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This brochure provides information about the qualifications and business practices of Cantor 

Fitzgerald Investment Advisors, L.P. (“CFIA” or the “Firm”).  If you have any questions about the 

contents of this brochure, please contact the Chief Compliance Officer of CFIA at (212) 829-4952.  

The information in this brochure has not been approved or verified by the United States Securities 

and Exchange Commission (the “SEC”) or by any state securities authority. An investment adviser’s 

registration with the SEC does not imply a certain level of skill or training. 

 

Additional information about Cantor Fitzgerald Investment Advisors, L.P. also is available on the 

SEC’s website at www.adviserinfo.sec.gov.  

http://www.adviserinfo.sec.gov./
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ITEM 2. MATERIAL CHANGES 
 

Shawn Matthews, Chief Executive Officer and James Bond, Chief Operating Officer, resigned 

from the Firm effective May 21, 2018.  There have been no further material changes to the Firm 
since the last update to the Firm Brochure on February 28, 2018.   
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ITEM 4. ADVISORY BUSINESS 

 

As described more fully in Item 8 below, CFIA pursues primarily three investment advisory 

services/strategies: (i) investment management and advisory services to individuals, 

retirement plans, charitable foundations, and corporations.  Our services are offered to clients 

through advisors and certain TAMP programs (collectively, “Clients”), (ii) a short-term notes 

strategy and (iii) private investment funds that participate in sale-leaseback transactions for 

retail commercial real estate within the United States. Within the investment management and 

advisory services offering, the Firm offers several Model Investment Portfolios that consist of 

lower-cost, tax-efficient, and transparent exchange-traded funds (ETFs).  

 

Within the short-term notes strategy, CFIA provides advisory services to one or more 

financing vehicles (each a “Vehicles” and collectively the “Vehicles”).  Within the private 

investment fund (each a “Fund” and collectively the “Funds”) space, CFIA can provide 

advisory services for investment vehicles that are exempt from registration under the Advisers 

Act of 1940 (the “1940 Act”), and whose securities are not registered under the Securities Act 

of 1933 (the “Securities Act”). 

 

Efficient Market Advisors (“EMA”) Business 

 

Investment management and advisory services, offered through Efficient Market Advisors, a 

Business of CFIA (“EMA”), are tailored to each Client’s stated objectives. At the beginning 

of the relationship, EMA gathers information regarding a Client’s overall investment 

objectives, risk tolerance and time horizon. Once an appropriate Portfolio has been selected 

for the Client, EMA provides investment management through a three-step process: 

 

 Asset Allocation, 

 Portfolio Construction, and 

 Periodic Rebalancing 

 

ASSET ALLOCATION 

EMA offers several Model Portfolios and each Portfolio considers both a Client’s tolerance 

for risk and their stated time horizon for meeting their investment goals. 

 

 PORTFOLIO CONSTRUCTION 

EMA constructs proprietary ETF investment Portfolios using strategic, tactical, and 

opportunistic asset allocation techniques. EMA’s investment philosophy emphasizes top-

down, macroeconomic research in creating an active asset allocation strategy. This strategy is 

implemented through unique time and risk-based Portfolios. EMA has also developed a 

dynamic volatility strategy that utilizes a rules-based methodology with a qualitative overlay 

to build incremental positions that are either long or short in volatility using ETFs/ETNs.  We 

are either long or short, but never both when utilizing this strategy.   EMA primarily utilizes 

index-based ETFs, which are passive investment vehicles, in order to gain diversified 

exposure to a desired asset class or category. 
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 Asset Classes and Categories may include: 

 

 Equities (Stocks) 

 Includes, but is not limited to, US or Foreign Large Cap, Mid Cap, Small 

Cap, Real Estate Investment Trusts (REITs), Sector, Industry, and 

Emerging, Frontier and Other Global Markets; 

 

 Fixed Income (Bonds) 

 Includes, but is not limited to, Investment Grade, High Yield, Preferred 

Stocks, Foreign or Domestic Government and Agency and Emerging,  

Frontier and Other Global Markets; 

 

 Alternative Investments (Absolute Return) 

 Includes, but is not limited to, Commodities, Precious Metals, 

Currencies, Timber, Agriculture, Managed Futures, YieldCo’s, Inflation 

Expectations, Energy Master Limited Partnerships (MLPs), Hedge Fund 

Replication and Arbitrage; and 

 

 Cash 

 Money Market, Bank Deposits or equivalents.  

 

Please refer to Item 8 for further information on our methods of analysis and 

investment strategies, including details on the specific risks associated with these 

strategies. 

 

REBALANCING A PORTFOLIO 

Rebalancing is the process of selling portions of an investment in a particular asset 

class or security that has increased as a percentage of the Portfolio to a level beyond its 

intended or target allocation. Proceeds from rebalancing sales are used to buy additional 

positions in other asset classes or securities that have fallen below their intended target 

allocation. 

 

Client Portfolios are reviewed at least quarterly to determine if rebalancing is 

appropriate.  

 

Please refer to Item 13 for further information on account reviews performed by CFIA. 

 

Funds and Vehicles 

 

Investment advice is provided directly to each Fund or Vehicles (subject, in the case of a Fund 

to the discretion and control of the General Partner or Board of Directors of the Fund), and not 

individually to Fund investors or Vehicles note holders. Investment advisory services are 

provided to each Fund in accordance with the investment advisory agreement with the Fund 

and/or the Fund’s organizational documents.  Investment advisory services are provided to 

each Vehicle in accordance with the Vehicle’s organizational documents. Investment 

restrictions for a Fund or Vehicle, if any, generally are established in the organizational or 
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offering documents of the Fund or Vehicle. 

 

Gathering Client Information 

 

At the onset of the Client relationship, CFIA gathers investment objectives, risk tolerance and 

time horizon for the investment management and advisory services offered by its’ EMA 

division.
1
  The information is used by CFIA to determine the appropriate asset allocation 

Portfolio for each Client. CFIA does not assume any responsibility for the accuracy of the 

information provided by Clients and is not obligated to verify any information received from 

the Client or from the Client’s other professionals (e.g., advisor, attorney, accountant, etc.) 

and is expressly authorized to rely on such information. Under all circumstances, Clients are 

responsible for promptly notifying CFIA in writing of any material changes to the Client’s 

financial situation, investment objectives, time horizon, or risk tolerance.  

 

Model Portfolios To Third Parties 

 

EMA provides services under written agreement to non-affiliated third parties (“TP”), 

wherein CFIA provides the TP with model Portfolios in certain investment styles for a fee 

(“TP Model Portfolios”). The TP may in turn, at its sole discretion, use the model Portfolios 

as investment strategies to invest certain TP Clients’ assets. EMA does not receive any 

personal or investment guideline information pertaining to the TP’s Clients and does not 

manage or have discretion over any TP Clients’ assets. 

 

CFIA was formed as a Delaware Limited Partnership in February 2010.  As of December 31, 

2017, CFIA had discretionary and non-discretionary assets under management of 

approximately $4,374,526,325. 

 

ITEM 5. FEES AND COMPENSATION 

 

CFIA is both a fee-only investment advisory firm for its separately managed accounts in 

EMA, and receives performance-based allocation fees for its real estate pooled investment 

vehicles.  We do not receive commissions from any other parties for investment management 

services.  

 

Investment Management Fees for Clients of the EMA Division 

 

Compensation for our services is calculated in accordance with the Investment Advisory 

Agreement (“IAA”) entered into with each Client when we begin our professional 

relationship. The IAA may be amended from time to time by us upon 30-days prior written 

notice to the Client. 

 

 In consideration for our investment management services, Clients pay EMA an ongoing fee 

(Account Fee) that is negotiable and is set out in the IAA. The Account Fee is typically a 

                                                 
1
 When acting as a sub-adviser to another RIA, that RIA is responsible for gathering client information including, 

but not limited to, investment objectives and risk tolerance. 
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percentage based on the value of all assets in the account, including cash holdings. The 

Account Fee is generally paid to EMA quarterly in advance (on occasion, an accommodation 

may be made for the fee to be paid in arrears), with payment due within 10 days from the date 

of the invoice. However, the Account Fee may also be structured on a tiered basis, with a 

reduced percentage rate based on reaching certain thresholds. Fees will be equal to the agreed 

upon rate per annum, times the market value of the account, divided by the number of days in 

the agreed upon year and multiplied by the number of days in the quarter. The market value 

will be construed to equal the sum of the values of all assets in the account, not adjusted by 

any margin debt. 

 

 For purposes of determining value, securities and other instruments traded on a market for 

which actual transaction prices are publicly reported will be valued at the last reported sale 

price on the principal market in which they are traded (or, if there are no sales on such date, 

then at the mean between the closing bid and asked prices on such date). Other readily 

marketable securities will be priced using a pricing service or through quotations from one or 

more Broker-Dealers. All other assets shall be valued at fair value by EMA whose 

determination shall be conclusive. 

 

 Our maximum Account Fee is 2.00%. The Account Fee is paid to EMA, and EMA frequently 

shares a portion of the Account Fee with an Investment Advisor Representative (IAR) or 

Solicitor based on the particular agreement between EMA and the IAR or Solicitor.  Please 

refer to Item 14 for further disclosures.  

 

 Fee adjustments for additional assets received into the account during a quarter will be 

provided on a pro-rated basis contingent on the number of days that are remaining in the 

quarter. 

 

Third Party Advisory Model Platform Accounts and Model Portfolio Fees 

 

Third Party Advisory Model Platforms (“TAMPs”) charge an annual fee to each of their 

clients, which includes fees for the investment management services performed by EMA. The 

annual fees EMA receives from each TAMP are generally equal to a percentage of the total 

assets in the TAMP accounts for which EMA provides investment management services.  

Each TAMP pays EMA on a quarterly basis, either in arrears or in advance, as outlined in 

each written agreement between EMA and the TAMP. The standard fees that EMA receives 

from each TAMP vary depending on the investment style selected and other factors.  The 

annual investment management fees EMA receives from each TAMP range from .20% to 

.50%. The remainder of the fee paid by the TAMP client is retained by the TAMP for 

providing the other services outlined in their TAMP’s ADV Part 2A. It is possible that 

comparable or similar services may be available to a client at a lower aggregate cost if they 

were separately provided.  Accordingly, a TAMP client should consider the amount of the 

total TAMP fee in light of the aggregate services being obtained.   

 

For Model Portfolio arrangements, the TAMP also calculates and pays EMA a fee for 

providing ongoing model Portfolio recommendations.  The fee paid to EMA is generally 

equal to an annual percentage of the total assets invested in the model Portfolios and is paid 

either in arrears or advance, as outlined in each written agreement between EMA and the 
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TAMP.  The fee ranges from .20% to .50% and is paid quarterly.   

 

Advisory Fees for Non TAMP Clients 

 

Management fees for EMA Clients are paid directly to EMA from the account by the 

custodian holding a Client’s assets upon submission of an invoice from us to the custodian. 

Payment of fees may result in the liquidation of a portion of a Client’s securities if there is 

insufficient cash in the account. Copies of invoices are provided to Clients upon request for 

every applicable billing period.  The amount of the investment management fees paid to EMA 

is reflected on the account statements sent to Clients by their custodian.   

 

Vehicles 

 

CFIA’s fee for its investment advisory services to Vehicles is expected to consist of the excess 

of any interest payments received in connection with the Vehicles’ financing activities less the 

sum of the interest payments owed on any notes issued by the Vehicles and any other 

expenses incurred by the Vehicles in connection with its financing activities (which may 

include, among other expenses, rating agency, legal, accounting and dealer fees). 

 

Funds 

 

 The Funds will participate in real estate and/or other funds with fixed income investments.  

Certain funds may have different fee schedules based upon the subscription documents.  

There may also be instances where CFIA does not receive a management fee for a given 

private fund.   

 

 The General Partner can be entitled to a performance-based allocation, to be distributed 

annually, in an amount equal to the net profit of a Fund for such period after taking into 

account the return payable to the Limited Partners and their respective capital contributions.  

The Fund will pay, or reimburse the Manager, the General Partner and their respective 

affiliates (if applicable), for certain expenses.  

 

Additional Information 
 

The fees discussed above for Clients of EMA do not include charges imposed by third parties.  

For example, custodial fees, ETF fees and expenses, and additional fees charged by TAMPs 

are not included in CFIA’s investment management fees. In addition to our fee, Clients are 

responsible for paying a proportionate share of any ETF fee (outlined in each ETF 

prospectus), brokerage commissions, stock transfer fees and other similar fees incurred in 

connection with transactions for their account. These fees are paid out of the assets in a 

Client’s account and are in addition to the investment management fees paid to us. 

 

In addition to management fees and performance fees or incentive allocations, Funds typically 

incur other types of fees and expenses, either directly or indirectly, which may include, among 

others, administrative, registrar and/or transfer agency, corporate secretarial, registered 

office, custodial and director fees and expenses. Funds also incur other operational expenses 
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such as expenses associated with the offering and sale of Fund interests, audit and legal fees, 

taxes and other miscellaneous costs. 

 

Funds also bear brokerage and other transaction costs in connection with their transactions. 

See “Item 12. Brokerage Practices” for more information. 

 

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

 

EMA does not charge any performance-based fees calculated based on a share of capital gains 

upon or capital appreciation of the assets or any portion of the assets of an advisory client.   

 

Certain Funds managed by CFIA are structured as multi-class funds, with classes that 

charge and classes that do not charge performance fees or incentive allocations (except for 

one Fund that has only one share class). Other Funds will participate in real estate and/or 

other funds with fixed income investments.  Certain funds may have different fee schedules 

based upon the subscription documents.  There may also be instances where CFIA does not 

receive a management fee for a given private fund.   

 

The investment strategies of the Funds and the Vehicles in the short term note strategy do not 

overlap. 

 

ITEM 7. TYPES OF CLIENTS 

 

CFIA currently provides investment advisory services to individuals, corporations, pension 

and profit-sharing plans, trusts, estates or charitable organizations, other investment advisers, 

the Funds and the Vehicles.  

 

Fund interests and Vehicles’ notes are offered pursuant to applicable exemptions from 

registration under the 1940 Act and the Securities Act.  Fund investors and Vehicles’ note 

holders may include, but are not limited to, high net worth individuals, banks, investment 

companies, trusts, estates, corporations, foundations, endowments and pension plans. 

 

Funds generally require a minimum investment of $1,000,000, although the General Partner 

or Board of Directors, as applicable, of a Fund may waive the investment minimum in its 

discretion. Certain Funds may have lower or higher minimum investment amounts. 

 

DOL Fiduciary Rule Disclosure 

 

The Department of Labor’s rule defining who is a “fiduciary” under the Employee Retirement 

Income Security Act of 1974 (“ERISA”) and the Internal Revenue Code of 1986, each as 

amended from time to time (such rule, the “Fiduciary Rule”) affects individuals and entities 

deemed fiduciaries.  Such fiduciaries will be subject to applicable restrictions with respect to 

investment recommendations provided to Retirement Investors (as defined below) (including 

certain types of transactions and compensation that are prohibited). However, the Fiduciary 

Rule contains a provision called the Best Interest Contract Exemption (the “BIC Exemption”) 

that permits compensation to be paid in conjunction with otherwise prohibited transitions 



 

 

 

10 
 

and/or transactions if the terms of the BIC Exemption are met. This BIC Exemption is broadly 

available for advisers and financial institutions that make investment recommendations to 

retail ‘‘Retirement Investors,’’ including plan participants and beneficiaries, IRA owners, and 

non-institutional or ‘‘retail’’ fiduciaries.  

 

Impartial Conduct Standard 

In order to rely on the BIC Exemption to obtain relief with respect to ERISA rules regarding 

prohibited transitions and/or transactions, the Firm must adhere to the “impartial conduct 

standard” (or “ICS”). The ICS is a conduct-based standard. Therefore the Firm will take such 

measures that it deems reasonably necessary to verify that the requirements of the ICS are 

satisfied by all applicable representatives, if any. 

 

Evaluations 

The Firm will evaluate, if applicable, its compensation structures and will monitor the sales 

practices of its adviser representatives to ensure that potential conflicts of interest do not cause 

violations of the ICS, if ever applicable. Based on such evaluations, the Firm maintains 

policies and procedures reasonably designed to retain sufficient records to corroborate that it 

is adhering to the ICS in a form as deemed appropriate by the Compliance Department or such 

person conducting the evaluation, if applicable. 

 

ITEM 8. METHODS OF ANALYSIS, INVESTMENT STRATEGIES AND RISK OF 

LOSS 

 

EMA Business 

 

EMA’s proprietary investment process and real-world experience is comprised of strategic, 

tactical and opportunistic elements using ETFs. 

 

 Strategic Asset Allocation considers an investor’s time horizon and the historical 

interrelationship of asset class prices irrespective of the current macroeconomic 

environment or the state of the business cycle. EMA uses this historical perspective to 

create the base upon which our investment thesis and opinions are implemented. 

 

 Tactical Asset Allocation implements CFIA’s investment views by adjusting upward 

or downward the various asset class weightings in a Portfolio. EMA uses a top-down 

approach that considers multiple variables including relative valuation, economic 

cycle positioning, interest rate spreads, monetary and fiscal policy, political factors, 

yield curve analyses, and industry and sector valuations. 

 

 Opportunistic Investing provides the potential to add “alpha” or value to a Portfolio 

by maintaining the flexibility and willingness to act when unexpected events occur 

that cause over or under valuations of an asset class, sector or industry. 

Vehicles 

 

The Vehicles issue highly-rated short-term notes to investors. The Vehicles use the proceeds 
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of their note issuances to make loans to counterparties that are fully supported by 

collateral. Such collateral (i.e., permissible Vehicles investments) may include (i) “Match-

Funded Assets” and (ii) debt securities, equity securities and other financial instruments 

issued or guaranteed by the U.S. government or its agencies, sovereign governments, 

supranational entities, corporations, financial institutions and asset-backed or mortgage-

backed issuers that are the subject of credit support agreements. 

 

Match-Funded Assets refer to assets that (i) are denominated in the same currency as the 

short-term notes issued by Vehicles; (ii) at the time of acquisition, are not past due; (iii) 

mature on the maturity date of each short-term note issued by Vehicles to fund such 

acquisition; (iv) are either a discount obligation that does not bear interest or an interest-

bearing obligation that at all times bears interest at a fixed rate (and not at a floating rate); 

(v) if an interest-bearing obligation, have interest payment dates that in each case match the 

interest payment dates of the short-term notes issued by Vehicles to fund such acquisition; and 

(vi) have certain required credit ratings. 

 

Investments other than Match-Funded Assets may include, among others, commercial paper, 

certificates of deposit, bankers’ acceptances, asset-backed or mortgage-backed securities, 

loans, bonds, stocks, trust receipts, custodial certificates and credit support agreements.  The 

credit support agreements related to those assets are provided by the counterparties who 

finance assets through the Vehicles. Those counterparties must themselves be either (a) 

highly rated or (b) the beneficiary of highly rated credit support. 

 

 Risks – Funds and Vehicles 

 

As with all investments, investing in a strategy, Fund or Vehicles involves substantial 

risks, including the risk that an investor will lose money. A summary of the material 

risks associated with the significant investment strategies of CFIA is set forth below. 

 

Investment Risk 

 

There can be no assurance that the strategies employed by a Fund or Vehicles will be 

successful or that a Fund or Vehicles will achieve its investment objectives. 

 

Counterparty Risk 

 

The credit rating of notes issued by Vehicles in CFIA’s short-term notes strategy is 

highly dependent on the creditworthiness of the counterparties who finance assets and 

who guarantee the payment of the notes. Such Vehicles are exposed to the risk that 

counterparty will fail to meet its obligations, causing the Vehicles to suffer losses. 

 

Accumulation of Fees and Expenses 

 

The fees and expenses borne by Fund investors, in the aggregate, may be higher, 

on a relative basis, than would be borne in another investment entity. 
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Concentration of Positions 

 

A Fund may at any time hold fewer positions than anticipated and hence increase the 

concentration of its positions. It is also possible that a Fund might take substantial 

positions in the same security at the same time. This inadvertent concentration could 

interfere with a Fund’s goal of diversification. 

 

Credit Facility 

 

A Fund can have the authority to borrow any amount for any reason, including 

without limitation, to fund settlement timing differences, to settle foreign currency 

exchange transactions, to fund redemptions and to purchase investments ahead of 

expected subscriptions. 

 

Currency Risk 

 

A Fund’s net asset value may be denominated in a currency that is different than the 

currency in which the investments may be acquired directly or indirectly. Changes 

in the rates of exchange between such currencies may have a negative effect on the 

value of the Fund’s interests. 

 

Currency Hedging Risk 

 

As set forth in a Fund’s Explanatory Memorandum, a Fund denominated in a 

currency other than US dollars may engage in currency hedging transactions. In 

such cases, there can be no assurance that currency hedging transactions will be 

effective to mitigate changes in exchange rates. In addition, to the extent forward 

contracts are used in connection with currency hedging, a Fund will be exposed to 

credit risk with respect to the counterparty with which the Fund trades, as parties to 

such contracts are not afforded the same protections as may apply to participants 

trading similar instruments on organized exchanges. The counterparty in a forward 

currency exchange transaction will be the specific company or firm involved in the 

transaction rather than a recognized exchange and accordingly the insolvency, 

bankruptcy or default of any such counterparty with which a Fund enters into such 

contracts could result in substantial losses. A Fund may have contractual remedies 

upon any default pursuant to agreements relating to forward contracts, however such 

remedies could be inadequate to the extent that the collateral or other assets available 

are insufficient. 

 

Leverage 

 

A Fund may, from time to time, borrow from certain lenders for investment or other 

purposes. To the extent that the cost of borrowing exceeds the rate of return, if any, on 

the loan proceeds, the use of leverage will decrease profits or generate losses. 

 

Swaps 
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A Fund may enter into swaps. Swaps are not traded on exchanges; rather, banks and 

dealers act as principals in these markets. Consequently, a Fund is subject to the risk 

of swap counterparty’s inability or refusal to perform. 

 

In addition to the risks set forth above, the Funds are subject to risks (which may be 

substantial) at the Underlying Fund level, which may include the following, among 

others: 

 

Concentration 

 

Funds may concentrate in only one geographic area or asset investment category, 

thereby taking on the risk of the market and of rapid changes to the relevant 

geographic area or investment category. 

 

Counterparty and Settlement Risks 

 

Some of the markets in which the Funds effect their transactions are over-the-counter or 

inter-dealer markets. Such Funds therefore will be exposed to the risk that 

counterparty will fail to meet its obligations, causing the Funds to suffer a loss. 

 

Debt Securities 

 

The Funds may invest in various types of debt securities. Such securities are 

subject to interest rate risk as well as the risk that a borrower will be unable or 

unwilling to make timely principal and/or interest payments or otherwise honor its 

obligations. Debt instruments purchased by a Fund may be unsecured and structurally 

or contractually subordinated to substantial amounts of senior indebtedness, all or a 

significant portion of which may be secured. 

 

Dependence on Key Personnel 

 

Some Fund managers may have only a limited number of principals and/or rely on 

the services of key personnel. If one or more of such principals or key personnel were 

to become unavailable, such unavailability might have a material and adverse effect on 

the Fund and its performance. 

 

Derivatives 

 

Swaps, derivatives, and certain options and other custom derivative or synthetic 

instruments are subject to the risk of non-performance by the counterparty to such 

instrument. Derivatives are highly specialized instruments used to obtain exposure to 

movements in the price of underlying securities. Derivatives can have the effect of 

leverage and significantly increase a Fund’s investment risk. A Fund also may use 

financial derivative instruments to take short exposure to underlying securities, 

which can be riskier than investing on a long-only basis. 
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Distressed Securities 

 

The Funds may invest in securities of companies that have become financially 

distressed. Distressed securities or other assets or investments acquired by a Fund may 

have to be held for extended periods of time, thereby reducing the Fund’s liquidity. 

 

Emerging Markets 

 

When a Fund invests in securities of issuers incorporated in or whose principal 

operations are based in emerging markets, additional risks may be encountered. These 

include: 

 

 Currency Risk: The currencies in which investments are denominated 

may be unstable, may be subject to significant depreciation and may not 

be freely convertible. 

 Country Risk: The value of the Fund’s assets may be affected by 

political, legal, economic and fiscal uncertainties within the emerging 

markets. Existing laws and regulations may not be consistently applied 

and it may be difficult to obtain and enforce a judgment in certain of the 

emerging market countries. 

 Market Characteristics: Emerging markets are still in the early stages 

of their development, have less volume, are less liquid and experience 

greater volatility than more established markets. Emerging markets are 

often not highly regulated. Settlement of transactions may be subject to 

delay and administrative uncertainties. 

 Custody Risk: Custodians in emerging markets may not offer the level 

of service and safe-keeping, settlement and administration of securities 

that are available in more developed markets and there is a risk that a 

Fund may not be recognized as the owner of securities held on its behalf 

by a custodian. 

 Disclosure: The legal infrastructure and accounting, auditing and 

reporting standards in certain emerging market countries may not 

provide the same degree (in terms of completeness and reliability) of 

investor protection or information to investors as would generally apply 

in major securities markets. 

 

Futures and Forward Contracts Trading 

 

The Funds may transact in any futures, forward or cash market or directly with 

institutions (e.g., banks or other dealers with which forward contracts may be entered 

into or traded). Futures trading involves trading in contracts for future delivery of 

standardized, rather than specific, lots of particular assets. Futures are typically traded 

on margin. Open margin positions must be marked-to-market daily, requiring 

additional margin deposits if the position reflects a loss that reduces the Fund’s equity 

below the level required to be maintained and permitting release of a portion of the 

deposit if the position reflects a gain that results in excess margin equity. The level 

of margin that must be maintained for a given position is sometimes subject to 
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increase, requiring additional cash outlays. Because margin requirements normally 

range upward from as little as 2% or less of the total value of the contract, a 

comparatively small commitment of cash or its equivalent may permit trading in 

futures contracts of substantially greater value. As a result, price fluctuations may 

result in a contract profit or loss that is disproportionate to the amount of funds 

deposited as margin. Such a profit or loss may materialize suddenly, since the prices 

of futures frequently fluctuate rapidly and over wide ranges, reflecting both supply 

and demand changes and changes in market sentiment. 

 

Illiquid Assets 

 

Securities or other assets owned or acquired by Fund managers may cease to be 

actively traded after the Funds have invested in them. In such cases, and in the event of 

market activity and dislocation (including volatility, widening of spreads and 

illiquidity), the Fund managers may not be able to promptly liquidate their 

investments. In addition, the sales of thinly traded or illiquid investments by Fund 

managers could depress the market value of such investments and thereby reduce 

the Fund’s profitability or increase its losses. In addition, the Fund’s investments 

could generally not be liquid. 

 

Leverage 

 

The Funds may, from time to time, buy securities on margin and borrow money from 

banks and brokerage firms against a pledge of securities. While the use of borrowed 

funds may substantially improve the return on invested capital if the Fund’s assets 

increase in value, such use may also substantially increase losses if such assets decline 

in value. 

 

Market Risk and Volatility 

 

Markets at times can be illiquid and/or volatile and this can affect a Fund’s ability to 

initiate, close out or hedge positions on appropriate terms. Price movements result 

from market participants’ supply and demand and are in addition governed by factors 

difficult to predict or control (e.g. changes in regulations and political tensions). These 

risks may be increased where a Fund is required to liquidate positions to meet 

redemption requests or to comply with the Fund’s investment restrictions. As a 

result, movements in the net asset value may be volatile from month to month and the 

risk of loss exists. 

 

Options Trading 

 

Options are speculative in that the whole cost of the option is lost unless the price 

of the underlying security (or other financial instrument) exceeds (in the case of a call) 

or is less than (in the case of a put) the strike price at the time of expiration (assuming 

the option is held to expiration); however a purchaser’s liability is limited to the 

premium paid for the option. An option writer becomes obligated to purchase or sell 

the referenced property at a specified price during a specified period. Ordinarily, option 
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writing may subject the writer to unlimited liability. Thus, in exchange for the 

premium received upon writing an option, an Underlying Fund bears the risk of from 

adverse price movements in the underlying referenced property so long as the position 

remains open. 

 

 

Short Sales 

 

A short sale involves the risk of a theoretically unlimited increase in the market price of 

the security sold short, which could result in an inability to cover the short position 

and theoretically unlimited loss to the Fund. 

 

Small Capitalization Companies 

 

It may sometimes be difficult to obtain price quotes in significant size for equities of 

small cap companies. Investments in small cap companies typically involve a high 

degree of business and financial risk and can result in substantial losses due to special 

risk factors. 

 

Recent Market Events and Government Regulation 

 

New laws and regulations, changing regulatory schemes and the burdens of regulatory 

compliance with respect to CFIA and the Funds, the Underlying Fund managers, 

the Underlying Funds or any related entities all may have a material negative effect 

on the performance of the Funds. Such laws and regulations may, directly or 

indirectly, (i) require CFIA to provide reports and other disclosure to investors, 

counterparties, creditors and regulators, (ii) cause CFIA to alter its management of a 

Fund, (iii) limit the types and structures of investments available to a Fund, 

including limitations on the use of leverage, or (iv) otherwise change or restrict the 

operations of a Fund. 

 

Equity Securities 

 

The values of equity securities are tied to, among other things, general market and 

economic conditions as well as the performance of individual companies, and as such, 

those values may decrease over the short-term or longer-term. In addition, financial 

markets as a whole (or sectors of such markets) may be adversely affected by 

geopolitical or economic developments, as well as by unanticipated events such as 

natural disasters or terrorist attacks, war and other geopolitical events.  

 

Fixed Income Securities 

 

The prices of fixed income securities are susceptible to fluctuation as interest rates rise 

and fall, with this susceptibility increasing with the length of the duration of the 

security.  Fixed income securities are also subject to credit risk and risk of issuer 

default.  
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Non-U.S. Securities 

 

The value of foreign securities issued by non-U.S. issuers may be subject to political, 

economic and exchange rate risk associated with the geographic locations of those 

issuers.  In addition, those securities may be trade in less liquid markets than the U.S., 

making it more difficult to transact in a security at the desired price.  Furthermore, 

investments in emerging or developing markets involve exposure to economic 

structures that are generally less diverse and mature, and to political systems which can 

be expected to have less stability, than those of more developed countries. As a result, 

emerging market governments are more likely to take actions that are hostile or 

detrimental to private enterprise or foreign investment, which may include 

expropriation of assets, confiscatory taxation or unfavorable diplomatic developments.  

 

ITEM 9. DISCIPLINARY INFORMATION 

 

The Firm does not have any legal or disciplinary action to report. 

 

ITEM 10. OTHER FINANCIAL INDUSTRY ACTIVITIES AND AFFILIATIONS 
 

Broker-Dealer Affiliations 
 

Thomas Anzalone, Steve Bisgay and Stephen Merkel are registered representatives of the 

following Broker-Dealer entities that are affiliates of CFIA: Cantor Fitzgerald Co.; CFWP 

Securities, LLC; Mint Brokers; BGC Financial, L.P.; and Aqua Securities L.P.  Shawn 

Matthews and Jim Bond are registered representatives of Cantor Fitzgerald Co. and CFWP 

Securities, LLC.  Stephen Hart is a registered representative of CFWP Securities, LLC. 

 

Other individuals from time to time may be employed by the Firm for purposes of receiving 

hard dollar payments.  Such individuals would adhere to the same compliance program as any 

other employee of the Firm, but would not conduct any other business activity on behalf of 

the Firm other than receiving hard dollar payments from time to time. 

 

Related General Partners 
 

Affiliates of CFIA serve as General Partners of certain Funds. For a description of material 

conflicts of interest created by the relationship among CFIA and those General Partners, as 

well as a description of how such conflicts are addressed, please see Item 11 below. 

 

Other Affiliations 

 

Herbert W. Morgan, III is also the CEO of Morgan Financial Enterprises, Inc. (“Morgan 

Financial”), the General Partner to a Limited Partnership engaged in real estate development. 

The Limited Partnership is not soliciting new investors and there are no new developments 

planned. 
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ITEM 11. CODE OF ETHICS, PARTICIPATION OR INTEREST IN CLIENT 

TRANSACTIONS AND PERSONAL TRADING 

 

Code of Ethics 

 

CFIA has adopted a written code of ethics that is applicable to all of its partners, officers and 

employees, as well as certain other Supervised Persons (collectively, “Access Persons”). The 

Code of Ethics, which is designed to comply with Rule 204A-1 under the Investment 

Advisers Act of 1940, establishes guidelines for professional conduct and personal trading 

procedures, including certain preclearance and reporting obligations. Access Persons and 

their families and households may purchase investments for their own accounts, including 

the same investments as may be purchased or sold for a client, subject to the terms of the 

Code of Ethics. Under the Code of Ethics, Access Persons are required to file certain periodic 

investment holdings and transaction reports as required by Rule 204A-1. The Code of Ethics 

helps CFIA to detect and to prevent potential conflicts of interest. 

 

Access Persons who violate the Code of Ethics may be subject to sanctions, including, but 

not limited to, profit disgorgement, fines, censure, demotion, suspension or dismissal. Access 

Persons also are required to report promptly any violation of the code of ethics of which 

they become aware. Access Persons are required to annually certify compliance with the 

Code of Ethics. 

 

  A copy of our Code is available to current and prospective advisory Clients upon request. 

 

Participation or Interest in Client Transactions 

 

Funds 

 

CFIA and its personnel generally may engage in trades or invest directly into Funds 

managed by CFIA. From time to time, CFIA may determine that it is appropriate to 

transfer a position in a Fund between two Funds (“cross transactions”). Investments by 

CFIA and/or its personnel in a Fund could, in the aggregate, exceed 25%, in which case 

a cross transaction with such Fund would become a “principal transaction.” 

Additionally, transactions between CFIA or a Fund on one hand, and an affiliated entity 

on the other hand, could be deemed “principal transactions.” In the event that a 

potential cross or other transaction is determined to be a potential principal transaction, 

in addition to ensuring compliance with CFIA’s procedures for cross transactions, the 

Chief Operating Officer or his designee will ensure that all requisite disclosures are 

made to, and consents received from, the transacting Funds.  

 

Certain conflicts of interest may arise from the fact that the Manager of the respective 

Fund and its affiliates provide investment management services to managed accounts or 

collective investment vehicles (other than the Fund), and may, in the future, carry on 

investment activities for other clients, including without limitation, other investment 

funds, managed accounts and proprietary accounts in which the Fund will have no 

interest and whose respective investment programs may or may not be substantially 
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similar to that of the Fund’s. The investment strategies employed for such other 

investment programs could conflict with the transactions and strategies employed in 

managing a Portfolio investment and affect the prices and availability of the investment 

opportunities in which the Portfolio investment may be sold or otherwise disposed.  

Investment decisions and allocations are not necessarily made in parallel among all the 

Manager’s advised managed accounts and collective investment vehicles (including the 

Fund). The Manager, in its discretion, may make non-pro rata allocations among such 

managed accounts and collective investment vehicles (including the Fund) based on a 

wide variety of factors including, among other things, tax and regulatory 

considerations, the overall Portfolio composition of such managed accounts and 

collective investment vehicles (including the Fund), and the risk profile and investment 

restrictions for such managed accounts and collective investment vehicles (including 

the Fund). 

 

Related Party Transactions 

 

Subject to the terms of a Partnership Agreement, a Management Agreement, and any 

internal compliance policies of the responsible parties, the Manager or any of their 

affiliates, as applicable, are permitted to effect or recommend transactions between the 

Fund and any of the Manager and/or any of their affiliates, acting as principal. This 

includes the possible sale of one or more of the Portfolio investments to an affiliated 

entity.  In addition, the Fund and/or any of their affiliates may engage in transactions 

where the Manager and/or one of their affiliates or another person acts for both the 

Fund and another person on the other side of the same transaction, which person may 

be an account or client for which the Manager or any of their affiliates serves as 

investment adviser. The term “Related Party Transactions” refers to all such 

transactions described in this paragraph.  Related Party Transactions involve special 

risks to Limited Partners because the Manager or any of their affiliates may receive 

compensation from, and have a potentially conflicting loyalty and responsibilities 

regarding, both parties to any such transaction. By conducting Related Party 

Transactions, the Manager and their affiliates will also have the opportunity to, and 

may be incentive to, favor another client, or their own accounts, over the Fund. 

Additionally, such arrangements will not be negotiated on an arm’s length basis, and 

may not be as favorable to the Fund as if it had been negotiated with an unaffiliated 

third party. 

 

Transactions with Affiliates  

 

The General Partner expects that the Fund will participate in transactions in which the 

Manager, the General Partner or their respective officers, employees, partners or 

affiliates will be directly or indirectly interested. In connection with such transactions, 

the Fund, on the one hand, and the Manager, the General Partner and their affiliates, 

officers, employees and partners, on the other hand, may have conflicting interests. 

 

EMA Business 

 

CFIA, including EMA as applicable, our employees and individuals associated with 
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CFIA, buy and sell some of the same securities for their own accounts that we buy and 

sell for our Clients. While this practice could cause a conflict of interest, the conflict is 

mitigated because our employees are required to obtain pre-clearance from CFIA’s 

CCO for all personal securities transactions before executing any trade and also report 

all transactions in personal accounts   

 

Conflicts of Interest 

 

In the ordinary course of conducting its activities, the interests of CFIA, including EMA as 

applicable, or its affiliates may conflict with the interests of a Client or Fund. CFIA has 

adopted written compliance policies and procedures, many of which are designed to mitigate 

potential conflicts of interest. CFIA may deem it appropriate to recommend that one Fund 

redeem an Underlying Fund interest while at the same time recommend that another Fund 

subscribe for an interest, or remain invested in the same Underlying Fund, depending on 

each Fund’s investment strategies, investment restrictions, liquidity, cash needs or other 

relevant factors. 

 

Certain CFIA investment professionals or persons associated with CFIA’s affiliates may sit 

on the Board of Directors or advisory board of an Underlying Fund in order to obtain a better 

understanding of both the operations of the Underlying Fund and the Underlying Fund 

manager. To the extent an investment professional sits on the Board of Directors of an 

Underlying Fund, the professional will owe fiduciary duties to the Underlying Fund. 

Investment professionals will take board seats on Underlying Fund boards only following 

consultation with the Chief Compliance Officer. 

 

Occasionally, CFIA personnel or the personnel of CFIA affiliates may buy for their 

own accounts securities or other instruments that CFIA also recommends to Funds and may 

engage in transactions for their own accounts in a manner that is inconsistent with 

CFIA’s recommendations to a Fund. Such transactions may require pre-approval, are 

subject to oversight and are reportable pursuant to CFIA’s code of ethics, as described 

above under “Code of Ethics.” 

 

CFIA may recommend or buy interests on behalf of a Fund in an Underlying Fund in 

which CFIA, its personnel or its affiliates have an ownership interest. Additionally, CFIA or 

its affiliates may from time to time conduct business with one or more Underlying Funds. 

There may be limited capacity in certain Underlying Funds, and CFIA may not be able to 

allocate such interests to all Funds that otherwise would invest in such interests. CFIA has 

adopted an investment allocation policy that sets forth factors for consideration when 

allocating investment opportunities with limited capacity. Such policy is designed to ensure 

a fair allocation among Funds, and does not permit consideration of CFIA compensation 

when allocating such opportunities. 

 

CFIA generally may, in its discretion, contract with any related person of CFIA to perform 

services for CFIA in connection with its provision of services to the Funds. When 

engaging a related person to provide such services, CFIA may have an incentive to 

recommend the related person even if another person may be more qualified to provide the 
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applicable services and/or can provide such services at a lesser cost. 

 

CFIA generally may, in its discretion, recommend to a Fund that it contract for services with 

(i) a related person of CFIA or (ii) an entity with which CFIA or its affiliates or their 

personnel have a relationship or from which CFIA or its affiliates or their personnel 

otherwise derive financial or other benefit. When making such a recommendation, CFIA 

may, because of its financial or other business interest, have an incentive to recommend the 

related or other person even if another person is more qualified to provide the applicable 

services and/or can provide such services at a lesser cost. 

 

CFIA, its affiliates and partners, officers and employees of CFIA and its affiliates may 

buy or sell securities or other instruments that CFIA has recommended to Funds. In 

addition, partners, officers and employees may buy securities in transactions offered to but 

rejected by Funds. Such transactions are subject to the policies and procedures set forth in 

CFIA’s Code of Ethics. The investment policies, fee arrangements and other circumstances 

of these investments may vary from those of the Funds. If partners, officers and employees of 

CFIA have made large capital investments in a Fund they may have conflicting interests with 

respect to those investments. Because certain expenses are paid for by a Fund or, if incurred by 

CFIA, are reimbursed by a Fund, CFIA may not necessarily seek out the lowest cost 

options when incurring (or causing a Fund to incur) such expenses. 

 

Certain investment professionals involved with CFIA may also provide services to other 

CFIA affiliates. Accordingly, there may be a conflict with respect to the allocation of the 

times of such professionals among CFIA and its affiliates. CFIA management periodically 

considers the demands on the time of its investment professionals to ensure that such 

professionals can devote sufficient business time to CFIA operations. 

 

 

ITEM 12. BROKERAGE PRACTICES 

 

EMA Business 

 

EMA does not maintain physical custody of clients’ assets although we are deemed to have 

custody of client assets when the client has given us authority to debit fees from the client’s 

account (see Item 15 Custody below). Client assets must be maintained in an account at a 

“qualified custodian,” generally a Broker-Dealer or bank. The custodian that EMA 

recommends that clients use is TD Ameritrade Institutional, a division of TD Ameritrade, Inc. 

(“TDA”), which is a FINRA registered Broker-Dealer and member of SIPC; however, EMA 

does not have an exclusive relationship with TDA and, therefore, may use other qualified 

custodians as it sees fit.  EMA is not affiliated with TDA.  TDA will hold client assets in a 

brokerage account and buy and sell securities when we instruct them to.  While EMA 

recommends that clients use this custodian, the client will decide whether to open an account 

with them or enter into an account agreement directly with their selected custodian.  TDA 

offers to independently registered investment advisors services which include custody of 

securities, trade execution, clearance and settlement of transactions.  EMA receives some 

benefits from TD Ameritrade through its participation in the program. 
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When performing investment management services, EMA will place transactions for client 

accounts through the client’s appointed custodian in cases where the custodian is a Broker-

Dealer, such as TDA.  This practice is due to the fact that these types of custodians generally 

do not charge clients custodian fees so long as transactions for client accounts are executed 

through them as Broker-Dealer. EMA periodically evaluates the commissions charged and the 

services provided by the custodian and compares those with other Broker-Dealers to evaluate 

whether we feel that overall best qualitative execution has been achieved (“best execution”).  

 

The factors we consider when evaluating for best execution include but are not limited to: 

 

 Execution capability; 

 Commission rate; 

 Financial responsibility; 

 Responsiveness; 

 Custodian capabilities; 

 The value of any research services/brokerage services provided; and 

 Any other factors that we consider relevant. 

 

If a client requests that EMA use a particular Broker-Dealer to execute some or all 

transactions for that client, the client should understand that they are responsible for 

negotiating the terms and arrangements for the account with that Broker-Dealer, and EMA 

will not seek better execution services or prices from other Broker-Dealers.  Also, we may not 

be able to “aggregate” client transactions for execution through other Broker-Dealers with 

orders for other accounts managed by EMA (as described below) and we will have limited 

ability to ensure the Broker-Dealer selected by the client will provide best possible execution.  

As a result, the Client could 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. Subject to its duty of best execution, EMA may decline a Client’s 

request to direct brokerage if, in EMA’s sole discretion, such directed brokerage arrangements 

would result in additional operational difficulties or violate restrictions imposed by other 

Broker-Dealers. 

 

 As referenced above, we participate in TDA’s Institutional Program.  TDA is an unaffiliated 

SEC registered Broker-Dealer and FINRA member that offers independent investment advisor 

services, which include custody of securities, trade execution, clearance and settlement of 

transactions. We receive some benefits from TDA through our participation in the Program. 

 

Through our participation in the Program, TDA provides us with the following products, 

services and assistance: 

 

 Products that allow us to download account information, place and allocate 

trades, and submit advisory fees to TDA; 
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 Research, which we may use to service all accounts, including accounts that do 

not necessarily execute trades with TDA; 

 Receipt of duplicate Client statements and confirmations; 

 Research related products and tools; 

 Consulting services; 

 Access to a trading desk serving advisor participants; 

 Access to block trading (which provides the ability to aggregate securities 

transactions for execution and then allocate the appropriate shares to Client 

accounts); 

 The ability to have advisory fees deducted directly from Client accounts; 

 Access to an electronic communications network for Client order entry and 

account information; 

 Access to conferences and educational meetings with product sponsors; 

 Access to ETFs with no transaction fees and to certain institutional money 

managers; and 

 Discounts on compliance, marketing, research, technology, and practice 

management products or services provided to EMA by third party vendors. 

 

While we do not pay a fee for these products and services, all Client accounts may not be the 

direct or exclusive beneficiary of such products and services. 

 

Other services made available by TDA are intended to help us manage and further develop 

our business and do not depend on the amount of brokerage transactions directed to TDA.  As 

part of our fiduciary duties to Clients, we endeavor at all times to put the interests of its 

Clients first.  However, Clients should be aware that our receipt of economic benefits may 

create a potential conflict of interest and may indirectly influence our choice of TDA for 

custody and brokerage services. 

 

As discussed above, EMA participates in TDA’s institutional customer program and we 

recommend TDA to Clients for custody and brokerage services. There is no direct link 

between EMA’s participation in the Program and the investment advice we give to our 

Clients, although EMA receives economic benefits through its participation in the Program 

that are typically not available to TDA retail investors. 

 

In addition to a broker's ability to provide "best execution," we may also consider the value of 

research or additional brokerage products and services a Broker-Dealer has provided or may 

be willing to provide. This is known as paying for those services or products with "soft 

dollars." Because many of the services or products could be considered to provide a benefit to 

us, and because the "soft dollars" used to acquire them are Client assets, we could be 

considered to have a conflict of interest in allocating Client brokerage business: we could 

receive benefits by selecting a particular Broker-Dealer to execute client transactions and the 
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transaction compensation charged by that Broker-Dealer might not be the lowest 

compensation the firm might otherwise be able to negotiate. In addition, the firm could have 

an incentive to cause clients to engage in more securities transactions than would otherwise be 

optimal in order to generate brokerage compensation with which to acquire products and 

services. 

 

Our use of soft dollars is intended to comply with the requirements of Section 28(e) of the 

Securities Exchange Act of 1934. Section 28(e) provides a “safe harbor” for investment 

managers who use commissions or transaction fees paid by their advised accounts to obtain 

investment research services that provide lawful and appropriate assistance to the manager in 

performing investment decision-making responsibilities. As required by Section 28(e), we 

will make a good faith determination that the amount of commission or other fees paid is 

reasonable in relation to the value of the brokerage and research services provided.  For 

example, before placing orders with a particular broker, we generally determine, considering 

all the factors described below, that the compensation to be paid to the broker is reasonable in 

relation to the value of all the brokerage and research products and services provided by the 

broker.  In making this determination, we typically consider not only the particular transaction 

or transactions, and not only the value of brokerage and research services and products to a 

particular client, but also the value of those services and products in our performance of our 

overall responsibilities to all of our Clients. In some cases, the commissions or other 

transaction fees charged by a particular Broker-Dealer for a particular transaction or set of 

transactions may be greater than the amounts another Broker-Dealer who did not provide 

research services or products might charge. 

 

Additionally, Orion Advisor Services, LLC, who provides Portfolio accounting, back-office, 

technology, support and reporting services to EMA, credits EMA’s quarterly invoice $10 for 

each new account a client opens at TD Ameritrade. 

 

 EMA is authorized in its discretion to aggregate purchases and sales and other transactions 

made for the account with purchases and sales and other transactions in the same or similar 

securities or instruments for other Clients of ours.  When transactions are so aggregated, the 

actual prices applicable to the aggregated transactions will be averaged, and the account will 

be deemed to have purchased or sold its proportionate share of the securities or instruments 

involved at the average price so obtained.  If the aggregate orders do not fill at the same price, 

transactions will generally be averaged as to price and allocated among participating accounts 

pro rata to the purchase and sale orders placed for each participating account.  If such orders 

cannot be fully executed under prevailing market conditions, EMA will allocate the securities 

traded among participating accounts and each similar order in a manner which it considers 

equitable, taking into consideration, among other things, the size of the orders placed, the 

relative cash positions of each account, the investment objectives of the accounts, and 

liquidity of the security. 

Funds and Vehicles 

 

The Funds do not trade in securities and the Vehicles select financing counterparties based on 

credit quality. 
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ITEM 13. REVIEW OF ACCOUNTS 
 

EMA Business 
 

CFIA, including EMA, as applicable, regularly reviews the status of all securities in Client 

accounts. An overall assessment is usually performed on a quarterly basis.  All reviews are 

based on Clients’ stated investment objectives.  More frequent reviews may be triggered by a 

change in Client’s investment guidelines, tax considerations, large deposits or withdrawals, 

large security sales or purchases, loss of confidence in corporate management objectives, or a 

change in opinion of particular securities or markets. Clients receive custodian account 

statements on a monthly basis.  Additionally, CFIA provides Clients with performance reports 

on a quarterly basis.  CFIA urges Clients to compare the custodian statement with reports 

provided by us. 

 

Funds and Vehicles  

 

Each Fund’s investment Portfolio is reviewed continually by CFIA investment 

professionals, including senior management, in order to determine that investment 

objectives and guidelines are being met and followed.  CFIA investment professionals, along 

with members of its research staff, and other managers in control functions, are also 

responsible for day-to-day Fund operations and for reviewing Fund Portfolios.   

 

CFIA provides reports in accordance with each Fund’s organizational and offering documents, 

and also as may be agreed with particular Fund investors.  CFIA also has engaged an 

independent public accounting firm to prepare audited financial statements for each Fund. 

 

ITEM 14. CLIENT REFERRALS AND OTHER COMPENSATION 
 

CFIA at times will enter into solicitation agreements with individuals in which they receive a 

portion of the net asset management fees for Clients they refer to us for asset management 

services.  This arrangement is commonly referred to as a “Solicitor” arrangement.  All 

Solicitor arrangements we have in place are in compliance with SEC Rule 206(4)-3 under the 

Advisers Act. 

 

CFIA does not have supervisory duties over Solicitors, and we are only responsible for those 

investments we have actually been engaged to manage. Accordingly, any and all other 

financial advice and recommendations that may be made by a Solicitor, including but not 

limited to, losses from any insurance or commission based product recommendations, is 

neither the responsibility of nor warranted by CFIA in any manner whatsoever. 

 

Solicitor referral arrangements between CFIA and a third-party solicitor are in writing and set 

forth in the following: 

 

 The scope of the Solicitor’s activities; 

 A covenant that the Solicitor will perform its activities consistent with CFIA’s 

instructions and in compliance with the Act and associated rules; and 
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 A covenant that the Solicitor will provide the end Client with: 

o A copy of CFIA’s Form ADV Part 2A Brochure; and 

 

o A separate written Solicitor Disclosure. 

 

 The separate written Solicitor Disclosure must include the following information: 

 

o The name of the Solicitor; 

o The nature of the relationship between the Solicitor and CFIA; 

o A statement that the Solicitor will be compensated by CFIA for the referral, 

along with a description of the compensation paid; and 

o The amount the Client will be charged in addition to the advisory fee (if any). 

 

We will not engage any Solicitors who are disqualified from acting as a Solicitor under 

Section 203 of the Advisers Act.  For example, CFIA will not pay a Solicitor a referral fee to 

any person who has been barred or prohibited from acting as an investment advisor or Broker-

Dealer, or convicted within the past ten years of certain felonies or misdemeanors. 

 

As disclosed above, CFIA, including EMA as applicable, participates in TDA’s institutional 

customer program, and CFIA may recommend TDA to Clients for custody and brokerage 

services.  There is no direct link between our participation in the program and the investment 

advice we give our Clients, although CFIA receives economic benefits through its 

participation in the program that are typically not available to TDA retail investors.  On 

occasion, we may co-host or participate in joint marketing activities with custodians, ETF 

managers or third-party wholesaling organizations, which might be construed as providing an 

economic benefit to us. TDA is a discount Broker-Dealer independent of and unaffiliated with 

CFIA, and there is no employee or agency relationship between us. 

 

Lastly, some Clients and/or Investors can be brought to CFIA’s affiliated investment vehicles 

by affiliated solicitors registered with Broker-Dealer Cantor Fitzgerald & Co.  Cantor 

Fitzgerald & Co. would be compensated for such referrals to the Adviser pursuant to the terms 

of a placement agent agreement, as applicable. 

 

ITEM 15. CUSTODY 

 

EMA Business 

 

EMA does not have custody of Client assets held in advisory accounts.  In accordance with 

Rule 206(4)-2 of the Advisers Act, all EMA client account assets are maintained with an 

independent qualified custodian. Generally, EMA recommends TD Ameritrade for custodial 

services, but from time to time, other custodians may be used by clients to custody assets. 

Clients will receive statements on at least a quarterly basis directly from the qualified 

custodian that holds and maintains their assets.  Clients are urged to carefully review all 

custodial statements and compare them to the statements/reports provided by EMA.  EMA’s 
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reports will vary from custodial statements based on, among other things, accounting 

procedures, reporting dates, information provided, and/or valuation methodologies of certain 

securities.   

 

Funds  

 

CFIA maintains custody for the private investment funds.  CFIA relies on the “audit 

exception” of the “Custody Rule” (Rule 206(4)-2 under the Investment Advisers Act of 1940) 

in order to comply with the rule.  The Firm uses an independent public accountant that is 

registered with, and subject to regular inspection by, the Public Company Accounting 

Oversight Board (PCAOB).  The audited financial statements are then delivered to the 

investors within 120 days of the funds fiscal year end.   

 

ITEM 16. INVESTMENT DISCRETION 
 

EMA Business 

 

Except as otherwise instructed, Clients grant EMA ongoing and continuous discretionary 

authority to execute its investment recommendations in accordance with the Investment 

Policy Statement (or similar document used to establish Client’s objectives and suitability), 

without the Client’s prior approval of each specific transaction. Under this authority, Clients 

allow EMA to purchase and sell securities and instruments in this account, arrange for 

delivery and payment in connection with the foregoing, and act on behalf of the Client in most 

matters necessary or incidental to the handling of the account, including monitoring certain 

assets. Clients will execute instructions regarding our trading authority as required by each 

custodian. 

 

In some limited circumstances, Clients grant us non-discretionary authority to execute its 

investment recommendations in accordance with the Investment Policy Statement (or similar 

document used to establish Client’s objectives and suitability) and the directions and 

preferences provided to us by the Client. Non-discretionary authority requires us to obtain a 

Client’s prior approval of each specific transaction prior to executing investment 

recommendations. 

Funds and Vehicles 

 

The investment advice and management services that CFIA provides to a Fund is fully 

discretionary and is tailored to the investment objective and strategies of that Fund, as 

disclosed in the Fund’s organizational and offering documents.  A Fund may impose 

certain investment restrictions.  Such investment restrictions typically are memorialized in 

the Fund’s organizational and/or offering documents.  CFIA does not have investment 

discretion of the assets held by the Vehicles.  The investment advisory services that CFIA 

provides to each Vehicle are described in the Vehicle’s organizational documents. 
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ITEM 17. VOTING CLIENT SECURITIES 

 

EMA may vote proxies on behalf of clients, but it will generally not provide advice to clients 

on how the client should vote. All proxy materials received on behalf of a client account are to 

be sent directly to the client or a designated representative of the client, who is responsible for 

voting the proxy. Some participants in managed money platforms (e.g., Schwab Managed 

Account Access) may require EMA to vote proxies. 

 

CFIAs  other businesses generally do not vote proxies, specifically for its Vehicles; 

however, in the event a financing counterparty defaults and the Vehicles must take 

possession of securities provided as collateral, CFIA will vote any proxies related to such 

securities in accordance with the foregoing. 

 

ITEM 18. FINANCIAL INFORMATION 
 

CFIA does not solicit or require prepayment of fees of more than $1,200 per client, six 

months or more in advance. 

 

Other than having the ability to deduct fees from Client accounts, we do not have custody of 

Client’s funds or securities. We manage Client assets on a discretionary basis and have no 

financial commitments that would impair our ability to meet the contractual and fiduciary 

commitments to our Clients. 

 

CFIA has never been the subject of any bankruptcy proceedings. 


