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Item 2 - Material Changes 

Annual Update 
BRC is providing this information as part of our annual updating amendment.  This section 
discusses only material changes since the last annual update which most recently occurred on 
March 27, 2014. 

 

Material Changes since the Last Update 
Since the last annual updating amendment, the following material changes have taken place: 
Effective March 26, 2015, BRC has made other changes and updates to Part 2A including: 

o Updating Item 5 and Item 8 – Methods of Analysis, Investment Strategies and 
Risk of Loss to remove references to the BRC Mega Cap strategy and other 
clarifying changes; 

o Updating Item 10 – Other Financial Industry and Affiliations to reflect the 
addition of a marketing associate to facilitate the distribution of the BRC 
Funds;  

o Updating Item 13 – Review of Accounts for clarity; and 

o Updating Item 17 – Voting of Client Securities to reflect BRC’s revisions to its 
proxy voting policy and procedures including retaining an expert, 
independent, third-party proxy advisor to assist BRC in its responsibilities to 
vote client securities. 

Full Brochure Availability 
The Firm Brochure for BRC is available by contacting 303-414-1100. 
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Item 4 - Advisory Business 

Firm Description 
BRC is an independent, 100% employee-owned, registered investment adviser (SEC registration 
does not imply a certain level of skill or training - see www.adviserinfo.sec.gov for more 
information).  BRC specializes in the active management of U.S. equity investments.  BRC was 
formed April 1, 2005, and holds a performance track record that began January 1, 1996. 

For over 19 years, our investment philosophy and process have been directly influenced by 
investors’ tendencies to act irrationally when confronted with issues relating to their money and 
investments.  While much of economic theory is based on the notion that investors behave 
consistently and efficiently, we believe there are clear boundaries to the degree of rationality 
that both professional and individual investors are able to apply.  The name BRC is an acronym 
for “Bounded Rationality Concepts,” which reinforces the company’s strong ties to the field of 
behavioral economics.  

 Our investment philosophy is based on the belief that future investor expectations are strongly 
influenced by the opinions, forecasts and announcements of perceived market experts, 
including Wall Street analysts and company management.  By incorporating a combination of 
proprietary quantitative, fundamental and behavioural valuation techniques, we seek to invest 
in companies that are likely to be the beneficiaries of future favourable earnings announcements 
and upward earnings estimate revisions. 

Principal Owners 
John Riddle, CFA, Managing Principal and Chief Investment Officer, is the principal owner of 
the firm holding 55%.  Participating owners and managers include Mark Jaeger, CFA, CPA, 
Principal and Head of Quantitative Analysis and Chief Compliance Officer; Sharon Ward, CFA, 
Principal and Head of Fundamental Analysis; and David DuRie, Principal and Head of Sales 
and Client Service.  Mr. Riddle, Mr. Jaeger and Ms. Ward represent the core members of the 
investment team that is responsible for research, analysis and portfolio management. 

Types of Advisory Services 
BRC specializes in active investment management based on a single investment philosophy and 
process.  Our in-house investment research and proprietary quantitative models are unique to 
the firm.  BRC offers various investment products based on this distinctive investment 
approach.  Products are defined by standard market capitalization categories such as large-cap, 
mid-cap and small-cap U.S. equities.  These advisory services involve the active management 
and oversight of client assets based on our client’s specific investment needs and in compliance 
with client specific written investment guidelines.   

BRC advisory services also include asset allocation recommendations and the use of non-BRC 
investment products to gain exposure to other asset classes.  The non-BRC investment products 
are evaluated by members of the investment team based on cost, liquidity and suitability. 
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Tailored Relationships 
All of BRC’s investment products have detailed investment guidelines.  The investment 
guidelines can be modified to address the specific needs of our clients.  By reviewing our 
client’s investment goals and objectives as well as their risk tolerances, BRC will make any 
necessary adjustments to the investment guidelines so that they better match the needs of the 
client.  BRC will also work with clients to develop client specific asset allocation policies and 
procedures.  All customization related to investment guidelines and asset allocation polices are 
mutually approved and fully documented. 

Wrap Fee Programs 
BRC does not sponsor wrap fee programs.  BRC does selectively participate in wrap fee 
programs sponsored by unaffiliated, third-party vendors.  Investors can access BRC investment 
products through those third party programs.  There are no differences between how BRC 
manages wrap fee accounts and how we manage other accounts.  A portion of the wrap fee 
charged to the client by the sponsor is paid by the sponsor to BRC for our management services.  

Unified Managed Account Programs 
BRC provides investment and trading recommendations in the form of a model portfolio to a 
sponsor or overlay manager which may utilize such recommendations in connection with its 
management of program client accounts.  Generally, it is only the sponsor or the overlay 
manager, and not BRC, which acts as the investment adviser to clients of such programs and the 
sponsors’ or overlay managers’ clients may or may not be able to request that the sponsor or 
overlay manager utilize BRC’s investment and trading recommendations when managing their 
accounts.   

Assets Under Management 
As of December 31, 2014, BRC had approximately $772,069,739 in assets under management.  In 
addition, BRC provides recommendations in the form of a model to managers for client 
accounts representing an additional $71,134,516 in assets.  As BRC does not effect the trades for 
these accounts, they are not included in our firm’s assets under management.  

 

Item 5 – Fees and Compensation 
Fee Schedule 
BRC’s basic fees for our advisory products are described below.  

Large Cap Concentrated Equities:  BRC’s fee scale for actively managed institutional Large Cap 
Concentrated Equity is: 0.75% on the first $10 million; 0.60% on the next $15 million; 0.55% on 
the next $25 million; 0.45% on the next $50 million; over $100 million subject to negotiation. 

Large Cap Value Concentrated Equities:  BRC’s fee scale for actively managed institutional 
Large Cap Value Concentrated Equity is: 0.75% on the first $10 million; 0.60% on the next $15 
million; 0.55% on the next $25 million; 0.45% on the next $50 million; over $100 million subject 
to negotiation.   
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Mid Cap Diversified Equities:  BRC’s fee scale for actively managed institutional Mid Cap 
Diversified Equity is: 0.85% on the first $10 million; 0.75% on the next $15 million; 0.65% on the 
next $25 million; 0.55% on the next $50 million; over $100 million subject to negotiation.  

Small Cap Diversified Equities:  BRC’s fee scale for actively managed institutional Small Cap 
Diversified Equity is: 0.95% on the first $10 million; 0.85% on the next $15 million; 0.75% on the 
next $25 million; 0.70% on the next $50 million; over $100 million subject to negotiation.  

BRC’s fee scale for our non-institutional high-net-worth separate account clients: 1.00% on 
the first $5 million; 0.85% on the next $5 million; 0.75% on the next $40 million; 0.65% on the 
next $50 million; 0.50% on any amount thereafter.  Our typical high-net-worth client receives 
broader investment advisory services, greater investment customization and more 
comprehensive client servicing than our typical institutional client and consequently pays 
higher fees.   

BRC negotiates fees for its advisory services with each registered investment company in which 
BRC acts as sub-adviser.  The prospectus for each registered investment company provides 
information about fees payable by the registered investment company or principal investment 
adviser. 

Where special circumstances prevail, fees are set by mutual agreement.  BRC may waive or alter 
such advisory fees for clients participating in certain wrap fee or managed account programs. 

Fee Billing 
BRC’s clients are typically billed for fees on a quarterly basis, either in arrears or in advance.  
Clients may choose to have the fee deducted directly from their custodial account, or to pay it 
directly to BRC.  If a client paid fees quarterly in arrears and in the event that the client 
terminates BRC’s services prior to the end of any quarterly period, fees will be charged only for 
the portion of the quarter in which services were rendered by BRC.  If the client paid fees in 
advance and termination occurs during the quarter, the prorated portion of the fee not yet 
earned will be refunded to the client.  

Other Fees 
BRC does not take physical custody of any of our client’s assets, and therefore does not collect 
any fees for custodial services (see Custody), but the client may incur fees charged to its account 
by its selected custodian.  BRC is not a broker-dealer and does not receive compensation for the 
purchase or sale of securities, but clients will incur expenses for brokerage and other transaction 
costs from firms used to execute trades in the client’s account (see Item 12 - Brokerage 
Practices). 

 
 

Item 6 - Performance-Based Fees 
As of December 31, 2014, BRC has no clients for investment advisory services that have a 
performance-based fee arrangement.   
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Item 7 - Types of Clients 

Description 
BRC provides investment advice primarily to institutional investors including U.S. corporate 
pension and profit sharing plans, state and municipal public retirement funds, endowments, 
foundations, trusts, estates, charitable organizations and funds of investment companies.  BRC 
also provides investment advice to non-institutional investors including high-net-worth 
individuals, estates and trusts and other specialized portfolios.  BRC also provides investment 
advisory services through several programs sponsored by investment advisory or financial 
planning firms not affiliated with BRC.  For more information on these relationships, see the 
Wrap Fee Programs sub-section of the Advisory Business section above. 

Account Minimums 
The minimum account size for an institutional client is $2 million.  The minimum account size 
for a non-institutional client is $1 million.  BRC may accept or continue to provide services to 
smaller accounts at its discretion.  BRC may also waive or alter such investment minimums for 
clients participating in certain wrap fee or managed account programs. 

  

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

Methods of Analysis 
Based upon BRC’s academic research, BRC has developed for our equity investment approach a 
proprietary computer, mathematical, and statistical model, which is utilized to identify 
companies that are believed to be poised for attractive relative price appreciation.  BRC 
evaluates each company within a defined universe with respect to relative trading liquidity, 
price performance, security analyst behavior, earnings estimates, security valuations, surprise 
earnings announcements, earnings quality, and other fundamental characteristics.  Once 
potential purchase candidates are identified, fundamental analysis is conducted by BRC’s 
equity analysts on large cap concentrated and large cap value concentrated strategies, and to a 
lesser extent on small cap diversified and mid cap diversified strategies.  Particular focus is 
applied to earnings persistence, the quality of a company’s reported earnings and the 
relationship of the company’s current stock price to a variety of valuation measures.  

BRC’s equity holdings within client portfolios are diversified across economic sectors in general 
accordance with broad market weightings.  BRC utilizes risk measurement and return 
attribution software in order to manage closely the risks and fundamental exposures of our 
client’s equity assets. 

BRC conducts the majority of our research in-house using a variety of  information including: 
academic research papers and reports, corporate reports and filings, corporate rating services, 
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financial newspapers, magazines and research materials prepared by Wall Street firms and 
other sources.  Database services generally include: Bloomberg L.P., Thomson Reuters, 
Standard and Poor’s, Market QA, IBES, and Compustat. 

Investment Strategies 
BRC manages separate portfolios based on defined investment universes and performance 
benchmarks aimed at meeting the specific investment objectives of each client.  BRC’s primary 
investment strategies include: 

Large Cap Concentrated - The investment objective is to use a combination of proprietary 
quantitative, fundamental and behavioral valuation techniques to identify companies that are 
likely to be the beneficiaries of future favorable earnings announcements and upward earnings 
estimate revisions.  The investment universe consists of the stocks in the S&P 500 Index plus 
any U.S. stock with a market capitalization generally greater than $5 billion.  The portfolio holds 
between 30 and 35 securities.  The appropriate benchmarks include the S&P 500 Index, S&P 500 
Value Index, Russell 1000 Index and Russell 1000 Value Index.  The excess return objective is 
greater than 300 basis points, gross of fees.  The tracking error objective is approximately 4-6%.  
Both the excess return objective and tracking error objectives are relative to an approved 
benchmark over a 3-5 year period.  This time horizon is relevant given that this investment 
process cannot eliminate the possibility of negative random events driving performance for 
short periods of time. 

Large Cap Value Concentrated - The investment objective is to use a combination of 
proprietary quantitative, fundamental and behavioral valuation techniques to identify 
companies that are likely to be the beneficiaries of future favorable earnings announcements 
and upward earnings estimate revisions.  The investment universe consists of the stocks in the 
Russell 1000 Value Index.  The portfolio holds between 30 and 35 securities.  The appropriate 
benchmarks include the Russell 1000 Value Index and S&P 500 Value Index.  The excess return 
objective is greater than 300 basis points, gross of fees.  The tracking error objective is 
approximately 4-6%.  Both the excess return objective and tracking error objectives are relative 
to an approved benchmark over a 3-5 year period.  This time horizon is relevant given that this 
investment process cannot eliminate the possibility of negative random events driving 
performance for short periods of time. 

Mid Cap Diversified – The investment objective is to use a combination of proprietary 
quantitative and behavioral valuation techniques to identify companies that are likely to be the 
beneficiaries of future favorable earnings announcements and upward earnings estimate 
revisions.  Involvement of the BRC fundamental equity analysis team is reduced in these highly 
diversified portfolios.  The investment universe consists of the stocks in the S&P MidCap 400 
Index and the Russell Midcap Index with a market capitalization generally between $1 billion 
and $10 billion.  The portfolio generally holds between 50 and 80 securities.  The appropriate 
benchmarks include the Russell Midcap Index and the S&P MidCap 400 Index.  The excess 
return objective is greater than 200 basis points, gross of fees.  The tracking error objective is 
approximately 4-6%.  Both the excess return objective and tracking error objectives are relative 
to an approved benchmark over a 3-5 year period.  This time horizon is relevant given that this 
investment process cannot eliminate the possibility of negative random events driving 
performance for short periods of time. 
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Small Cap Diversified – The investment objective is to use a combination of proprietary 
quantitative and behavioral valuation techniques to identify companies that are likely to be the 
beneficiaries of future favorable earnings announcements and upward earnings estimate 
revisions.  Involvement of the BRC fundamental equity analysis team is reduced in these highly 
diversified portfolios.  The investment universe consists of the stocks in the S&P SmallCap 600 
Index and the Russell 2000 Index with a market capitalization generally less than $2 billion.  The 
portfolio generally holds between 90 and 150 securities.  The appropriate benchmarks include 
the Russell 2000 Index and the S&P SmallCap 600 Index.  The excess return objective is greater 
than 250 basis points, gross of fees.  The tracking error objective is approximately 4-6%.  Both 
the excess return objective and tracking error objectives are relative to an approved benchmark 
over a 3-5 year period.  This time horizon is relevant given that this investment process cannot 
eliminate the possibility of negative random events driving performance for short periods of 
time. 

BRC will also create customized investment portfolios based on the above mentioned primary 
strategies for select institutional investors.  Examples of such customized portfolios include BRC 
U.S. small cap value, market neutral long/short portfolios and country-specific non-U.S. 
equities.  

Risk of Loss 
Although BRC makes every effort to preserve each client’s capital and achieve real growth of 
wealth, investing in the stock markets involves risk of loss that each client should be prepared 
to bear.  Equities generally fluctuate in value more than bonds and may decline significantly 
over short time periods.  There is the chance that equity prices overall will decline because stock 
markets tend to move in cycles, with periods of rising prices and falling prices.  The value of an 
equity security in which BRC invests may decline due to general weakness in the stock market 
or because of factors that affect a company or a particular economic sector or industry.  BRC 
invests in U.S. equities across all capitalization ranges.   Generally, companies with smaller 
capitalizations are more volatile, and therefore more risky, than companies with larger 
capitalizations.  Investments in non-US equity securities involve risks that may be different 
from the risks associated with U.S. equity securities.   Some of the risks include, among others, 
less stable political and economic conditions; less market liquidity and more volatile exchanges 
and markets; and fluctuations in the exchange rates between currencies.  

We use the following techniques to manage the various sources of risk in our investment 
portfolios: purchasing equal-weighted positions at cost; selecting securities from all economic 
sectors in order to mitigate industry-specific sources of risk; researching the fundamental 
characteristics of potential holdings; increasing the target number of investment positions to 
diversify stock specific risk as the target capitalization of the strategy decreases; and 
establishing minimum price and volume limits on stocks that we consider for purchase.  

Item 9 - Disciplinary Information 

Legal and Disciplinary 
Registered investment advisers are required to disclose all material facts regarding any legal or 
disciplinary events that would be material to your evaluation of our advisory business or the 
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integrity of our management.  BRC and our management persons have no legal or regulatory 
events to report. 

 

Item 10 - Other Financial Industry Activities and 
Affiliations 

Affiliations 
BRC is a 100% employee-owned, registered investment adviser.  To facilitate the distribution of 
the BRC Funds, certain employees of BRC may also be or have an application pending to 
register as registered representatives and associated persons of Unified Financial Securities, Inc., 
the distributor to the BRC Funds.  BRC is not a broker-dealer and we have no other financial 
services industry affiliates. 

Industry Activities 
BRC has been retained by the BRC Large Cap Focus Equity Fund and BRC Mid Cap Diversified 
Equity Fund (the “Funds") to provide investment sub-advisory services for the Funds.  BRC 
provides investment management for the Funds using BRC’s Large Cap Concentrated Equity 
and BRC’s Mid Cap Diversified Equity strategy.  BRC’s services for the Funds create no conflicts 
of interest between BRC and our clients because trades for the Funds are aggregated together 
with all client trades in the same strategy so that neither the Funds nor any client receives 
preferential treatment.  BRC also provides investment advice to various Wrap sponsors.   See 
the Wrap Fee Programs subsection under the Item 4 - Advisory Business section above. 

 

Item 11 - Code of Ethics, Participation or Interest in 
Client Transactions and Personal Trading 

Code of Ethics 

A Code of Ethics (“Code”) has been adopted by BRC and is designed to comply with Rule 
204A-1 under the Investment Advisers Act of 1940 (“Advisers Act”).  

The Code establishes rules of conduct for all employees of BRC and is designed to, among other 
things, govern personal securities trading activities in the accounts of employee’s immediate 
family/household accounts and accounts in which an employee has a beneficial interest.  The 
Code is based upon the principle that BRC and our employees owe a fiduciary duty to BRC’s 
clients to conduct their affairs, including their personal securities transactions, in such a manner 
as to avoid (i) serving their own personal interests ahead of clients, (ii) taking inappropriate 
advantage of their position with BRC and (iii) any actual or potential conflicts of interest or any 
abuse of their position of trust and responsibility. 
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The Code is designed to ensure that the high ethical standards continue to be applied.  The 
purpose of the Code is to preclude activities which may lead to or give the appearance of 
conflicts of interest, insider trading and other forms of prohibited or unethical business 
conduct.   

Pursuant to Section 206 of the Advisers Act, both BRC and our employees are prohibited from 
engaging in fraudulent, deceptive or manipulative conduct.  BRC and our employees are subject 
to the following specific fiduciary obligations when dealing with clients: 

- The duty to have a reasonable, independent basis for the investment advice provided;  

- The duty to obtain best execution for a client’s transactions where BRC is in a position to 
direct  brokerage transactions for the client;  

- The duty to ensure that investment advice is suitable to meeting the client’s individual 
objectives, needs and circumstances; and  

- A duty to be loyal to clients. 

Strict compliance with the provisions of the Code is considered a basic condition of 
employment with BRC.  A material breach of the provisions of the Code may constitute 
grounds for disciplinary action, including termination of employment with BRC.  Employees 
are required to attest to the Code in writing annually and to any amendments. 

A complete copy of the code of ethics can be obtained by submitting a written request to BRC. 

Our employees are also required to comply with applicable federal securities laws. 

Participation or Interest in Client Transactions 
Cross transactions involve trading securities between client accounts.  Principal transactions are 
trades between the client account and the managing firm.  BRC does not engage in any cross 
trade or principal transactions in our client’s accounts.   

Personal Trading 
BRC, as a policy, does not own any securities.  BRC’s employees may acquire, hold or dispose of 
the same investments for their own accounts as are held or to be purchased or sold for a client’s 
account.  BRC’s Code of Ethics contains rules, policies and procedures for Personal Securities 
Transactions for our employees designed to prevent and detect possible conflicts of interest 
with clients.  Compliance with the Code of Ethics for Personal Securities Transactions is a 
condition of employment. The following list highlights some provisions of the code.  

 Code of Ethics for Personal Securities Transactions  

• Pre-clearance of all non-exempt purchases and sales with respect to which they are 
regarded as beneficial owner  

• Providing BRC with duplicate copies of brokerage statements and confirmations  

• Providing BRC with Initial Holdings Reports, Quarterly Transaction Reports and 
Annual Certification and Holdings Report. 
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These reports are submitted to the Chief Compliance Officer or authorized designee and 
reviewed for propriety. 

It is BRC’s policy that no person who is a member, officer or “advisory person” of BRC shall 
purchase or sell any security (or any option to purchase or sell such security) in which he has, or 
by reason of the transaction acquires, any direct or indirect beneficial ownership and which he 
knows at the time of such purchase or sale is being purchased or sold or considered for 
purchase or sale for a client’s account, unless (i) such person has no influence or control over the 
purchase or sale of securities in which he has or will acquire a beneficial interest; (ii) such 
purchase or sale is non-volitional on the part of such person or the clients; (iii) the transaction 
for such person is a purchase under an automatic dividend reinvestment plan or pursuant to 
the exercise of rights issues, pro-rata to such person and other holders of the same class of the 
issuer’s securities; (iv) and such person has obtained in advance approval from one of the 
members of BRC authorized to grant such approval when the circumstances indicate no 
reasonable likelihood of harm to the client and does not violate applicable laws and regulations. 

 

Item 12 - Brokerage Practices 

Selecting Brokerage Firms 
Generally, in the absence of specific written instructions from a client, BRC determines the 
broker through whom securities transactions are to be executed.  It is BRC’s policy to seek the 
best execution available with respect to each transaction, in light of the overall quality of 
brokerage and research services provided to it or its clients.  Best execution is not limited to 
obtaining the lowest commissions but involves seeking the most favorable terms for a 
transaction reasonably under the circumstances.  In selecting brokers for portfolio transactions, 
BRC considers, without limitation, the overall direct net economic results to an account, 
including both price paid or received and any commissions and other costs paid, the efficiency 
with which the transaction is effected, the ability to effect the transaction at all where a large 
block is involved, the availability of the broker to stand ready to execute possibly difficult 
transactions in the future, responsiveness to BRC and the financial strength and stability of the 
broker. Receipt of products or services other than brokerage or research is not a factor in 
allocating brokerage.   

Soft Dollars 
Each year, BRC considers the amount and nature of research and research services provided by 
brokers, as well as the extent to which such services are relied upon, and attempts to allocate a 
portion of the brokerage business of its clients on the basis of that consideration.  The actual 
allocation of brokerage business may vary from year to year, depending on BRC’s evaluations 
of all applicable considerations.  In no case will BRC make binding commitments as to the level 
of brokerage commissions it will allocate to a broker, nor will it commit to pay cash if an 
informal target is not met.  

Subject to the criteria of Section 28(e) of the Securities and Exchange Act of 1934 (“Section 
28(e)”), BRC may pay a broker a brokerage commission in excess of that which another broker 
might have charged for effecting the same transactions in recognition of the value of the 
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brokerage and research services provided by or through the broker.  BRC believes it is 
important to its investment decision-making processes to have access to independent research.  
Research furnished by brokers may be used to service any or all of BRC’s clients and may be 
used in connection with accounts other than those making the payment to the broker providing 
the research.  When BRC uses client brokerage commissions to obtain research products and 
services, we receive a benefit because we do not have to produce or pay for the research 
products and services.  BRC may have an incentive to select or recommend a broker-dealer 
based on our interest in receiving the research products and services, rather than on clients’ 
interests in receiving the most favorable execution or lowest commission. 

Brokerage and research services provided by brokers include effecting securities transactions 
and performing services incidental thereto including clearance, settlement, and custody, and 
providing information regarding: the economy; industries; sectors of securities; individual 
companies; statistical information; taxation; political developments; legal developments; 
technical market action; pricing and appraisal services; credit analysis; risk measurement 
analysis and performance analysis.  Such research services are received primarily in the form of 
written reports, telephone contacts and personal meetings with security analysts and their 
institutional salesforce.  

In addition, research services include access to various computer-generated data, computer 
software, and meetings arranged with corporate and industry spokespersons, economists and 
government representatives.  In some cases, research services are generated by third parties but 
are provided to BRC by or through brokers.  Such brokers may pay for all or a portion of 
computer software costs relating to the pricing of securities.  BRC uses a variety of securities 
quotation hardware and software for day-to-day portfolio management of its accounts and also 
for pricing for its portfolio accounting needs.  Most of the services include additional statistics, 
analytical tools and news used solely for portfolio management purposes.  Where BRC itself 
receives both non-research (administrative or accounting) and research benefits from the 
services provided by brokers, it makes a good faith allocation between the non-research and 
research portion of the services received and will pay directly for the non-research portion.  In 
making good faith allocations between administrative benefits and research and brokerage 
services, a conflict of interest may exist by reason of BRC’s allocation of the costs of such 
services and benefits between those that primarily benefit BRC and those that primarily benefit 
its clients.  BRC addresses this conflict by documenting a reasonable allocation between eligible 
and ineligible uses and keeping adequate books and records concerning allocations to enable us 
to make the required good faith determination of the reasonableness of the commissions in 
relation to the value of brokerage and research services. 

Directed Brokerage 
BRC will accept in writing direction from clients regarding the brokers to be used.  Clients may 
have existing arrangements permitting them to offset certain administration, accounting, 
custody, consultant, or other fees in relation to the amount of brokerage transactions handled by 
a specific broker.  

Nevertheless, in following the client’s direction to use a particular broker to execute either all or 
part of the brokerage transactions, clients must be aware that, in so doing, they should consider 
whether such a designation may result in certain costs or disadvantages to the client, either 
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because client may pay higher commissions than might otherwise be obtainable by BRC or 
receive less favorable net prices and executions on some transactions, or both.  

In addition, clients’ direction may adversely affect BRC’s ability to, among other things, obtain 
volume discounts on bunched orders and/or achieve best execution.  When effecting bunched 
orders, BRC attempts to include transactions of clients who have directed the use of a particular 
broker in the bunched order.  In such transactions the executing broker must agree to transfer 
that portion of a bunched order relating to a client who has directed the use of a particular 
broker to the broker specified by the client.  If the executing broker does not agree to make this 
transfer, the order for the same security on behalf of a client who has directed the use of a 
particular broker will be executed through the specified broker, and the cost of the transaction 
may be greater. 

Wrap Fee Brokerage 
A wrap fee sponsor may recommend the retention of BRC as investment adviser, monitor and 
evaluate BRC’s performance, execute the client's portfolio transactions without commission 
charge, and provide custodial services for the client's assets, or provide any combination of 
these or other services, all for a single fee paid by the client to the sponsor.  However, in 
evaluating such an arrangement, a client should recognize that brokerage commissions for the 
execution of transactions in the client's account are not negotiated by BRC.  Transactions are 
effected without commissions.  Trades are generally required to be executed only with the 
sponsor with whom the client has entered into the wrap fee arrangement, so that BRC may not 
be free to seek best price and execution by placing transactions with other brokers or dealers.  In 
such instances, no assurance can be given that the sponsor sponsoring the wrap fee 
arrangement offers best price and execution.  Accordingly, the client may wish to satisfy himself 
that the sponsor offering the wrap fee arrangement can provide adequate price and execution of 
most or all transactions.  The client should also consider that, depending upon the level of the 
wrap fee charged by the sponsor, the amount of portfolio activity in the client's account, the 
value of custodial and other services which are provided under the arrangement, and other 
factors, the wrap fee may or may not exceed the aggregate cost of such services if they were to 
be provided separately and if BRC were free to negotiate commissions and seek best price and 
execution of transactions for the client's account. 

 

Order Aggregation 
BRC seeks, but is not obligated, to bunch orders for the purchase or sale of the same security for 
client accounts where BRC deems this to be appropriate, in the best interests of the client 
accounts, and consistent with applicable regulatory requirements.  When a bunched order is 
filled in its entirety, each participating client account will participate at the average share price 
for the bunched order on the same business day, and the transaction costs shall be shared pro 
rata based on each client’s participation in the bunched order.  When a bunched order is only 
partially filled, the securities purchased will be allocated on a pro rata basis to each account 
participating in the bunched order based upon the initial amount requested for the account, 
subject to certain exceptions such as de minimis orders, and each participating account will 
participate at the average share price for the bunched order on the same business day. 
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Best Execution 

It is BRC’s policy to seek the best execution available with respect to each transaction, in light of 
the overall quality of brokerage and research services provided to BRC or our clients.  Best 
execution is not limited to obtaining the lowest commissions but involves seeking the most 
favorable terms for a transaction reasonably under the circumstances.  Receipt of products or 
services other than brokerage or research is not permitted and is not a factor in allocating 
brokerage.   

 

Item 13 - Review of Accounts 

Periodic Reviews 
BRC client accounts are managed and reviewed in a tiered structure.  New account set up is 
implemented by the operations and compliance teams utilizing client investment management 
agreements and attachments, which may or may not include investment restrictions.  Portfolios 
are set up in the portfolio accounting system and the trade order management system with all 
necessary fields.  Trading, portfolio accounting, daily affirmations, daily reconciliations, daily 
valuations and other daily activities are governed by the rules and restrictions set up in these 
systems.  Each client account that is managed under one of BRC’s equity strategies is balanced 
to a model during initial and periodic trading.  These models are reviewed daily by BRC’s 
portfolio managers, and/or quantitative and fundamental analyst teams. 

Compliance staff monitors non-wrap client portfolios’ compliance with client investment 
policies and regulatory restrictions on at least a quarterly basis.  Portfolio performance is 
reviewed by compliance and client services/marketing staff periodically. BRC’s operations staff 
reviews securities positons and reconciles account information at least monthly to available 
records kept by other persons, such as custodial records or broker confirmations.  If any 
question arises about an account, BRC promptly reviews the account in detail, notifies the client 
if a significant issue is detected, and resolves the issue promptly.  

Review Triggers 
Additional ad hoc reviews covering performance and investment guidelines are carried out by 
members of the compliance, portfolio management, operations/portfolio accounting and client 
service groups.  More frequent reviews may be triggered by material changes in variables such 
as the client’s individual circumstances, the market, or political or economic environment.   

Regular Reports 
Standard client account reports are provided to clients (except clients participating in certain 
wrap fee service arrangements where reporting to clients is carried out by the Sponsor or 
financial adviser) on a quarterly basis and include: portfolio holdings, transactions, 
performance information and a brief market commentary.  A hard copy of the written reports is 
typically mailed, or delivered by e-mail (if requested by the client), in the month following 
quarter end.  More frequent reports may be provided upon request. 
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Item 14 - Client Referrals and Other Compensation 

Referrals 
BRC compensates certain individuals or entities (“Solicitors”) for the referral of advisory clients 
to BRC.  As a consultant and independent contractor, and not as an employee of BRC, the 
Solicitor will use its best efforts to solicit and refer as clients to BRC those individuals or entities 
which it believes are suitable and appropriate for the investment advisory services provided by 
BRC.  The Solicitor does not have any authority to accept any client(s) on behalf of BRC, and 
BRC does not have any responsibility to accept any prospective client referred by the Solicitor.  
Any prospective client which becomes a client of BRC as a direct result of the Solicitor’s efforts 
is identified as a “Solicited Client.”  The Solicitor’s primary role is to introduce and assist each 
Solicited Client in establishing a relationship with BRC, which will include introducing 
prospective clients and providing information about BRC.  The solicitation services may also 
include periodic contacts, to update client information on behalf of BRC.  The Solicitor will keep 
as confidential any client information obtained in connection with this agreement which will 
not be disclosed without the consent of the Solicited Client.  For the solicitation services 
provided by the Solicitor, BRC will either pay a flat one-time fee for any solicited client or a 
percentage of all investment advisory fees received by BRC from any solicited client over a time 
period agreed upon in the Solicitor’s Agreement with BRC.  This fee is not passed on to the 
client.   

 

Additional Compensation 
In exchange for commissions generated by discretionary trading activity, BRC receives research 
services from a variety of brokerage firms.  See the Item 12 - Brokerage Practices section of this 
Brochure for a description of the services and benefits BRC receives from brokerage firms. 

 

Item 15 - Custody 
Our clients’ assets are housed in nationally recognized banks or brokerage firms, otherwise 
known as custodians.  BRC has a limited power of attorney to place trades on the client’s behalf.  
If authorized by the client, BRC may also have the authority to directly debit client accounts for 
quarterly fees, and therefore is deemed to have Custody.   See Item 5 - Fees and Compensation 
section of this Brochure for more information on direct debiting. 

Clients will receive monthly or quarterly statements from their qualified custodian.  Clients 
should review and compare the account statements they receive from the qualified custodian 
with those they receive from BRC.  For more information on the reports that you will be 
provided by us, see Item 13-Review of Accounts section. 
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Item 16 - Investment Discretion 
BRC accepts discretionary authority for trading client accounts by executing a limited power of 
attorney with the client on behalf of the custodian.  Although not common, clients may place 
limitations on this authority such as cash requirements or security restrictions.  All restrictions 
must be submitted to BRC in writing. 

 

Item 17 - Voting Client Securities 

Proxy Votes 
BRC is responsible for voting proxies for portfolio securities consistent with the best economic 
interest of clients.  Some clients choose to retain the authority to vote their own proxies.  In 
these cases, the client should make arrangements with the custodian or other third-party service 
provider for delivery of the proxy materials.  BRC’s quantitative investment process does not 
provide output or analysis that would be functional in analyzing proxy issues.  BRC, therefore, 
has retained an expert independent third party to assist in proxy voting, currently Institutional 
Shareholder Services (“ISS”).  BRC follows the pre-determined benchmark proxy voting 
guidelines and uses the research services provided by ISS.  In providing proxy voting services 
to BRC, ISS provides vote recommendations on a pre-determined benchmark proxy voting 
policy.  BRC is responsible for monitoring ISS to ensure that proxies are appropriately voted.   
Clients may contact BRC by mail or e-mail regarding questions about a particular solicitation.  
Clients are permitted to place reasonable restrictions on BRC’s voting authority in the same 
manner that they may place such restrictions on the actual selection of account securities, or to 
instruct BRC to vote a particular proxy in a certain manner.  Direction from a client on a 
particular proxy vote will take precedence over the pre-determined benchmark proxy voting 
guidelines.  BRC’s use of ISS is not a delegation of BRC’s fiduciary obligation to vote proxies for 
clients.   

With respect to client accounts subject to ERISA, unless proxy voting responsibility has been 
expressly reserved and is being exercised by another fiduciary for an ERISA plan, BRC will vote 
all proxies relating to securities held for the client account and shall make appropriate 
arrangements with each account custodian to have proxies forwarded, on a timely basis to the 
appropriate person.   

In circumstances when there may be a material conflict of interest between BRC’s interests and 
clients’ interests in how proxies are voted (such as when BRC knows that the proxy issuer is 
also a BRC client), BRC will vote the proxies in accordance with the recommendations of ISS’ 
pre-determined benchmark proxy voting guidelines.  Because the guidelines are pre-
determined by ISS and designed to be in the best interest of shareholders, application of the pre-
determined  benchmark proxy voting guidelines to vote client proxies should, in most cases 
adequately address any possible conflicts of interest.  BRC will provide a written response for 
information regarding proxy votes, or policies and procedures, including proxy statements, 
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record of votes, and any material documentation used to make a decision on how to vote upon 
written request from the client. 

Clients may obtain a copy of BRC’s Proxy Voting Policy and Procedures and proxy voting 
guidelines or BRC’s voting record for their account by contacting BRC at 303-414-1100.   

BRC, in accordance with SEC recordkeeping rules shall maintain for a period of at least five 
years a record of each proxy statement received regarding client securities, records of votes cast 
on behalf of clients, records of client requests for proxy voting information, and a copy of any 
written response, and all documents prepared by BRC regarding votes cast in contradiction to 
the pre-determined benchmark proxy voting guidelines, and all proxy voting policies and 
procedures and any amendments.  Proxy statements received from issuers are available on the 
SEC’s EDGAR database and are available upon request.   

Item 18 - Financial Information 
BRC has not been the subject of a bankruptcy petition at any time since our formation, and we 
are not aware of any financial condition that is reasonably likely to impair our ability to meet 
contractual commitments to clients. 
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