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This Brochure provides you information about the qualifications and business practices 
of Verde Capital Management, Inc. (referred to in this Brochure as “us,” “we,” “our” or the 
“firm”).  If you have any questions about the contents of this Brochure, please contact us at (248) 
528-1870.  The information in this Brochure has not been approved or verified by the United 
States Securities and Exchange Commission (“SEC”) or by any state securities authority. 

We are a registered investment adviser.  Registration of an adviser does not imply any 
level of skill or training. 

Additional information about us also is available on the SEC’s website at 
www.adviserinfo.sec.gov. 
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ITEM 4:  ADVISORY BUSINESS 

Our Owners and Principals 

We are a Michigan corporation established in 2008.  Carl Szasz is our sole principal and 
owns more than twenty-five percent (25%) of our firm’s common stock. 

Our Advisory Services 

Investment Management – Qualified Plans 

We provide investment management services to qualified retirement plans which are sub-
ject to the Employee Retirement Income Security Act of 1974, as amended (“ERISA”).  As part 
of our services to qualified plans, we will act as a 3(21) and 3(38) fiduciary manager under 
ERISA.  This means that when we are performing discretionary services on behalf of the plan, 
the plan fiduciary is shifting its fiduciary responsibility to us for the selection of the Plan’s 
investments. 

For all qualified plan clients, we work with the plan fiduciary to develop a formal written 
investment policy statement (“IPS”) for the plan, or we review and amend the existing IPS, 
which establishes the plan’s specific standards and processes for investment operations.  The IPS 
may also place restrictions on the types of investments the plan invest its assets in.  We use the 
plan’s IPS to select, monitor, remove and replace investment alternatives available to plan 
participants.  We also meet with plan participants periodically throughout the year to educate 
them on the available investment options. We also continually monitor the performance of all the 
plan’s investment options. 

Outside Management and 401(k) Advisory Services 

We also provide investment advice to our clients on their qualified retirement plan assets.  
If we provide you with investment management services for assets held in your retirement 
account, we will consider your goals and objectives; and we will make suggestions on how you 
might allocate plan assets among the investment options provided by your plan sponsor.  You 
may implement our investment recommendations or we, with your authorization and using your 
personal identification number, will execute any agreed upon allocation changes.  We will 
manage your retirement assets according to the terms of the investment advisory agreement we 
sign with you. 

If our services are discontinued, you must promptly change your personal identification 
number so as to assure we do not have any further access to your account. 

Investment Management Services 

We offer investment management services through our wrap fee program.  We emphasize 
continuous personal client contact and interaction in providing discretionary investment super-
visory services.   
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A complete description of the program and its fees are contained in our Part 2A 
Appendix, which is the Program Brochure.  To request a copy of the Program Brochure please 
contact our President and Chief Compliance Officer, Carl Szasz at (248) 528-1870 or 
carlszasz@verdecm.com. 

Assets Under Management 

We manage your assets on either a discretionary or nondiscretionary basis.  As of 
December 31, 2016, we had $163,085,303 in client assets managed on a discretionary basis and 
$54,279,322 in client assets managed on a non-discretionary basis. 

ITEM 5:  FEES AND COMPENSATION 

Investment Management for Qualified Plans 

For our investment management services to ERISA plans, we charge an annual advisory 
fee of 0.10% to 2.0% of assets held in the plan’s account.  We bill the fee quarterly in arrears in 
accordance as follows: 

First Quarter March 1 – May 31 

Second Quarter June 1 – August 31 

Third Quarter September 1 – November 30 

Fourth Quarter December 1 – February 28 

  

The first payment is due within the first 15 days of the quarter following the quarter in 
which our agreement was executed, and will be prorated and payable based upon the number of 
days from the date of execution to the end of the first quarter.  Subsequent payments will be 
assessed and due within the first 15 days of the quarter based on the value of the account on the 
last business day of the previous quarter, which may be adjusted for deposits and withdrawals 
during the month.   

Outside Management and 401(k) Advisory Services 

When we provide continuous and regular investment advisory services to you for your 
401(k) participant assets, we will charge you a fee of 0.50% to 1.5% for the assets under our 
management depending on the complexity of your plan and the nature of your individual 
circumstances.  In addition to our fees, you are responsible for all mutual fund expenses, 
transaction fees, and administrative costs charged by other parties for these accounts. 

If you choose, you may grant us limited discretionary authority in the investment ad-
visory agreement to bill your custodian directly and to instruct your custodian to deduct our ad-
visory fees for our 401(k) advisory services directly from your other non-qualified account.  



Part 2A of Form ADV – Brochure 3 Verde Capital Management, Inc. 

Investment Management Fees 

If you utilize our investment management services under our wrap fee program, we 
charge you an annual fee based upon a percentage of the market value of your assets under our 
management.  Our fee for the program is called a “wrap fee,” which means that our fee includes 
all commissions or transaction fees which otherwise would be incurred by you.   

A complete description of the program and its fees are contained in our Part 2A Ap-
pendix1, which is the Program Brochure.  To request a copy of the Program Brochure please 
contact our President and Chief Compliance Officer, Carl Szasz at (248) 528-1870 or 
carlszasz@verdecm.com. 

Other Compensation 

As described in the section titled “OTHER FINANCIAL INDUSTRY ACTIVITIES 
AND AFFILIATIONS” on page 8, Ms. Tommi Harris is also independently licensed to sell 
insurance through her firm, Verde Insurance Agency.  As such, Ms. Harris may receive a com-
mission for the sale of insurance products to you and other clients.  Therefore, a potential conflict 
of interest exists when we recommend that you purchase insurance products as part of our 
financial planning advice.  To mitigate any conflict of interest, we do not require you to purchase 
any recommended insurance products through Ms. Harris, and you are free to purchase the 
products from a different insurance agent. 

Direct Billing to Your Custodian 

With your authorization, we will directly debit fees from your accounts or bill you for our 
fees.  Generally, our clients authorize us under the investment advisory agreement to deduct our 
fees directly from their account.  If you provide us such authorization, the custodian’s periodic 
statements will show each fee deduction from your account.  You may withdraw this authoriza-
tion for direct billing of these fees at any time by notifying your custodian or us in writing.  Fees 
paid directly by check are due upon receipt of the fee invoice. 

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

We do not charge any performance-based fees (fees based on a share of capital gains on 
or capital appreciation of your assets). 

ITEM 7:  TYPES OF CLIENTS 

We offer financial planning and investment management services to individuals, high net 
worth individuals, trusts and estates, pension and profit sharing plans, charitable institutions, and 
corporations and other business entities. 
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We do not impose any conditions for starting or maintaining an investment management 
account, such as a minimum annual fee or account balance.  There is no minimum account size 
for our financial planning services. 

ITEM 8:  METHODS OF ANALYSIS, 
INVESTMENT STRATEGIES AND RISK OF LOSS 

Methods of Analysis 

We utilize fundamental analysis to evaluate investments.  Fundamental analysis is a 
technique that attempts to determine a security’s value by focusing on the economic well-being 
of a financial entity as opposed to only its price movements.  When conducting fundamental 
analysis, we will review a company’s financial statements and consider factors including, but not 
limited to, whether the company’s revenue is growing, if the company is profitable, if the com-
pany is in a strong enough position to beat its competitors in the future, and if the company is 
able to repay its debts.  Because it can take a long time for a company’s value to be reflected in 
the market, the risk associated with this method of analysis is that a gain is not realized until the 
stock’s market price rises to the company’s true value. 

The valuation method is a technique used to calculate a theoretical value for a security in 
order to estimate potential future market prices.  When utilizing the valuation method, we will 
review such things as a security’s earnings per share, price to earnings and growth rate. 

We also utilize technical analysis to evaluate potential investments.  Unlike fundamental 
analysis, technical analysis does not analyze the company’s value, but instead analyzes the 
stock’s price movement in the market.  Charting is a form of technical analysis in which the 
various technical factors are diagrammed in order to illustrate patterns.  Technical analysis 
studies the supply and demand in the market in an attempt to determine what direction, or trend, 
will continue in the future.  However, there are risks involved with this method, including the 
risk that the trends will change unpredictably, which is why we use a combination of methods 
and obtain information from a variety of sources. 

We obtain information from a number of sources, both public and by purchase, including 
research materials prepared by third-parties, corporate rating services, annual reports, pro-
spectuses and filings with the SEC and company press releases.  We believe these resources for 
information are reliable and regularly depend on these resources for making our investment 
decisions; however, we are not responsible for the accuracy or completeness of this information. 

Investment Strategies 

We use a variety of investment strategies depending on your circumstances, financial 
objectives and needs.  We may recommend implementing one or more of the following 
investment strategies:  long-term purchases (held at least a year), short term purchases (held less 
than a year), trading (held less than 30 days), margin transactions (purchase of a security on 
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credit extended by a securities company), and option writing (selling an option) or a combination 
of these strategies to help you meet your investment objectives. 

Long-Term Purchases – The Long-Term assumption is that financial market values will 
increase over time (at least a year) and this may not happen. There is also the risk that the 
segment of the market you are invested in (or perhaps just your particular investment) will 
decrease over time even if overall stock market values increase. In addition, purchasing 
investments long-term may create an opportunity cost, “locking-up” assets that you may be 
better off using elsewhere. 

Short-Term Purchases and Trading – Securities are purchased with the idea of selling 
them very quickly (typically within 30 days or less). This is done in an attempt to take advantage 
of predictions of brief price swings.   The Short-Term strategy may produce higher gains 
however, the risk may be greater.  Decision to use or not use short-term investments must be 
made in terms of the level of risk and the projected time frame for meeting your goals.  In 
addition, securities held less than one year before selling it are classified, by the IRS, as a short-
term capital gain and the profit is taxed as ordinary income. 

Short sales – Short selling is the selling of a security that the seller does not own based on 
the assumption that the seller will be able to buy the stock at a lower amount than the price at 
which the seller sold short.  Managers use short positions to reduce the risk of long positions 
purchased with money borrowed on margin. If correct and the stock price has gone down since 
the shares were borrowed from the original owner, the client account realizes the profit.  As 
stock prices increase, short seller losses also increase as short sellers rush to buy the stock to 
cover their positions. This increase in demand, in turn, further drives the prices up, increasing 
losses. 

Margin transactions – Stocks may be purchased for client portfolios with money 
borrowed from the broker. This allows the investor to purchase more stock than they would be 
able to with their available cash, and allows the purchase of stock without selling other holdings.  
A risk in margin trading is that, in volatile markets, securities prices can fall very quickly. If the 
value of the securities in your account minus what you owe the broker falls below a certain level, 
the broker will issue a “margin call”, and you will be required to sell your position in the security 
purchased on margin or add more cash to the account. In some circumstances, you may lose 
more money than you originally invested. 

Option writing. An option is a contract that gives the buyer the right, but not the 
obligation, to buy or sell an asset (such as a share of stock) at a specific price on or before a 
certain date. An option, just like a stock or bond, is a security. An option is also a derivative, 
because it derives its value from an underlying asset.  Options may be used to speculate on the 
possibility of a sharp price swing up or down. 

We may recommend implementing these strategies using mutual funds (held directly or 
held within variable annuities or life insurance products), exchange traded funds and other types 
of investments.  We often recommend mutual funds of different kinds to promote portfolio 
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diversification within various asset classes, such as industry sectors, domestic/international, or 
equities/bonds.  We may recommend periodic purchases, sales, and exchanges of those mutual 
fund shares within mutual fund families and between different mutual fund families when there 
are changes in your needs, market conditions, or economic developments. 

Types of Investments and Risk of Loss 

We offer advice about a wide variety of investment types, including mutual funds, index 
funds, exchange traded funds (“ETFs”), international securities and variable annuities, each 
having different types and levels of risk.  We will discuss these risks with you in determining the 
investment objectives that will guide our investment advice for your account.  We will explain 
and answer any questions you have about these kinds of investments, which present special 
considerations such as the following. 

Investing in securities involves risk of loss that you should be prepared to bear.  Ob-
taining higher rates of return on investments typically entails accepting higher levels of risk.  We 
work with you to attempt to identify the balance of risks and rewards that is appropriate and 
comfortable for you.  However, it is still your responsibility to ask questions if you do not fully 
understand the risks associated with any investment or investment strategy. 

While we cannot foresee all potential risks, and many more exist than listed below, these 
are the most common risks investors face: 

Interest-rate Risk:  Fluctuations in interest rates may cause investment prices to fluctuate. 
For example, when interest rates rise, yields on existing bonds become less attractive, causing 
their market values to decline. 

Market Risk:  The price of a security, bond, ETF, or mutual fund may drop in reaction to 
market events or other factors.  This type of risk is caused by external factors independent of a 
security's particular individual circumstances.  For example, political, economic and social 
conditions may trigger market events. 

Inflation Risk:  When inflation is present, a dollar today will not buy as much as a dollar 
in the future, because purchasing power is eroding at the rate of inflation.  Your investment may 
lose value if it is not keeping pace with inflation. 

Currency Risk:  Overseas investments are subject to fluctuations in the value of the dollar 
relative to the currency of the investment's home country.  This is also referred to as exchange 
rate risk. 

International Risk: International investments may involve risk of capital loss from 
unfavorable fluctuations in currency exchange rates, differences in generally accepted 
accounting principles, or economic or political instability in other nations. 
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Reinvestment Risk:  The risk that proceeds from maturing investments may have to be 
reinvested at a potentially lower rate of return (i.e. interest rate).  This primarily affects fixed 
income securities. 

Financial Risk:  Excessive borrowing to finance a business' operations increases the risks 
to profitability, because the company must meet the terms of its debt obligations in good times 
and bad.  The inability to meet debt obligations, in severe economic downturns, may result 
declining market value of the company’s debt and equity securities or possibly even bankruptcy. 

The previously mentioned risks will vary for each type of investment; therefore, we will 
diversify your account in an attempt to mitigate those risks.  Nevertheless, diversification alone 
cannot eliminate the possibility of significant price declines.  We will work with you to attempt 
to identify the balance of risk and reward that is appropriate and comfortable for you.  However, 
it is still your responsibility to ask questions if you do not fully understand the risks associated 
with any investment or investment strategy.  

Also, while we strive to render our best judgment on your behalf, many economic and 
market variables beyond our control can affect the performance of your investments and we 
cannot assure you that your investments will be profitable or assure you that no losses will occur 
in your investment portfolio.  Past performance is one relatively important consideration with 
respect to any investment or investment advisor, but it is not a predictor of future performance. 

Mutual Funds, Index Funds and Exchange-Traded Funds 

Exchange traded products are types of securities that derive their value from a basket of 
securities such as stocks, bonds, commodities or indices and trade on exchanges during the day 
like individual stocks, while traditional mutual funds are priced once a day at the close.  The 
value of our portfolio will fluctuate with the value of the underlying securities.  ETFs trade like a 
stock, and there will be brokerage commissions associated with the buying and selling of the 
ETFs unless, trading occurs in a wrap fee program.   

Mutual funds and ETFs typically charge their shareholders various advisory fees and 
expenses associated with the establishment and operation of the funds.  These fees will generally 
include a management fee, shareholder servicing, other fund expenses, and sometimes a 
distribution fee.  If the fund also imposes sales charges, you may pay an initial or deferred sales 
charge.  These separate fees and expenses are disclosed in each fund’s current prospectus, which 
is available from the fund or we can provide it to you upon request. 

Consequently, for any type of fund investment, it is important for you to understand that 
you are directly and indirectly paying two levels of advisory fees and expenses:  one layer of fees 
at the fund level and one layer of advisory fees and expenses to us.  Generally speaking, most 
mutual funds may be purchased directly, without using our services and without incurring our 
advisory fees. 

 



Part 2A of Form ADV – Brochure 8 Verde Capital Management, Inc. 

Variable Annuities 

Variable annuities are highly complex financial products offered by insurance companies.  
Investment in a variable annuity contract is subject to both general market risk and the insurance 
company’s credit risk.  These and other risks are described in the variable annuities’ 
prospectuses.  Variable annuities are regulated under both securities and insurance laws and 
related rules and regulations.  Variable annuities offer various benefits and features which may 
or may not have value to you depending on your circumstances, which we can discuss with you.  
Like other types of investments, commissions are paid for the purchase of variable annuities and 
there may be substantial surrender charges.  These commissions, surrender charges, and other 
expenses are disclosed in the prospectus. 

Like mutual funds, insurance companies charge a variety of fees and charges against the 
assets invested in the separate accounts of their policy holders.  As noted above, this means that 
there are two layers of advisory fees paid – one layer to the insurance company and one layer to 
our firm for our advisory services. 

We do not generally recommend variable annuities due to substantial costs.  However, if 
you come to us already owning variable annuities, and we determine that it is not suitable to 
liquidate them due to surrender charges, taxes, or other factors, we will review the separate 
accounts with you and provide investment advice concerning them, based upon our agreement 
with you. 

ITEM 9:  DISCIPLINARY INFORMATION 

As a registered investment adviser, we must inform you of all material facts regarding 
any legal or disciplinary events that would be material to your evaluation of our firm or the 
integrity of our management.  We have no legal or disciplinary events to disclose. 

ITEM 10:  OTHER FINANCIAL INDUSTRY ACTIVITIES AND AFFILIATIONS 

Ms. Tommi Harris is a licensed insurance agent and owner of Verde Insurance Agency.  
In her individual capacity, she may recommend the purchase of certain insurance products.  A 
conflict of interest exists to the extent that we recommend the purchase of insurance products 
where she receives insurance commissions or other additional compensation.  However, to 
mitigate this conflict, if you decide to implement our recommendation to purchase insurance 
products you are not required to purchase insurance through Ms. Harris and you may purchase 
insurance products through another insurance agent of your choice. 
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ITEM 11:  CODE OF ETHICS, PARTICIPATION OR INTEREST 
IN CLIENT TRANSACTIONS AND PERSONAL TRADING 

We have adopted a Code of Ethics (the “Code”) describing the standards of business 
conduct we expect all officers, directors, employees, and advisory representatives to follow.  The 
Code also describes certain reporting requirements with which particular individuals associated 
with or employed by us must comply.  We will provide a free copy of the Code to you upon 
request. 

Our principals and representatives will often own the same securities we recommend to 
you or our other clients.  Generally, these securities will be shares of open ended mutual funds or 
stocks and bonds actively traded on a national securities exchange or market where the time and 
size of their purchases or sales will not affect transactions for you or our other clients.  If we do 
recommend the purchase or sale of a thinly traded security to you, we will ensure that our 
principals’ and representatives’ transactions do not adversely affect you nor improperly benefit 
them, typically by completing our principals’ and representatives’ transactions after all your and 
other client transactions have been made.  Orders for your account and our own accounts may 
sometimes be aggregated or “batched” into one large order as described in “BROKERAGE 
PRACTICES” starting on page 9. 

You may request a copy of our Code by contacting our President, Carl Szasz at (248) 
528-1870 or carlszasz@verdecm.com. 

ITEM 12:  BROKERAGE PRACTICES 

Directed Brokerage & Soft Dollars 

Unless you participate in our wrap fee program, we do not require you to use a specified 
broker-dealer.  Clients in our wrap fee program will be required to use Fidelity as the custodian. 

We have established a brokerage relationship with Fidelity Institutional Wealth Services 
through Fidelity Brokerage Services LLC.  We may recommend you establish a brokerage 
account with Fidelity to maintain custody of your assets and to effect trades for your account.  
Fidelity will provide custody and execution services in accordance with the terms set forth in 
your agreement.  We reasonably believe that Fidelity’s blend of execution services, commission 
and transaction costs as well as professionalism allows us to seek best execution and competitive 
prices.  Although we may recommend that you establish accounts at Fidelity, it is your decision 
to custody assets with Fidelity.  We do not maintain custody of your accounts. 

When we direct transactions to such broker-dealers as we select, we will seek “best 
execution” for your account, which is a combination of a number of judgmental factors including 
price, execution, quality and your needs.  Recognizing the value of these judgmental factors, 
brokers selected may charge commissions (ticket charges) that are higher than the lowest 
commissions that might otherwise be available. 
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If your account is maintained in Fidelity’s custody, Fidelity does not charge separately 
for custody.  Unless you participate in our wrap fee program, Fidelity is compensated by you 
through commissions or other transaction-related fees or securities trades that are executed 
through Fidelity or that settle into Fidelity accounts.  We do not receive any part of these 
separate charges which are assessed directly to you.  Fidelity does not have a role with respect to 
our investment advisory accounts; however, it may serve as the broker-dealer in cases where you 
wish to execute recommendations as part of the implementation of a financial plan.  It is 
important to note that Fidelity does not maintain supervisory relationships with respect to us or 
our representatives nor are we in any way affiliated with them.  We, as a firm, are independently 
owned and operated. 

Fidelity also makes available to us other products and services that may benefit us, but 
which may not benefit you.  These types of services will help us in managing and administering 
your accounts.  These include software and other technology that provide access to your account 
data such as trade confirmations and account statements; facilitate trade executions; provide 
research, pricing information, and other market data; facilitate in the payment of our fees from 
your account; and assist with back-office functions, record-keeping, and client reporting.  Many 
of these services may be used to service all or a substantial number of our accounts.  Such 
research and execution related services are offered to investment advisors who utilize Fidelity.  
However, the commissions charged by Fidelity may be higher than those charged by a broker 
who does not provide the aforementioned research and execution related services. 

You may direct us to utilize a specified broker-dealer, of your choosing, to effect trans-
actions for or with your account.  You should understand that, in the case of such a directed 
brokerage arrangement: 

• you will be solely responsible for negotiating the terms and arrangements on which 
those brokers and dealers are engaged, and we will have no responsibility for 
reviewing the fairness of those terms and arrangements; 

• we will not seek better execution services or prices from other brokers and dealers in 
connection with transactions for your account; 

• we will not be able to “batch” or “aggregate” transactions for the your account with 
transactions for our other clients not subject to a similar such arrangement; 

• we will not monitor the performance of or the services provided by the brokers and 
dealers so designated; and 

• you may pay higher commissions or other transaction costs or greater spreads, or 
receive less favorable net prices, on transactions for the account than would otherwise 
be the case. 

However, we may seek better execution services or prices from other brokers or dealers 
or “batch” your transactions for execution if such action is required by law or fiduciary duties, 
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including but not limited to, the fiduciary duty provisions under the Employee Retirement 
Income Security Act of 1974, as amended (“ERISA”), if you are a plan subject to ERISA, or if 
the designated broker or dealer is unable or unwilling to effect a particular transaction or 
transaction, which may occur with certain transactions involving fixed-income securities. 

Aggregation of Orders 

We have adopted a trade allocation policy to govern how we handle the aggregation of 
orders for more than one client’s account.  From time to time and only where appropriate, we 
aggregate orders for securities transactions for more than one client and, in appropriate 
circumstances, include proprietary accounts.  In doing so, we strive to treat each client fairly and 
will not favor one client or a proprietary account over another client.  When executed, we will 
allocate the aggregated order in accordance with policies and procedures intended to achieve fair 
treatment.  The purpose of aggregating orders is for our administrative convenience and, in some 
transactions, to obtain better execution for the aggregated order than might be achieved by 
processing each of the transactions separately. 

We will not aggregate orders for a client having a directed brokerage relationship.  A 
consequence of not aggregating your order with other orders for the same securities is that you 
may not obtain as good a price or as low a cost in a separate transaction as clients whose orders 
have been aggregated. 

Each account that participates in an aggregated order will participate at the average share 
price for all transactions ordered by our firm in that security on a given business day.  If 
permitted by the broker-dealer effecting the transaction, transaction costs will be shared on a pro 
rata basis.  Some broker-dealers charge brokerage commissions to each participating client in 
accordance with the size of that client’s part of the aggregated order, regardless of the total size 
of the aggregated order.  If an aggregated order is not filled in its entirety, it will be allocated 
among participating accounts on a pro rata basis. 

ITEM 13:  REVIEW OF ACCOUNTS 

The frequency and triggering factors for internal account reviews depend upon the 
services we provide to you.  We are available to meet with you on a quarterly basis to review 
your account.  Our advisory representatives share responsibility for these reviews. 

For investment management services to ERISA plans generally on a quarterly basis, we 
will prepare and deliver a report to the plan’ Fiduciary evaluating and summarizing the previous 
quarter’s market environment, performance results of the investments in the account, total value 
of plan assets held in the account, a summary of the plan’s asset allocation, the fees and expense 
ratio of each investment alternative and other information relevant to the maintenance of the 
account. 
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You must contact us when a real or potential change in your financial condition occurs so 
we can review the portfolio along with your new information to ensure the investment strategies 
continue to be appropriate. 

ITEM 14:  CLIENT REFERRALS AND OTHER COMPENSATION 

We must inform you if we receive an economic benefit from a third party, who is not a 
client, for providing investment advice or other advisory services to our clients.  We are also re-
quired to disclose whether we compensate anyone who is not a supervised person of our firm for 
client referrals.  We do not receive any such benefits or have any referral or solicitation arrange-
ments. 

ITEM 15:  CUSTODY 

You will receive statements from the broker-dealer or other qualified custodian that holds 
and maintains your investment assets at least quarterly.  We urge you to carefully review such 
statements and compare such official custodial records to the account statements that we may 
provide to you, as described in the “REVIEW OF ACCOUNTS” beginning on page 10.  Our 
statements may vary from custodial statements based on accounting procedures, reporting dates, 
or valuation methodologies of certain securities. 

ITEM 16:  INVESTMENT DISCRETION 

We generally receive discretionary authority in writing from clients at the outset of an ad-
visory relationship in the investment management agreement.  If you choose to do so, discre-
tionary authority grants us the ability to determine, without obtaining your specific consent, the 
securities to be bought or sold for your portfolio and the amount of securities to be bought or 
sold.  As described in more detail in “ADVISORY BUSINESS” beginning on page 1, you may 
establish written investment guidelines and restrictions.  In all cases, however, such discretion is 
to be exercised in a manner consistent with your stated investment objectives for the account and 
by considering the size of your account and your risk tolerance.  When selecting securities and 
determining amounts, we observe any investment policies, limitations and restrictions you pro-
vide to us in writing. 

Also, you may sign an agreement with your custodian which generally includes a limited 
power of attorney granting us authority to direct and implement the investment and reinvestment 
of your assets within the account, but not direct the assets outside of the account. 

ITEM 17:  VOTING CLIENT SECURITIES 

As a matter of firm policy and practice, we will not be responsible for responding to 
proxies that are solicited with respect to annual or special meetings of shareholders of securities 
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held in your account.  Proxy solicitation materials will be forwarded to you by your custodian for 
response and voting. 

ITEM 18:  FINANCIAL INFORMATION 

As a registered investment adviser, we must provide you with certain financial informa-
tion or disclosures about our financial condition if we have financial commitments that impair 
our ability to meet contractual and fiduciary commitments to you.  We have not been the subject 
of a bankruptcy proceeding and do not have any financial commitments that would impair our 
ability to meet any contractual or fiduciary commitments to you. 
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