
 
 

 

 

Schneider Capital Management Corporation 

1000 Westlakes Drive, Suite 150        

Berwyn, PA 1950 

For information contact:  

John Canning (610) 687-8080  

www.schneidercap.com 
 

 

 

 

 

 

 

 

 

 

 

 

This brochure provides information about the qualifications and business 

practices of Schneider Capital Management (“SCM”). If you have any questions 

about the contents of this brochure, please contact us at (610) 687-8080. The 

information in this brochure has not been approved or verified by the United 

States Securities and Exchange Commission or by any state securities authority. 
 

Additional information about Schneider Capital Management also is available on 

the SEC’s website at www.adviserinfo.sec.gov. Registration with the SEC does not 

imply a certain level of skill or training. 
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This Item is used to provide our clients with a summary of material changes to the 

Brochure. This Brochure has been updated to disclose John Canning currently serves 

as SCM’s Chief Compliance Officer. The main address is now 1000 Westlakes Drive 

Suite 150, Berwyn, PA 19312. The Drake Energy Fund, L.P. is no longer offered to 

the general public via a private offering. There are no other material changes from 

SCM’s last annual amendment of its Brochure, which was filed in March 2019. 
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Schneider Capital Management (“SCM”) was formed in 1996 by Arnold C. Schneider, 

III, CFA. It is currently organized as a Pennsylvania corporation. Mr. Schneider is the 

controlling shareholder, President and Chief Investment Officer of the firm. SCM is 

100% employee owned. Mr. Schneider is the only shareholder owning more than 25% 

of the firm. SCM is under common control with Turnbridge Management Partners 

(“Turnbridge”), the general partner of Drake Energy Fund, L.P., a private investment 

fund. 
 

SCM’s business consists of fully discretionary investment management services not 

involving investment supervisory services. SCM generally provides investment advice 

to institutional investors, investment companies, and pension and profit sharing plans. 

SCM offers advice on: exchange-listed securities, securities traded over-the-counter, 

foreign issuers, corporate debt securities, mutual fund shares, United States government 

securities, options contracts on securities, options contracts on commodities, futures 

contracts on tangibles, futures contracts on intangibles and Exchange Traded Funds. 
 

SCM engages in fundamental securities analysis focused on a value discipline and 

employs strategies in furtherance of its analysis including: long-term and short-term 

purchases, short-term trading, short sales, margin transactions and option writing. 

Clients may impose restrictions or prohibitions on investing in certain securities or 

types of securities. Many sources of information are utilized by SCM to achieve its 

investment goals. Sources of information include financial newspapers and magazines, 

inspections of corporate activities, research materials prepared by others, annual reports, 

prospectuses, filings with the Securities and Exchange Commission and company press 

releases. 
 

SCM manages the portfolio of a private investment fund: Drake Energy Fund, L.P. (the 

“Partnership Fund”). The Partnership Fund operates under an exclusion from 

registration as an investment company under Section 3(c)(1) of the Investment 

Company Act of 1940, as amended (the “Investment Company Act”). The Partnership 

Fund is no longer offered to the general public through a private offering. 
 

Assets under management as of December 31, 2019 were $411 million. 

Item 4 – Advisory Business 
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Fees are calculated as a percentage of assets under management and are payable either 

monthly or quarterly in arrears. Generally, SCM calculates the fee and invoices the 

client during the month proceeding the calendar quarter. In some cases, the client 

calculates the fee payable to SCM. 
 

The standard advisory fee schedules in effect are described below. Certain clients may 

have different fee arrangements. Fees may be subject to negotiation or modification 

based on special circumstances such as the nature and size of the client relationship, 

services provided to the client and other special circumstances applicable to a client 

such as the type of product or the imposition of restrictions on the account. For 

example, fees for accounts managed for non-profit/religious organizations or mutual 

funds may differ from these schedules and may be negotiated based upon the factors 

described herein and other relevant circumstances. SCM may negotiate its advisory fee 

when personalized client services are provided under an Advisory Agreement, the cost 

of which is embedded in the overall advisory fee, and are increased or decreased at the 

request of the client. 
 

As described in Item 6 below, Turnbridge, shares in the profits and losses of the 

Partnership Fund and may be entitled to receive a performance allocation equal to a 

percentage of net profits of the capital accounts in the partnership under certain 

circumstances, as fully set forth in the private placement memorandum of the 

Partnership Fund. Upon request by a Client and subject to negotiation, performance fees 

are available to certain other advisory clients. SCM’s waiver of the stated minimum 

asset size of an account may result in the imposition of a fee higher than the standard 

advisory fee in the fee schedules. 
 

Clients may be given an appropriate fee adjustment for multiple client accounts under 

management, including client accounts in different investment products managed by 

SCM. Reductions in the standard advisory fee may be applied when client asset 

balances exceed predefined amounts. SCM may negotiate different discounts with 

particular clients with multiple accounts based on considerations relating specifically to 

such clients. SCM may, on a negotiated basis, aggregate assets of clients with multiple 

accounts to determine the fee when the contractual fee schedule includes breakpoints. 
 

Clients may pay fees different from the schedules listed herein based upon the schedules 
in effect when Adviser’s services were retained. 

 

The mutual funds and ETFs that SCM invest client assets in charge investment 
management fees. Clients will incur those underlying management fees and the 

management fees are in addition to SCM’s fee. In addition, clients will incur brokerage 
and other transaction costs separately of SCM’s fee. Please see Item 12 for more 

information regarding SCM’s brokerage practices. 

Item 5 – Fees and Compensation 
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Fee Schedule 
 

The annual management fee for each strategy offered by SCM is as follows: 

Smid Cap Value (formerly Value Equity) 

90 basis points on the first $20 million of assets under management 
75 basis points from $20 million to $50 million 

60 basis points on assets over $50 million 

The minimum account size is $10 million 
 

Small Cap Value 
 

100 basis points on the first $50 million of assets under management 

90 basis points on assets over $50 million 

The minimum account size is $10 million 
 

Large Cap Value 
 

70 basis points on the first $25 million of assets under management 

50 basis points from $25 million to $50 million 

40 basis points on assets over $50 million 

The minimum account size is $10 million 

Mid Cap Value 
 

80 basis points on the first $25 million of assets under management 
60 basis points from $25 million to $50 million 

50 basis points on assets over $50 million 

The minimum account size is $10 million 
 

All-Cap Value 
 

85 basis points on the first $30 million of assets under management 

70 basis points from $30 million to $70 million 

55 basis points on assets over $70 million 

The minimum account size is $10 million 

SCM, in its sole discretion, may accept accounts with a lower initial account size in any 

product it offers to clients. 
 

The Partnership Fund advisory fee is 1.00% of net asset value. SCM, in its sole 

discretion, may waive all or a portion of its fee for certain investors in a private fund. 

The Partnership Fund is also subject to the performance-based fees described in Item 

6. 
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Mutual Fund Fees: 

Schneider Small Cap Value Fund = 1.00% of average daily net assets. 

 

SCM’s actual advisory fee for the Schneider Small Cap Value Fund may be lower than 

the contractual fee listed above as a result of waiving all or a portion of its fee to 

maintain a targeted total annual fund operating expense ratio. 
 

Portfolio Valuation for Fee Calculation 

 Institutional Separate Accounts (including unaffiliated registered investment 

companies)”: As set forth in the client’s adviser agreement with SCM, portfolio 

valuations are generally determined by either (i) SCM, using its own asset 

valuations (ii) the client’s custodian or (iii) a third-party administrator. SCM’s 

valuations are generally based upon information that SCM receives from third- 

party pricing vendors, and may be higher or lower than the portfolio valuation 

calculated by a custodian bank or administrator. If no pricing vendor 

information is available or SCM does not agree with the vendor’s valuation, 

SCM uses various methods to determine a fair value. 
 

 Schneider Mutual Fund: The net asset value of the Schneider Mutual Fund is 

calculated by the Fund administrator once daily at the close of regular trading 

hours on each day the New York Stock Exchange is open. If market quotations 

are unavailable or deemed unreliable by the Fund administrator, SCM 

determines a fair value in accordance with the procedures adopted by the Fund’s 

Board of Directors. 

 

 The Partnership Fund: Portfolio valuations are generally determined by 

SCM. If no pricing vendor information is available or SCM does not agree 

with valuation of the pricing vendor, SCM uses various methods to determine 

a fair value. 
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SCM has one client with performance-based fees. SCM is under common control with 

Turnbridge Management Partners, the general partner to the Partnership Fund. SCM 

manages the portfolio of the Partnership Fund. Turnbridge, in accordance with the 

provisions of the Partnership Fund, is entitled to receive an incentive allocation each 

year, based on the performance of the Partnership Fund. Performance-based fees as 

well as the use of derivative securities, short selling, and rapid trading strategies 

employed by SCM in the Partnership Fund create a conflict of interest with respect to 

accounts with asset-based fees and provide an incentive to favor the Partnership Fund. 

Additionally, we may have an incentive to favor accounts in which SCM, or its 

principle, own a substantial interest (referred to as “Proprietary Accounts”). SCM has 

compliance policies and procedures in place that it believes are reasonably designed to 

mitigate these conflicts of interest. These potential conflicts include, among other 

things, treating performance-based clients and Proprietary Accounts more favorably 

than non-affiliated clients in connection with the allocation of limited investment 

opportunities or the allocation of aggregated trade orders. With respect to the allocation 

of investment opportunities, it is SCM’s policy to allocate investment opportunities 

among its clients in a fair and equitable manner that, over time, does not unfairly favor 

some clients at the expense of others or favor Proprietary Accounts over those of other 

clients. To minimize such conflicts of interest, SCM has implemented certain policies 

and controls. For example, SCM prohibits favoring any account by engaging in 

purchases or sales of a particular security prior to implementing a trade decision for 

other accounts so to take advantage of or circumvent any short-term price movement. 

For information about SCM’s Aggregation and Allocation policies and procedures, 

please refer to Item 12. 

Item 6 – Performance Based Fees and Side-By-Side Management 
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SCM provides portfolio management services to the types of clients described below. 

Where relevant, this disclosure also includes information about the minimum account 

size necessary to open and maintain a client account. See Item 5 for a discussion of 

SCM’s compensation for managing each of the following types of client accounts. 

 

Institutional Separate Accounts 

SCM provides portfolio management services to Institutional Separate Accounts. 

SCM’s management of the institutional client’s separate account will be consistent with 

the particular investment strategy or strategies the client selected for that account. 

Clients may impose certain limitations and restrictions on SCM’s discretionary 

authority. The menu of investment strategies which SCM may make available to 

Institutional Separate Account clients is shown below. 

 

Equity Strategies 
Small Cap Value 

Mid Cap Value 
Large Cap Value 

Smid Cap Value 

All Cap Value 

 

The account minimum for an institutional client separate account is $10 million. SCM, 

in its sole discretion, may waive account minimums for any strategy it offers. 

 

Schneider Mutual Fund 

SCM is the investment adviser to the Schneider Small Cap Value Fund, an investment 

portfolio of The RBB Fund, Inc., which is a diversified, open-end management investment 

company registered under the Investment Company Act of 1940. 

 

SCM’s service to the Fund is overseen by the Fund’s Board of Directors. Additional 

information about the Fund’s investment objective, strategy and risks, can be found in 

the Fund’s prospectus and statement of additional information. These documents are 

publicly available through SCM’s website (www.schneidercap.com) or through the 

EDGAR database on the SEC’s website (www.sec.gov) and may be obtained free of 

charge by contacting the Schneider Funds at 1-888-520-3277. 

 

Private Investment Funds 

Drake Energy Fund, L.P. (the “Partnership Fund”) operates as private, unregistered 

investment fund. SCM provides investment adviser and certain administrative services 

Item 7 – Types of Clients 
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to the Partnership Fund. See Item 4 for additional information about the ownership of 

Turnbridge Management Partners, the general partner to the Partnership Fund. 

 

Investors in the Partnership Fund must be “accredited investors” as defined in 

Regulation D of the Securities Act of 1933, as amended, as well as “qualified clients” 

pursuant to Rule 205-3(d)(1) promulgated under the Investment Advisers Act of 1940 

(the “Advisers Act”). The Private Investment Fund is no longer offered to the general 

public through private offereing. The minimum account size to invest in a Private 

Investment Fund is $250,000. 

 

In addition, SCM serves as a sub-adviser to a private investment fund. 

 

Proprietary Accounts 

SCM provides portfolio management services to accounts where SCM, or a principle, 

owns a substantial interest. 
 

 

 

 

 

 

Active value equity investing has been the sole focus of the firm since it was founded in 

1996. The primary strategy for SCM is to invest in common stocks of U.S. companies 

with different market capitalizations, and which SCM believes are undervalued. SCM 

selects securities based on a continuous study of trends in industries and companies, 

industry literature, company reports, financial reports, company presentations, earnings 

power and growth. Securities selected by SCM may have the following characteristics: 
 

 have low price-to-earnings and low price-to-book value ratios; and 

 are typically considered out of favor by the market as a result of decelerating 
revenue growth, declining profit margins and increasing competition. 

 

SCM may sell securities when: 
 

 a security becomes widely recognized by the professional investment 

community as a result of accelerating revenue growth, expanding 

margins and decreased competition; 
 

 a security appreciates in value to the point that it is considered to be 

overvalued; 
 

 client portfolios should be rebalanced to include a more attractive stock or 

stocks; or 

Item 8 – Methods of Analysis, Investment Strategy and Risk of Loss 
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 an issuer’s earnings are in jeopardy. 

SCM’s strategy involves risks, primarily: 

 common stocks are subject to market, economic and business risks that will 

cause their prices to fluctuate over time; and 
 

 securities believed to be undervalued, relative to their underlying profitability 
will not appreciate in value as anticipated. 

 securities of small capitalization companies will fluctuate in price more than 

large capitalization companies. 

 limited liquidity in securities will create difficulty in establishing or closing 

out positions in securities at prevailing market prices. 
 

 

Investing in securities involves risk of loss of your principal investment and clients must be 

prepared to bear such loss. 
 
 

 

 

SCM is required to disclose all legal or disciplinary events that would be material to 

your evaluation of it or the integrity of its management. SCM has no information 

applicable to this item 
 

 

 

 

 

SCM is not affiliated with, nor does the firm have special arrangements, with any entity 

in the financial services industry other than Turnbridge. 
 

 

 

 

 

 

SCM buys or sells for itself securities that it also recommends to clients. SCM has 

adopted a Code of Ethics to minimize this conflict of interest. The firm will provide a 

copy of the Code of Ethics to any client or prospective client upon request. The Code of 

Ethics restricts personal trading so that no employee can personally benefit from a 

trading program for clients. For purposes of applying SCM’s Code of Ethics, 

Item 9 – Disciplinary Information 

Item 10 – Other Financial Industry Activities and Affiliations 

Item 11 – Code of Ethics 
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Proprietary Accounts are considered client accounts for trading, reporting and 

recordkeeping purposes. 
 

Personal Trading Policy 
 

Our personal trading and conduct must recognize that our clients always come first, that 

we must avoid any actual or potential abuse of our positions of trust and responsibility, 

and that we must never take inappropriate advantage of our positions. 
 

All employees must clear personal securities transactions in any Covered Security, as 

defined in Section 2(a)(36) of the Investment Company Act of 1940 and Section 

202(a)(18) of the Investment Adviser Act of 1940, prior to execution. The only 

exceptions are DRIPS, index and U.S. government securities futures and options, 

automatic ESOP plan acquisitions, open-end mutual funds (excluding those SCM or a 

control affiliate acts as the investment adviser or principal underwriter), U.S. 

government securities, commercial paper or non-volitional transactions or securities not 

eligible for purchase or sale by SCM or any client of SCM. Clearance is obtained by 

contacting the Personal Trading Compliance Officer (or another member of that 

department who is authorized by the Personal Trading Compliance Officer), for 

approval. The Personal Trading Compliance Officer or his designee will maintain a log 

of all requests for approval as coded confidential records of the firm. Clearance will be 

in effect for one day only. 
 

Employees must file a quarterly report of all personal securities transactions within 30 

calendar days after the end of each quarter. 
 

SCM seeks to ensure that employees do not personally benefit from the short-term 

market effects of executing transactions on behalf of clients. It is the policy of SCM that 

no employee shall prefer his or her own interest to that of a client. 
 

No person shall buy or sell a Covered Security within seven (7) calendar days before or 

after any Client of the Firm trades in that security if the Covered Security was being 

considered for purchase or sale at the time of the person’s transaction. Any trades made 

within the proscribed period shall be unwound, if possible. Otherwise, any profits 

realized on trades within the proscribed period shall be disgorged. Certain exceptions 

may apply for de minimis transactions by SCM or the employee. 
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In no event will we direct portfolio securities transactions or enter into agreements, 

express or implied for selecting a broker or dealer as a means of remuneration for 

recommending us as an investment adviser for prospective or present clients or in 

consideration for the broker’s or dealer’s promotion or sale of shares we advise or sub- 

advise. However, portfolio transactions may be placed with firms who have made such 

recommendations if otherwise consistent with best price and execution. Portfolio 

security transactions may be directed to a broker or dealer that sells shares of a mutual 

fund we advise or sub-advise if to do so would comply with the relevant mutual fund 

policies and procedures to ensure compliance with Rule 12b-1(h) under the Investment 

Company Act of 1940. In some instances, clients express preferences for or direct us to 

place orders for that client's account with specific brokers or dealers which provide 

services to that client. We may accept such preference or direction to the extent that it is 

consistent with obtaining best price and execution under the circumstances, and meets 

applicable regulatory obligations and constraints; however, where clients designate 

brokers or dealers, it may not always be possible to obtain for such clients the lower 

transaction rates which might be obtainable if SCM had full discretion in the selection 

of the executing firm, or to permit the client to participate in volume discount for 

aggregated transactions of fully discretionary clients. 
 

SCM ensures a client’s directed brokerage arrangement does not adversely affect other 

clients’ investment results. If a client order placed pursuant to a directed brokerage 

arrangement cannot be included in an aggregate order, they will generally be executed 

after all discretionary orders, in which case clients directing brokerage may incur other 

transaction costs, or receive less favorable net prices on transactions for their accounts 

than might otherwise be the case. When aggregating directed brokerage orders with 

non-directed brokerage orders, SCM satisfies a client’s directed brokerage obligation 

via a step-out trade whereby all or a portion of the client’s trade is cleared and settled by 

that client’s directed broker. In such cases, the directed brokerage client’s net trading 

costs may be lower than other clients of SCM after considering the benefit the client 

receives from the directed broker. We regularly monitor changes in market conditions, 

the quality of execution of securities transactions, and the availability of new or 

alternative methods for executing transactions. We welcome the opportunity to discuss 

our policies and the impact of the condition in specific markets with our clients. 
 

SCM may be unable to achieve the most favorable execution of client transactions when 

satisfying a client’s request to direct trades to a particular broker. Directing brokerage 

may cause clients to incur higher costs. 

Item 12 – Brokerage Practices 
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Brokerage/soft dollar practices 
 

Our policy on brokerage practices is to seek the best available price and most favorable 

execution, through responsible broker-dealers, in all trades. All brokers and dealers are 

unaffiliated with us. The full range of brokerage services are considered in deciding 

what firm to use. When more than one brokerage firm can offer the best available 

combination of price and execution, consideration may be given in selecting these 

brokers for other research services directly related to fulfilling the portfolio 

management process. Negotiated commission rates will be based upon our judgment of 

the rate which reflects the execution requirements of the transaction without regard to 

whether the broker provides research services in addition to execution. Research 

services may include advice, analyses and reports that cover market, financial, 

economic and similar data related to securities and the financial markets. Certain 

analytical software, seminars and conferences (excluding travel, meals and 

entertainment) also may be considered research services. Brokers also may provide 

services to SCM that relate to limited aspects of trade execution. Research and 

brokerage services generated by a client’s transactions may be used by SCM for the 

benefit of its other clients. To the extent applicable, the provisions of Section 28(e) of 

the United States Securities Exchange Act of 1934 are specifically incorporated in this 

policy. 
 

Factors considered in the selection of brokers and dealers for client transactions include 

the price of the security, the rate of commission, the size and difficulty of the order, the 

reliability, integrity, financial condition, general execution and operational capabilities 

of competing brokers and dealers, and brokerage and research services. When products 

serve both research and non-research functions, a good faith determination is made of 

the research and non-research use of the product or service and allocates brokerage only 

with respect to the research component. Factors used to evaluate reasonableness of 

brokerage commissions paid include: historical commission rates; rates paid by 

institutional investors based on publicly available information; rates quoted by brokers 

and dealers; the size of a particular transaction; and the complexity of a particular 

transaction in terms of execution and settlement. SCM utilizes electronic 

communications networks when it believes the ECN is an effective trading vehicle, the 

volume trades required by SCM can be accomplished and the transaction will be 

consistent with best available price and most favorable execution. When SCM uses 

client brokerage commissions (or markups or markdowns) to obtain research or other 

products or services, the firm receives a benefit, because it did not produce or pay for 

the research. The receipt of “soft dollar” benefits may create an incentive to select or 

recommend a broker-dealer for the research products or services, creating a conflict of 

interest as to seeking clients’ interest in receiving the most favorable execution. To the 

extent that SCM causes clients to pay a higher commission to receive research, products 

or services, it does so in compliance with Section 28(e) of the Securities Exchange Act 

of 1934. Soft dollar benefits are used to serve all client accounts. SCM uses soft dollars 
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solely for investment decision-making or trade execution. SCM uses soft dollars to 

obtain research and research services created or developed by brokers (proprietary) and 

third-parties. Proprietary and third-party research includes a wide variety of reports, 

charts, publications, and proprietary data on economic strategy, credit analysis, or stock 

and bond market conditions and projections. In addition, certain brokers may provide 

invitations to attend conferences and meetings with management representatives of 

companies or with other analysts and specialists. SCM also uses soft dollars to purchase 

software that provides market data to assist in the investment decision making process. 

Although a particular client may, from time to time, benefit from these services a client 

account may not generate soft dollar commissions. Proprietary accounts generally do 

not generate soft dollar commissions. 
 

Aggregation of client orders and allocation of trades 
 

Although each client’s account is individually managed, at times, SCM will purchase 

and/or sell the same securities for numerous accounts. The firm aggregates client orders 

based on circumstances existing at the time the orders are received and consistent with 

its policy of seeking best price and execution. Aggregated orders may include orders for 

investment vehicles in which SCM or its affiliates have an interest. Clients participating 

in an aggregated order participate at the average share price with all transaction costs 

shared on a pro rata basis, based on the client’s participation in the transaction. 
 

When aggregating orders, SCM seeks to avoid favoring any client account over any 

other client account. The inclusion of an account in an aggregate order is based on 

factors such as consistency with investment objective and guidelines, suitability, 

investment strategy, timing of order placement, order price, and client cash flow. 
 

Adjustments to a client order, including the clients participating in an aggregate order, 

may be made by SCM prior to trade execution to maintain the specific security, 

industry, sector or other applicable weighting prescribed by SCM for a particular client. 
 

A product offered by SCM and consequently, the clients invested in the product, may be 

omitted from an order aggregation for a security that otherwise would be eligible for an 

investment product, including Initial Public Offerings (IPO’s), to maintain the specific 

security, industry, sector or other applicable weighting prescribed by SCM for the 

particular product. 
 

Certain investment opportunities may be suitable for or consistent with the strategy or 

investment objective of only one or a limited number of client accounts. In those cases, 

it is possible that a particular securities acquisition or disposition will be considered for 

one or a limited number of accounts. On occasions when accounts are fully invested, the 

lack of available cash in an account will preclude an account from inclusion in an 

acquisition of investments otherwise suitable for the client. 
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If an aggregated order is filled in its entirety, it is allocated to clients according to the 

investment strategy being pursued for the client, which includes a predetermined 

weighting for certain securities in the account. Where the account weightings for a 

security are the same, the filled order would be allocated among the accounts with each 

account receiving its proportionate weighting. If an order is partially filled, it would be 

allocated to the participating clients on a pro rata basis, based on order size. Under 

certain circumstances, filled order allocations may be on a basis other than pro rata or 

may be revised or adjusted after execution because of events that have occurred in a 

client account subsequent to the order placement and SCM believes such allocation is 

fair and reasonable. Factors that impact the adjustment of a pro rata allocation include 

specific client instructions, market value increases in a security’s value that violates 

client guidelines, and cash flows in and out of a client account. Also, to the extent that 

the limited availability of a security would result in de minimis allocations if a pro rata 

allocation were made, the firm may exclude one or more accounts from participation in 

the order. 
 

IPOs 
 

SCM allocates IPO shares among participating clients pro-rata, based upon relative size 

of the accounts. In such cases, clients may receive a de minimis allocation of the 

security. 
 

Broker Cross Transactions 
 

From time to time, SCM may place an open market purchase order for one client 

account while on the same day and time simultaneously place an open market sale order 

for another client account for the identical class of issuer securities through the same 

broker (a “Broker Cross Transaction”). SCM may effect a Broker Cross Transaction 

when it believes it would be consistent with its duty to provide “best price and 

execution” for its clients. Each client account participating in a Broker Cross 

Transaction shall receive the current market price for the respective purchase or sale. 

No brokerage commission, fee, or other remuneration is paid excluding a customary 

$.01 per share transfer fee. SCM’s policy prohibits ERISA accounts, Proprietary 

Accounts and funds that SCM (or its owners, employees or affiliates) controls in a 

Broker Cross Transaction order. 

 

Broker Cross Transaction that include registered investment company client accounts 

are identified by SCM and reported no less than quarterly to the fund’s board of 

directors to ensure compliance with Rule 17a-7. 



14 
 

 

 

 
 

 

SCM offers investment advisory services to clients seeking a value investment strategy. 

SCM offers several value products which are categorized by the market capitalization of 

securities that would generally comprise a client account. Although each client account is 

individually managed, SCM generally makes investment decisions at the product level, 

with all accounts that comprise a product participating in the investment, provided client 

imposed limitations or restrictions do not require exclusion and the decision is consistent 

with the investment objectives and strategy of the client. SCM’s Chief Investment Officer 

generally reviews each product daily and makes changes as required to maximize the 

return to the underlying accounts and to implement client instructions. A cross-reference 

list of securities held by all clients is maintained to facilitate identification of accounts 

holding securities which need immediate attention. 
 

At a minimum, full reports of performance, securities held in the portfolio, strategy, and 

major purchases and sales are sent quarterly. 
 

 

 

 

 

SCM is currently contemplating entering into an agreement with a registered broker-dealer 

to recommend SCM’s investment management services to financial intermediaries and to 

solicit for and refer to SCM potential investment advisory clients. Pursuant to this 

arrangement such solicitor is paid a commission equal to a percentage of the management 

fee received by SCM.  
 

 

 

 

SCM does not have custody of client assets. All assets of clients are held at a qualified 

custodian.  

Item 13 – Review of Accounts 

Item 14 – Client Referrals and Other Compensation 

Item 15 – Custody 
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SCM has discretionary investment authority over client accounts that are managed by 

SCM. 
 

 

 

 

 

SCM votes proxies in the best interests of clients. SCM has developed proxy voting 

guidelines that address issues related to sound corporate governance and social 

responsibility. The exclusive purpose of each voting decision is to maximize the 

economic value of the client’s investment. SCM may vote against management on 

specific issues which are deemed to impair shareholder rights or value. Specific 

guidelines cover board of director issues, capitalization issues, shareholder rights and 

proxy voting, executive compensation, routine corporate issues, social responsibility 

issues and conflicts of interest. Other issues are considered in light of relevant facts and 

circumstances. 
 

The portfolio manager and Proxy Voting officer are primarily responsible for 

monitoring corporation actions, making voting decisions and ensuring that proxies are 

submitted timely. SCM may form special committees, from time to time, to address 

unusual proxy voting issues or conflicts. 
 

All conflicts of interest will be resolved in the interest of the clients. Occasionally, SCM 

may be subject to conflicts of interest in the voting of proxies due to business or personal 

relationships it maintains with persons having an interest in the outcome of certain votes. In 

situations where SCM perceives a material conflict of interest, SCM may disclose the 

conflict to the relevant clients; defer to the voting recommendation of the clients or of an 

independent third party provider of proxy services; send the proxy directly to the clients for 

a voting decision; abstain from voting; or take such other action in good faith, in 

consultation with counsel, to determine the appropriate method to resolve the conflict in the 

interest of clients, based upon the particular facts and circumstances. With respect to 

investment company clients, conflicts may arise as to votes involving the investment 

adviser, the underwriter, their affiliates or affiliates of the investment company. In such 

cases, SCM will follow the voting guidelines adopted by the Firm, including the process for 

handling conflicts. Under normal circumstances, if a conflict is determined not to be 

material, SCM will vote the proxy in accordance with its policy and procedures. The 

method selected by SCM to vote proxies in the presence of a conflict may vary depending 

upon the facts and circumstances of each situation and the requirements of applicable law. 

 

A report summarizing each corporate issue and corresponding proxy vote is available to 

clients upon request. 
 

Item 16 – Investment Discretion 

Item 17 – Voting Client Securities 
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SCM votes all proxies relating to a particular proposal the same way for all client 

accounts holding the security in accordance with the proxy voting guidelines set forth in 

the Proxy Policy, unless a client specifically instructs SCM in writing to vote such 

client’s securities otherwise. In such cases, the voting decision for that client may not 

contribute to maximizing the economic value of the client’s account. 
 

SCM attempts to vote all proxies related to the shares held in a client’s account. Shares 

on loan in connection with a client’s securities lending program, are generally not voted 

nor will SCM request a client recall shares on loan. 
 

If you are a client of SCM and would like a copy of SCM’s Proxy Voting Policy or 

would like a report on how SCM voted your shares, please send a written request to: 

 

Schneider Capital Management 

Attn: Chief Compliance Officer 

1000 Westlakes Drive 

Suite 150 

Berwyn, PA 19312 

 

Email requests may be sent to johnc@schneidercap.com 
 

 

 

Registered investment advisors are required in this section to provide you with certain 

financial information or disclosures about their financial condition. SCM has no 

financial commitment that impairs its ability to meet contractual and fiduciary 

commitments to clients, and has not been the subject of a bankruptcy proceeding. 

Item 18 – Financial Information 
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