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February 4, 2013 
 

FIRM BROCHURE 

Part 2A of Form ADV 
 

 

This FIRM BROCHURE provides information about the qualifications and business practices of 

HHM Wealth Advisors, LLC. If you have any questions about the contents of this FIRM BRO-

CHURE, please contact us at (423) 826-1670 or at www.hhmwealth.com. The information in this 

FIRM BROCHURE has not been approved or verified by the United States Securities and Ex-

change Commission or by any state securities authority.  

Additional information about HHM is available on the SEC’s website at 

www.adviserinfo.sec.gov (the CRD number for HHM is 150843).  

NOTE:  

While HHM may refer to itself as a “registered investment advisor” or “RIA”, clients should be 

aware that registration itself does not imply any level of skill or training.  

 

 

HHM Wealth Advisors, LLC 

1200 Market Street 

Chattanooga, TN  37402 

423.826.1670 
 

contactus@hhmwealth.com 

www.hhmwealth.com 

 

mailto:contactus@hhmwealth.com
http://www.hhmwealth.com/
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MATERIAL CHANGES FROM PREVIOUS VERSION: 

February 4, 2013 

 

Item 4 - Amended assets under management. 

Discretionary Assets: (01 January 2012) in the amount of $189,522,000 to $206,460,000 

as of 12/31/12 

 

Non-Discretionary Assets: (01 January 2012) of $2,346,000 to $2,775,000. 

 

The material change to HHM Wealth Advisors, LLC is the departure of Kyle Kelly, Financial 

Advisor on February 15, 2012.  His job functions will be assumed by other Financial Advisors 

employed by HHM Wealth.  There will be no other changes affecting your portfolio supervision 

or investment decisions. 

 

 

************** 

On July 28, 2010, the United States Securities and Exchange Commission published “Amend-

ments to Form ADV” which amends the disclosure document that we provide to clients as re-

quired by SEC Rules.  This Brochure updated 3/20/2012 is a document prepared according to the 

SEC’s requirements and rules. 

 

This item will discuss only specific material changes that are made to the brochure and provide 

clients with a summary of such changes.  We will also reference the date of our last annual up-

date of our brochure which was February 2012.  The material changes from last year’s annual 

update are discussed below. 

 

In the past, we have offered or delivered information about our qualifications and business prac-

tices to clients on at least an annual basis.  Pursuant to new SEC Rules, we will ensure that you 

receive a summary of any material changes to this and subsequent brochures within 120 days of 

the close of our fiscal year, which is December 31
st
.  We may further provide other ongoing dis-

closure information about material changes as necessary. 

 

Additionally, we will further provide you with a new brochure as necessary based on change or 

new information, at any time, without charge. 

 

Our brochure may be requested free of charge by contacting Gina Cook at 423-933-1816 or 

gcook@hhmwealth.com. 

 

Additional information about HHM Wealth Advisors is also available via the SEC’s website 

www.adviser.sec.gov.  The website also provides information about any persons affiliated with 

HHM Wealth Advisors, LLC who are registered, or are required to be registered, as investment 

adviser representatives of HHM Wealth Advisors, LLC. 

mailto:gcook@hhmwealth.com
http://www.adviser.sec.gov/
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ADVISORY BUSINESS  

INTRODUCTION  

 

HHM Wealth Advisors, LLC (hereafter “HHM”), is a fee-based investment adviser that of-

fers three types of advisory services: Portfolio Management Services, Financial Planning Ser-

vices, and Employee Benefit Retirement Plan Services.  

HHM Wealth Advisors, LLC (HHM), currently an SEC-Registered investment advisor, began its 

existence on June 2, 1999 as SecureLife Personal Financial Services, LLC, and remained as such 

until April, 2003 when the entity changed its name to HHM Capital Advisors, LLC. In June of 

2006, HHM admitted two new equity Members substantially increasing the firm’s assets under 

management.  On July 1, 2006 the name of the firm was changed to Evergreen Management, 

LLC.  On June 30, 2009, one of its major Members decided to leave the firm to pursue his own 

succession plan and the firm was renamed to HHM Wealth Advisors, LLC 

As of January 1, 2012, HHM currently has two principal owners (those individuals and/or enti-

ties controlling 25% or more of the company):  The CPA Group LLC owns 40% of the entity and 

Salvatore Geraci, Managing Member and Chief Compliance Officer, owns 40%. 

 

INITIAL CONSULTATION  

HHM will begin by providing the Client a free initial consultation. HHM uses the initial con-

sultation to:   

  Introduce the Client to HHM’s firm, its services, and staff 

  Gather information about the Client’s investment objectives, financial condition, 

and risk tolerance, which HHM uses in forming its investment advice 

  Reach an agreement on the terms of service and compensation arrangements.  

The consultation must be completed before HHM will make any specific recommendations 

about the Client’s asset allocation or securities to buy or sell.   

At the conclusion of the initial consultation, the Client will sign HHM’s Investment Advisory 

Agreement, which serves as the contract between the Client and HHM, specifying the precise 

nature of services to be rendered by HHM and fees to be paid by the Client.  

PORTFOLIO MANAGEMENT SERVICES  

If the Client elects Portfolio Management Services, the Client will have the choice of whether the 

portfolio management is performed on a discretionary or non-discretionary basis. HHM primari-

ly seeks to manage Client accounts on a discretionary basis, but will also offer non-discretionary 

management services to those Clients that choose to enter their own transactions.   
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Whether discretionary or non-discretionary, HHM will evaluate the Client’s financial condition 

and risk tolerance in order to tailor the Client’s securities selection to meet the Client’s invest-

ment objectives and individual needs. HHM also allows the Client to impose any restrictions on 

investing in certain securities or types of securities.  

HHM will make ongoing recommendations primarily involving: exchange-listed stocks, pre-

ferred stocks, mutual funds (no-load or load-waived only), exchange-traded funds (ETFs), stock 

options, REITs, and bonds. Given that the market will affect the value of these securities, HHM 

will monitor Client accounts on a monthly basis so that it may make any necessary transactions 

in discretionary accounts or make any necessary recommendations to Clients in non-

discretionary accounts. The securities mentioned above reflect a broad range of investment risk, 

including some securities that entail high degrees of risk, such as stock options.  

HHM does not provide any “wrap programs” (programs that bundle brokerage and advisory ser-

vices under a single comprehensive fee) so all securities recommended by HHM may include 

additional transaction charges by the Client’s broker-dealer/custodian separate from HHM’s ad-

visory fees.   

DISCRETIONARY PORTFOLIO MANAGEMENT  

For discretionary accounts, the Client will grant HHM limited trading authority (discretionary 

authority) in the Client’s brokerage account by executing the appropriate documents with the 

Client’s broker-dealer/custodian. The discretionary authority will allow HHM to enter securities 

transactions on the Client’s behalf, determining which securities and the amount of securities to 

buy or sell. Clients will be notified of all transactions by trade confirmations from their broker-

dealer/custodian.  

 

HHM will also request the Client provide written authorization to allow HHM to automatically 

deduct its advisory fee from the Client’s account (discussed at greater length in the “FEES AND 

COMPENSATION” section on page 6 of this FIRM BROCHURE); however, HHM will not 

have the authority to make any other withdrawals from the Client’s account(s) under manage-

ment without the Client’s written authority to do so. 

As all Clients will be recommended discretionary portfolio management, HHM anticipates the 

vast majority of its Portfolio Management Services will be rendered on a discretionary basis. 

With regard to current discretionary accounts, HHM had discretionary assets under management 

at the time this document was prepared (December 31, 2012) in the amount of $206,460,000. 

HHM recommends the Client grant discretionary authority to HHM so that it may execute rec-

ommendations in a timely fashion, but Clients should always review their brokerage account 

statements to verify the trading activity and withdrawals that occur in their account(s).  

NON-DISCRETIONARY PORTFOLIO MANAGEMENT  

For non-discretionary accounts, HHM will prepare securities recommendations as it does for dis-

cretionary accounts, but will provide these recommendations to the Client directly so that the 

Client may enter the transaction on their own or direct HHM to do so on Client’s behalf.  
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Since HHM will recommend all Clients grant it discretionary authority, HHM anticipates very 

little of its Portfolio Management Services to be rendered on a non-discretionary basis. With re-

gard to current non-discretionary accounts, HHM had non-discretionary assets under manage-

ment at the time this document was prepared (December 31, 2012) of $2,775,000. 

Since HHM merely only recommends securities alternatives for non-discretionary accounts, Cli-

ents should take measures to ensure that recommendations are executed in a timely fashion and 

should review their account(s) to ensure that transactions were entered properly.  

FINANCIAL PLANNING SERVICES 

If the Client elects Financial Planning Services, HHM may extend the initial consultation to in-

clude discussions necessary to begin creating a financial plan or may arrange a follow-up meet-

ing to review additional information about the Client’s finances. In any case, the Client will have 

the choice to:  

(a) Consult with HHM on the Client’s overall financial situation and obtain a comprehensive, 

written financial plan; or  

(b) Consult with HHM on a specific topic or an individual security.   
 

As the Comprehensive Financial Plan option would include the opportunity to discuss any spe-

cific topic or any individual security, HHM may recommend this option for all new Clients. For 

returning Clients that need to consult with HHM on a specific topic or individual security, they 

can do so during an Annual Financial Plan Review or engage HHM for a Separate Financial 

Planning Consultation.  

COMPREHENSIVE FINANCIAL PLAN  

HHM will review all aspects of the Client’s finances to prepare a written financial plan that 

makes comprehensive recommendations to help the Client meet their financial objectives. These 

areas of analysis include: overall asset allocation, securities recommendations, insurance needs, 

mortgage planning, consumer debt, retirement planning, college planning, trust & estate plan-

ning, savings & budgeting, and tax-planning.   

HHM will compile this financial information and use it to construct a Comprehensive Financial 

Plan tailored to the Client’s specific financial situation. The written financial plan will typically 

be constructed within a month, but will never take longer than three months.  

Clients can execute the Comprehensive Financial Plan on their own or HHM can assist in im-

plementation. If Portfolio Management Services are recommended in the Comprehensive Finan-

cial Plan, Clients may engage HHM for those Portfolio Management Services as described 

above.  

 

ANNUAL FINANCIAL PLAN REVIEW  

As financial conditions or objectives change over time, Clients should engage HHM to review 

their financial plan annually. Largely, this review is intended to confirm the Client’s financial 

information is accurate, evaluates whether the financial plan is reaching its goals and, and makes 

any revisions needed due to changes in the Client’s personal goals, objectives or economic cir-
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cumstances.  However, during this annual review, Clients may also raise new objectives or dis-

cuss other financial topics of their choice. Also, if Clients experience life-changing events, they 

may initiate an Annual Financial Plan Review earlier than the typical annual time frame.   

 

SEPARATE FINANCIAL PLANNING CONSULTATION  

If Clients need to consult with HHM outside of the initial consultation(s) that led to their Com-

prehensive Financial Plan and before their Annual Financial Plan Review, Clients may engage 

HHM on a limited basis. HHM is available through a Separate Financial Planning Consultation 

to make changes to a Comprehensive Financial Plan, discuss a specific financial topic, or evalu-

ate a specific securities investment. 

 

EMPLOYEE BENEFIT RETIREMENT PLAN SERVICES 
HHM also provides institutional portfolio consulting and investment selection services to busi-

nesses with qualified retirement, profit sharing, pension and 401(k) plans. 

 

HHM maintains relationships with several third party administrators for 401(k) plans.  Third par-

ty administrators typically charge their administrative fees directly to the client, separately from 

HHM. 

 

Generally, the above services are rendered at the retirement plan level.  HHM may also enter into 

a separate client agreement with the plan participant to provide investment advisory and financial 

planning services.  If such is the case, the normal fees, conditions, and responsibilities stated 

within this ADV Part II and related documents will apply. 

 

 

FEES AND COMPENSATION 
 

MANAGEMENT FEE  

The annual fee for HHM’s Portfolio Management Services will be charged either as a (1) a per-

centage of assets under management of (2) a quarterly fixed fee basis. 

 

(1) The annual fee for Portfolio Management Services typically ranges from 0.20% to 

1.50% of assets under management, depending on the nature and complexity of each 

client’s circumstances.  While other fee schedules may have been used in the past 

and may still be in effect, generally, fees being charged to new clients will be based 

on the following fee schedule.  Fees may be progressive (a fee will be assessed based 

on each threshold) or a fixed fee based on the value of the account. 
 

Portfolio Value Annual Wealth Management Fee 

First $1,000,000 1.00% 

Next $  500,000 0.90% 

Next $  500,000 0.80% 

Next $1,000,000 0.60% 

Over $3,000,000 Negotiable 
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**Clients are subject to a $1,000 per year ($250 per quarter) minimum. 
 

Management Fees are negotiable depending on both the nature and complexity of 

client circumstances.  HHM will quote an exact percentage to each client based on 

both the nature of services to be rendered and total value of that account.  HHM may 

group certain related accounts for purposes of determining the annualized fee. 

 

Fees will be directly debited from client accounts in advance at the beginning of each 

calendar quarter based upon the value (market value or fair market value in the ab-

sence of market value), of the client’s account at the end of the previous quarter.  Al-

ternatively, rather than directly deducting from client accounts HHM may directly 

invoice clients per client request in advance at the beginning of each calendar quar-

ter. 

 

For the initial quarter of Investment Management Services, the first quarter’s fees 

will be calculated on a pro rata basis, which means the advisory fees are payable in 

proportion to the number of days in the quarter for which the Accounts are open. 

 

HHM may combine the Account values of family members to determine the applica-

ble advisory fees. Combining Account values may increase the asset total, which 

may result in the Client(s) paying a reduced advisory fee based on the available 

breakpoints in HHM’s fee schedule stated above. 
 

Clients may make additions to the Account or withdrawals from the Account.  Fee 

adjustments will be made for additional deposits to the account and withdrawals 

from the Account for dollar flows of greater than $5,000.  These adjustments are 

made in the first calendar quarter billing after the inflows/outflows occurred.  Interim 

market value fluctuations for Account appreciation or depreciation are never adjust-

ed.  Because clients are billed at the beginning of a calendar quarter, all dollar 

changes that occurred in the prior quarter including market value fluctuations will 

automatically be reflected in the account value upon which the fee is calculated at 

the beginning of the new quarterly billing cycle.  

 

Client may terminate the Portfolio Management Agreement by submitting written 

notice to HHM which is effect upon receipt by HHM. For any client who terminates 

their relationship with HHM prior to the end of the quarter, HHM will refund any 

unearned fees on a prorated basis to the client. 

 

(2) In lieu of a percentage of assets under management, clients may request a Fixed Fee 

Retainer.  The amount of the negotiated retainer will be based on the complexity of 

the clients’ affairs which may be more or less than the comparable percentage of as-

sets under management methodology.  The retainer amount may reflect certain ser-

vices which the client needs above and beyond the normal Portfolio Management 

Services; for example, estate, tax and insurance planning as well as specially tailored 

concierge services. 
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The fixed retainer amount may be between $2,500 and $20,000 and will be billed on 

a quarterly basis in advance.  While typically not the case, a client may go from one 

billing methodology to another without any penalty or charges. 

 

PLANNING FEES FOR FINANCIAL PLANNING SERVICES  

For Comprehensive Financial Plans and Annual Financial Plan Reviews, HHM charges a fixed 

fee; however, for Separate Financial Planning Consultations, HHM charges an hourly fee.  

  

Financial Planning Service Fee Type and Amount 

Comprehensive Financial Plan $1,200 - $5,000 fixed fee 

Annual Financial Plan review $250 - $1,000 fixed fee 

Separate Financial Planning Consultations $100 - $250 hourly fee 

 

HHM may negotiate its fixed fee amount for Comprehensive Financial Plans based on the com-

plexity of the financial plan. Typically, the standard financial plan takes 10 hours; those plans 

that take significantly less time may negotiate a lower fee while those financial plans that take 

significantly longer may be charged a slightly higher amount. Additionally, HHM may offer dis-

counts to select friends, employees and family. The final amount will be specified in the Invest-

ment Advisory Agreement.   For Clients who retain HHM for Portfolio Management Services, 

Financial Planning fees may be offset against the Portfolio Management Service fees. 

The fixed fees for Annual Financial Plan Reviews and the hourly rate for Separate Financial 

Planning Consultations are both negotiable.   

HHM charges the above financial planning fees upon delivery of the Comprehensive Financial 

Plan or the Annual financial Plan Review.  Hourly fees are charged at the conclusion of the Sep-

arate Financial Planning Consultation or quarterly depending upon the extent of the engagement.  

As all the financial planning fees are charged in arrears, HHM does not offer refunds as services 

will have already been performed.  If a Client chooses to terminate Financial Planning Services 

before the product is delivered or service is complete, HHM will charge a prorated amount for 

the work completed and will deliver any work product completed. 

 

Otherwise, HHM will include an invoice upon delivery of the Comprehensive Financial Plan or 

Annual Financial Plan Review or at the conclusion of the Separate Financial Planning Consul-

tation. This invoice will require payment within thirty days after delivery.  
 

FEES FOR EMPLOYEE BENEFIT RETIREMENT PLAN SERVICES 

The annual fee for Employee Benefit Retirement Plan Services typically ranges from 0.20% to 

1.50% of assets under advisement, depending on the nature and complexity of each client’s cir-

cumstances.  In lieu of the percentage fee, HHM may charge a flat annual fee of between $1,000 

and $25,000 depending on plan size and/or complexity or the level of services required by the 

client. 
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These fees are negotiable depending on both the nature and complexity of the client circum-

stances.  HHM will quote on an exact percentage of each client based on both the nature and to-

tal dollar value of that client, as well as the client’s pre-existing relationship (if any) with HHM.  

HHM may group certain related client accounts for the purposes of determining the annualized 

fee. 

 

OTHER COMPENSATION  

In addition to the management and financial planning fees described above, individual IA Reps 

of HHM may also be licensed as insurance agents to sell insurance products and may receive in-

surance commissions for the sale of those insurance products. These insurance products include 

life, fixed annuities, and Long Term Care insurance. 

This creates a conflict of interest and may offer IA Reps an incentive to recommend insurance 

products that produce insurance commissions for the IA Rep. 

When any such recommendations are made, IA Reps will disclose this conflict to the Client prior 

to completing any transaction and will obtain specific consent from the Client before purchasing 

any insurance product. Additionally, Clients always have the option to purchase insurance prod-

ucts through other agents not affiliated with HHM.   

Such insurance commissions will be a marginal part (less than 10 percent) of the IA Reps’ busi-

ness as their primary focus will be the investment advisory business rather than their insurance 

business. Any insurance commissions will be charged separately through the insurance company or 

agency and remitted to HHM.  

Any insurance commissions will be in addition to the advisory fees and HHM will not reduce advisory 

fees for Clients that purchase insurance products through HHM’s IA Reps. Aside from the insurance 

compensation described above, neither HHM nor any of its IA Reps will accept any compensation for 

the sale of securities or other investment products.  

 

PERFORMANCE-BASED FEES AND 

SIDE-BY-SIDE MANAGEMENT 

 

HHM does not charge performance-based fees (fees based on gains) and so none of its Clients’ 

accounts will ever be managed side-by-side any performance-based accounts.  

TYPES OF CLIENTS  

HHM Wealth Advisors, LLC provides investment advisory services to individuals, trusts, es-

tates, charitable organizations, corporations and other business entities.  Generally, we do not 

accept accounts less than $100,000.00 but may waive this requirement at our discretion. 
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METHODS OF ANALYSIS, INVESTMENT STRATEGIES 

AND RISK LOSS 

HHM Wealth Advisors, LLC’s investment strategy focuses primarily on developing an individu-

al investment policy for each Client based upon their risk tolerance and investment goals. 

The investment policy will dictate the percentage of different types of assets (e.g. equities, 

bonds, cash) held in the portfolio. 

 

We search for investment opportunities across industry groups and market sectors to diversify 

the investments in Client’s portfolio.  We fundamentally analyze individual investment opportu-

nities, meaning we review the company’s financial statements to determine the overall financial 

“health” of the company and determine financial ratios to compare the company’s relative value 

to its competitors. 

After suitability, diversification of the portfolio is our primary focus.  Diversifying the invest-

ments across several market sectors, asset classes, and individual securities, we believe is the 

best way to decrease the volatility and potentially increase the return of our clients’ portfolios. 

 

However, Clients should be aware that there are many factors that impact market volatility and 

return, and many of those may be unknown and may be totally outside of the control of HHM. 

 

We recommend and advise upon various securities including: 

 Individual corporate exchange-listed domestic and international securities, 

 Corporate bonds, 

 United States government bonds and agency bonds, 

 CDs, 

 Municipal Securities, 

 Mutual Funds (closed and open-end funds), 

 Exchange Traded Funds (ETFs), and 

 MLPs and real estate investment trusts (REITs). 

 

As stated in Item 4. Advisory Services above, clients may restrict their investments to certain 

securities or types of securities purchased in their portfolio. 
 

It is important to understand investing in general involves risk of loss that clients should be 

prepared to bear. 

 

Along with the obvious risk of loss of principal, there are a number of significant risks associated 

with HHM’s investment approach. These risks include, but are not limited to: 

 

 Inflation Risk:  The investment value may not keep pace with inflation.  If the 

after tax return on an investment is less than the rate of inflation, the value of the 

investment will decline. 
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 Equity Investing Risks:  Equity risk is the risk that the value of equity securities 

will fall due to general market or economic conditions (market risk), percep-

tions of the industry (industry risk), or company specific circumstances (busi-

ness risk). 

 

 Fixed Income Investing Risks:  Fixed income investment value may fall due to 

interest rate upward movement (interest rate risk) and specific issuer’s inability 

to pay its obligations (interest and principal payments) due to unforeseen circum-

stances (credit risk). 

 

 Global Investing Risks:  HHM searches to find high quality opportunities on the 

global basis. This may result in additional risks such as: 

 

 Country Risk – The possibility that political events, (war, national elec-

tions), financial problems (rising inflation, government default), or natural 

disasters (earthquake, poor harvest) will weaken a country’s economy and 

cause investments in that country to decline. 

 

 Currency Risk – The possibility that returns could be reduced for Ameri-

cans investing in foreign securities because of a rise in the value of the 

U.S. dollar against foreign currencies.  Also called exchange-rate risk. 

 

 Foreign Market Exchanges – Foreign markets may experience sudden 

and dramatic volatility which may result in the inability to quickly sell 

foreign securities traded on that exchange (liquidity risk). 

 

 Mutual Fund Investing:  We may recommend and advise upon mutual funds.  In-

vesting in mutual funds also presents the following risks in addition to those detailed 

above: 

 

 Manager Risk – The possibility that an actively managed mutual fund’s 

investment advisor will fail to execute the fund’s investment strategy ef-

fectively resulting in the failure of the stated objectives. 

 

HHM’s main sources of information for its investment research are: 

 Financial newspapers and magazines, 

 Inspections of corporate activities, 

 Corporate rating services, 

 Research materials prepared by other third parties, 

 Annual reports, prospectuses, filings with the SEC, and 

 Company press releases. 

 

DISCIPLINARY INFORMATION 
 

Neither HHM nor any of its related persons (including management and IA Reps) have had 

any legal or disciplinary events in their past. 
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Clients and prospective Clients can always view the CRD records (registration records) for 

HHM or any of its IA Reps through the SEC’s Investment Advisor Public Disclosure 

(IAPD) website at www.adviserinfo.sec.gov or through FINRA’s BrokerCheck database 

online at www.finra.org/brokercheck if the IA Rep is also a broker-dealer agent.  The CRD 

number for HHM is 150843. 

 

OTHER FINANCIAL INDUSTRY ACTIVITIES 

AND AFFILIATIONS 

 

While HHM is not an insurance agency, IA Reps of HHM may be licensed as independent 

insurance agents and have affiliations with various insurance companies whose products 

they sell.  Specifically, some or all of HHM IA Reps may be licensed as independent insur-

ance agents in Tennessee.  As IA Reps of HHM, these advisors may recommend insurance 

products and may also, as independent insurance agents, sell those recommended insurance 

products to Clients. 

 

When such recommendations or sales are made, a conflict of interest exists as these advisors 

may earn insurance commissions for the sale of those products, which may create an incen-

tive to recommend such products.  HHM requires that all IA Reps disclose this conflict of 

interest when such recommendations are made. 

 

Also, HHM requires IA Reps to disclose that Clients may purchase recommended insurance 

products from other insurance agents not affiliated with HHM.  Further, HHM requires these 

IA Reps to assign all commissions generated from such sales to the company. 

 

CODE OF ETHICS, PARTICIPATION OR INTEREST IN 

CLIENT TRANSACTIONS AND PERSONAL TRADING 
 

CODE OF ETHICS  

Pursuant to SEC Rule 204A-1, HHM has a Code of Ethics that promotes the fiduciary duty of 

HHM and its IA Reps. The Code of Ethics articulates the importance of trust as a foundation to 

the relationship between an investment adviser and its Clients and establishes policies and pro-

cedures to ensure that HHM and its IA Reps place the interests of the Clients first. The Code of 

Ethics requires that HHM and its IA Reps adhere to all applicable securities and related laws 

and regulations. 

The Code of Ethics also requires HHM and its IA Reps follow industry “best practices” involv-

ing: confidential information, suitability of investments, personal trading on the part of HHM 

and its IA Reps, outside business activities of IA Reps, and the disclosure of conflicts of inter-

est.  Further, HHM requires their IA Reps to assign all insurance commission from such sales to 

the Company. 

 

http://www.adviserinfo.sec.gov/
http://www.finra.org/brokercheck
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A copy of the HHM’s Code of Ethics is available upon request from any Client or prospective 

Client. The HHM Code of Ethics can be reviewed on the company’s website, 

www.hhmwealth.com. 

PARTICIPATION OR INTEREST IN CLIENT TRANSACTIONS AND PER-

SONAL TRADING  

While HHM has no proprietary interest in Client transactions, its IA Reps may have a financial 

interest in those recommended transactions that involve the purchase of an insurance product. As 

explained in the “OTHER FINANCIAL INDUSTRY ACTIVITIES AND AFFILIATIONS” 

section, some of HHM’s IA Reps may be licensed as independent insurance agents in Tennessee. 

As IA Reps of HHM, these advisors may recommend insurance products and may also, as inde-

pendent insurance agents, sell those recommended insurance products to Advisory Clients. When 

such recommendations or sales are made, a conflict of interest exists as these advisors may earn 

insurance commissions for the sale of those products, which may create an incentive to recom-

mend such products. HHM requires that all IA Reps disclose this conflict of interest when such 

recommendations are made. Also, HHM requires IA Reps to disclose that Advisory Clients may 

purchase recommended insurance products from other insurance agents not affiliated with HHM.  

Additionally, IA Reps of HHM may have an interest in Client transactions insofar as they may 

personally invest in the same securities recommended to Advisory Clients.   

These transactions involve a conflict of interest as HHM or IA Reps may benefit from an in-

crease in price from subsequent purchases by Advisory Clients. To address this conflict of in-

terest, HHM and its IA Reps will adhere to the following procedures regarding their personal 

trading:  

1) Client transactions will always be placed ahead of those for HHM, its manage-

ment, and its IA Reps 

2) HHM and its IA Reps will mostly recommend investments that are widely traded 

3) In the rare instance where private placement offerings are recommended to Cli-

ents and an IA Rep also has an ownership interest in the private offering, full dis-

closure will be given so the Client fully understands that conflict of interest 

4) Neither Advisory Clients nor IA Reps will have enough funds invested in any 

given security to move the market in that particular security. 
 

BROKERAGE PRACTICES 

HHM does not maintain custody of your assets it manages although HHM may be deemed to 

have custody of Client assets for regulatory purposes when the client gives HHM authority to 

withdraw advisory fees from Client accounts (see Custody below).  Client assets must be main-

tained in an account at a “qualified custodian,” generally a broker-dealer or bank. 

When requested to do so by a client or prospective client, HHM will recommend clients use 

Charles Schwab & Co., Inc. (Schwab), a registered broker-dealer, member SIPC, as the qualified 

custodian.  HHM is independently owned and operated and is not affiliated with Schwab. 
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Schwab will hold Client assets in a brokerage account and buy and sell securities as HHM in-

structs them to.  Each client receives statements directly from Schwab. 

While HHM may recommend Clients use Schwab as the custodian/broker, the Client decides 

whether to do so and will open Client accounts with Schwab or a custodian/broker dealer of Cli-

ent’s choice by entering into an account agreement with the custodian/broker-dealer.  HHM may 

assist Client in opening the account administratively. 

 

If Client’s account is maintained at Schwab, HHM can still use other brokers to execute trades 

for such account as described below (see “Client Brokerage and Custody Costs”), but in prac-

tice such transactions are rare. 

 

How HHM selects Brokers/Custodians 
HHM seeks to recommend a custodian/broker-dealer that will hold Client assets and execute 

transactions on terms that are overall, most advantageous when compared to other available pro-

viders and their services.  HHM considers a wide range of factors, including among others: 

 Combination of transaction execution services and asset custody services (gener-

ally without a separate fee for custody);  promptness of execution reports and ac-

curacy of confirmations and statements provided to clients 

 Capability to execute, clear and settle trades (buy and sell securities for your ac-

count) 

 Capability to facilitate transfers and payments to and from accounts (wire trans-

fers, check requests, bill payment, etc.) 

 Breadth of available investment products [stocks, bonds (corporate, municipal, 

U.S. Government Treasuries and Agency), mutual funds, exchange-traded funds 

(ETFs), etc.] 

 Availability and value of investment research and tools to assist us in making in-

vestment decisions 

 Quality of services 

 Competitiveness of the price of those services (commission rates, margin interest 

rates, other fees, etc.) and willingness to negotiate the prices 

 Reputation, financial strength, and stability 

 Prior services to HHM and HHM’s other clients 

 Availability of other products and services that benefit HHM, as discussed below 

(see “Products and Services Available to HHM from Schwab”) 

 

Clients’ Brokerage and Custody Costs 
For clients’ accounts maintained at Schwab, Schwab generally does not charge separately for 

custody services but is compensated by charging the client commissions or other fees on trades 

that it executes or that settle into the Schwab account.  The commission rate Schwab charges 

HHM’s clients is contingent upon the total amount of assets the client maintains at Schwab and 

whether or not the client chooses to receive trade confirmation and account statements electroni-

cally. HHM will discuss and disclose exact commission charges directly with the client prior to 

entering into an advisory services agreement. 
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Commission rates charged HHM’s clients by Schwab is no way connected to the number or na-

ture of trades affected in its client accounts or total amount of assets its clients collectively main-

tain at Schwab. 

 

In addition to commissions, Schwab charges HHM’s clients a flat dollar amount as a “prime bro-

ker” or “trade away” fee for each trade that it has executed by a different broker-dealer but where 

the securities bought or the funds from the securities sold are deposited (settled) into Client’s 

Schwab account.  These fees are in addition to the commissions the client pays the executing 

broker-dealer.  Because of this, in order to minimize HHM’s client’s trading costs, HHM may 

execute most trades for Client accounts through Schwab.  HHM has determined having Schwab 

execute most trades is consistent with its duty to seek “best execution” of our clients’ trades.  

Best execution means the most favorable terms for a transaction based on all relevant factors, 

including those listed above (see “How HHM Selects Brokers/Custodians”). 

 

Products and Services Available to HHM from Schwab 
Schwab Advisor Services™ (formerly Schwab Institutional

®
) is Schwab’s business serving in-

dependent investment advisory firms like HHM.  Schwab Advisor Services™ provides HHM 

and its clients with access to its institutional brokerage – trading, custody, reporting and related 

services – many of which are not typically available to Schwab retail customers.  Schwab also 

makes available various support services.  Some of those services help HHM manage or admin-

ister its clients’ accounts while others help HHM manage and grow its business. Schwab’s sup-

port services generally are available on an unsolicited basis (HHM does not have to request 

them) and at no charge to HHM.  Following is a more detailed description of Schwab’s support 

services: 

 

Services that Benefit the Client.  Schwab’s institutional brokerage services include access to a 

broad range of investment products, execution of securities transactions and custody of client 

assets.   

 

The investment products available through Schwab include some to which HHM might not oth-

erwise have access or that would require a significantly higher minimum initial investment by its 

clients.  Schwab’s services described in this paragraph generally benefit the client and their ac-

count. 

 

Services that may not directly Benefit Client.  Schwab also makes available to HHM other 

products and services that benefit HHM but may not directly benefit the client or clients’ ac-

count.  These products and services assist HHM in managing and administering its clients’ ac-

counts. 

 

They include investment research, both Schwab’s own and that of third parties.  HHM may use 

this research to service all or a substantial number of its clients’ accounts, including accounts not 

maintained at Schwab.  In addition to investment research, Schwab also makes available soft-

ware and other technology that: 

 

 Provide access to client account data (duplicate trade confirmations and account 

statements) 
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 Facilitate trade execution and allocate aggregated trade orders for multiple client 

accounts 

 Provide pricing and other market data 

 Facilitate payment of our fees from HHM’s clients’ accounts 

 Assist with back-office functions, recordkeeping, and client reporting 

 

Services That Generally Benefit Only HHM.  Schwab also offers other services intended to help 

HHM manage and further develop its business enterprise. These services include: 

 

 Educational conferences and events 

 Consulting on technology, compliance, legal, business needs 

 Publications and conferences on practice management and business succession 

 Access to employee benefits providers, human capital consultants, and insurance 

providers. 

 

Schwab may provide some of these services itself.  In other cases, it will arrange for third-party 

vendors to provide the services to HHM.  Schwab may also discount or waive its fees for some 

of these services or pay all or part of a third party’s fees.  Schwab may also provide HHM with 

other benefits.  HHM may access and use Schwab’s compliance publications and resources to a 

considerable extent and have attended educational conferences and events at HHM’s own ex-

pense.  HHM may have accessed and use only minimally or not at all the other services noted 

above. 

 

HHM’s Interest in Schwab’s Services. The availability of these services from Schwab benefits 

HHM because HHM does not have to produce or purchase them.  Schwab has indicated HHM 

will not have to pay for Schwab’s services so long as its clients collectively maintain a total of at 

least $10 million of their assets in accounts at Schwab.  Beyond that, these services are not con-

tingent upon HHM committing any specific amount of business to Schwab in trading commis-

sions or assets in custody.  This $10 million minimum may give HHM an incentive to recom-

mend its clients maintain an account with Schwab, based on HHM’s interest in receiving 

Schwab’s services that benefit its business rather than based on its clients’ interest in receiving 

the best value in custody services and the most favorable execution of transactions.  HHM be-

lieves its recommendation of Schwab as custodian and broker-dealer is in the best interests of its 

clients. 

 

HHM recommendation is primarily supported by the scope, quality, and price of Schwab’s ser-

vices (see “How HHM Selects Brokers/Custodians”) and not Schwab’s services that benefit 

HHM.  HHM clients currently maintain a collective amount of assets at Schwab well in excess of 

$10 million therefore HHM also believes it currently has no incentive to recommend HHM cli-

ents maintain their assets at Schwab other than for the client’s benefit only.  It is also important 

to remember HHM clients may choose any custodian or broker-dealer they wish. 

 

Brokerage for Client Referrals.  HHM does not receive client referrals from any broker-dealer 

or custodian. 
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Directed Brokerage.  If a broker-dealer recommendation is requested by the client, we will rec-

ommend Schwab as the broker-dealer for reasons described in “How HHM Selects Bro-

kers/Custodians” above.  HHM does not require its clients to use any particular broker-dealer.  

It is ultimately the client’s decision where to open or maintain their broker-dealer account. 

 

HHM is independently owned and operated and is not affiliated with Schwab.  HHM believes its 

recommendation of Schwab as broker-dealer is in the best interests of its clients.  HHM’s rec-

ommendation is primarily supported by the scope, quality, and price of Schwab’s services (again 

see “How HHM Selects Brokers/Custodians” above) and Schwab’s ability to facilitate the best 

execution of the orders HHM places for its clients. 

 

The conflicts of interest this recommendation may present are described and addressed in com-

plete detail in “Products and Services Available to HHM from Schwab” above.  Clients may 

direct brokerage to any broker-dealer they choose.  It is the client’s responsibility to negotiate 

commission rates with the directed broker-dealer.  It is important to understand, if the client di-

rects brokerage to a broker-dealer other than Schwab, the client may not receive the best execu-

tion available, may pay higher commissions, and may not be able to participate in aggregated 

trades (please see “Order Aggregation” below). 

 

In selecting an executing broker-dealer clients are encouraged to consider, among other factors, 

the following: 

 

 Brokerage arrangements other than those directed by the client may exist that 

would provide the client more favorable execution or additional brokerage related 

services. 

 

 Other than in connection with monitoring trade execution data for client transac-

tions, HHM has no responsibility to determine or assess the extent or value of 

service provided to clients provided by their directed executing brokers, nor does 

HHM generally have access to such information. 

 

 Technological capabilities and limitations of a client’s executing broker (e.g. a 

broker’s inability to receive orders electronically) may affect HHM’s ability to re-

lay trading instructions to such broker as efficiently as it is able to relay instruc-

tions to brokers that have more sophisticated order systems. 

 

HHM encourages its clients to periodically review the terms of their brokerage agreement to en-

sure such terms meet their needs and are competitive in the market in relation to the services of-

fered. 

 

Order Aggregation.  Client orders executed through the same broker dealer may be aggregated 

to achieve best execution.  Generally clients will receive the average share price of all orders ex-

ecuted to fill the aggregated order.  Individual transaction fees and commissions will not be af-

fected.  The client will incur the same transaction fee or commission charge regardless if the or-

der was aggregated or executed individually. 
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Aggregation saves time and all accounts receive same price.  HHM will attempt to aggregate or-

ders when it is determined it is prudent to place orders for the same security, at the same time, in 

one or more client accounts. 

 
REVIEW OF ACCOUNTS  

For Portfolio Management Clients, HHM may review all Clients’ investment holdings on a 

monthly basis, but reviews individual Client accounts on a quarterly basis in conjunction with 

calculating its management fees and/or during the Clients’ regularly scheduled periodic review 

meeting (either quarterly, semiannually, or annually). Portfolio Management Clients are encour-

aged to meet with HHM at least once per year to review their account as a whole, ensuring that 

the management aligns with their current financial condition, goals and objectives.  

For Financial Planning Clients, HHM reviews the Client’s account in the initial preparation of a 

Comprehensive Financial Plan and may review the Client’s account during a Separate Financial 

Planning Consultation, but does not review those accounts again unless engaged for an Annual 

Financial Plan Review. Financial Planning Clients are encouraged to meet with HHM at least 

once per year to review their account as a whole, ensuring that their financial plan aligns with 

their current financial condition, goals and objectives.  

While all Clients are provided with at least a quarterly Custodian account statement, HHM will 

produce internally generated investment statements at the regularly scheduled Client review 

meeting. In addition to listing all portfolio holdings held in the Client account, the Custodian 

statement also provides other important data such as market value, cost, interest/dividends re-

ceived, expenses, purchases/sales, and any capital inflow/outflow in the account during the re-

porting period.  

CLIENT REFERRALS AND OTHER COMPENSATION 

 

HHM receives an economic benefit from Schwab in the form of the support products and ser-

vices it makes available to us and other independent investment advisors whose clients maintain 

their accounts at Schwab.  These products and services, how they benefit us, and the related con-

flicts of interest are described above (see “Brokerage Practices”).  The availability to us of 

Schwab’s products and services is not based on us giving particular investment advice, such as 

buying particular securities for our clients. 

 

Referral Arrangements.  HHM may from time to time compensate, either directly or indirectly, 

any person (defined as a natural person or a company) for client referrals.  Compensated persons 

may include certified public accountants of Henderson, Hutcherson & McCullough, PLLC,  

HHM is aware of the special considerations promulgated under Section 206(4)-3 of the Invest-

ment Advisors Act of 1940 and similar state regulations and such referral compensation may 

constitute a conflict of interest.  As such, appropriate disclosure shall be made, all written in-

structions will be maintained by HHM and all applicable Federal and/or State Laws will be ob-

served. 
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Clients are advised the involvement of a referral fee being paid or the lack of a referral fee will 

not impact the amount of the fee being paid by the client or the services rendered to the client.   

 

Additionally, any on-going referral compensation (generally expressed as a percentage of fees 

generated) are made only to licensed investment advisors, investment advisor representatives 

and/or “Solicitors” within the meaning of the various rules and regulations promulgated by the 

SEC and various state regulatory agencies. 

 

CUSTODY 

Under government regulations, HHM is deemed to have custody of Client assets if, for example, 

the Client authorizes HHM to instruct Schwab to deduct HHM’s advisory fees directly from Cli-

ent’s account (or if the Client grants HHM authority to move their money to another person’s 

account).  Schwab maintains actual custody of Client’s assets. 

 

The Client will receive account statements directly from Schwab at least quarterly.  They will be 

sent to the email or postal mailing address provided by the Client to Schwab.  The Client should 

carefully review those statements promptly when received by them.  HHM urges the Client to 

compare Schwab’s account statements to the periodic account statements/portfolio reports that 

the Client receives from HHM and to advise HHM of any discrepancies that may exist. 

 

INVESTMENT DISCRETION  

As described in the “ADVISORY BUSINESS” section of this FIRM BROCHURE, HHM will 

have investment discretion for those Advisory Clients that elect Discretionary Portfolio Man-

agement Services. 

Clients will select this option specifically in HHM’s Investment Advisory Agreement and will 

sign a trading authorization form with their broker-dealer/custodian.   

When Advisory Clients grant discretionary authority to HHM, Clients may still place restrictions 

on the advisor, such as a prohibition on investing in specific securities, industries, or markets that 

the Client chooses. Additionally, unless specifically instructed otherwise by the Client, HHM 

seeks to maintain diversified investment portfolios for its Portfolio Management Clients and will 

attempt not to concentrate more than 15 percent of a Client’s investable assets into any non-

diversified security (e.g. stock, bond, options contract) and will not concentrate more than 50 

percent of a Client’s investable assets into any diversified products (e.g. mutual funds, ETF, in-

dex funds) unless the Client’s investment assets are so small as to make multiple investments 

impractical. 

 

VOTING CLIENT SECURITIES 
 

For any security that entails a voting right in the underlying company, HHM will not have or ac-

cept authority to vote Client securities. All voting issues, proxies, and solicitations will be com-

municated to Advisory Clients through the Client’s broker-dealer/custodian. Upon request, how-

ever, HHM may help explain or answer questions regarding a given voting issue. 
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FINANCIAL INFORMATION 

 
Because HHM does not require or solicit prepayment of Client fees six months or more in ad-

vance, the SEC does not require HHM to include its Balance Sheet with this FIRM BROCHURE.  

 

While HHM oftentimes has discretionary authority of Client funds or securities, HHM knows of 

no current financial condition that is reasonably likely to impair HHM’s ability to meet its con-

tractual commitments to Clients. 

 

 

PRIVACY 
 
HHM considers the preservation of Client privacy a priority.  In order to provide the Client with 

individualized service, HHM collects certain nonpublic personal information about the Client 

from information provided by the Client on applications and other forms (such as address and 

social security number), and information about Client transactions with HHM (such as purchas-

es, sales and account balances).  HHM may also collect such information through Client account 

inquiries by mail or telephone. 

 

HHM does not disclose any nonpublic information about the Client or anyone, except as permit-

ted by law.  Specifically, so that HHM may continue to tailor its recommendations and services 

to meet clients’ investing needs and to effect transactions Clients request or authorize, HHM may 

disclose the information it collects, as described above, to companies that perform administrative 

or marketing services on HHM’s behalf, including financial service providers such as custodians, 

and administrative and marketing service providers such as printers and mailers.  These compa-

nies will use this information only for the services HHM hired them and are not permitted to use 

or share this information for any other purpose. 

 

A Securities and Exchange Commission rule requires that HHM provide to those issuers whose 

stock HHM is holding in Client accounts, upon request, Client’s name, address, and the number 

of shares held, unless Client objects to such disclosure.  HHM will not disclose this information 

to issuers unless Client advises HHM in writing that Client wishes to have this information dis-

closed.  To do so, please send a letter to HHM, 1200 Market Street, Chattanooga, TN  37402, 

Attn: Gina Cook. Since it is not possible to disclose this information to some issuers and not to 

others, if Client choose to have this information disclosed it will be available to all issuers. 

 

In order to further protect the Client, HHM also maintains strict internal security measures.  

HHM restricts access to Client personal and account information to those employees who need to 

know that information to service Clients account.  HHM also maintains physical, electronic and 

procedural safeguards to protect Client nonpublic personal information. 

 

If Clients have any questions regarding HHM’s policy or need additional copies of this notice 

please contact its Compliance Department at 423.933.1822.  Alternatively, Clients may review 

HHM’s Privacy Notice at the company’s website, www.hhmwealth.com.  


