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ITEM 2 – Material Changes 

 

This section of the Brochure will address only those “material changes” that have been 
incorporated since our last delivery or posting of this document on the SEC’s public disclosure 
website (IAPD) www.adviserinfo.sec.gov. The following are material changes since our last initial 
filing with the SEC in April 2018: 
 

• Transition of registration from SEC to the state of Colorado and the state of Texas. 
 

• Item 5: Performance based fees 
Under our Performance Based Services, the client will be charged a reduced management fee and 
a performance fee contingent upon the performance of a client’s account(s). The management fee 
will be charged monthly, in arrears based on average daily balance. The performance-based fee will 
be charged relative to an agreed upon benchmark. An example of a benchmark could be a hurdle 
rate (ie 4.00%) or an index-based benchmark (ie S&P 500 or 40% MSCI World & 60% Barclays US 
Aggregate). The benchmark to be used for the purposes of calculating the performance-based fee 
will be agreed upon by the client & advisor and stated in the agreement. The performance-based 
fee will be calculated quarterly and paid in arrears. The fee to be charged will be a maximum of 30% 
of the net of fee portfolio performance relative to the agreed upon benchmark capped at a 
maximum quarterly performance-based fee of 0.30% and not subject to a high watermark.  The 
firm will be responsible for any transaction costs charged by the custodian in association with the 
implementation and maintenance of this strategy. 

 

• Item 6: Performance Based Fees  
Our firm provides services and is compensated in a way in which we accept asset-based fees. That 
is, fees based on the total amount of assets owned by the client.  Additionally, we also provide 
services and are compensated in a way in which we accept performance-based fees. That is, fees 
based on a share of capital gains of the assets of a client. There are conflicts of interest that we face 
by managing these accounts at the same time. For example, the nature of a performance-based 
fee poses an opportunity for our firm to earn more compensation than under a stand-alone asset-
based fee. Thus, we may favor performance-based fee accounts over those accounts where we 
receive an asset-based fee. One way we may favor performance-based fee accounts is that we may 
devote more time and attention to performance-based fee accounts than to accounts under an 
asset-based arrangement.   
 
There are other conflicts associated with performance-based fees that are not as common under 
an asset-based fee arrangement. The nature of performance-based fees can encourage 
unnecessary speculation with client assets in order to earn or increase the amount of the fee. The 
result of riskier investments can have a positive effect in that results could equal higher returns 
when compared to an asset-based account. On the other hand, riskier investments historically have 
a higher chance of losing value. 

 

If you would like another copy of this Brochure, please download it from the SEC Website as 
indicated above or you may contact our Chief Compliance Officer, Chase Rodawig at 303-536-5315 
or chase@custosfo.com.  We encourage you to read this document in its entirety. 

http://www.adviserinfo.sec.gov/
mailto:chase@custosfo.com
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ITEM 4 – Services, Fees & Compensation 

We offer a wrap fee program as described in this Wrap Fee Program Brochure. The Wrap Fee 
Program provides clients with the ability to trade in certain investment products without incurring 
separate brokerage commissions or transaction charges. A wrap fee program is generally 
considered any arrangement under which clients receive investment advisory services and the 
execution of client transactions for a specified fee or fees not based upon transactions in their 
accounts. Prior to receiving services through the Program, clients are required to enter into a 
written agreement with our firm setting forth the relevant terms and conditions of the investment 
advisory relationship (the “Agreement”).  

Investment Management Services 
We manage advisory accounts on a discretionary basis and non-discretionary basis. For 
discretionary accounts, once we have determined a profile and investment plan with a client, we 
will execute the day-to-day transactions without seeking prior client consent. Account supervision 
is guided by the written profile and investment plan of the client. We may accept accounts with 
certain restrictions if circumstances warrant. We primarily allocate client assets among various 
equities, Exchanged Traded Funds (“ETFs”), mutual funds and debt securities in accordance with 
their stated investment objectives. 
 
During personal discussions with clients, we determine the client’s objectives, time horizons, risk 
tolerance and liquidity needs. As appropriate, we also review a client’s prior investment history, 
as well as family composition and background. Based on client needs, we develop a client’s 
personal profile and investment plan.  We then create and manage the client’s investments based 
on that policy and plan. It is the client’s obligation to notify us immediately if circumstances have 
changed with respect to their goals. 
 
Once we have determined the appropriate strategy for you and your family and executed the 
strategy, we will provide ongoing investment review and management services.  This approach 
requires us to periodically review your portfolio.   
 
With our discretionary relationship, we will make changes to the portfolio, as we deem 
appropriate, to meet your financial objectives.  We trade these portfolios based on the 
combination of our market views and your objectives, using our investment process.   We tailor 
our advisory services to meet the needs of our clients and seek to ensure that your portfolio is 
managed in a manner consistent with those needs and objectives. You will have the ability to leave 
standing instructions with us to refrain from investing in particular industries or invest in limited 
amounts of securities.  
 
We do have limited authority to direct the Custodian to deduct our investment advisory fees from 
your accounts, but only with the appropriate written authorization from you. 
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Where appropriate, we provide advice about concentrated stock positions held in client portfolios. 
Typically, these are assets that are ineligible to be custodied at our primary custodian. Clients will 
engage us to advise on certain investment products that are not maintained at their primary 
custodian, such as annuity contracts and assets held in employer sponsored retirement plans and 
qualified tuition plans (i.e., 529 plans). 
 
You are advised and are expected to understand that our past performance is not a guarantee of 
future results. Certain market and economic risks exist that adversely affect an account’s 
performance. This could result in capital losses in your account.   

 
Relative Cost of the Program  

A wrap fee program allows our clients to pay a specified fee for investment advisory services and 
the execution of transactions. By participating in a wrap fee program, you may end up paying more 
or less than you would through a non-wrap fee program where a lower advisory fee is charged, 
but trade execution costs are passed directly through to you by the executing broker. We do not 
charge our clients higher advisory fees based on their trading activity, but you should be aware 
that we may have an incentive to limit our trading activities in your account(s) because we incur 
the fees for executed trades. In order to mitigate this conflict of interest, we will fulfill our fiduciary 
duty by acting in the client’s best interest. 
 
Our Firm charges a fee as compensation for providing Investment Management services on your 
account. These services include advisory services, trade execution, investment supervision, and 
other account-maintenance activities.  Our recommended custodian charges transaction costs, 
custodial fees, redemption fees, retirement plan and administrative fees or commissions.  See 
Additional Fees and Expenses below for additional details.   
 
The fees for investment management are based on an annual percentage of assets under 
management and are applied to the household asset value on a pro-rata basis and billed monthly 
in arrears, unless otherwise indicated in your Investment Advisory Agreement. The monthly fee 
will be calculated on the average monthly balance of the account. The value will be determined as 
reported by the Custodian.  Fees are assessed on all assets under management, including 
securities, cash and money market balances.  Margin accounts are charged gross of margin debt. 
 
Our maximum investment advisory fees as a percentage of assets under management is 1.00%. 
Our annual fixed fees range from $1,000 to $500,000 depending on the level of engagement. The 
specific advisory fees are set forth in your Investment Advisory Agreement.  
 
We may negotiate a lower advisory fee or have the right to waive the minimum fee. Fees may vary 
based on the size of the account, complexity of the portfolio, extent of activity in the account or 
other reasons agreed upon by us and you as the client. In certain circumstances, our fees and the 
timing of the fee payments may be negotiated.   
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Unless otherwise instructed by the Client, we will aggregate related client accounts for the 
purposes of determining the account size and annualized fee. The common practice is often 
referred to as “householding” portfolios for fee purposes and may result in lower fees than if fees 
were calculated on portfolios separately.  Our method of householding accounts for fee purposes 
looks at the overall family dynamic and relationship. When applicable and noted in the Investment 
Management Agreement, concentrated stock positions will also be excluded from the fee 
calculation. 
 
The independent qualified custodian holding your funds and securities will debit your account 
directly for the advisory fee and pay that fee to us. You will provide written authorization 
permitting the fees to be paid directly from your account held by the qualified custodian. Further, 
the qualified custodian agrees to deliver an account statement to you on a monthly basis indicating 
all the amounts deducted from the account including our advisory fees. In addition, our firm will 
send an invoice to the client on a monthly basis. 
 
Under our Performance Based Services, the client will be charged a reduced management fee and 
a performance fee contingent upon the performance of a client’s account(s). The management fee 
will be charged monthly, in arrears based on average daily balance. The performance-based fee 
will be charged relative to an agreed upon benchmark. An example of a benchmark could be a 
hurdle rate (ie 4.00%) or an index-based benchmark (ie S&P 500 or 40% MSCI World & 60% Barclays 
US Aggregate). The benchmark to be used for the purposes of calculating the performance-based 
fee will be agreed upon by the client & advisor and stated in the agreement. The performance-
based fee will be calculated quarterly and paid in arrears. The fee to be charged will be a maximum 
of 30% of the net of fee portfolio performance relative to the agreed upon benchmark capped at 
a maximum quarterly performance-based fee of 0.30% and not subject to a high watermark.  The 
firm will be responsible for any transaction costs charged by the custodian in association with the 
implementation and maintenance of this strategy. 
 
Our firm does NOT have to achieve appreciation to receive the performance-based fee. Custos is 
rewarded for outperformance relative to the agreed upon benchmark. An example of the fee 
calculation is as follows: 
 

In the following example we assume a $2,000,000 portfolio value, the minimum portfolio 
value to qualify for the performance-based fee, a 60% MSCI All Country World & 40% 
Barclays US Aggregate benchmark, a 25% quarterly cap on performance-based fees capped 
at 0.25% performance fee. 

 
Quarter 1 – the portfolio ending value net of the management fee is $2,100,000 (5% gain). 
The agreed upon benchmark was up 3.0% during the quarter implying an outperformance 
of 1.00% or $40,000. As a result of the outperformance relative to the benchmark Custos 
would be entitled to a fee equal to the portfolio return – benchmark return, capped at 
0.25% for the quarter. In this example Custos outperformed by 2.00% which would have 
implied a performance fee of $10,000 however due to the cap the performance fee to be 
collected would be a maximum of $5,000. 
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Quarter 2 – the portfolio ending value is $2,205,000, another gain of 5%. The benchmark 
was up 6.00% during the quarter. As a result of the underperformance, Custos is not 
entitled to a performance-based fee. 

 
Quarter 3 – the portfolio ending value is $2,094,750 a loss of 5%. The benchmark was down 
5.50% during the quarter. As a result, Custos is entitled to 0.50% x 25% x $2,205,000 
(starting portfolio value) = $2,756.25 due to the outperformance of the portfolio relative 
to the benchmark. 

 
The Investment Advisory Agreement may be terminated by the client within five (5) business days 
of signing the Agreement without penalty or incurring any advisory fees.  After the 5 business days, 
either the Client or the Adviser may terminate the Agreement by giving thirty (30) days’ prior 
written notice of termination to the other; provided, however, such termination of this Agreement 
will not affect:  (a) the validity of any actions the Adviser has previously taken; (b) the Client’s or 
the Adviser’s liabilities or obligations for transactions started before termination; or (c) any 
provision, obligation or right that is specifically designated herein to survive such termination.  
Upon termination, any fees owed to the Adviser will be paid by the Client on a prorated basis as 
of the effective date of termination, and any fees paid by the Client that have not been earned will 
be refunded to the Client on a prorated basis as of the effective date of termination. 

Other Types of Fees & Expenses 

You pay custodial fees, charges imposed directly by a mutual fund, index fund, or exchange traded 
fund which shall be disclosed in the fund’s prospectus (i.e., fund management fees and other fund 
expenses), mark-ups and mark-downs, wire transfer fees, fees for trades executed away from 
custodian, and taxes on brokerage accounts and securities transactions. These fees are not 
included within the wrap-fee you are charged by our firm. Neither our Firm nor its supervised 
persons accept compensation for the sale of securities or other investment products. Further, our 
firm does not share in any of these additional fees and expenses outlined above. 
 

ITEM 5 – Account Requirements & Types of Clients 

We provide investment advice to individuals, high-net worth individuals, charitable organizations, 
foundations, trusts and estates. Our minimum initial account value is $1,000,000; however, we 
may accept accounts for less than the minimum at our sole discretion. 
 

ITEM 6 – Portfolio Manager Selection & Evaluation  

Advisory Business 

See Item 4 for information about our wrap fee advisory program. We offer individualized 
investment advice to clients utilizing our Wrap Portfolio Management service.  

 
Each client has the opportunity to place reasonable restrictions on the types of investments to be 
held in the portfolio. Restrictions on investments in certain securities or types of securities may not 
be possible due to the level of difficulty this would entail in managing the account.  
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Participation in Wrap Fee Programs 

We offer wrap fee accounts to our clients, which are managed on an individualized basis according 
to the client’s investment objectives, financial goals, risk tolerance, etc.  

 
Performance-Based Fees & Side-By-Side Management 

Our firm provides services and is compensated in a way in which we accept asset-based fees. That 
is, fees based on the total amount of assets owned by the client.  Additionally, we also provide 
services and are compensated in a way in which we accept performance-based fees. That is, fees 
based on a share of capital gains of the assets of a client. There are conflicts of interest that we 
face by managing these accounts at the same time. For example, the nature of a performance-
based fee poses an opportunity for our firm to earn more compensation than under a stand-alone 
asset-based fee. Thus, we may favor performance-based fee accounts over those accounts where 
we receive an asset-based fee. One way we may favor performance-based fee accounts is that we 
may devote more time and attention to performance-based fee accounts than to accounts under 
an asset-based arrangement.   
 
There are other conflicts associated with performance-based fees that are not as common under 
an asset-based fee arrangement. The nature of performance-based fees can encourage 
unnecessary speculation with client assets in order to earn or increase the amount of the fee. The 
result of riskier investments can have a positive effect in that results could equal higher returns 
when compared to an asset-based account. On the other hand, riskier investments historically have 
a higher chance of losing value. 
 
Performance based fees can also cause an investment adviser to engage in transactions or 
strategies which will increase the amount of the performance fees, but which may not increase 
the overall performance of the client's account. For example, an account may lose value over any 
given year and no performance fee will be earned. In the following year, we may receive a 
performance fee for simply recouping losses from the previous year. 
 
Our firm has established policies and procedures to address the various conflicts of interest 
associated with charging a performance-based fee: 
 

• We devote equal time to the management of performance-based fee accounts and asset-

based fee accounts.   

• Only clients with the capacity to assume additional risks are solicited to engage in a 

performance-based fee arrangement.  We provide such clients full disclosure of the 

additional risks associated with a performance-based fee arrangement.  

• Our managing members will typically manage personal accounts using a similar investment 

strategy used for clients. 

• Performance of client accounts must reach a pre-determined and agreed upon high-water 

mark. For a complete description see Item 5 – Fees and Compensation. 
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• Custos has implemented internal compliance policies and procedures designed to comply 

with applicable state and federal securities law. Procedures are available to clients upon 

request. 

 
Our firm does not represent that the amount of the performance-based fees or the manner of 
calculating the performance-based fees is consistent with other performance related fees charged 
by other investment advisers under the same or similar circumstances. The performance-based 
fees charged by Custos may be higher than the performance-based fees charged by other 
investment advisers for the same or similar services. 
 
Our performance-based fee arrangement will comply with Section 205-3 of the Investment 
Advisers Act of 1940 and other state statutes. According to Section 205-3 (see Rule 205-3 there 
under), only natural individual clients meeting the SEC's definition of "qualified clients" may enter 
into agreements providing for performance-based compensation to us. A natural person or 
company must meet the following conditions to be considered a qualified client: 
 

• Have at least $1,000,000.00 under management with our firm at the time the client enters 
into an Agreement; or 

• Provide documentation to our firm so that we shall reasonably believe the client has either 
a net worth of $2,000,000.00 or is a qualified purchaser under Section 2(a)(51)(A) of the 
Investment Company Act. 

 
Methods of Analysis, Investment Strategies & Risk of Loss 

 

Methods of Analysis 
At Custos we pride ourselves in being experts in risk management. We believe far too often the 
investment community, comprised of both professionals and individuals, make investment 
decisions based on future expected returns or emotion. Rather, we focus on balancing the risk and 
liquidity across the entire balance sheet. Indeed, most capital market assumptions utilized in 
industry models rely on historical returns with small adjustments based on current 
macroeconomic factors. Every model we have seen relies on historical correlations to continue 
into the future. We have an acute awareness of the evolution and timing of a given economic cycle 
and the market’s potential downside risk. 
 
For these reasons we spend a tremendous amount of time with clients at the initiation of a 
relationship understanding both their financial goals and more importantly their willingness and 
ability to assume financial risk. Often, we find these two factors are at odds. At this point we work 
closely with clients on the trade-offs generally associated with risk and return. We help clients 
understand the impact to their portfolios and futures. 
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Investment Philosophy 
 

➢ Concentration Risk Is Real 

➢ Asset Allocation Drives 85-90% of Portfolio Returns 

➢ Asset Class Returns Should Be Captured Efficiently 

➢ Taxes Are the Enemy of Returns 

➢ Performance Matters 

Investment Process 
 

1) Fully understand a client’s current balance sheet, goals & ability to withstand market 

volatility 

2) Determine the optimal asset allocation strategy 

3) Diversify away or hedge unacceptable risks 

4) Implement strategy via the most efficient investment vehicles 

5) Consistently measure net performance against benchmarks  

6) Adjust strategy to meeting financial goals or a change in risk tolerance 

Investment Strategies 

Custos’ investment strategies are unconstrained by traditional asset classes and investment 
vehicles. We allocate client capital across cash, fixed income, ETFs, mutual funds, separately 
managed accounts, options, private investments, real estate, commodities. 
 
Risk of Loss   
Clients must understand that past performance is not indicative of future results. Therefore, 
current and prospective clients should never assume that future performance of any specific 
investment or investment strategy will be profitable.  Investing in securities involves risk of loss.  
Further, depending on the different types of investments there will be varying degrees of risk.  
Clients and prospective clients should be prepared to bear investment loss including loss of original 
principal.   

Because of the inherent risk of loss associated with investing, our Firm is unable to represent, 
guarantee, or even imply that our services and methods of analysis can or will predict future 
results, successfully identify market tops or bottoms, or insulate you from losses due to market 
corrections or declines.  

Investors should be aware that accounts are subject to the following risks:  
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Market Risk — Even a long-term investment approach cannot guarantee a profit. 
Economic, political and issuer-specific events will cause the value of securities to rise or 
fall. Because the value of investment portfolios will fluctuate, there is the risk that you will 
lose money and your investment may be worth more or less upon liquidation.   

Foreign Securities and Currency Risk — Investments in international and emerging-market 
securities include exposure to risks such as currency fluctuations, foreign taxes and 
regulations, and the potential for illiquid markets and political instability.   

Capitalization Risk — Small-cap and mid-cap companies may be hindered as a result of 
limited resources or less diverse products or services, and their stocks have historically 
been more volatile than the stocks of larger, more established companies.   

Interest Rate Risk — In a rising rate environment, the value of fixed-income securities 
generally declines and the value of equity securities may be adversely affected.   

Credit Risk — Credit risk is the risk that the issuer of a security may be unable to make 
interest payments and/or repay principal when due. A downgrade to an issuer’s credit 
rating or a perceived change in an issuer’s financial strength may affect a security’s value 
and, thus, impact the fund’s performance.   

Securities Lending Risk — Securities lending involves the risk that the fund loses money 
because the borrower fails to return the securities in a timely manner or at all. The fund 
could also lose money if the value of the collateral provided for loaned securities, or the 
value of the investments made with the cash collateral, falls. These events could also 
trigger adverse tax consequences for the fund.   

Exchange-Traded Funds — ETFs face market-trading risks, including the potential lack of an 
active market for shares, losses from trading in the secondary markets and disruption in 
the creation/redemption process of the ETF. Any of these factors may lead to the fund’s 
shares trading at either a premium or a discount to its “net asset value.”   

Performance of Underlying Managers — We select the mutual funds and ETFs in the asset 
allocation portfolios. However, we depend on the manager of such funds to select 
individual investments in accordance with their stated investment strategy.  

Liquidity Risk -  Liquidity risk exists when particular investments would be difficult to 
purchase or sell, possibly preventing clients from selling such securities at an advantageous 
time or price. 
 
Options Risk - Transactions in options carry a high degree of risk. Options are securities 
which derive their value from the value of underlying securities in which they track. Options 
can be used to hedge or to speculate on price changes in the underlying security. The value 
of an option contract is a function of the price of the underlying security, implied volatility, 
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time to expiration and to a lesser extent market interest rates. At Custos we use options 
to hedge against adverse market moves or to gain exposure to securities we do not 
currently own. While investing in options always carries the risk of experiencing a loss our 
option strategies are not designed to leverage portfolios which would inherently increases 
the risk of investing. Option strategies will only be used in client portfolios with client 
consent and we will continually review asset allocation and the appropriateness of using 
option strategies to achieve client risk and return goals. 
 

Voting Client Securities 

We do not and will not accept the proxy authority to vote client securities. Clients will receive 
proxies or other solicitations directly from their custodian or a transfer agent. In the event that 
proxies are sent to our firm, we will forward them on to you and ask the party who sent them to 
mail them directly to you in the future. Clients can contact our office with questions about a 
particular proxy solicitation by phone at 303-536-5315. 
 

ITEM 7 – Client Information Provided to Portfolio Manager(s) 

Our financial advisors work with you directly to understand your current financial situation, 
existing resources, financial goals, and tolerance for risk. Our firm urges you to communicate to 
us any significant changes to your financial or personal circumstances, so that we can consider 
such information in managing your investments. 
 

ITEM 8 – Client Contact with Portfolio Manager(s) 

Our firm does not place restrictions on the client’s ability to contact and consult their financial 
advisor. As the portfolio manager, clients are free to contact us at any time.  
 

ITEM 9 – Additional Information  

Disciplinary Information 

We have determined that our firm and management have no disciplinary information to disclose.  
 
Financial Industry Activities & Affiliations 

We have no industry activities or affiliation to disclose.  
 
Brokerage Practices  
We generally recommend that clients utilize the custody, brokerage and clearing services of Pershing, LLC, 
a division of The Bank of New York Mellon Corporation, (“Pershing”) and Fidelity Institutional Wealth 
Services (“Fidelity”), (referred to as the “Custodians”) for investment management accounts. Our 
Custodians are independent and unaffiliated FINRA-registered broker-dealers.  We may recommend that you 
establish accounts with these Custodians to maintain custody of your assets and to effect trades for your 
accounts. Some of the products, services and other benefits provided by our Custodians benefit us and may 
not benefit you or your account.  Our recommendation that you place assets with one of these Custodians 
may be based in part on benefits they provide us, and not solely on the nature, cost or quality of custody 
and execution services provided by the Custodian.   
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We are independently owned and operated and not affiliated with these Custodians.  They provide us with 
access to their institutional trading and custody services.  These services include brokerage, custody, 
research and access to mutual funds and other investments that are otherwise generally available only to 
institutional investors. 

 

There is no direct link between our participation in the program and the investment advice we 
give to our clients, although we receive economic benefits through our participation in the 
program that are typically not available to any other independent investment advisors 
participating in the program.  These benefits include the following products and services (provided 
without cost or at a discount):  receipt of duplicate Client statements and confirmations; research 
related products and tools; consulting services; access to a trading desk serving 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 mutual funds with no 
transaction fees and to certain institutional money managers; and discounts on compliance, 
marketing, research, technology, and practice management products or services provided to us 
by third party vendors. The Custodian may also have paid for business consulting and professional 
services received by some of our related persons.  Some of the products and services made 
available by the Custodian through the program may benefit us but may not benefit your account.  
These products or services may assist us in managing and administering your account, including 
accounts not maintained at the Custodian.  Other services made available by the Custodian are 
intended to help us manage and further develop our business enterprise.  The benefits received 
by our firm or our personnel through participation in the program do not depend on the amount 
of brokerage transactions directed to the Custodian.  As part of our fiduciary duties to clients, we 
endeavor at all times to put the interests of our clients first. You should be aware, however, that 
the receipt of economic benefits by our Firm or our related persons in and of itself creates a 
conflict of interest and may indirectly influence our choice of the Custodian for custody and 
brokerage services. 
 
In the event you request us to recommend a broker/dealer custodian for execution and/or 
custodial services, we generally recommend your account to be maintained at the Custodian. We 
may recommend that you establish accounts with the Custodian to maintain custody of your 
assets and to effect trades for your accounts.  You are under no obligation to act upon any 
recommendations, and if you elect to act upon any recommendations, you are under no obligation 
to place the transactions through any broker/dealer we recommend. Our recommendation is 
generally based on the broker’s cost and fees, skills, reputation, dependability and compatibility 
with the client. You may be able to obtain lower commissions and fees from other brokers and the 
value of products, research and services given to us is not a factor in determining the selection of 
broker/dealer or the reasonableness of their commissions.  
 
Aggregation and Allocation of Transactions  
We may aggregate transactions if we believe that aggregation is consistent with the duty to seek 
best execution for our clients and is consistent with the disclosures made to clients and terms 
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defined in the client Investment Advisory Agreement. No advisory client will be favored over any 
other client, and each account that participates in an aggregated order will participate at the 
average share price (per custodian) for all transactions in that security on a given business day. 
  
We will aggregate trades for ourselves or our associated persons with your trades, providing that 
the following conditions are met: 
 

1. Our policy for the aggregation of transactions shall be fully-disclosed separately to our 
existing clients (if any) and the broker/dealer(s) through which such transactions will be 
placed; 
 

2. We will not aggregate transactions unless we believe that aggregation is consistent with 
our duty to seek the best execution (which includes the duty to seek best price) for you 
and is consistent with the terms of our Investment Advisory Agreement with you for which 
trades are being aggregated. 

 
3. No advisory client will be favored over any other client; each client that participates in an 

aggregated order will participate at the average share price for all our transactions in a 
given security on a given business day, with transaction costs based on each client’s 
participation in the transaction; 

 
4. We will prepare a written statement (“Allocation Statement”) specifying the participating 

client accounts and how to allocate the order among those clients; 
 

5. If the aggregated order is filled in its entirety, it will be allocated among clients in 
accordance with the allocation statement; if the order is partially filled, the accounts that 
did not receive the previous trade’s positions should be “first in line” to receive the next 
allocation.  
 

6. Notwithstanding the foregoing, the order may be allocated on a basis different from that 
specified in the Allocation Statement if all client accounts receive fair and equitable 
treatment and the reason for difference of allocation is explained in writing and is reviewed 
by our compliance officer.  Our books and records will separately reflect, for each client 
account, the orders of which aggregated, the securities held by, and bought for that 
account. 
 

7. We will receive no additional compensation or remuneration of any kind as a result of the 
proposed aggregation; and 
 

8. Individual advice and treatment will be accorded to each advisory client. 
 
Trade Errors 
We have implemented procedures designed to prevent trade errors; however, trade errors in 
client accounts cannot always be avoided.  Consistent with our fiduciary duty, it is our policy to 
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correct trade errors in a manner that is in the best interest of the client.  In cases where the client 
causes the trade error, the client will be responsible for any loss resulting from the correction.  
Depending on the specific circumstances of the trade error, the client may not be able to receive 
any gains generated as a result of the error correction. In all situations where the client does not 
cause the trade error, the client will be made whole and we will absorb any loss resulting from the 
trade error if the error was caused by the firm.  If the error is caused by the Custodian, the 
Custodian will be responsible for covering all trade error costs.  The CCO conducts a quarterly 
review of trade errors that may have occurred during the quarter.  If investment gains (net any 
losses) result from the correcting trade(s), the total gain will be donated to charity. We will never 
benefit or profit from trade errors. 
 
Code of Ethics, Participation or Interest in Client Transactions & Personal Trading 

Our Firm and persons associated with us are allowed to invest for their own accounts or to have a 
financial investment in the same securities or other investments that we recommend or acquire 
for your account and may engage in transactions that are the same as or different than 
transactions recommended to or made for your account. This creates a conflict of interest. We 
recognize the fiduciary responsibility to act in your best interest and have established polices to 
mitigate conflicts of interest.    
 
We have developed and implemented a Code of Ethics that sets forth standards of conduct 
expected of our advisory personnel to mitigate this conflict of interest.  The Code of Ethics 
addresses, among other things, personal trading, gifts, the prohibition against the use of inside 
information.  
 
The Code of Ethics is designed to protect our clients to detect and deter misconduct, educate 
personnel regarding the firm’s expectations and laws governing their conduct, remind personnel 
that they are in a position of trust and must act with complete propriety at all times, protect the 
reputation of Custos, guard against violation of the securities laws, and establish procedures for 
personnel to follow so that we may determine whether their personnel are complying with the 
firm’s ethical principles.   
 
We have established the following restrictions in order to ensure our firm’s fiduciary 
responsibilities: 

 
1. A director, officer or employee of Custos shall not buy or sell any securities for their personal 

portfolio(s) where their decision is substantially derived, in whole or in part, by reason of his or 
her employment unless the information is also available to the investing public on reasonable 
inquiry. No supervised employee of Custos shall prefer his or her own interest to that of the 
advisory client. Trades for supervised employees are traded alongside client accounts.   

 

2. We maintain a list of all securities holdings of anyone associated with this advisory practice 
with access to advisory recommendations.  These holdings are reviewed on a regular basis 
by an appropriate officer/individual of Custos. 
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3. We emphasize the unrestricted right of the client to decline to implement any advice 
rendered, except in situations where we are granted discretionary authority of the client’s 
account. 

 
4. We require that all supervised employees must act in accordance with all applicable 

Federal and State regulations governing registered investment advisory practices. 
 

5. Any supervised employee not in observance of the above may be subject to termination. 

You may request a complete copy of our Code of Ethics by contacting us at the telephone number 
on the cover page of this Part 2; Attn: Chief Compliance Officer. 
 
Review of Accounts 

 
Account Reviews and Reviewers – Investment Supervisory Services 
Our Investment Adviser Representatives will monitor client accounts on a regular basis and 
perform annual reviews with each client.  All accounts are reviewed for consistency with client 
investment strategy, asset allocation, risk tolerance and performance relative to the appropriate 
benchmark. More frequent reviews may be triggered by changes in an account holder’s personal, 
tax or financial status. Geopolitical and macroeconomic specific events may also trigger reviews. 
 
Statements and Reports 
The custodian for the individual client’s account will provide clients with an account statement at 
least monthly.  Reports may also be provided at every client meeting. Communication to clients 
will be done on an as needed basis with a minimum of 1 contact per calendar year.   You are urged 
to compare the reports provided by Custos against the account statements you receive directly 
from your account custodian.  Our firm will send an invoice for advisory fees to the client on a 
monthly basis. 
 
Those clients who are exclusively Consulting or Financial Planning clients (i.e. those who have no 
assets under management with us in our advisory program) will receive no regular reports from 
the Firm. 
 
Client Referrals & Other Compensation 
Custos does not pay referral fees or receive compensation for referrals.   
 
As disclosed under Brokerage Practices, we participate in Pershing’s institutional customer 
program and we may recommend Pershing to you for custody and brokerage services.  There is 
no direct link between our participation in the program and the investment advice we give to our 
clients, although we receive economic benefits through our participation in the program that are 
typically not available to any other independent Investment Advisors participating in the program.  
These benefits include the following products and services (provided without cost or at a 
discount):  receipt of duplicate Client statements and confirmations; research related products 
and tools; consulting services; access to a trading desk serving advisor participants; access to block 
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trading (which provides the ability to aggregate securities transactions for execution and then 
allocate the appropriate shares to Client accounts); the ability to have advisory fees deducted 
directly from Client accounts; access to an electronic communications network for Client order 
entry and account information; access to mutual funds with no transaction fees and to certain 
institutional money managers; and discounts on compliance, marketing, research, technology, and 
practice management products or services provided to us by third party vendors. Pershing may 
also have paid for business consulting and professional services received by some of our related 
persons.  Some of the products and services made available by Pershing through the program may 
benefit us but may not benefit your account.  These products or services may assist us in managing 
and administering your account, including accounts not maintained at Pershing.  Other services 
made available by Pershing are intended to help us manage and further develop our business 
enterprise.  The benefits received by our Firm or our personnel through participation in the 
program do not depend on the amount of brokerage transactions directed to Pershing.  As part of 
our fiduciary duties to clients, we endeavor at all times to put the interests of our clients first. You 
should be aware, however, that the receipt of economic benefits by our Firm or our related 
persons in and of itself creates a conflict of interest and may indirectly influence our choice of 
Pershing for custody and brokerage services. 
 
Soft Dollars 

Pershing provides our firm and our clients with access to its institutional brokerage, trading, 
custody, reporting, and related services, many of which are not typically available to Pershing retail 
customers. Pershing also makes available various support services. Some of those services help us 
manage or administer our clients’ accounts; others help us manage and grow our business. 
Pershing’s support services generally are available on an unsolicited basis (we do not have to 
request them) and at no charge to us. These are considered soft dollar benefits because there is 
an incentive to do business with Pershing. This creates a conflict of interest.  We recognize the 
fiduciary responsibility to act in your best interest and have established policies in this regard to 
mitigate any conflicts of interest.   
 
Directed Brokerage 

Neither we nor any of our firm’s related persons have discretionary authority in making the 
determination of the brokers with whom orders for the purchase or sale of securities are placed 
for execution, and the commission rates at which such securities transactions are effected. We 
generally recommend that clients utilize the custody, brokerage and clearing services of Pershing 
for investment management accounts. Each client will be required to establish their account(s) with 
this custodian if not already done. Please note that not all advisers have this requirement. 
 
Financial Information 

We are not required to provide financial information in this Brochure because: 

• We do not receive more than $500 in fees and six or more months in advance. 

• We do not take custody of client funds or securities, accept for our authorization to directly 
deduct fees as disclosed in item 4. 
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• We do not have a financial condition or commitment that impairs our ability to meet 
contractual and fiduciary obligations to clients. We have never been the subject of a 
bankruptcy proceeding. 

 

ITEM 10 – Requirements for State Registered Advisors 

No individual from our firm has a relationship with any issuer of securities. 
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