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training.    
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Item 2: Material Changes 

Lassus Wherley & Associates, P.C. will update this Brochure at a minimum annually and more 
frequently in the event of a material change in certain information.   

Lassus Wherley & Associates, P.C.’s business activities have not changed materially since the 

last update on June 26, 2014.   

If you would like to receive a complete copy of Lassus Wherley & Associates, P.C.’s Brochure, 
please contact us at 908-464-0102 or lwa@lassuswherley.com.  

  

mailto:lwa@lassuswherley.com


 

3 
Lassus Wherley & Associates, P.C. 

Item 3: Table of Contents 

 Item 1: Cover Page 1 

 Item 2: Material Changes 2 

 Item 3: Table of Contents 3 

 Item 4: Advisory Business 4 

 Item 5: Fees and Compensation 7 

 Item 6: Performance-Based Fees and Side-By-Side Management 12 

 Item 7: Types of Clients 12 

 Item 8: Methods of Analysis, Investment Strategies and Risk of Loss 12 

 Item 9: Disciplinary Information 14 

 Item 10: Other Financial Industry Activities and Affiliations 15 

 Item 11: Code of Ethics, Participation or Interest in Client Transactions and Personal Trading
 15 

 Item 12: Brokerage Practices 16 

 Item 13: Review of Accounts 19 

 Item 14: Client Referrals and Other Compensation 20 

 Item 15: Custody 20 

 Item 16: Investment Discretion 20 

 Item 17: Voting Client Securities 21 

 Item 18: Financial Information 21 

  



 

4 
Lassus Wherley & Associates, P.C. 

Item 4: Advisory Business 

Lassus Wherley & Associates, P.C. (“LWA”) is a professional corporation formed on March 27, 
1985, in the State of New Jersey and became an SEC Registered Investment Adviser Firm in July, 
1986. There are no intermediate subsidiaries.  The major decisions of a strategic and 
administrative nature for LWA are made by its Executive Team, which consists of its founders 
and principal owners, Diahann W. Lassus, MBA, CFP®, CPA/PFS, President and Clare E. Wherley, 
MBA, CPA, CFP®, Chief Executive Officer, and Deborah J. Rivosa, MBA, CFP®, CFA, Chief 
Compliance Officer and Director, Business Development.  

LWA has established an incentive compensation plan known as the LASSUS WHERLEY RESTRICTED 

STOCK AWARD PLAN (the “Plan”) intended to allow employees of LWA to acquire or increase equity 
ownership in LWA, thereby strengthening their commitment to the success of LWA and to assist 
LWA in attracting new employees and retaining existing employees. The number of shares 
reserved for delivery under the Plan is 10% of all authorized shares of LWA.  

LWA is a wealth management firm providing a wide range of services to individuals, couples, 
families, pension and profit sharing plans, trusts, estates, charitable organizations, corporations 
and other business entities.  LWA’s services include Fee-Only financial planning, investment 
management, tax preparation, trust and family office support. LWA uses a flexible team 
approach to meet the needs of its clients. 

LWA is a Fee-Only firm so its compensation comes only from fees paid directly by clients. LWA 
does not sell products and does not accept any commissions.  LWA does not accept or pay 
referral fees. LWA does not receive any benefits from its custodians based on securities 
transactions (soft dollar benefits).  All professionals are required to act in the best interests of 
LWA’s clients at all times and sign a Fiduciary Oath annually.   

LWA actively seeks to avoid, or at least minimize, conflicts of interest which may exist. Assets 
under LWA’s direct management are held by three independent qualified custodians. Although 
LWA does not act as a custodian of client assets, it may at times be considered by the SEC to 
technically have “custody” over certain types of accounts held at its custodians.  However, all 
investment advisory firms will likely possess some unavoidable conflicts of interest.  In those 
instances when conflicts of interest arise, LWA has adopted policies which seek to keep the best 
interests of its clients paramount at all times.  Please see Item 15 (Custody) for more 
information.  

Prior to engaging LWA, a proposal is sent to prospective clients outlining the issues and items to 
be covered and the cost, based on responses in a questionnaire and/or information gathered in 
meetings. Clients will also receive a contractual memorandum of engagement that puts this 
information in writing. There is no charge up to this point. The signed memorandum confirming 
the terms and conditions of the engagement and receipt of the deposit (if applicable) begin the 
relationship. 

LWA offers a variety of broad-based services.  Financial planning service is available as 
part of the Wealth Builder and Wealth Management Programs and as an 
accompaniment to investment management service.  Financial planning service on a 
standalone basis not accompanied by investment management service is generally not 
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available unless an exception is granted by LWA. Investment management service is 
available as part of the Wealth Builder and Wealth Management Programs and is also 
available on a standalone basis.  

Financial Planning  

This service includes the preparation of an initial plan for clients and depending on the program 
and the clients’ objectives may, but is not required to, include advice in the following areas: 
cash flow, retirement, education, investments, executive compensation, tax planning, 
insurance, estate planning, and business issues. Plans may be prepared in segments, covering 
perhaps two or three areas at a time depending on the client’s prioritized needs. At a minimum 
an Investment Plan will be prepared. LWA will provide a list of recommendations to the client. 
The client is solely responsible for implementation (with the exception of investment 
management service) and is free to accept or reject any recommendation from LWA. If the 
client requests assistance in implementing any recommendation, LWA will provide assistance 
where it believes value can be added. Neither LWA, nor any person associated with LWA, serves 
as an attorney or insurance agent, and no portion of LWA’s services should be construed as 
same. To the extent requested by a client, LWA may recommend the services of other 
professionals for certain non-investment implementation purposes (i.e. attorneys, insurance 
agents, etc.).  The client is under no obligation to engage the services of any such 
recommended professional.  

Please note:  If the client engages any such recommended professional, LWA’s role shall 
be that of facilitator between the client and the engaged professional.  If  a dispute 
arises thereafter relative to such engagement, the client agrees to seek recourse 
exclusively from and against the engaged professional. 

It is the client’s responsibility to provide LWA with all the information required to prepare a 
financial plan. In performing its services, LWA shall not be required to verify any information 
received from the client and/or from the client’s other professionals or previous custodian, 
including cost basis, and is expressly authorized to rely thereon.  Moreover, it remains the 
client’s responsibility to promptly notify LWA if there is ever any change in his/her/its financial 
situation or investment objectives for the purpose of reviewing/evaluating/revising LWA’s 
previous recommendations and/or services. 

The founders and employees of LWA believe strongly in the importance of building long-term 
relationships to achieve a better financial future.  As such, financial planning service is only 
available as part of an ongoing investment management relationship unless an exception is 
granted by LWA. Although clients are, of course, free to discontinue its services at any time, 
LWA accepts new clients only where there is a mutual expectation of an ongoing investment 
management relationship.  

Investment Management 

This service begins with the preparation of a written Investment Plan.  This document evaluates 
the client’s current investment strategy, considers both investment and life goals and presents 
the recommended strategy for management of the client’s financial assets.  This service 
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provides for the ongoing individual management of the account(s), including placing orders, 
quarterly investment reports and other reports, and meetings as required. Investment 
management service can be provided for most types of accounts.  

Candidates for Investment Management Service generally have investable assets at the onset 
of the relationship in the range of $900,000 to $1,500,000. The initial amount of investable 
assets could be less if there is a commitment to a high rate of saving. 

LWA advises clients to have the Investment Plan prepared before investing money. The plan 
will identify the target rate of return needed to achieve their long-term goals and objectives. If 
an arbitrary target rate of return is chosen by the client, the likely result is either the 
assumption of unnecessary risk with a target that is too high or not attaining long-term goals 
with a target that is too low.  

LWA recommends that clients hire the firm to manage their entire investment portfolio to 
make every effort to obtain their target rate of return. If clients choose not to hire LWA to 
manage all their investable assets, then they may assume unnecessary risks or not have enough 
wealth to achieve their goals.  A conflict of interest exists here since fees paid to LWA for 
investment management service are based on assets under its management.  If the portfolio 
contains only a portion of the client’s total assets LWA shall only be responsible for those assets 
that the client has designated to be the subject of LWA’s investment management service.  
LWA does not generally accept clients that split accounts between various advisors. 

LWA’s investment strategy does not typically include market timing, purchasing individual 
securities or using mutual funds with active managers who try to beat their benchmarks. LWA 
will evaluate all publicly traded investments, but primarily recommends no-load and 
institutional asset class mutual funds, and exchange-traded funds (“ETFs”), with low annual 
expense ratios and low internal transaction costs. LWA prefers to use index mutual funds but 
recognizes that in certain areas actively managed mutual funds can add value.  

Please note: Different types of investments involve varying degrees of risk, and it should 
not be assumed that future performance of any specific investment or investment 
strategy (including the investments and/or investment strategies recommended or 
undertaken by LWA) will be profitable or equal any specific performance level(s).  

Please see Item 8 (Methods of Analysis, Investment Strategies and Risk of Loss) for more 
information. 

Wealth Management Program 

This Program offers initial broad-based financial planning service with reviews and updates as 
required and ongoing investment management service.  These services are described in more 
detail above.   

Candidates for the Wealth Management Program generally have investable assets at the onset 
of the relationship in the range of $1,500,000 and greater and complex financial planning 
needs.  The initial amount of investable assets could be to some extent less because the 
inclusion of financial planning in the services offered for one combined fee makes the program 
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cost effective overall for clients with a lesser amount of initial investable assets who have 
complex financial planning needs.   

Wealth Builder Program 

This Program offers initial basic financial planning service and an ongoing standard target asset 
allocation approach to investment management service.  These services are described in more 
detail above.  Ongoing financial planning service is not included but can be provided at an 
additional cost.  

Candidates for the Wealth Builder Program generally have investable assets at the onset of the 
relationship in the range of $300,000-$900,000 and basic financial planning needs.  The initial 
amount of investable assets could be less if there is a commitment to a high rate of saving.   

Wealth Builder candidates generally are in their 30’s and 40’s, are professionals or hold junior 
or mid-level positions where they work, and are in a career-building, asset-gathering point in 
their lives.  

Additional Services 

LWA offers additional services such as executive compensation analysis and ongoing review and 
administrative services (e.g. bill-paying services, tax preparation services, etc.). Tax preparation 
services are generally only available to investment management clients. 

LWA provides trust services to clients through National Advisors Trust Company. National 
Advisors Trust is the largest federally chartered trust company created by Registered 
Investment Advisers for the benefit of their clients. Working with National Advisors Trust, LWA 
is able to deliver a broad-based trust service solution to clients. 

Please see Item 5 (Fees and Compensation) for more information. 

In general, investment management service is tailored to meet individual needs of clients.  
While standard target asset allocations may be used for some clients, particularly in the Wealth 
Builder Program, most clients have individually designed portfolios.  LWA may also evaluate 
investments held in retirement plan accounts when constructing an overall investment 
portfolio for clients. Clients may impose reasonable  restrictions on investing in certain 
securities or types of securities as documented in the Investment Policy Statement.  

LWA does not participate in any wrap-fee programs.  

As of March 31, 2014, LWA provided advice on approximately $425,985,140 of financial assets 
for approximately 326 relationships. All assets are managed on a discretionary basis. 

Item 5: Fees and Compensation  

LWA’s fees are based on a percentage of assets under management, hourly charges and fixed 
fees.  Unless otherwise agreed to in writing, fees for all services provided are based on the 
corresponding standard fee schedule.  
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Financial Planning  

Fees are determined using the time and expertise required based on standard hourly rates.  The 
following schedule would apply primarily to investment management-only clients who later 
choose to engage LWA for this additional service since financial planning service is not provided 
separate from an investment management relationship unless an exception is granted by LWA: 

 

Principal $500 

Senior Planner   300 

Certified Public Accountant   275 

Certified Financial Planner™  Professional   250 

Associate Planner    175 

 
The minimum fee for the financial plan is $5,000. Fees could range from $5,000 up to $15,000 
or more based on the complexity of the client’s circumstances. LWA estimates the hours 
required by reviewing the completed questionnaire and documents provided, obtaining an 
understanding of the client’s objectives, concerns and issues, and identifying all the areas that 
should be addressed in the financial planning process.  The hours required to complete a plan 
will vary based on the complexity of the engagement and the number of areas to be addressed 
in the plan.  These fees are established based on cost and are subject to change with thirty 
days’ written notice to the client.   

Investment Management 

Fees are based on a percentage of assets under management according to the following 
standard investment management fee schedule: 

Minimum Annual Fee: $10,000  

Assets Under Management Annual Fees 

$ 0 to $ 2,000,000 .90% of assets 

$ 2,000,001 to  $ 5,000,000 $ 18,000 plus .75% of assets over $2,000,000 

$ 5,000,001 to $ 10,000,000 $ 40,500 plus  .50% of assets over $5,000,000 

$ 10,000,001 to $ 25,000,000 $ 65,500 plus .40% of assets over $10,000,000 

$ 25,000,001 and above $125,500 plus .20% of assets over $25,000,000 

Wealth Management Program 

Fees for initial broad-based financial planning service with reviews and updates as required and 
ongoing investment management service are based solely on a percentage of the assets under 
management according to the following fee schedule:  

Minimum Annual Fee: $15,000  
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Assets Under Management Annual Fees 

$ 0 to $ 2,000,000 .90% of assets 

$ 2,000,001 to  $ 5,000,000 $ 18,000 plus .75% of assets over $2,000,000 

$ 5,000,001 to $ 10,000,000 $ 40,500 plus  .50% of assets over $5,000,000 

$ 10,000,001 to $ 25,000,000 $ 65,500 plus .40% of assets over $10,000,000 

$ 25,000,001 and above $125,500 plus .20% of assets over $25,000,000 

Due to the high up-front cost for preparation of a broad-based financial plan, LWA may require 
that accounts remain on the fee schedule above for a minimum of 36 months.   

Wealth Builder Program 

Fees for initial basic financial planning and an ongoing standard target asset allocation 
approach to investment management service are charged separately.  

Fees for initial basic financial planning service are determined using the time and expertise 
required based on the following standard hourly rates: 

Principal $500 

Senior Planner   300 

Certified Public Accountant   275 

CERTIFIED FINANCIAL PLANNER™  Professional   250 

Associate Planner    175 

 

The minimum fee for the financial plan is $3,500. If the plan requires analysis of more complex 
issues, the fee may be quoted at a higher amount.  LWA reserves the right to adjust the fee 
accordingly if issues are uncovered after the project is started.  The client will be notified prior 
to the start of the additional work. Ongoing financial planning service is not included in the 
Wealth Builder Program but can be provided and is charged on an hourly basis according to the 
above schedule. 

For an ongoing standard  target asset allocation approach to investment management service, 
the following fee schedule will apply: 

Minimum Annual Fee: $3,000  

Assets Under Management Annual Fees 

$ 0 to $ 300,000 1.50% of assets 

$ 300,001 to $ 650,000 $ 4,500 plus 1.00% of assets over $ 300,000 

$ 650,001 to $ 900,000 $ 8,000 plus  .90% of assets over   $ 650,000 

 

For amounts greater than $900,000 the standard investment management fee schedule above 
with a minimum annual fee of $10,000 will apply.  
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Additional Services 

Fees for ongoing executive compensation analysis and review for clients not in the Wealth 
Management Program are based on the number and complexity of benefits being tracked and 
monitored, and the value added.  LWA will be compensated for these services based on a fee 
structure mutually agreed upon between LWA and the client at the beginning of the 
relationship. 

Fees for additional services provided by LWA such as other administrative services (e.g. bill-
paying services, tax preparation services, etc.) are priced based upon the time and expertise 
required.  Fees are billed and are due at the completion of the work unless prior arrangements 
are made. Overdue invoices may be charged 1 ½ percent per month on the unpaid balance.  

National Advisors Trust custody and trust administration fees are charged independently of, 
and are in addition to, LWA’s fees. Fees are annual rates, based on the average amount of 
assets in the trust and are charged pro rata on a monthly basis. LWA does not receive any 
portion of these fees. 

For financial planning service where charges are based on hourly rates, fees are billed.  A good 
faith deposit of 50% of the estimated fee is required at the beginning of the plan. The 
remainder is due at the completion of the plan unless prior arrangements are made. Overdue 
invoices may be charged 1 ½ percent per month on the unpaid balance.  

Investment Management 

Financial Planning Minimum Fee: $3,500 
Investment Management Minimum 

Annual Fee: $3,000 

Includes 
Individually 

Designed 
Approach to 
Investment 

Management 

Financial 
Planning at 
Additional 

Cost 

Minimum Annual Fee: $10,000 

Includes 
Initial Basic 

Financial 
Planning 

Includes 
Standard 

Target Asset 
Allocation  

Approach to 
Investment 

Management 

Ongoing 
Financial 

Planning at 
Additional Cost 

Wealth Builder Program 

 
 

Wealth Management Program 

Minimum Annual Fee: $15,000 

Includes 
Broad-Based 

Financial 
Planning 

Includes 
Individually 

Designed 
Approach to 
Investment 

Management 

Includes 
Ongoing 
Financial 

Planning as 
Required 
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For investment management service and accounts in the Wealth Management Program where 
charges are based on assets under management, fees are paid quarterly in advance. The 
amount of the quarterly fee is equal to one quarter of the annual percentage rate determined 
by the amount of assets under management in the client’s account (including both securities 
and cash) as of the last day of the previous calendar quarter.   Fees are payable at the beginning 
of the following quarter.  LWA deducts the fee from account(s) managed by LWA. Clients will 
receive prior notification of the amount of the fee to be deducted from their account(s). 

For new clients, investment management service begins on the contract date, which is the date 
the client signs the contract unless an exception is granted by LWA. When investment 
management services commence on anything but the first day of a calendar quarter, the fee for 
the initial quarter shall be prorated. If all anticipated assets have not been received on the last 
day of the initial quarter, the first fee will be at least the minimum quarterly fee. When 
management services terminate on anything but the last day of a quarter, the fees for the final 
quarter shall be prorated. 

An engagement may be cancelled without any charge or penalty within the first 5 days after 
signing the account-opening memorandum of engagement.  An engagement with LWA may be 
terminated at any time by either the firm or the client giving written notice to the other of 
termination.   

For financial planning service, clients may cancel the engagement at any time prior to the 
completion of the plan and the 50% good faith deposit minus any incurred costs will be 
refunded.  

Due to the high cost of set-up and up-front processing, LWA may require an initial twelve (12) 
month commitment for investment management service. If clients terminate their engagement 
with LWA during the first year, no part of the advance quarterly fee will be refunded.  If clients 
terminate their engagement after one year, for any reason, the advance fee for that quarter is 
prorated and the unearned amount of the fee is refunded.   

Upon the termination of its engagement, LWA has no obligation to recommend or take any 
action with regard to the securities, cash, or other investments in a client’s account. 

As stated previously, unless otherwise agreed to in writing, fees for all services provided are 
based on the corresponding standard fee schedule. Examples of where LWA may consider an 
adjustment to its standard fee schedule are: 

 Where services are provided to executives covered by an agreement between LWA and 
a corporate employer, fee proposals may be customized based upon the number of 
executives and the complexity of overall executive benefits.  

 For children and certain other family members of its clients, LWA may waive the 
minimum fee and bill based upon the amount of assets under management. 

 For accounts that are part of a relationship, LWA may combine assets under 
management to determine fees. 

 In general, LWA employees are not charged fees on their accounts. 
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Fees paid to LWA for services provided are separate and distinct from other fees and expenses 
charged by custodians and mutual funds held in clients’ accounts.  LWA does not receive any 
portion of these other fees. Additional fees and expenses may include: 

 Transaction fees on purchases or sales of certain mutual funds, stocks, bonds, and ETFs. 
These transaction charges are usually relatively small and are incidental to the purchase 
or sale of a security.  

 Custody fees.  

 Mutual fund management fees. 

 Mutual fund transaction charges for the purchase or sale of securities within the fund. 

 Other fees as disclosed in the fund prospectus. 

Please see Item 12 (Brokerage Practices) for more information. 

LWA’s compensation is solely from fees paid directly by clients. LWA does not receive 
commissions as a result of the purchase or sale of any financial product. No commissions in any 
form are accepted.  

Item 6: Performance-Based Fees and Side-By-Side Management 

LWA does not charge performance-based fees.   

Item 7: Types of Clients 

LWA provides investment advice to individuals, couples, families, pension and profit sharing 
plans, trusts, estates, charitable organizations, corporations and other business entities. 

LWA does not have a minimum account size but does have minimum fees for different services 
and/or levels of service.  LWA may waive minimum fees for relatives of current clients. 

Please see Item 5 (Fees and Compensation) for more information. 

Item 8: Methods of Analysis, Investment Strategies and Risk of Loss 

LWA uses the fundamental method of security analysis. 

LWA’s main sources of information include financial newspapers and magazines, research 
materials provided by mutual fund companies and other investment firms, annual reports and 
prospectuses, and other filings with the SEC.  Employees also attend various investment and 
financial planning conferences and participate on relevant conference calls.  Other sources of 
information LWA uses include proprietary market and economic research provided by Fidelity 
and Schwab and mutual fund, stock and ETF research from Morningstar Office and Independent 
Stock Research from Argus and Standard & Poor’s.  LWA’s selection of asset classes is based on 
academic research into global asset classes conducted by well-regarded authorities in this area 
of expertise. 

LWA’s Investment Committee establishes the overall investment strategies used and approves 
the specific mutual funds and ETFs on the Recommended List.  The focus of the Investment 



 

13 
Lassus Wherley & Associates, P.C. 

Committee is to maintain an optimal asset allocation for its clients and to assure that LWA is 
using the mutual funds and ETFs that best meet the objectives established by the committee. 
The Investment Committee includes Diahann W. Lassus, MBA, CFP®, CPA/PFS, Chair;  I. Lisa 
McKnight, MBA, CFP®, Financial Planner; Chadderdon W. O’Brien, CFP®, FRM, Financial Planner;  
J. Charles Pawlik, CFP®, Financial Planner;  Betty S. Thomas, Investment Analyst; and Deborah J. 
Rivosa, MBA, CFP®, CFA, Chief Compliance Officer.   The Investment Committee meets weekly 
to discuss the economy and markets, the performance of the mutual funds and ETFs on the 
Recommended List, and any potential changes to either the asset allocation in client portfolios 
or to the names on the Recommended List.  

LWA uses the target rate of return from each client’s Investment Plan to develop a target asset 
allocation designed to achieve this rate of return while minimizing unnecessary risk.  Clients 
receive a written Investment Policy Statement which explains in detail the mutually-agreed-
upon asset allocation and the expected long-term returns and risks associated with that 
allocation. 

LWA’s investment philosophy is based on Modern Portfolio Theory which holds that asset 
allocation is the primary determinant of portfolio performance.  This theory emphasizes the use 
of several different asset classes in a portfolio to reduce portfolio volatility (i.e., the standard 
deviation or variability of the portfolio returns) over long periods of time.  LWA allocates 
clients’ assets in an investment portfolio which is broadly diversified across nine asset classes. 
These asset classes are cash, U.S. fixed income, international fixed income, U.S. large cap 
stocks, U.S. small cap stocks, international developed market large cap stocks, hedge strategy 
funds, real estate, and emerging market stocks. 

LWA implements clients’ target asset allocation using no-load (no commissions) and 
institutional class mutual funds and ETFs. LWA prefers to use low-cost and tax-efficient 
passively-managed (index-like) mutual funds but recognizes that actively-managed mutual 
funds can add value.  The client’s target asset allocation is either one of a series developed by 
LWA or may be customized to meet a client’s specific circumstances.  

Typical portfolios will include no-load stock, bond, and money market mutual funds and ETFs.  
Only funds in asset classes as approved by the client’s Investment Policy Statement or LWA’s 
Investment Committee may be purchased.  LWA prefers to purchase additional shares in 
mutual funds the client currently owns, unless there are valid reasons to select another 
approved fund (diversification purposes, avoiding wash sale rules, fund closing, etc.).    

Many of the funds in which LWA invests are available only to institutional investors and clients 
of advisers with access to these funds. Following a stringent interview process, LWA was 
granted access to the mutual funds of Dimensional Fund Advisors (“DFA”) in 1997.  DFA is a 
global mutual fund company with a strong background in portfolio management academic 
research. DFA currently manages over 70 mutual funds and had $356 billion of assets under 
management as of March 31, 2014.  

LWA is under no obligation to recommend the mutual funds of DFA to its clients.  LWA 
recommends funds of DFA or other mutual fund companies or other investment products only 
when it believes they best suit the client’s objectives. LWA does not provide any payment to 
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DFA for the access provided to its clients.  DFA does not pay to LWA any direct monetary 
compensation in order to recommend the funds of DFA. 

LWA exercises discretion over the investments made in client portfolios.  Some client portfolios 
may include some individual fixed income or equity securities. These positions were generally 
part of a client’s investment holdings prior to becoming a client of LWA.  In many of these 
cases, the positions are held at substantial capital gains.  In these situations, LWA will attempt 
to reduce these holdings over time so as not to create burdensome capital gains liabilities.  
These positions are monitored as client portfolios are reviewed. 

LWA’s investment strategy is flexible enough to accommodate special situations such as low-
basis stock and stock options or restricted stock units (“RSU”) acquired as part of a deferred 
compensation plan. Any restrictions on LWA’s investment authority are documented in the 
client’s Investment Policy Statement.  Even when these special situations exist, most clients 
give LWA permission to use its discretion in implementing their target asset allocation.  

Investing in securities involves a risk of loss that clients should be prepared to bear.  LWA’s 
investment recommendations seek to limit risk through extensive global diversification and a 
focus on risk management.  However, clients will still be subject to declines in the value of their 
portfolios, which can at times be dramatic.  LWA may act to reduce the asset allocation to 
equities in client portfolios at times when global stock market valuations and/or risk measures 
are elevated or when the financial system is operating under extreme duress.  LWA considers 
such circumstances to be extremely rare and does not generally engage in market-timing 
activities.  

LWA’s investment philosophy is best suited for investors who are willing to work with an 
advisor to develop the optimal asset allocation for their needs, objectives, perceived risk 
tolerance and time horizon and then stick to that asset allocation over the long term, usually a 
minimum of five to ten years, and preferably longer.   

We believe that equities are likely to outperform fixed income investments in the future, over 
long periods of time.  However, there can be no assurance that these effects will occur over any 
given time period.  LWA seeks to limit risks in clients’ portfolios to those where we believe risks 
taken are justified by the potential for higher long-term returns. There are risks (including but 
not limited to the risk of a general stock market decline) which may be assumed in order to 
seek to reach the client’s longer term financial goals and objectives.  That being said, LWA 
cannot provide any guarantee that its clients’ goals and objectives will be met. 

Certain securities recommended, such as U.S. small- and mid-capitalization stock mutual funds, 
as well as emerging markets and global real estate mutual funds, possess higher levels of 
volatility (as individual asset classes within a portfolio).  LWA may employ these securities as 
part of an overall strategic asset allocation for its clients when we have a reasonable belief that 
the risk-return relationship for these securities will benefit clients over the long term and will 
help them meet their long-term investment objectives. 

Item 9: Disciplinary Information 

Neither LWA, nor its employees, has been the subject of any disciplinary actions. 
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Item 10: Other Financial Industry Activities and Affiliations 

LWA and its employees do not engage in any relationship or arrangement that is material to the 
advisory business. 

Lassus Wherley Ventures, owned by Diahann W. Lassus, Clare E. Wherley, and Suzanne C. Low, 
has a less than 1% ownership interest in a savings and loan holding company, National Advisors 
Holdings, Inc. that has formed a federally chartered trust company, National Advisors Trust 
Company. Diahann W. Lassus and Clare E. Wherley also own shares of National Advisors Trust 
Company within their IRA accounts and through Lassus Wherley Capital, LLC. National Advisors 
Holdings, Inc. and National Advisors Trust Company are regulated by the Office of Comptroller 
of the Currency (“OCC”).  

LWA intends to refer clients to National Advisors Trust Company for trust services as a low-cost 
alternative to traditional trust service providers. As a result of this ownership interest, any 
referral presents a conflict of interest. However, clients are not obligated to use any National 
Advisors Trust Company service. No referral fees are received or paid by LWA.  Fees charged by 
National Advisors Trust Company are separate and distinct from, and are in addition to, fees 
charged by LWA.  

Item 11: Code of Ethics, Participation or Interest in Client Transactions and Personal Trading 

LWA’s Code of Ethics establishes rules of conduct for all employees.  The Code is based upon 
the principle that LWA and its employees owe a fiduciary duty to clients to conduct their affairs, 
including their personal securities transactions, in such a manner as to avoid: 

 Putting their personal interests ahead of clients. 

 Taking inappropriate advantage of their position within LWA. 

 Abusing their position of trust and responsibility through any actual or potential 
conflicts of interest. 

LWA further adopted a detailed Code of Ethics expressing the firm's commitment to ethical 
conduct which is used to guide the personal conduct of employees.  This detailed Code of Ethics 
describes LWA's fiduciary duties and responsibilities to its clients and sets forth standards of 
conduct, practices of supervising employees’ personal securities transactions, a policy regarding 
the acceptance of gifts and entertainment, and the potential sanctions for violations of the 
Code. The Code of Ethics also includes LWA’s policy prohibiting the use of material non-public 
information and protecting the confidentiality of its clients’ information.  LWA also requires 
that employees act in accordance with all applicable Federal and State regulations governing 
registered investment advisory practices.  Any individual not in observance of these rules and 
policies may be subject to disciplinary action, up to and including termination of employment 
with LWA. 

Neither LWA nor any related person recommends to clients, or buys or sells for client accounts, 
securities in which LWA or any related person has a material financial interest.   

LWA allows employees to buy or sell securities for their personal accounts identical to or 
different than those recommended to clients. LWA’s policy states that no employee shall 



 

16 
Lassus Wherley & Associates, P.C. 

purchase or sell, directly or indirectly, any security on a day during which any client has a 
pending “buy” or “sell” order in that same security until that order is executed or withdrawn.  
This rule does not apply to open-end mutual funds. No employee shall put his or her own 
interest ahead of any client nor make personal investment decisions based on investment 
decisions of clients. All employees must request approval prior to trading personal accounts 
unless an exception is granted by the Chief Compliance Officer or his or her designee. 

To supervise compliance with the Code of Ethics, LWA requires that all employee accounts be 
maintained at Schwab whenever possible where account activity can be easily monitored.  For 
accounts not held at Schwab, employees must provide initial and annual securities holdings 
reports and at least quarterly transaction reports to its Chief Compliance Officer or his or her 
designee. LWA’s Chief Compliance Officer or his or her designee reviews all employee trades 
each quarter.   

LWA will provide a copy of its Code of Ethics upon request. 

Item 12: Brokerage Practices 

LWA recommends the brokerage and custodial services of three independent qualified 
custodians: Charles Schwab & Company (“Schwab”), National Advisors Trust Company (“NATC”) 
and Fidelity Investments (“Fidelity”).  LWA, in consultation with the client, is responsible for 
selecting the custodian that will best fit the client’s needs and circumstances. Trades in the 
account will be executed by the custodian in accordance with the fee and transaction charges 
schedules as agreed to by LWA and the custodian.  

Factors that LWA considers in recommending Schwab, NATC or Fidelity include historical 
relationship with LWA, financial strength, reputation, execution capabilities, pricing, research, 
and service. Although the commissions and/or transaction fees paid by LWA's clients shall 
comply with LWA's duty to obtain best execution, a client may pay a commission that is higher 
than another qualified broker-dealer might charge to effect the same transaction where LWA 
determines, in good faith, that the commission/transaction fee is reasonable in relation to the 
value of the brokerage and research services received. In seeking best execution, the 
determinative factor is not the lowest possible cost, but whether the transaction represents the 
best qualitative execution, taking into consideration the full range of broker-dealer services, 
including the value of research provided, execution capability, commission rates, and 
responsiveness. Accordingly, although LWA will seek competitive rates, it may not necessarily 
obtain the lowest possible commission rates for client account transactions. The brokerage 
commissions or transaction fees charged by the designated broker-dealer/custodian are 
exclusive of, and in addition to, LWA's investment management fee. LWA’s best execution 
responsibility is qualified if securities that it purchases for client accounts are mutual funds that 
trade at net asset value as determined at the daily market close. 

LWA seeks to use custodians who will hold clients’ assets and execute transactions on terms 
that are most advantageous overall when compared to other available providers (“best 
execution”).    

LWA considers a wide range of factors in selecting and recommending custodians including: 
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 Combination of transaction execution services and asset custody services (generally 
without a separate fee for custody.) 

 Capability to execute, clear and settle trades (i.e. buy and sell securities for clients’ 
accounts.) 

 Capability to facilitate transfers and payments to and from accounts (wire transfers, 
check requests, bill payment, etc.). 

 Breadth of available investment products (mutual funds, ETFs, etc.). 

 Availability of investment research and tools that assists LWA 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 LWA and its other clients. 

 Availability of other products and services that benefit LWA. 

For the economic benefit of its clients, LWA negotiates reduced commission schedules and 
lower transaction fees with the custodians. LWA does not receive any portion of these 
commissions paid by its clients to these custodians. 

LWA’s Investment Committee periodically reviews the fees charged and the scope and quality 
of services offered by these three custodians and evaluates the performance of each custodian 
against these factors. 

In addition to trade execution, LWA may benefit from other services provided by these 
custodians. These benefits are standard in a relationship with these custodians and are 
generally available to LWA at no charge. The availability to LWA of these products and services 
is not contingent upon LWA committing to these custodians any specific amount of business, 
either in the form of assets in custody or trading activity. Some services may include access to 
mutual funds and other investments that are otherwise available only to institutional investors 
or would require a significantly higher minimum initial investment.  

Schwab’s support services are provided at no charge (or at a discount as is the case with 
Schwab’s PortfolioServices® and PortfolioCenter® services) to LWA as long as its clients 
collectively maintain a threshold dollar amount of assets at Schwab. This threshold may give 
LWA an incentive to recommend that its clients maintain their accounts with Schwab creating a 
potential conflict of interest. We believe that the selection of Schwab as one of LWA’s 
custodians is in the best interests of clients and is supported by the scope, quality, and price of 
Schwab’s services. We do not believe that recommending clients collectively hold the threshold 
amount of assets at Schwab in order to avoid paying Schwab quarterly service fees presents a 
material conflict of interest.  
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For our clients’ accounts with a custodian, there is generally no separate and additional charge 
for custody services and the custodian is compensated by clients through transaction charges 
or other fees charged on trades the custodian executes in the account.  

LWA believes that the scope and quality of services provided by the custodians is advantageous 
to its clients.  However, they are also beneficial to LWA.  As such, LWA’s recommendation of its 
custodians could represent a conflict of interest.  LWA has addressed this conflict by 
considering a wide range of factors in selecting and recommending its custodians. 

Although not a material consideration when determining whether to recommend that a client 
utilize the services of a particular broker-dealer/custodian, LWA may receive from Schwab, 
NATC or Fidelity without cost (and/or at a discount) support services and/or products, certain 
of which assist LWA to better monitor and service client accounts maintained at such 
institutions. Included within the support services that may be obtained by LWA may be 
investment-related research, pricing information and market data, software and other 
technology that provide access to client account data, compliance and/or practice 
management-related publications, discounted or gratis consulting services, discounted and/or 
gratis attendance at conferences, meetings, and other educational and/or social events, 
marketing support, computer hardware and/or software and/or other products used by LWA in 
furtherance of its investment advisory business operations.   

As indicated above, certain of the support services and/or products that may be received may 
assist LWA in managing and administering client accounts. Others do not directly provide such 
assistance, but rather assist LWA to manage and further develop its business enterprise.    

LWA’s clients do not pay more for investment transactions effected and/or assets maintained 
at Schwab, NATC or Fidelity as a result of this arrangement. There is no corresponding 
commitment made by LWA to Schwab, NATC or Fidelity to invest any specific amount or 
percentage of client assets in any specific mutual funds, securities or other investment products 
as a result of the above arrangement.  

LWA’s Chief Compliance Officer, Deborah J. Rivosa, MBA, CFP®, CFA remains available to 
address any questions that a client or prospective client may have regarding the above 
arrangement and any corresponding perceived conflict of interest such arrangement 
may create. 

LWA does not have any soft dollar arrangements with its custodians. 

LWA does not receive client referrals from these custodians. LWA seeks to avoid certain 
relationships with custodians and investment product providers which we believe might 
materially hamper our independence in providing advice to clients or result in clients paying 
higher mutual fund management, administrative or other product-related fees and costs.   

LWA does not have any directed brokerage arrangements. 

LWA does not aggregate (combine) the trades of its clients.  All trade decisions are reviewed for 
near-term and long-term tax efficiency which requires individual analysis of most trading 
decisions.  This individual analysis of trades does not lend itself to computer software programs 
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which could aggregate trades.  As a result, LWA’s clients do not receive the benefits of reduced 
transaction fees such aggregation could provide to clients, generally. 

Item 13: Review of Accounts 

LWA reviews all client accounts periodically.  LWA targets the review of client portfolios to be 
performed at a minimum quarterly.  Although portfolios are reviewed periodically, rebalancing 
occurs only when needed.  All portfolios have two levels of review - initial and final 
review/approval - even if no changes are being recommended.   

An Investment Analyst or Financial Planner completes the initial review and recommends 
changes to the portfolio if needed.  The Chief Investment Officer or an Investment Officer 
performs the final review of the recommended changes, editing these recommendations as 
needed, and gives approval for trades (if needed) to be placed.   

Additional portfolio reviews and potential rebalancing may also occur in the following 
instances: 

 At the request of the client, such as when special cash needs arise.  

 When additional cash or securities are added to the investment portfolio.   

 To effect tax loss harvesting or avoid large capital gains distributions from a mutual 
fund.   

 After a substantial decline in the stock market generally, or a specific stock asset class, 
rebalancing opportunities may be presented to enhance portfolios, without preference 
given to a particular group of clients.  

 To effect the removal or addition of a particular mutual fund investment across the 
client base. 

LWA’s clients have given it discretion over trading.  This means LWA makes sales and purchases 
in client accounts without advance notification unless specific instructions are in place.  

Clients are provided target asset allocation reports which detail any trades that are placed 
within their portfolios as a result of portfolio reviews, as well as any changes in the target asset 
allocation for the portfolio.  In addition, LWA provides quarterly investment reports to clients.  
Reports may also include a change-in-market-value report detailing beginning and ending 
balances for each account for the quarter and the factors that contributed to the change in 
value, and performance reports.  Also, at the end of March, May, August, and December of 
each year, LWA’s investment management clients who are not tax clients may be provided with 
realized gain and loss reports for taxable accounts for quarterly estimated tax purposes.  It is 
the client’s responsibility to contact their tax advisor regarding any tax consequences resulting 
from the management of their assets.  All reports are provided to clients in paper or 
electronically, depending on the client’s preference.  All clients are provided the opportunity to 
use a secure online account set up by LWA to access account information contained in the 
various reports provided.   

Clients may also directly access account information online where their accounts are held via 
the secure website of the custodian. 
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Ongoing financial planning reviews are conducted as needed or as stipulated in the 
memorandum of engagement.  

Item 14: Client Referrals and Other Compensation 

LWA does not provide to or accept from any person compensation for client referrals.   

Item 15: Custody 

It is LWA’s policy not to accept custody of clients’ securities.  LWA is not granted access by its 
clients which would enable it to withdraw or transfer or otherwise move funds or cash from any 
client account to LWA’s accounts or the account of any third party (other than for other 
purposes as explained below).  This is for the safety of the assets of LWA’s clients. 

Assets under the direct management of LWA by its three independent qualified custodians 
receive account statements directly from the custodian holding their assets.  LWA urges its 
clients to carefully review the account statements from the custodian, and compare them to 
the quarterly or other reports LWA provides to ensure that all account transactions, including 
deductions for management fees, are accurate. 

Although clients’ assets are held at independent custodians, under the SEC’s new custody rule 
effective March, 2010, investment advisers may at times be considered by the SEC to 
technically have “custody” over certain types of accounts held at their custodians if certain 
conditions are met.  LWA may be deemed to have custody over certain types of accounts held 
at its custodians for the following reasons: 

 LWA makes tax payments out of some client accounts at their request to local, state and 
federal tax authorities. Because of this, the SEC requires an annual surprise audit of 
those accounts by an independent CPA firm.  LWA complies with this requirement.  

 With consent, LWA deducts its fees from client accounts.  This process generally is more 
efficient for both the client and LWA; in addition, there may be tax benefits for clients to 
this method when fees can be paid from certain tax-deferred accounts. 

 LWA accepts custody for checks mailed to it which are forwarded to the custodian for 
deposit into client accounts. 

 LWA provides bill paying services for selected clients at their request. 

Item 16: Investment Discretion 

LWA has discretionary authority to manage securities in accounts on behalf of its clients.  LWA 
has the authority to determine, without obtaining consent, the securities to be bought or sold 
and the amount of the securities to be bought or sold.  Clients must sign a limited power of 
attorney granting LWA this discretion in the account-opening memorandum of engagement.  
Clients must also grant LWA trading, disbursement and fee payment authority and discretion on 
each account application required by the custodian.  Discretionary trading authority facilitates 
placing trades in clients’ accounts on their behalf so that LWA may promptly implement the 
investment policy that its clients have approved. 
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Item 17: Voting Client Securities 

LWA may have responsibility for voting proxies for portfolio securities consistent with the best 
economic interests of its clients. Clients can choose to vote proxies but must assume 
responsibility for voting all securities held in the account(s).   

LWA maintains written policies and procedures covering the handling, research, voting, and 
reporting of proxy voting and makes appropriate disclosures about its proxy policies and 
practices. LWA’s policies and practices include the responsibility to monitor corporate actions, 
receive and vote proxies, and disclose any potential conflicts of interest, as well as making 
information available to clients about the voting of proxies for the client’s securities and 
maintaining relevant and required records. 

In the absence of specific voting guidelines from the client, LWA will vote proxies in the best 
interests of clients and vote all proxies from a specific issuer the same way for each client.  

LWA will generally vote in favor of routine corporate housekeeping proposals such as the 
election of directors and selection of auditors, absent conflicts of interest raised by an auditor’s 
non-audit services. LWA will generally vote against proposals that cause board members to 
become entrenched or cause unequal voting rights. In reviewing proposals, LWA will consider 
the opinion of management and the effect on management, and the effect on shareholder 
value and the issuer’s business practices. 

LWA will identify any conflicts that exist between the firm and its clients by reviewing LWA’s 
relationship with the issuer of each security to determine if the firm or any of its employees 
have any financial, business or personal relationship with the issuer. If a material conflict of 
interest exists, LWA’s Chief Compliance Officer or his or her designee will determine whether it 
is appropriate to disclose the conflict to the affected clients to give them an opportunity to vote 
the proxy themselves, or to address the voting issue through other objective means such as 
voting in a manner consistent with a predetermined voting policy or receiving an independent 
third party voting recommendation.  LWA maintains a record of the voting resolution of any 
conflict of interest. 

LWA will provide information about its proxy voting policies and procedures and how it voted a 
proxy upon request. 

Item 18: Financial Information 

LWA does not have any financial condition that is reasonably likely to impair its ability to meet 
contractual commitments to its clients and has never been the subject of a bankruptcy 
proceeding.   

In the spirit of full disclosure, we have provided a balance sheet even though one is not 
required because LWA does not require prepayment of fees of more than $1,200 per client, 6 
months or more in advance, and LWA does not serve as a custodian for client funds or 
securities, other than as described in Item 15 (Custody).  

ANY QUESTIONS: LWA’S Chief Compliance Officer, Deborah J. Rivosa, MBA, CFP®, CFA 
remains available to address any questions regarding this Part 2A. 
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BARRE & COMPANY
CERTIFIED PUBLIC ACCOUNTANTS &

CONSULTANTS
2204 Morris Avenue, Suite 206

Union, New Jersey 07083
(908) 686-3484

FAX – (908) 686-6055

Independent Auditor’s Report

Independent Auditor’s Report

To the Board of Directors of
Lassus Wherley & Associates, P.C.
1 Academy Street
New Providence, New Jersey 07974

Report on the Financial Statement

We have audited the accompanying balance sheet of Lassus Wherley & Associates, P.C.
as of March 31, 2014 and March 31, 2013, and, except for Note 10, which is unaudited,
the related notes to the balance sheet.

Management’s Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of this financial
statement in accordance with accounting principles generally accepted in the United
States of America; this includes the design, implementation, and maintenance of internal
control relevant to the preparation and fair presentation of the financial statement that is
free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial statement based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the balance sheet is free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the balance sheet. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the balance
sheet, whether due to fraud or error.
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Auditor’s Responsibility (Continued)

In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the balance sheet in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the balance sheet.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Opinion

In our opinion, the balance sheet referred to above presents fairly, in all material respects,
the financial position of Lassus Wherley & Associates, P.C. as of March 31, 2014 and
March 31, 2013, in accordance with accounting principles generally accepted in the
United States of America.

Barre & Company
Union, New Jersey

May 29, 2014
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2014 2013

Cash and cash equivalents 195,150$ 306,301$

Prepaid expenses 43,069 44,091

Accounts receivable - net of allowance for

doubtful accounts of $2,000 and $2,000 100,707 70,806

Reimbursement Due 8,000 2,286

Total current assets 346,926 423,484

PROPERTY AND EQUIPMENT - NET 137,093 146,606

Intangible assets - net 21,336 42,222

505,355$ 612,312$

LASSUS WHERLEY & ASSOCIATES, P.C.

BALANCE SHEET

AS OF MARCH 31,

TOTAL ASSETS

OTHER ASSETS

CURRENT ASSETS:

ASSETS

See notes to balance sheet.
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2014 2013

CURRENT LIABILITIES

Accounts payable and accrued expenses 271,814$ 199,045$

Deferred revenue 3,150 8,000

Current portion of Long Term Equipment Loan 11,715 20,068

Due to Pension Plan 97,881 -

Employee benefit liability 2,237 2,234

Total current liabilities 386,797 229,347

LONG-TERM LIABILITIES

Long Term Equipment Loan 31,366 42,210

Total long-term liabilities 31,366 42,210

STOCKHOLDERS' EQUITY

Common stock, no par value, 60,000 and 2,500 shares

authorized, 2,000 and 2,000 issued and outstanding as of

March 31, 2014 and 2013, respectively 20,000 20,000

Retained earnings 67,192 320,755

Total stockholders' equity 87,192 340,755

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY 505,355$ 612,312$

LASSUS WHERLEY & ASSOCIATES, P.C.

BALANCE SHEET (CONT'D)

AS OF MARCH 31,

LIABILITIES AND STOCKHOLDERS' EQUITY

See notes to balance sheets.
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LASSUS WHERLEY & ASSOCIATES, P.C.
NOTES TO BALANCE SHEETS

MARCH 31, 2014 AND 2013
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Notes to Balance Sheets
Nature of Business – Lassus Wherley & Associates, P.C. (the "Company"), is a certified public
accounting firm which specializes in fee-only financial planning and asset management in
addition to tax and family office services. The Company has an office in Bonita Springs, Florida
but operates primarily in the New Jersey metropolitan area.

Organization – The Company, which was originally chartered as a business corporation doing
fee-only financial planning in 1985, reorganized as a Professional Corporation in October 1992
for the purpose of providing professional accounting services. The Company operates on a fiscal
period from April 1st to March 31st.

Use of Estimates – The preparation of a financial statement in conformity with accounting
principles generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure
of contingent assets and liabilities at the date of the financial statement. Actual results could
differ from those estimates.

Cash Equivalents – The Company considers all highly liquid debt securities with original
maturities of three months or less to be cash equivalents.

Accounts Receivable – Accounts receivable are stated at cost less an allowance for doubtful
accounts. On a periodic basis, the Company evaluates the individual collectability of its accounts
receivable and provides an allowance for doubtful accounts for those accounts which the
Company believes are uncollectible. Accounts are considered past due if they remain unpaid for
more the 30 days. Accounts receivable are written off against the allowance account when all
reasonable collection efforts have been unsuccessful.

Deferred Revenue – The Company’s policy is to recognize revenues when the services provided
to clients have been substantially completed. Cash received in advance of performing services is
deferred and shown as deferred revenue.

Property and Equipment – Property and equipment are carried at cost. Depreciation is
calculated using the straight-line method over the estimated useful life of the property.

Intangible Assets – Software licenses are amortized on a straight-line-basis over their estimated
useful lives of three years. Goodwill is not amortized.

Income Taxes – The Company has elected S Corporation status for both state and federal
purposes and as such does not pay taxes as an entity but instead passes through items to the
stockholders. A corporate level tax is incurred in New Jersey.
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Subsequent Events – Subsequent events have been evaluated through May 29, 2014, which is
the date the financial statements were available for issue. No subsequent events were identified
that required adjustment to or disclosure within the financial statements.

NOTE 2 – PROPERTY AND EQUIPMENT

Property and equipment consist of the following at March 31,

2014 2013

Lease upgrades 301,584$ 297,184$

Office furniture and fixtures 53,313 53,313

Computer and office equipment 204,387 278,770

559,284 629,267

Less accumulated depreciation

and amortization (422,191) (482,661)

Net property and equipment 137,093$ 146,606$
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NOTE 3 – INTANGIBLE ASSETS

Intangible assets consist of the following assets acquired under three-year contracts involving the
acquisition of professional tax practices and software licenses. Software licenses are being
amortized over their estimated useful life of three years with no estimated residual value.
Goodwill is not amortized.

2014 2013

Goodwill 1,068$ 1,068$

Software licenses 101,686 151,429

102,754 152,497

Less accumulated amortization (81,418) (110,275)

Net intangible assets 21,336$ 42,222$

NOTE 4 – CREDIT LINE PAYABLE

The Company has an available line of credit of $200,000. The interest rate is .75% over prime.
Principal is due on demand. The note is secured by the assets of the Company. The loan is
required to be paid down to a zero balance for 30 consecutive days annually. The balance,
including accrued interest, at both March 31, 2014 and 2013 was $0, respectively.

NOTE 5 – EMPLOYEE BENEFIT LIABILITY

The company offers both a flexible spending account feature and HSA accounts related to its
Section 125 Benefit Plan. The plan allows employees to set aside specific dollar amounts pre-tax
for medical expenditures.

The company incurs a liability for the annual pledged flex payments either until the employee
seeks reimbursement or through year end. Any amounts not utilized by the employee are
forfeited and can, at the Company’s election, be distributed pro rata to other participants or be
used to pay expenses of the plan. The balance of the FSA liability was $702 and $528 at March
31, 2014 and 2013, respectively. The third party administrator requires a calculated deposit from
the company to be available for payments that exceed accumulated payments. The deposit
balance of the Flex plan was $2,286 and $3,187 at March 31, 2013 and 2012, respectively.

The company offered Health Savings accounts (HSA) are also administered by a third party. The
company forwards employee contributions to the administrator each pay period. The HSA
liability at March 31, 2014 and 2013 was $1,535 and $1,706 respectively.
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NOTE 6 – LOANS

In August, 2012 the company entered into a $60,000 five year term loan which bears fixed
interest at 6.5% and is payable in 60 monthly installments of $1,176.69. The balance of the loan
at March 31, 2014 was $43,081 . The loan is secured by the assets of the Company. Principal
payments on the loan are as follows:

March 31, Amount

2015 11,715$

2016 12,450

2017 13,284

2018 5,632
43,081$

NOTE 7 – OPERATING LEASES

The Company has an operating lease for office equipment which matures in June 2014.
Quarterly rent is $340 through June 2011 and $204 through June 2014.

The Company leases its New Jersey premises. The lease matured in December 2012 and had a
five-year renewal option which was exercised by the Company. Rent increases are based on the
cost of living index. Minimum rental payments under the terms of the lease through maturity are
$40,000 per year. The lease payment is adjusted annually for inflation and the monthly rent is
$4,840 and $4,740 for fiscal 2014 and 2013.

The Company moved its Florida location in September 2006 and leases office space in Bonita
Springs, Florida. The lease was modified on October 1, 2013 and expires on September 30, 2014.
The lease has a monthly rent of $530.

NOTE 8 – CONTINGENCIES

The Company maintains deposits at a federally insured institution. At March 31, 2014 and
March 31, 2013, the balance at that institution exceeded the federally insured limit of $250,000
by $0 and $0 respectively.
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NOTE 9 – RESTRICTED STOCK AWARD PLAN

In July, 2013, the company’s Directors and Shareholders approved the adoption of the Lassus
Wherley & Associates, P.C. Restricted Stock Award Plan effective March 31, 2013. The plan
provides for periodic awards of restricted stock to employees who are eligible to be shareholders
of a professional corporation. The plan stipulates that a grant shall include a vesting schedule of
one-third of the shares each year over three years as long as the employee remains employed with
the company. Any employee who is terminated for cause will forfeit vested and non-vested
shares for the restricted stock. In addition, the company has the right to purchase the restricted
stock from any employee who is no longer employed with the company for reasons other than
termination for cause at the share value pursuant to the plan document. The number of shares
reserved for delivery under the plan is ten percent (10%) of all authorized shares of the company.
All shares awarded are non-voting shares.

Effective April 1, 2013, a total of 1,890 shares of restricted stock valued at $324,948 were
awarded to employees. The Plan agreement calls for the value per share to be calculated as
equivalent to two (2) times the company’s gross revenue averaged over the prior three (3) fiscal
years divided by the total number of issued and outstanding shares of the company. The value per
share on the grant date was $171.93. The value per share was determined by management and
has not been subject to audit.

NOTE 10 – STOCKHOLDERS’ EQUITY (UNAUDITED)

The following is a summary of changes in stockholders’ equity:

Common

Stock

Retained

Earnings

Comprehensive

Income Total

Balance at March 31, 2012 20,000$ 292,392$ 17,823$ 330,215$

Fiscal 2013 net income - 30,540 30,540

Withdrawals - (20,000) (20,000)

Balance at March 31, 2013 20,000 272,392 48,363 340,755

Fiscal 2014 net income - 71,437 71,437

Withdrawals - (325,000) (325,000)

Balance at March 31, 2014 20,000$ (52,608)$ 119,800$ 87,192$

As of July 18, 2013, the company restated its certificate of incorporation by increasing the
aggregate number of shares authorized to issue to 60,000.
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