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 Item 2: Material Changes 
 
 

Accredited Wealth Management LLC is required to advise you of any material changes to the Firm 
Brochure (“Brochure”) from our last annual update. Since the last annual amendment filed on 
03/04/2023, we have no material changes to disclose at this time. 
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  Item 4: Advisory Business 
 
 

We are dedicated to providing individuals and other types of clients with a wide array of investment 
advisory services. Our firm is a limited liability company formed in the State of Kentucky. Our firm 
has been in business as an investment adviser since 2014 and is owned by Steve Giacobbe and Shawn 
Clark. 
 
We specialize in the following types of services: Comprehensive Portfolio Management and Financial 
Planning & Consulting.  
 
Description of the Types of Advisory Services We Offer 

 
Comprehensive Portfolio Management: 
Our Comprehensive Portfolio Management service encompasses asset management as well as 
selectively providing financial planning/financial consulting to clients. It is designed to assist clients 
in meeting their financial goals through the use of financial investments. We conduct at least one, but 
sometimes more than one meeting (in person if possible, otherwise via telephone conference) with 
clients in order to understand their current financial situation, existing resources, financial goals, and 
tolerance for risk.  Based on what we learn, we propose an investment approach to the client. We 
may propose an investment portfolio, consisting of exchange traded funds (“ETFs”), mutual funds, 
individual stocks or bonds, or other securities. Upon the client’s agreement to the proposed 
investment plan, we work with the client to establish or transfer investment accounts so that we can 
manage the client’s portfolio. Once the relevant accounts are under our management, we review such 
accounts on a regular basis and at least quarterly.  We may periodically rebalance or adjust client 
accounts under our management.  If the client experiences any significant changes to his/her 
financial or personal circumstances, the client must notify us so that we can consider such 
information in managing the client’s investments. 
 
Financial Planning & Consulting: 
We provide a variety of financial planning and consulting services to individuals, families and other 
clients regarding the management of their financial resources based upon an analysis of the client’s 
current situation, goals, and objectives.  Generally, such financial planning services will involve 
preparing a financial plan or rendering a financial consultation for clients based on the client’s 
financial goals and objectives. This planning or consulting may encompass one or more of the 
following areas: Investment Planning, Retirement Planning, Estate Planning, Charitable Planning, 
Education Planning, Corporate and Personal Tax Planning, Cost Segregation Study, Corporate 
Structure, Real Estate Analysis, Mortgage/Debt Analysis, Insurance Analysis, Lines of Credit 
Evaluation, Business and Personal Financial Planning. 

 
Our written financial plans or financial consultations rendered to clients usually include general 
recommendations for a course of activity or specific actions to be taken by the clients. For example, 
recommendations may be made that the clients begin or revise investment programs, create or revise 
wills or trusts, obtain or revise insurance coverage, commence or alter retirement savings, or 
establish education or charitable giving programs. It should also be noted that we may refer clients 
to an accountant, attorney, insurance agent or other specialist, as necessary for non-advisory related 
services.  For written financial planning engagements, we provide our clients with a written summary 
of their financial situation, observations, and recommendations. For financial consulting 
engagements, we usually do not provide our clients with a written summary of our observations and 
recommendations as the process is less formal than our planning service. Plans or consultations are 
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typically completed within six (6) months of the client signing a contract with us, assuming that all 
the information and documents we request from the client are provided to us promptly. 
Implementation of the recommendations will be at the discretion of the client. 
 
Tailoring of Advisory Services 

We offer individualized investment advice to clients utilizing our Comprehensive Portfolio 
Management service. Additionally, we offer general investment advice to clients utilizing our 
Financial Planning & Consulting service. Each client has the opportunity to place reasonable 
restrictions on the types of investments to be held in the portfolio. Restrictions on investments in 
certain securities or types of securities may not be possible due to the level of difficulty this would 
entail in managing the account. Restrictions would be limited to our Comprehensive Portfolio 
Management service. We do not manage assets through our other services. 
 
Participation in Wrap Fee Programs 

We do not offer wrap fee programs.   
 

Regulatory Assets Under Management 

As of December 31, 2023, we manage $134,599,435, of which $126,193,106 was discretionary and 
$8,406,329 on a non-discretionary basis. 

 
Item 5: Fees & Compensation 

 
 

How We Are Compensated for Our Advisory Services 

Comprehensive Portfolio Management: 
 

Assets Under 
Management 

Annual Percentage of Assets 
Charge 

Quarterly Fee 

Up to $500,000 0.95% 0.2375% 
$500,000 to $1,000,000 0.85% 0.2125% 

$1,000,001 to $1,500,000 0.75% 0.1875% 
$1,500,001 to $2,000,000 0.65% 0.1625% 
$2,000,001 to $2,500,000 0.55% 0.1375% 
$2,500,001 to $3,000,000 0.45% 0.1125% 
$3,000,001 to $5,000,000 0.40% 0.1000% 

Above $5,000,000 Negotiable Negotiable 
                         
Our firm’s fees are billed on a pro-rata annualized basis quarterly in advance based upon the market 
value of your account on the last day of the previous quarter. Annualized fees are divided by 4 to 
arrive at the quarterly rate rounded to the nearest dollar. For example, an account subject to an 
annual fee of 0.95% will be billed a quarterly fee of 0.2375% by multiplying 0.002375 by the balance 
of the account on the last day of the previous quarter. Accounts opened in the middle of a quarter will 
not be billed until quarter-end at which time they will be billed in arrears for the days the account 
was open during the previous quarter as well as quarterly in advance for the following quarter. 
 
Our fees are generally not negotiable, for accounts under $5,000,000, but vary based on individual 
circumstances. Fees will be deducted from your managed account when authorized unless there is 
an alternative form of payment arranged with the client. As part of the fee deduction process, you are 
made aware of the following: 
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1. Clients must provide our firm with written authorization permitting direct payment of 
advisory fees from their account(s) maintained by a custodian who is independent of our 
firm; 

2. Quarterly statements are sent to the client showing the fee amount, the value of the assets 
upon which the fee is based, and the specific manner in which the fee is calculated as well as 
disclosing that it is the client’s responsibility to verify the accuracy of fee calculation, and that 
the custodian does not determine its accuracy; and  

3. The account custodian sends a statement to the client, at least quarterly, showing all account 
disbursements, including advisory fees.  

  
Financial Planning & Consulting: 
We charge on an hourly or flat fee basis for financial planning and consulting services. The total 
estimated fee, as well as the ultimate fee that we charge you, is based on the scope and complexity of 
our engagement with you. Our hourly fees generally range from $200 to $300. Flat fees generally 
range from $1,500 to $5,000.    
 
We require a retainer of fifty-percent (50%) of the ultimate financial planning or consulting fee with 
the remainder of the fee directly billed to you and due to us within thirty (30) days of your financial 
plan being delivered or consultation rendered to you.  In all cases, we will not require a retainer 
exceeding $500 when services cannot be rendered within six (6) months.  
 
Other Fees 

Clients will incur transaction charges for trades executed in their accounts. These transaction fees 
are separate from our fees and will be disclosed by the firm that the trades are executed through. 
Also, clients will pay the following separately incurred expenses, which we do not receive any part 
of: charges imposed directly by a mutual fund, index fund, or exchange traded fund which shall be 
disclosed in the fund’s prospectus (i.e., fund management fees and other fund expenses). Charles 
Schwab & Co., Inc. (“Schwab”), does not charge transaction fees for U.S. listed equities and exchange 
traded funds. 

 
Refunds Following Termination 

We charge our advisory fees quarterly in advance.  In the event that you wish to terminate our 
services, we will refund the unearned portion of our advisory fee to you. You need to contact us in 
writing and state that you wish to terminate our services. Upon receipt of your letter of termination, 
we will proceed to close out your account and process a pro-rata refund of unearned advisory fees.  
 
Commissionable Securities Sales 

We do not sell securities for a commission in our advisory accounts. 
 

Item 6: Performance-Based Fees & Side-By-Side Management 
 
We do not charge performance-based fees. 
 

Item 7: Types of Clients 
 
We have the following types of clients: 

• Individuals and High Net Worth Individuals; 
• Trusts, Estates or Charitable Organizations and; 
• Corporations, Limited Liability Companies and/or Other Business Types  
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Our requirements for opening and maintaining accounts or otherwise engaging us: 
• We do not require a minimum account balance for our Comprehensive Portfolio Management 

service.  
• We generally charge a minimum fee of $1,000 for written financial plans, which may vary 

depending on the complexity and overall client relationship. 
 

Item 8: Methods of Analysis, Investment Strategies & Risk of Loss 
 

Methods of Analysis 

We use the following methods of analysis in formulating our investment advice and/or managing 
client assets: 
 
• Fundamental Analysis: We attempt to measure the intrinsic value of a security by looking at 

economic and financial factors (including the overall economy, industry conditions, and the 
financial condition and management of the company itself) to determine if the company is 
underpriced (indicating it may be a good time to buy) or overpriced (indicating it may be time to 
sell). Fundamental analysis does not attempt to anticipate market movements. This presents a 
potential risk, as the price of a security can move up or down along with the overall market 
regardless of the economic and financial factors considered in evaluating the stock.  
 

• Secular & Cyclical Trends: Our work on secular themes and trends helps us to identify 
companies and industries that are positioned for long-term growth and avoid those that are in 
secular decline.  We identify trends and themes that we believe have a high probability of adding 
value to portfolios and strategies over a 3 to 5 year period.  We only want to invest in companies 
that we believe have sustainable competitive advantages.  We believe that it creates a competitive 
barrier that allows a company to earn a consistently high return on capital that leads to long-term 
outperformance.   
 

• Technical Analysis: We analyze past market movements and apply that analysis to the present 
in an attempt to recognize recurring patterns of investor behavior and potentially predict future 
price movement. Technical analysis does not consider the underlying financial condition of a 
company. This presents a risk in that a poorly-managed or financially unsound company may 
underperform regardless of market movement.  

 
Investment Strategies We Use 

We use the following strategies in managing client accounts, provided that such strategies are 
appropriate to the needs of the client and consistent with the client's investment objectives, risk 
tolerance, and time horizons, among other considerations: 
 
• Long-Term Purchases: When utilizing this strategy, we may purchase securities with the idea 

of holding them for a relatively long time (typically held for at least a year). A risk in a long-term 
purchase strategy is that by holding the security for this length of time, we may not take 
advantages of short-term gains that could be profitable to a client. Moreover, if our predictions 
are incorrect, a security may decline sharply in value before we make the decision to sell. 
Typically we employ this sub-strategy when we believe the securities to be well valued; and/or 
we want exposure to a particular asset class over time, regardless of the current projection for 
this class. 
 

• Short-Term Purchases: When utilizing this strategy, we may also purchase securities with the 
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idea of selling them within a relatively short time (typically a year or less). We do this in an 
attempt to take advantage of conditions that we believe will soon result in a price swing in the 
securities we purchase.  
 

• Trading: We purchase securities with the idea of selling them very quickly (typically within 30 
days or less). We do this in an attempt to take advantage of our predictions of brief price swings.  
 

• Short Sales: We borrow shares of a stock for your portfolio from someone who owns the stock 
on a promise to replace the shares on a future date at a certain price. Those borrowed shares are 
then sold. On the agreed-upon future date, we buy the same stock and return the shares to the 
original owner. We engage in short selling based on our determination that the stock will go down 
in price after we have borrowed the shares. If we are correct and the stock price has gone down 
since the shares were purchased from the original owner, the client account realizes the profit.  
 

• Margin Transactions: We will purchase stocks for your portfolio with money borrowed from 
your brokerage account. This allows you to purchase more stock than you would be able to with 
your available cash, and allows us to purchase stock without selling other holdings.  
 

• Option Writing: We may use options as an investment strategy. An option is a contract that gives 
the buyer the right, but not the obligation, to buy or sell an asset (such as a share of stock) at a 
specific price on or before a certain date. An option, just like a stock or bond, is a security. An 
option is also a derivative, because it derives its value from an underlying asset. The two types of 
options are calls and puts. A call gives us the right to buy an asset at a certain price within a 
specific period of time. We will buy a call if we have determined that the stock will increase 
substantially before the option expires. A put gives us the holder the right to sell an asset at a 
certain price within a specific period of time. We will buy a put if we have determined that the 
price of the stock will fall before the option expires.  

 
We will use options to "hedge" a purchase of the underlying security; in other words, we will use 
an option purchase to limit the potential upside and downside of a security we have purchased 
for your portfolio. 

 
We use "covered calls", in which we sell an option on security you own. In this strategy, you 
receive a fee for making the option available, and the person purchasing the option has the right 
to buy the security from you at an agreed-upon price.  
 
We use a "spreading strategy", in which we purchase two or more option contracts (for example, 
a call option that you buy and a call option that you sell) for the same underlying security. This 
effectively puts you on both sides of the market, but with the ability to vary price, time and other 
factors.  

 
Please Note: Investing in securities involves risk of loss that clients should be prepared to bear. 
While the stock market may increase and your account(s) could enjoy a gain, it is also possible that 
the stock market may decrease and your account(s) could suffer a loss. It is important that you 
understand the risks associated with investing in the stock market, are appropriately diversified in 
your investments, and ask us any questions you may have.   
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Risk of Loss 

Investing in securities involves certain investment risks. Securities can fluctuate in value or lose 

value up to the entire principal amount invested.  Clients should be prepared to bear the potential 

risk of loss. Advisor  will assist Clients in determining an appropriate strategy based on their 

tolerance for risk and other factors noted above. However, there is no guarantee that a Client will 

meet their investment goals. While the methods of analysis help the Advisor  in evaluating a 

potential investment, it does not guarantee that the investment will increase in value. Assets 

meeting the investment criteria utilized in these methods of analysis may lose value and may have 

negative investment performance. Investment Advisor  Representatives monitor economic 

indicators to determine if adjustments to strategic allocations are appropriate.  

 

Each Client engagement will entail a review of the Client's investment goals, financial situation, time 

horizon, tolerance for risk and other factors to develop an appropriate strategy for managing a 

Client's account. Client participation in this process, including full and accurate disclosure of 

requested information, is essential for the analysis of a Client's account. The Advisor  shall rely on 

the financial and other information provided by the Client or their designees without the duty or 

obligation to validate the accuracy and completeness of the provided information. It is the 

responsibility of the Client to inform the Advisor  of any changes in financial condition, goals or 

other factors that may affect this analysis. The risks associated with a particular strategy are 

provided to each Client in advance of investing Client accounts. The Advisor  will work with each 

Client to determine their tolerance for risk as part of the portfolio construction process. The firms’ 

methods of analysis and investment strategies do not represent any significant or unusual risks 

however all strategies have inherent risks and performance limitations.  Clients should be aware of 

the following types of risks that apply to investing and are encouraged to discuss the specific risks 

applicable to their account holdings:  

 

Business Risk 

The measure of risk associated with a particular security. It is also known as unsystematic 

risk and refers to the risk associated with a specific issuer of a security. Generally speaking, all 

businesses in the same industry have similar types of business risk. More specifically, 

business risk refers to the possibility that the issuer of a particular company stock or a bond 

may go bankrupt or be unable to pay the interest or principal in the case of bonds.  

 

Call Risk  

The risk specific to bond issues and refers to the possibility that a debt security will be called 

prior to maturity. Call risk usually goes hand in hand with reinvestment risk because the 

bondholder must find an investment that provides the same level of income for equal risk. Call 

risk is most prevalent when interest rates are falling, as companies trying to save money will 

usually redeem bond issues with higher coupons and replace them on the bond market with 

issues with lower interest rates.  
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Concentration Risk  

Concentrated portfolios are an aggressive and highly volatile approach to trading and 

investing and should be viewed as complementary to a stable, highly predictable 

investment approach. Concentrated portfolios hold fewer different stocks than a diversified 

portfolio and are much more likely to experience sudden dramatic price swings. In addition, 

the rise or drop in price of any given holding in the portfolio is likely to have a larger impact 

on portfolio performance, than a more broadly diversified portfolio. 

 

Credit Risk 

The risk that an investor could lose money if the issuer or guarantor of a fixed income security 

is unable or unwilling to meet its financial obligations.  

 

Cybersecurity Risk 

The computer systems, networks and devices used by us, and our service providers 

employ a variety of protections designed to prevent damage or interruption from 

computer viruses, network and computer failures and cyberattacks. Despite such 

protections, systems, networks and devices potentially can be breached. Cyberattacks 

include, but are not limited to, gaining unauthorized access to digital systems for 

purposes of corrupting data, or causing operational disruption, as well as denial-of- 

service attacks on websites. Cyber incidents may cause disruptions and impact 

business operations, potentially resulting in financial losses, the inability of us or our 

service providers to trade, violations of privacy and other laws, regulatory fines, 

reputational damage, reimbursement costs and additional compliance costs, as well as 

the inadvertent release of confidential information. 

 

Currency/Exchange Rate Risk  

The risk of a change in the price of one currency against another. 

 

Dependence on Key Personnel 

The success of the Underlying Funds will also depend materially upon the active 

participation of the individuals of the Underlying Managers. There can be no guarantee of 

the continuing participation of any one or more of these individuals, the loss of whose 

services could have a material adverse effect on the Underlying Funds. In addition, although 

the partners and other employees of the Underlying Managers are expected to devote as 

much time as they believe is necessary to conduct the affairs of the Underlying Funds, 

generally none of them will be required to devote any particular portion of his or her 

working time to the affairs of any of the Underlying Funds. These individuals are expected 

to devote substantial working time to conducting the affairs of the other funds they manage. 

 

Dependence on Underlying Managers 

Given that the Funds will generally be passive investors in any Underlying Fund and will not 

have a role in the management of the Underlying Funds, the returns of the investments in 

the Underlying Funds will primarily depend on the performance of the Underlying 
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Managers. The Funds will not control the investment policies of the Underlying Funds and 

the access of an investor in a Fund to information concerning the Underlying Funds’ 

investments and other matters will not be as comprehensive nor as timely as if investors 

made direct investments in the Underlying Funds. Also, information about Underlying 

Managers may be limited. As a result, Precision may not be in a position to protect the value 

of a particular Fund’s investment in Underlying Funds. In addition, the Underlying 

Managers may have economic or business interests or goals that are inconsistent with those 

of the Fund. 

 

Derivatives  

Investment strategies may cause a client to be exposed to derivatives including instruments 

and contracts whose value is linked to one or more underlying securities, financial 

benchmarks, or indices. Derivatives allow an investor to hedge or speculate upon the price 

movements of a particular security, financial benchmark, index, currency, or interest rate at 

a fraction of the cost of investing in the underlying asset. The value of a derivative depends 

largely upon price movements in the underlying asset. 

 

Emerging Markets 

The risks of foreign investments typically are greater in less developed countries, 

sometimes referred to as emerging markets. For example, political and economic structures 

in these countries may be less established and may change rapidly. These countries also are 

more likely to experience high levels of inflation, deflation, or currency devaluation, which 

can harm their economies and securities markets and increase volatility.   

 
Exchange Traded Fund Risks 

The risk of owning an ETF generally reflects the risks of owning the underlying 

securities the ETF holds. Clients can incur additional costs associated with ETFs. 

Consumer Discretionary ETF Shares are listed for trading on NYSE Arca and can be 

bought and sold on the secondary market at market prices. Although it is expected that 

the market price of a Consumer Discretionary ETF Share typically will approximate its 

net asset value (NAV), there may be times when the market price and the NAV vary 

significantly. Thus, the client may pay more or less than NAV when the Consumer 

Discretionary ETF Shares are purchased on the secondary market, and the client may 

receive more or less than NAV when you sell those shares. Although Consumer 

Discretionary ETF Shares are listed for trading on NYSE Arca, it is possible that an 

active trading market may not be maintained, and Trading of Consumer Discretionary 

ETF Shares on NYSE Arca may be halted by the activation of individual or market wide 

"circuit breakers" (which halt trading for a specific period of time when the price of a 

particular security or overall market prices decline by a specified percentage). Trading 

of Consumer Discretionary ETF Shares may also be halted if the shares are delisted. 
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Extraordinary Events  

Terrorism and the United States’ involvement in armed conflict may negatively affect 

general economic fortunes, including sales, profits, and production. An unstable geopolitical 

climate and continued threats of terrorism and war could have a material effect on general 

economic conditions, market conditions, and market liquidity (i.e., depressed securities 

prices and problems with trading facilities and infrastructure). Additionally, a serious 

pandemic or natural disaster could severely disrupt the global, national, and/or regional 

economies.  A resulting negative impact on economic fundamentals and consumer 

confidence may increase the risk of default of particular companies and negatively impact 

our clients. 

 

Fixed Income Risk 

When investing in bonds, there is the risk that the issuer will default on the bond and be 

unable to make payments. Further, individuals who depend on set amounts of periodically 

paid income face the risk that inflation will erode their spending power. Fixed-income 

investors receive set, regular payments that face the same inflation risk. 

 

Fixed Income Markets Volatility and Other Risks  

Fixed income markets have experienced increased volatility during certain recent periods 

as investors have considered the effects of Federal Reserve Board policy changes (i.e., with 

tapering of the Federal Reserve Board’s quantitative easing program and a general rise in 

interest rates). While volatility in the fixed income markets has subsided at times, such 

volatility, together with changes in bond market size and structure, are reminders of the 

possibility of volatility and other risks such as increased redemptions from the Fund. 

 

Foreign Securities Risk 

Mutual funds in a client’s portfolio can invest in foreign securities. Foreign securities are 

subject to additional risks not typically associated with investments in domestic securities. 

These risks may include, among others, currency risk, country risks (political, diplomatic, 

regional conflicts, terrorism, war, social and economic instability, currency devaluations 

and policies that have the effect of limiting or restricting foreign investment or the 

movement of assets), different trading practices, less government supervision, less 

stringent accounting standards, less publicly available information, limited trading markets 

and greater volatility. To the extent that underlying funds invest in issuers located in 

emerging markets, the risk may be heightened by political changes, changes in taxation, or 

currency controls that could adversely affect the values of these investments. Emerging 

markets have been more volatile than the markets of developed countries with more 

mature economies. 

 

Inflationary Risk  

The risk that future inflation will cause the purchasing power of cash flow from an investment 

to decline.  
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Illiquidity of Investments 

There is no public market for any of the investments that will be held by the Funds, and it is 

highly unlikely that one will develop. As a consequence, the Funds’ investments in securities 

may be illiquid, and the Funds could be prevented from liquidating securities promptly, 

which may in turn subject the Funds to substantial losses. Illiquidity could also impair the 

Funds’ ability to distribute withdrawal proceeds to a withdrawing investor in a timely 

manner. 

 

Interest Rates and Prices; Correction Risks  

The price of a debt security generally moves in the opposite direction from interest rates 

(i.e., if interest rates go up, the value of the bond will go down, and vice versa). In general, 

securities with longer maturities are more sensitive to these price changes. Additionally, the 

prices of high yield, fixed-income securities fluctuate more than high quality debt securities. 

Prices are especially sensitive to developments affecting the company’s business and to 

changes in the ratings assigned by rating agencies. Prices often are closely linked with the 

company’s stock prices and typically rise and fall in response to factors that affect stock 

prices. In addition, the entire high-yield securities market can experience sudden and sharp 

price swings due to changes in economic conditions, stock market activity, large, sustained 

sales by major investors, a high- profile default, or other factors. Any changes to interest 

rates could have a significant impact on prices and a client’s account, which could be 

substantial if the duration levels, if any, of the client’s account are high. See also “Fixed 

Income Markets Volatility and Other Risks” below. 

 

Interest Rate Risk  

The risk that fixed income securities will decline in value because of an increase in interest 

rates; a bond or a fixed income fund with a longer duration will be more sensitive to changes 

in interest rates than a bond or bond fund with a shorter duration.  

 

Legislative Risk  

The risk of a legislative ruling resulting in adverse consequences. 

 

Limited Access to Underlying Managers 

There is no assurance that each Underlying Manager will, as a result of capacity constraints, 

agree to manage as much of the Funds’ assets as Precision determines to allocate to such 

Underlying Managers. There also is no assurance that 9 an Underlying Manager will not 

terminate its relationship with the Funds or return some assets under management. 

 

Liquidity Risk 

The possibility that an investor may not be able to buy or sell an investment as and when 

desired or in sufficient quantities because opportunities are limited.  
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Margin Transaction Risk  

A client account may use short-term margin borrowings in purchasing securities (including, 

but not limited to, swaps, commodities, derivatives, or other instruments purchased for 

speculative, leveraging, hedging, and/or performance enhancing purposes). In general, the 

use of short-term margin borrowings, if any, results in certain additional risks. For example, 

should the securities pledged to brokers to secure margin accounts decline in value, the 

client’s account could be subject to a “margin call,” pursuant to which it must either deposit 

additional funds with the broker, or suffer mandatory liquidation of the pledged securities 

to compensate for the decline in value, which could require the   liquidation of assets at 

inopportune times. Furthermore, in the event of a sudden precipitous drop in the value of 

its assets, the Fund might not be able to liquidate assets quickly enough to pay off its margin 

debt. 

 

A client account’s margin provider will have a lien over the assets of the account that are 

deposited with the margin provider as collateral. In the event of the insolvency of the 

margin provider, those assets may become available to the creditors of the margin provider. 

The insolvency of the margin provider could seriously damage the client’s account, as assets 

of the account which are deposited with the margin provider as margin will become 

available to the creditors of the margin provider. 

 

When a client account purchases an option in the United States, there is no margin 

requirement because the option premium is paid for in full. The premiums for certain 

options traded on foreign exchanges may be paid for on margin. The margin requirements 

imposed on the writing of options, although adjusted to reflect the probability that out-of-

the money options will not be exercised, can in fact be higher than those imposed in dealing 

in the securities markets directly. Whether any margin deposit will be required for over-

the-counter (“OTC”) options will depend on the credit determinations and agreement of the 

parties to the transaction. 

 

Market Risk 

The risk that the value of securities may go up or down, sometimes rapidly or 

unpredictably, due to factors affecting securities markets generally or particular industries.  

 

Pandemic Risk 

Large-scale outbreaks of infectious disease that can greatly increase morbidity and mortality 

over a wide geographic area, crossing international boundaries, and causing significant 

economic, social, and political disruption. 

 

COVID-19 

The novel coronavirus known as COVID-19 involves significant risk of a sustained 

increase in the volatility of global markets, which volatility could continue for the 

foreseeable future. Market responses to decisions made by governments and scientists 

around the world, including measures to contain the spread of the virus, availability of 
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healthcare and treatments, and rolling shutdowns of markets across the globe would 

negatively impact markets and pose a significant risk of loss to investment principal. 

The pandemic also poses a risk from a human capital and resource perspective. 

 

Portfolio Inactivity Risk 

Advisor maintains procedures for reviewing client portfolios and for making changes to a 

client’s account holdings. There may be periods where Advisor  determines that changes to a 

client’s portfolio are unnecessary. Clients will remain responsible for paying Advisor ’s fees 

during all periods and are solely responsible for determining whether the Advisor ’s services 

remain appropriate for them. 

 

Private Equity Investments 

Certain Funds may acquire equity stakes in privately held companies. The success of the 

Funds’ investments in equity stakes of privately held companies will largely depend in part 

on the performance and abilities of such companies' controlling shareholders. Because the 

Funds will not control such companies, the Funds’ ability to exit from such investments may 

be limited. Additionally, these Funds are likely to have a reduced ability to influence 

management of such companies. As a result of these factors, Precision may not be in a 

position to protect the value of a Fund’s investment in a private company. 

 

Reinvestment Risk 

The risk that falling interest rates will lead to a decline in cash flow from an investment when 

its principal and interest payments are reinvested at lower rates.  

 

Settlement Risks  

Investment strategies may expose a client to the credit risk of parties with whom Advisor  

trades (on behalf of the client or the underlying funds) and to the risk of settlement default. 

Problems of settlement in these markets may affect the net asset value and liquidity of a 

client’s portfolio or investments in such portfolios. In addition, unlike taking long positions 

where the risk of loss generally is limited to the value of the investment in the security, the 

risk of loss of a short position is theoretically unlimited because short positions lose money 

as the price of the underlying security increases. 

 

Social/Political Risk 

The possibility of nationalization, unfavorable government action or social changes resulting 

in a loss of value.  

 

Tax Harvesting Risk 

The trading strategy employed in client accounts is tax harvesting. The intent of this trade 

is to sell an ETF or mutual fund at a taxable loss and replace that position with a holding 

whose historical performance and expected future performance are similar, thereby 

having little impact on the overall strategic allocation, but capturing the tax loss. Because 

past performance is no indication of future performance, there is potential for the future 
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performance of the replacement position to deviate from that of the initial holding. This 

type of strategy may also incur an increase in the frequency of trading and amount of 

transaction costs. 

 

Taxability Risk 

The risk that a security that was issued with tax-exempt status could potentially lose that 

status prior to maturity. Since municipal bonds carry a lower interest rate than fully taxable 

bonds, the bond holders would end up with a lower after-tax yield than originally planned.  

 

Volatility-Linked Products Risk 

Volatility-linked ETPs are designed to track the Chicago Board Options Exchange Volatility 

Index (VIX) futures. The VIX is a measure of the expected volatility of the S&P 500 index as 

measured by the implied volatility of options on that index. Volatility ETPs gain exposure to 

market volatility through futures and/or options contracts on the VIX. Volatility-linked 

ETPs that seek to maintain a continuous, targeted maturity exposure to VIX futures will 

either track or hold VIX futures contracts on a rolling basis. They will sell shorter-term 

contracts or contracts about to expire with contracts that have more distant or deferred 

maturity dates in order to maintain the desired exposure. The performance of volatility-

linked ETPs may be significantly different than the performance of the VIX and the actual 

realized volatility of the S&P 500 Index. VIX futures contracts are among the most volatile 

segments of all futures markets. Volatility-linked ETPs may be subject to extreme volatility 

and greater risk of loss than other traditional ETFs.  

 

All investments involve varying degrees of risk, and it should not be assumed that future performance 

of any specific investment or investment strategy will be profitable or equal any specific performance 

level(s). Investing in securities and other investments involve a risk of loss that each Client should 

understand and be willing to bear. Clients are reminded to discuss these risks with the Advisor . 

 

Types of Investments  

Advisor generally manages Client portfolios that consist of mutual funds, Exchange Traded Equities 

(ETFs) and individual securities.   

 

Cash Positions 

Based on a perceived or anticipated market conditions and/or events, certain assets will be 

taken out of the market and held in a defensive cash position.  The firm invests cash balances 

in money market funds, FDIC Insured Certificates of Deposit, high-grade commercial paper 

and/or government-backed debt instruments.  Cash positions are subject to the agreed upon 

advisory fee as they are managed as part of the overall active investment strategy.  The firm 

does not hold cash positions for an extended period of time.   

 

Equity 

Investment generally refers to buying shares of stocks in return for receiving a future 

payment of dividends and/or capital gains if the value of the stock increases. The value of 
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equity securities may fluctuate in response to specific situations for each company, industry 

conditions and the general economic environment. 

 

Exchange Traded Funds (ETFs) 

An ETF is a portfolio of securities invested to track a market index similar to an index mutual 

fund, but the shares are traded on an exchange like an equity.  An ETF share price fluctuates 

intraday depending on market conditions instead of having a net asset value (NAV) that is 

calculated once at the end of the day. The shares may trade at a premium or discount; and as a 

result, investors pay more or less when purchasing shares and receive more or less than 

when selling shares. The supply of ETF shares is regulated through a mechanism known as 

creation and redemption that involves large, specialized investors, known as authorized 

participants (APs).  Authorized participants are large financial institutions with a high degree 

of buying power, such as market makers, banks or investment companies that provide market 

liquidity.  When there is a shortage of shares in the market, the authorized participant creates 

more (creation). Conversely, the authorized participant will reduce shares in circulation 

(redemption) when supply falls short of demand.  Multiple authorized participants 

help improve the liquidity of a particular ETF and stabilize the share price.  To the extent that 

authorized participants cannot or are otherwise unwilling to engage in creation and 

redemption transactions, shares of an ETF tend to trade at a significant discount or premium 

and may face trading halts and delisting from the exchange.  The performance of ETFs is 

subject to market risk, including the complete loss of principal.  ETFs also have a trading risk 

based on cost inefficiency if the ETFs are actively traded and a liquidity risk if the ETFs has a 

large price spread and low trading volume.  In addition, investors buying or selling shares in 

the secondary market pay brokerage commissions, which may be a significant proportional 

cost not incurred by mutual funds. 

 

Exchange-Traded Notes (ETNs) 

An ETN is a senior unsecured debt obligation designed to track the total return of an 

underlying market index or other benchmark. ETNs may be linked to a variety of assets, for 

example, commodity futures, foreign currency and equities. ETNs are similar to ETFs in that 

they are listed on an exchange and can typically be bought or sold throughout the trading day. 

However, an ETN is not a mutual fund and does not have a net asset value; the ETN trades at 

the prevailing market price. Some of the more common risks of an ETN are as follows. The 

repayment of the principal, interest (if any), and the payment of any returns at maturity or 

upon redemption are dependent upon the ETN issuer’s ability to pay. In addition, the trading 

price of the ETN in the secondary market may be adversely impacted if the issuer’s credit 

rating is downgraded. The index or asset class for performance replication in an ETN may or 

may not be concentrated in a specific sector, asset class or country and may therefore carry 

specific risks.  

 

Fixed Income 

Investments generally pay a return on a fixed schedule, though the amount of the payments 

can vary. This type of investment can include corporate and government debt securities, 

https://www.investopedia.com/terms/a/authorizedparticipant.asp
https://www.investopedia.com/terms/a/authorizedparticipant.asp
https://www.investopedia.com/terms/b/buyingpower.asp
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leveraged loans, high yield, and investment grade debt and structured products, such as 

mortgage and other asset-backed securities, although individual bonds may be the best-

known type of fixed income security. In general, the fixed income market is volatile and fixed 

income securities carry interest rate risk. (As interest rates rise, bond prices usually fall, and 

vice versa. This effect is usually more pronounced for longer-term securities.) Fixed income 

securities also carry inflation risk, liquidity risk, call risk, and credit and default risks for both 

issuers and counterparties. The risk of default on treasury inflation protected/inflation linked 

bonds is dependent upon the U.S. Treasury defaulting (extremely unlikely); however, they 

carry a potential risk of losing share price value, albeit rather minimal. Risks of investing in 

foreign fixed income securities also include the general risk of non-U.S. investing described 

below. 

 

• Mutual Funds – A pool of funds collected from many investors to invest in securities such as 

stocks, bonds, money market instruments and similar assets.   

 

o Open-End Mutual Funds – A type of mutual fund that does not have restrictions on the 

amount of shares the fund will issue and will buy back shares when investors wish to 

sell.  Investing in mutual funds carries the risk of capital loss, and thus you may lose 

money investing in mutual funds. All mutual funds have costs that lower investment 

returns. The funds can be of bond “fixed income” nature (lower risk) or stock “equity” 

nature. 

 

o Closed-End Mutual Funds – A type of mutual fund that raises a fixed amount of capital 

through an initial public offering (IPO). The fund is then structured, listed and traded 

like a stock on a stock exchange.  Clients should be aware that closed-end funds 

available within the program are not readily marketable.  To provide investor liquidity, 

the funds may offer to repurchase a certain percentage of shares at net asset value 

periodically. Thus, clients may be unable to liquidate all or a portion of their shares in 

these types of funds. 

 
 

Item 9: Disciplinary Information 
 
There are no legal or disciplinary events that are material to the evaluation of our advisory business 
or the integrity of our management. 
 
 
 

Item 10: Other Financial Industry Activities & Affiliations 
 

We have no other financial industry activities and affiliations to disclose.  
 
 
 
 
 

http://www.investopedia.com/terms/i/investing.asp
http://www.investopedia.com/terms/m/moneymarket.asp
http://www.investopedia.com/terms/f/fund.asp
http://www.investopedia.com/terms/i/ipo.asp
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Item 11: Code of Ethics, Participation or Interest in Client Transactions & Personal Trading 

 

 
We recognize that the personal investment transactions of members and employees of our firm demand 
the application of a high Code of Ethics and require that all such transactions be carried out in a way that 
does not endanger the interest of any client.  At the same time, we believe that if investment goals are 
similar for clients and for members and employees of our firm, it is logical and even desirable that there 
be common ownership of some securities. 

 
Therefore, in order to prevent conflicts of interest, we have in place a set of procedures (including a pre-
clearing procedure) with respect to transactions effected by our members, officers and employees for 
their personal accounts1.  In order to monitor compliance with our personal trading policy, we have a 
quarterly securities transaction reporting system for all of our associates.  
 
Furthermore, our firm has established a Code of Ethics which applies to all of our associated persons. An 
investment adviser is considered a fiduciary. As a fiduciary, it is an investment adviser’s responsibility 
to provide fair and full disclosure of all material facts and to act solely in the best interest of each of our 
clients at all times.  We have a fiduciary duty to all clients. Our fiduciary duty is considered the core 
underlying principle for our Code of Ethics which also includes Insider Trading and Personal Securities 
Transactions Policies and Procedures. We require all of our supervised persons to conduct business with 
the highest level of ethical standards and to comply with all federal and state securities laws at all times. 
Upon employment or affiliation and at least annually thereafter, all supervised persons will sign an 
acknowledgement that they have read, understand, and agree to comply with our Code of Ethics. Our 
firm and supervised persons must conduct business in an honest, ethical, and fair manner and avoid all 
circumstances that might negatively affect or appear to affect our duty of complete loyalty to all clients.  
This disclosure is provided to give all clients a summary of our Code of Ethics.  However, if a client or a 
potential client wishes to review our Code of Ethics in its entirety, a copy will be provided promptly upon 
request. 

 
Neither our firm nor a related person recommends to clients, or buys or sells for client accounts, 
securities in which our firm or a related person has a material financial interest. 

 
Related persons of our firm may buy or sell securities and other investments that are also 
recommended to clients. In order to minimize this conflict of interest, our related persons will place 
client interests ahead of their own interests and adhere to our firm’s Code of Ethics, a copy of which 
is available upon request. 
 
Related persons of our firm may buy or sell securities for themselves at or about the same time they buy 
or sell the same securities for client accounts. In order to minimize this conflict of interest, our related 
persons will place client interests ahead of their own interests and adhere to our firm’s Code of Ethics, a 
copy of which is available upon request. Further, our related persons will refrain from buying or selling 
the same securities within 24 hours prior to buying or selling for our clients. If related persons’ accounts 
are included in a block trade, our related persons will always trade personal accounts last. 
 
 

 
1 For purposes of the policy, our associate’s personal account generally includes any account (a) in the name of our associate, his/her spouse, 
his/her minor children or other dependents residing in the same household, (b) for which our associate is a trustee or executor, or (c) which our 
associate controls, including our client accounts which our associate controls and/or a member of his/her household has a direct or indirect 
beneficial interest in. 
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Item 12: Brokerage Practices 

 
We seek to recommend a custodian/broker who will hold your assets and execute transactions on 
terms that are overall most advantageous when compared to other available providers and their 
services. We consider a wide range of factors, including, among others, these: 
 

• Ability to maintain the confidentiality of trading intentions 
• Timeliness of execution 
• Timeliness and accuracy of trade confirmations 
• Liquidity of the securities traded 
• Willingness to commit capital  
• Ability to place trades in difficult market environments 
• Research services provided 
• Ability to provide investment ideas 
• Execution facilitation services provided  
• Record keeping services provided 
• Custody services provided 
• Frequency and correction of trading errors 
• Ability to access a variety of market venues 
• Expertise as it relates to specific securities 
• Financial condition  
• Business reputation 

 
With this in consideration, our firm has an arrangement with Charles Schwab & Co., Inc. (“Schwab”). 
Schwab offers to independent investment advisers non-soft dollar services which include custody of 
securities, trade execution, clearance and settlement of transactions. We receive some non-soft dollar 
benefits from Schwab through our participation in the program. (Please see the disclosure under Item 
14 of this Brochure.) 

 
Schwab may make certain research and brokerage services available at no additional cost to our firm. 
These services may be directly from independent research companies, as selected by our firm (within 
specific parameters). Research products and services provided by Schwab may include research 
reports on recommendations or other information about, particular companies or industries; economic 
surveys, data and analyses; financial publications; portfolio evaluation services; financial database 
software and services; computerized news and pricing services; quotation equipment for use in running 
software used in investment decision-making; and other products or services that provide lawful and 
appropriate assistance by Schwab to our firm in the performance of our investment decision-making 
responsibilities. 
 
We do not use client brokerage commissions to obtain research or other products or services. The 
aforementioned research and brokerage services are used by our firm to manage accounts for which 
we have investment discretion. Without this arrangement, our firm might be compelled to purchase 
the same or similar services at our own expense. 
 
As a result of receiving these services, we may have an incentive to continue to use or expand the use of 
Schwab services. Our firm examined this potential conflict of interest when we chose to enter into the 
relationship with Schwab and we have determined that the relationship is in the best interest of our 
firm’s clients and satisfies our fiduciary obligations, including our duty to seek best execution.  
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Schwab charges brokerage commissions for effecting certain securities transactions (i.e.,  
commissions are charged for individual equity and debt securities transactions). Schwab enables us 
to obtain many no-load mutual funds without transaction charges and other no-load funds at nominal 
transaction charges. Schwab commission rates are generally discounted from customary retail 
commission rates. However, the commission fees charged by Schwab may be higher or lower than 
those charged by other custodians and broker-dealers.   
 
Our clients may pay a commission to Schwab that is higher than another qualified broker dealer might 
charge to effect the same transaction where we determine in good faith that the commission is 
reasonable in relation to the value of the brokerage and research services received  In seeking best 
execution, the determinative factor is not the lowest possible cost, but whether the transaction 
represents the best qualitative execution, taking into consideration the full range of a broker-dealer’s 
services, including the value of research provided, execution capability, commission rates, and 
responsiveness. Accordingly, although we will seek competitive rates, to the benefit of all clients, we 
may not necessarily obtain the lowest possible commission rates for specific client account 
transactions. 
 
Soft Dollars 

Investment research products and services that may be obtained by our firm will generally be used 
to service all of our clients, a brokerage commission paid by a specific client may be used to pay for 
research that is not used in managing that specific client’s account. Our firm does not accept products 
or services that do not qualify for Safe Harbor outlined in Section 28(e) of the Securities Exchange 
Act of 1934, such as those services that do not aid in investment decision-making or trade execution. 
 
Client Brokerage Commissions 

We do not acquire client brokerage commissions (or markups or markdowns). 
 
Procedures to Direct Client Transactions in Return for Soft Dollars 

We do not receive any soft dollar relationships and do not direct client transactions to a particular 
broker-dealer in return for soft dollar benefits. 
 
Brokerage for Client Referrals 

Our firm does not receive brokerage for client referrals. 
 
Directed Brokerage 

Neither we nor any of our firm’s related persons have discretionary authority in making the 
determination of the brokers with whom orders for the purchase or sale of securities are placed for 
execution, and the commission rates at which such securities transactions are effected. We routinely 
recommend that a client directs us to execute through a specified broker-dealer. Our firm 
recommends the use of Schwab.  
 
Permissibility of Client-Directed Brokerage 

We allow clients to direct brokerage outside our recommendation. However, we may be unable to 
achieve the most favorable execution of client transactions. Client directed brokerage may cost 
clients more money. For example, in a directed brokerage account, you may pay higher brokerage 
commissions because we may not be able to aggregate orders to reduce transaction costs, or you may 
receive less favorable prices.  
 
 



ADV Part 2A – Firm Brochure Page 22 Accredited Wealth Management LLC 

 

 

Aggregation of Purchase or Sale 

We perform investment management services for various clients. There are occasions on which 
portfolio transactions may be executed as part of concurrent authorizations to purchase or sell the same 
security for numerous accounts served by our firm, which involve accounts with similar investment 
objectives. Although such concurrent authorizations potentially could be either advantageous or 
disadvantageous to any one or more particular accounts, they are affected only when we believe that to 
do so will be in the best interest of the effected accounts. When such concurrent authorizations occur, 
the objective is to allocate the executions in a manner which is deemed equitable to the accounts 
involved. In any given situation, we attempt to allocate trade executions in the most equitable manner 
possible, taking into consideration client objectives, current asset allocation and availability of funds 
using price averaging, proration and consistently non-arbitrary methods of allocation. 
 

Item 13: Review of Accounts 
 

We review accounts on at least a quarterly basis for our clients subscribing to our Comprehensive 
Portfolio Management service. The nature of these reviews is to learn whether clients’ accounts are 
in line with their investment objectives, appropriately positioned based on market conditions, and 
investment policies, if applicable. Only our Financial Advisors or Portfolio Managers will conduct 
reviews.  
 
We may review client accounts more frequently than described above. Among the factors which may 
trigger an off-cycle review are major market or economic events, the client’s life events, requests by 
the client, etc.   

 
We do not provide written reports to clients, unless asked to do so. Verbal reports to clients take 
place on at least an annual basis when we contact clients who subscribe to our Comprehensive 
Portfolio Management service.   
 
Financial Planning clients do not receive reviews of their written plans unless they take action to 
schedule a financial consultation with us. We do not provide ongoing services to financial planning 
clients, but are willing to meet with such clients upon their request to discuss updates to their plans, 
changes in their circumstances, etc. Financial Planning clients do not receive written or verbal 
updated reports regarding their financial plans unless they separately contract with us for a post-
financial plan meeting or update to their initial written financial plan.  

 
Item 14: Client Referrals & Other Compensation 

 

We receive an economic benefit from Schwab in the form of the support products and services it 
makes available to us and other independent investment advisors that have their clients maintain 
accounts at Schwab. These products and services, how they benefit us, and the related conflicts of 
interest are described above (see Item 12 – Brokerage Practices). The availability to us of Schwab’s 
products and services is not based on us giving particular investment advice, such as buying 
particular securities for our clients. 

 
We do not pay referral fees (non-commission based) to independent solicitors (non-registered 
representatives) for the referral of their clients to our firm in accordance with Rule 206 (4)-3 of the 
Investment Advisers Act of 1940.  
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Item 15: Custody 

 
Our firm does not have custody of any client funds or securities.  Should our firm inadvertently be in 
possession of client fund or securities, the funds or securities will be returned to sender within three 
(3) business days and checks payable to a third party will be forwarded to the appropriate third party 
within twenty-four (24) hours. 
 
State Securities Bureaus generally take the position that any arrangement under which a registered 
investment adviser is authorized or permitted to withdraw client funds or securities maintained with 
a custodian upon the adviser’s instruction to the custodian is deemed to have custody of client funds 
and securities. As such, our firm has adopted the following safeguarding procedures: 

  
a) Clients must provide our firm with written authorization permitting direct payment of 

advisory fees from their account(s) maintained by a custodian who is independent of our 
firm; 

b) Quarterly statements are sent to clients showing the fee amount, the value of the assets upon 
which the fee is based, and the specific manner in which the fee is calculated as well as 
disclosing that it is the client’s responsibility to verify the accuracy of fee calculation, and that 
the custodian does not determine its accuracy; and  

c) The account custodian sends a statement to the client, at least quarterly, showing all account 
disbursements, including advisory fees.  

 
We encourage our clients to raise any questions with us about the custody, safety or security of their 
assets. The custodians we do business with will send you independent account statements listing 
your account balance(s), transaction history and any fee debits or other fees taken out of your 
account.   
 

Item 16: Investment Discretion 
 
Clients have the option of providing our firm with investment discretion on their behalf, pursuant to 
an executed investment advisory client agreement. By granting investment discretion, we are 
authorized to execute securities transactions, which securities are bought and sold and the total 
amount to be bought and sold. Limitations may be imposed by the client in the form of specific 
constraints on any of these areas of discretion with our firm’s written acknowledgement. 
 

Item 17: Voting Client Securities 
 
 

Policy for Voting Proxies 

Our firm utilizes ProxyEdge, an electronic voting service provided by Broadridge Financial Solutions, 
Inc. (“Broadridge”). ProxyEdge allows us to manage, track, reconcile and report proxy voting through 
electronic delivery of ballots, online voting, and integrated reporting and recordkeeping. ProxyEdge 
provides proxy information through an automated electronic interface based on share positions 
provided directly to Broadridge by Schwab.  
 
All proxies received by our firm will be given to our Chief Compliance Officer for processing. Our Chief 
Compliance Officer will determine which accounts managed by our firm hold the security to which 
the proxy relates. These accounts and their shareholdings will be matched to the proxies received for 
each security. Missing proxies or significant variances in shares held will be investigated. 
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A grid of shares held by the client for each security being voted will be updated with each proxy being 
voted. Our chief compliance officer will review each item for voting on each proxy. Based on our proxy 
voting guidelines outlined below, a determination of how our firm votes will be made. Any undefined 
issues will be referred to our president. A listing of each proxy voted will be updated at the time the 
proxy is voted. Proxies will generally be voted online unless custodian requires mailed form. In the 
absence of specific voting guidelines from the client, we will vote proxies in the best interest of each 
particular client.  
 
We look to ensure that our firm is compliant with the new exchange act rule 14a-11. In accordance 
with the aforementioned rule, our firm provides shareholders with the opportunity to nominate 
directors at a shareholder meeting under the applicable state or foreign law. Clients also have the 
ability to have their nominees included in the company proxy materials sent to all of our 
shareholders. Furthermore, the clients as shareholders also have the ability to use the shareholder 
proposal process to establish procedures for the inclusion of shareholder director nominations in 
company proxy materials.  
 
Proxies Voting Guidelines 

Where voting authority exists, proxies are voted by our firm in the best interests of plan beneficiaries: 
• for directors and for management on routine matters; 
• for a limit on or reduction of the number of directors, and for an increase in the number of 

directors on a case by case basis; 
• against the creation of a tiered board; 
• for the elimination of cumulative voting; 
• for independence of auditors; 
• for deferred compensation; 
• for profit sharing plans; 
• for stock option plans unless the plan could result in material dilution to shares outstanding 

or is excessive; 
• for stock repurchases; 
• for an increase in authorized shares unless the authorization effectively results in a blind 

investment pool for shareholders; 
• for reductions in the par value of stock; 
• for company name changes; 
• for routine appointments of auditors. 

 
We abstain on motions to limit directors' liability. Material issues not addressed above (e.g., mergers, 
poison pills, social investing and miscellaneous shareholder proposals) are dealt with on a case-by-
case basis.  
 
Our firm will defer to client voting policies as directed. Eligible shares are monitored against ballots 
received from custodians, and detailed records of all issues and votes are maintained and reported 
to clients as requested. 

 
We recognize that under certain circumstances we may have a conflict of interest between us and 
our clients. Such circumstances may include, but are not limited to, situations where our firm or one 
or more of our affiliates, including officers, directors and employees, has or is seeking a client 
relationship with the issuer of the security that is the subject of the proxy vote. We shall periodically 
inform our employees that they are under an obligation to be aware of the potential for conflicts of 
interest on the part of our firm with respect to voting proxies on behalf of funds, both as a result of 
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our employee’s personal relationships and due to circumstances that may arise during the conduct 
of our business, and to bring conflicts of interest of which they become aware to the attention of the 
proxy manager. We shall not vote proxies relating to such issuers on behalf of client accounts until 
we have determined that the conflict of interest is not material or a method of resolving such conflict 
of interest has been agreed upon by our management team. A conflict of interest will be considered 
material to the extent that it is determined that such conflict has the potential to influence our 
decision-making in voting a proxy. Materiality determinations will be based upon an assessment of 
the particular facts and circumstances. If we determine that a conflict of interest is not material, we 
may vote proxies notwithstanding the existence of a conflict. If the conflict of interest is determined 
to be material, the conflict shall be disclosed to our management team and we shall follow the 
instructions of the management team. We shall keep a record of all materiality decisions and report 
them to the management team on an annual basis.  
 

Our Chief Compliance Officer will maintain files relating to our proxy voting procedures. Records will 
be maintained and preserved for five years from the end of the fiscal year during which the last entry 
was made on a record, with records for the last two years kept on our premises. Records of the 
following will be included in the files: 
 

• copies of these proxy voting policies and procedures, and any amendments thereto; 
• a copy of each proxy statement that we receive, provided however that our firm may rely on 

obtaining a copy of proxy statements from the SEC’s EDGAR system for those proxy 
statements that are available; 

• a record of each vote that we cast; 
• a copy of any document we created that was material to making a decision how to vote 

proxies, or that memorializes that decision; 
• a copy of each written client request for information on how we voted such client’s proxies, 

and a copy of any written response to any client request for information on how we voted 
their proxies. 

 

Clients may request a copy of our written policies and procedures regarding proxy voting and/or 
information on how particular proxies were voted by contacting our Chief Compliance Officer, Shawn 
Clark, by phone at (502) 290-1907. 
 

Item 18: Financial Information 
 

We are not required to provide financial information in this Brochure because we do not require the 
prepayment of more than $1,200 in fees and six or more months in advance, we do not take custody 
of client funds or securities, and we do not have a financial condition or commitment that impairs 
our ability to meet contractual and fiduciary obligations to clients. 

 

We have never been the subject of a bankruptcy proceeding. 
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