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Item 2 - Summary of Material Changes 

 
At least annually, this section will discuss only specific material changes that are made to the 
Brochure and provide you with a summary of such changes.  Additionally, reference to the date of 
the last annual update to this Brochure will be provided. 
 
The material changes made to our Brochure dated March 18, 2015 are as follows: 
 
Item 4 – Advisory Business 

 We updated the amount of discretionary assets under our management. 
 
 
 

A copy of our updated Brochure may be requested by contacting us at (781) 255-0214 and/or 
heritage@heritagefinancial.net.  Our Brochure is available to you free of charge. 
 
Additional information about Heritage Financial Services is also available via the SEC’s web site 
www.adviserinfo.sec.gov.  The IARD number for Heritage Financial Services is 127268.  The 
SEC’s web site also provides information about any persons affiliated with Heritage Financial 
Services who are registered, or are required to be registered, as Advisory Representatives of 
Heritage Financial Services. 
 
 
 



	

	

3March	16,	2016	

Item 3 - Table of Contents 
 
 
 
Item 2 - Summary of Material Changes .............................................................................................2 
Item 3 - Table of Contents ..................................................................................................................3 
Item 4 - Advisory Business ................................................................................................................4 
Item 5 - Fees and Compensation ........................................................................................................6 
Item 6 - Performance-Based Fees and Side by Side Management .....................................................8 
Item 7 - Types of Clients ....................................................................................................................8 
Item 8 - Methods of Analysis, Investment Strategies and Risk of Loss ............................................8 
Item 9 - Disciplinary Information ......................................................................................................9 
Item 10 - Other Financial Industry Activities and Affiliations ..........................................................9 
Item 11 - Code of Ethics, Participation or Interest in Client Transactions and Personal Trading ...10 
Item 12 - Brokerage Practices ..........................................................................................................11 
Item 13 - Review of Accounts ..........................................................................................................13 
Item 14 - Client Referrals and Other Compensation ........................................................................14 
Item 15 - Custody .............................................................................................................................16 
Item 16 - Investment Discretion .......................................................................................................16 
Item 17 - Voting Client Securities ....................................................................................................16 
Item 18 - Financial Information .......................................................................................................16 



	

	

4March	16,	2016	

Item 4 - Advisory Business 
 
Heritage Financial Services (hereinafter referred to as “Heritage”) is a fee-based adviser that 
provides asset management and financial planning services. 
 
A. Charles S. Bean III incorporated Heritage Financial Services under the laws of the state of 
Massachusetts in 1996, and became a limited liability company in January 2014.  Heritage was 
registered with the state of Massachusetts from September 2000 until July 2005.  Heritage filed for 
investment adviser registration with the SEC in July of 2005.  Heritage is majority owned by 
Heritage Financial Services, Inc.  Charles S. Bean III is the President and sole owner of Heritage 
Financial Services, Inc.  He has been in the financial services industry since 1990.  Additional 
business information about Chuck and Heritage’s advisory representatives is disclosed in our 
Supplemental Brochure. 
 
B. Heritage offers Asset Management and Financial Planning services, as fully described below: 

 
These services may be general in nature or focused on particular areas of interest or need depending 
upon each client’s unique circumstances.   

Asset Management and Financial Planning Services 

An initial free, no obligation meeting is offered to introduce Heritage’s services and fees.  Once 
there is mutual agreement and desire to consider working together, we will request a number of 
documents to help understand your overall financial situation. 
 
Heritage will gather financial information and history from you such as your financial and retirement 
goals, investment objectives, investment time horizon, tolerance for risk, financial needs, cash flow 
analysis, education needs, savings tendencies, and other applicable financial information.  All 
information gathered from you is confidential.   
 
The financial plan is based on your financial situation at the time and on the financial information 
you disclose to Heritage.  Certain assumptions will be used with respect to anticipated tax rates, 
future rates of return and inflation as well as the use of past trends and performance of the market 
and the economy.  However, past performance is in no way an indication of future performance.  
Heritage cannot offer any guarantees or promises that your financial goals and objectives will be 
met.  Furthermore, you should continue to review and update your plan with Heritage as changes 
occur with the assumptions used and/or there are changes in your financial situation, goals, or 
objectives.  If your financial situation or investment goals or objectives change, you should notify 
Heritage promptly.  You are advised that the financial advice offered by Heritage may be limited 
and is not meant to be legal or accounting advice.  Based on your specific needs or situation, you 
may need to seek the services of other professionals such as a banker, an insurance adviser, attorney 
and/or accountant.  Our primary goal is to help our clients identify and pursue their financial goals, 
thereby enhancing the overall quality of their lives. 
 
After evaluating the information gathered by Heritage, we will prepare a written financial plan and  
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present the analysis and recommendations for steps to be taken to work toward your financial goals.  
We will customize your investment portfolio taking into consideration your limitations or 
restrictions, and your personal financial goals and objectives.  We have asset allocation models to 
assist us in general portfolio construction.  If you are satisfied with our recommendations and decide 
to engage Heritage for asset management and financial planning services, we will have you sign an 
Asset Management Agreement.  After we implement the initial portfolio allocation and with your 
written approval as indicated in the Asset Management Agreement, we will provide continuous and 
ongoing management of your account using our own discretion to determine any changes to the 
account.  Unless otherwise expressly requested by you, Heritage will manage the account and will 
make changes to the allocation as deemed appropriate by Heritage.  Heritage will determine the 
securities to be purchased and sold in the account and will alter the securities holdings from time to 
time, without prior consultation with you.   
 
Heritage primarily uses institutional open-ended mutual funds and closed-end interval funds.  
However, managed accounts are not exclusively limited to mutual funds and closed end interval 
funds, and may include stocks and bonds, certificates of deposits, government securities, exchange 
traded funds (ETFs), money markets, annuities, REITs and other securities.  When consistent with 
investment objectives, we may also recommend accredited investors invest in private placement 
securities (limited partnerships), which may include debt, equity, and/or pooled investment vehicles.  
Heritage will receive no additional compensation from investments in private placement securities 
but will continue to receive asset management fees for those assets under management. 
 
Heritage also offers discretionary asset allocation services and investment recommendations to 
clients regarding variable annuity products, 529 college savings plans, and/or individual employer-
sponsored retirement and deferred compensation plans.  We either direct or recommend the 
allocation of assets among the various mutual fund and investment choices offered by the variable 
annuity, 529 plan or retirement/deferred compensation plan.  Your assets are maintained at either 
the specific fund company or insurance company that issued the variable annuity or 529 plan or at 
the custodian designated by the sponsor of your retirement/deferred compensation plan. 
 
Upon review of clients’ employer-sponsored retirement plans, Heritage may recommend clients roll 
over their employer-sponsored retirement plan assets to an IRA, keep the assets in their employer-
sponsored retirement plan, or review other options available to the client.  Before making a 
recommendation, Heritage will review some or all of the following factors:  investment choices 
available in the retirement plan(s) and an IRA; the fees and expenses charged under each option; tax 
consequences, if any; required minimum distributions and age requirements; and protection of assets 
from creditors and legal judgments.  
 
Should Heritage recommend a rollover to an IRA managed by Heritage, compensation will be 
earned by Heritage.  This is not the case when the recommendation is to leave the assets in the 
employer-sponsored retirement plan - unless Heritage is engaged to manage or provide advice 
regarding the assets in the plan.  If Heritage is not managing the client’s assets in the plan, there is 
a financial incentive to encourage a client to roll plan assets into an IRA that Heritage will manage 
or to engage Heritage to manage the account while maintained at the client's employer.  Heritage 
attempts to mitigate this conflict of interest by informing clients that they are under no obligation to 
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rollover their assets to a Heritage-managed IRA, to use a specific custodian, or to engage Heritage 
to manage the assets in the plan.  
 
C. Heritage will tailor the advisory services to your individual needs.  You may impose restrictions 
and/or limitations on investing in certain individual securities or types of securities.  We will ask 
you to complete a client data gathering form and risk tolerance questionnaire to assist us with 
obtaining information about your financial situation and history.  We will conduct an interview and 
data gathering session to continue the due diligence process.  The information gathered by Heritage 
will assist us in providing you with the requested services and customize the services to your 
financial situation.  Depending on the services you have requested, we will request various financial 
information and history from you including, but not limited to: 
 

• Financial needs 
• Financial and retirement goals 
• Investment objectives 
• Investment time horizon 
• Bank, investment and retirement statements 
• All other assets 
• All sources of income 
• All planned expenditures 
• Tax returns 
• Education needs 
• Savings tendencies 
• Other applicable financial information required by our firm in order to provide the 

investment advisory services you have requested.   
 

D. Heritage does not participate in any wrap fee programs. 
 
E. As of December 31, 2015, we have approximately $1 billion of client assets under our 
discretionary management.   

Item 5 - Fees and Compensation 

 
A.   Advisory fees for new clients will be in accordance with the following tiered fee schedule listed 
below.  Fees are subject to change, and are based on the aggregate value of all managed accounts 
within the established household.   
 

Account Size             Annual Fee 

First $0 to $2,500,000 1.00% 

Next $2,500,001 to $5,000,000 .90% 

Next $5,000,001-$10,000,000 .75% 

Next $10,000,001 to $25,000,000 .50% 

Greater than $25,000,000 .40% 
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*Note:  At Heritage’s discretion, client accounts from one household may be consolidated with 
client accounts from other households to aggregate account values for fee calculations.  The annual 
fee may then be based on an aggregate value of all accounts within the combined household.  
Included in the house holding will be all assets managed by Heritage which may be held at various 
custodians.  These assets may include, but not be limited to, brokerage account assets, variable 
annuity products, 529 college savings plans, and/or individual employer-sponsored retirement and 
deferred compensation plans. 
 
In limited and unique circumstances, our fees may be negotiable based on factors such as significant 
capital additions in the future; anticipated future earning capacity; related accounts; account 
composition; pre-existing client pro bono activities, and complexity of services provided.  In such 
cases, the negotiated arrangement will be described in the client’s asset management agreement.  
Fees are not based on a share of capital gains or capital appreciation of the funds or any portion of 
the funds in your account. Heritage may change the above fee schedule upon 30-days prior written 
notice to you. 
 
You may make additional deposits to or partial withdrawals from the account at any time.  
Additional deposits made during a quarter for amounts equal to $25,000 or more will be assessed a 
prorated fee for the remainder of the quarter.  Withdrawals made during a quarter for amounts equal 
to $25,000 or more will be credited with a prorated credit for the remainder of the quarter.  No fee 
adjustments will be made for account appreciation or depreciation.  
 
B.   Fees are payable quarterly in advance and are based upon the market value of the Client’s 
portfolio on the last day of the previous quarter as valued by the Custodian and/or other financial 
institutions valuing the assets.  The fees will be charged to and collected directly from your account, 
provided you have given Heritage written authorization to debit the fee.  The value of the portfolio 
may include, but is not limited to, assets under our management held at Charles Schwab & Co., Inc. 
(Schwab), TD Ameritrade, Inc.,  mutual fund or variable annuity companies, retirement plans such 
as 401(k) and 403(b), 457s, pension plans, 529 college savings plans, and deferred compensation 
plans (herein referred to as “other institutions”).  In the case of multiple accounts, we may debit 
aggregate fees from a single or multiple accounts as permissible by law. If an account is established 
during the middle of a quarter, you will pay a pro-rated quarterly advisory fee based upon the number 
of days the account was under Heritage’s management.  You will be provided with an account 
statement from your account custodian reflecting the deduction of the advisory fee.  If your account 
does not contain sufficient funds to pay the advisory fees, we have the limited authority to sell or 
redeem securities in sufficient amounts to pay advisory fees.  Except for ERISA and IRA accounts, 
you may reimburse your account for advisory fees paid to Heritage.  
 
C.   In addition to the advisory fees above, you will pay transaction fees for securities transactions 
executed in your account in accordance with the custodian’s transaction fee schedule.  You may 
also pay fees for custodial services, account maintenance fees, and other fees associated with 
maintaining your account.  These fees are not charged by Heritage but are charged by the product 
sponsor or account custodian.  Heritage does not share in any portion of these fees.  Additionally, 
you may pay your proportionate share of the mutual fund’s and/or variable annuities management 
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and administrative fees and sales charges as well as the mutual fund adviser’s fee of any mutual 
fund they purchase.  These fees are not shared with Heritage and are compensation to the fund 
manager.  In rare instances, clients may hold no transaction fee funds at either Schwab or TD 
Ameritrade.  Some of these funds may charge a short term redemption fee if the fund is not held for 
a certain period of time. For full disclosure, you should read the mutual fund prospectus and/or 
offering memorandum for each investment.  For more information regarding Brokerage Practices, 
please see Item 12.  

 
D. The advisory fee is billed quarterly in advance.  Fees are based on the value of your total 
portfolio as of the last day of the previous quarter.  
 
You may terminate investment advisory services at any time without penalty upon verbal or written 
notice to Heritage.  You will, however, be responsible for any fees and charges incurred from third 
parties as a result of maintaining the account, such as transaction fees for any securities transactions 
executed and account maintenance or custodial fees.  If investment advisory services are terminated 
during a quarter, you will be charged a pro-rated advisory fee for the quarter up to the date of 
termination.  Any unearned, pre-paid fees will be refunded to you based upon the number of days 
left in the quarter from the date of termination.  

Item 6 - Performance-Based Fees and Side by Side Management 

 
Heritage does not charge performance based fees (fees based on a share of capital gains on or capital 
appreciation of the assets of a client). 

Item 7 - Types of Clients  

 
Heritage’s services are primarily offered to both high net worth and non-high net worth individuals, 
trusts and estates, pension and profit sharing plans, charitable organizations, endowments and 
foundations.   
 
The minimum household size to obtain advisory, financial planning and asset management services 
is generally $1,000,000.  Households below this minimum may be accepted at our discretion.  You 
should be aware that performance may suffer due to difficulties with diversifying smaller accounts 
and due to risk controls potentially being compromised.  Performance of smaller accounts may vary 
from the performance of accounts with more dollars invested since fluctuations in the market may 
affect smaller accounts more. 

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

 
A.   Heritage manages client portfolios primarily through the use of open-end mutual funds, closed-
end interval funds, and limited partnerships.  Client portfolios may hold additional individual 
securities based on their specific objective.  We determine our target asset allocation based on asset 
class valuations, correlations to other portfolio holdings, our estimated risk and return assumptions 
and our view of the current economic environment.  We select specific investments within each 
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class based on various factors, including fees, manager tenure, past performance, portfolio 
valuations and the current relative opportunity set.  Investing in securities involves the risk of loss 
that you should be prepared to bear, including the potential for the loss of principal.  Primary risks 
include market risk, manager risk and liquidity risk. 
 
B.   We do not represent, warrantee or imply that the services or methods of analysis we use can or 
will predict future results, successfully identify market trends or insulate you from any losses.  The 
primary risk involved with our portfolio construction process is the risk of under or over allocating 
funds to certain asset classes or individual securities.  Past performance is no indication of future 
performance. No guarantees can be offered that your goals or objectives will be achieved.  
Furthermore, no promises or assumptions can be made that the advisory services offered by Heritage 
will provide a better return than other investment strategies. 

 
C.   As stated above in Item 4, Heritage primarily uses open-ended mutual funds, closed-end interval 
funds and limited partnerships in client portfolios.  The risks with mutual funds include the costs 
and expenses within the fund that can impact performance and failure of managers to achieve their 
objectives.  Open ended mutual funds are not typically subject to liquidity risk.  Interval funds 
include the same risks listed above with mutual funds, and in addition, carry liquidity risk, which is 
the risk that certain assets may not be able to be sold in a timely manner.  Mutual fund fees are 
described in the fund's prospectus, which the custodian delivers to the client following any purchase 
of a mutual fund that is new to the clients account. In addition, a prospectus is available online at 
each mutual fund company's website. The risks with limited partnerships include the costs and 
expenses within the investment that can impact performance, failure of managers to achieve their 
objectives and liquidity risk. These risks will be described in the private placement memorandum 
(or subscription agreement) which will be provided to you. 

Item 9 - Disciplinary Information  

 
There is no reportable disciplinary information for Heritage, its managers or financial advisers.    
For Massachusetts Residents:  Massachusetts General Laws Section 203A requires disclosure that 
information about the disciplinary history and the registration of Heritage and its associated 
person(s) may be obtained by contacting the Public Reference Branch of the Securities and 
Exchange Commission at (202) 942-8090 or the Massachusetts Securities Division at (617) 727-
3548. 
 
Item 10 - Other Financial Industry Activities and Affiliations  
 
A. & B.  Heritage does not have a related person who is a: broker/dealer or other similar type of 
broker or dealer; investment company or other pooled investment vehicle, other investment adviser 
or financial planner; futures commission merchant or commodity pool operator; banking or thrift 
institution; accountant or accounting firm; lawyer or law firm; insurance company or agency; 
pension consultant; real estate broker or dealer; or sponsor or syndicator of a limited partnership. 
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C. Heritage nor its management has a relationship with any of the following entities: broker/dealer, 
municipal securities dealer, or government securities broker/dealer, investment company or other 
pooled investment vehicle, other investment adviser or financial planner, futures commission 
merchant, commodity pool operator or commodity trading advisor, banking or thrift institution, 
accountant or accounting firm, lawyer or law firm, pension consultant, real estate broker or dealer 
or sponsor syndicator of limited partnerships. 
 
D.  Heritage does not recommend or select other investment advisers for its clients. 

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

 
Code of Ethics 
A. Heritage has a fiduciary duty to you to act in your best interest and always place your interests 
first and foremost.  Heritage takes seriously its compliance and regulatory obligations and requires 
all staff to comply with such rules and regulations as well as our policies and procedures.  Further, 
we strive to handle your non-public information in such a way to protect information from falling 
into the hands of anyone who has no business reason to know such information.  We provide you 
with our Privacy Policy which details our procedures for handling your personal information.  
Heritage maintains a Code of Ethics for its supervised persons and office staff.  The Code of Ethics 
contains provisions for standards of business conduct in order to comply with federal securities laws, 
personal securities reporting requirements, pre-approval procedures for certain transactions, code 
violations reporting requirements, and safeguarding of material non-public information about your 
transactions.  Further, our Code of Ethics establishes our firm’s expectation for business conduct.  
A copy of our Code of Ethics will be provided to you upon request. 
 
B. Neither Heritage nor its associated persons recommends to clients or buys or sells for client 
accounts any securities in which we have a material financial interest. 

 
C. Heritage and its associated persons may buy or sell securities identical to those securities 
recommended to you.  Therefore, Heritage and/or its associated persons may have an interest or 
position in certain securities that are also recommended and bought or sold to you.  They will not 
put their interests before your interest.  Neither Heritage nor any associated person may trade ahead 
of you or trade in such a way to obtain a better price for themselves than for you or other clients.  

 
D. Heritage is required to maintain a list of all securities holdings for its associated persons and 
develop procedures to supervise the trading activities of associated persons who have knowledge of 
your transactions and their related family accounts at least quarterly.  Furthermore, associated 
persons are prohibited from trading on non-public information or sharing such information.   
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Item 12 - Brokerage Practices  
 
A.   The Custodian and Brokers We Use  
Heritage does not maintain custody of your assets; although we may be deemed to have custody of 
your assets if you give us authority to withdraw advisory fees from your account (see Item 15-
Custody, below).  Your assets must be maintained in an account at a “qualified custodian”, generally 
a broker-dealer or other financial institution.  We primarily recommend that our clients use Charles 
Schwab & Co., Inc. (Schwab), a registered broker-dealer, member SIPC, as a qualified custodian 
and/or TD Ameritrade, a registered broker-dealer, member SIPC, as a qualified custodian.  At times, 
we may utilize other qualified custodians to hold your assets, i.e. annuities, 529 plans, etc. We are 
independently owned and operated and are not affiliated with Schwab, TD Ameritrade or any other 
qualified custodian.  The qualified custodian will hold your assets in a brokerage account and buy 
and sell securities with our instruction.  While we will recommend a qualified custodian to hold 
your assets, you will decide whether to do so and will open the account directly at the qualified 
custodian with our assistance.    
 
How We Select Brokers/Custodians 
We seek to use a custodian/broker who will hold your assets and execute transactions on terms that 
are, overall, most advantageous when compared to other available providers and their services.  We 
consider a wide range of factors, including, among others: 

 
· Combination of transaction execution services and asset custody services 
· Capability to execute, clear and settle trades (buy and sell securities for your account) 
· Capability to facilitate transfers and payments to and from accounts (wire transfers, 

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

traded fund [ETFs], limited partnerships) 
· Availability of investment research and tools that assist us in making investment 

decisions. 
· Quality of services 
· Competitiveness of the price of those services and willingness to negotiate the prices 
· Reputation, financial strength, and stability 
· Prior service to us and our other clients 
· Availability of other products and services that benefit us 

      
Your Brokerage and Custody Costs 
For our clients’ accounts that Schwab and TD Ameritrade maintains, Schwab and TD Ameritrade 
generally do not charge you separately for custody services but are compensated by charging you 
commissions or other fees on trades that  are executed or settled into your Schwab or TD Ameritrade 
account. Schwab’s commission rates applicable to our client accounts were negotiated based on the 
condition that our clients collectively maintain a total of at least $10,000,000 of their assets in 
accounts at Schwab.  For client accounts at Schwab, this commitment benefits you because the 
overall commission rates you pay are lower than they would be otherwise.  TD Ameritrade’s 
commission rates applicable to our clients were negotiated based on the condition that our clients 
collectively maintain a total of at least $100,000,000 of their assets in accounts at TD Ameritrade. 
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Because of these factors, in order to minimize your trading costs, we have Schwab or TD Ameritrade 
execute most trades for your account(s). We have determined that having Schwab and/or TD 
Ameritrade execute most trades is consistent with our duty to seek “best execution” of your trades. 
Best execution means the most favorable terms for a transaction based on all relevant factors, 
including those listed above (see “How We Select Brokers/Custodians”). 
 
Products and Services Available to Us from Custodians 
Schwab Advisor Services™ (formerly called Schwab Institutional®) is Schwab’s business serving 
independent investment advisory firms like us and TD Ameritrade Institutional is TD Ameritrade’s 
business serving independent investment advisory firms like us.   They provide us and our clients 
with access to its institutional brokerage— trading, custody, reporting, and related services—many 
of which are not typically available to Schwab or TD Ameritrade retail customers. Schwab and TD 
Ameritrade 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 
and TD Ameritrade’s support services generally are available on an unsolicited basis (we don’t have 
to request them) and at no charge to us.  Following is a more detailed description of Schwab’s and 
TD Ameritrade’s support services: 

 
Services That Benefit You.  Schwab’s and TD Ameritrade’s institutional brokerage services 
include access to a broad range of investment products, execution of securities transactions, and 
custody of client assets. The investment products available through Schwab and TD Ameritrade 
include some to which we might not otherwise have access or that would require a significantly 
higher minimum initial investment by our clients. Schwab’s and TD Ameritrade’s services 
described in this paragraph generally benefit you and your account. 
 
Services That May Not Directly Benefit You.  Schwab and TD Ameritrade also makes available 
to us other products and services that benefit us but may not directly benefit you or your account. 
These products and services assist us in managing and administering our clients’ accounts. They 
include investment research, both Schwab’s, TD Ameritrade’s, and that of third parties. We may 
use this research to service all or a substantial number of our clients’ accounts, including accounts 
not maintained at Schwab or TD Ameritrade. In addition to investment research, Schwab and TD 
Ameritrade also makes available software and other technology that: 

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

· Facilitate trade execution 
· Provide pricing and other market data 
· Facilitate payment of our fees from our clients’ accounts 
· Assist with back-office functions, recordkeeping and client reporting 

 
Services That Generally Benefit Only Us.  Schwab and TD Ameritrade also offer other services 
intended to help us manage and further develop our business enterprise.  These services include: 

· Educational conferences and events 
· Consulting on technology, compliance, legal and business needs 
· Publications and conferences on practice management and business succession 
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· Access to employee benefits providers, human capital consultants, and insurance 
providers 

 
Schwab or TD Ameritrade may provide some of these services themselves.  In other cases, they will 
arrange for third-party vendors to provide the services to us.  Schwab or TD Ameritrade may also 
discount or waive their fees for some of these services or pay all or a part of a third-party’s fees. 
Schwab or TD Ameritrade may also provide us with other benefits, such as occasional business 
entertainment of our personnel.   
 
Our Interest in Schwab’s and TD Ameritrade’s Services 
The availability of these services from Schwab and TD Ameritrade benefits us because we do not 
have to produce or purchase them. We don’t have to pay for Schwab’s or TD Ameritrade’s services. 
We may have an incentive to recommend that you maintain your account with Schwab or TD 
Ameritrade, based on our interest in receiving Schwab’s or TD Ameritrade’s services that benefit 
our business rather than based on your interest in receiving the best value in custody services and 
the most favorable execution of your transactions. This is a potential conflict of interest. We believe, 
however, that our selection of Schwab and/or TD Ameritrade as custodian and broker is in the best 
interests of our clients. Our selection is primarily supported by the scope, quality, and price of 
Schwab’s and TD Ameritrade’s services (see “How We Select Brokers/Custodians”) and not 
Schwab’s or TD Ameritrade’s services that benefit only us.  

 
B. We may aggregate purchase or sale orders of an individual security in the event that we are 
trading a large quantity of shares across multiple client accounts in one trading day.  We may 
aggregate orders if we believe individual orders would materially impact the security price and 
aggregating orders would lead to better execution. 

Item 13 - Review of Accounts 

 
A.   We will attempt to contact you at least annually to determine if there have been any changes to 
your financial situation or investment objective(s).  Our office will be reasonably available to you, 
during normal business hours, for consultation regarding the management of your account.  You 
should notify Heritage of any changes to your financial situation, goals and objectives, whereas such 
changes may require us to review the portfolio allocation and make recommendations.  You agree 
to notify us promptly if you identify any errors, or have any questions or concerns about the accuracy 
of any item in an account statement or transaction confirmation.  Accounts will be reviewed on a 
periodic basis unless otherwise requested by the client.  Reviews are conducted by the research staff, 
analysts, and financial advisers at Heritage.  
 
B.   Heritage will monitor for changes or shifts in the economy, changes to the management and 
structure of mutual funds, limited partnerships, or other investment vehicles in which your assets  
are invested, and market shifts and corrections.  We will also review client accounts if there is a 
change in their investment objective or if significant contributions or withdrawals are made to/from 
their account.  In addition, we may review accounts for tax loss selling, change in a client’s tax 
situation, or a change in the tax code. 
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C.   You will be provided statements at least quarterly directly from account custodians and/or other 
institutions where your assets are maintained.  Additionally, you will receive confirmations of all 
transactions directly from account custodians and/or other institutions where your assets are 
maintained.  All non-retirement accounts and retirement accounts for those clients taking 
distributions will receive an annual tax reporting statement after the first of each year.  In addition, 
at least once a year, all fee-paying clients will receive a performance report.  You should compare 
the report with statements received directly from the account custodian(s). Should there be any 
discrepancy; the account custodian’s report will prevail.   

Item 14 - Client Referrals and Other Compensation 

 
A. We receive an economic benefit from Schwab in the form of the support products and services 
it makes available to us and other independent investment advisors whose clients maintain their 
accounts at Schwab.  These products and services, how they benefit us, and the related conflicts of 
interest are described above (see Item 12-Brokerage Practices).  The availability to us of Schwab’s 
products and services is not based on us giving particular investment advice, such as buying 
particular securities for our clients.  Product vendors recommended by Heritage may provide 
monetary and non-monetary assistance with client events, provide educational tools and resources.  
We do not select products as a result of any monetary or non-monetary assistance.  Heritage’s due 
diligence of a product does not take into consideration any assistance it may receive.  Therefore, 
this is not considered a conflict of interest but a benefit for you and us.  Schwab also provides a 
benefit by covering any trading error resulting in $100 or less.  This is standard procedure for 
Schwab.   
 
Heritage also participates in TD Ameritrade’s institutional customer program and may recommend 
TD Ameritrade to Clients for custody and brokerage services.  There is no direct link between 
Heritage’s participation in the program and the investment advice it gives to Clients, although 
Heritage receives economic benefits through it participation in the program that are typically not 
available to TD Ameritrade retail investors.  These benefits include the following products and 
services (provided without cost or at a discount):  receipt of duplicate Client statements and 
confirmations; research related products and tools; consulting services; access to a trading desk 
serving Heritage participants; the ability to have asset management fees deducted directly from 
Client accounts; access to an electronic communications network for Client order entry and account 
information; access to mutual funds with no transaction fees and to certain institutional money 
managers; and discounts on compliance, marketing, research, technology, and practice management 
products or services provided to Heritage by third party vendors.  TD Ameritrade may also have 
paid for business consulting and professional services received by Heritage’s related persons.  Some 
of the products and services made available by TD Ameritrade through the program may benefit 
Heritage but may not benefit its Client Accounts.  These products and services may assist Heritage  
in managing and administering Client accounts, including accounts not maintained at TD 
Ameritrade.  Other services made available by TD Ameritrade are intended to help Heritage manage 
and further develop its business enterprise.  The benefits received by Heritage or its employees 
through participation in the program do not depend on the amount of brokerage transactions directed 
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to TD Ameritrade.  As part of its fiduciary duties to clients, Heritage endeavors at all times to put 
the interests of its Clients first and foremost.  Clients should be aware, however that the receipt of 
economic benefits by Heritage or its related persons in and of itself creates a potential conflict of 
interest and may indirectly influence Heritage’s choice of TD Ameritrade for custody and brokerage 
services. 
 
B. Heritage pays referral fees to independent solicitors for the referral of clients to us, in accordance 
with Rule 206 (4)-3 of the Investment Advisers Act of 1940.  This referral fee is a share of our 
advisory fee.  Additionally, Heritage acts as a solicitor for other investment advisers, in accordance 
with Rule 206(4)-3 of the Investment Advisers Act of 1940.  If the referred client decides to engage 
the investment adviser for advisory services, Heritage will be compensated for the referral by 
payment of a portion of the advisory fee assessed by the investment adviser.  Either arrangement 
will not result in higher costs to the client.  All referred clients will be given written disclosure 
describing the terms and fee arrangements between Heritage and the investment adviser, thus 
mitigating any conflict of interest.  Additionally, all applicable federal and state laws are observed.   
 
Heritage also engages the services of a sub-advisor to provide financial planning services to certain 
clients.  Heritage pays the sub-advisor a portion of the advisory fee it receives from the client.  This 
does not result in any additional costs to the client.  Clients sign a disclosure document describing 
the nature of sub-advisory relationship, thus mitigating any conflict of interest.  
 
Heritage’s related persons that are insurance agents may receive commissions for the sale of 
insurance products in instances where they refer a client to another insurance agent.  The receipt of 
this compensation may affect the judgment of related persons when recommending certain insurance 
agents to its clients.  While related persons endeavor at all time to put the interest of the clients first 
as part of its fiduciary duty, clients should be aware that the potential receipt of commission itself 
creates a conflict of interest, and may affect the judgment of related persons when making insurance 
agent recommendations.   Referred clients are not obligated to use referred insurance agent and 
Heritage is not involved in the selection of insurance products.   
 
Heritage may have multiple business and non-business relationships with other industry participants 
including consultants, investment advisers, fund managers and broker-dealers.  For example, the 
managers of investment vehichles in which Heritage places its clients may themselves be clients of 
Heritage.  Similarly, certain of Heritage’s clients are employees or principals of companies which 
Heritage may use for investment management, brokerage or other service arrangements.  Heritage 
may also receive referrals from employees of companies that offer securities products that Heritage 
may use in client portfolios.  A conflict of interest exists to the extent Heritage recommends the use 
of a particular investment where Heritage has a business relationship with the consultant, investment 
adviser, fund manager, and/or broker-dealer, or its employees.  In order to mitigate this conflict of 
interest, Heritage does not consider the receipt of referrals or other business relationships when 
selecting investment options for clients. 
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Item 15 - Custody 

 
With the exception of the deduction of Heritage’s advisory fees from your accounts, Heritage does 
not take custody of your funds or securities.  The qualified custodian maintains actual custody of 
your assets.  You will receive account statements directly from the qualified custodian at least 
quarterly.  They will be sent to the email or postal mailing address you provided to the qualified 
custodian.  You should carefully review those statements promptly when you receive them. 

Item 16 - Investment Discretion 

 
You may grant Heritage authorization to manage your account’s on a discretionary basis.  You will 
grant such authority to Heritage by execution of the asset management agreement.  You may 
terminate the discretionary authorization at any time by giving us written notice.  
 
Additionally, you are advised that: 

1) You may set parameters with respect to when account should be rebalanced and set trading 
restrictions or limitations; 

2) Your written consent is required to establish any investment management account; 
3) With the exception of the deduction of Heritage’s advisory fees from your account, 

(provided you have authorized these automatic fee deductions), we will not have the ability 
to withdraw your funds or securities from your account.   

Item 17 - Voting Client Securities  

 
Heritage does not vote your securities. Unless you suppress proxies, securities proxies will be sent 
directly to you by the account custodian or transfer agent.  You may contact Heritage about questions 
you may have and opinions on how to vote the proxies.  However, the voting and how you vote the 
proxies is solely your decision. 

Item 18 - Financial Information 

 
A. Heritage does not require you to prepay more than $1,200 and six or more months in advance 
of receiving the advisory service; therefore, a balance sheet is not required to be attached. 
 
B. Heritage has discretionary authority over client accounts; however that authority does not extend 
to the withdrawal of any client assets, with the exception of deduction of Heritage’s advisory fees 
from your accounts.  Heritage is financially stable and there is no financial condition that is likely 
to impair our ability to meet our contractual commitment to you or any other client. 

 
C. Heritage has never been the subject of a bankruptcy petition. 

  


