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Item 1 – Cover Page 
 

RiverFront Investment Advisors, LLC 

9011 Arboretum Pkwy, Suite 110 

Richmond, VA 23236 

804-549-4800 

www.riverfrontig.com 

March 31, 2011 
Form ADV, Part 2;  our “Disclosure Brochure” or “Brochure”  as required by the Investment 

Advisers Act of 1940 is a very important document between Clients (you, your) and 

“RiverFront” (us, we, our).   

This brochure provides information about the qualifications and business 

practices of RiverFront Investment Advisors, LLC.  If you have any questions 

about the contents of this brochure, please contact us at 804-549-4800 and / or 

info@riverfrontig.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 RiverFront also is available at the SEC’s website 

www.adviserinfo.sec.gov (click on the link, select “investment adviser firm” and 

type in our firm name).  Results will provide you both Part 1 and 2 of our Form 

ADV. 

We are a registered investment adviser with the Securities and Exchange Commission.  Our 

registration as an Investment Adviser does not imply any level of skill or training.  The oral 

and written communications we provide to you, including this Brochure, is information you 

can use to evaluate us (and other advisers) which are factors in your decision to hire us or 

to continue to maintain a mutually beneficial relationship.     
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Item 2 – Material Changes 

 

1. Initial Filing on 03/31/2011: 

This is our “initial” filing of what we regard as “The New Part 2” of our Form ADV.    This 

document was developed in response to new requirements adopted and imposed by 

the Securities and Exchange Commission (SEC) under the Investment Advisers Act of 

1940 (IA Act).  As a result, this Disclosure Brochure is substantially different from 

previous versions and includes disclosures not specifically required by the Old Part 2. 

2. Material Changes: 

The last annual update of the Form ADV Part II was 3/31/2010. Since the last update, 

RiverFront has made several material changes to our business, they are listed briefly 

below, and are disclosed in our ADV 2: 

1. As of August 2, 2010 RiverFront is the Sub-Adviser to three new open-end 

mutual funds through ALPs Advisors Inc.: 

a. RiverFront Moderate Growth Fund 

b. RiverFront Moderate Growth and Income Fund 

c. RiverFront Long-Term Growth and Income Fund 

2. As of June 30, 2010, RiverFront became the Index Provider for two PowerShares 

Tactical Global Allocation Exchange Traded Funds (ETFs):  the PowerShares 

RiverFront Tactical Balanced Growth Portfolio and the PowerShares RiverFront 

Tactical Growth and Income Portfolio. 

3. Addition of Kevin Nicholson, Senior Fixed Income Portfolio Manager to our team 

of Investment Professionals. 

4. Addition of Adam Grossman,  Director of Asset Allocation Research, to our team 

of Investment Professionals. 

5. Re-organization of RiverFront Long-term Growth mutual fund from Robert W. 

Baird & Co., Inc., to ALPS Advisors Inc. effective September 27, 2010. 

 

3. In future filings, this section of the Brochure will address only those “material changes” 

that have been incorporated since our last delivery or posting of this document on the 

SEC’s public disclosure website (IAPD) www.adviserinfo.sec.gov.   
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4. We may, at any time, update this Brochure and either send you a copy or offer to send 

you a copy (either by electronic means [email] or in hard copy form).   

5. If you would like another copy of this Brochure, please download it from the SEC 

Website as indicated above or you may contact our Chief Compliance Officer, Wendy 

Smailes at 804-549-4814 or wsmailes@riverfrontig.com.   
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Item 4 – Advisory Business 

 

RiverFront Investment Group, LLC (“RiverFront” or “We”) is an independent SEC-registered 

investment advisor located in Richmond, Virginia.  RiverFront was formed in December 2007 

and registered with the SEC in February 2008.  It is owned primarily by its employees through 

RiverFront Investment Holding Group, LLC, the holding company for RiverFront.   Baird Financial 

Corporation (BFC) is an indirect owner of RiverFront with 30% ownership.  BFC is the parent 

company of Robert W. Baird & Co. Incorporated (“Baird”), a registered broker-dealer and 

investment adviser.  Private Advisors Coinvestment Fund, LP, has a 10% ownership interest. 

 

RiverFront offers investment supervisory services on a discretionary basis via wrap platforms at 

several broker/dealers throughout the country.  We primarily manage portfolios for individuals, 

trust, retirement accounts (IRAs, pensions and profit sharing plans), investment companies, 

corporations and other institutions that are referred to us by Financial Services firms or through 

Financial Advisors. 

 

RiverFront maintains model portfolios based on certain established guidelines.   

 

Research Subscription Services 

 

RiverFront also provides impersonal investment advice in the form of research publications 

covering specific securities, securities markets and the economy to institutions and individuals 

for a subscription fee. 

 

Although the research subscription services are generally provided by the same professionals 

responsible for managing client portfolios, the investment advice provided in RiverFront’s 

research publications should not be considered personalized investment advice as it is not 

tailored for any specific person or situation.   

 

The specific securities discussed in the research publications may or may not be included in, or 

considered for investment in RiverFront’s discretionary client portfolios.  In addition, RiverFront 

may publish research about securities that are not included in clients’ discretionary portfolios at 

the time of the publication but that may be subsequently considered for investment by 

RiverFront.  It is possible that discretionary client portfolios could be placed at a disadvantage 

with respect to the timing of trading decisions and/or the price of securities if the publication of 

RiverFront’s investment ideas precedes RiverFront’s execution of such investment ideas for 

client portfolios.  Moreover, it may be perceived that RiverFront could have a potential conflict 

of interest between its portfolio management and its publication of research. 

 

Wrap Fee Programs 

 

RiverFront has been retained as an investment manager under a number of wrap fee program 

arrangements sponsored by affiliated and unaffiliated broker-dealers (“Program Sponsors”). 

The list of Program Sponsors includes, but is not limited to: Robert W. Baird & Co. Incorporated 
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(an affiliate of RiverFront), Raymond James & Associates, Inc., Morgan Stanley Smith Barney, 

LLC, RBC Wealth Management, Janney Montgomery Scott, Merrill Lynch, Inc., UBS Financial 

Services Inc., and Pershing, Inc.   

 

Under such wrap fee arrangements, Program Sponsors may assist clients with the selection of 

RiverFront (or may have the discretion to select RiverFront) to manage the assets in accounts 

maintained at the Program Sponsor, collect RiverFront’s investment advisory fee on behalf of 

the clients, monitor and evaluate RiverFront’s performance, execute the client’s portfolio 

transaction , and provide custodial services for the client’s assets. Additionally, RiverFront may 

provide advice and consulting services in connection with asset allocation strategies and 

solutions to be offered by Program Sponsors to their clients. 

 

If selected to manage the assets in a client account maintained by the Program Sponsor, 

RiverFront will provide investment supervisory services on a discretionary basis to that client.  

Each client account will be managed generally in accordance with one or more model portfolios 

selected by the client, which may be modified to meet the client’s investment objectives, 

strategies and needs.  Clients are not charged a commission on trades executed through the 

Program Sponsor. To the extent deemed appropriate by RiverFront pursuant to its duty to seek 

best execution, RiverFront may place orders with brokers or dealers other than the Program 

Sponsor; in such instances, brokers or dealers may impose commissions or mark-ups on those 

orders, which are charged to the client’s account. 

 

Clients who select RiverFront to manage their assets will usually pay RiverFront an investment 

advisory fee in addition to the asset-based fee they pay to the Program Sponsor for investment 

advice, custody, execution and reporting.  In some wrap fee programs, clients pay a single 

asset-based fee to the Program Sponsor and, out of that fee; the Program Sponsor is 

responsible for paying an investment advisory fee to RiverFront.  For a more complete 

description of the fees involved with wrap programs please see Item 5 of this brochure. 

 

Other Services Provided by RiverFront 

 

RiverFront may be engaged from time to time to provide consulting and other advisory services 

to the Program Sponsors, and/or their affiliates, and to clients in connection with asset 

allocation and tactical strategies and solutions.  One way that RiverFront provides these types 

of services is through our Guided Portfolio Solutions (GPS).  Guided Portfolio Solutions enable 

Financial Advisors to manage accounts as the Portfolio Manager while utilizing RiverFront’s 

Dynamic Strategic asset allocation models (described in Item 8) as a core holding in a portfolio 

of exchange traded funds (ETFs).  Portfolio managers can use our recommendations or 

implement their own strategies around our core dynamic strategic allocation, based on the 

portfolio manager’s investment strategy and their clients’ profiles. 
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Assets Under Management 

 

As of February 28, 2011, RiverFront’s discretionary assets under management were 

$2,728,697,497 in 6708 accounts. Non-discretionary assets under management were 

$32,510,904 in 190 accounts.  The total assets under management were $2,761,208,401 in 

6898 accounts. 
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Item 5 – Fees and Compensation 

 

Asset-based Management Fees 

 

Asset-based management fees are generally charged quarterly in advance based on a 

percentage of the market value of a client’s assets under management at the beginning of the 

calendar quarter. Fees will generally be deducted directly from the client’s account per the 

Investment Advisory Agreement. In the event the client terminates the advisory relationship, 

our investment management fee is prorated through the effective date of termination, as 

defined by the Investment Advisory Agreement, and any remaining balance shall be refunded 

to the client.  The compensation for our services is as follows: 

 

Asset Allocation 

Assets Under Management Fee 

  

First $5,000,000 1.00% 

Next $5,000,000 0.75% 

Over $10,000,000 0.50% 

Minimum Account Size: $1,000,000 

Minimum Quarterly Fee: $2,500 

 

Foundation Strategies – Large Cap Core and SMID Core 

Assets Under Management Fee 

  

First $5,000,000 1.00% 

Next $5,000,000 0.75% 

Over $10,000,000 0.50% 

Minimum Account Size: $1,000,000 

Minimum Quarterly Fee: $2,500 

 

ETF Strategies 

Assets Under Management Fee 

  

First $5,000,000 1.00% 

Next $5,000,000 0.75% 

Over $10,000,000 0.50% 

Minimum Account Size: $1,000,000 

Minimum Quarterly Fee: $2,500 

 

 In some cases, negotiation of fees may result in different fees being charged for similar services 

and may be less than the stated fee schedule.  RiverFront will not be compensated on the basis 

of a share of capital gains upon or capital appreciation of the funds or any portion of the funds 

of the client.   



9 

 

 

RiverFront’s advisory fees are separate and distinct from fees and expenses charged by open-

end investment companies (i.e. mutual funds), closed-end funds and exchange-traded funds, 

which may be recommended to clients.  A description of these fees and expenses are available 

in each fund's prospectus. Additionally, the fees charged by RiverFront are exclusive of all 

custodial and transaction costs paid to custodians, brokers or any other third parties.  For a 

more detailed description of our brokerage practices, please see Item 12. Clients should review 

all fees charged by RiverFront, custodians and brokers and others to fully understand the total 

amount of fees incurred. 

 

Wrap-Fee Programs 

 

Clients who select RiverFront to manage their assets within wrap-fee programs will typically do 

so under either a “single contract” or “dual contract” agreement.   

 

Under a single contract, clients pay a single asset-based fee to the Program Sponsor and, out of 

that fee; the Program Sponsor is responsible for paying an investment advisory fee to 

RiverFront.  In these programs, the Program Sponsor and RiverFront enter into a sub-advisory 

or other agreement under which RiverFront agrees to manage the assets of client accounts in 

these programs.  As part of that agreement, RiverFront and the Program Sponsor agree on the 

investment advisory fees to be charged by RiverFront on those assets.  The fees charged by 

RiverFront on assets of a client who selects RiverFront to provide investment supervisory 

services through such a wrap fee program offered by a Program Sponsor can be  negotiable and 

will vary from program to program but typically do not exceed 0.50% per year on the value of 

the client assets in the wrap fee program.  The fees are typically charged quarterly in advance, 

based on the market value of the client assets as of the beginning of the quarter. 

 

Under a dual contract agreement, the client has one contract with the Program Sponsor and 

another contract with RiverFront.  As such, clients pay RiverFront an investment advisory fee in 

addition to the asset-based fee they pay to the Program Sponsor for investment advice, 

custody, execution and reporting.   The fees charged to clients that select RiverFront in a “dual 

contract” arrangement are similar to those referenced under the “asset-based management 

fees” section of this Item 5, although the fees are negotiable and may vary from client to client 

and from Program Sponsor to Program Sponsor.  RiverFront will generally charge such fees 

quarterly in advance, based on a percentage of the market value of a client’s assets under its 

management at the beginning of the calendar quarter. 

 

While wrap fees will vary by Program Sponsor, the total fee for services provided through a 

wrap fee program may be higher than fees charged by RiverFront if engaged to manage assets 

directly.   

 

Specific information on the investment advisory fees payable to RiverFront under a wrap-fee 

program will be provided by the applicable Program Sponsor. For information on the asset-
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based fees charged by the Program Sponsor, clients should consult with the Program Sponsor 

or refer to the Program Sponsors’ Schedule H brochure. 

 

Research Subscription Services 

 

Fees for Research Subscription Services (as described in Item 4) are generally paid in monthly or 

quarterly installments and are based on two levels of services – one at $2,575/month 

($30,900/year) and one at $5150/month ($61,800/year). Fees for the services are negotiable.  

Generally, but not in all instances, RiverFront provides its research publications at no additional 

fee to wrap-fee Program Sponsors with which RiverFront maintains a relationship. The 

subscription for the research service may be cancelled by written notice to the Registrant. 

 

Investment Advisory Services to Registered Investment Companies 

RiverFront may act as Sub-Advisor to Registered Investment Companies.  For these services, 

RiverFront charges an annual investment management fee based upon the market value of the 

assets being managed in the Fund(s).  The fees are prorated and accrued daily, based upon the 

fair market value of the assets in the Fund.   In the event the client terminates the sub-advisory 

relationship, RiverFront’s investment management fee is prorated through the effective date of 

termination, as defined by the Investment Sub-Advisory Agreement, and any remaining balance 

shall be refunded to the client.   RiverFront generally charges an annual fee of 0.60% for these 

services; however, this fee is negotiable.    

Index Provider Services 

RiverFront is the Index Provider for two PowerShares Tactical Global Allocation Exchange 

Traded Funds (ETFs).  RiverFront is paid 20 basis points (0.20%) on all assets in the ETF once the 

ETF reaches $20 million in assets under management.   

ETFs are securities that closely resemble index funds, but can be bought and sold during the day 

just like common stocks. These investment vehicles allow investors a convenient way to 

purchase a broad basket of securities in a single transaction. Essentially, ETFs offer the 

convenience of a stock along with the diversification of a mutual fund. 

The PowerShares ETFs normally invest at least 90% of their total assets in securities included in 

the Index provided by RiverFront.  Additionally, the ETFs are considered “fund of funds,” as they 

primarily invest their assets in the securities of funds included in the Index.  RiverFront uses a 

proprietary methodology called Price Matters™ to select underlying securities for the Index 

including: ETFs, and exchange-traded notes, (see description of Price Matters™ in Item 8). 
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Other Services Provided by RiverFront 

 

RiverFront may be engaged from time to time on a fixed fee basis to provide consulting and 

other advisory services to the Program Sponsors and/or their affiliates, and to clients in 

connection with asset allocation and tactical strategies and solutions.  The fees are separately 

negotiated and will vary based on the nature and scope of the requested services. 

 

Additional Fees and Expenses 

Advisory fees payable to us do not include all the fees you will pay when we purchase or sell 

securities for your Account(s).  The following list of fees or expenses are what you pay directly 

to third parties, whether a security is being purchased, sold or held in your Account(s) under 

our management.  Fees charged are by the broker dealer / custodian.  We do not receive, 

directly or indirectly any of these fees charged to you.  They are paid to your broker, custodian 

or the mutual fund or other investment you hold.  The fees include: 

 

• Brokerage commissions; 

• Transaction fees;  

• Exchange fees; 

• SEC fees; 

• Advisory fees and administrative fees charged by Mutual Funds (MF) and/or Exchange 

Traded Funds (ETFs) 

• Advisory fees charged by sub-advisers (if any are used for your account); 

• Custodial Fees; 

• Deferred sales charges (on MF or annuities); 

• Odd-Lot differentials;  

• Deferred sales charges (charged by MFs); 

• Transfer taxes; 

• Wire transfer and electronic fund processing fees;  

• Commissions or mark-ups / mark-downs on security transactions ; 

• Among others that may be incurred. 

 

In addition, we do not have or employ any “Employee” at all that receives (directly or indirectly) 

any compensation from the sale of securities or investments that are purchased or sold for your 

account or to which we provide consulting expertise / services.  As a result, we are a “fee only” 

investment adviser.  We do not have any potential conflicts of interest present that relate to 

any additional (and un-disclosed) compensation from you or your assets that we manage. 
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Item 6 – Performance-Based Fees and Side-By-Side Management 

 

RiverFront does not currently accept performance-based fees – that is, fees based on a share of 

capital gains on or capital appreciation of the assets of a client. Additionally, RiverFront does 

not manage either accounts that are charged a performance-based fee or accounts that are 

charged another type of fee, such as an hourly, flat or an asset-based fee, also known as side-

by-side management.  
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Item 7 – Types of Clients 
 

RiverFront may provide investment advice to a wide range of clients including individuals, 

trusts, estates, investment companies, pension and profit sharing plans, as well as, charitable 

organizations and corporations.    The minimum account size depends on the services offered 

and is described in Item 5.  Account minimums may be waived at RiverFront’s discretion. 
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Item 8 – Methods of Analysis, Investment Strategies and Risk of Loss 

 

Our portfolios generally rely on fundamental securities analysis with some emphasis on utilizing 

charting or cyclical analysis as well. Each RiverFront portfolio manager follows a specific 

investment philosophy that will detail the mix of these analysis methods. Portfolio quality and 

concentration requirements are established to provide an overall discipline and structure to the 

portfolio. Such strategies ordinarily include long- and short-term purchase of equity and fixed 

income securities, exchange traded funds (“ETFs”), and closed-end funds (“CEFs”). However, in 

special circumstances the strategies may also include short-term trading.  Short-term trading is 

generally defined as selling a position within 30 days of purchase.  A more detailed description 

of each of our strategies is detailed below. 

 

INSTITUTIONAL STRATEGIES 

 

The Large Cap Core Portfolio is designed for investors seeking long term capital growth that 

aim to outpace the S&P 500 while investing in a diversified portfolio of equity securities that 

would be associated with the label “Blue Chip”.  The Large Cap Core portfolio managers 

primarily employ a “bottom up” or fundamental style of investing, and maintain an investment 

approach that blends growth and value depending on market conditions.  Additionally, the 

portfolio managers may employ technical analysis, the study of historical price movements and 

trend patterns.  (There is no assurance that these movements or trends can or will be 

duplicated in the future.)  If the company pays a dividend, consistency of payment and ability to 

grow the dividend will be important.  “Blue Chip” companies are typically thought of as pace 

setter companies that establish the standards by which others in their fields are measured.  

Typically, these will be companies that have the advantage of size and can hold their own even 

in a recession.  When fully invested, each client’s portfolio typically will have 30 to 40 equity 

positions with an average holding period of two years.  The Large Cap Core Portfolio may 

purchase ETFs and CEFs. 

 

The Small Mid Cap Portfolio is designed for long-term investors seeking total return from 

capital appreciation and dividend income.  The portfolio managers utilize a “bottom up” 

fundamental style of investing to identify securities that may have been overlooked or under-

appreciated by market participants, and selling at discounts to their intrinsic value or at 

reasonable valuations relative to their individual industry groups.  Additionally, the portfolio 

manager may take into consideration technical analysis, the study of historical price 

movements and trend patterns.  (There is no assurance that these movements or trends can or 

will be duplicated in the future.)  The portfolio concentrates on the universe of small and 

midsize U.S. traded common stocks with market capitalization between $300 million and $10 

billion at the time of initial purchase.  Given its small/midcapitalization holdings, the Small Mid 

Cap Portfolio may experience higher than average market volatility and risk, which should be 

offset somewhat by the equity industry and sector diversification within the portfolio.  When 

fully invested, each client’s portfolio typically will have 35 to 50 equity positions with an 

average holding period of two years.  The Small Mid Cap Portfolio may purchase ETFs and CEFs. 
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ALLOCATION STRATEGIES 

 

Growth and Income Strategies 

 

The Asset Allocation – Growth & Income Portfolios are designed for investors seeking a higher 

level of current income than is generally available from growth-oriented equity strategies.  

Although these investors need current income, they are willing to accept a lower level of 

income in exchange for the possibility that their level of income could increase over time.  As a 

result, income and the potential for growth and income are the primary objectives of these 

portfolios; capital appreciation is the secondary objective.  To achieve these objectives, the 

portfolios may invest in dividend paying stocks, preferred stocks, convertible securities, 

investment grade and high yield obligations, and other income vehicles. Additionally, the 

portfolio may purchase ETFs, CEFs, commodities, and emerging market debt or equity. 

Investors in commodity ETFs are likely to be subject to K-1 filings.  The income and certain 

expenses of commodity ETFs are passed through to the owners, who report and pay tax on the 

income.  The K-1 is the form used to report each owner’s share of income and certain expense 

items. 

 

The Portfolios currently offered are Conservative, Moderate and Long-Term.   The Portfolios 

are built around a targeted strategic asset allocation between income paying equities and fixed 

income securities.  The strategic asset allocation target is based upon RiverFront’s 

recommended long-term strategy guidelines for growth and income investors, and may change 

from time to time in light of new research and analysis.   

 

The strategic allocation target for each portfolio serves as a guideline against which the 

portfolio will be managed. However, allocations within the portfolio models will vary from the 

strategic targets when, in the opinion of the strategy teams within RiverFront, a somewhat 

modified asset allocation offers better potential returns.  These tactical asset allocation “tilts” 

will generally be limited to a maximum of 20% variance from each of the strategic target levels.  

The portfolio managers may depart from the 20% targeted allocation range during periods of 

significant over or under valuation in the financial markets. 

 

The primary investment performance drivers for the Asset Allocation -- Growth & Income 

portfolios are the asset allocation strategy and the security selection investment decisions.  We 

expect that these two critical components of investment strategy will be substantially similar 

across these portfolios. 

 
Flexible Income  & Growth Portfolio 

The RiverFront Flexible Income & Growth Portfolio is designed for investors seeking current 

income and the potential for their income level to grow over time, while managing risk.  To 

achieve these objectives the portfolio will typically have a substantial allocation to dividend 

paying stocks; therefore, investors in this portfolio should be able to withstand a certain degree 
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of portfolio volatility.  Under normal conditions, the portfolio is expected to have between 30% 

and 50% of its assets invested in a diversified basket of dividend paying stocks, with the balance 

of the portfolio invested in various other income-paying securities, including municipal and high 

yield securities.  The portfolio management team may depart from the targeted allocation 

range when they feel that certain sectors of the financial markets are over or under valued. As 

market conditions warrant, the portfolio management team is expected to invest 100% of the 

portfolio’s fixed income assets in municipal bonds or municipal bond exchange -traded funds 

(ETFs). 

Growth Strategies 

 

The Asset Allocation – Growth Portfolios are designed to meet investor needs for diversified 

portfolio solutions meeting defined risk objectives.  Three Asset Allocation – Growth portfolio 

models are offered – Conservative Growth, Moderate Growth and Long Term Growth.  Each 

model is built around a targeted strategic asset allocation among the following major asset 

classes: cash, fixed income, and both domestic and international equity securities. These 

strategic asset allocation targets are based upon RiverFront’s recommended long-term strategy 

guidelines, and may change from time to time in light of new research and analysis.  

 

The strategic asset allocation targets are selected such that the Conservative Growth model 

could be expected to have the lowest investment risk of the three portfolios, based upon 

historical average risk levels for these asset classes.  Similarly, historical average return figures 

would suggest that this model also offers the lowest potential return.  As the investor moves to 

the Moderate and Long term models, the equity allocations increase. Historical averages 

suggest that expected investment risk and potential return typically increase as more of the 

asset allocation shifts from bonds into equities.   

 

The strategic allocation targets for the Asset Allocation – Growth portfolios serve as a guideline 

against which these portfolios will be managed.  However, sector allocations within the 

portfolios will vary from the strategic targets when, in the opinion of the strategy teams within 

RiverFront, a somewhat modified asset allocation offers better potential returns.  These tactical 

asset allocation “tilts” will generally be limited to a maximum of 20% variance from each of the 

strategic target levels.  For example, Conservative Growth may have a strategic allocation 

target for fixed income of 38%.  As a result, in most instances this portfolio model’s allocation 

to a fixed income will range between 18% and 58%, but may vary outside of this range at 

RiverFront’s discretion.  Similarly, investment in sectors not within the strategic allocation (for 

example, real estate investment trusts [“REITs”], high yield bonds, etc.) will also generally be 

limited to no more than 20% of the portfolio model.   

 

Domestic equity investments for Asset Allocation – Growth portfolios will follow RiverFront’s 

equity models, Large Cap Core and Small Mid Cap Core.  In addition, ETFs may be used to 

manage sector allocations for the Large Cap and Small/MidCap equity portions of the 

portfolios.  Diversification and liquidity are paramount concerns in the management of Asset 
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Allocation – Growth’s fixed income allocations.  Achieving suitable levels of diversification and 

liquidity for fixed income investments may entail investments in ETFs and CEFs.  Similarly, the 

specialized knowledge and transaction costs associated with international equity investing may 

make ETFs and CEFs a desirable strategy for this sector of the portfolio. For these two asset 

classes -- fixed income and international equity -- investment in ETFs and CEFs may form a core 

portfolio strategy. Additionally, the portfolio may purchase commodities, and emerging market 

debt or equity. Investors in commodity ETFs are likely to be subject to K-1 filings.  The income 

and certain expenses of commodity ETFs are passed through to the owners, who report and pay 

tax on the income.  The K-1 is the form used to report each owner’s share of income and 

certain expense items. 

 

ETF STRATEGIES 

 

The RiverFront ETF Portfolio strategies are designed to meet investor needs for diversified 

portfolio solutions meeting defined risk objectives.  Three ETF portfolio models are currently 

offered – Conservative Growth, Moderate Growth and Long Term Growth.  Each model is built 

around a targeted strategic asset allocation among the following major asset classes: cash, fixed 

income, alternative income and both domestic and international equity securities.  These 

strategic asset allocation targets are based upon RiverFront’s recommended long-term strategy 

guidelines, and may change from time to time in light of new research and analysis.  

 

The strategic asset allocation targets are selected such that the Conservative model could be 

expected to have the lowest investment risk of the three portfolios, based upon historical 

average risk levels for these asset classes. Similarly, historical average return figures would 

suggest that this model also offers the lowest potential return. As the investor moves to the 

Moderate and Long term models, the equity allocations increase, Historical averages suggest 

that expected investment risk and potential return increase as more of the asset allocation 

shifts from bonds into equities.  

 

The portfolio may purchase commodities, and emerging market debt or equity. Investors in 

commodity ETFs are likely to be subject to K-1 filings.  The income and certain expenses of 

commodity ETFs are passed through to the owners, who report and pay tax on the income.  The 

K-1 is the form used to report each owner’s share of income and certain expense items. 

 

Risks Inherent to ETFs 

 

As discussed above, some of our strategies will use ETFs, which will be subject to substantially 

the same risks as those associated with the direct ownership of the securities comprising the 

index on which the ETF is based.  Additionally, the value of the investment will fluctuate in 

response to the performance of the underlying index. ETFs typically incur fees that are separate 

from those fees charged by RiverFront (see disclosure in Item 5 titled “Other Fees”). 

Accordingly, our investments in ETFs will result in the layering of expenses. 
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Risk of Loss 

 

All investments in securities include a risk of loss of principal (invested amount) and any profits 

that have not been realized (the securities were not sold to “lock in” the profit).  Stock markets 

and bond markets fluctuate substantially over time.  In addition, as recent global and domestic 

economic events have indicated, performance of any investment is not guaranteed.  As a result, 

there is a risk of loss of the assets we manage that may be out of our control. We will do our 

very best in the management of investors’ assets; however, we cannot guarantee any level of 

performance or that account assets will not be lost. 

 

RiverFront does not represent, warrant or imply that the services or methods of analysis used 

can or will predict future results, successfully identify market tops or bottoms, or insulate 

clients from losses due to major market corrections or crashes.  No guarantees can be offered 

that clients’ goals or objectives will be achieved.  Further, no promises or assumptions can be 

made that the advisory services offered by RiverFront will provide a better return than other 

investment strategies. 

 

Varied fluctuations in the price of investments are a normal characteristic of securities markets 

due to a variety of influences.  Managed account programs should be considered a long-term 

investment; thus, long-term performance and performance consistency are the major goals. 

 

No guarantees can be offered that client’s goals or objectives will be achieved.  Further, no 

promises or assumptions can be made that the advisory services offered by RiverFront will 

provide a better return than other investment strategies.  
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Item 9 – Disciplinary Information 
 

We do not have any legal, financial or other “disciplinary” item to report to you.  We are 

obligated to disclose any disciplinary event that would be material to you when evaluating us to 

initiate a Client / Adviser relationship, or to continue a Client /Adviser relationship with us.   

This statement applies to our Firm, and every employee. 
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Item 10 – Other Financial Industry Activities and Affiliations 

 

RiverFront is affiliated with Baird Financial Corporation (“BFC”) as a result of BFC’s indirect 30% 

ownership of RiverFront.  BFC is the parent of Robert W. Baird & Co. Incorporated (“Baird”), a 

registered broker-dealer and investment adviser.  RiverFront provides various investment 

advisory and consulting services to Baird and clients of Baird, including providing discretionary 

asset management services to Baird clients through the Baird Advisory Choice Program.  
 

Several RiverFront employees are registered representatives of ALPS Distributors, Inc. (ALPS), a 

FINRA member broker-dealer.  The employees are registered due to their work with respect to 

the RiverFront mutual funds that are distributed by ALPS.   ALPS is not affiliated with RiverFront 

Investment Group, LLC.  
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Item 11 – Code of Ethics, Participation or Interest in Client Transactions 

and Personal Trading 
 

RiverFront has adopted a Code of Ethics that governs a number of potential conflicts of interest 

we have when providing advisory services to our clients. This Code of Ethics is designed to 

ensure we meet our fiduciary obligation to our Clients (or Prospective Clients) and to drive 

home a Culture of Compliance within our firm.   

An additional benefit of our Code is to detect and prevent violations of securities laws 

Our Code is comprehensive, is distributed to each employee at the time of hire, and annually 

thereafter (if there are changes).  We also supplement the Code with annual training and on-

going monitoring of employee activity. 

Our Code includes the following: 

• Requirements related to the confidentiality of our client information; 

• Prohibitions on: 

o Insider trading (if we are in possession of material, non-public information); 

o The acceptance of gifts and entertainment that exceed our policy standards; 

• Reporting of gifts and business entertainment; 

• Pre-clearance of certain employee and firm transactions; 

• Reporting (on an on-going and quarterly basis) all personal securities transactions (what 

we call “reportable securities” as mandated by regulation); and, 

• On an annual basis, we require all employees to re-certify to our Code, identify 

members of their household and any account to which they have a beneficial 

ownership (they “own” the account or have “authority” over the account), securities 

held in certificate form and all securities they own at that time). 

 

Participation or Interest in Client Transactions and Personal Trading 

 

RiverFront permits its employees to engage, on a limited basis, in personal securities 

transactions.  As a result, we may purchase or sell the same or similar securities (or securities 

that are suitable for an employee or related account but not suitable for any client) at the same 

time that we place transactions for your account and the accounts of our other Clients. 

 

To avoid any potential conflicts of interest involving personal trades, RiverFront has adopted a 

Code of Ethics (“Code”), which includes formal insider trading and personal security 

transactions policies and procedures.  RiverFront’s Code requires, among other things, that its 

employees: 
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• Place the integrity of the investment profession, the interests of clients, and the 

interests of RiverFront above one’s own personal interests; 

• Act with integrity, competence, diligence, respect, and in an ethical manner with the 

public, clients, prospective clients, employers, employees, colleagues in the investment 

profession, and other participants in the global capital markets; 

• Adhere to the fundamental standard that he or she should not take inappropriate 

advantage of his or her position; 

• Avoid any actual or potential conflict of interest; 

• Conduct all personal securities transactions in a manner consistent with the Code; 

• Use reasonable care when conducting investment analysis, making investment 

recommendations, taking investment actions, and engaging in other professional 

activities; 

• Promote the integrity of, and uphold the rules governing, capital markets; and 

• Comply with applicable provisions of the federal securities laws. 

 

RiverFront’s Code also requires employees to: (1) pre-clear certain personal securities 

transactions, (2) report personal securities transactions on at least a quarterly basis, and (3) 

provide RiverFront with a detailed summary of holdings (both initially upon commencement of 

employment and on a regular basis thereafter) over which the employee has a direct or indirect 

beneficial interest.   Beneficial ownership of a Security is to be determined in the same manner 

as it is for purposes of Section 16 of the Securities Exchange Act of 1934. This means that a 

person should generally consider himself the beneficial owner of any Securities in which he has 

a direct or indirect pecuniary interest. In addition, a person should consider himself the 

beneficial owner of Securities held by his spouse, his dependent children, a relative who shares 

his home, or other persons by reason of any contract, arrangement, understanding or 

relationship that provides him with sole or shared voting or investment power. 

 

The Code of Ethics serves to establish a standard of conduct for all of RiverFront’s associated 

persons and is based upon fundamental principles of transparency, integrity, honesty and trust.  

A copy of our Code of Ethics is available upon request. 
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Item 12 – Brokerage Practices 

 

In the course of providing our services, we will execute trades for our clients through broker-

dealers.  When a client has given us broker discretion, there is no restriction on the brokers we 

may select to execute client transactions.  Our general guiding principle is to trade through 

broker-dealers who offer the best overall execution under the particular circumstances.   

 

With respect to execution, we consider a number of factors, including if the broker has custody 

of client assets, the actual handling of the order, the ability of the broker-dealer to settle the 

trade promptly and accurately, the financial standing of the broker-dealer, the ability of the 

broker-dealer to position stock to facilitate execution, our past experience with similar trades, 

and other factors that may be unique to a particular order.  Based on these judgmental factors, 

we may trade through broker-dealers that charge fees that are higher than the lowest available 

fees. 

 

Research and Other Soft Dollar Benefits 

 

When appropriate, RiverFront, consistent with its duty to seek best execution, may direct 

trades for client accounts to broker/dealers who provide RiverFront with brokerage and 

research products and services. The client commissions used to acquire brokerage and research 

services are known as "soft dollars." RiverFront seeks to comply with Section 28(e) of the 1934 

Act, which provides a "safe harbor" allowing investment advisers to pay more than the lowest 

available commission for brokerage and research services if it determines in good faith that (1) 

the brokerage or research services fall within the definitions set forth in Section 28(e); (2) the 

brokerage or research services provide lawful and appropriate assistance in the investment 

decision-making process; and (3) the commission paid is reasonable in relation to the brokerage 

and research services provided.  

 

Broker/dealers may provide RiverFront with bundled or unbundled services including research 

and execution of transactions. The research provided may be proprietary (created and provided 

by the broker/dealer, including written reports or access to analysts and traders) or 

independent (created by an independent party, but provided by a broker/dealer). RiverFront 

may use soft dollars to acquire either type of research.  RiverFront may enter into Commission 

Sharing Arrangements (CSAs) to acquire execution and independent research services. Through 

these agreements, RiverFront will allocate a portion of its clients’ commissions, with broker 

dealers, in order to pay for research and execution services, allowing RiverFront to separately 

negotiate rates for execution and research services. In addition, broker-dealer fees may vary 

and be greater than those typical for similar investments if we determine that the research, 

execution and other services rendered by a particular broker merit greater than typical fees.  

Also, in certain instances we may execute over the counter securities transactions on an agency 

basis, which may result in advisory clients incurring two transaction costs for a single trade: a 

commission paid to the executing broker-dealer plus the market makers mark-up or mark-

down. 
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We use research and trading services furnished by brokers with respect to the securities 

markets, the economy, particular industries, individual issues, and similar topics having broad 

applications to client accounts.   In some cases we use research and trading services for the 

benefit of all of RiverFront’s clients, including clients whose securities transactions are not 

effected by the broker providing such services.  However, research paid for with CSA (as 

defined above) dollars must be used to directly benefit the clients whose funds are paying for 

the research (through the CSA). 

 

When RiverFront receives the products and services as a result of soft dollar arrangements, we 

are receiving a benefit because we do not have to produce or pay for the research, products or 

services described above.  

 

We use the dollars generated by CSAs to pay for research that we use to make portfolio 

decisions.  Consequently, we could potentially select trading partners based on our interest in 

receiving research reports or other portfolio-specific information from them.  However, it is 

RiverFront’s fiduciary obligation and desire to seek the most favorable terms reasonably 

available under the circumstances for the execution of client’ securities transactions (best 

execution). 

 

The commissions paid must be reasonable in relation to the value of the brokerage or research 

products or services provided.  This will be determined based upon a periodic assessment (at a 

minimum on a quarterly basis) of products and services received for soft dollars to ascertain 

whether they have a value that is reasonable in view of the commissions RiverFront is allocating 

for them.  Among other things, this analysis includes a comparison of the soft dollar cost 

charged by other brokers for a similar product or service to provide reasonable assurance that 

the amount being paid by RiverFront is competitive.  In addition, if the product is available for 

hard dollars, then consideration will be given to whether the execution plus the product or 

service could be obtained for an overall lower cost on an unbundled basis (if available), if paid 

in hard dollars.   

 

Finally, in the event that RiverFront is “paying up” for brokerage executions, RiverFront shall 

avoid maintaining an overabundance of outstanding soft dollar credits at brokers, as doing so 

could call into question whether RiverFront is causing its clients to pay unnecessary brokerage 

costs.  Conversely, RiverFront shall avoid maintaining large deficit balances, which could raise 

issues related to RiverFront’s financial solvency and create conflicts of interest by obligating 

RiverFront to trade through the broker that must receive commissions in order to reduce the 

deficit. 
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Brokerage for Client Referrals 

 

RiverFront does not currently select or recommend broker-dealers based on our interest in 

receiving client referrals.   

 

Directed Brokerage 

 

Clients may direct RiverFront in writing to use a particular broker-dealer to execute all 

transactions for that client’s account.  In that case, each directed client will negotiate terms and 

arrangements for their own account with that broker-dealer.  For clients who direct RiverFront 

to use a particular broker-dealer, generally the placing of orders for these clients occurs 

independently (“directed clients”).  Due to the direction to use a specific broker-dealer, 

RiverFront is unable to include these client transactions with other non-directed clients in a 

“batched” or combined order and directed clients may not receive the same overall execution 

or commission rates (typically an average rate) that clients who do not direct RiverFront receive 

otherwise.  Accordingly, directed clients may pay higher commissions or other transaction costs 

or greater spreads, or receive less favorable net prices, on transactions for the Account than 

would otherwise be the case.   

 

When possible, RiverFront may attempt to request that the executing broker-dealer for non-

directed client transactions “step out” the portion of the transaction to the broker-dealer 

specified by a directed client.  In cases when a step out is possible, the directed client may pay 

an additional amount of transaction-based compensation to the broker-dealer willing to step 

out a portion of the transaction.  This may increase the total transaction costs incurred by 

directed clients than might otherwise be the case for non-directed clients. Further, by directing 

RiverFront to use specific broker-dealers, directed clients may not be able to participate in 

initial public offerings or secondary offerings placed by underwriters unless the directed broker-

dealer is the underwriter of the offerings.  In addition, RiverFront may not be able to place all 

orders for both directed and non-directed clients at the same time.   

 

Orders for non-directed clients typically are placed before orders for directed clients and when 

the transaction involves thinly traded securities, trades placed after other trades may be filled 

at inferior prices if prices have moved adversely.  Orders for directed clients thereafter are 

placed on a rotational basis.  In this way, RiverFront uses its best efforts to provide fair and 

equitable treatment to its directed clients over time. 

 

Trade Aggregation or “Bunching” 

 

Orders for the same security entered on behalf of more than one client will generally be 

aggregated (bunched) subject to the aggregation being in the best interests of all participating 

clients.  Subsequent orders for the same security entered during the same trading day may be 

aggregated with any previously unfilled orders; filled orders shall be allocated separately from 

subsequent orders.  All clients participating in each aggregated order shall receive the average 

price and if applicable, pay a pro rata portion of commissions. Transactions are usually 
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aggregated to seek a lower commission, lower costs, or a more advantageous net price.  

However, tax-loss-sell orders in the same security as a bunched trade will generally not be 

included in the aggregated order placed by RiverFront. 

 

RiverFront is not obligated to acquire for any account any security that we or our officers, 

partners, members or employees may acquire for their own accounts or for the account of any 

other client, if in RiverFront’s discretion it is not practical or desirable to acquire a position in 

such security. 

 

Wrap Fee Programs 

 

In evaluating the wrap fee arrangement, a client should recognize that in some cases brokerage 

commissions for the execution of transactions in the client’s account may not be negotiated 

with RiverFront.  These transactions are executed through the Program Sponsor and are 

generally effected without commissions.  A portion of the wrap fee is generally considered as 

being in lieu of brokerage commissions.   

 

Although some brokerage transactions will be executed through the Program Sponsor, 

RiverFront, in many cases, may choose to place trades through broker/dealers other than the 

SMA Program Sponsor (so called “step-out” trades).  We perform step-out trades when we 

believe in good faith that another broker dealer will provide a more favorable transaction for 

the client’s account – taking into consideration the price, including any commission or dealer 

markup or markdown, execution capabilities, speed, efficiency, confidentiality, familiarity, with 

potential purchasers or seller, or other relevant matters. Performing step-out trades gives us 

the ability to aggregate our trade orders and in so doing, achieve best execution for the client. 

If RiverFront uses a broker dealer other than the sponsoring broker dealer, the client’s account 

may be charged a commission or other fees that are not included in the wrap fee paid by the 

client to the Program Sponsor.  

 

Trade Order Rotation  

 

As indicated above, if a client retains RiverFront through a wrap fee arrangement, RiverFront 

will generally execute transactions for the client’s account through the client’s Program 

Sponsor, in order to enjoy the greatest cost benefits of the wrap fee program.  Given the 

multiple wrap fee Program Sponsors through which our clients participate, and for best 

execution purposes, RiverFront will execute all model changes as “step-out” trades.  Therefore, 

a trade rotation is not typically used for the separately managed account programs.  RiverFront 

does utilize a trade rotation for its models only on participating platforms.  When updating 

models on these platforms, RiverFront will attempt to follow a methodology for contacting 

model only Program Sponsors in a pre-determined order that is fair and equitable to all clients 

so that no group of clients is favored or disfavored over any other clients.   
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Item 13 – Review of Accounts 

 
Model portfolios are reviewed on a daily basis by the  Investment Team, which includes Michael 

Jones, Chief Investment Officer; Rod Smyth, Chief Investment Strategist; Doug Sandler, Chief 

Equity Strategist; and Timothy Anderson, Chief Fixed Income Strategist, Chris Konstantinos, 

Portfolio Risk Manager, as well as other members of the equity, fixed income and investment 

strategy teams.   

 

The portfolios are studied via daily data sheets comprising information about the specific 

holdings in each of the portfolios, as well as via attribution information, which details how each 

sector and sub-set of the portfolio is performing relative to its benchmark. Particular attention 

is given to continued suitability of securities in relation to the portfolios’ investment objectives, 

performance of individual investments as well as changes in company fundamentals, industry 

outlook, market outlook, price levels and asset allocation policy ranges. 

 

Client accounts are reviewed at least weekly by the trading team to ensure that individual client 

portfolios are in alignment with the model portfolios. 

 

Clients are kept fully informed about their portfolio activity by receiving copies of all transaction 

confirmations and monthly/quarterly statements from their brokerage firms and/or custodians 

(note:  clients have the option to suppress confirms if they so choose).  Clients have access to 

quarterly reports that focus on asset allocation and portfolio performance for each of the 

model portfolios run by RiverFront.  These reports are posted on the RiverFront Investment 

Group’s website. Additionally, separately managed account clients will receive quarterly 

performance reports concerning their individual portfolios from the Wrap Fee Sponsor Firms. 
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Item 14 – Client Referrals and Other Compensation 

 

As previously noted, RiverFront provides advice as part of wrap-fee programs sponsored by 

various broker-dealers, including its affiliate, Baird.  Certain economic benefits are received as a 

result of these broker-dealer relationships.  These benefits may include: receipt of duplicate 

client confirmations and bundled duplicate statements; access to a trading desk serving 

program participants exclusively; the ability to have investment advisory fees deducted directly 

from client accounts; access to an electronic communication network for client order entry and 

account information; receipt of various publications; proprietary research; and participation in 

broker/custodian-sponsored conferences.   
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Item 15 – Custody 

 

RiverFront will not maintain custody of clients’ funds or securities, with the exception of 

deduction of RiverFront’s fees from clients’ accounts that are authorized in the advisory 

agreement between clients and RiverFront.  Clients will receive account statements directly 

from these custodians and should carefully read the statements for accuracy.   
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Item 16 – Investment Discretion 

 

When a client agrees to discretionary management, in writing through the signing of an 

Investment Advisory Agreement with RiverFront, we will be responsible for selecting the 

amount of securities to be bought and sold.  The only limitations on the investment authority 

will be those imposed in writing by the client.  Any client-imposed investment restrictions 

involving a security held in RiverFront’s model portfolio will remain invested in cash.  Therefore, 

in certain market conditions, clients could obtain higher or lower performance than 

RiverFront’s similarly managed accounts.  

 

In the course of providing our services, we will execute trades for our clients through broker-

dealers.  When a client has given us broker discretion, there is no restriction on the brokers we 

may select to execute client transactions. 
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Item 17 – Voting Client Securities (i.e., Proxy Voting) 

 

RiverFront may vote proxies on behalf of its clients.  Our Proxy Administrator is charged with 

identifying the proxies upon which we will vote, voting the proxies in the best interest of 

clients, and submitting the proxies promptly and properly.   

 

We have engaged Broadridge Financial Solutions, Inc., to vote our clients’ proxies in the interest 

of maximizing shareholder value.  To that end, Broadridge will vote in a way that it believes, 

consistent with our fiduciary duty, will cause the issue to increase the most or decline the least 

in value.  Consideration will be given to both the short- and long-term implications of the 

proposal to be voted on when considering the optimal vote.   

 

We have currently identified no conflicts of interest between our client interests and our own 

within our proxy voting process.  Nevertheless, if faced with a material conflict of interest in 

voting a client’s proxy, the Proxy Administrator will use pre-determined guidelines and research 

to determine the appropriate vote.   

 

Our complete proxy voting policy and procedures are memorialized in writing and are available 

for review on our public website – www.riverfrontig.com -- and upon request.   In addition, our 

complete proxy voting record is available to our clients, and only to our clients.  Please contact 

us if you have any questions or if you would like to review either of these documents. 
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Item 18 – Financial Information 
 

RiverFront is not required to include disclosures under this section. 
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Item 19 – Requirements for State-Registered Advisers 

 
RiverFront is an SEC registered Investment Adviser and is not registered with any states. 

 

 

 

 

 

 

 

 

 

 

 


