
-5

0

5

10

15

SMALL CAP VALUE INVESTING
($500m - $5b researched)

3Q
 20

11

For further information, please contact:     Schmetter & Associates LLC • 6490 Crestbrook Drive • Morrison, CO 80465 • (303) 697-7300 • info@schmetter.com
© NOW Reports are a publication of Schmetter & Associates LLC

REPORTNOW

YEARS - Periods Ending 09/30/11  
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2011 SNAPSHOT
YTD ‘11

1Q 2Q 3Q (as of 9/30/11)

Bernzott Capital (gross) 7.05% 2.94% -13.36% -4.52%
(net) 6.85% 2.74% -13.54% -5.08%

Russell 2000 Value 6.60% -2.65% -21.47% -18.51%
Russell 2500 Value 7.68% -1.47% -21.10% -16.29%

ANNUALIZED PERFORMANCE

Bernzott Capital has prepared and 
presented this report.  2011 

performance is preliminary.  Refer to 
the reverse for a full disclosure 

presentation and complete annual 
and annualized performance.

Investment  Team View...
Our 3Q composite performance relative to our benchmarks 

was again very strong, pushing our YTD relative 
outperformance to over 1300 bps. The current volatile 

market environment provides long-term, value-oriented 
investors with a richer opportunity set to select from. While 

the macro picture is decidedly problematic, we remain 
focused on identifying and investing in quality companies 

trading at a discount to fair value which should result in 
superior risk-adjusted returns in the future.    

We appreciate your trust and confidence.

Bernzott R2000V
SC Value Index

EBIT Margin 16.4 7.7 More Profitable
EPS Growth – 5 Yrs 3.0% -0.3% Higher Growth
1 Yr EPS Forecast 14.6% 11.4% Higher Growth
ROE – 5 Yr Avg 19.2 6.9 Higher Returns

Debt/Equity 0.9 0.9 Similar Leverage
Interest Expense Coverage 5.8 4.3 Stronger Coverage

Dividend Yield – Current 1.5% 2.5% Slightly Lower Yield
Dividend/Share Growth – 5 Yrs 5.6% -2.5% Higher Growth

P/E Ratio – Forward 12.1x 11.0x Slightly Higher
Price / Book - Current 2.0 1.1 Less Financial Exposure

Beta - 3 Yrs ending 9/30/11 0.7 1.1 Less Volatility
Std Dev – 3 Yrs ending 9/30/11 20.1 28.6 Less Market Risk
Sharpe Ratio – 3 Yrs ending 9/30/11 0.3 -0.1 Superior Risk Adjusted Returns
Alpha – 3 Yrs ending 9/30/11 3.7 -4.8 Superior Performance with

Less Volatility and Less Risk

PORTFOLIO CHARACTERISTICS

Consumer 
Discretionary 36.0 11.4

Consumer Staples 1.9 3.1
Energy 4.8 4.7

Financial 4.7 36.3
Health Care 6.6 5.3
Industrials 26.3 14.4

Information Technology 15.4 11.1
Materials 4.3 5.0

Utilities 0.0 8.0
Telecommunications 0.0 0.7

PORTFOLIO ALLOCATIONS

Bernzott % R2000V %

These are the sector weights held in the Bernzott Small 
Cap Value Equity composite as of 9/30/11 and may not be 

representative of future allocations.  No representation 
concerning the performance of these sectors or future 
allocations is made. This information is provided as a 

supplement to the full disclosure on the reverse.Portfolio characteristics source is Bernzott’s composite as of 9/30/11. 
Analytics data made available through:  Mellon Analytical Services, Capital IQ and eVestment Alliance Analytic  
Services.  Monthly performance used in risk statistics calculations.  Annualized format.  Market Proxy:  Russell 2500    
Holdings and portfolio characteristics information is provided as a supplement to the full disclosure presentation on the reverse.



Explanation of Small Cap Equity Performance                                                                                               Performance Footnote Disclosure  -  3Q2011 
Bernzott Capital Advisors claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS 
standards.  Bernzott Capital Advisors has been independently verified for the periods of Jan. 1, 1995 through March 31, 2011.  Verification assesses whether the firm has complied 
with all the composite construction requirements of the GIPS standards on a firm-wide basis and the firm’s policies and procedures are designed to calculate and present 
performance in compliance with the GIPS standards.  The Small Cap Value Equity composite has been examined for the periods of Jan. 1, 1995 through March 31, 2011.  The 
verification and performance examination reports are available upon request. 

 # of 
Portfolios 

in Composite 
at period end 

Total  Composite 
Assets 

($ millions) 
at period end 

Composite 
Equity Only Assets 

($ millions) 
at period end4 

 
Composite 

Dispersion 3 
% 

Total Small 
Cap Equity 

 Assets2 
($ millions) 

Total Firm-wide 
Assets Under 
Management 
($ millions) 

Composite 
Assets as a % of 
Small Cap Assets 

at period end 

Composite 
Assets as a % of 
Firm-wide Assets  

at period end 

Bernzott 
Gross 

of 
Fees 

Bernzott 
Net 
of 

Fees 

 
Russell 

2000 
Value 

 
Russell 

2500 
Value 

  19951 2  < $1.0 < $1.0 n/a $ 0.8 $ 3.0 n/a n/a 26.61% 25.24% 25.75% 29.76% 
1996 8 $ 1.7 $ 1.2 n/a $ 2.2 $ 6.3 77.3% 27.0% 28.53% 27.14% 21.37% 22.21% 
1997 17 $ 4.3 $ 3.0 4.7% $ 5.4 $ 11.1 79.6% 38.7% 32.57% 31.21% 31.78% 33.09% 
1998 33 $ 7.1 $ 5.9 3.2% $ 8.6 $ 17.7 82.6% 40.1% 11.52% 10.49% -6.45% -1.92% 
1999 53 $ 14.6 $ 10.5 5.6% $ 16.6 $ 31.3 88.0% 46.7% -1.56% -2.43% -1.49% 1.49% 
2000 54 $ 19.0 $ 14.1 9.0% $ 21.0 $ 37.8 90.5% 50.3% 28.59% 27.53% 22.83% 20.79% 
2001 70 $ 32.1 $ 24.3 6.2% $ 36.1 $ 49.6 88.9% 64.7% 19.21% 18.37% 14.02% 9.74% 
2002 152 $ 53.3 $ 38.4 4.2% $ 74.1 $ 100.8 71.9% 52.9% 11.89% 11.13% -11.42% -9.87% 
2003 177         $ 123.3 $ 98.3 4.7% $ 170.6 $ 195.0 72.3% 63.2% 38.95% 37.92% 46.03% 44.93% 
2004 273         $ 168.4 $ 138.2 4.0% $ 232.9 $ 299.4 72.3% 56.3% 19.42% 18.51% 22.25% 21.58% 
2005 403         $ 436.4 $ 299.0 2.2% $ 507.1 $ 515.9 86.1% 84.6% 0.81% -0.05% 4.71% 7.74% 
2006 338         $ 592.4 n/a 3.4% $ 703.6 $ 800.4 84.2 % 74.0 % 28.82% 27.72% 23.48% 20.18% 
2007 363         $ 564.8 n/a 2.9% $ 622.3 $ 736.9 90.8 % 76.7 % -17.44% -18.18% -9.78% -7.27% 
2008 320         $ 344.9 n/a 4.8% $ 405.1 $ 405.1 85.1 % 85.1 % -21.33% -21.85% -28.92% -31.99% 
2009 278         $ 442.5 n/a 5.8% $ 481.8 $ 481.8 91.8 % 91.8 % 25.32% 24.41% 20.58% 27.68% 
2010    94  *         $ 302.0  * n/a 1.2% $ 319.7 $ 470.8 94.4 % 64.2 % 21.13% 20.23% 24.50% 24.82% 

3Q2011 YTD 91         $ 196.7 n/a 1.1% $ 200.4 $ 357.0 98.2 % 55.1 % -4.52% -5.08% -18.51% -16.29% 
1 Equity product inception: January 1, 1995.    2 The difference between this column and the “total composite assets at period end” is the accounts that do not meet the size parameter for the 
composite and any new acct under mgmt that has not met the waiting period under mgmt to join the composite.  3 1995 and 1996 dispersion values are presented as n/a since five or fewer accounts 
are in the composite for the entire annual periods presented.  Information is not statistically meaningful due to an insufficient number of portfolios in the composite for the entire year, and is shown as 
n/a.  4 Presented composite performance prior to October 1, 2006 is based upon equity only returns including allocated cash.  Composite performance following October 1, 2006 is based on total 
account returns.  * - To accommodate the needs of our high net worth non-institutional clients, Bernzott Capital Advisors has and will purchase equities across the capitalization spectrum, and not limit 
those purchases to the small cap universe.  Effective October 1, 2010, the composite was redefined to only include those clients with a specific small cap mandate.  This redefinition and client 
accommodation has resulted in a decline of AUM in the Small Cap Value equity composite without impacting firm wide AUM.  (2q2011 & 3q2011 performance is preliminary.) 
GIPS Compliance Requirements: 
Bernzott Capital Advisors is an equity portfolio investment manager that invests in U.S.-based securities.   Bernzott Capital Advisors is defined as an independent investment 
management firm that is not affiliated with any organization. 
 

The Small Cap Value Equity Composite includes all fully discretionary portfolios that invest in small capitalization U.S. stocks that are considered to have risk-adjusted returns 
purchased, at reasonable prices.  The composite includes concentrated portfolios of market leading companies with consistent operating performance, significant recurring revenue, 
solid operating margin, moderate leverage and strong returns on capital.  A size parameter of $250,000 is applied for composite membership.  As of October 1, 2006, composite 
asset performance is derived from total account performance and eligible accounts are added to the composite after accounts are under management for two complete quarters.  
Prior to October 1, 2006, the composite was constructed from fully discretionary small cap equity only portfolios and fully discretionary small cap equity segment carve outs of 
accounts included in the firm composite.  Prior to October 1, 2006, accounts were included in the composite their first full quarter under management.      
 

The Bernzott’s benchmark is the Russell 2000 Value Index (taken from published sources).  The Russell 2500 Value Index is provided as a secondary benchmark. 
 

Gross-of-Fees returns reflect only the deduction of trading costs.  Net performance returns reflect the deduction from gross performance of all tradings costs, actual management 
fees and embedded fees. 
 

Since January 1, 2005 non-fee-paying accounts represent <1% of the composite assets.  For the period January 1, 2004 through December 31, 2004 non-fee-paying accounts 
represent 1% of the composite assets.  For the period January 1, 1998 through December 31, 2003 non-fee-paying accounts represent 2% of the composite assets. 
 

Bernzott performance is stated in US dollars.      
 

Prior to 10/1/06 the annual composite dispersion was an asset-weighted standard deviation calculation for the equity only portion of the account in the composite for the entire year 
and calculations did not take into account the effect of cash.  Following that date, the annual composite dispersion is an asset-weighted standard deviation calculation using total 
account returns.  1995 and 1996 dispersion values are presented as n/a since five or fewer accounts are in the composite for the entire annual periods presented. 
 

Returns are presented gross and net of management fees and include the reinvestment of all income.  Bernzott’s standard institutional account fee schedule to-date is 90 bp on the 
first $10 million, 80 bp on the next $15 million, 75 bp on the next $25 million, and 65 bp on the next $50 million.  Bernzott’s standard private client account fee schedule to-date is 
100 bp on the first $2 million, 75 bp on the next $3 million, 50 bp on the next $5 million. Actual investment advisory fees incurred by clients may vary.      
 

Bernzott’s composite was created July 1, 1999 and composite membership parameters were revised December 1, 2006 effective October 1, 2006.     
 

A complete list of Bernzott’s composites is available upon request. 
 

The policies of valuing portfolios, calculating performance and preparing compliant presentations are available upon request.  
 

Bernzott does not utilize leverage, derivatives or short positions. 
 

Bernzott does not have any significant company events to disclose.      
 

A size parameter of $250,000 is applied for composite membership.  The minimum account size was implemented January 1, 2001.  As of October 1, 2006, composite asset 
performance is derived from total account performance.  Prior to October 1, 2006, the composite was constructed from fully discretionary small cap equity only portfolios and 
fully discretionary small cap equity segment carve outs of accounts included in the firm composite.  Prior to January 1, 2004, the composite was known as the Small/Mid Cap 
Domestic Equity Composite.  There was no change in the investment process as a result of the composite name change.    
 

Prior to October 1, 2006, carve-out portfolio segments were included in this composite and cash was allocated to the composite on a set percentage of 5%.  As of October 1, 
2006, portfolio segments are not included in this composite and all cash and cash equivalents are included in performance.     
 

An account will be removed from the composite membership if a cash outflow reduces the account value below the minimum size parameter.  Additional information regarding the 
treatment of significant cash flows is available upon request. 
Supplemental Information - Market Proxy : Russell 2000 Value 

  Bernzott R 2000v    Cumulative Annualized 
  Annualized 

Std Dev 
Annualized 

Std Dev 
 

Alpha 
 

Beta 
R-Squared Bernzott 

Gross 
Bernzott 

Net 
Russell 
2000 V 

Russell 
2500 V 

Bernzott 
Gross 

Bernzott 
Net 

Russell 
2000 V 

Russell 
2500 V 

  1 Yr 9/30/10-9/30/11 12.99 18.33 9.44 0.68 0.91 5.33 4.53 -5.99 -4.70 5.33 4.53 -5.99 -4.70 
  2 Yrs 9/30/09-9/30/11 14.46 21.93 4.90 0.63 0.91 14.64 12.93 5.13 9.35 7.07 6.27 2.54 4.57 
  3 Yrs 9/30/08-9/30/11 20.12 28.56 7.22 0.68 0.93 19.24 16.64 -8.12 0.24 6.04 5.26 -2.78 0.08 
  4 Yrs 9/30/07-9/30/11 18.99 26.09 3.47 0.69 0.89 1.26 -1.66 -19.38 -15.59 0.31 -0.42 -5.24 -4.15 
  5 Yrs 9/30/06-9/30/11 18.28 23.92 2.86 0.71 0.86 5.16 1.22 -14.47 -8.18 1.01 0.24 -3.08 -1.69 
  6 Yrs 9/30/05-9/30/11 17.14 22.37 2.73 .071 0.86 17.84 12.43 -2.49 2.04 2.77 1.97 -0.42 0.34 
  7 Yrs 9/30/04-9/30/11 16.29 21.47 2.85 0.70 0.85 36.98 29.63 14.82 23.79 4.60 3.78 1.99 3.10 
  8 Yrs  9/30/03-9/30/11 15.95 20.64 2.77 0.70 0.82 63.84 53.89 44.29 54.20 6.37 5.54 4.69 5.56 
  9 Yrs  9/30/02-9/30/11 15.47 20.32 2.98 0.69 0.81 106.30 92.30 89.97 102.38 8.38 7.54 7.39 8.15 
10 Yrs 9/30/01-9/30/11 14.92 20.43 4.68 0.65 0.78 142.66 124.66 87.19 101.13 9.27 8.43 6.47 7.24 
11 Yrs  9/30/00-9/30/11 15.07 20.16 6.14 0.64 0.73 202.79 178.37 97.69 106.19 10.60 9.75 6.39 6.80 
12 Yrs  9/30/99-9/30/11 14.63 19.49 5.65 0.63 0.69 228.64 199.59 128.05 138.66 10.42 9.57 7.11 7.52 

13 Yrs  9/30/98-9/30/11 14.57 19.14 5.62 0.63 0.68 258.56 223.88 141.34 158.71 10.32 9.46 7.01 7.59 

14 Yrs  9/30/97-9/30/11 14.54 19.29 6.82 0.63 0.69 307.70 264.77 110.47 134.71 10.56 9.68 5.46 6.28 

15 Yrs 9/30/96-9/30/11 14.38 18.92 7.04 0.63 0.68 460.94 396.59 200.23 234.25 12.18 11.28 7.60 8.38 

16 Yrs 9/30/95-9/30/11 14.06 18.50 7.75 0.62 0.66 610.64 522.30 240.71 285.51 13.04 12.11 7.96 8.80 

16.75 Yrs  
(Inception) 

1/1/95-9/30/11 13.88 18.14 7.57 0.62 0.65 724.09 615.79 316.32 381.72 13.42 12.47 8.89 9.84 

* Equity product inception: January 1995.   (2q2011 & 3q2011 performance is preliminary.) 
Past performance is not indicative of future results. 
Schmetter & Associates, LLC. (S&A) serves as an independent sales and marketing representative for Camarillo, California based Bernzott Capital Advisors.  S&A receives an annual fee and 25% of the investment 
management fees on assets placed under management at Bernzott Capital Advisors by each client introduced to Bernzott by S&A.  Schmetter & Associates, LLC. is not a broker/dealer.  All fees paid to S&A are in hard 
dollars.  No additional amount is added to Bernzott’s investment advisory fee as a result of S&A’s role in the solicitation of new business. 
 

Bernzott Capital Advisors, 888 West Ventura Blvd., Suite B, Camarillo, CA 93010  (805) 389-9445   fax:  (805) 389-9456     web:  www.bernzott.com 
Database Contact:  Randy E. Schmetter, Managing Director, Schmetter & Associates LLC., 6490 Crestbrook Drive, Morrison, CO  80465  (303) 697-7300  fax:  (303) 697-7505  email:  res@schmetter.com 


