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Item 1 – Cover Page     
 

 

 

Form ADV Part 2A Brochure 
March 30, 2012 

 

Scout Investments, Inc. 
928 Grand Boulevard 

Kansas City, Missouri 64106 

877.726.8842 

scoutinv.com 

 

 
This Form ADV Part 2A brochure provides information about the qualifications and business 
practices of Scout Investments (Scout).  If you have any questions about the content of this 
brochure, please contact us at 877.726.8842 or scoutinv.com.  The information in this brochure 
has not been approved or verified by the United States Securities and Exchange Commission 
(SEC) or by any state securities authority.   

Additional information about Scout is also available on the SEC’s website at 
www.adviserinfo.sec.gov. 
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Item 2 – Material Changes 
 
The following information discusses only material changes since the last annual update of our 
ADV Part 2A dated March 31, 2011: 
 

 In September of 2011, Scout Investments changed its principal office location to 928 Grand 
Boulevard, Kansas City, Missouri 64106.   
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Item 4 – Advisory Business 

Scout Investments (Scout) is a national investment management firm.  We provide discretionary 
investment management services to registered and unregistered investment companies, 
institutional accounts (such as pension plans, government agencies, corporations, trusts, 
foundations and endowments) and to individuals through separately managed accounts (such 
as individual managed accounts and wrap fee accounts).  We also provide model portfolios to 
financial intermediaries and advice on individual securities to our affiliated companies.  Scout 
was formed in 2001 and is a wholly owned subsidiary of UMB Financial Corporation.   
 
Scout offers an array of investment strategies which are listed on page 8, as well as customized 
strategies and socially responsible portfolios.  Scout provides its fixed income strategies through 
its Reams Asset Management division (Reams).  We do not provide financial planning, tax 
advice or advice on the selection of investment advisers.    
 
Client Assets Managed – As of December 31, 2011 

Discretionary $19,779,235,940 

Non-discretionary $0 

 

Institutional Account Investment Guidelines 
 
If you are an institutional client, Scout will work with you to receive a specific set of investment 
objectives and guidelines.  Emphasis is placed on you providing us with a written investment 
policy that clearly establishes our limits of discretion within an investment strategy in areas such 
as industry concentration, country exposure, quality, duration and individual positions.  At your 
request, Scout can also restrict certain types of securities from your portfolio, such as tobacco 
companies or alcohol related securities.  You may also request that specific securities be 
restricted from your portfolio.   
 

Separately Managed Account Investment Guidelines 

 
If you become a client of Scout through a separately managed account program (such as an 
individual managed account or wrap account platform) we will usually not meet with you 
personally to discuss your investment objectives.  Rather, your financial intermediary (usually a 
broker-dealer, financial adviser or bank representative) will provide you with financial 
recommendations, which can include asset allocation and the selection of investment managers 
and strategies.  If you open an account through a platform where trading costs are bundled 
together with your advisory or custody fee, we will typically receive our investment advisory fee 
as a portion of the overall fee paid by you to your financial representative.  For some programs 
(such as a dual contract platform where you sign an investment advisory agreement with 
Scout), we may ask that you complete a questionnaire to help aid in our acceptance and 
management of your account.  At the request of you or your financial representative, Scout can 
restrict certain types of securities from your portfolio, such as tobacco companies or alcohol 
related securities.  You or your financial representative may also request that specific securities 
be restricted from your portfolio. 
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Item 5 – Fees and Compensation 
 
Scout’s investment advisory fees vary depending on the type of client and the investment 
strategy provided.  In general, fees are based upon a percentage of your assets that are 
managed by Scout.  Fees are billed quarterly unless otherwise stated in the investment advisory 
agreement.  The specific method of payment is described in your agreement with Scout, or with 
your financial intermediary.  If your investment advisory fee is billed in advance and Scout stops 
providing advisory services prior to the end of the billing period, you will be reimbursed for any 
unearned fees proportionate to the number of days remaining from the time your investment 
advisory agreement terminates to the end of the billing period.  Your account will also incur 
additional expenses, such as brokerage and transactional costs that are not included in Scout’s 
investment advisory fee.  For more information about these types of expenses, please see Item 
12 entitled Brokerage located at page 17.  For purposes of fee invoicing, Scout will directly bill 
you or your agent.  You may also choose for Scout to deduct our investment advisory fee 
directly from your custodial account.  If you are a separately managed account client, the choice 
to be directly billed or have your fee automatically deducted from your custodial account will 
depend upon your separately managed account platform.  Please contact your financial 
representative for more information.  All fees stated below are negotiable.  Scout may charge 
clients fees that are higher or lower than your fee or the fees listed below.  This may occur 
under a variety of circumstances including, but not limited to, the type of client, the total client 
assets managed by Scout or a client’s specific investment objectives and guidelines.   
 

Institutional Client General Fee Schedule 
 
The following table describes Scout’s standard fee schedule for institutional accounts.   
 
 

Investment Strategy  Fee Schedule 
 

 
International Equity 
International ADR 
Global Equity 

 
First $50 million – 0.75% 
Next $50 million – 0.60% 
Above $100 million – 0.55% 
 

 
Large Cap Equity 

 
First $100 million – 0.50% 
Next $150 million – 0.40% 
Above $250 million – 0.35% 
 

 
Mid Cap Equity 

 
First $50 million – 0.80% 
Next $50 million – 0.65% 
Above $100 million – 0.60% 
 

 
Small Cap Equity 
International SMID 
 
 
 

 
First $50 million – 0.85% 
Next $50 million – 0.70% 
Above $100 million – 0.65% 
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Core Plus Fixed Income 
Core Fixed Income 
Intermediate Fixed Income 
Long Duration Fixed Income 
Unconstrained Fixed Income 
 

 
First $50 million – 0.30% 
Next $50 million – 0.20% 
Above $100 million – Negotiable 
 

 
Low Duration Fixed Income 
 

 
First $50 million – 0.25% 
Next $50 million – 0.20% 
Above $100 million – Negotiable 
 

 
 

Separately Managed Account General Fee Schedule 

 
If you become a client of Scout through a financial intermediary’s separately managed account 
platform (including individual managed account, dual contract and wrap account programs), 
Scout will generally negotiate an investment advisory fee schedule with your platform sponsor.  
Scout’s investment advisory fee schedule will vary between programs and, for some programs, 
may be lower than listed below.  For more information, please contact your financial 
representative.   
 
 

Investment Strategy Fee Schedule 
 

 
International ADR 
Global Equity 

 
Dual Contract – 0.80% 
Individual  Managed Account – 0.70% 
Wrap Account – 0.70% 
 

 
Large Cap Equity 

 
Dual Contract – 0.60% 
Individual  Managed Account – 0.55% 
Wrap Account – 0.55% 
 

 
Small Cap Equity 
International SMID 
 
 

 
Dual Contract – 0.85% 
Individual  Managed Account – 0.75% 
Wrap Account – 0.75% 
 

 
 

Other Investment Advice 

Scout provides periodic research, model portfolios and individual security recommendations to 
our affiliate, UMB Bank, n.a.  We provide this investment advice to UMB Bank on a non-
discretionary basis.  This means that UMB Bank, and its financial representatives, can choose 
to accept, modify or reject our investment advice.    We receive a fixed fee from UMB Bank for 
these services.  Scout also provides investment models, including purchase and sale 
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information, to third-party financial intermediaries for unified managed account programs, 
otherwise known as UMAs.  We also provide these investment models on a non-discretionary 
basis.  We typically receive a fee from the third-party financial intermediary based upon a 
percentage of the total assets using our investment model.  The percentage fee varies between 
different financial intermediaries.    
 

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

For some clients, Scout accepts an investment advisory fee based upon the capital appreciation 
of investments in the account, otherwise known as a performance-based fee.  Other investment 
advisory fees are a fixed dollar amount or a percentage of the client’s asset managed by Scout.  
This difference in types of fees creates an incentive for us to allocate more favorable investment 
opportunities to a performance-based fee account.  It may also create an incentive for us to 
make investments for a performance-based fee account that are riskier than we would 
otherwise make for a non performance-based fee account.  Scout has developed policies and 
procedures to address these potential conflicts of interest.  Scout’s trading policies and 
procedures provide for the fair and equal allocation of investment opportunities to all clients over 
time regardless of the type of fee we receive.  In addition, our investment management policies 
and procedures require that we provide investment advice consistent with a client’s investment 
objectives, guidelines and restrictions.  We regularly review compliance with these policies and 
procedures. 
 

Item 7 – Types of Clients 
 
Scout provides discretionary investment management services to registered and unregistered 
investment companies, institutional accounts (such as pension plans, government agencies, 
corporations, trusts, foundations and endowments) and to individuals through separately 
managed accounts (such as individual managed accounts, dual contract and wrap fee 
accounts).  Scout also provides investment advice in the form of model portfolios to financial 
intermediaries and advice on individual securities to our affiliated companies.  Below are the 
minimum account sizes applicable to Scout’s investment management services.  We can waive 
account minimums at our discretion. 
 

Institutional Clients 

The minimum account size for the Global Equity, International Equity, International ADR, 
International SMID, Large Cap Equity, Mid Cap Equity and Small Cap Equity strategies is 
$10,000,000.  The minimum account size for the Core Fixed Income, Core Plus Fixed Income, 
Intermediate Fixed Income, Long Duration Fixed Income and Low Duration Fixed Income 
strategies is $25,000,000.  The minimum account size for the Unconstrained Fixed Income 
strategy is $100,000,000. 

Separately Managed Account Clients 

The minimum account size for separately managed accounts varies by program and investment 
strategy, but usually ranges from $200,000 to $3,000,000.  In general, the minimum total asset 
size for Scout to participate in a separately managed account platform is $10,000,000 in assets 
managed by Scout.  
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Private Fund 

 
Scout, through its Reams division, acts as investment adviser to the Columbus Extended 
Market Fund, LLC, a private investment fund.   The minimum investment size for the Columbus 
Extended Market Fund is $1,000,000. 
 

Other Investment Advice 

 
Scout provides research, model portfolios and individual security recommendations to UMB 
Bank, n.a., an affiliate of Scout on a periodic basis.  Scout does not set an account minimum for 
this advice.  We also provide investment models, including purchase and sale information, to 
third-party financial intermediaries for use in unified managed accounts, otherwise known as 
UMAs.  We do not set a minimum account size for underlying UMA participants.  In general, the 
minimum size for Scout to participate in a UMA platform is $10,000,000 in total assets using one 
of our investment models.   
 

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

 
Scout offers an array of investment strategies listed below, as well as customized strategies and 
socially responsible portfolios.  

 Equity Strategies Fixed Income Strategies 
 Global Equity 
 International Equity 
 International ADR 
 International SMID 
 Large Cap Equity 
 Mid Cap Equity 
 Small Cap Equity 

 

 Core Fixed Income 
 Core Plus Fixed Income 
 Intermediate Fixed Income 
 Long Duration Fixed Income 
 Low Duration Fixed Income  
 Unconstrained Fixed Income 

Methods of Analysis 
 
Global Equity 
 
The Global Equity strategy is a multi-cap, global equity product that seeks to invest in high-
quality companies located anywhere in the world through the use of portfolio construction and 
underlying investment strategies.  The Global Equity strategy employs a combination top-
down/bottom-up investment process.  The management team establishes country and sector 
targets based on the global economy and secular trends.  The management team will not 
ordinarily overweight any one sector by more than 150% or underweight by less than 50%.  The 
management team, using its asset allocation process, establishes over/underweight sector 
targets as well as the U.S./International split.  Once desirable sectors or industries are identified, 
the management team relies upon the underlying investment strategies from the different Scout 
management teams to place specific portfolio holdings.   
 
International Equity and International ADR 
 
The Scout International Equity and International ADR strategies seek to invest in established 
companies either located outside the U.S. or whose primary business is carried on outside the 
U.S.  The management team identifies long-term themes based on economic, political and 
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market trends of the various countries that the strategies may invest in as well as which 
economic sectors are believed to present the best prospects in view of global, domestic and 
local economic conditions.  Preferred country characteristics include political and economic 
stability as well as respect for the rule of law.  The trends influence sector and country 
weightings as the team researches companies emerging from the intersection of preferred 
countries and favored sectors.  The management team conducts a fundamental analysis of 
potential investments focusing on companies known for high-quality.  Fundamental 
characteristics include a company’s assets, personnel, sales, earnings and location.  The 
management team also examines a company’s growth potential, including earnings growth, 
stability of earnings growth and cash flow growth.  The management team exhibits a preference 
for American Depositary Receipts (ADRs) to reduce cost and increase accounting transparency 
of the underlying holdings.  The International ADR strategy invests only in ADRs, or other dollar 
denominated securities.  The management team will not ordinarily invest more than 25% of the 
portfolio in any one country or more than 20% in emerging markets. 
 
International SMID 
 
The Scout International Small/Mid Equity strategy seeks to invest in small and mid-cap 
companies that are either located outside the U.S. or whose primary business is carried on 
outside the U.S.  The management team identifies long-term themes based on economic, 
political and market trends of the various countries that the strategy may invest in as well as 
which economic sectors are believed to present the best prospects in view of global, domestic 
and local economic conditions.  Preferred country characteristics include political and economic 
stability as well as respect for the rule of law.  The management team selects companies that it 
believes offer good growth potential and are attractively priced relative to their fundamental 
characteristics.   A company’s growth potential includes earnings growth, stability of earnings 
growth and cash flow growth.  The management team conducts a fundamental analysis of 
potential investments considering factors such as cash flow, financial strength, profitability and 
potential or actual catalysts that could positively impact share prices.  The management team 
exhibits a preference for ADRs to reduce cost and increase accounting transparency of the 
underlying holdings.  The management team will ordinarily diversify the portfolio amongst 
several different countries.  The management team will not ordinarily invest more than 25% of 
the portfolio in any one industry or more than 20% in emerging markets. 
 
Large Cap Equity 
 
The Large Cap Equity strategy combines a fundamental, bottom-up approach to stock selection 
with a top-down focus on the macro economy.   The management team believes that favorable 
companies have strong fundamentals, a sustainable competitive advantage and proven 
management teams.  In addition, the management team places emphasis on portfolio 
construction as it considers the overall impact of adding or deleting a security from the portfolio.  
An internal research staff screens all publicly traded companies with market capitalizations 
similar to companies in the S&P 500 Index using the following criteria: 

 Five-year historical Earnings Per Share (EPS) growth.  
 Consistency of EPS growth.  
 Sales growth.  
 Return on equity.  
 Debt-to-total-capital ratio. 

 
The strongest companies in this analysis are further evaluated using various measures such as 
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absolute Price/Earnings (P/E) Ratio, relative P/Sales Ratio, and P/Book Ratio.  The 
management team typically invests at least 80% of the portfolio in large cap securities.  The 
management team may also invest up to 20% of the portfolio in international securities, 
including ADRs, in countries located in developed and emerging markets.   
 
Mid Cap Equity 
 
The Scout Mid Cap Equity strategy uses a combination top-down and bottom-up approach.  The 
strategy invests primarily in companies with a market cap range between $1.5 and $17 billion.  
The management team may also invest up to 20% of the portfolio in international securities, 
including ADRs, in countries located in developed and emerging markets.  The management 
team uses a top-down approach, monitoring over 100 economic and sentiment indicators on a 
weekly basis in order to assess the investment climate.  The team combines this data with 
information gathered from other sources such as outside news and research services, and 
information from Scout’s own research department in order to generate investment themes that 
influence sector allocation.  In addition, the management team runs screens to generate stock 
lists for further research.  Once a company or sector of the market has been identified as a 
possible investment opportunity, the management team conducts a disciplined bottom-up 
research process.  The team may consider fundamental factors such as cash flow, financial 
strength, profitability, statistical valuation measures, potential or actual catalysts, accounting 
practices, management quality, risk factors such as litigation, the estimated fair value of the 
company, general economic and industry considerations, and additional information as 
appropriate.  The team tracks the discount (or premium) of each stock compared to the 
estimated value.  This is intended to identify opportunities and risks in real-time as prices move.  
The valuation estimate is based on the discounted earnings model for each stock.  Companies 
that the management team believes possess both excellent fundamentals and valuations are 
usually given higher weights in the portfolio, although the risk of the individual security and 
sector weights are also considered when determining position sizes. 
 
Small Cap Equity 
 
The Small Cap Equity strategy invests in publicly traded securities with a market capitalization 
of $3 billion or less.  The management team may also invest up to 10% of the portfolio in 
international securities, including ADRs, in countries located in developed and emerging 
markets.  The management team searches for companies that it believes are positioned to 
benefit from the emergence of long and short-term catalysts for revenue and earnings growth. 
The identified growth catalysts may be characterized as long-term and secular.  Or, they may be 
short-term in nature and associated, for example, with a new product introduction or a cyclical 
industry upturn.  Following the identification of well-positioned companies, the management 
team estimates the fair value of each candidate by assessing: margin structure, growth rate, 
debt level, and other measures which it believes influence relative stock valuations.  The overall 
company analysis includes the assessment of the liquidity of each security, sustainability of 
profit margins, barriers to entry, company management, and free cash flow.   
 
Core Fixed Income, Core Plus Fixed Income, Intermediate Fixed Income, Long Duration 
Fixed Income and Low Duration Fixed Income 
 
The Core Fixed Income, Core Plus Fixed Income, Intermediate Fixed Income, Long Duration 
Fixed Income and Low Duration Fixed Income strategies attempt to maximize total return over a 
long-term horizon through opportunistic investing in a broad array of eligible sectors.  The 
management team’s investment process combines active duration and yield-curve management 
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with bottom-up issue selection, focusing on undervalued sectors of the fixed income market.  
The management team manages the duration of the portfolio by determining whether the bond 
market is cheap or expensive.  The determination is made by comparing real (inflation-adjusted) 
interest rates available in the market to historical real interest rates.  When current real rates are 
perceived to be relatively high, portfolio duration will be lengthened above benchmark levels and 
when current real rates are perceived to be below historical levels, portfolio duration is 
positioned below that of the benchmark.  Yield-curve exposure is determined by comparing the 
current difference between 2-year and 30-year Treasury yields (the yield-curve spread) to 
historical norms and gradually increasing the bulleted or barbelled configuration of the portfolio 
as the yield-curve spread moves below or above normal levels.   Once the management teams 
sets the market strategy, attention is turned to selecting the most attractive bonds for the 
portfolio.  The management team approaches bond selection with several important 
assumptions.  First, the belief that most bond investors pay a premium for yield.  Therefore, the 
management team focuses on the portfolio's total return rather than simply building yield into 
portfolios.  The management team also believes that the bond market is inherently volatile and, 
therefore, securities are purchased that the management team believes will outperform in a 
volatile interest rate environment.  Finally, the strategies have a bias toward unique securities 
that are often mispriced, such as well-structured mortgage-backed securities, asset-backed 
issues, and secured and senior debt.  After subjecting all bonds under consideration to an in-
depth scenario analysis, the management team seeks to select those bonds with the highest 
risk-adjusted return. 
 
The Core Plus Fixed Income strategy differs in sectors eligible for inclusion and can include 
non-dollar and high-yield securities. 
 
The Intermediate Fixed Income, Long Duration Fixed Income and Low Duration Fixed Income 
strategies differ in the average duration constraints determined for portfolios.   
 
Unconstrained Fixed Income 
 
The Unconstrained Fixed Income strategy seeks to maximize total returns by systematically 
pursuing relative value opportunities throughout all sectors of the fixed income market.  The 
management team’s disciplined investment philosophy and process are used to identify and 
evaluate relative value opportunities and the “best ideas” are selected for use in portfolios.  
Although the product has historically focused on the high yield credit sector where attractive 
relative value opportunities have been available, the management team seeks opportunities in 
all sectors of the fixed income market including investment grade and high yield credit, 
government debt, agencies, mortgage-backed securities, asset-backed securities, emerging 
market securities, and non-dollar securities.  Unlike a hedge fund, the strategy does not borrow 
money nor will it purchase securities on margin; however, derivative instruments may be 
utilized.  Given the relative value and “best ideas” strategy, the strategy is not managed against 
a benchmark.  Average portfolio duration is generally between 0 to 6 years. 
 

Risk of Loss 
 
Market Risks 
 
Investing in securities involves risk of loss that you should be prepared to bear.   Each 
investment strategy is subject to market, economic and business risks that will cause 
investment prices to fluctuate over time, sometimes rapidly and unpredictably.  Different types of 
investments shift in and out of favor depending on market and economic conditions that may 
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affect individual companies or industries, or the securities market as a whole.  At various times, 
stocks will be more or less favorable than bonds, and small company stocks will be more or less 
favorable than large company stocks.  During general economic downturn in the securities 
markets, multiple asset classes may be negatively affected.  Yields and principal values of debt 
securities (bonds) will fluctuate.  Generally, values of bonds change inversely with interest rates.  
As interest rates go up, the value of bonds tends to go down.  These fluctuations tend to 
increase as a bond’s time to maturity increases, so a longer-term bond will decrease more for a 
given increase in interest rates than a shorter-term bond. 
 
International Investing Risk 
 
International investing poses additional risks.  If a security owned by a portfolio is denominated 
in a foreign currency, the value of the foreign currency may fluctuate relative to the U.S. dollar 
and cause a loss to your portfolio.  International markets may be subject to political instability, 
which may make foreign investments more volatile than investments in domestic markets.  
International markets are not always as liquid as in the U.S., sometimes making it harder to sell 
a security.  In addition, foreign companies may not be subject to comparable accounting, 
auditing and financial reporting standards as U.S. companies, and therefore, information about 
the foreign companies may not be readily available.  The risks of investing in foreign securities 
may be increased if the investments are located in developing countries or emerging markets.  
Security prices in emerging markets can be significantly more volatile than those in more 
developed markets, reflecting the greater uncertainties of investing in less established markets 
and economies.  These risks are inherently passed on to our clients.  The International Equity, 
International ADR and International SMID strategies invest primarily in international securities.  
The Global Equity and Unconstrained strategies may investment primarily in international 
securities.    
 
Mid Cap and Small Cap Company Risks 
 
Generally, mid cap and small cap companies have more potential for rapid growth.  However, 
they often involve greater risk than large cap companies.  These companies may not have the 
management experience, financial resources, product diversification and competitive strengths 
of larger companies.  Therefore, the securities of mid cap and small cap companies are 
generally more volatile than the securities of larger, more established companies.   Mid cap and 
small cap company stocks tend to be bought and sold less often and in smaller amounts than 
larger company stocks.  Because of this, if Scout wants to sell a large quantity of a mid cap or 
small cap company stock, it may have to sell at a lower price than we might prefer, or we may 
have to sell in small quantities over a period of time.  The Mid Cap Equity, Small Cap Equity and 
International SMID strategies primarily invest in mid cap and small cap companies.   
 
Portfolio Turnover Risk 
 
The Mid Cap Equity, Core Fixed Income, Core Plus Fixed Income, Intermediate Fixed Income, 
Long Duration Fixed Income, Low Duration Fixed Income and Unconstrained Fixed Income 
strategies may experience a high annual portfolio turnover rate.  When a portfolio experiences a 
high portfolio turnover rate, you may realize significant taxable capital gains as result of frequent 
trading.  The portfolio will also incur additional transactional cost in connection with buying and 
selling securities which may lower your account’s overall return.    
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Mortgage and Asset-Backed Securities Risk 
 

The Core Fixed Income, Core Plus Fixed Income, Intermediate Fixed Income, Long Duration 
Fixed Income, Low Duration Fixed Income and Unconstrained Fixed Income strategies may 
invest in mortgage-backed and other asset-backed securities.  Movements in interest rates 
(both increases and decreases) may quickly and significantly reduce the value of certain types 
of mortgage and asset-backed securities.  Mortgage and asset-backed securities can also be 
subject to the risk of default on the underlying mortgages or other assets.  Mortgage and asset-
backed securities can also be subject to the risk of default and prepayment. 
 
High Yield Securities Risk 
 
The Core Plus Fixed Income strategy may invest in high yield securities.  The Unconstrained 
Fixed Income strategy may invest primarily in high yield securities.  High yield securities involve 
greater risk than investment grade securities, including the possibility of default or bankruptcy.  
They tend to be more sensitive to economic conditions than higher-rated debt securities and, as 
a result, are generally more sensitive to credit risk than securities in the higher-rated categories. 
 
Derivative Securities Risks 
 
The Core Fixed Income, Core Plus Fixed Income, Long Duration Fixed Income and 
Unconstrained Fixed Income strategies may invest in derivatives, including credit default swaps 
and related instruments, such as credit default swap index products.  These derivative securities 
may be used to enhance returns, increase liquidity and/or gain exposure to certain instruments 
in the market (such as the corporate bond market) in a more efficient or less expensive way.  
The Long Duration Fixed Income and Unconstrained Fixed Income strategies may also invest in 
interest rate derivatives to manage duration and yield curve exposure.  Derivative securities are 
instruments or contracts the value of which is derived from the performance of an underlying 
financial instrument, asset, index or obligation.  Credit default swaps and other types of 
derivative securities may involve greater risks than if a portfolio invested in the obligation 
directly.  These instruments are subject to general market risks, liquidity risks and credit risks 
(including counter-party risks), and may result in a loss of value to your portfolio.  The derivative 
securities market may also be subject to additional regulations in the future. 
 

Item 9 – Disciplinary Information 

We do not have any legal, financial or other disciplinary items to report to you.   

 

Item 10 – Other Financial Industry Activities and Affiliations 

The following companies have a relationship with Scout that is material to our advisory 

business: 

 UMB Financial Corporation is a bank holding company and a financial holding company.  
Scout is a wholly owned subsidiary of UMB Financial Corporation.  Certain directors, 
officers and employees of Scout are also directors and officers of UMB Financial 
Corporation.   
 

 Scout Distributors, LLC provides marketing services on behalf of Scout.  This includes 
meeting with our clients, introducing clients to us and acting as our agent to perform 
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marketing services for us.  Employees of Scout Distributors receive referral fees and 
compensation from us for their services.  Scout Distributors is a wholly owned subsidiary 
of UMB Financial Corporation. 

 
 The Scout Funds are a series of registered investment companies.  The Scout Funds 

consist of the Scout Stock Fund, Scout Mid Cap Fund, Scout Small Cap Fund, Scout 
International Fund, Scout International Discovery Fund, Scout Global Equity Fund, Scout 
Core Bond Fund, Scout Core Plus Bond Fund and the Scout Unconstrained Bond Fund.  
We act as the investment adviser to the Scout Funds.  Certain directors, officers and 
employees of Scout are also trustees and officers of the Scout Funds. 

 

 The Columbus Extended Market Fund, LLC is a private investment fund for which Scout 
acts as investment adviser and managing member.  

 

 UMB Bank, n.a. is a national banking association, which offers a full range of banking 
services to commercial, retail, government and correspondent bank customers.  UMB 
Bank, n.a. acts as custodian for some clients of Scout.  The Investment and Wealth 
Management division of UMB Bank may recommend Scout as an investment manager 
to their customers.  UMB Bank, n.a. is a wholly owned subsidiary of UMB Financial 
Corporation. 

 

 UMB Fund Services, Inc.  provides transfer agency, accounting and other administrative 
services to registered and unregistered pooled investment vehicles.  UMB Fund 
Services is the transfer agent to the Scout Funds.  UMB Fund Services also acts as 
administrator to the Columbus Extended Market Fund.   UMB Fund Services is a wholly 
owned subsidiary of UMB Financial Corporation.  
 

 UMB Distribution Services, LLC is a registered broker-dealer and acts as underwriter to 
the Scout Funds.  Some employees of Scout and Scout Distributors are broker-dealer 
representatives of UMB Distribution Services.   UMB Distribution Services is a wholly 
owned subsidiary of UMB Fund Services. 

 

 Prairie Capital Management, LLC is a registered investment adviser that provides wealth 
management services and serves as investment manager to proprietary pooled 
investment vehicles, including hedge funds and private equity funds.  Prairie Capital 
Management may recommend Scout as an investment manager to their clients.  Prairie 
Capital Management is a wholly owned subsidiary of UMB Financial Corporation. 

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

Transactions and Personal Trading 
 

Code of Ethics and Personal Trading 

 
Employees of Scout, and its affiliate Scout Distributors, may buy and sell securities for their own 
personal accounts that are also bought and sold for accounts managed by Scout.  Scout has 
adopted and enforces a Code of Ethics that sets forth standards of conduct required for all 
employees of Scout and Scout Distributors.  Any employee with access to non-public 
information about our clients’ holdings or trading, as well as any employee who is involved in, or 
has access to, our investment recommendations, is subject to personal trading restrictions and 
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reporting.  These employees are required to provide an initial and annual holdings report 
showing securities they personally own.   On a quarterly basis, they are also required to submit 
reports showing their personal trades.  These employees must receive prior authorization before 
buying or selling certain securities for their personal account.  Authorization is granted only if the 
security is not held in a client account or, if the security is held in a client account, authorization 
is granted only if the employee’s trade meets specific requirements designed to limit potential 
conflicts with our clients’ investments.  These requirements vary depending upon the nature of 
the employee’s responsibilities.  They include holding periods, a minimum market capitalization 
for investment and limitations on timing of the trade in relation to trading in client accounts.  
These personal trading restrictions and reporting obligations are not applicable for employee 
investments that we believe do not present a significant conflict with our client’s investments (for 
example, mutual fund purchases/redemption and trades that are not voluntary on the part of the 
employee.)  On a quarterly basis, compliance officers review reports to seek to confirm that 
employees have followed our personal trading procedures as well as to review for compliance 
with our other policies and procedures.  You can receive a copy of our Code of Ethics by calling 
us at 877.726.8842. 
 

Participation in Client Transactions 
 

Scout provides investment recommendations to its affiliate, UMB Bank.  These 
recommendations include securities that we may also recommend for your account.  Therefore, 
UMB Bank may be buying and selling the same securities at the same time that we are buying 
and selling securities for your account.  We only provide investment recommendations for 
securities that we believe have a high volume of trading so that our recommendation will not 
significantly impact our trading for your account.   
 
Some clients of Scout invest in the Scout Funds, a series of registered investment companies 
for which Scout acts as investment adviser.  We receive an investment management fee from 
the Scout Funds based upon a percentage of each fund’s average daily net assets, as 
described in each funds’ prospectus.  We will not charge you a separate advisory fee on any of 
your assets that we manage that are invested in the Scout Funds.  UMB Bank and UMB Fund 
Services receive separate fees from the Scout Funds for providing custody, transfer agency, 
administration, fund accounting and other services to the Scout Funds.   
  
Clients of Scout may also invest in the Columbus Extended Market Fund, LLC, a private 
investment fund for which Scout acts as investment adviser and managing member.   We do not 
receive a direct fee from the fund.  Instead, the fund is used as an investment vehicle for some 
of our institutional clients from which we receive an advisory fee.   UMB Bank and UMB Fund 
Services also receive separate fees from Scout for providing custody, administration, fund 
accounting and other services to the Columbus Extended Market Fund.   
 

Item 12 – Brokerage Practices 

Selection of Broker-Dealers  
 
Scout seeks to obtain best execution for our clients’ trades.  Best execution means the best 
available execution of securities transaction for your account consistent with the circumstances 
that exist at the time.  Scout, including its Reams Asset Management division (Reams), uses a 
number of quality factors in selecting broker-dealers to execute your account’s trade.  These 
include the following:  
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 Our perception of the broker-dealer’s financial well-being. 
 The broker-dealer’s overall level of trading expertise and execution capability. 
 The broker-dealer’s infrastructure and compatibility with existing systems. 
 Access to research and brokerage services, including the quality of research and other 

information available from the broker-dealer. 
 Prices and commissions at which your account’s trades are executed. 
 Prices quoted by the broker-dealer compared to other quotes received by other broker-

dealers. 
 The ability of the broker-dealer, or trading system, to maintain confidentiality while 

executing trades. 
 The willingness of a broker-dealer to enter into difficult transactions or process smaller 

orders. 
 The broker-dealer’s timeliness and responsiveness in placing trades. 
 The ability of the broker-dealer to place trades in multiple markets and access to over-

the-counter trading platforms and other electronic trading systems. 
 Our overall perception of the broker-dealer’s performance in executing our clients trades. 

 
When we select a broker-dealer to execute a trade for your account, we may use one or more of 
these factors.  No single factor is determinative.  We will not necessarily seek to obtain the 
lowest commission, but rather try to obtain the best overall execution.  For transactions in equity 
securities and U.S. Government securities executed in the over-the-counter market, purchases 
and sales are transacted directly with principal market-makers, except in those circumstances 
where, in our opinion, better prices and executions are available elsewhere.   Fixed income 
trades are placed by our Reams division.  Within the Reams division, we use minimum cost 
broker-dealers to the fullest extent possible.  When we feel it is in your best interest, we will 
attempt to get bids from at least two broker-dealers.  However, due to the nature of fixed income 
trading, often we do not seek multiple bids, particularly if we believe it is not beneficial to your 
trade.  Over the counter derivative arrangements are entered into with a bank or broker-dealer 
acting as principal counterparty.  These arrangements are entered into on behalf of our clients 
with only a small number of approved counterparties.  We cannot guarantee that these 
counterparties will be able to meet their financial obligations. However, we will periodically, and 
no less often than annually, review the financial well being of these approved counterparties. 
 

Research and Other Soft Dollar Benefits 
 
Scout considers the quality of research and brokerage services (soft dollar services) it obtains 
from broker-dealers when we select broker-dealers to execute your account’s trades.  Soft 
dollar services include proprietary research, or research that is developed by the broker-dealer 
executing a trade.  We also receive third-party research, or research that is provided by the 
broker-dealer executing a trade, but created by someone else.  In this arrangement, a portion of 
your commission is used to pay the third-party for the research.  This kind of third-party 
research arrangement has the potential to further our ability to obtain best execution while still 
obtaining beneficial soft dollar services.  The types of both proprietary and third-party soft dollar 
services include: 

 market data, such as exchange data, financial charting tools, newsletters, and 
comparative performance analysis 

 information on particular companies or the advisability of purchasing and selling 
particular securities 

 access to research analysts or company representatives 
 access to Bloomberg terminal data and trading functions, and 
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 services relating to trade execution, clearance, settlement or other trading matters. 
 

The soft dollars services are used by us to make investment decisions for you and better 
execute trades for your account.  When we use your account’s brokerage commissions to 
obtain soft dollar services, we receive a benefit because we do not have to produce or pay for 
the research, products or services.  Therefore, we have an incentive to select broker-dealers 
based upon our interest in receiving the soft dollar services, rather than on your interest in 
receiving the most favorable execution.  We may cause your account to pay commissions that 
are higher than those charged by other broker-dealers (pay up) in return for soft dollar services.  
An important part of our broker-dealer selection is our evaluation of the benefits received by you 
through our use of soft dollar services.  We will only obtain soft dollar services if we determine 
that it is eligible under Section 28(e) of the Securities Exchange Act of 1934.  We also 
determine that the soft dollar services provide lawful and appropriate assistance in the 
performance of our investment management services and that the commissions paid are 
reasonable in relation to the value of the soft dollar services that we receive.  Scout develops a 
soft dollar budget based upon our perceived value and desired receipt of the soft dollar 
services.  This soft dollar budget guides our selection of broker-dealers.   It is often difficult to 
place a dollar value on the soft dollar services we obtain.  Our evaluation is primarily based on 
the professional opinion of our employees who are responsible for approving and reviewing the 
receipt of soft dollar services.  Soft dollar services benefit all of our clients and not only those 
clients that paid the commission.  We do not seek to allocate the benefit of soft dollar services to 
client accounts proportionate to the commissions which generate the soft dollar services.  Our 
Reams division does not pay up for soft dollar services.  However, the Reams division may 
consider company reports and other information obtained from broker-dealers as a factor in 
determining the best execution of fixed income trades.  Our fixed income clients may also 
benefit from soft dollar services that are paid by other clients’ commissions. 
 

Directed and Designated Broker-Dealers 

 
Scout permits clients to direct or designate a particular broker-dealer(s) to execute trades for 
their account (directed brokerage).  Clients will often use directed brokerage through a wrap fee 
platform, or similar program, where commission expenses are bundled together with the overall 
fee paid to a financial representative or custodian.  Clients also use directed brokerage through 
commission recapture programs and other expense sharing arrangements.  When you use 
directed brokerage, we will ordinarily place your trades differently than we place trades for other 
clients that do not direct or designate us to use a particular broker-dealer.  When you use 
directed brokerage, we will generally not be able to negotiate commissions on your behalf for 
those trades.  We may not be able to obtain volume discounts on commissions for those trades 
by aggregating your orders with our other clients.  You may also not receive other benefits 
available, such as the savings on execution costs and ability to use specialized trading venues.  
Therefore, your trades may not receive as favorable an execution as we might otherwise be 
able to achieve if you did not direct or designate a particular broker-dealer.  For clients that have 
a designated broker-dealer through a wrap fee platform, or similar program, Scout may still 
place trades with other broker-dealers.  We will do this when we reasonably believe that it is 
necessary in order to obtain best execution.  In deciding this, we consider efficiency, execution 
capabilities, the liquidity of the security and other relevant factors.  If we place a trade through 
another broker-dealer, your account may be charged commissions or fees that are not included 
in the wrap fee you pay to your financial representative or custodian.  If you instruct us to use 
directed brokerage subject to best execution, we will ordinarily place your trades in the same 
manner as our other clients.  However, we cannot guarantee that we will be able to place a 
specific percentage of your account’s trades with the designated broker-dealer(s).    If your 
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account’s assets are subject to the Employee Retirement Income Security Act of 1974 (ERISA), 
you and/or the plan’s governing body must determine that the directed brokerage is appropriate 
for the account.  It is also your responsibility to determine that the use of directed brokerage is 
reasonable in relation to the benefits received by the plan and that any benefits from the 
directed brokerage will be for the sole benefit of plan participants. 
 

Aggregation, Allocation and Placement of Trades 

 
Aggregation of Trades 
 
When we believe it is in your best interest, we may join your order with other clients to purchase 
and sell the same investment(s), otherwise known as an aggregated order.  To the extent 
practical, trade orders involving the same security (or group of securities) for clients using 
different investment strategies may be aggregated.  At times, different portfolio managers may 
place orders to buy or sell the same security with different price expectations.  For example, one 
portfolio manager may place a higher value on a particular security, and therefore is willing to 
pay more for the security than another manager.  In this event, the purchase or sale order may 
be aggregated based upon the accounts managed by the portfolio manager, rather than 
aggregated with all of the orders buying or selling the same security.  We may choose not to 
aggregate orders for clients in wrap fee platforms, or similar programs where you have a 
designated a broker-dealer to execute your orders, with clients on different platforms or with 
clients who do not use a designated broker-dealer.  We may also choose not to aggregate your 
order with other clients if we feel the order size for your account does not warrant the trading 
costs involved in executing the trade.   
 
Allocation of Trades 
 
Securities acquired or proceeds obtained from the aggregated order will be equally distributed 
between you and the other clients participating in the transaction.  Usually, this means that we 
will allocate aggregated orders on a pro-rata basis.  Exceptions may be made, amongst other 
things, due to unique investment objectives, the size of the order in relation to your account size 
or where a pro-rata allocation is impractical or undesirable for one or more client accounts.  If an 
aggregated order cannot be completely filled, the completed order will generally be allocated 
pro rata based on the original order size.  In cases where client accounts would receive less 
than a desirable number of securities due to the incomplete fill, the aggregated trade may be 
allocated to client accounts on a random basis or as deemed suitable by the portfolio manager. 
 
Placement of Trades 
 
Scout will place trades in a manner that is fair and equal to all clients over time.  A purchase or 
sale order for a single account will generally be placed based upon when the order is generated.  
Frequently though, trade orders are created for multiple clients or groups of clients buying or 
selling the same security.  We have developed written equity trading procedures covering the 
timing of trades between different groups of client accounts.  These different groups of client 
accounts include: 
 

 Institutional Accounts:  These accounts typically include mutual funds, pension plans, 
private funds, foundations, endowments, but can also include individuals that do not hire 
Scout through a financial intermediary and individually managed accounts that do not 
have a platform designated broker-dealer, and   
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 Wrap Accounts:  These clients typically include wrap fee accounts and other managed 
accounts that have a platform designated broker-dealer.  For purposes of our trading 
procedures, these accounts also include unified managed account (UMA) platforms. 

 
When we buy or sell the same security (or group of securities) for both client groups, we 
randomly decide whether trades for the Institutional Accounts or Wrap Accounts will be placed 
first.  For Institutional Accounts, we then randomly decide the order in which clients with directed 
brokerage will be placed in relation to other Institutional Accounts without directed brokerage.  
For Wrap Accounts, we then randomly decide the order in which the trades will be placed with 
the directed or platform selected broker-dealers (or in the case of UMAs, the order in which the 
trade information is communicated to the platform representative.)  On occasions, client 
investment guidelines, cash (availability or needs) or other practical considerations may cause 
us to vary from these procedures.  For example, if we are placing trades for a foreign security, 
and your account is not eligible for foreign securities, we may place your trade in the directed 
account group in order to purchase a dollar denominated version of the foreign security.  Often 
times, we place orders where a client has a specific need.  For example, trades may be placed 
during the initial investment of the account or to rebalance the account due to client investment 
guidelines.  In these cases, we will place the order when it is created by the portfolio manager.  
When we provide purchase and sale information to third-party intermediaries in a UMA platform, 
the intermediary retains investment discretion.  If the intermediary decides to buy or sell the 
security, they may do so prior to, or at the same time that we are also placing the same or 
similar trades for our clients.  This may affect the availability of securities and the prices we are 
able to obtain.   
 
Scout, through its Reams division, has also developed written fixed income trading procedures.  
These procedures are also designed to place trades in a manner that is fair and equal to all 
clients over time.  Fixed income trades are placed in a manner which tends to structure 
portfolios with matching objectives in a similar fashion, while observing constraints of minimum 
position size, maximum position number, liquidity requirements and maintaining individualized 
treatment of portfolios in the light of each client’s unique circumstances.  Portfolios with similar 
objectives may become different due to investment policy differences, tax considerations, 
unique inflows and outflows, and differences in absolute size.  Trades may also be allocated to 
some client accounts and not others due to the adjustments that are required to offset these 
differences. 
 
Use of Converted ADRs 
 
Scout may purchase foreign securities on behalf of clients through the use of American 
Depositary Receipts, Global Depositary Receipts or similar securities (ADRs).  We also use 
converted ADRs, where ordinary shares of a foreign issuer are purchased and deposited with a 
bank and converted into a dollar dominated ADR.  We do this when we believe there is not 
sufficient liquidity in the market or when the U.S. markets are not open.  These transactions 
typically involve foreign exchange fees, ADR conversion fees and related costs which are 
reflected in a net price that you pay or receive. 
 
IPOs and Restricted Securities 
 
Initial Public Offerings (IPOs) and restricted securities are offerings of securities that frequently 
are of limited size and limited availability.  IPOs may also become “hot issues,” which are 
offerings that trade at a premium above the initial offering price.  In some situations, we may 
receive fewer shares than we requested.  In these cases, we will allocate the remaining shares 
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in accordance with the aggregation allocation procedures described above.  In general, we will 
not purchase equity IPOs or restricted securities for individuals. 
 
Cross-Trades 
 
When we believe it is in your best interest, Scout may arrange for your trade to be executed 
between one or more of our other client accounts (cross-trade.)  When conducting a cross-
trade, we are acting on behalf of two (or more) clients with potentially adverse interests.  
Therefore, we will arrange the cross-trade to be effected at an independently determined market 
price.  We will not receive a commission or other consideration (other than our usually advisory 
fee) for conducting the cross-trade.  We will only conduct a cross-trade for a security where 
market quotations are readily available.  
 

Item 13 – Review of Accounts 

Scout’s portfolio managers are primarily responsible for reviewing and managing client accounts 
in accordance with your investment objectives and guidelines.  Various members of our staff, 
including the Chief Compliance Officer, the Chief Operating Officer and the Director of Client 
Services are responsible for establishing procedures for the review of client accounts for 
consistency with any written client investment guidelines.  Within Scout’s Reams Asset 
Management division (Reams), the President, Director of Client Services and Director of 
Portfolio Accounting are responsible for establishing these procedures for our fixed income 
clients.  In general, Scout, including Reams, uses automated systems integrated into one of our 
order management systems to monitor compliance with investment guidelines.  If an investment 
guideline is breached, these systems issue reports that are communicated to the individuals 
mentioned above.  Additional reviews may be performed periodically by portfolio managers and 
traders to monitor your portfolio’s position weightings compared to other portfolios using a 
similar investment strategy. 
 
Scout provides institutional clients with periodic reports that usually include account holdings, 
portfolio commentary and performance information.  Other information may be included as 
agreed to between us and the client.  These reports are provided on a monthly or quarterly 
basis.  We also provide a variety of reports to the Scout Funds.  These include investment 
reports, administrative and financial reports, compliance reports and other information provided 
quarterly to the Scout Funds’ board of trustees.  Separately managed account clients typically 
receive investment reports directly from your financial representative.  For more information, 
please contact your financial representative. 
 

Item 14 – Client Referrals and Other Compensation 

Scout has hired HRC Portfolio Solutions, LLC (HRC) to market our equity advisory services, 
primarily to national brokerage firms.  HRC’s fees are based upon a percentage of the advisory 
fees received by Scout from those clients who are either introduced by HRC or become clients 
of ours through specific separately managed account programs to which HRC markets.  All fees 
are paid entirely by us and do not change the advisory fee you pay to us.  Additionally, 
employees of Scout Distributors, our affiliate, receive referral fees and compensation for 
soliciting clients on our behalf.  These arrangements are governed by Rule 206(4)-3 under the 
Investment Advisers Act of 1940.  
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Item 15 – Custody 

Scout may be deemed to have custody of client assets because we receive a direct deposit of 
fees or because your custodian is affiliated with us.  In those cases, we will confirm that your 
assets are held with a qualified custodian.  The custodian will send quarterly, or more frequent, 
account statements and you should carefully review those statements.  If you also receive 
account statements from us, we urge you to compare the account statements you receive from 
your qualified custodian with the account statements you receive from us. 
 
Item 16 – Investment Discretion 

When Scout has been given investment discretion over an account, we have the sole authority 
to buy and sell securities in your account without having to consult with you prior to a trade.  Our 
discretionary authority is provided by you, or your financial representative, through a limited 
power of attorney that is usually contained in the agreement that you or your financial 
representative signs with us.  Our discretionary authority is customarily limited only by the 
investment guidelines or restrictions that you, or your financial representative, place on your 
account.  Additionally, you, or your financial representative, may direct the purchase, sale or 
retention of specific securities for certain purposes, such as tax management or opening or 
closing your account.  We do not usually act on behalf of our clients in connection with legal 
proceedings, including class action settlements, involving securities held in client accounts.  We 
recommend that you consult with your legal counsel for these matters.   

Item 17 – Voting Client Securities 

For those clients who have given Scout the authority to vote on proxy matters in securities held 
in their account, Scout has adopted policies and procedures reasonably designed to vote 
securities in the best interest of the client.  Voting rights are exercised by us on issues that we 
believe will have an effect on the value of the security.  We vote securities in an attempt to 
maximize or protect the value of the security.  We look at both the short-term and long-term 
consequences of the voting matter.  Scout may not vote every proxy matter if we determine in 
good faith that refraining from voting is in your best interest.  Examples include: 

 where casting a vote may require extraordinary expense, such as traveling to a foreign 
country to vote in person or retaining local powers of attorney; 

 when ballots are not received on a timely basis in order to allow us to vote, or make an 
informed decision on the voting matter; 

 where there is inadequate information on the proxy item; 
 where it appears to be no relationship between the proxy voting matter and underlying 

investment’s value; or  
 where casting a vote may cause us to lose the ability to trade the security.  

 
Scout has adopted standard proxy voting guidelines.  We have also retained a third-party proxy 
advisory firm to assist in the collection and review of ballots and to provide us with voting 
recommendations based upon our voting guidelines.  However, we believe that these standard 
voting guidelines should be applied with a measure of flexibility.  Therefore, we may vote your 
securities other than as described in our standard voting guidelines, if we reasonably believe 
that is in your best interest to do so.  In these situations, a portfolio manager or Scout’s Chief 
Investment Officer will submit the voting determination to our Proxy Voting Committee for review 
and approval.  You may direct how Scout will vote securities for your account by providing us 



22 
 

with your own written proxy voting guidelines.    
 
At times, a proxy vote may present us with the potential for a conflict of interest between Scout 
and our clients.  Examples include: 

 where the issuer of a security is also a client of Scout or of one of our affiliates; 
 where the issuer has a material interest in Scout or one of our affiliates; 
 if an officer or director of the issuer is an officer or director of Scout or one of our its 

affiliates; or 
 or where the issuer is Scout or one of our affiliates. 

 
If a security vote presents the potential for a material conflict of interest, we will vote the matter 
in accordance with the recommendation of the third-party proxy advisory firm based upon our 
standard voting guidelines.   If no such recommendation is available and our standing voting 
guidelines do not cover the matter, we will refer the vote to you and we will vote in accordance 
with your response.  You may receive a copy of our Proxy Voting Policy and information about 
how we voted securities for your account by calling us at 877.726.8842. 

Item 18 – Financial Information 

We are required to provide you with certain financial information or disclosures about our 
financial condition.  We do not believe that we have a financial commitment that impairs our 
ability to meet contractual and fiduciary commitments to you and we have not been the subject 
of a bankruptcy proceeding.  We do not require or solicit pre-payment of any type of client fees 
in advance. 
 


