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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 
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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 
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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) 
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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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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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 (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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	Text15: CONTINUED FROM PREVIOUS PAGE
 
Client's quarterly Continuing Service Fee will be reduced by the amount of net securities sales commissions received by KW Securities Corporation.  Net securities sales commissions received is defined as follows: Sales commissions paid during the billable quarter to KW Securities Corp. for transactions handled for client's account; lass direct expenses.  Direct expenses include:  Clearing costs, overrides, and regulatory fees attributable to such transactions.  Sales commissions is further defined as a commission charged whereby clients net investable dollars is less than the gross investment amount.
 
Some investment sponsors pay quarterly client service fees (commonly referred to as "12(b)-1" fees).  These fees average about .05% (.00005) of the investment value each quarter.  In many cases, these fees are not reported separately by client; and/or they are not received until up to 1-1/2 years after the investment is purchased.  Therefore, these fees will be excluded from the courtesy discount.
 
In no evert will any portion of the net securities sales commissions received be paid to client in cash, even if such quarterly compensation exceeds the client's quarterly fee.
 
Fair market value shall be the published closing price for no-load mutual funds and Treasury Bills and the average between the bid and the ask prices for Real Estate Investment Trusts.  Fair market value of securities for which there is no established market will be cost unless otherwise mutually agreed with client.
 
Fees paid in advance will be prorated to the date of termination, and the client will be refunded any unearned portion thereof.  Notwithstanding anything herein to the contrary, the client may terminate the agreement without payment of any fee or penalty if the agreement is terminated within the first five (5) business days after the client enters the agreement.
 
 
Applicant provides other consulting services such as tax planning; family budgeting; estate planning; consulting with client's tax, legal, and insurance advisors; retirement planning; general business consulting; insurance evaluations and planning, and other areas commonly termed financial planning.
 
Fees for these services and refund/termination policies are identical to those listed above.
 
Must demonstrate experience in investments and/or advance education in financial analysis.  Demonstrated experience includes employment in the investment industry (registered broker/dealer or investment advisor), or meeting the licensing requirements of the Financial Industry Regulatory Authority (FINRA).  Professional designations backed by the completion of a formal test are also favored; e.g., Certified Financial Planner, Chartered Financial Analyst, or member of the International Association for Financial Planning "Registry of Financial Planning Practitioners," or similar entity.
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	Text17: Lawrence A. Krause, born October 28, 1939
Education:
                 1961                           State University of Iowa; B.A.
                 1978                           College for Financial Planning; CFP
Business:
                 1998 - Present          Investment Advisory Services
                                                  President
                 1979 - 1997 &           Lawrence A. Krause & Assoc., Inc.;  San Bruno, CA
                 1998 - Present
 
                 1980 - 1997 &           KW Securities Corp.;  San Bruno, CA
                 1998 - Present          Broker/Dealer
 
                 1981 - Present           KW Financial Services, Inc.;  San Bruno, CA,
                                                   Parent of Applicant and KW Securities Corp.
                                                   President 
 
Gisela I. Lake, born December 26, 1939
Education:
                 1961                          International Wirtschaftslehre
                                                   Goettingen Universitaet
                                                   Niedersachsen, Germany
                 1987                          College for Financial Planning
                                                   Golden Gate University, CA; CFP
Business:
                 1982 - 1989               Due Diligence Financial Planner Equity Corporation;
                                                   Novato, CA
                                                   Vice President
                  1990 - 1997              Marketing/Investment;
                                                   West Coast Director for Annuities & Institutional Port.
                  1997 - Present         Lawrence A. Krause & Assoc., Inc.; San Bruno, CA
                                                  Vice President
                  1997 - Present         KW Securities Corporation; San Bruno, CA
                                                  Vice President, Registered Principal  
 
 
Applicant is related to KW Securities Corporation, a registered broker/dealer.  This fact is disclosed to all Applicant's clients and included in written contracts with clients.  Applicant and KW Securities Corporation are both 100% owned by parent company, KW Financial Services, Inc. and under common control.  Clients of applicant may also be clients of KW Securities Corporation, but there is no obligation.               
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12 & 7 (C)
	Text19: Applicant is owned 100% by KW Financial Services, Inc.  KW Financial Services, Inc. has an agency relationship with various insurance companies and agencies.  This fact is disclosed to all Applicant's clients and included in written contracts with clients, except contracts for managed accounts, where no insurance transactions are conducted.  Clients of applicant (except managed accounts) may also be clients of KW Financial Services, Inc. for insurance transactions, but there is no obligation.
 
Related person is KW Securities Corporation, which may effect securities transactions for clients who are also clients of Applicant (except managed accounts).  This fact is disclosed to Applicant's clients and included in written contracts with clients.
 
Clients (except managed accounts) are informed that any securities transactions they wish to conduct may be done through any broker/dealer, including KW Securities Corporation.  If client chooses to transact securities business through KW Securities Corporation, it will endeavor to find a suitable investment meeting the criteria of applicant's advice; KW Securities Corporation will receive the standard commission attributable to such transaction.
 
Applicant generally does not make specified investment purchase recommendations in which Applicant has a financial interest.  However, related person, KW Securities Corporation, has recommended securities in which related persons (Lawrence A Krause and KW Financial Services, Inc.) have a financial interest.  Clients of KW Securities Corporation are informed of the conflict of interest and nature of the financial interest.
 
Applicant's employees may buy or sell securities that KW Securities Corp. (a related person) recommends to its clients. Employees generally buy or sell mutual funds and limited partnerships,  become members of LLCs, and occasionally listed stocks.  Such, transactions have no material effect on the market price of client's holdings.
 
In managed accounts, Applicant will have some authority to determine the securities bought or sold and the amount thereof.  This authority is limited, however, by (i) the parameters of instructions given by the client (i.e. T-Bills, mutual funds, REITS, etc.); and (ii) the total dollar amount authorized for investment by the client.
 
Applicant may suggest KW Securities Corp. (except managed accounts) to transact securities business, should the client wish to transact such business.  There is no obligation.
 
If the client does not have a preference as to which broker to use, the broker and commission rate will be determined on execution of service by the broker and what is considered customary and reasonable in the industry.  In the case of managed accounts, Applicant will choose the broker in all instances, based upon the factors described in this paragraph.  If a commission is generated from a securities transaction, the quarterly fee is offset by the commission paid.
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Item 11.C(2)&(3)
	Text21: Applicant may directly compensate another registered investment adviser for client referrals.  A referral fee is paid by Applicant only after the prospective client is informed of the arrangement and only if the referral becomes a client.  Such referrals are a minor part of the Applicant's advisory business.
 
NASD DBCC District No. 1 - Complaint No. CO1920028
The National Association of Securities Dealers, Inc. ("NASD") alleged that KW Securities Corporation, an affiliate of Registrant, and Lawrence A. Krause violated SEC Rule 17a-3, SEC Rule 15c2-4, SEC Rule 10b-9, an Article III, Section 1 of the NASD's Rules of Fair Practice.  The alleged violations included participating in the sale of limited partnership interests of Blue Grass Brass Limited Partnership without recording the transaction on the books and records of the broker/dealer, participating in a "part or none" offer and sale of limited partnership interests of Blue Grass Brass Limited Partnership and receiving investor funds without depositing them into an escrow account or other account, and representing that payment for such securities would be refunded if a total; amount was not raised and releasing such funds to the issuer of the securities before said total was raised
 
The action was settled on March 2, 1993 pursuant to the Acceptance, Waiver, and Consent procedure without admission or denial of the violations, with a censure and fin of $5,000, jointly and severally between Lawrence A Krause and KW Securities Corporation.
 
SEC Administrative Proceeding
File No. 3-9477
October 9, 1997
 
Pursuant to an Offer of Settlement in which Applicant and other respondents neither confirmed nor denied the allegations, the SEC instituted an administrative proceeding, made findings and imposed sanctions.  The fact findings essentially were that: Between 1991 and 1994 Lawrence A Krause ("Krause") and Applicant's affiliate, KW Financial Services, Inc. ("KW Financial"), formed three limited partnerships in which one or the other was general partner; limited partnership interests were offered to investors through Applicant's affiliate, KW Securities Corporation ("KW Securities"); the private placement memoranda reviewed and approved by Krause disclosed that proceeds would be used for state projects plus reserves and neither the PPM nor other documents disclosed that the general partners were authorized to borrow funds from the partnerships or of any proposed borrowings by the general partners for their own use or use by affiliates; Applicant recommended investment in the partnerships to clients without such disclosure; a total of approximately $3,497,000 was raised from a total of 57 investors; between 1991 and 1994, KW Financial borrowed money from such limited partnerships' reserve funds for working capital for KW Securities and Applicant; KW Financial repaid all funds at the end of each year and in addition paid interest at 3% over prime; the maximum total borrowings outstanding at any one time from such limited partnerships were $22,300 in 1991, $37,000 in 1992, $113,000 in 1993 and $164,500 in 1994; at the time of the SEC examination in March 1994, Krause and KW Financial immediately repaid all outstanding borrowings, including borrowings from a fourth partnership, totaling $406,800; all borrowings were reflected on the books of KW Financial and the limited partnerships; and Krause, after repaying all outstanding borrowings in March 1994, notified investors in writing of the borrowings and apologized for his conduct.
	Text22: Item 11.C(2)&(3)
continued
	Text23: Pursuant to the Offer of Settlement described above, the SEC found that KW Securities, Krause and Applicant willfully violated and that KW Financial violated Section 17(a) of the Securities Act, Section 10(b) of the Exchange Act and Rule 10b-5 promulgated thereunder, and that Applicant willfully violated and Krause willfully aided and abetted and caused violations of Section 206(1) and 206(2) of the Advisors Act.  KW Securities and Applicant were ordered to cease and desist from committing or causing violations and were censured.  KW Financial was ordered to cease and desist from committing or causing violations.  Krause was ordered to cease and desist from committing or causing violations, was fined $15,000, and was suspended for twelve months from association with any broker, dealer, municipal securities dealer, investment company or investment adviser.
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