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This brochure provides information about the qualifications and business practices of 

John D. Dovich & Associates, LLC.  If you have any questions about the contents of this 

brochure, please contact us at (513) 579-9400, or by e-mail at 

mswendiman@graydoncs.com.  The information contained in this brochure has not been 

approved or verified by the United States Securities and Exchange Commission (the 

"SEC") or by any state securities authority. 

 

Additional information about John D. Dovich & Associates, LLC also is available on the 

SEC’s website at www.adviserinfo.sec.gov. 

 

John D. Dovich & Associates, LLC is an investment adviser registered with the SEC.  

Registration of an investment adviser does not imply a certain level of skill or training.   
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Summary of Material Changes (Item 2) 

 

Since our last update, Mr. Matthew A. Swendiman, Managing Director of Graydon 

Compliance Solutions, LLC, was named Chief Compliance Officer of the Adviser.   
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Advisory Business (Item 4) 

 

John D. Dovich is the founder and principal owner of John D. Dovich & Associates, LLC 

(“Dovich & Associates” or “we”).  We are organized as a limited liability company under 

the laws of the state of Ohio and have been advising clients since 1987.  We provide asset 

management, financial planning, and non-securities related services to clients to achieve 

their financial goals.  Dovich & Associates is registered with the United States Securities 

and Exchange Commission (the "SEC") pursuant to the Investment Advisers Act of 1940.  

Registration of an investment adviser does not imply a certain level of skill or training.     

 

Asset Management Services 

Dovich & Associates offers both discretionary and non-discretionary asset management 

services.  We tailor our investment advice to fit our clients’ needs and objectives.  We 

collect data from our clients, including financial goals, objectives, and current and future 

needs and use this information to craft appropriate plans and strategies for investing.   We 

also consider the taxable or tax-deferred nature of our clients' accounts to minimize any 

negative tax consequences associated with an investment strategy.  

 

Our clients may also request that we consider certain investment limitations with respect 

to providing advice.  For example, clients may require that we exclude from 

consideration the stock of certain companies, such as the stock of the client's employer if 

the client already has significant wealth dependent upon the success of the employer.  

Clients may also restrict investments in certain companies, industries, or sectors that are 

not considered socially responsible (e.g., tobacco producers, adult entertainment 

businesses, casino operators).  

 

Our asset management services include discretionary and non-discretionary asset 

management. For our non-discretionary asset management clients, we advise clients 

regarding asset allocation, recommend specific investments to clients, and facilitate 

investment transactions for clients through unaffiliated third-party broker-dealers or other 

financial institutions.  For our discretionary asset management clients, we will determine 

asset allocation and make investments in particular securities based upon, amongst other 

things, our client’s investment objectives and risk tolerances. Each client's account is 

managed separately, based on their needs, objectives, and risk tolerance.   

 

To keep abreast of current events in the market and to provide the best advice to our 

clients, our Investment Committee meets at least monthly to discuss market conditions 

and changes in our outlook for certain asset classes or specific investments.  These 

meetings bring together the knowledge and experience of all of our investment 

professionals to make recommendations regarding the purchase or sale of investments for 

clients. 

 

Our asset allocation and investment recommendations services for a non-discretionary 

asset management client may include: 
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 Assisting clients with screening and selecting a broker-dealer or custodian to hold 

the client’s account(s) (such as Charles Schwab Institutional (“Schwab”)    

 Assisting clients in evaluating their financial circumstances and objectives and 

determining which services best match those objectives 

 Assisting advisory clients in selecting and/or advising them with regard to 

o investment company securities, including mutual funds and exchange-

traded funds (ETFs); 

o variable insurance products, including variable life insurance contracts and 

variable annuity contracts; 

o equity securities, including U.S. and foreign common stocks; 

o U.S. government and corporate debt securities (bonds); 

o options contracts on securities, including options that a client may receive 

from the client's employer; and 

o other investment opportunities that may be appropriate for certain clients. 

  

Our investment transaction services include placing securities trades and orders with 

custodial firms holding client assets, facilitating money movement within client accounts, 

and updating client account information.  In all cases, we will share investment 

recommendations with you for your approval before any changes to your account are 

made. 

 

Our services for discretionary asset management clients may include: 

 

 Assisting clients with screening and selecting a broker-dealer or custodian to hold 

the client’s account(s) (such as Charles Schwab Institutional (“Schwab”) );  

 Evaluating client’s financial circumstances, risk tolerance and income needs to 

determine the client’s investment objectives; 

 Selecting investment securities in accordance with the client’s investment 

objectives, including 

o investment company securities, including mutual funds and exchange-

traded funds (ETFs); 

o variable insurance products, including variable life insurance contracts and 

variable annuity contracts; 

o equity securities, including U.S. and foreign common stocks; 

o U.S. government and corporate debt securities (bonds); 

o options contracts on securities, including options that a client may receive 

from the client's employer; and 

o other investment opportunities that may be appropriate for certain clients. 

  

 

Our clients maintain their assets with an unaffiliated broker-dealer or custodian, such as 

Schwab.   
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Financial Planning Services 

In addition to offering asset management services to clients, Dovich & Associates may 

assist clients with the creation and maintenance of a financial plan, maintenance of client 

accounts with unaffiliated institutions, and coordination of a client's financial plan with 

various advisors.  The creation of a financial plan enables us to discuss with a client each 

aspect of the client's financial life, of which investing may only be a part.   

 

Our financial planning services address a range of client needs.  Our clients may request 

that we work with them to identify their financial needs with respect to income required 

for their retirement, educational expenses, or special purchases.  We may also assist our 

clients in understanding their insurance needs or developing an estate plan to provide for 

the client's family.  For clients who receive employee benefits, we may assist them in 

understanding the scope of those benefits, including insurance and compensation 

benefits.  In each instance, our financial planning services are provided with an objective 

of helping our client understand their overall financial position and using that information 

to help them identify appropriate investments and set objectives.  

 

For clients who already have a financial plan, we may assist them on an annual basis in 

keeping those plans updated to reflect changes in the client's financial situation. We 

generally do not provide financial planning services to non-investment advisory clients. 

 

Advisory Services to Retirement Plans and Plan Participants 

We offer advisory and consulting services to employee benefit plans ("Plan") and to the 

participants of such plans ("Participants"). These services are designed to assist plan 

sponsors in meeting their management and fiduciary obligations to Participants under the 

Employee Retirement Income Securities Act of 1974 ("ERISA").  Pursuant to adopted 

regulations of the U.S. Department of Labor, we are required to provide the Plan's 

responsible plan fiduciary with a written statement of the services we provide to the Plan, 

the compensation we receive for providing those services, and our status (which is 

described below).  

 

Status 

 

We are registered as an investment adviser under the Investment Advisers Act of 1940 

and we are not subject to any disqualification as set forth in Section 411 of ERISA. In 

performing fiduciary services, we are acting as a discretionary fiduciary of the plan as 

defined in Section 3(38) under ERISA. 

 

Other Non-Securities Related Services 

Investment adviser representatives of Dovich & Associates may provide advice or 

analysis to clients or a client's advisors that may be unrelated to securities.  On more than 

an occasional basis, we furnish advice to clients on matters not involving securities.  
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Examples of such matters include the amount and type of insurance a client needs, 

general information with regard to estate planning, employment contracts, education 

planning, credit and financing of real estate transactions, and tax planning other than 

return preparation. In certain instances, we may work with or refer clients to other 

professionals (e.g., legal counsel, property & casualty insurance agents) to help achieve 

our client's goals.  In no case do we receive any compensation from any third-party in 

connection with working with such professionals. 

 

Assets Under Management 

 

As of March 29, 2016, Dovich & Associates managed $244.59 million in assets on a 

discretionary basis, and $99.06 million on a non-discretionary basis.   

 

 

Fees and Compensation (Item 5) 

 

Asset Management Services 

 

Dovich & Associates’ fee arrangements for asset management services, including 

investment advice, are described in each client’s advisory agreement.  Our annual fees 

are charged as a percentage of the value of each client’s account.  Our fee schedule is as 

follows:   

 

1.00% for assets up to $2,000,000; 

0.75% on the next $3,000,000 of assets; and 

0.50% for assets in excess of $5,000,000. 

 

Our fees are generally assessed on the first day of each quarter, based on the market value 

of the client's account as of the last day of the previous quarter.  In certain circumstances, 

we may agree to other billing schedules upon request from a client and as specified in 

that client's investment advisory agreement. Our clients may elect whether to have their 

fees deducted directly from their account(s) or to be billed directly.  Fees will be prorated 

for any partial period, such as at the beginning or end of the advisory relationship. 

 

In addition to fees paid to Dovich & Associates, clients may be charged fees by 

unaffiliated third-parties, such as stock trading commissions or transaction fees related to 

the buying and selling of certain mutual funds.  These charges are determined and 

assessed by broker-dealers, custodians, or other financial institutions that are not related 

to Dovich & Associates, and we receive no compensation related to these fees.  Please 

see Item 12 for more information about our brokerage practices.  Clients may be charged 

a custodial fee by the broker-dealer, custodian, or financial institution maintaining the 

client’s account(s).  Currently, there are no custodial fees associated with Schwab.  For 

investments in mutual funds, clients will be charged by the mutual fund for fund 

expenses, such as the fund’s investment management fee, which are described in the 

prospectus of each such mutual fund.  Fees charged by any mutual fund separate and 

distinct from the services we provide and are in addition to the fees we charge. 
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Dovich & Associates does not receive any compensation, including commissions, related 

to specific investments for any accounts for which our client pays us an investment 

advisory fee.  However, Dovich & Associates does receive compensation with respect to 

the purchase of annuity contracts and investment products when those transactions are 

executed through a registered FINRA/SIPC member broker-dealer.  Additionally, for 

certain types of accounts (such as a 529 plan) for which Dovich & Associates does not 

charge an investment advisory fee, we may receive compensation related to the purchase 

of investment products when those transactions are executed through a registered 

FINRA/SIPC member broker-dealer.   

 

We may from time to time negotiate a discount to our normal advisory fees for clients 

with special circumstances.  Such circumstances may include, but are not limited to, 

anticipated future earning capacity, anticipated future additional assets, dollar amount of 

assets to be managed, related accounts, account composition, pre-existing client 

relationship, and account retention. 

Financial Planning Services 

Dovich & Associates charges a fixed retainer fee for financial planning services.  We 

provide our clients with a fixed price prior to the commencement of financial planning 

services, and the fee is charged at the end of the year after services are provided.  The fee 

will vary depending upon the unique scope and complexity of the services requested by 

the client. 

 

In addition to initial financial planning services provided to the client, we generally 

charge an annual retainer fee to annually update the client's financial plan to reflect any 

changes in the client's financial position. 

 

Miscellaneous Services 

For services other than investment advice and financial planning, Dovich & Associates 

may charge an hourly fee.  Hourly fees are determined and charged on a case-by-case 

basis and are charged after services are provided.   

 

Additional Compensation 

 

As described further in Item 10, the investment adviser representatives of Dovich & 

Associates are registered representatives with a registered FINRA/SIPC member broker-

dealer.  In connection with that registration, each of those persons may receive 

compensation for the sale of securities or other investment products when such 

transactions are executed by a registered FINRA/SIPC member broker-dealer.  Such 

transactions are generally limited to the sale of annuities contracts and 529 plans and 

affect only a very small portion of our overall business; most securities transactions for 

our clients are executed through Schwab, as described further in Item 12.  Dovich & 

Associates does not receive any compensation with respect to the purchase of mutual 

funds in client accounts or for any investment product other than insurance products and 
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certain limited products offered through a registered FINRA/SIPC member broker-dealer. 

 

In addition, our investment adviser representatives may be insurance agents or brokers 

with any number of life and health insurance companies. Our investment adviser 

representatives may sell insurance products, including but not limited to life, long-term 

care, disability, overhead, second-to-die, and health insurance. Our investment adviser 

representatives that are insurance agents or brokers receive compensation from the 

insurance companies for selling insurance products.  In addition, they may receive 

additional compensation from these companies for meeting certain production levels.  At 

the client’s request, we share commission information regarding insurance policy 

purchases. 

 

Our employees’ relationships with a registered FINRA/SIPC member broker-dealer. or 

any insurance company presents a conflict of interest and gives us or such employees an 

incentive to recommend investment products based on the compensation received, rather 

than on a client’s needs. To address this potential conflict, we disclose these relationships 

to our clients, and at the client’s request, we share information about commissions and 

other compensation that would be received by us in connection with any such transaction.  

 

Non-discretionary asset management clients have the option to purchase investment 

products that we recommend through other brokers or agents that are not affiliated with 

us.  In the case where we receive a commission for a transaction, there is no adjustment 

made to advisory fees for the client’s account to offset the commission.  

 

 

Performance Fees and Side-by-Side Management (Item 6) 

 

Dovich & Associates does not charge performance-based fees.  The term “performance-

based fees” refers to fees based on a share of capital gains on, or capital appreciation of, a 

client's assets. 

 

 

Types of Clients (Item 7) 

 

Dovich & Associates provides investment advice on both a discretionary and non-

discretionary basis to individuals, trusts, estates, corporations, and other business entities. 

We generally require that new accounts contain a minimum of $250,000, but this 

requirement may be reduced or waived based on the factors discussed in Item 5 with 

respect to negotiated fees. We generally do not provide financial planning services to 

non-investment advisory clients. 

 

 

Methods of Analysis, Investment Strategies, and Risk of Loss (Item 8) 

 

Methods of Analysis 
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Dovich & Associates uses a variety of analysis methods to analyze investment 

opportunities, including charting, fundamental analysis, technical analysis and cyclical 

analysis.  Charting is a method used to evaluate market trends and the price behavior of 

individual securities. Charts can reveal whether the market is in a major upturn or 

downturn and help analysts analyze whether such a trend is likely to reverse or the 

magnitude of any likely price swings.  

 

Fundamental analysis of a business involves analyzing its financial statements and health, 

its management and competitive advantages, and its competitors and markets. When 

applied to futures and foreign exchange markets, fundamental analysis focuses on the 

overall state of the economy, interest rates, production, earnings, and management. When 

analyzing a stock, futures contract, or currency using fundamental analysis there are two 

basic approaches one can use; bottom up analysis and top down analysis.  Bottom-up 

analysis involves analyzing the financial health of a company and its products and 

services, while top-down analysis focuses on the health of the economy and financial 

markets. 

 

Technical analysis involves studying past market data, including price and volume 

information, to judge the likelihood of increases or decreases in the price of a security. 

 

Cyclical analysis involves studying patterns in the past performance of certain securities 

or groups of securities.  The analysis calculates the length of time for certain reoccurring 

cycles. Well known market cycles include, for example, the four-year presidential cycle 

or annual and quarterly fiscal reporting cycles.  

 

The main sources of information Dovich & Associates uses include the Morningstar 

Advisor Workstation (an internet based tool) and financial websites, newspapers, and 

magazines (e.g., the Wall Street Journal Professional, Barron’s, Bloomberg, Grant’s 

Interest Rate Observer, and the Financial Analysts Journal).   We also review research 

materials prepared by others, company annual reports, prospectuses, filings with the SEC, 

and company press releases. 

 

Investment Strategies 

Dovich & Associates evaluates investment opportunities for clients that may include 

long-term investments (i.e., those held at least one year) and short-term investments (i.e., 

those sold within one year), margin transactions, and options writing and purchases. 

Margin trading allows a client to borrow against the securities held in the client’s 

account, pledging the securities as collateral. Margin borrowers will incur interest 

charges on the amount borrowed. A margin loan generally has no set repayment schedule 

as long as the client maintains the required minimum level of equity in the account.  

Options trading generally involves the purchase or sale of “options” contracts that permit 

the holder of the option to buy or sell a security or group of securities at a specified price 

(the “exercise price”) on or before a specified date (the “expiration date”). A call option 

for a particular security gives the purchaser of the option the right to buy, and the writer 
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(seller) the obligation to sell, the underlying security at the stated exercise price at any 

time prior to the expiration date, regardless of the market price of the security. The 

premium paid to the writer is in consideration for undertaking the obligation under the 

option contract. A put option for a particular security gives the purchaser the right to sell 

the security at the stated exercise price at any time prior to the expiration date of the 

option, regardless of the market price of the security. 

Stock index options are put options and call options on various stock indices. In most 

respects, they are identical to listed options on common stocks. The primary difference 

between stock options and index options occurs when index options are exercised. In the 

case of stock options, the underlying security, common stock, is delivered. However, 

upon the exercise of an index option, settlement does not occur by delivery of the 

securities comprising the index. The option holder who exercises the index option 

receives an amount of cash if the closing level of the stock index upon which the option 

is based is greater than, in the case of a call, or less than, in the case of a put, the exercise 

price of the option. This amount of cash is equal to the difference between the closing 

price of the stock index and the exercise price of the option expressed in dollars times a 

specified multiple. 

 

With respect to stock selection, we generally recommend to clients stocks that we believe 

fit our client's investment objectives and risk tolerances.  We stress the importance of 

having a diversified investment portfolio, and consequently, we recommend stocks (or 

mutual funds that invest in stocks) that are both growth- and value-oriented as well as 

stocks of companies with a range of market capitalizations.  To minimize the fees and 

risks associated with purchasing and selling stock of individual companies, we generally 

recommend that clients with less than $1 million in assets rely on mutual funds for 

exposure to equity investments, rather than a variety of individual stocks.   

 

With respect to bond selection, we generally recommend to clients U.S. government and 

corporate bonds that we believe fit our client's objectives for generating income and risk 

tolerances.  We evaluate the credit risk and anticipated income of bonds to identify 

appropriate investments for clients.  To minimize the fees and risks associated with 

purchasing and selling government and corporate bonds, we generally recommend that 

clients with less than $1 million in assets rely on fixed-income mutual funds for exposure 

to fixed-income investments, rather than a variety of individual bonds.   

 

With respect to the selection of investment companies (such as mutual funds) that invest 

in stocks or bonds, we evaluate the principal investment strategies of each such fund to 

identify funds pursuing an objective appropriate for the client and to diversify client 

assets across different sectors, company capitalizations, risks, and geographies.  We 

evaluate the tenure of each fund's management, as well as the historic portfolio turnover 

rates for fund holdings.  We also evaluate the fees of each fund to determine whether the 

fees are reasonable, given other similar investments that may be available, as well as the 

experience of the fund’s management, including past returns of the fund during various 

market conditions. 

 



 

 12 

At all times, we consider each client’s risk tolerance, desired investment strategy, funding 

needs, and investment limitations when selecting and/or recommending investments. 

 

Risks  

 

Investment and advisory products and services offered, selected or recommended by 

Dovich & Associates are subject to risks associated with investing in securities and may 

result in a loss of client assets that clients should be prepared to bear.  Dovich & 

Associates does not guarantee the results of any investment advice, selections or 

recommendations, nor do we guarantee that the investment objectives of advisory clients 

will be met. 

 

Additionally, the investment products that we select and/or recommend are subject to the 

following main risks: 

 

Market Risk:  Market risk refers to the risk related to investments in securities in general 

and the daily fluctuations in the securities markets.  A client’s investment is affected by 

many factors, including fluctuation in interest rates, the quality of the instruments in the 

client’s investment portfolio, national and international economic conditions and general 

market conditions. 

Equity Risk:  The value of equity securities can fluctuate—at times dramatically.  The 

prices of equity securities are affected by various factors, including market conditions, 

political and other events, and developments affecting the particular issuer or its industry 

or geographic sector. 

Management Risk:  Dovich & Associates’ judgments about the attractiveness, value, and 

potential appreciation of a particular asset class or individual security may be incorrect, 

and there is no guarantee that individual companies will perform as anticipated. 

Small Cap and Mid Cap Company Risk:  Investments in small and mid-capitalization 

companies involve greater risks than investments in larger, more established companies.  

These companies may not have the size, resources or other assets of large capitalization 

companies, and may experience higher growth and higher failure rates than do larger 

companies.  Because they may have limited product lines and financial resources, small 

and mid-capitalization companies also may be more vulnerable to economic, market and 

industry changes.  As a result, share price changes may be more sudden or erratic than the 

prices of other equity securities, especially over the short term. 

Foreign Investment Risk:  Foreign investing involves risks not typically associated with 

U.S. investments.  These risks include, among others, adverse fluctuations in foreign 

currency values, as well as adverse political, social and economic developments affecting 

a foreign country.  In addition, foreign investing involves less publicly available 

information, and more volatile or less liquid securities markets.  Investments in foreign 

countries could be affected by factors not present in the U.S., such as restrictions on 

receiving the investment proceeds from a foreign country, foreign tax laws, and potential 

difficulties in enforcing contractual obligations.  Foreign accounting may be less 
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transparent than U.S. accounting practices, and foreign regulation may be inadequate or 

irregular. 

Emerging Markets Risk:  The securities markets in emerging market countries are less 

developed and less liquid, and may be subject to greater price volatility.  These countries 

may have relatively unstable governments and deficiencies in regulatory oversight, 

market infrastructure, shareholder protections and company laws that could expose 

investors to risks beyond those generally encountered in developed countries.  In 

addition, profound social changes and business practices that depart from norms in 

developed economies have hindered the orderly growth of emerging economies and their 

markets in the past and have caused instability.  High levels of debt tend to make 

emerging economies heavily reliant on foreign capital and vulnerable to capital flight.  

Countries in emerging markets are also more likely to experience high levels of inflation, 

deflation or currency devaluation, which could hurt their economies and securities 

markets.  For these and other reasons, investments in emerging markets are often 

considered speculative. 

Investment Company Risk:  Clients invested in mutual funds, closed-end funds, 

exchange-traded funds, and other pooled investment funds will indirectly bear fees and 

expenses charged by the underlying investment funds.  Clients also may incur brokerage 

costs when purchasing exchange-traded funds and closed-end funds.  Investments in 

investment companies are also subject to the risks described in the respective investment 

company’s prospectus. 

Interest Rate Risk:  Fixed income securities increase and decrease in value based on 

changes in interest rates.  If interest rates increase, the value of fixed income securities 

will decline.  On the other hand, if interest rates decline, the value of fixed income 

securities generally increases.  Securities with longer maturities tend to produce higher 

yields, but are more sensitive to changes in interest rates and are subject to greater 

fluctuations in value. 

Credit Risk:  The issuer of a fixed income security may not be able to make interest and 

principal payments when due.  Generally, the lower the credit rating of a security, the 

greater the risk that the issuer will default on its obligation, which could result in a loss to 

the investor. 

Derivatives Risk: Derivative securities (such as options) are subject to changes in the 

underlying securities or indices on which such transactions are based.  There is no 

guarantee that the use of derivatives for investment or hedging purposes will be effective.  

Even a small investment in derivatives may give rise to leverage risk, and can have a 

significant impact on a client’s exposure to securities markets values and interest rates.  

Derivatives are also subject to credit risk (the counterparty may default) and liquidity risk 

(the client may not be able to sell the security or otherwise exit the contract in a timely 

manner). 

Disciplinary History (Item 9) 
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Registered investment advisers are required to disclose all material facts regarding any 

legal or disciplinary events that would be material to your evaluation of the adviser.  We 

have no information to disclose applicable to this Item. 

 

 

Other Financial Industry Activities and Affiliations (Item 10) 

 

  The firm is in the registration process with a newly hired broker dealer.  This 

arrangement will affect a small portion of our overall business.   

 

Code of Ethics, Participation or Interest in Client Transactions and Personal 

Trading (Item 11) 

 

On occasion, related persons of Dovich & Associates may buy or sell securities that have 

been selected for or recommended to a client.  All trading activity in a related person’s 

personal accounts adheres to the policy outlined in our Code of Ethics. Our procedures 

require that our Chief Compliance Officer review all personal securities transactions 

(other than through certain automatic investment programs or in accounts not controlled 

by the employee) to ensure that clients are not affected by trades executed for employees' 

personal accounts.  Employees are permitted to transact in mutual fund shares on the 

same day as clients because mutual fund shares trade only at the fund's net asset value 

(NAV) and only at the close of the market on each business day, and consequently, such 

transactions will not have any effect on the execution (including the price) of client 

orders. 

 

Dovich & Associates, in compliance with Rule 204A-1 under the Investment Advisers 

Act of 1940, as amended, has adopted a Code of Ethics that describes the duties and 

obligations of Dovich & Associates and our Access Persons (as defined in the Rule) to 

regard the interests of our clients as paramount at all times.  The principal objectives of 

this Code are to establish certain policies and procedures consistent with applicable 

federal securities laws and regulations and to ensure that the activities of Dovich & 

Associates and our employees are at all times undertaken consistent with, and in 

furtherance of, our fiduciary obligations to our investment advisory clients.  A copy of 

this Code is provided to all of our Access Persons and each Access Person is required to 

acknowledge in writing that he or she has received a copy of this Code. 

 

Under our Code, each Access Person is required to obtain the approval of our Chief 

Compliance Officer (“CCO”) before he or she directly or indirectly acquires beneficial 

ownership in any security in an initial public offering or in a limited offering.  In making 

such approval determinations, our CCO will consider, among other factors, whether the 

investment opportunity should be reserved for clients and whether the opportunity is 

being offered to an individual by virtue of his or her position with Dovich & Associates. 

  

Our Code of Ethics also addresses privacy of client information, insider trading, and 

compliance with federal securities laws and all laws applicable to us and our business 

activities.  Upon request, a copy of this Code will be provided to clients.    
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Brokerage Practices (Item 12)   

 

Dovich & Associates, upon a client’s request, will recommend brokers for the execution 

of client portfolio transactions.  In selecting a brokerage firm, we consider the integrity, 

experience, cost, product availability, responsiveness and capability of handling client 

accounts and transactions of the broker when determine which broker provides best 

execution for client transactions. 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 a broker-dealer’s services.   

 

Generally, Dovich & Associates recommends Schwab to our clients because we have 

found that Schwab offers a comprehensive, competitively priced product, including 

features such as Internet access to client accounts, cash management, a wide range of 

investment products, and reasonable commissions and fees.  Schwab’s commission 

schedules are periodically reviewed and compared to those of industry leaders to ensure 

they are fair and competitive.  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 are generally 

available on an unsolicited basis (we don’t have to request them) and at no charge to us. 

These support services may give us an incentive to recommend that you maintain your 

account with Schwab.  This is a potential conflict of interest. We believe, however, that 

our selection of Schwab as custodian and broker is in the best interests of our clients. 

 

Dovich & Associates does permit directed brokerage arrangements. Clients may direct us 

in writing to use a particular broker-dealer to execute some or all transactions for the 

client. In that case, the client will negotiate directly terms and arrangements for the 

account with that broker-dealer, and we will not seek better execution services or prices 

from other broker-dealers.  As a result, the client may pay higher commissions or other 

transaction costs or greater spreads, or receive less favorable net prices or qualitative 

execution, on transactions for the account than would otherwise be the case. Subject to 

our duty to provide best execution, we may decline a client’s request to direct brokerage 

if, in our sole discretion, such directed brokerage arrangements would result in additional 

operational difficulties. 

 

Third-party brokers may be used to execute some client transactions, but assets will 

always remain with the client account at the client’s custodial firm. 

 

Dovich & Associates has not entered into any commitments or understandings to trade 

with specific broker-dealers, direct a minimum number of transactions to specific 

brokers-dealers, or generate a specified level of brokerage commission with any 

particular broker-dealer, including Schwab, to receive brokerage or research services.  

These commitments or understandings are generally known as soft dollar arrangements. 
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Certain broker-dealers through whom we execute trades may provide us with unsolicited 

proprietary research, i.e., research created or developed by the broker.  This research is 

used for all of our client accounts, even though certain clients may not have paid direct 

commissions to the broker-dealers who provided the research.  This research may include 

a wide variety of reports, charts, publications or proprietary data on economic and 

political strategy, financial and economic studies and forecasts, credit analysis, analysis 

concerning specific securities, companies or industry sectors or stock and bond market 

conditions, and projections.  Brokerage services could include use of pricing services and 

proprietary order management systems. 

 

Consistent with obtaining best execution, brokerage transactions may be directed to 

certain broker-dealers in return for investment research products or services that assist us 

in our investment decision-making process.  For example, we may receive from Schwab, 

at a reduced cost or without cost to us, computer software and related systems support 

that allow us to better monitor client accounts maintained at Schwab.  We may receive 

the software and related support without cost because we render investment management 

services to clients that maintain assets at Schwab.  Such software and related systems 

could benefit us directly because we would need to produce or pay for such products; 

however, these services benefit our clients only indirectly. 

 

In fulfilling our duties to our clients, Dovich & Associates at all times puts the interests 

of our clients first.  Clients should be aware, however, that our receipt of economic 

benefits from a broker-dealer creates a conflict of interest since these benefits may 

influence our choice of one broker-dealer over another broker-dealer that does not furnish 

similar software, systems support, or services. 

 

Broker-dealers providing research services, even on an unsolicited basis, may charge 

commissions for executing portfolio transactions that are higher than the amount of 

commissions that other brokers would charge for effecting the same transactions.  We 

will execute portfolio transactions through these brokers only if it has determined that 

such broker-dealers provide best execution based on the factors described above. 

 

 

Review of Accounts (Item 13) 

 

At least annually, Dovich & Associates contacts each advisory client (discretionary and 

non-discretionary) to determine whether or not there have been any changes to the client's 

financial situation and/or investment objectives.  Our adviser representatives will conduct 

a review of the advisory client's account to determine whether the investments managed 

in the account are consistent with the advisory client's objectives.   Client accounts are 

reviewed annually at a minimum and more frequently upon the request of client. 

 

An individual financial plan review is provided to clients as of a specific date.  Financial 

plans may be updated at the request of the client.  Generally they are updated no more 

than annually unless there is a material change.   
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We provide written quarterly reports to certain of our advisory clients.  Not all clients 

receive reports from us; rather, the broker-dealer, custodian, or financial institution 

maintaining a client’s assets will provide regular reports to the client. Those firms 

determine the nature and frequency of these reports. Advisory clients receive 

confirmation statements whenever transactions are executed for their accounts. 

 

 

Payment for Client Referrals (Item 14) 

 

Other than the benefits described in Item 12 and commissions described in Item 5, 

Dovich & Associates does not receive an economic benefit from anyone other than its 

clients for advisory services. 

 

 

Custody (Item 15) 

 

Dovich & Associates does not provide custodial services to its clients.  Client assets are 

held with banks, registered broker-dealers, or other “qualified custodians.”  Clients will 

receive statements directly from the qualified custodians at least quarterly.  Clients are 

urged to carefully review those statements and compare the custodial records to any 

reports provided by Dovich & Associates.   The information in our reports may vary from 

custodial statements based on accounting procedures, reporting dates, or valuation 

methodologies of certain securities.  Clients should contact us with any questions about 

these reports. 

 

 

Investment Discretion (Item 16) 

 

Clients can engage Dovich & Associates to provide investment advisory services on a 

discretionary basis. Prior to Dovich & Associates assuming discretionary authority over a 

client’s account, the client is required to execute an Investment Advisory Agreement, 

naming Dovich & Associates as client’s attorney and agent in fact, granting Dovich & 

Associates full authority to buy, sell, or otherwise effect investment transactions 

involving the assets in the client’s name found in the discretionary account. 

 

Clients who engage Dovich & Associates on a discretionary basis may, at any time, 

impose restrictions, in writing, on Dovich & Associates’ discretionary authority (i.e., 

limit the types/amounts of particular securities purchased for their account, exclude the 

ability to purchase securities with an inverse relationship to the market, limit Dovich & 

Associates’ use of margin, etc.) 

 

Voting Client Securities (Item 17) 

 

For a non-discretionary asset management client,  Dovich & Associates does not exercise 

voting rights for any securities held by the client.  Dovich & Associates is not required to 

take any action or render any advice with respect to any securities presently or formerly 
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held by the client, or the issuers thereof, which become the subject of legal proceedings, 

including bankruptcies.  Clients receive proxies and other solicitations directly from the 

custodian of their investment account.  They may contact us with questions regarding a 

solicitation by calling us at the phone number on the cover of this brochure or sending an 

e-mail to the address listed on the cover. 

 

For a discretionary asset management client, Dovich & Associates will determine how to 

vote proxies based on our best judgment of the vote enhancing shareholder value and/or 

maximizing the long-term economic benefits of shareholders.  You may obtain 

information on how we voted proxies and/or obtain a full copy of our proxy voting 

policies and procedures by making a written or oral request to our firm. 

 

 

Financial Information (Item 18) 

 

Registered investment advisers are required to provide clients with financial information 

or disclosures about their financial condition in this Item. Dovich & Associates has no 

financial commitments that impair its ability to meet contractual and fiduciary 

commitments to its clients and has never been the subject of a bankruptcy proceeding. 
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