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This brochure provides information about the qualification and business practices of First Republic 
Investment Management, Inc. If you have any questions about the contents of this brochure, please contact 
First Republic Investment Management, Inc. The information in this brochure has not been approved or 
verified by the United Stated Securities and Exchange Commission or by any state securities authority. 
 
Additional information about First Republic Investment Management, Inc. is also available on the Internet 
at www.advisorinfo.sec.gov. 
First Republic Investment Management, Inc. is a federally registered Investment Adviser with the United 
States Securities and Exchange Commission (SEC). Registration of an Investment Adviser does not imply 
any level of skill or training.



 

Item 2 - Material Changes 

 
First Republic Investment Management, Inc. is a wholly owned subsidiary of First Republic 
Bank. 
 
First Republic Bank was first founded in 1985, went public in 1986 and was purchase by Merrill 
Lynch on January 29, 2007. 
 
In October 2009, First Republic Bank was purchased from Bank of America by several private 
investors, including Colony Capital LLC and General Atlantic LLC and the bank’s management. 
 
In December 2010 (its 25th anniversary), First Republic Bank completed an initial public offering 
of its stock, which now trades on the NYSE (symbol FRC).
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Item 4 - Advisory Business 

 
First Republic Investment Management, Inc. is a wholly owned subsidiary of First Republic Bank 
(a California Bank).  
 
First Republic Investment Management provides unique and personalized investment solutions 
for individuals, families, foundations, endowments and organizations. We understand that every 
client is unique, from their financial goals to their tolerance of market volatility. We focus on 
tailoring an investment program to meet the individual needs of our clients.  Each client receives 
a customized investment policy statement, asset allocation strategy and is serviced by a dedicated 
team of investment professionals. 
 
Our first and most critical step in working with clients is to develop a clear understanding of their 
goals, risk tolerance, family situation and income needs. Focus is placed on estate, tax, and 
financial planning considerations. Once we establish the appropriate asset allocation strategy, we 
will recommend a specific portfolio of investments based on considerable proprietary, 
fundamental in-house and independent research. 
 
Our investment professionals have an average of 22 years of industry experience.  We seek to 
build long-term, multi-generational relationships with our clients and their families. Perhaps most 
importantly, we realize that life does not remain static. So, we conduct regular portfolio reviews 
and track, assess, and rebalance portfolios as a client's life evolves.  
 
Wrap Fees: In some instances, Applicant is retained by clients under so-called "wrap fee" 
arrangements offered by broker dealers, wherein the broker or dealer may recommend retention 
of the firm as investment adviser, pay the Firm's investment advisory fee on behalf of the client, 
monitor and evaluate the firm's performance, execute the client's portfolio transactions without 
commission charge, and provide custodial services for the client's assets, or provide any 
combination of these or other services, all for a single fee paid by the client to the broker dealer. 
Transactions are effected "net," i.e., without commission, and a portion of the wrap fee is 
generally considered as being in lieu of commission. Trades, with some specific exceptions, are 
expected to be executed only with the broker dealer with which the client has entered into the 
wrap fee arrangement, so that the advisory firm may not be free to seek best price and execution 
by placing transactions with other broker dealers. Our experience indicates that certain broker 
dealers under clients' wrap fee agreements generally can offer best price for transactions in listed 
equity securities, but no assurance can be given that such will continue to be the case with those 
or other broker dealers which may offer wrap fee arrangements, nor with respect to transactions 
in other types of securities. The client should also consider that, depending upon the level of the 
wrap fee charged by the broker dealer, the amount of portfolio activity in the client's account, the 
value of custodial and other services which are provided under the arrangement, and other factors, 
the wrap fee may or may not exceed the aggregate cost of such services if they were to be 
provided separately and if the firm were free to negotiate commissions and seek best price and 
execution of transactions for the client's account.  
 
Applicant and its affiliates may retain any fees or compensation paid to the applicant or its 
affiliates for services provided with respect to any investment fund or investment vehicle in 
which the account invests. With respect to money market and other investment companies or 
pooled investment vehicles that pay management and service fees, and to the extent an account 



invests in such mutual funds and investment companies or other pooled vehicles, the client may, 
in effect, bear two levels of management fees regarding that portion of an account - one charged 
at the fund level, and a second charged by the applicant at the account level.  To the extent 
permitted by applicable law, Applicant and its affiliates may retain any fees or compensation paid 
to Applicant or its affiliates for services provided with respect to any investment fund or 
investment vehicle in which the client invests, which shall not offset or reduce the fees charged 
under the Investment Management Agreement.  If the client account is subject to Title I of 
ERISA or Section 4975 of the Code, in the event account assets are invested in any investment 
vehicle in respect of which 12b-1 fees or any other fees or amounts are payable to Applicant (or 
any of its affiliates), the pro-rata share of such 12b-1 and other fees attributable to the account’s 
investment shall be either (i) credited to the account or (ii) offset, dollar for dollar, against fees 
payable hereunder to Applicant from the account. 
  
Assets under management as of 12/31/10 
 
Discretionary 
6,500,868,500 
 
Non-discretionary 
  254,276,353 
 
Grand Total 
6,755,144,853  
 

Item 5 - Fees and Compensation 

 
Fees are negotiable.  First Republic Investment Management utilizes a tiered fee schedule.  Our 
advisory fees are based on the total assets under management and tiered based on the total amount 
of advised assets.  The fee schedules below set forth how the total fee would be determined based 
on the type of investment portfolio and how each tier of the fee schedule is utilized to calculate 
the fee based upon the total assets under advisement. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Equity/Balanced Portfolios 

Total AUM Incremental 

Fee 

First $10 

million 

1.00% 

$10 - $20 

million 

0.50% 

$20 million or 

greater 

0.25% 



Clients whose initial investment advisory relationship begins with less than $1 million may have 
an advisory fee as high as 1.75%  
 
Fixed Income Only Portfolios 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

All fixed income assets are charged at the same tier level based on total fixed income 
assets managed (not incremental). 

 
Fees paid by existing clients remain in effect unless a client is notified of any change in 
accordance with the terms of their investment management agreement.   Fees are based on the 
amount of assets managed and are normally paid quarterly in advance based on the current 
market value of the assets at the end of the preceding quarter, however, a number of clients are 
billed in arrears.  Fees for certain existing clients may differ from the fees reflected on this 
schedule based on the time they became clients.  Applicant may agree to a different fee and 
minimum arrangement based upon certain circumstances such as the amount of assets under 
management, the nature of such assets, the type of services provided, and other factors. Related 
accounts may be combined in order to reduce the fee charged.  
 
First Republic Investment Management holds a limited power of attorney to act on a discretionary 
basis for client accounts, but does not maintain possession or custody of the funds or securities of 
any client. The client's funds and securities will typically be deposited in either a brokerage firm 
or bank custodian account. 
 
Clients may terminate an investment advisory agreement upon formal notice to the Applicant. In 
the event a client terminates the relationship prior to quarter-end, he/she will receive a pro-rated 
refund, calculated in accordance with terms of the management agreement.  
 
California Code of Regulations 
Subsection (j) of Rule 260.238 of the California Code of Regulations requires that all investment 
advisors disclose to their advisory clients that lower fees for comparable services may be 
available from other sources. While this statement is provided for California residents, residents 
of other states should be aware that it may apply to them as well. 
 
Applicant and its affiliates may retain any fees or compensation paid to the applicant or its 
affiliates for services provided with respect to any investment fund or investment vehicle in 

Fixed Income Portfolios 

Total AUM Total Fee
(1)
 

$2.5 < $10 

million 

0.40% 

$10 < $25 

million 

0.35% 

$25 million or 

greater 

0.30% 



which the account invests. With respect to money market and other investment companies or 
pooled investment vehicles that pay management and service fees, and to the extent an account 
invests in such mutual funds and investment companies or other pooled vehicles, the client may, 
in effect, bear two levels of management fees regarding that portion of an account - one charged 
at the fund level, and a second charged by the applicant at the account level.  To the extent 
permitted by applicable law, Applicant and its affiliates may retain any fees or compensation paid 
to Applicant or its affiliates for services provided with respect to any investment fund or 
investment vehicle in which the client invests, which shall not offset or reduce the fees charged 
under the Investment Management Agreement.  If the client account is subject to Title I of 
ERISA or Section 4975 of the Code, in the event account assets are invested in any investment 
vehicle in respect of which 12b-1 fees or any other fees or amounts are payable to Applicant (or 
any of its affiliates), the pro-rata share of such 12b-1 and other fees attributable to the account’s 
investment shall be either (i) credited to the account or (ii) offset, dollar for dollar, against fees 
payable hereunder to Applicant from the account. 
 
The Adviser may refer clients to the bank and sell bank products to investment clients.  First 
Republic Securities Company, LLC (“FRSC”) makes available several different options for 
holding uninvested cash in our customers’ Brokerage Accounts (“sweep options”). Not all sweep 
options are available to all FRSC customers. The primary sweep option for those customers who 
qualify is the Eagle Sweep program. The Eagle Sweep Account is an FDIC-insured deposit 
account opened and maintained by FRSC’s Clearing Agent, Pershing LLC, at FRSC’s affiliated 
bank, First Republic Bank, the deposits of which are insured by the FDIC to the extent provided 
under the Federal Deposit Insurance Act and FDIC rules The deposit account shall be entitled 
“Pershing LLC for exclusive benefit of its customers.” 
 
Disclosure regarding Eagle Sweep can be found at: 
http://www.firstrepublic.com/downloads/inv/brokerage/eagle_sweep_disclosure.pdf 
 
Please note that the asset based management fee will be charged on account holdings uninvested 
cash (whether in Eagle Sweep or unaffiliated Money Market Mutual Funds), which fee will result 
in a negative yield on cash holdings unless the yield on cash holdings is in excess of the 
management fee. 
Fees payable to Advisor will be prorated to the date of termination. In the event that an 
Agreement is terminated during a quarter for which fees have been paid in advance, any fees 
previously paid in advance under the Agreement shall be refunded by Advisor ratably based on 
the number of calendar days remaining after the termination date in the quarter for which fees 
have been prepaid.  Notwithstanding the foregoing, Client has five (5) business days after the date 
of this Agreement to terminate the Agreement without incurring any fees, other than any 
transaction, custodial or similar fees incurred prior to termination. 
Neither the Adviser nor any of its supervised persons accepts compensation for the sale of 
securities or other investment products, including asset-based sales charges or service fees from 
the sale of mutual funds. 

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

 
Neither the Adviser nor any of its supervised persons accepts “performance fees” – that is, fees 
based on a share of capital gains on or capital appreciation of the assets of a client (such as a 
client that is a hedge fund or other pooled investment vehicle) – for any account or client.  



Item 7 - Types of Clients 

 
The Adviser generally provides investment advice to: High Net Worth Individuals, Trusts 
(including estates or charitable organizations), Pension and profit sharing plans, Banks and 
Corporations and other business entities. 
 
Applicant subscribes to a $3,000 annual fee minimum for its Separate Account Investment 
Management program in order to provide sufficient individual advisory services, and under 
certain circumstances, applicant may provide advisory services for less than the annual minimum. 
In no event will annual fees represent more than 3% of the assets under management. The 
Registrant reserves the right to adjust or waive the minimum fee and to impose an initial set-up 
fee. 

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

 
Methods of Analysis, Sources of Information, and Investment Strategies. 
Adviser’s security analysis methods include: charting, cyclical, fundamental technical and other 
analysis, including the utilization of third party internet based market timing models.    
Adviser utilizes a third-party vendor that provides consulting, database, data processing and 
support services and software (including Asset Optimization modeling software) on a wholesale 
fee basis. Adviser uses these resources to provide advice to Client on asset allocation and 
selection of investment managers and investment funds for investment of the Client's account 
(which may include investment managers that are affiliated or unaffiliated with Adviser and 
investment funds managed by companies that are affiliated or unaffiliated with Adviser), and 
periodic review, reporting and reallocation of the Client's assets. 
Investment managers recommended to Client shall have investment discretion over portions of 
Client's assets in the Account. Except as specified below, Adviser shall have no authority to make 
investment decisions, including buying or selling securities, for the Account without prior 
consultation with, and consent of, Client. Client understands that if Adviser cannot obtain the 
consent of Client regarding a particular securities transaction, Client may forego the transaction. 
Adviser may, however, (i) make recommendations regarding investments for the Account, 
including recommendations regarding Investment Management Consultants, Investment 
Managers, and Custodians, as specified in the Client's Investment Policy Statement “IPS") or 
other Client communication; and (ii) rebalance client's account on a quarterly basis to conform 
the percentages or amounts of Client's account managed by each investment manager or 
investment fund to the percentages or amounts previously approved by Client in the IPS or other 
written Client communication (and Client has authorized Adviser to send instructions to the 
Custodian and to the relevant investment managers and investment funds to move portions of 
Client's Account assets among investment funds and I investment managers to accomplish such 
rebalancing). 
 
Adviser, through one or more IARs offering discretionary advisory services, uses affiliated and 
third party fundamental research to make investment decisions. 
The main sources of information Adviser uses include: Financial newspapers and magazines, 
Market Timing services, Inspections of corporate activities, Annual reports, prospectuses, filings 
with the Securities and Exchange Commission, Research materials prepared by others, Company 
press releases and Corporate rating services 
 



The investment strategies used to implement any investment advice given to clients include: Long 
term purchases, Short term purchases , Trading (securities sold within 30 days), Margin 
transactions, Short sales , and Option writing (including covered options, uncovered options or 
spreading strategies). 
Adviser offers advice on the following types of Investments: Equity securities, exchange-listed 
securities, securities traded over-the-counter (including the pink sheets), foreign issues, Warrants, 
Corporate debt securities (other than commercial paper), Commercial paper, Certificates of 
deposit, Municipal securities, United States government securities, options contracts on securities 
and Interests in partnerships investing in real estate, oil and gas interests and commodities. 
The disclosure in this Form ADV document is not intended as an offer or solicitation, or as the 
basis for any contract to purchase or sell any security, or other instrument, or to enter into or 
arrange any type of transaction as a consequence of any information contained herein.   
 
The results achieved by individual clients will vary and will depend on a number of factors 
including prevailing dividend yields, market liquidity, interest rate levels, market volatilities, and 
the client's expressed return and risk parameters at the time the service is initiated and during the 
term. Past performance is not a guarantee of future results.  
 
Investors should seek financial advice regarding the appropriateness of investing in any 
securities, other investment or investment strategies discussed or recommended in this report and 
should understand that statements regarding future prospects may not be realized.   
 
Although information in this document has been obtained from sources believed to be reliable, 
we do not guarantee its accuracy, completeness or fairness, and it should not be relied upon as 
such.  This document may not be reproduced or circulated without our written authority.   
 
The investment services and products mentioned in this document may often have tax 
consequences; therefore, it is important to bear in mind that FRIM does not provide tax advice. 
The levels and bases of taxation can change. Investors' tax affairs are their own responsibility and 
investors should consult their own attorneys or other tax advisors in order to understand the tax 
consequences of any products and services mentioned in this document. 
 
Products and/or services offered by First Republic Securities Co. LLC, and First Republic 
Investment Management are not deposits or obligations of, or insured, guaranteed or endorsed by 
any bank, Federal Deposit Insurance Corporation, the Federal Reserve Board, or any other 
agency, entity or person.  The purchase of securities involves investment risks including the 
possible loss of principal. 
The Adviser usually recommends a diversified equity portfolio, as well as high quality bonds 
when appropriate, in an attempt to provide sound returns over the long term.  The Adviser strives 
to generate steady and attractive long-term returns through all natural economic and market 
cycles. Within this framework, the Adviser builds customized investment strategies to suit each 
client’s unique objectives through highly disciplined, diversified portfolios. 
 
Securities are by definition speculative in nature and this strategy, over the short term, has a low 
margin of safety or a significant risk of the loss of principal.  The investments in securities made 
by the Adviser are not deposits or obligations of, or insured, guaranteed or endorsed by any bank, 
Federal Deposit Insurance Corporation, the Federal Reserve Board, or any other agency, entity or 
person.  The purchase of securities involves investment risks including the possible loss of 
principal. 



Item 9 - Disciplinary Information 

 
Neither the Adviser nor any management person of the Adviser has been involved in any criminal 
or civil action in a domestic, foreign or military court of competent jurisdiction. 
Neither the Adviser nor any management person of the Adviser has been involved in any 
administrative proceeding before the SEC, any other federal regulatory agency, any state 
regulatory agency, or any foreign financial regulatory authority. 
Neither the Adviser nor any management person of the Adviser has been involved in any self-
regulatory organization (SRO) proceeding. 

Item 10 - Other Financial Industry Activities and Affiliations 

 
The Adviser has an affiliated broker-dealer (First Republic Securities Company, LLC or 
"FRSC")) and a number of the Adviser's management persons and representatives are also 
registered representative of this affiliated broker-dealer.  
 
As a registered securities broker-dealer, FRSC offers a variety of services, including taking 
customer orders, executing securities transactions, and providing custody services.  Customer 
brokerage accounts at FRSC are cleared on a fully-disclosed basis at Pershing LLC which has 
custody of the FRSC customer accounts.  Pershing is a clearing broker that is not affiliated with 
FRSC or the Adviser. 
 
FRSC can also provide research and make recommendations to brokerage customers about 
whether to buy, sell or hold securities.  FRSC offers these recommendations as part of their 
brokerage services and does not charge a separate fee for providing research or making 
recommendations. FRSC's recommendations should be suitable for each customer, in light of the 
customer’s particular financial circumstances, goals and tolerance for risk.  Nonetheless, in their 
capacity as a broker-dealer, FRSC does not render investment advice or make investment 
decisions for customers or manage their accounts on a discretionary basis.   
 
In FRSC's capacity as a broker-dealer, they will only buy or sell securities for you based on 
specific directions from you or your authorized agent.   
 
First Republic Investment Management, Inc. (FRIM), an affiliate of FRSC, offers a variety of 
investment advisory services.  You may also choose to hire an investment adviser that is 
unaffiliated with FRSC to manage your assets maintained in an FRSC brokerage account. 
 
You may choose from several types of brokerage accounts offered by FRSC.  With respect to our 
commission-based brokerage account, you would pay us for our brokerage services each time we 
execute a transaction for your account. We can act as either your agent or "broker," or as a 
principal or "dealer” for each transaction.  When we act as a broker, we will act as your agent and 
will charge you a commission each time we buy or sell a security for you.  When we act as a 
“dealer," we act as a principal for our own account on the other side of a transaction from you. 
Using our inventory, we buy a security from or sell a security to you, and seek to make a profit on 
the trade by charging you a "mark-up," "mark-down" or "spread" on the price of the security [in 
lieu of commissions you pay on these transactions].  If a customer has a brokerage account at 
FRSC that is managed by FRIM, FRSC generally does not act as a principal or riskless principal 
in securities transactions that are conducted through the account when advised by FRIM.  In 
riskless principal transactions, FRSC receives a customer order and, to fill that order, purchases a 



security in the market and simultaneously resells that same security to the customer at a slightly 
higher price (or if the customer is selling the security, FRSC purchases the security from the 
customer and simultaneous resells that security into the securities markets at a slightly higher 
price), with the spread between the purchase and resale price or “mark up” being compensation to 
FRSC in lieu of a commission for effecting the transaction for the customer. 
Nonetheless,  we may act as a principal or a riskless principal and charge mark-ups on portions of 
the account or a subaccount or separate brokerage account where FRIM is not acting as an 
investment adviser for the transaction.  We generally act as a principal or riskless principal only 
in customer transactions in bonds or other fixed-income securities or certificates of deposit and in 
non-discretionary transactions where we act as a broker-dealer and not as an investment adviser 
and FRIM is not providing advice or exercising investment discretion.  The amount of any 
commissions are reflected in the brokerage account confirmations sent by us, and if we are acting 
as a principal or riskless principal in a transaction, that is also reflected in the confirmation sent to 
customers. 
 
FRSC offers another type of brokerage account through our adviser custody department where we 
charge an asset-based brokerage fee based on the value of the assets maintained by you in such 
brokerage accounts.  With this type of account, FRSC does not charge you a commission-based 
fee for transactions executed for the account.  In our capacity as broker-dealer for this account, 
the adviser department generally does not render investment advice or make investment decisions 
for brokerage customers or manage their accounts on a discretionary basis even though it is 
registered as an investment adviser with the U.S. Securities and Exchange Commission.  
Generally, customer accounts held through the adviser custody department of FRSC are managed 
on a discretionary basis either by FRIM or by another investment adviser that has separately 
contracted with the customer to provide investment management services to the customer.  The 
asset-based brokerage fees charged by the adviser custody department of FRSC are separate from 
the investment management and other fees charged by the investment adviser retained by the 
customer to manage the customer’s account.  Both sets of fees are generally debited from the 
customer’s account on a monthly or quarterly basis and reflected on the FRSC account statements 
sent to the customer.   
 
It is also important to note that with respect to both commission-based accounts and asset-based 
fee accounts, FRSC may earn income from cash balances that are “swept” from such brokerage 
accounts into money market mutual funds or bank deposits.  These fees are often paid by the 
mutual fund or First Republic Bank (which is the parent company of FRSC) to FRSC over time 
based upon a percentage of the amount of customer balances held at the mutual fund or First 
Republic Bank and the period for which they are held. 
 
It is important to review the fee schedule for each type of brokerage account to determine which 
type of account is appropriate for you as a number of factors will contribute to the determination 
as to which type of brokerage account will be more cost-effective for you, including, among other 
things, the number of transactions you anticipate to be executed for the account, the timeline for 
maintaining the account, the amount of assets you will maintain in the account, and the type of 
investment strategy that you will employ.   
  
It is important to understand that the brokerage services we provide to you are separate and 
distinct from investment advisory services and each is governed by different laws. 
 
As your broker-dealer, we are held to the legal standards of the Securities Exchange Act of 1934, 
the SEC, the rules of the Financial Industry Regulatory Authority (FINRA), the Municipal 
Securities Rulemaking Board (MSRB), and state laws that apply to securities broker-dealers.  As 



your broker-dealer, we have a duty to deal fairly with you. Consistent with our duty of fairness, 
we are obligated to make sure that the prices you receive when we execute transactions for you 
are reasonable and fair in light of prevailing market conditions and that the commissions and 
other fees we charge you are not excessive.  We must have a reasonable basis for believing that 
any securities recommendations we make to you are suitable for you, given your individual 
financial circumstances, needs and goals.  In many circumstances, we are permitted to trade with 
you for our own account or for an affiliate or another client and may earn a profit on those trades.  
When we engage in these trades, we disclose the capacity in which we acted on in your trade 
confirmations, although we are not required to communicate this or obtain your consent in 
advance, or inform you of profits earned on trades.   
 
In providing brokerage services to you through commission-based accounts rather than through 
an asset-based fee account or where we are paid special compensation for providing advice in 
respect of the transaction, we are not acting as your investment adviser, even if we are providing 
recommendations to you as broker-dealer.  The Investment Advisers Act does not apply in our 
transactions with you as your broker-dealer with respect to such accounts when we are not acting 
as investment adviser.  For instance, when we are acting solely as a broker-dealer, our legal 
obligations to disclose detailed information to you about the nature and scope of our business, 
personnel, fees, conflicts between our interests and your interests, and other matters are more 
limited than in situations where an investment adviser would owe fiduciary duties and other 
obligations to you.  On the other hand, our servicing of brokerage accounts held through our 
adviser custody department that are charged asset-based fees is subject to regulatory requirements 
imposed by the Investment Advisers Ac.  
 
If you have more than one account or subaccount with us, those accounts or subaccounts may be 
charged fees on different bases or schedules.  In some cases, this may mean one account or part of 
an account that you have with us is subject to the Investment Advisers Act, and the other is not.  
If an account or subaccount is not within the adviser custody department of FRSC and is not 
advised by FRIM, that account or particular transactions within the account may be charged 
commissions on brokerage transactions or mark-ups on riskless principal or principal transactions 
effected by FRSC, generally is not regulated under the Investment Advisers Act, and instead is 
acting solely as a securities broker-dealer subject to the SEC, FINRA, MSRB  and state 
regulatory requirements applicable to securities broker-dealers. 
 
Please be aware that our employees who service your accounts may in some transactions be 
acting as a broker-dealer representative of FRSC, and in other transactions that same employee 
may be acting as an investment adviser representative of the adviser custody department of FRSC 
or of FRIM.  Different regulatory requirements and compensation arrangements apply to the 
individual representative of FRSC and the transactions, depending on the capacity in which the 
individual and FRSC is acting. 
 
It is also important to keep in mind that securities, mutual funds and other non-deposit investment 
products available through FRSC are not deposits or other obligations of First Republic Bank or 
any other bank, are not insured by the FDIC or guaranteed by any government agency, and are 
subject to investment risks, including the possible loss of principal amounts invested. 
 
Please contact us if you have any questions about your brokerage account, our services, and our 
relationship with you at [insert contact information]. 
Neither the Adviser now any of its management persons are registered, or have an application 
pending to register, as a futures commission merchant, commodity pool operator, a commodity 
trading advisor, or an associated person of the foregoing entities.  



 
Adviser is a wholly subsidiary of First Republic Bank, a California Bank. 
 
First Republic Securities Company, LLC (a FINRA registered Broker-Dealer)(“FRSC”) is also a 
wholly owned subsidiary of First Republic Bank and an affiliate of the Adviser.  
 
The Adviser may refer clients to the bank and sell bank products to investment clients.  First 
Republic Securities Company, LLC (“FRSC”) makes available several different options for 
holding uninvested cash in our customers’ Brokerage Accounts (“sweep options”). Not all sweep 
options are available to all FRSC customers. The primary sweep option for those customers who 
qualify is the Eagle Sweep program. The Eagle Sweep Account is an FDIC-insured deposit 
account opened and maintained by FRSC’s Clearing Agent, Pershing LLC, at FRSC’s affiliated 
bank, First Republic Bank, the deposits of which are insured by the FDIC to the extent provided 
under the Federal Deposit Insurance Act and FDIC rules The deposit account shall be entitled 
“Pershing LLC for exclusive benefit of its customers.” 
 
Disclosure regarding Eagle Sweep can be found at: 
http://www.firstrepublic.com/downloads/inv/brokerage/eagle_sweep_disclosure.pdf 
 
To the extent the advisory fee is higher than the yield (if any) on Eagle Sweep product (or for that 
matter any other unaffiliated third party bank deposit or money market mutual fund), you will 
receive a negative yield (lose money) or that part of your account allocated to cash. 
 
Consequently, the Adviser and your Portfolio Manager will have an incentive to allocate a 
significant portion of your account to cash, especially the "Eagle Sweep" at First Republic Bank 
through the Adviser’s affiliated Broker-Dealer.  Specifically, both entities are under common 
control and First Republic Bank will receive additional compensation for keeping as much of 
your account in cash as possible, notwithstanding the loss that may result to you. 
 
Margin buying of securities 
If you allowed a margin account to be opened, and if this is consistent with your investment 
objectives (as determined by the Adviser or its Representatives, in their sole discretion), the 
securities in your account may be pledged for collateral to borrow and buy more securities than 
could be purchased on a cash basis. 
 
Margin buying is buying securities with cash borrowed from a broker (including an affiliate of 
the Adviser), using other securities as collateral. This has the effect of magnifying any profit or 
loss made on your account. The securities serve as collateral for the loan, and this margin loan 
must be repaid even if the residual value of your account is insufficient to do so. 
 
The Adviser and its representatives will have an incentive to borrow money on your account and 
pledge the assets in your account as collateral as described above if doing so through the 
Adviser’s affiliated Broker-Dealer.  Specifically, both entities are under common control and 
your Portfolio Manager will receive additional compensation for indebting you and your account. 
 
 
First Republic Securities Company, LLC receives 12(b)1 fees for the sale of certain open ended 
investment companies (mutual funds).  FRSC will receive such fees for certain mutual funds 
purchased by advisory clients of FRIM, as determined by the Adviser or its Representatives, in 
their sole discretion. 



Item 11 - Code of Ethics, Participation or Interest in Client 

Transactions and Personal Trading 

 
The Adviser maintains a comprehensive Code of Ethics and Insider Trading Policy (the "Code") 
in accordance with Rule 204A-1 of the Investment Advisers Act, and other applicable laws and 
regulations, as well as industry best practice standards. The Code exists to ensure an ongoing 
commitment to the principle that client and fund shareholder interests are, at all times, paramount 
to the interests of any employee, officer, or director of the Applicant. 
 
Procedures established in the Code are intended to prevent and detect any conflicts of interest and 
prohibited activities in connection with personal trading or other activities on the part of 
Applicant's employees. All of the provisions of the Code apply to all of Applicant's employees. In 
addition, the Code's provisions apply to the employee and to any account in which he/she has a 
beneficial interest or exerts influence or control. 
 
Principal elements of the Code of Ethics: 
• Personal trade pre-clearance requirement for all employee trades, which expires after the 
close of business the same day, for all Access Persons (employees, officers and directors who, in 
the normal course of business, are likely to exercise investment control or be privy to decisions 
made on behalf of client interests); 
• Prohibitions on short selling, IPO participation, and short term profit taking (60 Day 
Holding requirement); 
• Prohibition on some personal trades (above $20,000 or 500 shares ($200,000 for S&P500 
stocks) for all employees in which there is a pending order for any advisory account; 
• Two day restriction, (48 hour black out period) for changes to the Applicant’s 
recommended list, on personal trades for Investment Personnel when transactions have been 
executed in the same securities for advisory accounts in which they exercise, or participate in the 
execution of, investment control; 
• Restriction on investments in Private Placement securities; 
• Reporting requirements including: Initial and Annual holdings disclosure, Initial and 
Annual Code Of Ethics certification, Quarterly Trading Disclosure, Brokerage Account 
Disclosure (including provision of duplicate confirmations and statements).  
 
Applicant's Chief Compliance Officer is responsible for the implementation and administration of 
the Code. Responsibilities include, but are not limited to, pre-clearance of all personal trade 
requests, monitoring of firm activity in relation to employee activity, and maintenance of records 
in accordance with applicable laws and regulations. Any violation of the Code, including 
engaging in a prohibited transaction or failing to meet reporting requirements, may result in 
disciplinary action, including, but not limited to, disgorgement of profits, payment of fines, 
censure, and where appropriate, suspension or termination of employment. The Chief Compliance 
Officer is required to report to the applicant's Compliance Committee, and the Board of Directors 
of any Fund to which applicant serves as advisor, any circumstance of fraud, deceit, or 
manipulative practice which could be found to have been practiced on a client of the applicant in 
connection with personal trading by employees and other material violations of the Code.  
 
Applicant has also established an Investment Ethics Committee (the "Committee"), composed of 
Senior Investment and Compliance personnel, with authority and oversight responsibility in 
regard to personal securities trading and the application of the Code. The Committee's mandate is 
to provide an additional mechanism for dealing with potential conflicts between personal and 



advisory account activity, and provide assistance and guidelines to the Compliance Officer with 
respect to interpretative issues that may arise under the Code. 
The Adviser has no material financial interest in any security and does not manage any mutual 
fund, hedge fund or any proprietary securities whatsoever. 
 
With respect to securities of the parent company (stock in First Republic Bank (NYSE symbol 
FRC), the Adviser prohibits the purchase of this stock on a discretionary basis for clients of the 
Adviser (purchases can only be made for clients pursuant to written instruction and any account 
assets invested in FRC stock are no billed on so as to act as a dis-incentive). 
From time to time, the Adviser may invest in securities on behalf of clients that are of the same 
type that the Adviser's employees, officers or directors may also own, or buy or sell at the same 
time, subject to the de minimis (small trade) exceptions (as described above). 
 
Where a Portfolio Manager's interests are aligned and that Portfolio Manager trades the same way 
along side clients, that is buys or sells the same securities at the same time and at the same price 
as for the Advier's clients, and aggregates and average prices these purchases and sales, there is 
no de-minimi (small trade) limitation. 
As an affiliated broker-dealer, First Republic Securities Co., LLC ("FRSC") may enter into 
principal transactions with their brokerage clients, some of whom may be Applicant's clients. In 
general, FRSC would enter into principal transactions only in municipal securities, however, no 
principal trading will be done on the part of clients who have municipal assets managed by 
Applicant, and as a practice, Applicant does not direct any municipal securities trades to FRSC. 
 
Applicant may effect agency cross-transactions (i.e. transactions for which the Adviser or its 
affiliates act as broker for both Client and the other party to the transaction), but will not collect a 
commission or any other compensation (with the exception of a $25 ticket charge) in connection 
with that trade, in accordance with the procedures described in Section 206(3) of the Investment 
Advisers Act of 1940, as amended, and any rules promulgated there under. Such trades will only 
be done on an exception basis, with prior written consent of both buyer and seller, where 
mutually beneficial to both parties.  Client may revoke the authorization to affect agency cross-
transactions at any time by written notice to Applicant.  If any agency cross trades are effected 
during the year, a list of all agency cross trades will be provided at year end.  

Item 12 - Brokerage Practices 

 
Generally, Applicant has discretionary authority to determine the securities to be bought or sold 
for clients, the amount of such securities, the broker-dealer to be used and the commission to be 
paid, subject to a client's established guidelines. Applicant will use its best efforts to obtain the 
best available price and most favorable execution ("best execution") with respect to all portfolio 
transactions executed on behalf of its clients. 
 
In selecting a brokerage firm and negotiating commission rates when placing a trade on behalf of 
a client account(s), Applicant considers the full range and quality of brokerage services available, 
in conjunction with a security's price, liquidity, and order  Investment or Brokerage Discretion 
size. These include but are not limited to: capable floor brokers or traders, competent block 
trading coverage, good communications, ability to position, financial condition, general research 
services, retail distribution and underwriting, use of automation, research relating to the particular 
transaction, arbitrage skills, administrative ability or provision of market information relating to 
the security. Applicant will make periodic evaluations of the quality of brokerage services 
provided by firms selected. Brokerage services will be obtained only from those firms which 



meet Applicant's standards, are financially sound, and can be expected to supply such services 
reliably and continuously. In addition, Applicant may use Alternative Trading Systems or an 
Electronic Communications Network (ECN), i.e. Instinet, to facilitate best execution efforts. 
 
Where possible, Applicant will aggregate orders of various clients in order to obtain a lower 
commission rate. Partial executions will be allocated to accounts, on a size basis, utilizing the 
following sequence: top down, bottom-up, middle to bottom, middle to top. In situations where 
aggregated trades are executed in multiple lots at varying prices, each participating client's 
proportionate share will reflect the average price paid or received with respect to the aggregate 
order. 
 
Applicant may effect agency cross-transactions (i.e. transactions for which the Adviser or its 
affiliates act as broker for both Client and the other party to the transaction), but will not collect a 
commission or any other form of compensation in connection with that trade (except for a $25 
ticket charge), in accordance with the procedures described in Section 206(3) of the Investment 
Advisers Act of 1940, as amended, and any rules promulgated there under. Client may revoke the 
authorization to effect agency cross transactions at any time by written notice to Applicant.  . 
Such trades will only be done on an exception basis, with prior written consent of both buyer and 
seller, where mutually beneficial to both parties.  Client may revoke the authorization to affect 
agency cross-transactions at any time by written notice to Applicant.  If any agency cross trades 
are effected during the year, a list of all agency cross trades will be provided at year end.   
 
The Adviser has an incentive to select or recommend a broker-dealer based on the Adviser's 
interest in receiving research or other products or services, rather than on your interest in 
receiving best execution.  
 
Adviser may in its sole discretion cause clients to pay commissions (or markups or markdowns) 
higher than those charged by other broker-dealers in return for soft dollar benefits (known as 
paying-up), in return for receiving research or other products or services that save the Adviser 
money, rather than on your clients’ interest in receiving best execution.  
 
Advisor may place all orders for transactions in any client account with a Bank or Broker-Dealer 
selected by Advisor, including affiliated or unaffiliated Banks or Broker-Dealers.  Such Banks or 
Broker-Dealers will act as the Custodian on the accounts.  In return for using certain Banks or 
Broker Dealers, Advisor may receive research-related and brokerage services in accordance with 
Section 28(e) of the Securities Exchange Act.  Receipt of such research and brokerage services is 
an economic benefit to Advisor as it relieves Advisor from paying third parties for such services, 
however, Advisor may not, and is not required to, use research and brokerage services provided 
by Advisor’s affiliates to benefit the particular Client’s Account that paid for the research.  
Additionally, research and brokerage services may also be used to benefit the accounts of 
Advisor’s other clients.  The Advisor does not generally use discount brokers, but acknowledges 
that brokerage fees may be lower if a discount broker were used to execute securities transactions 
for Client’s Account.  As such, clients can direct the Advisor to use a broker of their own 
choosing, including but not limited to discount brokers unaffiliated with the Advisor.  In any 
event, in Advisor’s selecting of a firm to execute transactions for the Account, and in selecting 
the markets on or in which the transactions will be executed, Advisor is not obligated to solicit 
competitive bids for each transaction or seek the lowest available commission cost to Client’s 
Account.  A direction by the Client or by the Advisor to use Advisor’s affiliated Bank or Broker 
Dealer to effect transactions in the Account may result in less advantageous execution, including 
greater spreads (the difference between the bid and the offer price) or less favorable net prices, 
than if an Unaffiliated Investment Firm were to execute the transaction.  Trades by the Advisor’s 



affiliated Bank or Broker Dealer may also be affected by or through Advisor’s affiliates acting as 
agent or, to the extent permitted by law, as principal.  Notwithstanding this direction, if none of 
Advisor’s affiliates can effect a transaction on Client’s behalf, the Advisor may affect the 
transaction through a bank, broker or dealer unaffiliated with Advisor (each, an “Unaffiliated 
Investment Firm”).   
 
Notwithstanding the foregoing, nothing in this section shall be construed or interpreted in any 
way as limiting or preventing Advisor from authorizing and directing that any or all transactions 
in the Account be effected through any affiliated or unaffiliated Bank or Broker-Dealer, whether 
discount or full service, in the Advisor’s sole discretion.  In Advisor selection of a Bank or 
Broker-Dealer to execute transactions, Advisor will take into account various factors, such as the 
nature and quantity of the securities involved; the markets involved; the importance of speed, 
efficiency and confidentiality; the firm’s apparent knowledge of such markets and sources from 
or to whom particular securities might be purchased or sold; the reputation and perceived 
soundness of the firm; the ability and willingness of the firm to facilitate both purchases and sales 
of securities for the Account by participating in such transactions for its own account; the firm’s 
clearance and settlement capabilities; and other factors relevant to the selection of a broker-dealer 
for the execution of Client’s securities transactions.  Such factors may not include services in 
accordance with Section 28(e) of the Securities Exchange Act and the Bank or Broker-Dealer 
may be an affiliate of the Advisor, where this is permitted by law.   
 
Mark-ups or mark-downs that are not treated as commissions and that are payable to Unaffiliated 
Investment Firms (including on fixed-income or over-the-counter transactions in which an 
affiliate of Advisor, including First Republic Securities Company acts as agent) are not covered 
by Advisor’s fees and will be paid by Client rather than Advisor or any Investment Manager. 
 
There may be instances in which Advisor or its affiliates may act as principal in effecting an 
investment transaction for Client’s Account, in accordance with applicable law.  If Advisor or an 
affiliate of Advisor effects a principal transaction for Client’s Account, Advisor will not charge a 
mark-up or mark-down.  Client acknowledges, however, that principal transactions may be 
subject to a spread, underwriting fee or selling concession, which may result in additional 
compensation or other benefit to Advisor’s affiliates and, indirectly, to Advisor.  Client hereby 
authorizes transactions for Client’s Account to be effected on a stock exchange by Advisor or its 
affiliates, as appropriate. 
 
To the extent permitted by applicable law, Advisor may, but is not required to, aggregate orders 
for the sale or purchase of securities for a Client’s Account with orders for the same security for 
its other clients, its proprietary accounts or the accounts of its employees and/or related persons, 
without the Client’s prior authorization.  In such cases, each account in the aggregated transaction 
will be charged or credited with the average price and, when applicable, its pro rata share of any 
fees. 
 
For client accounts where Applicant has brokerage discretion, Applicant selects broker-dealers 
based upon their execution capabilities, the value of research products / services provided and the 
value of products/services provided that aid Applicant in seeking to obtain "best execution". 
Applicant allocates client brokerage to certain broker-dealers under Soft Dollar arrangements, 
whereby over a period of time, Applicant is required to direct a minimum amount of commission 
to the broker-dealer. Through these arrangements, Applicant obtains research products and 
services that it deems helpful in the investment decision making process. As a result, this may 
cause Applicant to pay a higher commission rate for a securities transaction, as opposed to a non-
Soft Dollar transaction in the same security. Such higher commissions would be paid in 



accordance with Section 28(e) of the Securities Exchange Act of 1934, which requires Applicant 
to determine in good faith that such transactions are reasonable in relation to the value of research 
and execution products/services provided. Accordingly, the research that is obtained is generally 
used to benefit many accounts rather than just the client account(s) for which the order is being 
executed, though not all research may be used by Applicant in connection with the Account 
which paid commissions to broker-dealer providing research. Research received by the Applicant 
includes, but is not limited to, information on the US and other world economies, information on 
specific industries, groups of securities, individual companies, political and other relevant news 
developments affecting markets and specific securities, and technical and quantitative market 
information. Research is received via written reports, telephone contacts, Email, facsimiles, 
personal meetings, research seminars, and access to computer databases. In some instances, 
research products or services received by Applicant may also be used by Applicant for non-
research related functions. In the event a product or a service has a mixed use, Applicant will 
make a reasonable allocation according to its use and will pay for the non-research portion in cash 
using its own funds. Applicant's clients should be aware that such an allocation determination 
presents a potential conflict of interest.  Applicant currently does not Soft Dollar Arrangements 
have any mixed use arrangements. 
 
Soft dollar benefits derived from any client "paying up" for commissions in excess of execution 
costs for research are used to service and benefit all clients’ accounts, and not only for the 
exclusive benefit of those clients that paid more in commissions for the research. The Adviser 
does not seek to allocate soft dollar benefits to client accounts proportionately to the soft dollar 
credits the accounts generate.  Clients that choose a discount broker instead of the Adviser's 
affiliate or allowing the Adviser to select the broker will receive all benefits derived from other 
clients that paid for the benefits. 
 
The following is a list of broker-dealers and corresponding research services for which Applicant 
currently maintains a soft dollar arrangement: 
Broker / Dealer                                            Service 
Reynders Gray & Co., Inc.                           KLD Social Research, AMEX Quotes 
Davis, Mendel & Regenstein                        Economic Research 
ISI                                                                  Economic Research 
Green Street                                                   REIT Research 
Oppenheimer                                                  Small Cap Research 
Bank of New York                                         Third Party Company Research 
 
 
Where there is no "give up" charge for executing away from the custodian, client transactions are 
directed to particular broker-dealers (listed below) in return for soft dollar benefits received by 
the Adviser (eligible brokerage and research services) for the benefit of all clients.  
 
In all cases where clients are referrals from a Bank or Broker-Dealer, whether affiliated or un-
affiliated, to the extent possible all transaction are directed to the particular bank or broker-dealer 
that made the referrals (in return for client referral). 
The Adviser routinely recommends that all clients utilize and execute all transactions through 
FRSC, an affiliate of and under common control with the Adviser.   
 
Client acknowledges in the standard Agreement with Adviser that brokerage fees would be lower 
if a discount broker were used to execute securities transactions for Client’s Account.  In 
selecting a firm to execute transactions for the Account, and in selecting the markets on or in 



which the transactions will be executed, Advisor is not obligated to solicit competitive bids for 
each transaction or seek the lowest available commission cost to Client’s Account. 
 
Client waives any right to best execution where client agrees to utilize Adviser's interpositioned 
affiliated broker-dealer (FRSC).   
 
Not all advisers require their clients to direct brokerage.  
 
As noted above, the Adviser has an economic relationship that creates a material conflict of 
interest, as described above. 
 
Notwithstanding anything to the contrary contained herein, at any time and from time to time, 
Client may direct Advisor in writing to place orders of execution with or through such brokers, 
dealers or banks as Client may select. It shall be the duty of Advisor to act strictly in accordance 
with each such direction and, except as provided below, Advisor shall be under no duty to 
question any such direction by Client.  If Advisor shall disagree with any such direction by 
Client, or be aware of any reason why such direction is illegal or imprudent, it shall so advise 
Client forthwith.  If Client thereafter determines not to rescind such direction, Advisor shall have 
no liability for any loss which may result from any action taken by it in accordance with such 
direction.   
 
Adviser may not be unable to achieve most favorable execution of client transactions where the 
client directs brokerage. Explain that directing brokerage may cost clients more money. For 
example, in a directed brokerage account, the client may pay higher brokerage commissions 
because the Adviser may not be able to aggregate orders to reduce transaction costs, or the client 
may receive less favorable prices.  
 
Applicant will accept client directions to utilize a specific broker-dealer to execute all 
transactions in the respective client's account in recognition of services provided to the client by 
the broker-dealer ("directed brokerage"). Due to the prearrangement between client and broker-
dealer, Applicant will not seek to negotiate commission rates for client directed accounts, and can 
not guarantee best execution will be fulfilled. As such, the client may pay a higher commission 
rate, and endure higher transaction costs than it otherwise would have if directed brokerage was 
not specified by the client. In addition, the client may not obtain the most favorable terms since 
Applicant may be unable to aggregate trades that are subject to a directed brokerage arrangement 
with trades directed by Applicant. However, to the extent possible, Applicant will aggregate 
trades that have been requested to be directed to the same brokerage firm in order to facilitate best 
execution. Note: Applicant may execute aggregated trades for non-direct clients through the same 
broker-dealer to which some clients have directed brokerage. 
 
By directing Applicant to use a specific broker-dealer, clients subject to ERISA confirm and 
agree with Applicant that they have the authority to make such direction, that there are no 
provisions on any client or plan document which are not consistent with the direction, that the 
brokerage and other goods and services provided by the broker-dealer through the brokerage 
transactions are provided solely to and for the benefit of the client's plan, plan participants and 
their beneficiaries, that the amounts paid for the  brokerage and other services have been 
determined by the client and the plan to be reasonable, that any expenses paid by the broker on 
behalf of the plan are expenses that the plan would otherwise be obliged to pay, and that the 
specific broker-dealer is not a party in interest of the client or the plan as defined under applicable 
ERISA regulations.  



Because in most cases client's transactions are executed with the client's carrying broker dealer, it 
is very rare for the Adviser to aggregate the purchase or sale of securities for various client 
accounts.  
 
Simply put, the Adviser general does not aggregate orders because it does not have the 
opportunity to do so.  
 
 

Item 13 - Review of Accounts 

 
Applicant engages in an initial and ongoing review of each client's background, risk tolerance and 
investment objective(s) in relation to economic conditions and financial market behavior. 
Applicant's Portfolio Managers (which include the applicant's President and Managing Directors) 
are responsible for the review of accounts, and as fiduciaries, maintain regular contact with each 
client. Applicant's Board of Directors requests that each Portfolio Manager select from within a 
universe of investment securities or funds that has been reviewed by the applicant's Investment 
Committee. 
Applicant may provide each client with a quarterly account statement containing a detailed 
analysis of investment holdings and a transaction summary, at the Portfolio Manager's sole 
discretion.   Applicant intends for each Portfolio Manager to have periodic discussions regarding 
portfolio performance with his/her respective clients. 

Item 14 - Client Referrals and Other Compensation 

 
First Republic Bank, the parent company of Adviser, refers clients of the Bank to the Adviser, 
and vice versa.  The Adviser does not run sales contest, but encourages Bank referrals and offers 
recognition, awards and other prizes for Bankers who refer the most business to the Adviser. 
 
Notwithstanding the foregoing, the Adviser reserves the right to reject any referral in its sole 
discretion and will only offer investment advice where it can do so in a mutually beneficial 
manner with the client in accordance with its fiduciary duties under the Advisers Act. 
 
 
Additional Compensation 
 
Applicant is party to referral arrangements with third party solicitors, constructed in accordance 
with Rule 206(4)-3 of the Investment Advisors Act of 1940, whereby third party solicitors will 
refer potential clients to applicant in exchange for compensation based on a percentage of 
advisory fees collected.  
 
Applicant may compensate several of its employees whereby the employee, upon bringing a new 
client to Applicant, receives a portion of the fees paid by a new client to Applicant. 
 
Applicant has relationships with many brokers, some of whom may refer clients on occasion. If a 
client is referred to Applicant by a broker, and the client wishes to retain that broker, Applicant 
may direct some or all of that client's brokerage to the referring broker in a directed brokerage 
arrangement. Clients sometimes use brokers, including affiliates, as a custodian of their portfolios 
in order to avoid bank trust department custodian fees and/or to receive other services such as 



portfolio monitoring. See Items 12A&B for more disclosure on Directed Brokerage 
arrangements. 
 
Applicant receives an economic benefit by having fees waived or by not being charged for 
utilizing specialized investment advisor electronic information downloads, access to specialized 
institutional brokerage trading and customer service teams, and specialized batched statements 
from Charles Schwab & Co., Inc. (“Schwab”) and Fidelity Investments. From these services, 
Applicant is then able to more efficiently and readily manage clients’ accounts. 
 
Applicant receives client referrals from Schwab through Applicant's participation in Schwab 
Advisor Network (the “Service”). The Service is designed to help investors find an independent 
investment advisor. Schwab is a broker-dealer independent of and unaffiliated with the Applicant. 
Schwab does not supervise the Applicant and has no responsibility for the Applicant's 
management of clients’ portfolios or the Applicant's other advice or services. Applicant pays 
Schwab fees to receive client referrals through the Service. Applicant's participation in the 
Service may raise potential conflicts of interest described below. Applicant pays Schwab a 
Participation Fee on all referred client accounts that are maintained in custody at Schwab and a 
Non-Schwab Custody Fee on all accounts that are maintained at, or transferred to, another 
custodian. The Participation Fee paid by the Applicant is a percentage of the value of the assets in 
the client’s account. The Applicant pays Schwab the Participation Fee for so long as the referred 
client’s account remains in custody at Schwab. The Participation Fee is billed to the Applicant 
quarterly and may be increased, decreased or waived by Schwab from time to time. The 
Participation Fee is paid by the Applicant and not by the client. Applicant has agreed not to 
charge clients referred through the Service fees or costs greater than the fees or costs the 
Applicant charges clients with similar portfolios who were not referred through the Service. 
 
Applicant generally pays Schwab a Non-Schwab Custody Fee if custody of a referred client’s 
account is not maintained by, or assets in the account are transferred from, Schwab. This fee does 
not apply if the client was solely responsible for the decision not to maintain custody at Schwab. 
The Non-Schwab Custody Fee is a one-time payment equal to a percentage of the assets placed 
with a custodian other than Schwab. The Non-Schwab Custody Fee is higher than the 
Participation Fees the Applicant generally would pay in a single year. Thus, Applicant will have 
an incentive to recommend that client accounts be held in custody at Schwab. 
 
The Participation and Non-Schwab Custody Fees will be based on assets in accounts of the 
Applicant’s clients who were referred by Schwab and those referred clients’ family members 
living in the same household. Thus, the Applicant will have incentives to encourage household 
members of clients referred through the Service to maintain custody of their accounts at Schwab. 
 
For accounts of Applicant’s clients maintained in custody at Schwab, Schwab generally does not 
charge the client separately for custody but receives compensation from the client in the form of 
commissions or other transaction-related compensation on securities trades Schwab executes for 
the client’s account. Clients also pay Schwab a fee for clearance and settlement of trades executed 
through broker-dealers other than Schwab. Schwab’s fees for trades executed at other broker-
dealers are in addition to the other broker-dealer’s fees. Thus, Applicant may have an incentive to 
cause trades to be executed through Schwab rather than another broker-dealer. Applicant 
nevertheless, acknowledges its duty to seek best execution of trades for client accounts. Trades 
for client accounts held in custody at Schwab may be executed through a different broker-dealer 
than trades for Applicant's other clients. Thus, trades for accounts custodied at Schwab may be 
executed at different times and different prices than trades for other accounts that are executed at 
other broker-dealers.  



 
Applicant is a Separate Account Manager (SAM) for clients in the Charles Schwab MAC™ 
Program. Under this program, a client is referred to applicant by a registered investment manager 
(IM) which acts as primary manager and is responsible for establishing investment objectives and 
guidelines for the client. Applicant, as sub-advisor, is responsible for investing client assets in 
accordance with the written investment policy statement. Annual fees paid to applicant for 
Separate Account Management services are 50 basis points, based on the fair market value of the 
assets. These fees, as well as additional charges for the registered investment advisor and 
transaction based fees paid to Schwab, are fully disclosed to the client by the IM. Minimum 
account size for this program is $250,000. 
 
From time to time, applicant will arrange for clients to come to Santa Barbara to meet with 
portfolio managers and staff. The purpose of these visits is to familiarize clients with policies and 
procedures that affect the clients’ portfolios. In some cases, costs for travel and lodging are paid 
for by applicant, for business reasons, and are not provided as a payment for client referrals. 
 
Applicant may direct custody to FRSC on behalf of client accounts referred by the FRB or FRB 
advertising and will have incentives to encourage clients to maintain custody of their accounts at 
FRSC. 
 
As disclosed under Item 12. above, Advisor ALSO participates in TD Ameritrade’s institutional 
customer program and Advisor may recommend TD Ameritrade to Clients for custody and 
brokerage services.  There is no direct link between Advisor’s participation in the program and 
the investment advice it gives to its Clients, although Advisor receives economic benefits through 
its participation in the program that are typically not available to TD Ameritrade retail investors.  
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 Advisor by third party vendors. TD 
Ameritrade may also have paid for business consulting and professional services received by 
Advisor’s related persons.  Some of the products and services made available by TD Ameritrade 
through the program may benefit Advisor but may not benefit its Client accounts.  These products 
or services may assist Advisor in managing and administering Client accounts, including 
accounts not maintained at TD Ameritrade.  Other services made available by TD Ameritrade are 
intended to help Advisor manage and further develop its business enterprise.    The benefits 
received by Advisor or its personnel through participation in the program do not depend on the 
amount of brokerage transactions directed to TD Ameritrade.  As part of its fiduciary duties to 
clients, Advisor endeavors at all times to put the interests of its clients first.  Clients should be 
aware, however, that the receipt of economic benefits by Advisor or its related persons in and of 
itself creates a potential conflict of interest and may indirectly influence the Advisor’s choice of 
TD Ameritrade for custody and brokerage services. 
 
Advisor may receive client referrals from TD Ameritrade through its participation in TD 
Ameritrade AdvisorDirect.  In addition to meeting the minimum eligibility criteria for 
participation in AdvisorDirect, Advisor may have been selected to participate in AdvisorDirect 
based on the amount and profitability to TD Ameritrade of the assets in, and trades placed for, 



client accounts maintained with TD Ameritrade.  TD Ameritrade is a discount broker-dealer 
independent of and unaffiliated with Advisor and there is no employee or agency relationship 
between them.  TD Ameritrade has established AdvisorDirect as a means of referring its 
brokerage customers and other investors seeking fee-based personal investment management 
services or financial planning services to independent investment advisors.  TD Ameritrade does 
not supervise Advisor and has no responsibility for Advisor’s management of client portfolios or 
Advisor’s other advice or services.  Advisor pays TD Ameritrade an on-going fee for each 
successful client referral.  This fee is usually a percentage (not to exceed 25%) of the advisory fee 
that the client pays to Advisor (“Solicitation Fee”).  Advisor will also pay TD Ameritrade the 
Solicitation Fee on any advisory fees received by Advisor from any of a referred client’s family 
members, including a spouse, child or any other immediate family member who resides with the 
referred client and hired Advisor on the recommendation of such referred client.  Advisor will not 
charge clients referred through AdvisorDirect any fees or costs higher than its standard fee 
schedule offered to its clients or otherwise pass Solicitation Fees paid to TD Ameritrade to its 
clients.  For information regarding additional or other fees paid directly or indirectly to TD 
Ameritrade, please refer to the TD Ameritrade AdvisorDirect Disclosure and Acknowledgement 
Form. 
 
Advisor’s participation in AdvisorDirect raises potential conflicts of interest.  TD Ameritrade will 
most likely refer clients through AdvisorDirect to investment advisors that encourage their clients 
to custody their assets at TD Ameritrade and whose client accounts are profitable to TD 
Ameritrade.  Consequently, in order to obtain client referrals from TD Ameritrade, Advisor may 
have an incentive to recommend to clients that the assets under management by Advisor be held 
in custody with TD Ameritrade and to place transactions for client accounts with TD Ameritrade.  
In addition, Advisor has agreed not to solicit clients referred to it through AdvisorDirect to 
transfer their accounts from TD Ameritrade or to establish brokerage or custody accounts at other 
custodians, except when its fiduciary duties require doing so.  Advisor’s participation in 
AdvisorDirect does not diminish its duty to seek best execution of trades for client accounts. 
 

Item 15 - Custody 

 
The Adviser is not a qualified custodian (bank or broker dealer) and does not generally have 
custody of client assets. 
 
In those limited and incidental situations where the Adviser is deemed to have custody by virtue 
of its ownership by a bank and affiliation with a Trust Company (and also where Investment 
Adviser Representatives of the Adviser act as Trustees in their personal capacity), the Adviser is 
subject to a surprise audit.  
 
Generally an unaffiliated qualified custodian has custody of client assets and sends monthly or 
quarterly account statements directly to its clients. 
 
Clients receiving such account statements directly from the broker-dealer, bank or other qualified 
custodian should carefully review and reconcile those statements against those sent by the 
Adviser.  
 
Most (but not all) of the Adviser's clients also receive quarterly account statements and market 
commentary from the Adviser. 
 



Clients are strongly encouraged to compare the account statements they receive from the 
qualified custodian with those they receive from the Adviser. 

Item 16 - Investment Discretion 

 
Advisor shall have full discretion and authority, without obtaining the prior approval of Client: (i) 
to supervise and direct the investment of the Account assets; (ii) to effect any and all transactions 
in securities and other financial instruments (and options and other contracts thereon), and 
everything connected therewith in the broadest sense, including, without limitation, the 
incurrence of investment transaction-related expenses; (iii) to direct banks, brokers or other 
custodians to effect deliveries of funds or assets, but only in the course of effecting portfolio 
transactions for the Account; (iv) to hire, delegate discretionary investment authority to, and 
terminate Investment Managers and select Investment Funds for investment of the Account assets 
(which may include Investment Managers that are affiliated or unaffiliated with Advisor and 
Investment Funds managed by companies that are affiliated or unaffiliated with Advisor); (v) to 
allocate and reallocate Account assets among Investment Managers and Investment Funds, 
including registered and unregistered Investment Funds managed by affiliates of Advisor; and 
(vi) to make and execute all such documents and to take all such other actions as Advisor 
considers necessary or appropriate to carry out its duties hereunder; subject, in each case, to (A) 
the IPS, (B) the other terms and conditions contained in this Agreement, including, without 
limitation, this Section hereof in respect of ERISA/IRA Accounts (as defined below) and (C) the 
written limitations imposed by Client from time to time. 

Item 17 - Voting Client Securities 

 
First Republic Investment Management has adopted and implemented policies and procedures 
that we believe are reasonably designed to ensure that proxies are voted in the best interest of 
clients, in accordance with our fiduciary duties and SEC Rule 206(4)-6 under the Investment 
Advisers Act of 1940. Our authority to vote the proxies of our clients is established by our 
advisory contracts or comparable documents, and our proxy voting guidelines have been tailored 
to reflect these specific contractual obligations. In addition to SEC requirements governing 
advisers, our proxy voting policies reflect the long-standing fiduciary standards and 
responsibilities for ERISA accounts set out in Department of Labor (“DOL”) Bulletin 94-2, 29 
C.F.R. 2509.94-2 (July 29, 1994).  Specifically, the DOL has issued interpretations of ERISA 
stating that: • The ability to vote proxies constitutes a plan asset; • Fiduciaries, in voting proxies, 
should determine whether the proposals will add or detract from the value of the company over 
the time frame of the investment; • Unless there is a clear reservation of authority to vote proxies 
to the trustees or named fiduciary, the investment manager will be responsible for voting; and • 
Investment managers can and should develop policies to aid in determining how to vote on 
recurring issues.   
 
GENERAL PHILOSOPHY  
First Republic Investment Management regards the proxies we hold on behalf of our clients as 
significant corporate assets. For the sake of efficiency, First Republic Investment Management 
designates a proxy voting agent to exercise our votes. Currently, EC Proxy Voting Service is our 
proxy voting service provider, and has been designated to execute our votes in accordance with 
our proxy voting guidelines. Our Proxy Voting Guidelines are designed to be responsive to the 
wide range of issues that can be raised in proxy situations. First Republic Investment 
Management has a responsibility to provide competitive rates of return to our investors, and we 



will generally not support resolutions that are likely to harm a company’s long-term financial 
health.  The current version our Proxy Voting Guidelines is available upon request.  The 
following items were also taken into consideration: Client’s Best Interest - all proxy matters will 
be conducted in the best interest of our clients. Case-by-Case Basis - each vote is ultimately cast 
on a case-by-case basis, taking into consideration the contractual obligations under the 
Investment Management agreement and all other relevant facts and circumstances at the time of 
the vote. (In the event a client wishes to provide direction regarding a particular vote that has 
been entrusted to First Republic Investment Management, such instruction must be provided by 
the client in writing and in a timely fashion so as to meet voting deadlines). Conflicts of Interest - 
any material conflicts will be resolved in the best interest of clients. (See Procedures section 
below for additional information) Limitations - First Republic Investment Management will take 
a limited role in voting proxies under the following circumstances: • No Responsibility. In 
situations where a client has instructed First Republic Investment Management that he/she will 
assume responsibility for proxy voting, First Republic Investment Management will have no 
involvement in voting (Note: Applicable custody banks are instructed to mail proxy material 
directly to clients). • Geographical Limitations on Proxy Voting All proxies will be voted for both 
Canadian and US securities. First Republic Investment Management cannot guarantee the ability 
to vote shares of companies domiciled outside Canada and the US at all times. In many countries, 
proxy voting can be complicated and onerous. In some countries, for example, proxy materials 
are not generally available until 15 days prior to a meeting. Shareholders are thus unable to 
review proxy issues and company materials thoroughly. In many countries, there is no procedure 
for mailing in proxy votes; shareholders must attend the meeting in person in order to exercise 
their vote. Many countries also allow companies to engage in ‘share-blocking’ whereby trading 
company stock within a given period of time on or around a meeting date is prohibited. In most 
countries, the shareholder resolution process is limited and there are few investment institutions 
with the capacity to sponsor resolutions of interest to socially responsible shareholders. 
Clients may choose to receive any or all of their proxies or other solicitations directly from their 
custodian or a transfer agent, and vote any or all, in their sole discretion. 
 

Item 18 - Financial Information 

 
The Adviser is a wholly owned subsidiary of First Republic Bank, a publicly traded company the 
balance sheet of which is publicly available. 
 
The Adviser does not require or solicit prepayment of more than $1,200 in fees per client, six 
months or more in advance, and therefore a balance sheet of the Adviser is not required to be 
disclosed. 
 
The Adviser has no financial condition to disclose that is reasonably likely to impair your ability 
to meet contractual commitments to clients at this time. 
 
The Adviser has not been the subject of a bankruptcy petition at any time during the past ten 
years, and is no longer affiliated with either The Bank of America or Merrill Lynch. 

. 


