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1. INTRODUCTION 

 

Rule 204A-1 requires Investment Advisers to adopt and enforce Codes of Ethics.  An Investment Adviser’s Code 

of Ethics should include the following: 

• Standards of Business Conduct – Outlines the standards of conduct expected of Advisory 

Representatives and supervised persons and reflects fiduciary duties. 

• Compliance with Federal Securities Laws 

• Personal Securities Reporting 

• Pre-Approval of Certain Transactions 

• Reporting of Code Violations 

• Safeguarding of Material Nonpublic Information about Client Transactions. 

 

As such, the firm has implemented the following policies and procedures. Individuals who are subject to the 

firm’s Code of Ethics are expected to read thoroughly and comply as such. 

 

1.1 Who Are Subject to the Firm’s Code of Ethics (“Access Persons”) 

 

The following individuals are subject to the firm’s Code of Ethics: 

• Individuals who are registered as an Investment Adviser Representative of Colorado Financial Service 

Corporation; 

• Individuals who supervise Investment Adviser Representatives;  

• Individuals who have access to advisory customers; and 

• The firm’s Home Office personnel. 

 

1.2 Code of Ethics and Initial Acknowledgement 

 

Rule 204A-1 requires Access Persons to acknowledge, in writing, receipt of a copy of the following Code of 

Ethics by acknowledging receipt of a copy of this manual.  Any amendments to the Code of Ethics will be 

distributed in written or electronic form to all Access Persons and acknowledged in writing. 

 

Accordingly, Access Persons must acknowledge
1
 their receipt of the firm’s Code of Ethics no later than 10 days 

after they become subject to such requirement. 

 

1.3 Personal Securities Holdings Report
2
 

 

Access Persons must submit a holdings report containing all current securities holdings (see CFSC A001 – 

Personal Securities Holdings Report). The report must be submitted no later than 10 days after the person 

becomes subject to the firm’s Code of Ethics and at least once each 12-month period thereafter. The holdings 

report must be current as of no more than 45-days: (i) prior to the date of the person becoming subject to the 

firm’s Code of Ethics for the initial holdings report; and (ii) prior to the date the report was due for the annual 

holdings report. The report must disclose: 

(i) Date of the Holdings Report; 

(ii) Name/Title, ticker symbol or CUSIP number, interest rate, and maturity date and type of 

security; 

                                                 
1
 Refer to the firm’s Form # CFSC A001 

2
 Refer to the firm’s Form  #CFSC A001 
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(iii) Amount of the security involved (i.e. number of shares/principal amount (if applicable)); 

(iv) Name of the broker/dealer through which the transaction was effected; and 

(v) Date the Access Person submits the report. 

 

1.4 Quarterly Personal Securities Transactions 

 

Access Persons must submit quarterly securities transactions reports (see  CFSC A005 – Quarterly Personal 

Securities Transaction Record).  Reports must be submitted no later than 30-days after the end of each 

calendar quarter and must include all transactions that occurred during the quarter.  Reports must contain the 

following: 

(i) Date and nature of the transaction (i.e., purchase, sale); 

(ii) Name/Title, ticker symbol or CUSIP number, interest rate and maturity date, and type of 

security; 

(iii) Amount of the security involved (i.e. number of shares/principal amount (if applicable)); 

(iv) Price of the transaction; 

(v) Name of the broker/dealer through which the transaction was effected; and 

(vi) Date the Access Person submits the report  

 

1.5 Standards of Business Conducts 

 

Access Persons shall not engage in unethical business practices, including the following activities: 

 

1 Recommending to a client the purchase, sale or exchange of any security without reasonable 

grounds for believing that the recommendation is suitable based upon the client's investment 

objectives, financial situation, and needs. 

2 Exercising any discretionary power in placing an order for the purchase or sale of securities for 

a client without obtaining written discretionary authority from the client. 

3 Inducing trading in a client's account that is excessive in view of the financial resources, 

investment objectives, and character of the account. 

4 Placing an order to purchase or sell a security for the account of a client without 

 authority to do so. 

5 Placing an order to purchase or sell a security for the account of a client upon instruction of a 

third party without first having obtained a written third party trading authorization from the 

client. 

6 Borrowing money or securities from a client unless the client is a broker/dealer, an 

immediately family member, or a financial institution engaged in the business of loaning funds. 

(also refer to the firm’s WSP) 

7 Loaning money to a client unless the client is an immediate family member. (also refer to the 

firm’s WSP) 

8 Misrepresenting prior performance by exaggerating successes and concealing losses or fees 

charged.  

9 Misrepresenting to any advisory client, or prospective client, the qualifications of the Adviser, 

or to misrepresent the nature of the advisory services being offered or fees to be charged for 

such service, or to omit any material fact necessary to make the statements made not 

misleading.  

10 Providing a report or recommendation to any advisory client prepared by someone other than 

the IAR or CFSC without disclosing that fact.   
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11 Charging a client a fee which is unreasonable in relation to fees charged by other Advisers for 

similar services.  

12 Failing to disclose to clients in writing before any advice is rendered any material conflict of 

interest relating to the IAR and CFSC which could reasonably be expected to impair the 

rendering of unbiased and objective advice including: 

• Compensation arrangements connected with advisory services to clients which are in 

addition to compensation from such clients for such services; and  

• Charging a client an advisory fee for rendering advice when a commission for 

executing the suggested securities transactions will also be charged and paid to the 

IAR as additional compensation 

13 Guaranteeing a client that a specific result will be achieved (gain or loss) with advice which will 

be rendered.  

14 Publishing, circulating or distributing any advertisement which does not comply with the 

Investment Advisers Act of 1940 and state requirements. 

15 Disclosing the identity, affairs, or investments of any client unless required by law to do so, or 

unless consented to by the client.  

16 When the Adviser has custody or possession of the securities or funds of a client, failing to 

(PLEASE NOTE THAT THE FIRM NEITHER CUSTODIES NOR ALLOWS CUSTODY OF CLIENT 

ACCEST): 

a. Segregate and properly mark securities of the client. 

b. Deposit the funds of the clients into separate bank accounts. 

c. Notify each client as to the place and manner in which his funds and securities 

are being maintained. 

d. Provide an itemized list of all securities and funds in the Adviser's possession 

to the client at least every three months. 

e. Verify annually on a surprise basis through actual examination by an 

independent CPA that the Adviser's accounting of all funds and securities of 

the client is correct. 

17 Entering into any investment advisory contract unless the contract is in writing and discloses 

the services to be provided, the term of the contract, the advisory fee, the formula for 

computing the fee, the amount of prepaid fee to be returned in the event of contract 

termination or non-performance, whether the contract grants discretionary power to the 

Adviser, and that no assignment of such contract shall be made by the Adviser without the 

consent of the client. 

18 Entering into, extending, or renewing any advisory contract contrary to the provisions of 

Section 205 of the Investment Advisers Act. 

19 Indicating, in an advisory contract, any condition, stipulation, or provision binding any person 

to waive compliance with any provision of any rule or regulation to which Adviser is subject. 

20 Engaging in any act, practice, or course of business which is fraudulent, deceptive, or 

manipulative in contrary to the provisions of any rule or regulation to which Adviser is subject. 

21 Engaging in conduct or any act, indirectly or through or by any other person, which would be 

unlawful for such person to do directly under the rules and regulations to which Adviser is 

subject.  Engaging in a conduct such as nondisclosure, incomplete disclosure, or deceptive 

practices shall be deemed an unethical business practice. 
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1.6 Personal Trading Procedures 

 

The firm maintains the following procedures and policies for personal trading by Access Persons: 

• Access Persons must strive to insure they do not trade in their own accounts to the disadvantage of 

advisory client.  Access Persons trading in any account for which they have direct or indirect control 

and in the same security the same day that is being executed in one of their client’s accounts must 

ensure they do not obtain a better price for themselves than for the client.  Access Persons are 

permitted to trade the same day and in the same security as the securities being traded for their 

clients provided they do not obtain a better execution price for any account the Access Person has 

any direct or indirect control. Executions should be reviewed to verify that the advisor did not 

receive favorable fills as compared to clients. 

• The firm will maintain restricted lists of issuers about which the firm and/or its Access Persons may 

have inside information and prohibits trading in such securities. 

• Investment opportunities must be offered first to clients before any Access Person may engage in 

the investment opportunity. 

• Access Persons may not engage in market timing or after market trading. 

• Access Persons who are also registered as the firm’s advisory representatives may not trade in any 

account over which they have a direct or indirect interest the same day in the same securities being 

traded for clients and receive a better price than what was obtained for the client. 

 

The firm takes its fiduciary responsibility to clients seriously.  The firm requires its staff to take precautions to 

protect clients’ nonpublic information by keeping such information in a location not accessible to staff 

without a need to know such information and away from visitors to the location.  This manual contains 

policies and procedures outlining how the firm and its Access Persons handle nonpublic information.  

Additionally, the firm maintains a policy on Insider Trading policy and defines insider trading in the firm’s 

WSP.  

The firm is a broker-dealer and investment adviser. Furthermore, Investment Adviser Representatives may also 

be Registered Representatives of CFSC.  Therefore, Access Persons are required to comply with the policies 

and procedures that govern the firm’s broker-dealer related activities.  Refer to the firm’s WSP for its “insider 

trading” policies and procedures. 

   

1.7 Confidentiality 

 

Access Persons and staff may have access to and come in contact with confidential and nonpublic information 

about CFSC’s current, former and/or prospective clients.  Additionally, individuals working for or on behalf of 

CFSC’s Investment Adviser Representatives (“IAR”) may obtain knowledge of other confidential and 

proprietary information regarding the IAR’s clients and IAR’s products, services and strategies.  Related 

persons and staff must not, either during or after the term of employment or any other arrangement with IAR, 

disclose any confidential, propriety or nonpublic personal information to any person or any entity, unless 

required by law. 

 

1.8 Code of Ethics and Violations 

 

Access Persons shall promptly report violations or potential violations of the firm’s Code of Ethics to the firm’s 

CCO. Failure to adhere to the provisions of the firm’s Code of Ethics or to other policies and procedures 

incorporated herein by reference, may constitute violations of the firm’s Code of Ethics 
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Failure to adhere to the firm’s Code of Ethics may result in disciplinary action up to and including the Access 

Person’s termination with CFSC. 

 

1.9 Supervisory Responsibilities 

 

To prevent violations of the firm’s Code of Ethics, OSJ Supervisors must: 

• Be familiar with the firm’s Code of Ethics 

• Answer questions regarding the firm’s Code of Ethics 

• Review accounts, statements, and trading activities report filed by each Access Person under their 

supervision 

• Ensure that the clients are receiving terms as favorable as the individual takes for himself 

• Periodically analyze the Access Person’s trading for patterns that may indicate abuse, including market 

timing. 

 

In addition, upon learning of a violation or potential violation of the firm’s Code of Ethics, the OSJ Supervisor 

must report and consult with the firm’s CCO and take all necessary steps to resolve the violation with the 

CCO’s guidance. 

 

1.10 Home Office Responsibilities 

 

The firm’s Registrations Department is responsible for identifying and maintaining a list of Access Persons.  

The list must include every person who was an Access Person at any time within the past five years, even if 

some individuals are no longer Access Persons of Adviser. 

 

Rule 204-2(12) and (13) requires Codes of Ethics to be maintained for five (5) years after the last date they 

were in effect.  Supervised person acknowledgements of the Codes of Ethics must be maintained for five (5) 

years after the individual ceases to be a supervised person.  

 

Additionally, the firm must maintain the following: 

- A record of any violation of the Code of Ethics and any action taken as a result of the violation; 

- Holdings Reports; 

- Transactions Reports; 

- A record of any decision and the reasons supporting the decision to approve the acquisition of 

securities, if required pre-approval. 

 

The firm’s CCO is responsible for maintaining all books and records concerning and related to the firm’s Code 

of Ethics. 


