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Item 2 Summary of Material Changes 

Form ADV Part 2 requires registered investment advisers to amend their brochure when information 
becomes materially inaccurate. If there are any material changes to an adviser's disclosure 
brochure (“Brochure”), the adviser is required to notify you and provide you with a description of the 
material changes. 

 

This Brochure is being amended to 1) disclose regulatory assets under management as of January 31, 
2021. 
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Item 4 Advisory Business 

Altrius Capital Management, Inc. (“Altrius”) is an SEC-registered investment adviser based in New Bern, 
North Carolina. Our firm was founded in 1997 and is organized as a Subchapter S-corporation under 
the laws of the State of North Carolina. We have been providing investment advisory services since 
2004. James M. Russo is our principal owner. We have been delivering global balanced investment 
management services to a broad range of clientele for more than a decade and seek to provide 
diversified investment management services utilizing our fundamentally based, value oriented, and risk 
managed investment management process. With an economics underpinning and a value-based 
philosophy, our investment management process is focused on finding the best solutions for investors 
across markets in an effort to deliver risk managed out performance over the short and long term. 

 
As used in this Brochure, the words "we", "our" and "us" refer to Altrius and the words "you", "your" and 
"client" refer to you as either a client or prospective client of our firm. Also, you may see the term 
Associated Person throughout this Brochure. As used in this Brochure, our Associated Persons are our 
firm's officers, employees, and all individuals providing investment advice on behalf of our firm. 

 

Investment Management Services 

We provide discretionary investment management services in accordance with your individual 
investment objectives. In the event you decide to engage our firm to provide investment management 
services (which may include certain financial planning and/or consulting services), you will be required 
to enter into a written agreement with us setting forth the terms and conditions of the engagement, 
describing the scope of the services to be provided, and the fees to be paid. 

 

If you participate in our discretionary portfolio management services, we require you to grant our firm 
discretionary authority to manage your account. This authorization includes deciding which securities 
to buy and sell, when to buy and sell, and in what amounts, in accordance with your investment 
program, without obtaining your prior consent or approval for each transaction. Discretionary authority 
is typically granted by the investment advisory agreement you sign with our firm, a power of attorney, 
and/or trading authorization forms. You may limit our discretionary authority (for example, limiting the 
types of securities that can be purchased for your account) by providing our firm with your restrictions 
and guidelines in writing. 

 
Account supervision is guided by your stated objectives (balanced, conservative balanced, and equity 
tilted balanced). We will assist you with identifying your investment objectives by assessing your risk 
tolerance based upon your age, income, need for cash flows, investment goals, and emotional tolerance 
for volatility. Strategies are then developed and implemented through an optimal combination of 
investments. When constructing portfolios, we will determine how to allocate funds across different 
assets classes and securities. Refer to the Other Financial Industry Activities and Affiliations section 
below for disclosures on investments in our affiliated mutual fund(s). 

 

We will also provide you with reports, at least quarterly, that generally include relevant account and/or 
market-related information such as an inventory and appraisal of account holdings, and investment 
performance. We may provide additional reports at your request. We encourage you to reconcile our 
reports with those received from the qualified custodian. If you find your holdings differ between these 
two statements, call our main office number located on the cover page of this Brochure. 

 
In providing the contracted services, we are not required to verify any information we receive from you 
or from your other professionals (e.g. attorney, accountant, etc.) and we are expressly authorized to 
rely on the information you provide. You must promptly notify our firm if your financial situation, goals, 
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objectives, or needs change of if you wish to impose or change any reasonable restrictions on our 
management of your account(s). 

 

Financial Planning 
Financial planning defined services will typically involve providing a variety of services, principally advisory 
in nature, to you regarding the management of your financial resources based upon an analysis of your 
individual needs. At the inception of the client relationship, we will establish your objectives by collecting 
data and reviewing your financial information and circumstances. Once such information has been 
reviewed and analyzed, written reports designed to achieve your stated financial goals and objectives will 
be produced and presented to you. The primary objective of this process is to allow us to assist you in 
developing a strategy for the successful management of income, assets and liabilities in meeting your 
financial goals and objectives. Financial plans may incorporate recommendations with respect to cash 
flow, assets and liabilities, asset allocation, insurance analysis, education funding, retirement planning, 
estate planning, tax strategies, asset protection, real estate, charitable giving, equity compensation, and 
small business planning. Additionally, financial planning services include periodic reviews and assistance 
to you in implementing the plan as mutually agreed upon. Financial plans are based on your financial 
situation at the time the plan is presented and are based on the financial information disclosed by you to 
us. You are advised that certain assumptions may be made with respect to interest and inflation rates and 
the use of past trends and performance of the market and economy. Past performance is in no way an 
indication of future performance. We cannot offer any guarantees or promises that your financial goals 
and objectives will be met. As your financial situation, goals, objectives, or needs change, you must notify 
us promptly. Financial planning is offered through an ongoing relationship or, in narrowly defined 
circumstances, a limited scope defined service relationship. 

 

Advisory Consulting Services 

Some clients may need general consulting services on specific securities and non-securities related 
investments. Such services may include some modular financial planning functions, or more general 
advice. We do not offer legal or tax counsel. At your request, we will provide professional references in 
these and associated areas. 

 

Consulting services may include, but are not limited to, risk assessment/management, education 
funding, or financial decision making/negotiation. Through this limited engagement, you agree to hold 
our firm and our Associated Persons harmless from any liability arising out of any area(s) that we were 
not expressly contracted to review and/or analyze. Fees and fee-paying arrangements for general 
consulting services are negotiated on a case by case basis. In the event you decide to engage our firm 
for advisory consulting services, you will be required to enter into a written engagement letter with us 
describing the scope of the services to be provided and the fees to be paid. 

 

Pension Consulting Services 
We offer pension consulting services to employee benefit plans and their fiduciaries based upon the 
needs of the plan and the services requested by the plan sponsor or named fiduciary. In general, these 
services may include an existing plan review and analysis, plan-level advice regarding fund selection 
and investment options, and/or education services to plan participants regarding risk tolerance and 
investment choices. 

 

Advisory Services to Retirement Plans 
As disclosed above, we offer various levels of advisory and consulting services to employee benefit plans 
(“Plan”) and to the participants of such plans (“Participants”). The services are designed to assist plan 
sponsors in meeting their management and fiduciary obligations to Participants under the Employee 
Retirement Income Security Act (“ERISA”). Pursuant to adopted regulations of the U.S. Department of 
Labor under ERISA Section 408(b)(2), we are required to provide the Plan's responsible plan fiduciary 
(the person who has the authority to engage us as an investment adviser to the Plan) with a written 
statement of the services we provide to the Plan, potential conflicts of interest, the compensation we 
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receive for providing those services, and our status (which is described below). 
 

The services we provide to your Plan and related compensation are described below at Item 5, and in 
the service agreement that you have previously signed with our firm. We also participate in the TD 
Ameritrade Advisor Direct referral program (“Advisor Direct”), described more fully below at Item 12 and 
Item 14, and receive certain benefits resulting from our participation in Advisor Direct. We do not 
reasonably expect to receive any other compensation, direct or indirect, for the services we provide to 
the Plan or Participants. Nonetheless, if we receive any other compensation for such services, we will (i) 
offset the compensation against our stated fees, and (ii) promptly disclose the amount of such 
compensation, the services rendered for such compensation and the payer of such compensation to 
you. 

 

In providing services to the Plan and Participants, our status is that of an investment adviser registered 
under the Investment Advisers Act of 1940, and we are not subject to any disqualifications under Section 
411 of ERISA. In performing fiduciary services, we are acting as a fiduciary of the Plan as defined in 
Section 3(21) under ERISA, only. In all cases, our status as a fiduciary under ERISA is clearly disclosed 
in the agreement you previously signed. If there is any discrepancy between the disclosures in this 
paragraph and the agreement, the agreement shall govern. 

 

Sub-Advisory Services Offered to Other Registered Investment Advisers 

We may act as a sub-adviser to other registered investment advisers (the “Principal Adviser”) who wish 
to engage us to manage all, or a portion of, their clients’ portfolios. Both our firm and the Principal Adviser 
may be granted dual trading authority. Under certain arrangements, we will have discretionary authority 
over a portion of the assets to buy and sell based on the client’s individual needs. Typically, the Principal 
Adviser will have discretionary trading authority over the client's account and will be responsible for 
supervising the management of the account. Accordingly, the Principal Adviser will monitor the 
investment management activity conducted on behalf of the account by our firm. Fees will be deducted 
from the account(s) held at an unaffiliated, qualified custodian. Our firm and the Principal Adviser will 
share in the fee collected. This fee sharing arrangement does not increase the client's advisory fee. 

 

Types of Investments 
Accounts are normally managed using individual common stocks and bonds, exchange traded funds 
(“ETFs”), structured notes, master limited partnerships and real estate investment trusts on an asset 
allocation basis. Additionally, we may recommend other types of investments since each client has 
different needs and different tolerances for risk. We may also advise you on any type of investment held 
in your portfolio at the inception of our advisory relationship, or on specific types of investments at your 
request. 

 
You may request that we refrain from investing in particular securities or certain types of securities. You 
must provide these restrictions to our firm in writing. 

 

Assets Under Management 
As of January 31, 2021, we provide continuous management services on $364,976,454 in discretionary 
assets and $6,622,768 in non-discretionary assets where we make recommendations and have the 
authority to make purchases or sales. 
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Item 5 Fees and Compensation 

Investment Management Services 
Our fee for investment management services is based on a percentage of your assets we manage and is 
set forth in the following annual fee schedule: 

 
Account Asset Value Fees (Annualized) 

First $500,000 1.40% 

Next $500,000 1.00% 

Over $1 million 0.80% 

 
In special circumstances, and in our sole discretion, we may negotiate a lesser management fee based 
upon certain criteria (i.e., the amount of work involved, amount of assets placed under our management, 
attention required in managing the account, etc.). For this fee, clients will receive asset allocation advice, 
money management, financial planning and custodial services. However, clients are made aware that 
transaction charges for trades made are paid in addition to the annual management fee. 

 
Our portfolio management fee is billed and payable quarterly in advance based on the value of your 
account on the last day of the previous quarter. For the initial quarter of investment management services, 
the first quarter's fees will be calculated on a pro-rata basis, which means the advisory fee is payable in 
proportion to the number of days in the quarter for which you are a client. 

 

We may combine the account values of family members living in the same household to determine the 
applicable advisory fee. For example, we may combine account values for you and your minor children, 
joint accounts with your spouse, and other types of related accounts. Combining account values may 
increase the asset total, which may result in your paying a reduced advisory fee based on the available 
breakpoints in our fee schedule stated above. 

 
You may make additions to and withdrawals from your account at any time, subject to our right to terminate 
your account. You may withdraw account assets on notice to our firm, and subject to the usual and 
customary securities settlement procedures. However, we design our portfolios as long-term investments 
and asset withdrawals may impair the achievement of your specific investment objectives. 

 

We will deduct our fee directly from your account through the qualified custodian holding your funds and 
securities. We will deduct our advisory fee only when you have given our firm written authorization 
permitting the fees to be paid directly from your account. Further, the qualified custodian will deliver an 
account statement to you at least quarterly. These account statements will show all disbursements from 
your account. You should review all statements for accuracy. We will also receive a duplicate copy of your 
account statements. 

 
You may terminate our portfolio management agreement by submitting 30 days' written notice to our firm, 
which is effective upon our receipt. You will incur a pro-rata charge for services rendered prior to the 
termination of our portfolio management agreement, which means you will incur advisory fees only in 
proportion to the number of days in the calendar quarter for which you were a client. If you have pre-paid 
advisory fees that we have not yet earned, you will receive a pro-rated refund of those fees. 

 

Financial Planning 
Financial planning defined service relationships separate from investment management services, which 
are offered only in limited circumstances, are charge a fixed fee ranging between $2,000 and $20,000. 
The fee is negotiated on a case-by-case basis depending upon the complexity of the situation. We will 
invoice you directly for the payment of our fees, half of the fee is required to be paid up front. 



7  

Advisory Consulting Services 

Fees and fee-paying arrangements for general consulting services are negotiated on a case-by-case 
basis. In the event you decide to engage our firm for advisory consulting services, you will be required to 
enter into a written engagement letter with us describing the scope of the services to be provided and the 
fees to be paid. 

 
You may terminate our advisory consulting services agreement by submitting 30 days' written notice to 
our firm, which is effective upon our receipt. You will incur a pro-rata charge for services rendered prior to 
the date of termination. If you have pre-paid advisory fees that we have not yet earned, you will receive a 
pro-rated refund of those fees. 

 

Advisory Services to Retirement Plans 
Fees and fee-paying arrangements for retirement plan services are negotiated on a case-by-case basis. 
Where we provide continuous asset management services, our fees and fee-paying arrangements are 
based on the tiered fee schedule and other information disclosed above at Investment Management 
Services. With respect to our Pension Consulting Services, we charge an annual fee of 0.5% of the value 
of the plan. 

 
The agreed upon services, relevant fees, and fee-paying arrangements will be disclosed in the executed 
service agreement. 

 
You may terminate our retirement plan services agreement by submitting written notice to our firm, which 
is effective upon our receipt. You will incur a pro-rata charge for services rendered prior to the termination 
of our retirement plan services agreement, which means you will incur advisory fees only in proportion to 
the number of days in the calendar quarter for which you were a client. If you have pre- paid advisory fees 
that we have not yet earned, you will receive a pro-rated refund of those fees. 

 

Sub-Advisory Services Offered to Other Registered Investment Advisers 
We are paid a percentage of assets under management by the Principal Advisers. Fees and fee-paying 
arrangements are negotiated on a case-by-case basis. 

 
Additional Fees and Expenses 

As part of our investment advisory services to you, we may invest, or recommend that you invest, in mutual 
funds and ETFs. The fees that you pay to our firm for investment advisory services are separate and 
distinct from the fees and expenses charged by mutual funds or ETFs (described in each fund's 
prospectus) to their shareholders. These fees will generally include a management fee and other fund 
expenses. You will also incur transaction charges and/or brokerage fees when purchasing or selling 
securities. These charges and fees are typically imposed by the broker-dealer or custodian through whom 
your account transactions are executed. We do not share in any portion of the brokerage fees/transaction 
charges imposed by the broker-dealer or custodian. To fully understand the total cost you will incur, you 
should review all the fees charged by mutual funds, ETFs, our firm, and others. For information on our 
brokerage practices, refer to the Brokerage Practices section of this Brochure. 

 

We may trade client accounts on margin. Fees for advice and execution on these securities are based on 
the total asset value of the account, which includes the value of the securities purchased on margin. This 
could create a conflict of interest where we may have an incentive to encourage the use of margin to 
create a higher market value and therefore receive a higher fee. The use of margin may also result in 
interest charges in addition to all other fees and expenses associated with the security involved. You are 
encouraged to contact our firm at the telephone number on the cover page of this Brochure to discuss any 
questions you may have regarding your account statement. 
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Item 6 Performance-Based Fees and Side-By-Side Management 

We do not accept performance-based fees or participate in side-by-side management. Performance- 
based fees are fees that are based on a share of capital gains or capital appreciation of a client’s account. 
Side-by-side management refers to the practice of managing accounts that are charged performance- 
based fees while at the same time managing accounts that are not charged performance-based fees. Our 
fees are calculated as described in the Advisory Business section above and are not charged on the basis 
of a share of capital gains upon, or capital appreciation of, the funds in your advisory account. 

 

Item 7 Types of Clients 

We offer investment advisory services to individuals, pension and profit sharing plans, trusts, estates, 
charitable organizations, corporations, investment companies, separately managed accounts, and other 
business entities. In general, we require a minimum of $500,000 in investible liquid assets to open and 
maintain an advisory account. At our discretion, we may waive this minimum account size. For example, 
we may waive the minimum if you appear to have significant potential for increasing your assets under 
our management, or where a smaller account is tied to a larger client relationship. We may also combine 
account values for you and your minor children, joint accounts with your spouse, and other types of related 
accounts to meet the stated minimum. 

 
Third party programs, including TD Ameritrade's Advisor Direct, may have account minimums that are 
higher or lower than our minimum account requirements. These minimums are disclosed separately in the 
relevant third-party adviser's Form ADV Brochure. Refer to Item 12 Brokerage Practices and Item 14 
Client Referrals and Other Compensation for additional disclosures on TD Ameritrade and Advisor Direct. 

 

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

We may use one or more of the following methods of analysis or investment strategies when providing 
investment advice to you: 

 

• Fundamental Analysis - involves analyzing individual companies and their industry groups, such 
as a company’s financial statements, details regarding the company’s product line, the experience 
and expertise of the company’s management, and the outlook for the company’s industry. The 
resulting data is used to measure the true value of the company’s stock compared to the current 
market value. 

 

• Long Term Purchases - securities purchased with the expectation that the value of those securities 
will grow over a relatively long period of time, generally greater than one year. 

 

• Short Term Purchases - securities purchased with the expectation that they will be sold within a 
relatively short period of time, generally less than one year, to take advantage of the securities’ 
short-term price fluctuations. 

 
Our investment strategies and advice may vary depending upon each client’s specific financial situation. 
As such, we determine investments and allocations based upon your predefined objectives, risk tolerance, 
time horizon, financial horizon, financial information, liquidity needs, and other various suitability factors. 
Your restrictions and guidelines may affect the composition of your portfolio. 

 
The use of margin transactions is not a fundamental part of our overall investment strategy, but we may 
use this strategy upon client request. 
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Our strategies and investments may have unique and significant tax implications. However, unless we 
specifically agree otherwise, and in writing, tax efficiency is not our primary consideration in the 
management of your assets. Regardless of your account size or any other factors, we strongly 
recommend that you continuously consult with a tax professional prior to and throughout the investing of 
your assets. 

 

Your account custodian, and our portfolio performance management and accounting software, will default 
to the FIFO accounting method for calculating the cost basis of your investments. You are responsible for 
contacting your tax adviser to determine if this accounting method is the right choice for you. If your tax 
adviser believes another accounting method is more advantageous, provide written notice to our firm 
immediately and we will alert your account custodian of your individually selected accounting method. 
Note that decisions about cost basis accounting methods will need to be made before trades settle, as 
the cost basis method cannot be changed after settlement. 

 

Research Processes 
In providing advisory services, research is conducted internally utilizing information obtained from a wide 
variety of sources and all professional staff members actively participate in the company’s research effort. 
Increasingly, the internet and new databases provide a wealth of ideas and information to enhance our 
research. The priority is for analysts to build up their knowledge and insights on an industry or company 
and to exploit the vast wealth of information that is increasingly available. 

 

Industry research is used to supplement the company’s own research efforts. Our analysts research 
investments on a continuous basis. Examples of resources used by our analysts and portfolio manager 
include: Value Line, Standard and Poor’s, Vickers, Thomson Reuters, Morningstar, Argus, The Street, Jay 
Walk, and Zacks Investment Research. 

 

Performance Advertising 

We advertise our past performance and claim compliance with the Global Investment Performance 

Standards (“GIPS®”). 

Risk of Loss 
Investing in securities involves risk of loss that you should be prepared to bear. We do not represent or 
guarantee that our services or methods of analysis can or will predict future results, successfully identify 
market tops or bottoms, or insulate clients from losses due to market corrections or declines. 

 
We cannot offer any guarantees or promises that your financial goals and objectives will be met. Past 
performance is in no way an indication of future performance. 

 

Recommendation of Particular Types of Securities 
As disclosed under the Advisory Business section above, client accounts are normally managed using 
individual common stocks and bonds, ETFs, and structured notes on an asset allocation basis. In market 
segments and asset classes where direct bond and stock investments are not justified based on market 
dynamics or other criteria, we selectively employ ETFs. With a value perspective, and an emphasis on 
dividends, our international and U.S. equity individual security exposure is typically large cap in nature, 
with the use of mutual fund or ETF solutions primarily employed for a limited amount of Small and Mid- 
cap exposure. 

 

Each type of security has its own unique set of risks associated with it and it would not be possible to list 
here all of the specific risks of every type of investment. Even within the same type of investment, risks 
can vary widely. However, in very general terms, the higher the anticipated return of an investment, the 
higher the risk of loss associated with it. 

 
There are numerous ways of measuring the risk of equity securities (also known simply as “equities” or 
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“stock”). In very broad terms, the value of a stock depends on the financial health of the company issuing 
it. However, stock prices can be affected by many other factors including, but not limited to: the class of 
stock (for example, preferred or common); the health of the market sector of the issuing company; and 
the overall health of the economy. In general, larger, better established companies (“large cap”) tend to 
be safer than smaller start-up companies (“small cap") but the mere size of an issuer is not, by itself, an 
indicator of the safety of the investment. 

 
Mutual funds and ETFs are professionally managed collective investment systems that pool money from 
many investors and invest in stocks, bonds, short-term money market instruments, other mutual funds, 
other securities or any combination thereof. The fund will have a manager that trades the fund’s 
investments in accordance with the fund’s investment objective. While mutual funds and ETFs generally 
provide diversification, risks can be significantly increased if the fund is concentrated in a particular sector 
of the market, primarily invests in small cap or speculative companies, uses leverage (i.e., borrows money) 
to a significant degree, or concentrates in a particular type of security (i.e., equities) rather than balancing 
the fund with different types of securities. 

 
ETFs differ from mutual funds since they can be bought and sold throughout the day like stock and their 
price can fluctuate throughout the day. The returns on mutual funds and ETFs can be reduced by the 
costs to manage the funds. Mutual funds can also be “closed end” or “open end”. So-called “open end” 
mutual funds continue to allow in new investors indefinitely which can dilute other investors’ interests. 

 
Municipal securities, while generally thought of as safe, can have significant risks associated with them 
including, but not limited to: the credit worthiness of the governmental entity that issues the bond; the 
stability of the revenue stream that is used to pay the interest to the bondholders; when the bond is due 
to mature; and whether or not the bond can be “called” prior to maturity. When a bond is called, it may not 
be possible to replace it with a bond of equal character paying the same amount of interest or yield to 
maturity. 

 
Corporate debt securities (or “bonds”) are typically safer investments than equity securities, but their risk 
can also vary widely based on: the financial health of the issuer; the risk that the issuer might default; 
when the bond is set to mature; and, whether or not the bond can be “called” prior to maturity. When a 
bond is called, it may not be possible to replace it with a bond of equal character paying the same rate of 
return. 

 

A structured note is a type of debt security that also includes a derivative component. The derivative is 
based on movement of an underlying index. For example, a structured note issued by a corporation may 
pay interest to note holders based on the rise and fall of oil prices. This gives investors the opportunity to 
both earn interest and profit from the change in price of a commodity at the same time. A feature of some 
structured products is a “principal guarantee” function, which offers protection of principal if held to 
maturity. However, these products are not always Federal Deposit Insurance Corporation insured; they 
may only be insured by the issuer, and thus have the potential for loss of principal in the case of a liquidity 
crisis, or other solvency problems with the issuing company. Investing in structured products involves a 
number of risks including but not limited to: fluctuations in the price, level or yield of underlying instruments, 
interest rates, currency values and credit quality; substantial loss of principal; limits on participation in any 
appreciation of the underlying instrument; limited liquidity; credit risk of the issuer; conflicts of interest; and 
other events that are difficult to predict. 

 
Options are complex securities that involve risks and are not suitable for everyone. Option trading can be 
speculative in nature and carry substantial risk of loss. It is generally recommended that you only invest 
in options with risk capital. An option is a contract that gives the buyer the right, but not the obligation, to 
buy or sell an underlying asset at a specific price on or before a certain date (the “expiration date”). The 
main difference between warrants and call options is that warrants are issued and guaranteed by the 
issuing company, whereas options are traded on an exchange and are not issued by the company. Also, 
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the lifetime of a warrant is often measured in years, while the lifetime of a typical option is measured in 
months. The two types of options are calls and puts: 

 

A call gives the holder the right to buy an asset at a certain price within a specific period of time. Calls are 
similar to having a long position on a stock. Buyers of calls hope that the stock will increase substantially 
before the option expires. A put gives the holder the right to sell an asset at a certain price within a specific 
period of time. Puts are very similar to having a short position on a stock. Buyers of puts hope that the 
price of the stock will fall before the option expires. 

 
Selling options is more complicated and can be even riskier. 

The option trading risks pertaining to options buyers are: 

• Risk of losing your entire investment in a relatively short period of time. 

• The risk of losing your entire investment increases if, as expiration nears, the stock is below the 
strike price of the call (for a call option) or if the stock is higher than the strike price of the put (for 
a put option). 

• European style options which do not have secondary markets on which to sell the options prior to 
expiration can only realize its value upon expiration. 

• Specific exercise provisions of a specific option contract may create risks. 

• Regulatory agencies may impose exercise restrictions, which stops you from realizing value. 

 
The option trading risks pertaining to options sellers are: 

 

• Options sold may be exercised at any time before expiration. 

• Covered call traders forgo the right to profit when the underlying stock rises above the strike price 
of the call options sold and continues to risk a loss due to a decline in the underlying stock. 

• Writers of naked calls risk unlimited losses if the underlying stock rises. 

• Writers of naked puts risk unlimited losses if the underlying stock drops. 

• Writers of naked positions run margin risks if the position goes into significant losses. Such risks 
may include liquidation by the broker. 

• Writers of call options could lose more money than a short seller of that stock could on the same 
rise on that underlying stock. This is an example of how the leverage in options can work against 
the option trader. 

• Writers of naked calls are obligated to deliver shares of the underlying stock if those call options 
are exercised. 

• Call options can be exercised outside of market hours such that effective remedy actions cannot 
be performed by the writer of those options. 

• Writers of stock options are obligated under the options that they sold even if a trading market is 
not available or that they are unable to perform a closing transaction. 

• The value of the underlying stock may surge or ditch unexpectedly, leading to automatic exercises. 
 

Other option trading risks are: 
 

• The complexity of some option strategies is a significant risk on its own. 

• Option trading exchanges or markets and option contracts themselves are open to changes at all 
times. 

• Options markets have the right to halt the trading of any options, thus preventing investors from 
realizing value. 

• Risk of erroneous reporting of exercise value. 

• If an options brokerage firm goes insolvent, investors trading through that firm may be affected. 

• Internationally traded options have special risks due to timing across borders. 
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Risks that are not specific to options trading include market risk, sector risk and individual stock risk. 
Option trading risks are closely related to stock risks, as stock options are a derivative of stocks. 

 

Cybersecurity 

The firm has adopted a cybersecurity policy, comprised of the firm’s policies, procedures, and obligations 
to protect the firm, its clients, and any reasonably foreseeable third parties from cybersecurity incident(s). 

 

Policy 

The cybersecurity policy seeks to: (i) identify the firm’s cybersecurity risks to network components, assets, 
data and capabilities; (ii) develop necessary policies and procedures to limit or contain the impacts of 
potential cybersecurity incidents; (iii) develop and implement policies and procedures to identify the 
occurrence of cybersecurity incidents; (iv) identify and implement appropriate activities to combat detected 
cybersecurity incidents; and (v) develop and implement appropriate procedures for restoring any 
capabilities or services impaired as a result of a cybersecurity incident. 

 
The Chief Compliance Officer (“CCO”), has been appointed as the Cybersecurity Manager, who is 
primarily responsible for: (i) implementing the cybersecurity policy according to its terms and conditions; 
(ii) educating firm management, employees, and IT vendors with respect to the objectives and 
requirements of the cybersecurity policy and answering any questions that such individuals may have; 
and (iii) monitoring and modifying the cybersecurity policy as may be appropriate to address or strengthen 
the cybersecurity policy and the firm’s systems in an effort to further protect the firm’s clients and mitigate 
the risk and effects of a cybersecurity incident. 

 

For a full copy of our cybersecurity policy, please contact the CCO at 252-638-7598. 
 

Item 9 Disciplinary Information 

Altrius has been registered and providing investment advisory services since 2004 and James M. Russo, 
our Managing Member, has been engaged in the financial services industry since 1997. Neither our firm 
nor any of our Associated Persons have been subject to any disciplinary action. 

 

Item 10 Other Financial Industry Activities and Affiliations 

We have not provided information on other financial industry activities and affiliations because we do not 
have any relationship or arrangement that is material to our advisory business or to our clients with any of 
the types of entities listed below. 

 
1. Broker-dealer, municipal securities dealer, or government securities dealer or broker. 
2. Investment company or other pooled investment vehicle (including a mutual fund, closed-end 

investment company, unit investment trust, private investment company or "hedge fund," and 
offshore fund). 

3. Other investment adviser or financial planner. 
4. Futures commission merchant, commodity pool operator, or commodity trading advisor. 
5. Banking or thrift institution. 
6. Accountant or accounting firm. 
7. Lawyer or law firm. 
8. Insurance company or agency. 
9. Pension consultant. 
10. Real estate broker or dealer. 
11. Sponsor or syndicator of limited partnerships. 
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Item 11 Code of Ethics, Participation or Interest in Client Transactions and 
Personal Trading 

Code of Ethics 
Altrius is committed to the highest standards of ethical conduct and has adopted a Code of Ethics (the 
“Code”) to address employee conduct. This Code includes Altrius’ policies and procedures developed to 
protect clients’ interests and outlines ethical conduct in the following key areas: 

 

• Ethical Behavior and Legal Compliance 

• Conflicts of Interest 

• Business Practices 

• Trading Policies 

• Compliance and Reporting 
 

Ethical Behavior and Legal Compliance 

Altrius is a fiduciary for its investment advisory clients. Because of this fiduciary relationship, it is generally 
improper for the firm or its employees to: 

 

• use for their own benefit (or the benefit of anyone other than the client) information about the firm’s 
trading or recommendations for client accounts; or 

• take advantage of investment opportunities that would otherwise be available for the firm’s clients. 

 

Also, as a matter of business policy, Altrius wants to avoid even the appearance that the firm, its 
employees, or others receive any improper benefit from information about client trading or accounts or 
from our relationships with our clients or with the brokerage community. Altrius expects all employees to 
comply with the spirit of the Code, as well as the specific rules contained in the Code. 

 
Altrius treats violations of this Code (including violations of the spirit of the Code) very seriously. The firm 
may take disciplinary action if a violation occurs, including without limitation, imposing penalties or fines, 
reducing compensation, demotion, requiring unwinding of the trade, requiring disgorgement of trading 
gains, suspending or terminating employment, or any combination of the foregoing. 

 

Personal Trading Policies 
The following policies and procedures apply to all accounts owned or controlled by an Access Person, 
and any Covered Account. Any account in question should be addressed with the CCO immediately to 
determine if it is considered a Covered Account. 

 
Improper trading activity can constitute a violation of the Code. Nevertheless, the Code can be violated 
by failing to file required reports, or by making inaccurate or misleading reports or statements concerning 
trading activity or securities accounts. Individual conduct can violate the Code even if no clients are 
harmed by such conduct. 

 

Insider Trading Policy 
The purpose of these policies and procedures (the “Insider Trading Policies”) is to educate our Associated 
Persons regarding insider trading, and to detect and prevent insider trading by any person associated with 
the firm. The term "insider trading" is not defined in the securities laws, but generally, it refers to the use 
of material, non-public information to trade in securities or the communication of material, non-public 
information to others. 

 

All Associated Persons of Altrius, including contract, temporary, or part-time personnel, or any other 
person associated with the firm are prohibited from the following activities: 
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1. trading or recommending trading in securities for any account (personal or client) while in 
possession of material, non-public information about the issuer of the securities; and 

2. communicating material, non-public information about the issuer of any securities to any other 
person; and communicating information known to be false to others (including but not limited to 
clients, prospective clients and Associated Persons) with the intention of manipulating financial 
markets for personal gain. 

 
The activities described above are not only violations of these Insider Trading Policies, but also may be 
violations of applicable law. 

 

Any Associated Person who possesses or believes that she/he may possess material, non-public 
information about any issuer of securities must report the matter immediately to the CCO. The CCO will 
review the matter and provide further instructions regarding appropriate handling of the information to the 
reporting individual. 

 

Material Information. “Material information” generally includes: 
 

• any information that a reasonable investor would likely consider important in making his or her 
investment decision; or 

• any information that is reasonably certain to have a substantial effect on the price of a company's 
securities. 

 

Examples of material information include the following: dividend changes, earnings estimates, changes in 
previously released earnings estimates, significant merger or acquisition proposals or agreements, major 
litigation, liquidation problems and extraordinary management developments. 

 
Non-Public Information. Information is “non-public” until it has been effectively communicated to the 
market and the market has had time to “absorb” the information. For example, information found in a 
report filed with the Securities and Exchange Commission (“SEC”), or appearing in Dow Jones, Reuters 
Economic Services, The Wall Street Journal, or other publications of general circulation would be 
considered public. 

 
Insider Trading. While the law concerning “insider trading” is not static, it generally prohibits: (1) trading 
by an insider while in possession of material, non-public information; (2) trading by non-insiders while in 
possession of material, non-public information, where the information was either disclosed to the non- 
insider in violation of an insider’s duty to keep it confidential or was misappropriated; and (3) 
communicating material, non-public information to others. 

 
1. The concept of “insider” is broad and includes all Associated Persons of a company. In addition, 

any person may be a temporary insider if she/he enters into a special, confidential relationship with 
a company in the conduct of a company’s affairs and as a result has access to information solely 
for the company’s purposes. Any person associated with the adviser may become a temporary 
insider for a company it advises or for which it performs other services. Temporary insiders may 
also include the following: a company’s attorneys, accountants, consultants, bank lending officers 
and the Associated Persons of such organizations. 

 
The legal consequences for trading on or communicating material, non-public information are severe, both 
for individuals involved in such unlawful conduct and their employers. A person can be subject to some or 
all of the penalties below even if he/she does not personally benefit from the violation. 

 

Penalties may include: 
 

• civil injunctions; 
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• jail sentences; 

• revocation of applicable securities-related registrations and licenses; 

• fines for the person who committed the violation of up to three times the profit gained or loss 
avoided, whether or not the person actually benefited; and fines for the Associated Person or other 
controlling person of up to the greater of $1,000,000 or three times the amount of the profit gained 
or loss avoided. 

 
In addition, the firm’s management will impose serious sanctions on any person who violates the Insider 
Trading Policies. These sanctions may include suspension or dismissal of the person or persons involved. 

 

Review and Recordkeeping Requirements 

The CCO shall review personal trading reports for all Access Persons no less than quarterly and will 
otherwise take reasonable steps to monitor compliance with and enforce this Code of Ethics. Evidence of 
the reviews shall be maintained in Altrius’ files. Another qualified individual will review the CCO’s personal 
securities trading reports. 

 

Altrius reserves the right to require the Access Person to reverse, cancel, or freeze, at the Access Person’s 
expense, any transaction or position in a specific security if Altrius believes the transaction or position 
violates its policies or appears improper. Altrius will keep all such information confidential except as 
required to enforce this policy or to participate in any investigation concerning violations of applicable law. 

 

If Altrius discovers any trading activity that appears to be in violation of this policy, the CCO, and/or other 
senior representatives of the firm, will meet with the Access Person to review the findings and to discuss 
additional pertinent information related to the situation. Where necessary, one or more of the following 
remedial actions may be taken: 

 

• Written warning that will be made a permanent part of the Access Person’s record; 

• Disgorgement of profits; and/or 

• Monetary fine; and/or termination of employment. 

 
All Access Persons must file three reports (“Reporting Forms”) as described below, even if there are no 
holdings, transactions, or accounts to list in the reports. Copies of the Reporting Forms are included at 
the end of the Code or can be obtained from the CCO. The firm may rely on brokerage statements to the 
extent such statements are made accessible to the CCO. 

 

Initial Holdings Reports 

No later than 10 calendar days after an Associated Person becomes an Access Person (or within 10 days 
of the adoption of this Code if the Associated Person was already an Access Person at the time of its 
adoption), that Access Person must file an Initial Holdings Report with the CCO. 

 
The Initial Holdings Report requires that each Access Person list all Reportable Securities on the date the 
Associated Person became an Access Person. It also requires each Access Person to list all brokers, 
dealers, and banks holding any Covered Account in which any securities are held on the date the 
Associated Person became an Access Person (or on the date this Code was adopted if the Associated 
Person was already an Access Person on such date). 

 

Each Access Person must notify the CCO of any updates or changes to his or her Covered Accounts in 
which any securities are held within 10 days of such update or change. All information contained in the 
Initial Personal Securities Holdings Report must be current as of the date no more than 45 days prior to 
the date the report is submitted. 
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Quarterly Transaction Reports 

No later than 30 calendar days after the end of March, June, September, and December, each year, each 
Access Person must file a Quarterly Transaction Report with the CCO. 

 
The Quarterly Report of Personal Securities Transactions requires each Access Person to list all 
transactions in Reportable Securities during the most recent calendar quarter in which the Access Person 
had beneficial ownership. This requirement may be satisfied by instructing the custodian for these 
accounts to send duplicate confirmations and brokerage account statements for the Covered Accounts, 
in which such transactions took place, to Altrius, c/o the CCO, provided all required information is included 
in the report and Altrius receives the confirmations or statements not later than 30 days after the close of 
the calendar quarter in which the transaction(s) took place. 

 
Alternatively, Access Persons may submit this information on the Quarterly Report of Personal Securities 
Transactions form provided by Altrius. 

 

Annual Holdings Reports 

By January 31 of each year, each Access Person must file an Annual Holdings Report with the CCO. 
 

The Annual Personal Securities Holdings Report form requires the Access Person to list all Reportable 
Securities in Covered Accounts in which any securities are held, and in which the Access Person had 
beneficial ownership as of December 31 of the previous year. It also requires the Access Person to list 
all brokers, dealers, and banks holding any accounts in which any securities are held, and in which such 
person had direct or indirect Beneficial Ownership on December 31 of the previous year. This 
requirement may be satisfied by instructing the custodian for these accounts to send duplicate 
confirmations and brokerage account statements for the Covered Accounts to Altrius, c/o the CCO, 
provided all required information is included in the report. Alternatively, Access Persons may submit this 
information on the Annual Personal Securities Holdings Report form provided by Altrius. All information 
contained in the holding report must be current as of the date no more than 45 days prior to the date the 
report is submitted. 

 

Restricted Transactions 

The following transactions are restricted to Access Persons: 
 

• Access Persons may not acquire any beneficial ownership in any security in an initial public offering 
without first seeking written approval from the CCO. 

• Purchases and sales of restricted securities issued by public companies are generally prohibited, 
unless the CCO determines that the contemplated transaction will raise no actual, potential, or 
apparent conflict of interest. 

• Any Access Person wishing to purchase or sell a security obtained through a private placement, 
including purchase of any interest in a hedge fund, must first seek written approval by the CCO. In 
addition, if an Associated Person who owns a security in a private company knows that the 
company is about to engage in an IPO, he or she must disclose this information to the CCO. 

• Participation in Investment Clubs must be approved in writing by the CCO in advance of any such 
participation. 

 

Pre-Clearance 
As noted above, transactions in private placements, initial public offerings and restricted securities are 
prohibited, unless pre-clearance is obtained, in advance of the transaction. Pre-clearance is obtained by 
first completing and signing the Personal Securities Trading Request Form. The Personal Trade Request 
Form is then submitted to the CCO for pre- clearance. 

 
If pre-clearance is obtained, the approval is valid for the day on which it is granted and the immediately 
following business day. The CCO may revoke a pre-clearance any time after it is granted and before the 
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transaction is executed. 
 

Altrius does not require pre-clearance of all Associated Persons’ personal securities transactions. If, 
however, the CCO, or designee, determines an exception/red flag based on regular reviews of an 
Associated Person’s personal securities transactions, the CCO may require a specific Associated Person 
to obtain, in advance of future transactions, pre-clearance for all such transactions. In all such cases, the 
CCO shall determine beginning and ending dates for the pre-clearance requirement. 

 
The CCO will explain to the Associated Person why pre-clearance is required and have the Associated 
Person sign an acknowledgement of understanding and acceptance. Records of the noted exceptions/red 
flags, remedial actions, and all related securities transactions will be maintained in the firm’s files. 

 

Timing of Personal Transactions 
If Altrius is purchasing/selling or considering for purchase/sale any Reportable Security on behalf of a 
client account, no Access Person may effect a transaction in that Reportable Security prior to the client 
purchase/sale having been completed by the firm, or until a decision has been made not to purchase/sell 
the Reportable Security on behalf of the client account and in accordance with the firm’s pre clearance 
and blackout policy, if any. 

 
Additionally, all trades will be placed by the firm’s trade order management software by authorized traders. 
Altrius trades using “average price” to ensure no once client or Associated Person receives preferential 
treatment as to the timing or price of a trade. 

 

Case-by-Case Exemptions 

Because no written policy can provide for every possible contingency, the CCO may consider granting 
additional exemptions from the prohibitions on trading on a case-by-case basis. Any request for such 
consideration must be submitted by the Access Person in writing to the CCO. Exceptions will only be 
granted in those cases in which the CCO determines that granting the request will create no actual, 
potential, or apparent conflict of interest. 

 

Compliance and Reporting Procedures 

Employees must comply with the Code and take prompt action to report actual or suspected violations to 
the Code. Employees may not engage in conduct to circumvent the Code (e.g., by asking family members 
to accept gifts on your behalf that you would be prohibited from accepting under the Code). 

 

Reporting Violations 

All Associated Persons are required to report any violation of the Code, by any person, to the CCO or 
other appropriate persons of the firm immediately. Such reports will be held in confidence. 

 

Code of Ethics Certification 
Upon the firm’s adoption of this Code and annually thereafter, all Associated Persons (including 
“Temporary Access Persons” such as interns and any third-party vendors or contractors) are required to 
certify in writing his or her receipt, understanding and continuing acceptance of, as well as agreement to 
abide by, the guidelines and polices set forth herein. Additionally, any change or modification to the Code 
will be distributed to all Associated Persons and they will be required to certify in writing their receipt, 
understanding, and acceptance of the change(s). 

 
A full copy of Altrius Capital Management’s Code of Ethics is available upon request to the CCO at 252- 
638-7598. 
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Item 12 Brokerage Practices 

We recommend that securities be purchased through the facilities of TD Ameritrade Institutional, a division 
of TD Ameritrade, Inc. (“TD Ameritrade”), member FINRA/SIPC. We participate in the TD Ameritrade 
Institutional Customer Program for advisers (“Institutional Program”) as well as other specific programs 
through TD Ameritrade (more fully discussed at Item 14 Client Referrals and Other Compensation). TD 
Ameritrade is an independent and unaffiliated SEC-registered broker-dealer and FINRA member. TD 
Ameritrade offers to independent investment advisers, services that include custody of securities, trade 
execution, clearance and settlement of transactions. We receive some benefits from TD Ameritrade 
through our participation in these programs. In addition to the benefits disclosed below, we may receive 
benefits such as assistance with conferences and educational meetings from product sponsors. Refer to 
Item 14 Client Referrals and Other Compensation for additional disclosures on this topic. 

 
In suggesting a broker-dealer we will endeavor to select those brokers or dealers that will provide the best 
services at the lowest commission rates possible. The reasonableness of commissions is based on 
several factors, including the broker's ability to provide professional services, competitive commission 
rates, volume discounts, execution price negotiations, and other services. However, it may be the case 
that the recommended broker charges a higher fee than another broker charges for a particular type of 
service, such as commission rates. Clients may utilize the broker/dealer of their choice and have no 
obligation to purchase or sell securities through such broker as the firm recommends. In recognition of the 
value of research services and additional brokerage products and services TD Ameritrade provides, you 
may pay higher commissions and/or trading costs than those that may be available elsewhere. Refer to 
Item 14 Client Referrals and Other Compensation for additional disclosures on this topic. 

 

Best execution is not measured solely by reference to commission rates. Paying a broker a higher 
commission rate than another broker might charge is permissible if the difference in cost is reasonably 
justified by the quality of the brokerage services offered. We do not obligate ourselves to seek the lowest 
transaction charges in all cases except to the extent that it contributes to the overall goal of obtaining the 
best results for your account. While we endeavor at all times to put your interest first as part of our fiduciary 
duty, you should be aware that the receipt of additional benefits themselves creates a potential conflict of 
interest. 

 
We may also use KCG Bond Point, J.P. Morgan and Jefferies as executing broker for the purchase and/or 
sale of bonds when suitable. We do not receive any benefits from these executing brokers. 

 

Directed Brokerage 
Except where we provide advisory services to certain 401(k) plans, we require you to direct our firm to 
execute transactions through TD Ameritrade. As such, we may be unable to achieve the most favorable 
execution of your transactions and you may pay higher brokerage commissions than you might otherwise 
pay through another broker-dealer that offers the same types of services. Not all advisers require their 
clients to direct brokerage. 

 
If you choose to direct our firm to use a particular broker, you should understand that this might prevent 
our firm from aggregating trades with other client accounts or from effectively negotiating brokerage 
commissions on your behalf. This practice may also prevent our firm from obtaining favorable net price 
and execution. Thus, when directing brokerage business, you should consider whether the commission 
expenses, execution, clearance, and settlement capabilities that you will obtain through your broker are 
adequately favorable in comparison to those that we would otherwise obtain for you. 

 
Block Trades 

Transactions for each client may be effected independently, unless we decide to purchase or sell the 
same securities for several clients at approximately the same time. We may, but are not obligated to, 
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combine multiple orders for shares of the same securities purchased for advisory accounts we manage 
(this practice is commonly referred to as “block trading”). We will then distribute a portion of the shares to 
participating accounts in a fair and equitable manner. The distribution of the shares purchased is typically 
proportionate to the size of the account, but it is not based on account performance or the amount or 
structure of management fees. Subject to our discretion regarding factual and market conditions, when 
we combine orders, each participating account pays an average price per share for all transactions and 
pays a proportionate share of all transaction costs on any given day. Accounts owned by our firm or 
persons associated with our firm may participate in block trading with your accounts; however, they will 
not be given preferential treatment. 

 

Item 13 Review of Accounts 

Investment Management Services 

We monitor client portfolios as part of an ongoing process while regular account reviews are conducted 
periodically. You are encouraged to discuss your needs, goals, and objectives with our firm, and to keep 
us informed of any changes in this information. Additional reviews may be conducted at your request, or 
based on various circumstances, including, but not limited to, contributions and withdrawals, year-end tax 
planning, market moving events, changes in your financial situation, and/or, changes in your risk/return 
objectives. 

 

The individuals conducting reviews may vary from time to time, as personnel join or leave our firm. 
 

You will receive transaction confirmation notices and regular summary account statements, at least 
quarterly, directly from your account custodian. We will also provide you with reports, at least quarterly, 
that generally include relevant account and/or market-related information such as an inventory and 
appraisal of account holdings, and investment performance. We may provide additional reports at your 
request. Refer to the Brokerage Practices section above for additional information on this topic. 

 
We encourage you to reconcile our reports with those received from the qualified custodian. If you find 
your holdings differ between these two statements, call our main office number located on the cover page 
of this Brochure. 

 
Item 14 Client Referrals and Other Compensation 

We may directly compensate non-employee (outside) consultants, individuals, and/or entities (“Solicitors”) 
for client referrals. In order to receive a cash referral fee from our firm, Solicitors must comply with the 
requirements of the jurisdictions in which they operate. If you were referred to our firm by a Solicitor, you 
should have received a copy of this Brochure along with the Solicitor’s disclosure statement at the time of 
the referral. If you become a client, the Solicitor that referred you to our firm will receive a percentage of 
the advisory fee you pay our firm for as long as you are a client with our firm, or until such time as our 
agreement with the Solicitor expires. Alternatively, the Solicitor may receive a one-time, flat referral fee 
upon your signing an advisory agreement with our firm. You will not pay additional fees because of this 
referral arrangement. Referral fees paid to a Solicitor are contingent upon your entering into an advisory 
agreement with our firm. This creates a conflict of interest because the Solicitor has a financial incentive 
to recommend our firm to you for advisory services. However, you are not obligated to retain our firm for 
advisory services. Comparable services and/or lower fees may be available through other firms. 

 

We will receive client referrals from TD Ameritrade through our participation in TD Ameritrade Advisor 
Direct (the “referral program”). In addition to meeting the minimum eligibility criteria for participation in 
Advisor Direct, we may have been selected to participate in Advisor Direct based on the amount and 
profitability to TD Ameritrade of the assets in, and trades placed for, client accounts maintained with TD 
Ameritrade. TD Ameritrade is a discount broker-dealer independent of, and unaffiliated with our firm; we 
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do not have an employee or agency relationship between them. TD Ameritrade has established the referral 
program as a means of referring its brokerage customers and other investors seeking fee-based personal 
investment management services or financial planning services to independent investment advisers. TD 
Ameritrade does not supervise our firm and has no responsibility for our management of your portfolios 
or our other advice or services. 

 

We pay TD Ameritrade an on-going fee for each successful client referral. This fee is usually a percentage 
(not to exceed 25%) of the advisory fee that you pay to our firm (“Solicitation Fee”). We will also pay TD 
Ameritrade the Solicitation Fee on any advisory fees received by our firm from any of a referred client's 
family members, including a spouse, child or any other immediate family member who resides with the 
referred client and who hire our firm on the recommendation of such referred client. We will not charge 
clients referred through Advisor Direct any fees or costs higher than our standard fee schedule offered to 
our clients or otherwise pass Solicitation Fees paid to TD Ameritrade to you. For information regarding 
additional or other fees paid directly or indirectly to TD Ameritrade, refer to the TD Ameritrade Advisor 
Direct Disclosure and Acknowledgment Form. 

 

Our participation in Advisor Direct raises potential conflicts of interest. TD Ameritrade will most likely refer 
clients through Advisor Direct to investment advisers that encourage their clients to custody their assets 
at TD Ameritrade and whose client accounts are profitable to TD Ameritrade. Consequently, in order to 
obtain client referrals from TD Ameritrade, we may have an incentive to recommend to our clients that 
their assets under management with our firm be held in custody with TD Ameritrade and to place 
transactions for their accounts with TD Ameritrade. In addition, we have agreed not to solicit clients 
referred to us through Advisor Direct to transfer their accounts from TD Ameritrade or to establish 
brokerage or custody accounts at other custodians, except when our fiduciary duties require us to do so. 
Our participation in Advisor Direct does not diminish our duty to seek best execution of trades for client 
accounts. 

 
As disclosed above under Item 12 Brokerage Practices, we participate in TD Ameritrade’s Institutional 
Customer Program ("Institutional Program") and we may recommend TD Ameritrade to clients for 
custodial and brokerage services. There is no direct link between our participation in the program and the 
investment advice we give to our clients, although we receive economic benefits through our participation 
in the program that are typically not available to TD Ameritrade retail investors. These benefits include the 
following products and services (provided without cost or at a discount): receipt of duplicate client 
statements and confirmations; research related products and tools; consulting services; access to a 
trading desk serving adviser participants; access to block trading (which provides the ability to aggregate 
securities transactions for execution and then allocate the appropriate shares to client accounts); the 
ability to have advisory fees deducted directly from client accounts; access to an electronic 
communications network for client order entry and account information; access to mutual funds with no 
transaction fees and to certain institutional money managers; and discounts on compliance, marketing, 
research, technology, and practice management products or services provided to our firm by third-party 
vendors. TD Ameritrade may also have paid for business consulting and professional services received 
by our Associated Persons. Some of the products and services made available by TD Ameritrade through 
the program may benefit our firm but may not benefit our Client accounts. These products or services may 
assist us in managing and administering Client accounts, including accounts not maintained at TD 
Ameritrade. Other services made available by TD Ameritrade are intended to help us manage and further 
develop our business enterprise. The benefits received by our Firm or our Associated Persons through 
participation in the program do not depend on the amount of brokerage transactions directed to TD 
Ameritrade. As part of our fiduciary duties to our clients, we endeavor at all times to put the interests of 
our clients first. Clients should be aware, however, that the receipt of economic benefits by our firm or our 
Associated Persons in and of themselves creates a potential conflict of interest and may indirectly 
influence our choice of TD Ameritrade for custody and brokerage services. 
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Item 15 Custody 

Altrius does not maintain custody of client assets. On February 21, 2017, the SEC issued further 
clarification and guidance regarding the Custody Rule, which includes seven conditions that must be met 
to avoid the Rule's surprise examination requirement. The firm's custodian TD Ameritrade has 
implemented procedures to assist in complying with the new guidance. 

 

• Associated Persons of the firm will not be able to change the address of record, primary phone 
number or e-mail address for client accounts. 

• TD Ameritrade will only permit internal journals of like titled accounts. All other internal transfers or 
third-party money movement requests must be authorized in writing by client inthe form of a signed 
Letter of Authorization. 

• TD Ameritrade will no longer accept verbal like-titled wire requests from advisers. Wire requests 
must be authorized in writing by client in the form of a signed Letter of Authorization. 

• The firm does not keep Standing Letters of Authorization for any clients and requires written 
instructions in the form of a signed Letter of Authorization at the time of a third-party money 
movement request. 

 

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

 
To the extent you receive invoices from our firm you should compare our invoices with the statements 
from your account custodian(s) to reconcile the information reflected on each statement. If you have a 
question regarding your account statement or if you did not receive a statement from your custodian, 
contact our firm at 252-638-7598. 

 

Item 16 Investment Discretion 

Before we can buy or sell securities on your behalf, you must first sign our discretionary management 
agreement, a power of attorney, and/or trading authorization forms. 

 

You may grant our firm discretion over the selection and amount of securities to be purchased or sold for 
your account(s) without obtaining your consent or approval prior to each transaction. You may specify 
investment objectives, guidelines, and/or impose certain conditions or investment parameters for your 
account(s). For example, you may specify that the investment in any particular stock or industry should 
not exceed specified percentages of the value of the portfolio and/or restrictions or prohibitions of 
transactions in the securities of a specific industry or security. Refer to the Advisory Business section 
above for more information on our discretionary management services. 

 

Item 17 Voting Client Securities 

Generally, we do not vote proxies on behalf of your advisory accounts. However, in limited circumstances, 
and in our sole discretion, we may agree to vote proxies on your behalf. 

 

Where we vote proxies, we will determine how to vote proxies based on our reasonable judgment of the 
vote most likely to produce favorable financial results for you. Proxy votes generally will be cast in favor 
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of proposals that maintain or strengthen the shared interests of shareholders and management, increase 
shareholder value, maintain or increase shareholder influence over the issuer's board of directors and 
management, and maintain or increase the rights of shareholders. Generally, proxy votes will be cast 
against proposals having the opposite effect. However, we will consider both sides of each proxy issue. 
Unless we receive specific instructions from you, we will not base votes on social considerations. 
Moreover, except in the case of a conflict of interest as described below, we do not accept direction from 
you on voting a particular proxy. 

 

Conflicts of interest between you and our firm, or a principal of our firm, regarding certain proxy issues 
could arise. If we determine that a material conflict of interest exists, we will take the necessary steps to 
resolve the conflict before voting the proxies. For example, we may disclose the existence and nature of 
the conflict to you, and seek direction from you as to how to vote on a particular issue; we may abstain 
from voting, particularly if there are conflicting interests for you (for example, where your account(s) hold 
different securities in a competitive merger situation); or, we will take other necessary steps designed to 
ensure that a decision to vote is in your best interest and was not the product of the conflict. 

 

Item 18 Financial Information 

We are not required to provide financial information to our clients because we do not: 
 

• require the prepayment of more than $1,200 in fees and six or more months in advance, or 

• take custody of client funds or securities, or 

• have a financial condition that is reasonably likely to impair our ability to meet our commitments to 
you. 

 

Item 19 Requirements for State Registered Investment Advisers 

Our firm is a federally registered investment adviser; therefore, we are not required to respond to this 
section. 

 

Item 20 Additional Information 

Your Privacy 
Altrius considers the preservation of your privacy a priority. In order to provide you with individualized 
service, we collect certain non-public personal information about you from information you provide on 
applications and other forms (such as your address and social security number), and information about 
your transactions with us (such as purchases, sales and account balances). We may also collect such 
information through your account inquiries by mail or telephone. 

 
We do not disclose any non-public personal information about you to anyone, except as permitted by law. 
Specifically, so that we may continue to tailor our products and services to meet your investing needs and 
to effect transactions you request or authorize, we may disclose the information we collect, as described 
above, to companies that perform administrative or marketing services on our behalf, including financial 
service providers such as custodians, and administrative and marketing service providers such as printers 
and mailers. These companies will use this information only for the services for which we hired them and 
are not permitted to use or share this information for any other purpose. 

 

A SEC rule requires that we provide to those issuers whose stock we are holding for your accounts, upon 
request, your name, address, and the number of shares held, unless you object to such disclosure. We 
will not disclose this information to issuers unless you advise us in writing that you wish to have this 
information disclosed. To do so, please send a letter to Altrius Capital Management, Inc., Attention: 
Compliance Department, 1323 Commerce Drive, New Bern, NC 28562. Since it is not possible to disclose 
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this information to some issuers and not to others, if you choose to have this information disclosed it will 
be available to all issuers. 

 

In order to further protect you, we also maintain strict internal security measures. We restrict access to 
your personal and account information to those employees who need to know that information to service 
your account. We also maintain physical, electronic and procedural safeguards to protect your non-public 
personal information. 

 

If you have any questions regarding our policy or need additional copies of this notice, contact our 
Compliance Department at 252-638-7598. 

 

Trade Errors 
In the event a trading error occurs in your account, our policy is to restore your account to the position it 
should have been in had the trading error not occurred. Depending on the circumstances, corrective 
actions may include canceling the trade, adjusting an allocation, and/or reimbursing the account. 

 
Security Claims Class Action Litigation 

Altrius has engaged a third‐party service provider, Chicago Clearing Corporation (“CCC”), to monitor and 
file securities claims class action litigation paperwork with claims administrators on behalf of the firm’s 
clients. When a claim is settled and payments are awarded to Altrius clients, it may be necessary to share 
client information, such as name and account number, with CCC in connection with this service. 

 

Altrius does not receive any fees or remuneration in connection with this service nor does it receive any 
fees from the third‐ party provider(s). CCC earns a fee based on a flat percentage of all claims it collects 
on behalf of Altrius’ clients. This fee is collected and retained by CCC out of the claims paid by the claim 
administrator. Clients may opt out of this service at any time. If a client opts out, Altrius does not have an 
obligation to advise or take any action on behalf of a client with regard to class action litigation involving 
investments held in or formerly held in a client’s account. 

 

Class Action Claims 
In November of 2018, we began providing class action litigation monitoring and securities claim filing 
services through CCC. You are included in this service unless you choose to opt out. You may change 
your opt-out election at any time by notifying us in writing. If you participate in this service, CCC will retain 
15% of each claim recovery you receive. We have the right to change the provider of this service. If we 
do, we will notify you and send you another opt-out election form. 

 

Social Media 

Altrius and its employees may use social networking sites, such as Facebook, MySpace, LinkedIn, Twitter, 
or similar sites, for advertising purposes subject to the following conditions: 
1. The use of any social networking site for the purpose of advertising the firm’s advisory services or 

soliciting advisory clients must first be pre-approved by the CCO. Evidence of the CCO’s approval shall 
be evidenced in writing. 

2. No social networking site may be used for the purpose of advertising the firm’s advisory services or 
soliciting advisory clients unless administered by the firm. Altrius shall maintain a list of all employees 
who have administrative access to the account. 

3. All content posted on social networking sites is considered “Advertising” as defined herein and is 
therefore subject to all requirements and restrictions set forth in the compliance manual. 

4. All content posted shall be pre-approved by the CCO. Evidence of the CCO's approval shall be 
documented as part of the firm’s books and records. 

5. References to the firm’s performance or clients’ performance or level of satisfaction are prohibited. 
6. References to specific recommendations are prohibited. 
7. Any testimonial or recommendation to use the firm’s advisory services is prohibited. References to 

contacts as “fans” or any other term which would imply an endorsement of the firm’s advisory services 
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are also prohibited. 
8. Employees may not make reference to the firm’s advisory services on their personal sites. The CCO 

will take steps to ensure personal social networking is not being used for business use. The CCO shall 
review all content posted by the firm as well as content posted by others on the firm’s “page” to ensure 
the content is consistent with the firm’s advertising policies and procedures. 

 
Business Continuity Plan 
As part of its fiduciary duty to its clients and as a matter of best business practices, Altrius has adopted 
policies and procedures for disaster recovery and for continuing business in the event of an emergency 
or a disaster (i.e., the “Business Continuity and Disaster Recovery Plan” or “Plan”). These policies are 
designed to continue providing services to clients in as short a period of time as possible. Altrius’ policies, 
under separate cover, are, to the extent practicable, designed to address those specific types of disasters 
that Altrius might reasonably face given its business and location. 
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