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Item 2 Material Changes 
 
 
Form ADV Part 2 requires registered investment advisers to amend their brochure when information becomes 
materially inaccurate. If there are any material changes to an adviser's disclosure brochure, the adviser is required to 
notify you and provide you with a description of the material changes. 
 
Since the filing of our last annual updating amendment, dated March 31, 2023, we have made no material changes to 
our Form ADV Part 2. 



3  

 
Item 3 Table of Contents 

 
Item 2 Material Changes ............................................................................................................................................ 2 
Item 3 Table of Contents ................................................................................................................................................ 3 
Item 4 Advisory Business ............................................................................................................................................... 4 
Item 5 Fees and Compensation ....................................................................................................................................... 6 
Item 6 Performance-Based Fees and Side-By-Side Management .................................................................................. 7 
Item 7 Types of Clients .................................................................................................................................................. 7 
Item 8 Methods of Analysis, Investment Strategies and Risk of Loss ........................................................................... 7 
Item 9 Disciplinary Information ..................................................................................................................................... 9 
Item 10 Other Financial Industry Activities and Affiliations ......................................................................................... 9 
Item 11 Code of Ethics, Participation or Interest in Client Transactions and Personal Trading .................................. 10 
Item 12 Brokerage Practices ......................................................................................................................................... 11 
Item 13 Review of Accounts ........................................................................................................................................ 12 
Item 14 Client Referrals and Other Compensation ....................................................................................................... 13 
Item 15 Custody ........................................................................................................................................................... 13 
Item 16 Investment Discretion ..................................................................................................................................... 13 
Item 17 Voting Client Securities .................................................................................................................................. 13 
Item 18 Financial Information ...................................................................................................................................... 14 
 

 
 
 



4  

 

Item 4 Advisory Business 

Southwind Associates of NJ, Inc. ("Southwind") d/b/a Villafranco Wealth Management (“VWM”) is a 
registered investment adviser. We are organized as a corporation under the laws of the State of New Jersey. 
We have been providing investment advisory services since 1995 and are wholly owned by William S. 
Villafranco, President. 

 
The following paragraphs describe our services and fees. Please refer to the description of each investment 
advisory service listed below for information on how we tailor our advisory services to your individual needs. 
As used in this brochure, the words "we", "our" and "us" refer to VWM and the words "you", "your" and 
"client" refer to you as either a client or prospective client of our firm. 

 
VWM provides investment management services which services are personalized to each individual client. 
We also provide formation and management services to two private investment funds as further described 
under Item 10. 

 
Investment Management Services 
We offer discretionary investment management services. VWM tailors its investment management services to 
the individual needs and objectives of clients. VWM's investment management services include: 1) assisting 
clients in determining their investment objectives and goals; and 2) determining which general investment 
strategies should be employed in managing client portfolios to meet such objectives and goals. VWM is also 
responsible for making specific purchase and sale decisions for clients. 

 
If you retain our firm for investment management services, we will meet with you to determine your 
investment objectives, risk tolerance, and other relevant information at the beginning of our advisory 
relationship. We will use the information we gather to develop a strategy that enables our firm to give you 
continuous and focused investment advice and/or to make investments on your behalf. As part of our 
investment management services, we will invest your assets according to one or more model portfolios which 
may be customized based on your tolerance for risk, personal financial situation and other relevant criteria. 
Once we construct an investment portfolio for you, or select a model portfolio, we will monitor your portfolio's 
performance on an ongoing basis, and will rebalance the portfolio as required by changes in market conditions 
and in your financial circumstances. 

 
VWM primarily invests its clients' assets in mutual funds, exchange traded funds ("ETFs") and equities. In 
addition, VWM recommends that clients invest in private investment funds (e.g., hedge funds, private equity 
funds, etc.), including the Related Funds (defined below). 

 
VWM typically limits its investment advice to these types of investments although VWM may occasionally 
invest in fixed income securities. VWM may also monitor investments held in a client's portfolio at the 
beginning of the advisory relationship or other investments held by the client but not initially recommended by 
VWM. Clients may, but generally do not, impose restrictions on investing in certain securities or types of 
securities. 

 
As part of our investment management services, we may also recommend that you use the services of a third-
party money manager to manage your entire, or a portion of your, investment portfolio. After gathering 
information about your financial situation and objectives, we will recommend that you engage a specific 
money manager or investment program. Factors that we take into consideration when making our 
recommendations include, but are not limited to, the following: the money manager's performance, methods of 
analysis, fees, your financial needs, investment goals, risk tolerance, and investment objectives. We will 
periodically monitor the money manager's performance to ensure its management and investment style remains 
aligned with your investment goals and objectives. 
 
Clients may impose reasonable investment restrictions on the management of the Client’s Account. Such 
restrictions may result in a Client’s Account being concentrated in one or a few sectors, industries, or 
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securities. Concentrated positions typically increase the risk and volatility of the Account and may result in a 
decrease in diversification. Clients who implement an investment decision that is outside the scope of the 
recommendations should understand that such a decision may not be appropriate based on the Client’s risk 
profile and that the Client’s portfolio may perform worse over any time horizon than a portfolio designed 
according to recommendations or any other investment strategy. 

 
We usually include the assets managed by the money manager when calculating our advisory fee, if these fees 
are not included in our fee Mr. Villafranco may receive a portion of the advisory fee charged by the MM. The 
advisory fee charged by the MM is separate and apart from the advisory fees charged by our Firm. The 
advisory fee you pay to the money manager is established and payable in accordance with the brochure 
provided by each money manager to whom you are referred. These fees may or may not be negotiable. 

 

You will be required to sign an agreement directly with the recommended money manager. You may terminate 
your advisory relationship with the money manager according to the terms of your agreement with the money 
manager. You should review each money manager's brochure for specific information on how you may 
terminate your advisory relationship with the money manager and how you may receive a refund, if applicable. 
You should contact the money manager directly with questions regarding your advisory agreement with the 
money manager. 

 
Related Funds 
Mr. Villafranco owns and operates the general partners of two private investment funds (collectively, the 
"Related Funds") and VWM provides investment advisory services to these funds. VWM recommends that 
clients invest in the Related Funds. The Related Funds are described below. Clients and prospective clients 
should review Items 6 and 10 below for more information about the Related Funds and the conflicts of 
interests they create.  

 
Central Partners, L.P. ("Central") 
Northpoint Management LLC ("Northpoint"), wholly owned by Mr. Villafranco, serves as the general partner 
of Central. Central is a private fund that in turn invests in underlying private funds (this is commonly referred 
to as a "fund-of-funds"). Mr. Villafranco, through Central and VWM, selects the managers and underlying 
investment vehicles with which Central will invest. However, since Central is a fund-of- funds, Central does 
not invest in individual securities other than a small account managed by VWM. 

 
Cain 5, L.P. ("Cain") 
Westvale Capital Partners, LLC ("Westvale") serves as the general partner and VWM the investment 
manager of Cain. Cain currently has engaged another investment manager to manage most of its assets. 

 
Assets Under Management 
As of December 31, 2023, we managed approximately $257,038,546, of which we managed $174,533,072 on 
a discretionary basis and $82,505,474 on a non-discretionary basis. 
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Item 5 Fees and Compensation 

VWM receives advisory fees for the investment management services it provides to clients. The annual 
advisory fee is negotiable and ranges from 0.28% to 1.50% of a client's assets under management, which 
include any investments in cash management vehicles such as money market funds. VWM's advisory fees are 
payable quarterly, in arrears, based on the value of the clients account on the last day of the quarter. VWM 
may increase or decrease its fees upon 30 days' written notice to the client, provided that the client does not 
object in writing before the end of the 30-day period. VWM generally deducts its advisory fees from clients' 
assets, but clients may also request to be billed for advisory fees. VWM does not include its clients' 
investments in Related Funds for purposes of calculating VWM's advisory fees. VWM will reduce the AUM 
of any account that invests in the funds above by the amount invested in the Related Fund to minimize any 
potential double fee. Depending on the client’s advisory fee, VWM and its affiliates may stand to earn greater 
amounts of compensation from investments in the Related Fund, which creates a conflict of interest. We seek 
to mitigate this conflict of interest by disclosing it to clients and only recommending investment in the Related 
Funds where we believe it is appropriate for clients. 

 
Upon termination, by either party at any time upon 60 days' prior written notice, transactions in progress 
will be completed in the normal course of business. Also upon termination, a client is liable for all advisory 
fees VWM earned but the client has not yet paid. Such advisory fees are calculated from the date of receipt 
of the written termination notice or other agreed upon date. 

 
Related Funds 
All fees and performance allocations payable/allocable to the investment manager and/or general partner of 
each Related Fund are fully disclosed in the offering materials that are delivered to potential investors. Below 
is a summary of such compensation. 

 
Cain charges a management fee of 1.25% per annum. This is a quarterly management fee that is paid in 
arrears. The GP may receive, from the limited partners, an allocation of 15% of the net increase credited to the 
limited partners' capital account during the incentive period. 

 
Central charges a management fee of 1% per annum. This is a quarterly management fee paid in advance based 
on the value of each limited partner's capital account as of the first day of each quarter. Additionally, a quarterly 
management fee ranging from 0.0% to 2.0% per annum is assessed by several of the sub-managers which are 
paid in either advance and arrears depending on manager. The performance allocation for Central is an amount 
equal to 10% of the increase in the LP's capital accounts during the measurement period. The threshold return is 
the amount equal to a 7% return on a limited partners opening capital balance. 

 
Additional Fees and Expenses 
In addition to VWM's fees, clients pay brokerage and other transaction costs (as described in Item 12). Clients 
also pay charges to financial institutions and other third parties such as custodial fees, mutual fund expenses, 
charges imposed directly by mutual funds and exchange traded funds, deferred sales charges, wire transfer and 
electronic fund fees, redemption penalties of mutual funds, margin expenses and other fees and taxes on 
brokerage accounts and securities transactions. 

 
In addition, clients pay management fees and/or performance fees to third party investment managers and 
private funds (including Related Funds). 

 
VWM's clients also may pay multiple fees that are not readily visible. For example, private funds (including 
Related Funds) charge fees which are deducted as an expense and affect the net capital appreciation of the 
private fund. Further, in a private fund that is a fund-of-funds, such as Central, the underlying private funds 
charge fees which are deducted as an expense and affect the net capital appreciation of such underlying private 
fund. As a result, investors in fund-of-funds will be subject to increased fees. The client should review the fees 
and expenses charged by third party investment managers and private funds as well as the fees charged by 
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VWM to fully understand the total amount of fees paid. 
 

Central invests in Cain. Since Cain pays management and performance fees to entities owned, in whole or in 
part, by Mr. Villafranco, VWM and Mr. Villafranco have an incentive to invest Central's assets in Cain. 
Investors are advised that because Central invests in related funds, investors are in effect paying multiple level 
of fees to related parties of the Firm. 

 
Item 6 Performance-Based Fees and Side-By-Side Management 

VWM's clients do not pay performance fees, although the Related Funds charge such fees. VWM has policies 
and procedures that set forth its fiduciary duty to clients and require that VWM make full and fair disclosure of 
any potential conflicts of interest. Related entities and/or Mr. Villafranco can potentially receive greater 
investment advisory fees from an account paying a performance-based fee than from an account paying an 
asset-based fee. This represents a potential conflict of interest because an incentive exists to favor accounts 
that pay a performance-based fee or to allocate time, services or functions to accounts that pay a performance-
based fee. 

 
The Related Funds are managed for performance-based fees and we manage accounts at the same time 
(perhaps with similar objectives) that are not charged performance-based fees ("side-by-side management"). 
Performance-based fees and side-by-side management may create conflicts of interest, which we have 
identified and described in the following paragraphs. 

 
Performance-based fees create an incentive to make investments that are riskier or more speculative than 
would be the case absent a performance fee arrangement. In order to address this potentialconflict ofinterest, 
asenior officer of our firm periodicallyreviews accounts toensure that investments are suitable and that the 
account is being managed according to established investment objectives and risk tolerance. 

 
Performance based fees also create an incentive to overvalue investments which lack a market quotation. In 
order to address such conflict, such investments are booked at "fair value", which do not have a readily 
ascertainable value. 

 
Side-by-side management provides an incentive to favor accounts which receive a performance-based fee. For 
example, there may be an incentive to allocate limited investment opportunities to accounts who are charged 
performance-based fees over clients who are charged asset based fees only. To address this conflict of interest, 
we have instituted policies and procedures that require our firm to allocate investment opportunities (if they 
are suitable) in an effort to avoid favoritism among our clients and those accounts managed by related persons, 
regardless of whether the client is charged performance fees. 

 
Item 7 Types of Clients 

VWM provides investment management services to wealthy individuals, internal private investment vehicles, 
high net worth families, private foundations, trusts and investment vehicles for wealthy families such as family 
limited partnerships or family limited liability companies. 

 
Clients must maintain an ongoing balance of $250,000 in assets under management. VWM waives this minimum at 
its discretion. The Related Funds have investment minimums set forth in their offering documents, which are also 
waived at VWM's discretion. 

 

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

We may use one or more of the following methods of analysis or investment strategies when providing 
investment advice to you: 
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Fundamental Analysis - involves analyzing individual companies and their industry groups, such as a 
company's financial statements, details regarding the company's product line, the experience and expertise of 
the company's management, and the outlook for the company and its industry. The resulting data is used to 
measure the true value of the company's stock compared to the current market value. 

Risk: The risk of fundamental analysis is that information obtained may be incorrect and the analysis may 
not provide an accurate estimate of earnings, which may be the basis for a stock's value. If securities 
prices adjust rapidly to new information, utilizing fundamental analysis may not result in favorable 
performance. 

 
VWM invests client assets with third party investment managers and in investment products (i.e., private 
funds, mutual funds and ETFs) that use a variety of investment strategies, including, without limitation, short 
sales, futures, options and margin transactions. VWM evaluates investment managers and selects investment 
products on the basis of various criteria, including (where applicable): 

 
• an analysis of the investment manager's performance during various time periods and market cycles 
• the investment manager's reputation, experience and training 
• the investment manager's articulation of, and adherence to, its investment philosophy 
• the presence of risk management discipline 
• on-site interviews of the management team 
• the quality and stability of the investment manager's organization, including internal and 

external professional staff 
• whether the investment manager has a substantial personal investment in the investment 

program 
 

Once an investment decision is made, VWM will continue its oversight of the investment manager or 
investment product. 

 
Risks 
Each type of security has its own unique set of risks that are not always easily identifiable. These risks affect 
the performance and the volatility of any investment. A client's investment portfolio is affected by general 
economic and market conditions, such as interest rates, availability of credit, inflation rates, economic 
recession, changes in laws and national and international political circumstances. 
Investments are also subject to currency, political and business risks. 

 
Most mutual funds fall into one of three main categories - money market funds, bond funds and stock funds. 
Each type has different features and different risks and rewards. Generally, the higher the potential return, the 
higher the risk of loss. Clients should read a fund's prospectus and shareholder reports to learn about its 
investment strategy and the potential risks before investing. 

 
Investing in private funds may be considered speculative, illiquid and may involve a significant degree of risk. 
It is only appropriate for qualified persons who can evaluate the risks associated with an investment in private 
funds and can bear the financial risks involved. Such an investment is suitable only for a limited portion of the 
risk segment of an investor's portfolio. Prospective investors should read carefully the private fund's offering 
documents in their entirety and consider the risk factors discussed therein when evaluating the merits and 
suitability of an investment in the private fund. 

 
Below are common risks with respect to investing with third party investment managers and in investment 
products: 

 
• VWM does not control the investment decisions of third party investment managers. 
• Investing in multiple investment products could cause a client to hold opposite positions in an 

investment. This decreases or eliminates the possibility of positive returns from such investment. 
• Certain investment products, such as private funds, are illiquid. In addition, these private funds may invest 

in illiquid securities (such as other private funds). This means that redemptions may not be permitted and 
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could be delayed depending on the nature of the private fund. 
 

Clients should also refer to the disclosure document of the third-party investment managers for a full 
description of the services offered and risks. 

 
Equity securities fluctuate in value due to factors that affect the securities markets generally, such as adverse 
changes in economic conditions, the general outlook for corporate earnings, interest rates and investor 
sentiment. Investments may also lose value based on factors affecting an entire industry or sector, such as 
increases in production costs, or factors directly related to a specific company, such as financial condition and 
management decisions. 

 
Cybersecurity Risks - With the increased use of technology to conduct business, the Firm and its affiliates are 
susceptible to operational, information security, and related risks. In general, cyber incidents can result from 
deliberate attacks or unintentional events that can arise from external or internal sources. Cyberattacks include, but 
are not limited to, gaining unauthorized access to digital systems (e.g., through “hacking” or malicious software 
coding) for purposes of misappropriating assets or sensitive information; corrupting data, equipment, or systems; 
or causing operational disruption. Cyberattacks can also be carried out in a manner that does not require gaining 
unauthorized access, such as causing denial-of-service attacks on websites (i.e., efforts to make network services 
unavailable to intended users). Cyber incidents affecting the Firm, its affiliates, or any other service providers 
(including but not limited to custodians and financial intermediaries) have the ability to cause disruptions and 
impact business operations, potentially resulting in financial losses, interference with the ability to calculate asset 
prices, impediments to trading, the inability to transact business, destruction to equipment and systems, violations 
of applicable privacy and other laws, regulatory fines, penalties, reputational damage, reimbursement or other 
compensation costs, or additional compliance costs. Similar adverse consequences could result from cyber 
incidents affecting issuers of securities in which an account invests, counterparties with which an account engages 
in transactions, governmental and other regulatory authorities, exchange and other financial market operators, 
banks, brokers, dealers, insurance companies and other financial institutions (including financial intermediaries 
and service providers) and other parties. 

 
Investing in securities involves risk of loss that clients should be prepared to bear. We do not represent or 
guarantee that our services or methods of analysis can or will predict future results, successfully identify 
market tops or bottoms, or insulate clients from losses due to market corrections or declines. 
We cannot offer any guarantees or promises that your financial goals and objectives will be met. Past 
performance is in no way an indication of future performance. 

 
Item 9 Disciplinary Information 

Southwind and William Villafranco agreed to settle a matter brought by the U.S. Securities and Exchange 
Commission in 2017. We consented to the entry of an order which involved alleged violations of the books and 
records requirements, the custody rule, and inadequate written policies and procedures. The full order is available 
on the SEC website: https://www.sec.gov/litigation/admin/2017/34-82397.pdf 

 

Item 10 Other Financial Industry Activities and Affiliations 

Related Funds 
VWM's principals and employees have a financial interest in the Related Funds directly, as investors, or 
indirectly, as owners of the general partner of the funds. As a result of these interests, an incentive exists to 
favor the Related Funds. For example, an incentive exists to allocate limited investment opportunities to the 
Related Funds. In addition, an incentive exists to recommend that clients invest in the Related Funds (over 
other securities, including unaffiliated private investment funds) because additional investments in the Related 
Funds will increase advisory fees due to the general partner or VWM. VWM prohibits employees from 
allocating trades or investment opportunities that favor any particular client, group of clients or affiliated and 
proprietary accounts. 

http://www.sec.gov/litigation/admin/2017/34-82397.pdf
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Other Activities 
Mr. Villafranco is the founder of The Footprints in the Sand Foundation (the "Footprints Foundation"), a non-
profit organization that helps children and their families. Certain of the third-party service providers engaged 
by VWM to provide services to clients or to Related Funds also contribute to the Footprints Foundation (e.g., 
board members, event sponsors, etc.). A conflict of interest exists in engaging, initially and on an ongoing 
basis, such third party service providers since it could appear that the third party service providers were 
chosen based on contributions to the Footprints Foundation rather than on the best interests of the clients, or 
the Related Funds. VWM monitors this potential conflict of interest to ensure that the recommendation of 
third party service providers is in the clients' best interests. 

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

Description of Our Code of Ethics 
We strive to comply with applicable laws and regulations governing our practices. Therefore, our Code of 
Ethics includes guidelines for professional standards of conduct for persons associated with our firm. Our goal 
is to protect your interests at all times and to demonstrate our commitment to our fiduciary duties of honesty, 
good faith, and fair dealing with you. All persons associated with our firm are expected to adhere strictly to 
these guidelines. Our Code of Ethics also requires that certain persons associated with our firm submit reports 
of their personal account holdings and transactions to a qualified representative of our firm who will review 
these reports on a periodic basis. Persons associated with our firm are also required to report any violations of 
our Code of Ethics. Additionally, we maintain and enforce written policies reasonably designed to prevent the 
misuse or dissemination of material, non-public information about you or your account holdings by persons 
associated with our firm. 
 
Clients or prospective clients may obtain a copy of our Code of Ethics by contacting us at the telephone 
number on the cover page of this brochure. 

 
Personal Trading Practices 
Our firm or persons associated with our firm may buy or sell securities for you at the same time we or persons 
associated with our firm buy or sell such securities for our own account. We may also combine our orders to 
purchase securities with your orders to purchase securities ("block trading"). Please refer to the Brokerage 
Practices section in this brochure for information on our block trading practices. 

 
A conflict of interest exists in such cases because we have the ability to trade ahead of you and potentially 
receive more favorable prices than you will receive. To eliminate this conflict of interest, it is our policy that 
neither our firm nor persons associated with our firm shall have priority over your account in the purchase or 
sale of securities. 

 
VWM's principals and employees have a financial interest in the Related Funds directly, as investors, or 
indirectly, as owners of the general partner of the Related Funds. Conflicts of interest with respect to such 
interests are disclosed under Item 10. 

 
VWM's principals and employees have a financial interest in the Related Funds directly, as investors, or 
indirectly, as owners of the general partner or investment manager of the Related Funds in which you may 
be solicited to invest. Persons associated with our firm may have significant investments in the Related 
Funds. If you are an investor in a Related Fund, refer to the fund's offering documents for detailed 
disclosures regarding the fund. Additionally, individuals associated with our firm may buy or sell - for their 
personal account(s) - investment products identical to those purchased by a Related Fund. This practice may 
create a conflict of interest because we have the ability to trade ahead of the Related Fund and potentially 
receive more favorable prices than the Related Fund will receive. To eliminate this conflict of interest, it is 
our policy that neither our firm nor persons associated with our firm shall have priority over a Related Fund 
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in the purchase or sale of securities. 
 
Item 12 Brokerage Practices 

 
VWM generally recommends that clients establish an account with the Schwab Advisor Services division of 
Charles Schwab & Co., Inc. (Schwab), a registered broker-dealer, member SIPC, to maintain custody of 
clients' assets and to effect trades for your accounts.  

 
The final decision to custody assets with Schwab is at your discretion, including those accounts under ERISA 
or IRA rules and regulations, in which case the client is acting as either the plan sponsor or IRA account 
holder. Our firm is independently owned and operated and not affiliated with Schwab. Schwab provides us 
with access to its institutional trading and custody services, which are typically not available to Schwab retail 
investors. These services generally are available to independent investment advisors on an unsolicited basis, at 
no charge to them so long as a total of at least $10 million of the advisor's clients' assets are maintained in 
accounts at Schwab Advisor Services. Schwab's services include brokerage services that are related to the 
execution of securities transactions, custody, research, including that in the form of advice, analyses and 
reports, and access to mutual funds and other investments that are otherwise generally available only to 
institutional investors or would require a significantly higher minimum initial investment. 

 
Schwab also makes available to our firm other products and services that benefit our firm but may not benefit its 
clients' accounts. These benefits may include national, regional or specific educational events organized and/or 
sponsored by Schwab Advisor Services. Other potential benefits may include occasional business entertainment 
of personnel of our firm by Schwab Advisor Services personnel, including meals, invitations to sporting events, 
including golf tournaments, and other forms of entertainment, some of which may accompany educational 
opportunities. Other types of these products and services assist our managing and administering clients' 
accounts. These include software and other technology (and related technological training) that provide access 
to client account data (such as trade confirmations and account statements), facilitate trade execution, provide 
research, pricing information and other market data, facilitate payment of our fees from clients' accounts, and 
assist with back-office training and support functions, recordkeeping and client reporting. Many of these 
services generally may be used to service all or some substantial number of our accounts, 
including accounts not maintained at Schwab Advisor Services. Schwab Advisor Services also makes 
available to our firm other services intended to help us manage and further develop our business enterprise. 
These services may include professional compliance, legal and business consulting, publications and 
conferences on practice management, information technology, business succession, regulatory compliance, 
employee benefits providers, human capital consultants, insurance and marketing. In addition, Schwab may 
make available, arrange and/or pay vendors for these types of services rendered to our firm by independent 
third parties. Schwab Advisor Services may discount or waive fees it would otherwise charge for some of 
these services or pay all or a part of the fees of a third-party providing these services to our firm. While, as a 
fiduciary, we endeavor to act in our clients' best interests, our requirement that clients maintain their assets in 
accounts at Schwab may be based in part on the benefit to our firm of the availability of some of the 
foregoing products and services and other arrangements and not solely on the nature, cost or quality of 
custody and brokerage services provided by Schwab, which may create a potential conflict of interest. 

 
We believe that the broker-dealer custodians we recommend or require you to use provide quality execution 
services based on several factors, including, but not limited to, the ability to provide professional services, 
reputation, experience and financial stability. 

 
Not all investment advisers require their clients to use the brokerage and clearing services of select firms. 
Schwab's commissions and transaction fees may be higher than what other broker-dealers charge and this 
practice could cost clients more money. Further, in using only select firms, VWM could be unable to achieve 
most favorable execution of client transactions. 
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Directed Brokerage 
In limited circumstances, and at our discretion, some clients may instruct our firm to use one or more particular 
brokers for the transactions in their accounts. If you choose to direct our firm to use a particular broker, you 
should understand that this might prevent our firm from aggregating trades with other client accounts. This 
practice may also prevent our firm from obtaining favorable net price and execution. Thus, when directing 
brokerage business, you should consider whether the commission expenses, execution, clearance, and 
settlement capabilities that you will obtain through your broker are adequately favorable in comparison to 
those that we would otherwise obtain for you. 

 
Block Trading 
For accounts maintained at Schwab, we may combine multiple orders for shares of the same securities 
purchased for advisory accounts we manage (this practice is commonly referred to as "block trading"). We will 
then distribute a portion of the shares to participating accounts in a fair and equitable manner. 
The distribution of the shares purchased is typically proportionate to the size of the account, but it is n o t 
based on account performance or the amount or structure of management fees. Subject to our discretion 
regarding factual and market conditions, when we combine orders, each participating account pays an 
average price per share for all transactions and pays a proportionate share of all transaction costs. Accounts 
owned by our firm or persons associated with our firm may participate in block trading with your accounts; 
however, they will not be given preferential treatment. 

 
In the event orders are not block traded, you may pay different prices for the same securities transactions than 
other clients pay. Furthermore, we may not be able to buy and sell the same quantities of securities for you 
and you may pay higher commissions, fees, and/or transaction costs than if order were block traded. 

 
Trade Errors 
From time-to-time we may make an error in submitting a trade order on your behalf. In these situations, our 
policy is to restore your account to the position it should have been in had the trading error not occurred. 
Depending on the circumstances, corrective actions may include canceling the trade, adjusting an allocation, 
and/or reimbursing the account. Except as noted below, if a profit results from correcting the trade, you will 
keep the profit. 

 
If a profit results from the correcting trade, the profit will remain in your account unless the same error 
involved other client account(s) that should have received the gain, it is not permissible for you to retain the 
gain, or we confer with you and you decide to forego the gain (e.g., due to tax reasons). 

 
If the profit does not remain in your account and Schwab is the custodian, Schwab donates gains of $100 or 
more to charity. If a loss occurs greater than $100, our firm will pay for the loss. Schwab may retain gains 
of $100 or less, if they are not kept in your account, to offset administrative expenses. Generally, if related 
trade errors result in both gains and losses in your account, they may be netted. 

 
Item 13 Review of Accounts 

VWM informally reviews all client accounts on a monthly basis. This informal review involves the use of 
VWM's asset allocation model with respect to each client's account to ensure that the client's risk tolerance is 
adhered to and the appropriate level of diversification is attained. If an informal review of a client's account 
indicates that asset allocation should be modified, VWM will make the modification and maintain a record of 
the reasons therefore. 

 
VWM also conducts detailed performance evaluations of its advisory clients' accounts on a quarterly basis, 
and at such other times at a client's request. These evaluations typically entail a review of: 1) an advisory 
client's goals and risk guidelines, 2) monthly market evaluations, 3) similar asset class return, and 4) market 
and peer group comparisons. VWM typically does not receive specific instructions from clients regarding the 
level of review. 
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All advisory clients receive written quarterly account statements which are customized to each advisory client's 
needs and preferences. VWM provides written monthly reports to advisory clients upon request. Written yearly 
summaries are provided in the fourth quarter report. 

 
Item 14 Client Referrals and Other Compensation 

 
We do not compensate non-employees for referrals at this time although we reserve the right to do so in the 
future. If we enter into any referral arrangements, the prospective client will receive clear and prominent 
disclosure in accordance with applicable laws.  
 
Clients and prospective clients should review Item 12 above for information about certain benefits we receive 
from Schwab. 

 
Item 15 Custody 

Your independent custodian will directly debit your account(s) for the payment of our advisory fees. This 
ability to deduct our advisory fees from your accounts causes our firm to exercise limited custody over your 
funds or securities. We do not have physical custody of any of your funds and/or securities. Your funds and 
securities will be held with a bank, broker-dealer, or other independent, qualified custodian. You will receive 
account statements from the independent, qualified custodian(s) holding your funds and securities at least 
quarterly. The account statements from your custodian(s) will indicate the amount of our advisory fees 
deducted from your account(s) each billing period. You should carefully review account statements for 
accuracy. If firm also sends client statements: We will also provide reports to you reflecting the amount of 
advisory fee deducted from your account. 

 
You should compare our reports with the statements from your account custodian(s) to reconcile the 
information reflected on each statement. If you have a question regarding your account statement, or if you did 
not receive a statement from your custodian, please contact us directly at the telephone number on the cover 
page of this brochure. 

 
Mr. Villafranco serves as trustee on several clients’ accounts and in his capacity as trustee is deemed to have 
custody over the clients’ assets. Mr. Villafranco and/or related entities, who serve as General Partner or 
similar capacity to the Related Funds, are deemed to have custody over the assets of the Related Funds. The 
accounts over which Mr. Villafranco serves as trustee are subject to an annual surprise examination and the 
Related Funds are subject to an annual audit which is delivered to all Fund investors in accordance with the 
custody rule. 

 
Item 16 Investment Discretion 

It is VWM's practice to enter into a written agreement with each client. This agreement describes the terms and 
conditions of the engagement, the scope of the services to be provided, discretionary authority, compensation, 
and various representations and warranties and other terms of the relationship. Clients also sign a custodial 
agreement with Schwab, or another custodian. Clients may, but generally do not, limit VWM's authority, such 
as by directing VWM not to invest in securities of particular issuers. 

 
Item 17 Voting Client Securities 

VWM will not vote proxies on behalf of your advisory accounts. If you own shares of applicable securities, 
you are responsible for exercising your right to vote as a shareholder. 

 
In most cases, you will receive proxy materials directly from the account custodian. However, in the event 
we were to receive any written or electronic proxy materials, we would forward them directly to you by 
mail, unless you have authorized our firm to contact you by electronic mail, in which case, we would 
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forward any electronic solicitation to vote proxies. 
 

We do not determine if securities held by you are the subject of a class action lawsuit or whether you are 
eligible to participate in class action settlements or litigation nor do we initiate or participate in litigation to 
recover damages on your behalf for injuries as a result of actions, misconduct, or negligence by issuers of 
securities held by you.  

 
Item 18 Financial Information 

We do not solicit fees of more than $1,200 per client more than six months in advance. We are unaware of any 
financial condition that is reasonably likely to impair our ability to meet contractual commitments relating to 
our discretionary authority of client accounts. We have not been the subject of a bankruptcy petition.  
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