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HC Financial Advisors, Inc. 

 
Please contact us at (925) 299-1800 or info@hcfinancial.com if you would like a copy of our updated Part 
2.  Additional information about us is also available on the SEC’s website at www.adviserinfo.sec.gov. 

ITEM 2:  MATERIAL CHANGES 

Our previous annual update was dated February 7, 2013.  Following is a summary of the material changes 
made to Part 2 since that amendment.   

Item 4:  As of December 31, 2013, we manage assets of $243.2 million on a discretionary basis.   
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Index of ERISA Related Disclosures 

HC Financial Advisors, Inc. (sometimes “HC Financial,” “we,” “our,” “us,” the “Firm” or “Advisor”) may 
provide investment management services to retirement plans governed by the Employee Retirement 
Investment Security Act (“ERISA”).  ERISA regulations require that specific disclosures be made to the 
ERISA plan fiduciary that is authorized to enter into, or extend or renew, an agreement with the Firm to 
provide these services.  The following Index identifies the disclosures required and the location where plan 
representatives may find them.  It is intended to assist ERISA Plan representatives with compliance with 
the service provider disclosure regulations under section 408(b)(2) of ERISA.  Any questions concerning 
this guide or the information provided regarding our services or compensation should be addressed to our 
Chief Compliance Officer at the number noted on the cover page of this ADV Part 2A. 

Required Disclosure Location of the Required Disclosure 

Description of the services that Advisor will 
provide to covered ERISA plans 

Item 4 of this Form ADV Part 2A and the 
paragraphs 1 and 7 of client plan’s investment 
management agreement with the Firm. 

Statements that  the services that Advisor 
will provide to covered ERISA plans will be as 
an ERISA fiduciary and registered investment 
adviser 

Item 4 of this Form ADV Part 2A. 

Description of the direct compensation to be paid 
to Advisor 

Item 5 of this Form ADV Part 2A and paragraph 2 
of the client plan’s investment management 
agreement with the Firm. 

Description of the indirect compensation Advisor 
might receive from third parties in connection 
with providing  services to covered ERISA plans, 
if any 

Items 12 and 14 of this Form ADV Part 2A 

Description of the compensation to be shared 
between Advisor and any third party or any 
affiliated entity, if any 

Item 14 of this Form ADV Part 2A. 

Compensation that Advisor will receive upon 
termination of its agreement to provide 
investment management services, if any 

Item 5 of this Form ADV Part 2A. 
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ITEM 4:  ADVISORY BUSINESS 

Who we are 

HC Financial is a financial planning and investment advisory firm that offers services on a fee only basis.   
We are based in Lafayette, CA, and have been serving clients throughout the Bay Area and beyond for 
over twenty five years. Our principal officers are Margaret (“Peggy”) Cabaniss, President, Stephen Biggs, 
Karla McAvoy, and Andrew Byron 

Services we offer 

HC Financial Advisors, Inc. is an investment advisory firm offering financial management to individuals 
and their families.   

Our services include: 

· Preparation of a financial plan that identifies the client’s objectives and provides analysis of their 
assets, cash flow, insurance, income taxes, retirement needs, and estate planning needs. 

· Development and implementation of an investment plan that balances the client’s specific need for 
growth and income with their tolerance for risk and portfolio volatility.   

· Continuous monitoring of investments, markets, and the client’s situation.   

· Rebalancing of investments and help managing cash flows into or out of the client’s investment 
accounts.   

· Regular meetings with the client to review their goals and objectives, financial plans, and 
investments.   

· Coordination with other professionals, including the client’s estate planning attorney, accountant, 
and/or insurance agent to ensure that all of the client’s financial needs are met.  

· Portfolio reporting, including quarterly investment appraisals, year-end portfolio performance 
analysis, and annual tax reports.   

Clients can impose restrictions on investing in certain securities or types of securities.  These restrictions 
should be noted by the client on the Investment Policy Statement and should be reviewed annually by the 
client to make sure they are still applicable.   

To the extent any client is a retirement plan or other employee benefit plan subject to  the Employee 
Retirement Income Security Act of 1974, as amended ("ERISA"), and depending upon the investment 
management services provided by us, the Firm may be considered a “fiduciary” under ERISA. 

Assets under management 

As of December 31, 2013, we manage assets of $243.2 million on a discretionary basis.  We do not 
manage assets on a non-discretionary basis.   
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ITEM 5:  FEES AND COMPENSATION 

Investment Management Services 

The annual fee for investment management is based on the assets we manage.  The fee includes both 
ongoing investment management and financial planning.   

The charge for investment management is: 

1% for the first $1,000,000 under management 
plus 0.75% for additional assets managed up to $3,000,000 
plus 0.60% for additional assets managed up to $5,000,000 
plus 0.50% for additional assets managed up to $10,000,000 
assets managed above $10,000,000 – negotiable 

The minimum fee for this service is $10,000 ($1,000,000 under management).   

The client’s investment management fee to the Firm is determined in accordance with the above standard 
fee structure, with exceptions negotiated on a case-by-case basis at our discretion.  Services provided for 
the above fees are for investment advice and quarterly reporting of asset holdings, valuations and 
performance reviews.  The Firm, in its sole discretion, may negotiate to charge a different investment 
management fee based upon, among other criteria, anticipated future earning capacity, anticipated future 
additional assets, dollar amount of assets to be managed, related accounts, account composition, pre-
existing client relationship, account retention and/or pro bono activities. 

Our annual fee is calculated at the beginning of each year by applying the fee schedule to the prior year’s 
ending values for the managed assets.  This annual fee is then divided into four equal parts, which are 
billed at the end of each quarter.   

Additional fees may apply to clients needing services beyond those described here; however, these 
additional fees are not common and are always approved by the client in advance.   

Clients customarily authorize HC Financial to deduct its quarterly investment advisory fee directly from 
their custodial account.  This authorization is granted under the terms of the client’s signed investment 
management agreement and the client’s instructions to their custodian.  Clients receive an invoice each 
quarter which states our fee and how it is to be paid. In addition, clients receive a statement from their 
custodian which shows their holdings and all contributions and withdrawals from their accounts.  In these 
cases, it is the client’s responsibility to verify the accuracy of the fee calculation, as the custodian will not 
determine whether the fee is properly calculated. 

At the discretion of the Firm, clients may arrange to pay their fee directly to the Firm.  Under this 
arrangement, payment is due upon client’s receipt of our billing invoice. 

Termination of Advisory Relationship 

Clients may terminate the advisory relationship upon two week’s written notice to the Firm.  The Firm 
does not assess any fees related to termination but will be entitled to all management fees earned up to the 
date of termination.  Any earned investment management fees owed to the Firm will be billed to the 
client, or where authorized, deducted from the client’s account, on a pro rata basis determined on the 
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amount of time expired in the billing period. Any unearned prepaid management fees will be refunded to 
the client.  Any unearned prepaid financial planning or financial consultation fees will be refunded to the 
client.  Any unpaid financial planning or consultation fees will be billed to the client for immediate 
payment or deducted from the client’s retainer. 

Use of Margin 

We recommend that clients authorize the use of margin in their account.  We utilize margin as a 
temporary measure for short-term cash needs rather than as an investment strategy.  If you authorize the 
use of margin, and margin is used for your portfolio, the market value of your account and corresponding 
fee payable by the client to HC Financial may be increased.  We limit the risk inherent in using margin by 
using it solely as a short-term cash strategy rather than for investment purposes.  In addition to 
understanding and assuming the additional principal risks associated with the use of margin, clients 
authorizing margin are advised of the potential conflict of interest whereby the client’s decision to employ 
margin may correspondingly increase the management fee payable to HC Financial.  Accordingly, the 
decision as to whether to employ margin is left to the sole discretion of client. 

General Fee Disclosure 

We believe our investment management fees are competitive with the fees charged by other investment 
advisors in the San Francisco Bay area for comparable services.  However, comparable services may be 
available from other sources for lower fees than those charged by HC Financial. 

HC Financial receives no sales commissions on investment products purchased or sold for client 
accounts. 

We do not provide clients advice as to the tax deductibility of our advisory fees.  Clients are directed to 
consult a tax professional to determine the potential tax deductibility of the payment of advisory fees. 

Custodian and Brokerage Fees 

Clients incur certain charges imposed by their custodians and other third parties such as custodial fees, 
deferred sales charges, odd-lot differentials, transfer taxes, wire transfer and electronic fund fees, and 
other fees and taxes on brokerage accounts and securities transactions.  Additionally, clients will incur 
charges by the executing broker-dealer in the form of brokerage commissions and transaction fees on the 
investment transactions entered into for their account(s).  All of these charges, fees and commissions are 
in addition to Advisor’s investment management fee. 

Additional information about brokerage costs and services is provided in “Item 12:  Brokerage Practices.”   

Fund Disclosures 

Investment vehicles such as mutual funds, closed-end funds, exchange traded funds and alternative 
investment funds offer a wide range of objectives and strategies; the types of securities held by such funds 
vary widely depending upon the specific objectives and strategies of the vehicle.  These investment 
vehicles incur brokerage and other expenses and their sponsors typically compensate themselves through 
fees charged directly to the fund. Clients indirectly pay for the expenses and advisory fees charged by the 
funds in which their assets are invested in addition to the advisory fee charged by HC Financial. 
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All such funds incur operating expenses in connection with the management of the fund.  Investment 
funds pass some or all of these expenses through to their shareholders (the individual investors in the 
funds) in the form of management fees.  The management fees charged vary from fund to fund.  In 
addition, funds charge shareholders (individual investors in the funds) other types of fees such as early 
redemption or transaction fees.  These charges also vary widely among funds.  As a result, clients will 
still pay management fees and other, “indirect” fees and expenses as charged by each mutual fund (or 
other fund) in which they are invested. 

Clients are provided a copy of a fund prospectus for each fund in which they invest by their custodian or 
by the fund sponsor rather than by HC Financial.  As required by law, a prospectus represents the fund’s 
complete disclosure of its management and fee structure.  In addition, a fund’s prospectus can be obtained 
directly from the fund. 

Bond Disclosure 

Clients whose assets are invested in bonds purchased directly from an underwriter or on the secondary 
market may pay a sales credit or sales concession on the trade (in lieu of a sales commission).  The 
client’s custodian may also impose a fee on the transaction as well. 

Financial Planning 

Effective July 1, 2007, we are no longer accepting new financial planning-only engagements.  We feel 
that we can best help clients achieve their goals by working with them on both the creation and 
implementation of their financial plans – a process that takes time and more frequent interactions.  We 
would welcome the opportunity to talk to you about ongoing investment management, which includes 
financial planning services. 

Financial planning clients who worked with us on an hourly basis prior to July 1, 2007 may return 
periodically for plan updates.  In addition, we may work with associates and family members of existing 
clients on an hourly basis.  This work is billed at a current rate of $250 per hour.   

You may pay for financial planning services by check or cash.   

You may cancel our financial planning agreement at any time by providing written notice.  Upon 
cancellation, we will present you with an invoice for time spent.  This invoice is payable upon receipt.   

Engagement Letter 

Occasionally, HC Financial Advisors, Inc. will sign an engagement letter with an hourly fee client.  An 
engagement letter is typically used if the services to be provided are to extend over a period of time 
greater than one month or are to extend beyond a one-time financial plan or review. 

ITEM 6:  PERFORMANCE-BASED FEES AND SIDE-BY-SIDE MANAGEMENT 
 
We do not receive performance fees for managing accounts.   
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ITEM 7:  TYPES OF CLIENTS 
 
We work primarily with individuals and families.  Our clients include professionals, business owners, 
retirees, widows, and families needing intergenerational financial planning. We also provide investment 
management services to several endowment and pension plans. 

Effective July 1, 2010, we require that new clients for investment management services pay a minimum 
annual fee of $10,000 (based on our $1,000,000 account minimum).  However, we may waive that 
minimum at our sole discretion.   

ITEM 8:  METHODS OF ANALYSIS, INVESTMENT STRATEGIES AND RISK OF LOSS 
 
We start our analysis by looking at the overall economy and establishing targets for various asset classes.  
We then use fundamental analysis in selecting individual investments.  Our main sources of information 
come from financial newspapers and magazines, research materials prepared by others, corporate rating 
services, annual reports, prospectuses, filings with Securities and Exchange Commission, and company 
press releases. 

Investments are selected to meet the goals and objectives of the client as well as to offer diversification, 
adequate cash flow, capital appreciation potential, and appropriate tax shelter.  Most portfolios are 
diversified globally through multiple asset classes using individual stocks and bonds as well as mutual 
funds.   

Our philosophy in managing stock portfolios is to look for stable, well capitalized stocks with a record of 
steady growth in both sales and earnings that look attractively priced by various valuation measures.  We 
keep in mind the client’s need for safety, capital appreciation, and yield, and use these criteria in building 
an industry balanced portfolio.  We purchase securities with the intention of holding them long term.  We 
continually monitor the stock holdings of all clients in order to keep informed about changes in sales, 
earnings, and events at each company.  

When clients do not have sufficient assets to purchase individual stocks or when clients prefer to use the 
additional diversification available with mutual funds, we use no load mutual funds to construct a 
portfolio.  We select funds which have a consistent, long term track record, stable management, low fees, 
and conservative investment policies.  In order to build a diversified portfolio, we select funds with 
different investment philosophies such as value, growth, large cap, small/medium cap, and international. 

Our primary concern in managing fixed income investments is safety of principal.  We typically build 
portfolios of quality bonds and government obligations with staggered maturities over a 1 to 8 year 
period.  Our intent is to hold these investments until maturity.  This strategy reduces the interest rate 
sensitivity of the portfolio and helps to insure safety of principal.   

In addition to using individual bonds for the fixed-income portion of the portfolio, we will often use 
specialty bond funds to add further diversification.  Examples of these funds include TIPS funds, asset-
backed bond funds, global bond funds, and/or mortgage based funds.   

Last, we will occasionally use a small percentage of alternative investments for the purpose of adding 
non-correlated assets and reducting the overall volatility of the portfolio.   
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All securities investments carry risk, including the risk that an investor may lose a part or all of his or her 
initial investment.  Risk refers to the uncertainty that the actual return the investor realizes could differ 
from the expected return.  Investors face a variety of risks either through direct ownership of securities or 
indirectly through securities owned by pooled investment vehicles such as mutual funds.  Risks include 
the following:  Interest rate risk, market risk, inflation risk, currency risk, reinvestment risk, business risk, 
liquidity risk, and financial risk.  Due to these factors, we believe in building diversified portfolios of 
investments so as to spread out the risk among various asset classes, industry groups, individual stocks, 
and bonds. 

Our portfolios have relatively low turnover rates.  To reduce risk, we primarily invest in "blue chip" 
companies with quality balance sheets, a variety of products, and a track record of increased sales and 
earnings.   

All investments involve different degrees of risk. You should be aware of your risk tolerance level and 
financial situation at all times.  We cannot guarantee the successful performance of an investment and we 
are expressly prohibited from guaranteeing accounts against losses arising from market conditions.   

ITEM 9:  DISCIPLINARY INFORMATION 
 
Registered investment advisors are required to disclose any material facts regarding any legal or 
disciplinary actions that would be material to your evaluation of the investment advisor and each 
investment advisor representative providing investment advice to you.  We have no information of this 
type to report.   

ITEM 10:  OTHER FINANCIAL INDUSTRY ACTIVITIES AND AFFILIATIONS 
 
As a registered investment advisor, we are required to disclose when we or our principal have any other 
financial industry affiliations.  Neither we nor our principal has outside business affiliations.   

ITEM 11:  CODE OF ETHICS, PARTICIPATION OR INTEREST IN CLIENT 
TRANSACTIONS AND PERSONAL TRADING 

Code of Ethics 

We have adopted a set of enforceable guidelines (Code of Ethics), which describes unacceptable conduct by 
HC Financial and our associated persons.  Summarized, this Code of Ethics prohibits us from: 

· placing our interests before yours, 

· using non public information gathered when providing services to you for our own gains, or  

· engaging in any act, practice or course of business that is, or might be considered, fraudulent, 
deceptive, manipulative, or in violation of any applicable law, rule or regulation of a 
governmental agency.   

Please contact us if you would like to receive a full copy of this Code of Ethics.   
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Personal Trading for Associated Persons 

We may buy or sell some of the same securities for you that we already hold in our personal account.  We 
may also buy for our personal account some of the same securities that you already hold in your account.  
It is our policy not to permit our associated persons (or their immediate relatives) to trade in a way that 
takes advantage of price movements caused by your transactions.   

We may restrict trading for a particular security for our accounts or those of our associated person if there 
is a pending trade in that security in a client account.  Trades for our accounts (and those of our associated 
persons) will be placed as part of a block trade with client trades, or individually after client trades have 
been completed.  Additional information about block trades is provided in the Aggregation of Orders 
section of “Item 12:  Brokerage Practices.”  When our trades are placed after our client trades, we may 
receive a better or worse price than that received by the client.   

HC Financial and its associated persons may purchase or sell specific securities for their own account 
based on personal investment considerations without regard to whether the purchase or sale of such 
security is appropriate for clients.   

All persons associated with us are required to report all personal securities transactions to us quarterly.   

ITEM 12:  BROKERAGE PRACTICES 

The Custodian and Brokers We Use   

We do not maintain custody of your assets that we manage, although we may be deemed to have custody 
of your assets if you give us authority to withdraw assets from your account (see “Item 15:  Custody”).  
Your assets must be maintained in an account at a “qualified custodian,” generally a broker/dealer or 
bank.  We recommend that our clients use Charles Schwab & Co., Inc.  (“Schwab”), a registered 
broker/dealer, member SIPC, as the qualified custodian.  We are independently owned and operated and 
are not affiliated with Schwab.  Schwab will hold your assets in a brokerage account and buy and sell 
securities when we instruct them to.  While we recommend that you use Schwab as custodian/broker, you 
will decide whether to do so and will open your account with Schwab by entering into an account 
agreement directly with them.  We do not open the account for you, although we may assist you in doing 
so.   

Even though your account is maintained at Schwab, we can still use other brokers to execute trades for 
your account as described below (see “Your Brokerage and Custody Costs”).   

How We Select Brokers/Custodians 

We seek to recommend a custodian/broker who will hold your assets and execute transactions on terms 
that are, overall, most advantageous when compared to other available providers and their services.  We 
consider a wide range of factors, including, among others:  

· Combination of transaction execution services and asset custody services (generally without a 
separate fee for custody)  

· Capability to execute, clear, and settle trades (buy and sell securities for your account)  
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· Capability to facilitate transfers and payments to and from accounts (wire transfers, check 
requests, bill payment, etc.)  

· Breadth of available investment products (stocks, bonds, mutual funds, exchange-traded funds 
(ETFs), etc.)  

· Availability of investment research and tools that assist us in making investment 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 service to us and our other clients  

· Availability of other products and services that benefit us, as discussed below (see “Products and 
Services Available to Us From Schwab”)  

Your Brokerage and Custody Costs 

For our clients’ accounts that Schwab maintains, Schwab generally does not charge you separately for 
custody services but is compensated by charging you commissions or other fees on trades that it executes 
or that settle into your Schwab account.  In addition to commissions, Schwab can charge you a flat dollar 
amount as a “prime broker” or “trade away” fee for each trade that we have executed by a different 
broker-dealer but where the securities bought or the funds from the securities sold are deposited (settled) 
into your Schwab account.  These fees are in addition to the commissions or other compensation you pay 
the executing broker-dealer.  Because of this, in order to minimize your trading costs, we have Schwab 
execute most trades for your account.  We have determined that having Schwab execute most trades is 
consistent with our duty to seek “best execution” of your trades.  Best execution means the most favorable 
terms for a transaction based on all relevant factors, including those listed above (see “How We Select 
Brokers/Custodians”). 

Products and Services Available to Us From Schwab 

Schwab Advisor Services™ (formerly called Schwab Institutional®) is Schwab’s business serving 
independent investment advisory firms like us.  They provide us and our 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 us manage or administer our clients’ accounts, while others help us manage 
and grow our business.  Schwab’s support services generally are available on an unsolicited basis (we 
don’t have to request them) and at no charge to us.  Following is a more detailed description of Schwab’s 
support services: 

Services That Benefit You.   

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 we might not otherwise have access or that would require a 
significantly higher minimum initial investment by our clients.  Schwab’s services described in this 
paragraph generally benefit you and your account. 



 

Page 10 

Services That May Not Directly Benefit You.   

Schwab also makes available to us other products and services that benefit us but may not directly benefit 
you or your account.  These products and services assist us in managing and administering our clients’ 
accounts.  They include investment research, both Schwab’s own and that of third parties.  We may use 
this research to service all or a substantial number of our clients’ accounts, including accounts not 
maintained at Schwab.  In addition to investment research, Schwab also makes available software and 
other technology that: 

· Provide access to client account data (such as duplicate trade confirmations and account 
statements)  

· Facilitate trade execution and allocate aggregated trade orders for multiple client accounts 

· Provide pricing and other market data 

· Facilitate payment of our fees from our clients’ accounts 

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

Services That Generally Benefit Only Us.   

Schwab also offers other services intended to help us manage and further develop our business enterprise.  
These services include: 

· Educational conferences and events 

· Consulting on technology, compliance, legal, and 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 us.  Schwab may also discount or waive its fees for some of these services or 
pay all or a part of a third party’s fees.  Schwab may also provide us with other benefits, such as 
occasional business entertainment of our personnel.   

Aggregation of Orders 

There are occasions on which portfolio transactions will be executed as part of concurrent authorizations 
to purchase or sell the same security for another client or one or more of our associated persons.   

We may choose to block (aggregate) trades for your account with those of other client accounts and 
personal accounts of persons associated with HC Financial.  When this occurs, an allocation statement is 
prepared specifying the client accounts that will participate and the amount each client is to receive, based 
on client investment goals and objectives.  If the aggregated order is only partially filled, it is allocated on 
a pro rata basis based on the allocation statements.  Clients will receive the same price per share for the 
security or mutual fund purchased.  The price is calculated by averaging the price of all of the shares 
traded.  Due to the averaging of price over all of the participating accounts, aggregated trades could be 
either advantageous or disadvantageous.  Commission costs are not averaged.  You will pay the same 
commission whether your trade is placed as part of a block or on an individual basis.  The objective of the 
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aggregated orders will be to allocate the executions in a manner that is deemed equitable to the accounts 
involved.   

Our normal practice is to place trades on an individual account during the quarterly review process.  Each 
client account is reviewed individually and orders are placed as the review for each client is completed.  
This process may be completed over the course of several weeks.  Orders are aggregated only when we 
are taking action on a specific security for a significant number of clients.   

Directed Brokerage 

You may instruct us to execute any or all securities transactions for your account with or through one or 
more broker/dealers designated by you.  In these cases, you are responsible for negotiating the terms and 
conditions (including, but not limited to, commission rates) relating to all services to be provided by the 
broker/dealers and you are satisfied with the terms and conditions.  We have no responsibility for 
obtaining the best prices or any particular commission rates for transactions with or through the 
broker/dealer in these situations.  You recognize that you may not obtain rates as low as you might 
otherwise obtain if we had discretion to select broker/dealers other than those chosen by you.  If you 
would like us to cease executing transactions with or through the designated broker/dealer you must 
notify us in writing.   

Soft Dollars 

“Soft dollars” are typically generated when an investment advisor enters into an agreement with an 
executing broker to receive a portion of the commissions generated by the advisor’s client trades.  The 
soft dollars are allocated to the investment advisor and can then be used to purchase items or services.  
The investment advisor has a fiduciary duty to its clients to obtain best execution, on an overall basis, for 
any securities transactions.   

We do not use soft dollars as described above.  The SEC recently changed the wording of certain 
questions on the Form ADV and has indirectly changed the definition of soft dollars.  Due to the new 
wording, the receipt of goods and/or services from a third party in connection with providing advice to 
clients could be seen as “soft dollars.”  The additional services we receive from Schwab, as disclosed in 
the section entitled “Products and Services Available to Us From Schwab” above, would fall under this 
description of soft dollars.   

ITEM 13:  REVIEW OF ACCOUNTS 

Investment Management 

All reviews of investment accounts are conducted on a quarterly basis or more frequently depending upon 
the client's situation and objectives and market conditions.  Additional reviews may be triggered by 
changes in a number of areas including the client's goals and objectives, income and expenses, tax 
situation, family status, gifts and inheritance, health changes, or any other material change in the client's 
life.  All managed accounts are reviewed on the same level: there are no different levels of reviews.   

All reviews are completed by members of the investment committee, which includes Peggy S. Cabaniss, 
President of HC Financial Advisors, and Stephen Biggs, CFA.   
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Investment management clients receive quarterly reports on their investment portfolios which are being 
managed by HC Financial Advisors.  In addition, they receive the following reports on an annual basis: 
performance reports, realized gains and losses for taxable accounts.  Clients also receive monthly 
statements from the custodian for their brokerage account. 

Financial Planning 

Client's financial plans are reviewed during the client's "Annual Review" meeting.  Ideally, clients are 
asked to meet for a formal review on an annual basis.  An annual review includes an update of the 
following financial information for a client: goals and objectives, net worth, cash flow analysis, income 
tax review, insurance review, estate planning review, and retirement forecast.   

Financial planners at the firm conduct the annual reviews with clients.  Current planners are Peggy S. 
Cabaniss, President and Karla J. McAvoy, CFP.   

Financial planning reports are provided to clients whenever they meet for their annual review. 

ITEM 14:  CLIENT REFERRALS AND OTHER COMPENSATION 
 
We receive an economic benefit from Schwab in the form of the support products and services 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 conflicts of interest are 
described above (see “Item 12:  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. 

We do not directly or indirectly compensate anyone for client referrals.   

ITEM 15:  CUSTODY 
 
If you give us authority to deduct our fees directly from your separately managed account, we have 
custody of those assets.  In order to avoid additional regulatory requirements in these cases, we follow the 
procedures outlined in “Item 5:  Fees and Compensation.”  You will also receive quarterly statements 
directly from the custodian of the account that details all transactions in the account.  They will be sent to 
the email or postal mailing address you provide to the Custodian.  You should carefully review those 
statements promptly when you receive them.  We also urge you to compare account statements from your 
Custodian to the periodic portfolio reports you will receive from us.   

HC Financial does not maintain physical custody of client funds or securities.  We are unable to take even 
temporary possession of client assets for the purpose of transferring them to the client’s account.  Each 
client has a direct relationship with their custodian and is responsible for making deposits to and 
withdrawals from their account as necessary.  HC Financial is given the authority to receive payment of 
its management fees directly from the account, but it is not authorized to make any other withdrawals or 
to transfer money out of the account to a third party. 
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ITEM 16:  INVESTMENT DISCRETION 
 
As one of the conditions of managing your account, you are required to provide discretionary authority 
for us to manage your assets.  Discretionary authority means that you are giving us a limited power of 
attorney to place trades on your behalf.  This limited power of attorney does not allow us to withdraw 
money from your account, other than advisory fees if you agree to give us that authority.   

You grant us discretionary authority by completing the following items: 

· Sign a contract with us that provides a limited power of attorney for us to place trades on your 
behalf.  Any limitations to the trading authorization will be added to this agreement. 

· Provide us with discretionary authority on the new account forms that are submitted to the 
broker/dealer acting as custodian for your account(s). 

If a client wishes to place limitations on our discretionary authority to place trades for their accounts, 
those instructions should be written and part of either the investment advisory agreement or the most 
current Investment Policy Statement.  Limitations would typically relate to large holdings or specific 
client wishes regarding socially responsible investment choices (such as no liquor stocks).  We do not 
accept non-discretionary accounts for management.   

ITEM 17:  VOTING CLIENT SECURITIES 
 
We do not accept the authority to vote proxies on your behalf and we do not provide guidance about how 
to vote proxies.  You will receive proxies and other related paperwork directly from your custodian.   

ITEM 18:  FINANCIAL INFORMATION 
 
We do not charge or solicit pre-payment of more than $1,200 in fees per client six months or more in 
advance. We have never filed for bankruptcy and are not aware of any financial conditions that are 
reasonably likely to impair our ability to meet our contractual obligations to clients. 


