
FORM ADV         
                  Uniform Application for Investment Adviser Registration 

Part II - Page 1  

Name of Investment Adviser:  
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This part of FORM ADV gives information about the investment adviser and its business for the use of clients. 

The information has not been approved or verified by any government authority. 
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FORM ADV 
Part II - Page 2 

Applicant: SEC File Number: 
 
801- 

Date: 

  

1.     A.     Advisory Services and Fees.  (check the applicable boxes)       For each type of service provided, state the 
                                                                                                                       approximate % of total advisory billings from                                   
Applicant:                                                                                                     that service.  (See instruction below.)                
          (1)      Provides investment supervisory services ..........................................................................................                       % 
          (2)      Manages investment advisory accounts not involving investment supervisory services.....................                      %     
          (3)      Furnishes investment advice through consultations not included in either service described above...                      %      
          (4)      Issues periodicals about securities by subscription ..............................................................…...........                      % 
          (5)      Issues special reports about securities not included in any service described above...........................                      % 
          (6)      Issues, not as part of any service described above, any charts, graphs, formulas, or other devices 
                     which clients may use to evaluate securities.......................................................................................                       % 
           (7)      On more than an occasional basis, furnishes advice to clients on matters not involving securities...                       % 
           (8)      Provides a timing service ...............................................................................................................…                       % 
           (9)      Furnishes advice about securities in any manner not described above..........................................….                       % 
 

(Percentages should be based on applicant’s last fiscal year.  If applicant has not completed its first fiscal year, 
provide estimates of advisory billings for that year and state that the percentages are estimates.) 

_________________________________________________________________________________________________________   
                                                                                                                                                                                        Yes      No   
    B.    Does applicant call any of the services it checked above financial planning or some similar term? . . . . . . .               
 _________________________________________________________________________________________________________ 
    C.    Applicant offers investment advisory services for: (check all that apply) 
  
            (1)    A percentage of assets under management                                  (4)      Subscription fees 
            (2)    Hourly charges                                                                             (5)      Commissions 
            (3)    Fixed fees (not including subscription fees)                                (6)      Other 
_________________________________________________________________________________________________________                                                                                                                                                                                                                  
    D.    For each checked box in A above, describe on Schedule F: 
 

• the services provided, including the name of any publication or report issued by the adviser on a subscription basis or for 
a fee 

 
• applicant’s basic fee schedule, how fees are charged and whether its fees are negotiable 

 
• when compensation is payable, and if compensation is payable before service is provided, how a client may get a refund 

or may terminate an investment advisory contract before its expiration date 
                               
 2. Types of clients - Applicant generally provides investment advice to: (check those that apply) 
 
             A.    Individuals                                                        E    Trusts, estates, or charitable organizations 
             B.    Banks or thrift institutions                                F.    Corporations or business entities other than those listed above 
             C.    Investment companies                                      G.    Other (describe on Schedule F)  
             D.    Pension and profit sharing plans 

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1) 

 

 
 
 
 
 
 

 
 
 

  

 
 
 

 
 
 

 
 
 
 

 
 
 



FORM ADV 
Part II - Page 3 

Applicant: SEC File Number: 
801- 

Date: 

3.   Types of Investments.  Applicant offers advice on the following: (check those that apply) 
 
              A.    Equity securities                                                                            H.    United States government securities 
                     (1) exchange-listed securities                                                          I.    Options contracts on: 
                     (2) securities traded over-the-counter                                                    (1) securities 
                     (3) Foreign issuers                                                                                 (2) commodities 
 
              B.    Warrants                                                                                         J.    Futures contracts on: 
              C.     Corporate debt securities (other than commercial paper)                    (1) tangibles 
                                                                                                                                    (2) intangibles 
              D.     Commercial paper 
              E.      Certificates of deposit                                                                   K.   Interests in partnerships investing in: 
              F.      Municipal securities                                                                             (1) real estate 
                                                                                                                                     (2) oil and gas interests 
              G.      Investment company securities:                                                          (3) other (explain on Schedule F) 
                       (1) variable life insurance 
                       (2) variable annuities                                                                      L.   Other  (explain on Schedule F) 
                       (3) mutual fund shares 

4.   Methods of Analysis, Sources of Information, and Investment Strategies. 
 
      A.   Applicant’s security analysis methods include: (check those that apply) 
 
      (1)            Charting                                                                             (4)                Cyclical 

      (2)            Fundamental                                                                      (5)                Other  (explain on Schedule F) 

      (3)            Technical 

_________________________________________________________________________________________________________                                                                                                                                                                                                                  
       B.   The main sources of information applicant uses include: (check those that apply) 
 
      (1)             Financial newspapers and magazines                          (5)           Timing services  

      (2)             Inspections of corporate activities                               (6)           Annual reports, prospectuses, filings with the  

      (3)             Research materials prepared by others                                        Securities and Exchange Commission 

      (4)             Corporate rating services                                             (7)           Company press releases 

                                                                                                             (8)          Other  (explain on Schedule F) 

_________________________________________________________________________________________________________                                                                                                                                                                                                                  
       C.    The investment strategies used to implement any investment advice given to clients include: (check those that apply) 
 
      (1)             Long term purchases                                                       (5)              Margin transactions 
                        (securities held at least a year) 
      (2)            Short term purchases                                                        (6)              Option writing, including covered options, 
                        (securities sold within a year)                                                            uncovered options or spreading strategies 

      (3)            Trading (securities sold within 30 days)                          (7)              Other (explain on Schedule F) 

      (4)            Short sales 

 

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1) 

 
 
 

 

 
 

 
 

 
 
 

 

 
 

 
 
 

 
 
 

 
 
 

 
 

 
 
 
 

 
 

 
 

 

 

 

 

 

 
 



FORM ADV 
Part II - Page 4 

Applicant: SEC File Number: 
801- 

Date: 

5.     Education and Business Standards. 
 
        Are there any general standards of education or business experience that applicant requires of those involved in       Yes   No 
        determining or giving investment advice to clients? ...................................................................................................         

 
(If yes, please describe these standards on Schedule F) 

6.     Education and Business Background. 
        For: 

•  each member of the investment committee or group that determines general investment advice to be given to clients, or 
•  if the applicant has no investment committee or group, each individual who determines general investment advice 

                clients (if more than five, respond only for their supervisors) 
 •      each principal executive officer of applicant or each person with similar status or performing similar functions. 
         

        On  Schedule F, give the: 
        •      name                                                                              •       formal education after high school 
        •      year of birth                                                                   •       business background for the preceding five years 

7.     Other Business Activities.  (check those that apply) 
 
                A.     Applicant is actively engaged in a business other than giving investment advice. 

          B.     Applicant sells products or services other than investment advice to clients. 

C.   The principal business of applicant or its principal executive officers involves something other than providing 
          investment advice. 

 
(For each checked box describe the other activities, including the time spent on them, on Schedule F.) 

8. Other Financial Industry Activities or Affiliations.  (check those that apply) 

               A.    Applicant is registered (or has an application pending) as a securities broker-dealer.   

   B.    Applicant is registered (or has an application pending) as a futures commission merchant, commodity pool operator 
           or commodity trading adviser. 

               C.    Applicant has arrangements that are material to its advisory business or its clients with a related person who is a: 
 
               (1)   broker-dealer                                                                       (7)    accounting firm 

               (2)   investment company                                                           (8)    law firm 

               (3)   other investment adviser                                                     (9)    insurance company or agency 

               (4)   financial planning firm                                                      (10)   pension consultant 

               (5)   commodity pool operator, commodity trading                  (11)   real estate broker or dealer 
                       adviser or futures commission merchant 

               (6)   banking or thrift institution                                                (12)   entity that creates or packages limited partnerships 
 

(For each checked box in C, on Schedule F identify the related person and describe the relationship and the arrangements.) 
                                                                                                                                                                                                Yes     No 
         D.     Is applicant or a related person a general partner in any partnership in which clients are solicited to invest?..          
 

(If yes, describe on Schedule F the partnerships and what they invest in.) 

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1) 

  

 
 
 

 
 

 

 
 
 
 
 

 

 
 
 
 

 

 

  



  

FORM ADV 
Part II - Page 5 

Applicant: SEC File Number: 
801- 

Date: 

9.     Participation or Interest in Client Transactions. 
  
       Applicant or a related person: (check those that apply) 
 
                A.    As principal, buys securities for itself from or sells securities it owns to any client. 

                B.    As broker or agent effects securities transactions for compensation for any client. 

          C.    As broker or agent for any person other than a client effects transactions in which client securities are sold to or                                              
                        bought from a brokerage customer. 

   D.   Recommends to clients that they buy or sell securities or investment products in which the applicant or a related                                                   
            person has some financial interest. 

                 E.   Buys or sell for itself securities it also recommended to clients. 

 
(For each box checked, describe on Schedule F when the applicant or a related person engages in these transactions and 

 what restrictions, internal procedures, or disclosures are used for conflicts of interest in those transactions.)  
 

      Describe, on Schedule F, your code of ethics, and state that you will provide a copy of your code of ethics to any client or     
      prospective client upon request. 

10.    Conditions for Managing Accounts.  Does the applicant provide investment advisory services, manage                   Yes    No 
          investment advisory accounts or hold itself out as providing financial planning or some similarly termed 
          services and impose a minimum dollar value of assets or other condition for starting or maintaining an 
          account?  
 

(If yes, describe on Schedule F) 

11.     Review of Accounts.  If applicant provides investment supervisory services, manages investment advisory account,  
          or holds itself out as providing financial planning or some similarly termed services: 
 

A. Describe below the reviews and reviewers of the accounts. For reviews, include their frequency, different levels, and  
       triggering factors. For reviewers, include the number of reviewers, their titles and functions, instructions they receive     
       from applicant on performing reviews, and number of accounts assigned each. 

 
 
 
 
 
 
 
 
          B.   Describe below the nature and frequency of regular reports to clients on their accounts. 
 
 
 
 
 
 
 
 
 

 

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1) 

 

 

 

 

 

 

 



  

FORM ADV 
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Applicant: SEC File Number: 
801- 

Date: 

12.     Investment or Brokerage Discretion.  
 
          A.     Does applicant or any related person have authority to determine, without obtaining specific client consent, the: 
                                                                                                                                                                                                 Yes   No 
                   (1)    securities to be bought or sold? ...............................................................................................................           
                                                                                                                                                                                                 Yes   No 

(2) amount of securities to be bought or sold? .......................................................................................…..    
                                                                                                                                                                                                 Yes   No 
                   (3)    broker or dealer to be used?     ................................................................................................................    
                                                                                                                                                                                                 Yes   No 
                   (4)    commission rates paid? ...........................................................................................................................            
  ________________________________________________________________________________________________________                                                                                                                                                                                                                
                                                                                                                                                                                                 Yes   No 
           B.     Does applicant or a related person suggest brokers to clients? .......................................................................           
 
                    For each yes answer to A describe on Schedule F any limitations on the authority. For each yes to A(3), A(4)  
                    or B, describe on Schedule F the factors considered in selecting brokers and determining the reasonableness  
                    of their commissions. If the value of products, research and services given to the applicant or a related  
                    person is a factor, describe:  
 
                    •     the products, research and services  
 
      •      whether clients may pay commissions higher than those obtainable from other brokers in return for those products           
                           and services  
 
      •       whether research is used to service all of applicant's accounts or just those accounts paying for it; and  
 
                    •       any procedures the applicant used during the last fiscal year to direct client transactions to a particular broker in      
                             return for product and research services received.  

13.       Additional Compensation. 
 
            Does the applicant or a related person have any arrangements, oral or in writing, where it:  
 
            A.      is paid cash by or receives some economic benefit (including commissions, equipment or non-research          Yes   No  
                      services) from a non-client in connection with giving advice to clients? . . . . . . . . . . . . . . . . . . . . . . . . . . . .          

                                                                                                                                                                                                    Yes   No    

            B.      directly or indirectly compensates any person for client referrals?. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .          

(For each yes, describe the arrangements on Schedule F.) 

14.       Balance Sheet.  Applicant must provide a balance sheet for the most recent fiscal year on Schedule G if applicant:  
 
            •        has custody of client funds or securities (unless applicant is registered or registering only with the  
                      Securities and Exchange Commission); or  
 
            •        requires prepayment of more than $500 in fees per client and 6 or more months in advance  
                                                                                                                                                                                                    Yes  No  
                     Has applicant provided a Schedule G balance sheet?..............................................................................                  
 

 

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1) 

  

  

  
 

  

  

  

  

  



Schedule F of 
FORM ADV 
Continuation Sheet for Form ADV Part II 

Applicant: SEC File Number: 
 
801- 

Date: 

 
(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 

 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
(identify) 

 
Answer 

  

 

 (Complete amended pages in full, circle amended items and file with execution page (page 1). 
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FORM ADV 
Continuation Sheet for Form ADV Part II 

Applicant: SEC File Number: 
 
801- 

Date: 

 
(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 

 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
(identify) 

 
Answer 

  

 

 (Complete amended pages in full, circle amended items and file with execution page (page 1). 
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801- 
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(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 

 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
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 (Complete amended pages in full, circle amended items and file with execution page (page 1). 
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 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
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 (Complete amended pages in full, circle amended items and file with execution page (page 1). 
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 (Complete amended pages in full, circle amended items and file with execution page (page 1). 
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 (Complete amended pages in full, circle amended items and file with execution page (page 1). 
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Item of Form 
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 (Complete amended pages in full, circle amended items and file with execution page (page 1). 
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	Text13: 
	0: Borthwick Associates, Inc. (BAI) is a fee-only Investment Adviser located in Chicago, Illinois.  Since 1981, Borthwick has provided portfolio management services to individuals, families and small corporations.  Prospective clients meet in person or via phone with portfolio managers for an in-depth interview to discuss such pertinent information as financial resources, income and income requirements, and any biases or obligations of the client which could affect the investment process.  Once all required paperwork has been completed, portfolios are carefully constructed paying close attention to the individual client's objectives and risk tolerances.  Portfolios are then monitored on a continuous basis to ensure that they remain a good fit for the client and reflective of the current market environment.  A copy of the firm's ADV Part II, along with its Code of Ethics and our Privacy Policy is provided to the client during this process.  On an on-going basis, clients receive monthly activity statements from their Custodian/broker as well as a Borthwick-generated quarterly report detailing portfolio holdings and performance.  As good communication is an integral part of the process, annual face-to-face reviews are encouraged.  Clients also receive a complimentary monthly newsletter called the Borthwick Beacon.
 
Beginning in 2009, BAI offers fee-only financial planning services.  Prospective clients meet in person or via phone with a financial planner for an in-depth interview to discuss such pertinent information as financial resources, income, financial goals and any biases or obligations of the client which could affect the planning process.  Once all required paperwork has been completed, a modular or comprehensive financial plan is carefully constructed paying close attention to the individual client's objectives, goals and risk tolerances.  A copy of the firm's ADV Part II, along with its Code of Ethics and our Privacy Policy is provided to the client during this process.  Clients also receive a complimentary monthly newsletter called the Borthwick Beacon. 
 
 
 
All new separately managed accounts are subject to the following fee schedule:
 
Assets under $1 million    1.25% per annum
Assets between $1million and $2 million  1.00% per annum
Assets between $2 million and $3 million  0.75% per annum
Assets over $3 million    0.50% per annum
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	Text15: Borthwick Associates may use Exchange Traded Funds (ETFs) in some portfolios.  Investors are cautioned that ETFs are products that have imbedded management fees which are in addition to BAI's advisory fee. These imbedded fees typically range from .10% to .90% and can be found on the issuer's website.  Borthwick Associates does not share in the fees charged by ETFs.
 
Advisory fees are billed on a calendar quarterly basis and cover the subsequent 3 months of advisory services.  Fees are deemed “unearned” on the books and records of BAI until earned.  Clients may cancel the advisory agreement and will be refunded any unearned fees.  There are no additional fees or penalty charges incurred by the client in the event of advisory contract cancellation.  Advisory fees are non-negotiable.
 
Borthwick Associates recommends the services of Fidelity Investments for all new separately managed accounts.   Fidelity, in its role as Custodian/broker, performs all brokerage functions for the benefit of clients.  Clients receive competitive, discounted commission rates through Fidelity's Institutional Adviser program.  Clients have the option at the time of opening an account to elect any other brokerage facility to transact security transactions on their behalf.  However clients who elect brokers other than Fidelity won't receive the benefits from our relationship with Fidelity. For example, they may pay higher commission rates and will not participate in our block trading capability.  All clients may elect to have advisory fees deducted directly from their accounts or they may pay by check upon Borthwick's issuance of an advisory fee invoice. 
 
Borthwick Associates financial planning services are billed on an hourly basis of $100/hour.  At times, by discretion of planner, BAI may offer special packages offered at a flat rate.
 
Borthwick Associates is the Registered Investment Adviser to Borthwick Partners Fund     Limited Partnership (BPF), a private investment partnership investing in equities of small to large growth companies.  A Private Offering Memorandum is on file for inspection.  BPF was organized under the Illinois Revised Uniform Limited Partnership Act and was formed in September of 1990.  Its General Partner (GP) is Earlwick, Inc., an Illinois Corporation which is 51% owned by Meg E. Davidson and 49% owned by Thomas R. Flaig, the respective Vice President/Compliance Officer and President of BAI.  For its investment advisory services, BAI charges BPF 3/8 of 1% of the market value of the Fund's net assets on the last day of each calendar quarter.
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	Text17: Unlike the fee arrangement described in Page 2 #1C(1) above, there are no unearned fees for this client.  Advisory fees charged BPF cover the services for the quarter there ended.  Bank of America is the Custodian for the cash and securities of BPF and remits BAI's management fee when invoiced.  Per the terms of the Offering Memorandum, the General Partner will be reimbursed for any expenses incurred or advanced on behalf of BPF.  All accounting for BPF is handled through BAI, which through an outside service, allocates all capital gains, losses, dividends, interest, advisory fees and custodial fees to the Limited Partners of BPF based on their respective percentage ownership.  Each Limited Partner receives a Form K-1 showing on an annual basis their allocation of income and expenses as described along with any add on purchases or redemptions.
 
 
 
Borthwick Associates requires those persons rendering portfolio management services to have a University or College degree in Business, Finance or Economics, or equivalent experience in the securities investment industry.  Standard background checks to verify education, work experience and compliance records are done on all new employees.
 
Borthwick Associates requires those persons rendering financial planning services to have obtained their Certified Financial Planning (CFP) designation through the Certified Financial Planning Board of Standards.
 
Investment advisory services of BAI are directed by Thomas R. Flaig, President.  Mr. Flaig was born in 1958 and joined BAI in April 2000.  Mr. Flaig has a BA in Finance and Accounting from the University of Wisconsin-Madison and additionally has an MBA in Finance and was a participant in the Applied Security Analyst Program at the University of Wisconsin.  Prior to joining BAI, Mr. Flaig was a portfolio manager at Legacy Asset Management, a Vice President of institutional research sales for Goldman Sachs in Chicago, as well a portfolio manager and analyst at Sears Investment Management Company.  Mr. Flaig is a Chartered Financial Analyst and an active member of the CFA Society of Chicago.
 
   Meg E. Davidson, Vice President and Chief Compliance Officer, was born in 1961 and 
   joined Borthwick Associates in May 1985.  She is majority shareholder of BAI as well as
  Earlwick, Inc., General Partner to Borthwick Partners Fund.  Ms. Davidson received a BS 
  in Business Administration-Finance from Valparaiso University in Valparaiso, Indiana in
  1983.  Together with Earl B. Hagberg, the found of BAI who passed in October of 2004,
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	Text19: Ms. Davidson developed Borthwick Partners Fund.  Ms. Davidson is the current portfolio manager of BPF.
 
Jorie L. Pitt, Certified Financial Planner, was born in 1981 and joined Borthwick Associates in May of 2005.  Ms. Pitt received a BS in Communications from the University of Illinois, Champaign-Urbana in 2003 and additionally received her CFP® designation in September of 2008.  Ms. Pitt is an active member of the Financial Planning Association.  
 
 
Borthwick Partners Fund is an equity limited partnership that invests in long positions of small to large capitalization growth stocks.  Borthwick Partners was formed in 1990 with $1 million in investable assets.  As of June 30, 2009, the Borthwick Partners Fund had assets of approximately $10 million held by approximately 75 individual partners.
 
The General Partner (GP) of Borthwick Partners Fund, Earlwick, Inc. is 51% owned by Meg Davidson and 49% owned by Thomas Flaig.  The General Partner has hired Borthwick Associates as its Investment Adviser, a contract to be renewed every five years.   The GP is required to maintain a minimum 1% of the Units outstanding in the Fund in accordance with the Private Offering Memorandum.  The General Partner is not compensated in any way for its services.
 
As the General Partner is deemed an “Associated Person” of BAI, the firm must comply with SEC Rule 206(4)-2 as Custody and Control is maintained over the assets of the Fund.  BAI complies with the Rule by having the Custodian of the Fund (Bank of America) send quarterly statements of the Fund's assets directly to all Limited Partners.  BAI also sends all Limited Partners a quarterly statement which is reconciled to the Custodian's statement and additionally includes an unaudited balance sheet, statement of changes, profit and loss statement and a detailed calculation of the advisory bill.  These statements are accompanied by a written recap of the quarter's activity from the General Partner indicating various economic and world events affecting market conditions in general and the Fund specifically.
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	Text21: In an effort to avoid potential conflicts of interest, access persons may not buy a security for their personal accounts on the same day that it is traded on behalf of a client.  A more complete description of this policy can be found in our Code of Ethics which is attached to this ADV Part II and is offered to all of our clients and Limited Partners on an annual basis and can be found on our web site at www.borthwickassociates.com.
 
 
Borthwick Associates is a Registered Investment Adviser and its primary source of revenue is from advisory fees as described in Page 2 #1C(1) above.  BAI encourages a minimum of $250,000 for opening a managed account and additionally maintains full trading discretion over all its managed accounts.  Lesser amounts may be accepted at management's discretion.  Exceptions include clients that are planning to add to their accounts and clients that participate in other investment programs of the Advisor.  Advisory contracts may be terminated by either party with no penalties.
 
 
The minimum initial investment for Borthwick Partners Fund is 50 Units.  Lesser amounts may be accepted per management's discretion.  Exceptions include clients that are planning to add to their accounts and clients that participate in other investment programs of the Advisor.  The Fund is priced daily, making the minimum dollar investment the current market value of the account divided by the current number of units outstanding multiplied by 50.  Add-on purchases can be made at any time as long as they are in whole increments of then current net asset value.  Partners are required to hold their investment for a minimum of one year.  After the required one year holding period, redemptions of any or all of a Limited Partner's interest (in whole Units) can be made at the end of any calendar quarter provided that written notice is delivered at least 30 days in advance.
 
There is no minimum dollar value of assets or other conditions imposed for starting or maintaining a financial planning relationship.
 
 
Borthwick Associates has full discretion over all of its managed accounts.  Accordingly, BAI determines the security, the timing and the dollar price paid.  Unless otherwise authorized in writing by the client, BAI uses Fidelity Investments' Institutional Brokerage Group as its Custodian/broker for its separately managed accounts.
	Text22: 
	Text23: BAI is independently owned and operated and is not affiliated with FIIBG.  FIIBG offers competitive, discounted commission rates based on the assets held in the account, as well as an advanced, electronic trading platform that automates many of the complex back office operations inherent to the securities industry.  FIIBG provides BAI with access to its institutional trading and custody services which are typically not available to FIIBG retail investors.  As Custodian for BAI's managed accounts, Fidelity supplies clients with confirmations of all transactions, a monthly statement of account activity, as well as a year-end account summary and 1099 tax forms if applicable.  To alleviate other year-end tax reporting issues, Fidelity's back office system additionally categorizes capital gains/losses as either long or short term, and differentiates dividends that are qualified for lower tax treatment pursuant to the IRS Code.
 
FIIBG does not charge separately for custody but is compensated by account holders through commissions for securities trades that are executed through FIIBG.  There are no other fees other than commissions charged by FIIBG in the conduct of their executing buy or sell transactions on behalf of BAI.  Additionally there are no products or services provided by FIIBG for the economic benefit of BAI in exchange for these trade execution services, nor are there any other services covered under “Soft Dollar Arrangements” as defined in Section 28(e) of the Securities Exchange Act of 1934.  Specifically, “Soft Dollar Arrangements” exist when a service provider discounts or waives fees for services or products utilized by an adviser in the conduct of their advisory functions or otherwise pays for these products or services to a third party.
 
Since 2005, Borthwick Partners Fund has traded solely through Fidelity.  The Fund believes it receives competitive trading costs in conjunction with best execution.  BAI may receive free, general research materials from firms with which we do business.  Custodial services for Borthwick Partners Fund are provided by Bank of America.  Bank of America reconciles all trades, collects dividends and pays interest on cash balances held for the Fund.  Similar to the arrangement with FIIBG, BAI is not affiliated in any way with Bank of America nor are there any “Soft Dollar Arrangements” in effect between Bank of America or any other firm and BAI as defined in SEC Section 28(e) as previously defined.
 
When applicable, block trade orders are used for BAI's managed accounts.  All aggregated block trade orders are entered by traders as market orders complete with client trade allocations.  All clients receive the average execution price and pay their applicable brokerage commission rate.  Block trading is only used for highly liquid securities.
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	Text27:  
All orders for Borthwick Partners Fund are entered as block orders.  Block trading the Fund results in lower ticket charges from its broker, Fidelity Investments as well as less activity fees charged by its custodian, Bank of America.  As the Borthwick Partners Fund account is a Delivery versus Payment (DVP) registration, traders are required to email allocations to Fidelity at the end of the trading day (current Fidelity policy).
 
 
Borthwick Associates has entered into an agreement with Bernardi Securities, Inc. (Bernardi) whereby Bernardi will refer certain of their clients to BAI for the purpose of BAI rendering investment advisory services to these clients.  For this referral, BAI will pay Bernardi in accordance with the payment provisions of their agreement, an ongoing fee equivalent to 40% of the total advisory fees which BAI charges these clients in accordance with the advisory agreement between BAI and these referred clients.  Bernardi has represented and warranted to BAI that they are qualified to refer accounts under SEC Rule 206(4)-3(a)(1)(ii).
 
 
BAI also has arrangements to compensate independent consultants for securing new managed accounts, exchange-traded fund accounts, Limited Partners in Borthwick Partners Fund or clients in any newly formed partnerships or joint ventures.  At January 1, 2005, there are two different compensation arrangements in effect at BAI that pay independent contractors as follows:
 
 
Compensation arrangement #1 
33% of the annual advisory fees received by BAI for managing separately managed accounts, BPF or any other new partnerships or joint ventures will be paid quarterly on assets up to $5 million for as long as the assets remain under management;
 
40% of the annual advisory fees received by BAI for managing separately managed accounts, BPF or any new partnerships or joint ventures will be paid quarterly on assets overbetween $5 million and $10 million for as long as the assets remain under management.;
 
	Text28: 
	Text29: 45% of the annual advisory fees received by BAI for managing separately managed accounts, BPF or any new partnerships or joint ventures will be paid on assets that exceed $10 million for as long as the assets remain under management.
 
Compensation arrangement #2 
40% of the annual advisory fees received by BAI for managing separately managed accounts, BPF or any new partnerships or joint ventures will be paid on all assets under management.  
   
Compensation Amendment
Beginning January 1, 2010, all Independent Contractors will be compensated at the rate of 25% of the annual investment advisory fee for all new accounts introduced to the firm.
 
Each Independent Contractor signs an Independent Contractor Agreement which spells out his or her compensation arrangement as well as any other agreed to issues.  The agreement remains in effect until terminated in writing by either party.  This contract may be renewed annually.  As part of the signed agreement, the Independent Contractor agrees to provide new clients with a copy of their compensation agreement.  Clients must sign an acknowledgement of said compensation which becomes part of his or her account opening documentation.  The client additionally receives and acknowledges a copy of Form ADV Part II complete with the Code of Ethics and Privacy Policy.
 
 
Borthwick Associates, Inc. in conjunction with various Rules and Regulations under The Investment Advisers Act of 1940, is required to make various disclosures to its clients either on an annual basis or as requested by its clients.  
 
TRADE ERROR & CANCELLATION POLICY
It is the policy of Borthwick Associates to make all clients whole in the event of any trading errors or cancellations that result in a loss.  However should the error or cancellation result in a gain, Borthwick Associates will maintain the trade in its own error account, thereby benefiting from the error.  This trading error and cancellation policy is applicable to all clients including Borthwick Partners Fund Limited Partnership.
 
	Text30: 
	Text31: PROXY POLICY
Beginning August 6, 2003, the SEC (Rule 206(4)-6) and Department of Labor will assume that all Advisers who hold discretionary authority over their accounts also bear responsibility for voting proxies, unless that right is specifically retained in writing by the client.  BAI's Investment Advisory Agreement is silent regarding the issue of proxy voting, therefore beginning August 6, 2003, BAI will receive and vote all proxies on behalf of all Advisory clients and Borthwick Partners Fund.
 
It is the general policy of BAI to vote with management on all proxies.  If BAI does not agree with the way management is operating its company, it sells the stock rather than engage in a proxy battle.
 
Given the composition and size of BAI's advisory clientele, there is little risk of not voting in the best interest of the client or conflicts of interest arising between itself and those of its clients.  Clients may obtain information on this policy or how their individual proxies were voted simply by contacting either Thomas Flaig or Meg Davidson at 312-630-0180.  
 
 
Should BAI have reason from straying from this policy, a written record will be kept including all material related to the voting.  Records will also be kept on written client requests for proxy voting information and the Advisor's response to those clients.
 
The Compliance Officer will review this policy on an annual basis.
 
 
Additionally, Borthwick Associates, Inc. has made available on its website www.borthwickassociates.com a listing as well as a summary/explanation of those disclosures and the procedures followed in compliance with the following disclosures:
 
1. Form ADV Part II
 
2. Code of Ethics pursuant to SEC Rule 204(A)-1
 
3. Privacy Policy pursuant to the Gramm-Leach-Bliley Act of 1999
 
	Text32: 
	Text33: 4. Proxy Policy pursuant to SEC Rules 204-2 and 206(4)-6
 
5. Anti-Money Laundering Program pursuant to the US Patriot Act of 
    2001
 
6. Business Continuity and Disaster Plan
 
Hard copies of any of these policies can also be obtained by contacting Meg Davidson, Vice President and Compliance Officer, at 312-630-0180.
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