regulations, we may be deemed to have custody of your assets if you 

authorize us to instruct Schwab to deduct our advisory fees directly from your account. 

However, because this is the only reason we are deemed to have custody, we are not 

subject to an annual surprise examination. 

 

ITEM 16 – INVESTMENT DISCRETION 

Generally, to have Investment Discretion of your account means that we will decide what 

securities or other assets to purchase or sell on behalf of the account without discussing 

the trades with you ahead of time.  While most of our client’s portfolios are managed 

with discretion, we do not exercise discretion with respect to the initial investments of the 

portfolio.  The initial investments of your portfolio are planned and presented to you prior 

to any investments.  In this planning process we set a target asset allocation for your 

investment portfolio and then manage your portfolio within this framework going 

forward.    

 

Once the portfolio is invested according to the plan approved by you, we then exercise 

discretion in managing the portfolio on an ongoing basis.  We use discretion to make 

fund improvement trades and asset allocation rebalancing trades. If we feel that a fund in 
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a particular asset class is no longer meeting the objectives or performance requirements 

we have for it, we will make a change from that fund to a new fund in the same asset 

class.  Additionally, when we re-balance your portfolio we will sell off a portion of the 

assets in a particular asset class in order to lock in gains and reallocate your funds to an 

asset class that has slipped below your target allocation.  These changes are done without 

consultation with you before hand.  We feel that this allows us to trade your account in 

the most timely and effective manner.  If we feel that a particular fund could be 

improved, we believe that it is in your best interest for us to liquidate that fund and 

replace it with what is deemed to be a better fund.  Any trades exercised with discretion 

are always followed up with a letter of explanation within 24 hours of the trades.    

 

We do not make trades that will change the asset allocation of your portfolio without first 

discussing the trade with you.  Also, we do not introduce new assets classes to your 

portfolio without first discussing the reasoning for the introduction of a new asset class 

with you.    

 

When we are authorized to deduct our fee from your portfolio and no cash is available, 

we will sell shares of a fund to generate cash.  Because these trades are for a relatively 

nominal amount, we don’t discuss these trades ahead of time.   You will receive an 

invoice showing the calculation of our fee prior to us making any fee trades in your 

account.    

 

ITEM 17 – VOTING CLIENT SECURITIES 

Spectrum Financial Management does not vote client securities.   It is our policy to 

receive information only copies of proxy materials in order to assist clients with the 

proxy vote, but we do not vote the proxies for clients.   

 

 

ITEM 18 – FINANCIAL INFORMATION  

There are no financial conditions that would impair Spectrum Financial Management’s 

ability to meet its commitments to clients.       

 

 

 

 


