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Material Changes

Material changes to the Investment Advisor Brochure will be provided as a separate document to clients who
have received previous versions of the brochure.
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Item 4 Advisory Business

Advisory Firm
Pacific Wealth Management (“PacWealth”) has been providing investment advisory services since 2001.
James C. Kuntz is the company’s co-founder and managing director. He has been in the financial services

industry since 1982.

Advisory Services

PacWealth offers the following advisory services, where appropriate, to individuals, corporations, and other
business entities.

Asset Management Services
Financial Planning
Consulting

As of February 28, 2018, PacWealth has $166,005,000 assets under management on a discretionary basis,
and $17,426,000 of assets under management on a non-discretionary basis.

ASSET MANAGEMENT SERVICES PROGRAM

PacWealth offers asset management services. In this program, investment adviser representatives (“IARs”)
of PacWealth will manage client portfolios based on the individual needs of the client. At the time of the
clients' initial investments in the program, the IAR will assist the client in determining the client's current
financial situation, financial goals, attitudes towards risk, investment objective, and give the client the
opportunity to impose reasonable restrictions on the management of the account. Clients have the ability to
leave standing instructions with the IAR to refrain from investing in particular securities, types of securities,
or invest in limited amounts of securities. The above determination will allow the IAR to review the client's
situation and determine an appropriate asset allocation. The investment objective selected by the client,
which could range from conservative to aggressive growth, will guide the IAR in managing the client’s
account.

Once an appropriate asset allocation is determined with a client, the IAR will manage the client accounts on a
discretionary or non-discretionary basis. PacWealth will create a portfolio consisting of one or more of the
following: individual equities (with the exception of foreign issuers), warrants, corporate debt securities,
commercial paper, CDs, municipal securities, mutual funds, exchange traded funds (“ETFs”), variable annuity
subaccounts, U.S. Government securities and option contracts on securities. PacWealth will allocate the
client's assets among various investments taking into consideration the objectives of the client. The mutual
funds will be selected on the basis of any or all of the following criteria: the fund's performance history; the
industry sector in which the fund invests; the track record of the fund's manager; the fund's investment
objectives; the fund's management style and philosophy; and the fund's management fee structure. Portfolio
weighting between funds and market sectors will be determined by each client's individual needs and
circumstances. PacWealth's [ARs will implement or make recommendations with respect to changes to a
client's account based on market, economic, and political circumstances, and the individual characteristics of
securities. Portfolios will be rebalanced on a periodic basis, typically quarterly.

PacWealth also provides discretionary asset management services with respect to certain 529 plan
portfolios. PacWealth will allocate the 529 plan assets among various funds available within the plan, taking
into consideration the objectives of the client. These portfolios will only be rebalanced, if needed, once or
twice per year per limitations imposed by the 529 plan sponsor.

Clients are free to consult with their IARs at PacWealth at any time concerning their portfolios. Should the
client's individual situation change, the client should notify their IAR, who will assist the client in revising the
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current portfolio and/or prepare a new questionnaire to determine if a different portfolio would be
appropriate to the client's new situation as well as modify or impose account restrictions. PacWealth will
contact clients at least annually to review the client's personal financial circumstances.

In order for PacWealth to manage client assets, the client will typically be required to establish an account in
his/her name at Pershing Advisor Solutions LLC (“PAS”) by completing an account application. PAS is a
broker/dealer, a member firm of FINRA, and an affiliate of Pershing LLC (“Pershing”). Pershing provides
clearing services and acts as the custodian (holder of account assets). Pershing will maintain and custody
clients account as a clearing broker under a clearing agreement with PAS. Client retains all rights of
ownership on the account, including the right to withdraw securities or cash, vote proxies, and receive
transaction confirmations. In addition, client will also have the ability to impose restrictions on investing in
certain securities or types of securities at the time the account is opened.

In some instances, PacWealth manages assets for accounts that are not able to select Pershing as the
custodian (e.g., retirement accounts). When this is the case, PacWealth is not involved in establishing the
account and the client is responsible for the selection of the custodian.

In order to hire PacWealth to provide management services, the client will be asked to enter into a written
investment advisory agreement with PacWealth. This agreement will set forth the terms and conditions of
the relationship, including the amount of the investment advisory fee.

No agency cross transactions or principal transactions may be affected in program accounts.
COMPREHENSIVE FINANCIAL PLANNING

PacWealth also provides advice in the form of Comprehensive Financial Planning. Clients purchasing this
service will receive a written financial plan or report(s), providing the client with detailed financial planning
services designed to achieve their stated financial goals and objectives.

In general, the financial planning services will address any or all of the following areas of concern:

e Consultation and recommendations for cash flow strategies including budgeting, savings, and debt
management.

e Determining cash flow strategies for planned cash flow needs including major purchase(s), college
funding, emergency reserve accounts(s), and retirement distribution planning.

e Retirement goal accumulation and distribution scenario planning. This includes analysis to assess
the levels of risk in plans and the probability of attaining goals given certain assumptions.

o Create and periodically update a financial needs analysis, a process that evaluates the likelihood of
meeting stated goals based on the client assets, liabilities, and relevant economic assumptions.

e Needs analysis for life, disability and long term care protection; recommendations regarding types of

policies, limits, deductibles and appropriate coverage.

Consultation regarding estate planning issues and asset protection strategies.

Consultation regarding current and prospective health insurance programs.

Dependent care and special needs planning for disabled and elderly family members.

Guidance and consultation for college funding.

In addition, PacWealth may provide consultation upon request for the following:

Current investment holdings

Strategies for philanthropic gifting and family foundations

Small business planning issues

Assistance with the application process for federal student aid and private scholarships



PacWealth gathers required information though in-depth personal interviews. Information gathered
includes a client's current financial status, future goals and attitudes towards risk. Related documents
supplied by the client are carefully reviewed, including a questionnaire completed by the client, and a
written report is prepared. Should a client choose to implement the recommendations, PacWealth suggests
the client work closely with his/her attorney, accountant, insurance agent, and/or stockbroker.
Implementation of financial plan recommendations is entirely at the client's discretion.

CONSULTING

Clients can also receive investment advice on a more limited basis. This may include advice on only an
isolated area(s) of concern such as estate planning, retirement planning, or any other specific topic.
PacWealth also provides specific consultation and administrative services regarding investment and
financial concerns of the client.

Additionally, PacWealth provides advice on non-securities matters. Generally, this is in connection with the
rendering of estate planning, insurance planning, and budgetary planning.

Item 5 Fees and Compensation
ASSET MANAGEMENT SERVICES PROGRAM FEE SCHEDULE

The annual fee for PacWealth’s asset management program will be charged as a percentage of assets under
management, including cash holdings, according to the appropriate schedule below:

For Non-Institutional Accounts

Assets under management Annual Fee (%)
Under $250,000 1.75%
$250,000 to $499,999 1.50%
$500,000 to $999,999 1.30%
$1,000,000 to $2,999,999 1.00%
$3,000,000 to $4,999,999 .90%
$5,000,000 to $9,999,999 .80%
$10,000,000 plus Negotiable

For Institutional Accounts (Typically Third Party Trusts and Estate Accounts)

Assets under management Annual Fee (%)
$500,000 to $999,999 1.50%
$1,000,000 to $2,999,999 1.20%
$3,000,000 to $4,999,999 1 00%
$5,000,000 to $9,999,999 .90%
$10,000,000 plus Negotiable

The fee schedule represents only the maximum total fee that may be charged to a client and may be
negotiable at the discretion of PacWealth. A minimum account size of $50,000 is required for non-
institutional accounts and $500,000 for institutional accounts. The amount of the fee will be as stated in the
written investment advisory agreement. The account fee may be negotiable in certain circumstances.

With respect to accounts where Pershing serves as the Account’s custodian, the fee for the asset
management program will be payable quarterly in advance. The first payment is due and payable upon
execution of the written investment advisory agreement, and will be assessed pro-rata in the event the
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agreement is executed other than the first day of the new calendar quarter. Subsequent payments are due
and will be assessed at the beginning of each calendar quarter based on the value of the portfolio as of the
last day of the previous calendar quarter.

With respect to accounts where the custodian is a firm other than Pershing, the payment of fees may be paid
direct by the client by making a check made payable to Pacific Wealth Management upon receipt of an
invoice from PacWealth.

On an exception basis and solely with the approval of PacWealth and under the conditions noted
below, client may authorize the custodian holding client funds and securities to deduct PacWealth
advisory fees directly from the client account in accordance with invoices prepared and submitted to
the custodian by PacWealth. The custodian will provide periodic account statements to the client.
Such statements will reflect all fee withdrawals. It is the client’s responsibility to verify the accuracy
of the fee calculation. The custodian will not determine whether the fee is properly calculated.

Advisory fees may be directly debited from a client account if the following conditions are met.

1. PacWealth sends an invoice to the client showing the amount of the fee, the value of the client's
assets upon which the fee was based, and the specific manner in which the fee was calculated; and

2. PacWealth discloses to the client that it is the client's responsibility to verify the accuracy of the
fee calculation and that the custodian will not determine whether the fee is properly calculated; and

3. PacWealth sends an invoice to the custodian (simultaneously with the invoice sent to the client in
item 1 above) indicating only the amount of the fee to be paid by the custodian.

4. The client authorizes PacWealth in writing to receive fee payments directly from the client's
account being held by an independent custodian; and

5. The independent custodian agrees to send the client, at least quarterly, a statement indicating all
amounts disbursed from the account.

The advisory fees noted above are for the asset management only and do not include any other fees and
charges that may be charged separately by the custodian of assets. For accounts custodied at Pershing, the
client will be charged transaction charges by PAS that vary based on the type of investment (e.g., mutual
fund, ETF, or options) and range from $0 to $50. Please note: The transaction charges by PAS appear on the
trade confirmations from PAS in the Commission/Comm Equiv column even though the charges are not
commission charges. PacWealth does not receive any portion of these transaction charges. PAS may also
charge other administrative fees and charges as well. The amount of the transaction charges and other fees
and charges imposed by PAS will be set forth in the written investment advisory agreement between the
client and PacWealth. All fees charged by custodians or broker/dealers the client may use are separate and
distinct from the fees paid to PacWealth for investment advisory services.

In certain situations, PacWealth may choose at its discretion to pay for the cost of the PAS transaction
charges for the client. This would typically occur only when the client has had a relationship with the IARs at
PacWealth prior to June 2012 and when the IARs have also previously managed the client’s assets as IARs of
Girard Securities, Inc. Any such arrangements to waive the transaction charges must be agreed to in writing
by PacWealth. Further, the client should understand that this represents a conflict of interest and the cost to
PacWealth may be a factor that PacWealth considers when deciding which securities to select and how
frequently to place transactions in the client’s account.

In evaluating the asset management services provided by PacWealth, the client should consider the total
value of all the services received for the fee charged, including the amount of portfolio activity in the client's
account, the value of reporting and other services which are provided under the arrangement, and other
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factors. The total fee may or may not exceed the aggregate cost of such services if they were provided
separately.

A client agreement may be canceled at any time, by either party, for any reason upon receipt of 30 days
written notice. A reasonable amount of time may be necessary to liquidate and transfer client assets, or
provide other administrative services in connection with the termination of an account. Upon termination of
any account, any prepaid, unearned fees will be promptly refunded, and any earned, unpaid fees will be due
and payable.

529 PLAN MANAGEMENT SERVICES

The annual fee for PacWealth’s management of 529 plan assets will 0.50% based on the market value of the
account, including cash holdings. The fee is stated as a maximum, and is negotiable between PacWealth and
the client. The amount of the fee will be as stated in the written investment advisory agreement.

The fee for 529 plan management is payable semi-annually, in advance. Fees are payable through check
made payable to Pacific Wealth Management or written authorization from the client to have the fees paid
from another PAS account belonging to the client. The first payment is due and payable upon execution of
the written investment advisory agreement, and will be assessed pro-rata in the event the agreement is
executed other than on January 1st or July 1st. Subsequent payments are due and will be assessed at the
beginning of each semi-annual period based on the value of the portfolio as of the last day of the previous
semi-annual period.

The advisory fees noted above are for the 529 plan management only and do not include any other fees and
charges that may be charged separately by the 529 plan sponsor. 529 plan sponsor fees may include a $10
initial set up fee for each 529 plan account, as well as a $10 annual maintenance fee for each 529 plan
account. PacWealth does not receive any portion of these charges. All 529 plan sponsor fees are separate
and distinct from the fees paid to PacWealth for investment advisory services.

Clients should also be aware that tax considerations related to purchasing a 529 plan account can be
complex. For example, if your state of residence offers any tax benefit for purchasing an in-state 529 plan,
you would be foregoing those tax benefits by purchasing an out-of-state 529 plan. Please note that California
does not currently offer any state tax benefits related to 529 plans. If you are a resident of a state other than
California, and realizing state tax benefits is important to you, you should consult with your tax advisor or
the 529 plan sponsor for additional information.

In evaluating the 529 plan management services provided by PacWealth, the client should consider the total
value of all the services received for the fee charged, including the amount of portfolio activity in the client's
account, the value of reporting and other services which are provided under the arrangement, and other
factors. The total fee may or may not exceed the aggregate cost of such services if they were provided
separately.

An investment advisory agreement may be canceled at any time, by either party, for any reason upon receipt
of 30 days written notice. Upon termination of any account, any prepaid, unearned fees will be promptly
refunded, and any earned, unpaid fees will be due and payable.

COMPREHENSIVE FINANCIAL PLANNING / CONSULTING

Fees for Comprehensive Financial Planning and Consulting will be charged in one or both of the two ways
listed below, upon mutual agreement with the client:

1. Fixed fee: A fixed fee, typically ranging from $800 to $5,000, depending on the nature and complexity of
each client's circumstances and upon mutual agreement with the client. Typically, 25% of this fee is due
upon signing the advisory agreement, with the balance due upon completion of the advisory service; and/or

7



2. Hourly basis: On an hourly basis, ranging from $60 to $400 per hour, depending on the nature and
complexity of each client's circumstances and upon mutual agreement with the client. An estimate for total
hours will be determined at the start of the advisory relationship. Typically, 25% of the estimated fee is due
upon signing the advisory agreement, with the balance (based on actual hours) due upon presentation of the
planning services or report(s) to the client.

PacWealth will never hold client funds greater than $500 for more than six months in advance of completion
of the financial plan.

With respect to Comprehensive Financial Planning services, the relationship between PacWealth and the
client is an ongoing relationship. The agreement is for an initial term of one year, and will automatically
renew for subsequent one-year terms. Engagements for Consulting are typically more short term in nature
(e.g., less than six months).

The client has the right to terminate the financial planning/consulting agreement at any time and a refund of
the unearned fees will be made based on time and effort expended before termination. The consulting
agreement terminates upon delivery of the plan or completion of services. At this time no refunds will be
made.

GENERAL INFORMATION ON FEES AND COMPENSATION

Clients may also incur certain charges imposed by third parties other than PacWealth in connection with
investments made through the account depending upon the type of investments made and type of account.
These charges include, but are not limited to, the following:

e Mutual Fund and 529 Plan Fees: All fees paid to PacWealth for investment advisory services are
separate and distinct from the fees and expenses charged by mutual funds to their shareholders.
These fees and expenses are described in each fund's prospectus. These fees will generally include a
management fee, other fund expenses, and a possible distribution fee. If the fund also imposes sales
charges, a client may pay an initial or deferred sales charge. A client could invest in mutual funds
directly, without the services of PacWealth. In that case, the client would not receive the services
provided by PacWealth which are designed, among other things, to assist the client in determining
which mutual fund or funds are most appropriate to each client's financial condition and objectives.
Accordingly, the client should review both the fees charged by the funds and the fees charged by
PacWealth to fully understand the total amount of fees to be paid by the client and to thereby
evaluate the advisory services being provided.

o ETF Fees: ETFs will charge additional fees to investors. These fees and expenses are described in
each ETF's prospectus and will generally include a management fee and fund expenses. A client could
invest in ETFs without the involvement of PacWealth. In that case, the client would not receive the
services provided by PacWealth as described above.

e Variable Annuity Fees: Variable annuity sponsors will also charge additional fees to investors. These
fees and expenses are described in the variable annuity contract and will generally include mortality,
expense and administrative charges, fees for additional riders purchased by client on the contract,
and charges for excessive transfers within a calendar year if imposed by the variable annuity
Sponsor.

e Sweep money market funds and cash balances: 12b-1 fees or other fee based on average daily
deposit balances.

e Other charges required by law and imposed by the executing broker/dealer or custodian.

Individuals of PacWealth are insurance agents for various insurance companies. Advisory recommendations
of PacWealth include those insurance products offered by these companies. As such, these individuals will
be able to receive separate, yet customary commission compensation resulting from implementing insurance
product transactions on behalf of advisory clients. The principal individuals and/or other employees of
PacWealth may, from time to time, receive insurance incentive awards for the recommendation/introduction
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of insurance products. The receipt of this compensation may affect PacWealth judgment in recommending
products to clients and could be considered a conflict of interest. PacWealth mitigates this conflict by
considering and recommending various products to clients without regard as to whether a commission or
incentive award will be received from such recommendation.

While these individuals endeavor at all times to put the interest of the clients first as part of PacWealth’s
fiduciary duty, clients should be aware that the receipt of additional compensation itself creates a conflict of
interest, and may affect the judgment of these individuals when making recommendations.

The asset management program may cost client more or less than if the assets were held in a commission-
based brokerage account. In a brokerage account, client is charged commissions for each transaction, and
PacWealth would have no duty to provide ongoing advice with respect to the account. If client plans to
follow a buy and hold investment strategy for the account or does not wish to purchase ongoing investment
advice or management services, client should not engage PacWealth for investment advisory services.

See the section heading Brokerage Practices for more information.
Item 6 Performance-Based Fees and Side-By-Side Management

PacWealth does not charge performance-based fees, fees based on a share of capital gains on or appreciation
of the assets of a client account.

Item 7 Types of Clients

PacWealth provides advisory services to individuals, trusts, estates, pension and profit sharing plans and
other ERISA accounts, and business entities.

Generally the minimum account size is $50,000 for non-institutional accounts. The minimum account size for
institutional accounts is $500,000. The minimum account size for 529 plan management is $28,000. In some
cases, the minimum account size may be negotiable at the discretion of PacWealth.

There is no minimum account size for clients retaining financial planning services and/or consulting
services.

Item 8 Methods of Analysis, Investment Strategies, and Risk of Loss
Methods of Analysis utilized include charting, fundamental, technical, and cyclical.

PacWealth uses asset allocation strategies for portfolio management. Our proprietary asset management
strategy is called Proactive Asset Management. PacWealth typically manages program accounts or otherwise
provide investment advice focusing on one of the following investment objectives based on the client’s goals
and risk tolerance; conservative, conservative growth, moderate, long-term growth, or aggressive growth.

As stated previously, PacWealth generally uses the following types of investment vehicles within asset
management accounts: mutual funds (including international funds, emerging market funds, real estate
funds, high yield bond funds and funds that short the market), ETFs (including commodity funds, precious
metal funds and agricultural funds), variable annuity subaccounts, individual stocks and bonds, and options
(including covered calls and purchasing calls and puts). The particular investments selected for the client’s
account will depend upon the client’s investment objective, level of risk tolerance, sensitivity to taxes, and
other factors.

There are risks associated with investing in securities. The following highlights some of the risks associated
with the types of investments that may be purchased for the client’s account:



e Investing in international markets presents additional risks including currency fluctuations, the
potential for diplomatic and political instability, regulatory and liquidity risks and foreign taxation
among others. The risks of foreign investing are generally greater in emerging markets.

e High yield bonds carry greater risks than bonds rated as investment grade. For example, they are
issued by organizations that do not qualify for an investment grade rating by one of the rating
agencies because of the higher potential for default by the issuer. Another risk is that further
financial difficulties by the issuer may result in a decrease in the market value, and this may make it
impossible to liquidate the bond prior to maturity.

e Funds designed to short the market, or inverse funds, have a goal of providing the opposite or
inverse of the return for the underlying index. Inverse funds may have higher expense ratios and be
less tax-efficient than a traditional mutual fund or ETF. They may also be riskier. PacWealth may use
inverse mutual funds or inverse ETFs as in program accounts when deemed appropriate.

e ETFs are typically investment companies that are legally classified as open end mutual funds or UITs.
However, they differ from traditional mutual funds, in particular, in that ETF shares are listed on a
securities exchange. Shares can be bought and sold throughout the trading day like shares of other
publicly-traded companies. ETF shares may trade at a discount or premium to their net asset value.
This difference between the bid price and the ask price is often referred to as the “spread.” The
spread varies over time based on the ETF’s trading volume and market liquidity, and is generally
lower if the ETF has a lot of trading volume and market liquidity and higher if the ETF has little
trading volume and market liquidity. Although many ETFs are registered as an investment company
under the Investment Company Act of 1940 like traditional mutual funds, some ETFs, in particular
those that invest in commodities, are not registered as an investment company.

o PacWealth may also purchase call options, which gives the right to purchase the underlying stock for
the client’s account at a specified price within a specified period of time if PacWealth deem it
appropriate. The client should be aware that the use of options involves additional risks. The risk of
covered call options includes the possibility that the market will rise sharply and the investment
upon which the covered call was placed will be called away. In this case the client will no longer own
this investment. The risk of purchasing put options is limited to the loss of the premium paid for the
option unless the program account exercises or sells the investment. The risk of purchasing call
options is limited to the loss of the amount paid for the call option.

With respect to our financial planning services PacWealth looks to the long-term. After the client's short-
term cash needs and emergency fund is evaluated, investment and insurance strategies are designed to help
the client achieve his or her financial goals. Casualty insurance (e.g. homeowner's, auto, liability, etc.) is
reviewed only at the client's request, and would be provided by an outside casualty firm.

While there is risk in all investments, some carry a greater degree of risk or higher costs. There is no
guarantee that the investment strategy selected for the client will result in the client’s goals being met, nor is
there any guarantee of profit or protection from loss. Investing in securities involves risk of loss that clients
should be prepared to bear. For those investments sold by prospectus, clients should read the prospectus in
full.

PacWealth is disclosing those risks and opportunities that may be employed as part of our investment
strategy.

e By timing the buys and sells, PacWealth endeavors to control the risks. Timing the markets has its
own set of risks. One major risk is missing out on a beneficial movement in price due to an error in
timing.

o There are tax consequences for short-term trading wherein capital gains are taxed as ordinary
income.
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Item 9 Disciplinary Information

An investment advisor must disclose material facts about any legal or disciplinary event that is material to a
client’s evaluation of the advisory business or of the integrity of its management personnel. PacWealth and
its management personnel do not have any disclosure items.

Item 10 Other Financial Industry Activities and Affiliations

PacWealth is also licensed as an insurance agency in the state of California. The principal individuals and/or
other employees of PacWealth, in their individual capacities, are agents and/or brokers for Pac Wealth
and/or various other insurance companies. Advisory recommendations of PacWealth include those
insurance products offered by these companies. As such, these individuals will be able to receive separate,
yet customary commission compensation resulting from implementing insurance product transactions on
behalf of advisory clients. In addition, PacWealth shares in this compensation to the extent that the insurance
transaction is processed through PacWealth as an insurance agency. This creates a conflict of interest
between our interests and those of advisory clients. The client is under no obligation to purchase products
recommended or to purchase products either through us or through these insurance companies.

PacWealth may exercise agreements with other registered investment advisors and recommend other
advisors to clients. In such instances, PacWealth may receive a portion of the account fee. In these instances,
PacWealth will make available to the client a compensation disclosure statement and the disclosure
brochure for the other advisor. The client is under no obligation to use the services of the other advisor(s)
recommended.

While PacWealth [ARs endeavor at all times to put the interests of the client first as part of PacWealth’s
fiduciary duty, clients should be aware that the receipt of additional compensation itself creates a conflict of
interest, and may affect the judgment of these individuals when making recommendations.

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

Code of Ethics

PacWealth maintains a Code of Ethics. The Code of Ethics is based on ethical conduct premised on
fundamental principles of openness, integrity, honesty, and trust. The Code of Ethics sets forth standards of
conduct expected of advisory personnel; requires compliance with federal securities laws; and, addresses
conflicts that arise from personal trading by advisory personnel. PacWealth will provide a copy of their Code
of Ethics upon written request by a client or prospective client.

Personal Trading

PacWealth or individuals associated with PacWealth may buy or sell securities identical to, and different
than, those recommended to customers for their personal accounts. In addition, any related person(s) may
have an interest or position in a certain security (ies) which may also be recommended to a client.

It is the expressed policy of PacWealth that no person employed by PacWealth may purchase or sell any
security prior to a transaction(s) being implemented for an advisory account, and therefore, preventing such

employees from benefiting from transactions placed on behalf of advisory accounts.

As these situations represent a conflict of interest, PacWealth has established the following best practices in
order to ensure its fiduciary responsibilities:

1) A member and/or employees of PacWealth shall not buy or sell securities for their personal portfolio(s)
where their decision is substantially derived, in whole or in part, by reason of his or her employment unless
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the information is also available to the investing public on reasonable inquiry. No person of PacWealth shall
prefer his or her own interest to that of the advisory client.

2) PacWealth maintains a list of all securities holdings for itself, and anyone associated with this advisory
practice with access to advisory recommendations. These holdings are reviewed on a regular basis by Romy
M. Brown, Chief Operations and Compliance Officer of PacWealth.

3) All clients are fully informed that certain individuals may receive separate compensation when effecting
insurance transactions during the implementation process.

4) PacWealth emphasizes the unrestricted right of the client to decline to implement any advice rendered.

5) PacWealth requires that all individuals must act in accordance with all applicable federal and state
regulations governing registered investment advisory practices.

6) Any individual not in observance of the above may be subject to termination.

Participation or Interest in Client Transactions

No participation or interest in client transactions.

Principal Trades

No principal transactions may be affected in program accounts.

Agency Cross Transactions

No agency cross transactions may be affected in program accounts.
Item 12 Brokerage Practices
ASSET MANAGEMENT SERVICES

PacWealth has entered into a relationship with PAS to serve as introducing broker/dealer to Pershing which
will provide clearing and custody services for asset management transactions. Except as noted below,
PacWealth requires that clients direct PAS as the sole and exclusive broker/dealer and Pershing as sole
custodian. All asset management transactions through PAS and Pershing will be processed without
commissions. Clients should understand that not all advisors require their clients to direct brokerage. While
PacWealth believes that Pershing’s execution procedures are designed to make every attempt to obtain best
execution possible, there can be no assurance that best execution can be obtained. By directing brokerage to
PAS, clients may be unable to achieve the most favorable execution of client transactions. Therefore,
directed brokerage may cost clients more money.

PacWealth may receive support services and/or products from PAS and Pershing, which assist PacWealth to
better monitor and service client accounts maintained at PAS and Pershing. These support services and/or
products may be received without cost, at a discount, and/or at another negotiated rate, and may include the
following:

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

consulting services

attendance at conferences, meetings, and other educational and/or social events
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o marketing support
e computer hardware and/or software
e other products used by PacWealth in furtherance of its investment advisory business operations

In some cases, clients may be required to use a custodian other than Pershing to hold account assets, for
example, in the case of retirement plan assets. Client should understand in such instances that PacWealth
will not be independently seeking best execution of client transactions through other broker dealers.

While individual client advice is provided for each account, client trades may be aggregated or executed as a
block trade. PacWealth encourages its existing and new clients to use PAS as broker/dealer and Pershing as
the custodian. Only accounts in the custody of PAS and Pershing would have the opportunity to participate
in aggregated securities transactions. PAS and Pershing will be informed that the trades are for the account
of PacWealth'’s clients. PAS and Pershing will be notified of the amount of each trade for each account.
PacWealth and its IARs may participate in block trades with clients, and may also participate on a pro rata
basis for partial fills, but only if clients receive fair and equitable treatment. No advisory account within the
block trade will be favored over any other advisory account, and thus, each account will participate in an
aggregated order at the average share price. PacWealth may choose not to aggregate trades, for example,
based on the size of the trades, the number of client accounts, the timing of the trades, the liquidity of the
securities, and the discretionary or non-discretionary nature of the trades. If PacWealth does not aggregate
trades, some clients purchasing securities around the same time may receive a less favorable price than
other clients. This means that this practice of not aggregating may cost clients more money. In client
directed brokerage arrangements through custodians other than PAS and Pershing, the client may not be
able to participate in aggregated (“blocked”) trades, which may increase the cost of execution.

Pursuant to the written investment advisory agreement with the client, either the client or PacWealth will
execute all securities transactions in client accounts held at custodians and broker/dealers other than PAS
and Pershing. The client’s direct broker/dealer and/or custodian may charge fees that are separate and
distinct from the fees paid to PacWealth for investment advisory services. PacWealth does not share in these
fees and charges. The client should contact the custodian or broker/dealer for a list of these fees and
charges.

COMPREHENSIVE FINANCIAL PLANNING/ CONSULTING

The Consulting services offered by PacWealth conclude upon delivery of the report or analysis. Neither the
Comprehensive Financial Planning nor Consulting services offered include implementation of
recommendations or any transactions. Clients are under no obligation to implement the planning
recommendations through IARs of PacWealth. Clients are free to select any broker/dealer or investment
advisor for implementation.

However, PacWealth may suggest that clients implement recommendations provided as a part of the
financial planning services through an IAR of PacWealth in his/her capacity as an insurance agent or through
the IAR offering asset management services through PacWealth. If the client chooses to implement through
an IAR of PacWealth, the IAR would receive normal and customary insurance commissions as a licensed
insurance agent or normal and customary advisory fees as an IAR of PacWealth.

Item 13 Review of Accounts
ASSET MANAGEMENT SERVICES PROGRAM

While the underlying securities within asset management accounts are continuously monitored on an
ongoing basis, these accounts will be formally reviewed at least quarterly by the PacWealth IAR assigned to
the account with the assistance of support staff. For 529 plan managed accounts, each account will be
reviewed annually. The number of accounts covered by each IAR varies based on the type of account. The
review will be conducted to determine if the current investment holdings of the account are consistent with
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the client's investment objectives. More frequent reviews may be triggered by material changes in variables
such as the client's individual circumstances, drift or variance from the model portfolio weighting or the
market, political or economic environment.

Portfolio performance reports will be provided at the client’s portfolio review meeting typically held
quarterly or at such durations as requested by client. All clients will receive account statements and
confirmations of transactions directly from their account custodian. All clients should verify the accuracy of
PacWealth's fee calculations. The custodian will not verify the accuracy of the fee statement submitted by
PacWealth.

COMPREHENSIVE FINANCIAL PLANNING/ CONSULTING

PacWealth will provide Comprehensive Financial Planning clients with reviews as contracted for at the
inception of the advisory relationship.

As stated above, the Consulting services terminate upon delivery of the report or analysis. Thus, there are no
ongoing reviews or reporting provided by PacWealth for Consulting only clients.

All clients received standard account statements from their investment sponsors and brokerage firms.
Item 14 Client Referrals & Other Compensation

Referral Fees Paid

PacWealth may compensate for client referrals. All solicitors’ agreements are in compliance with the
Investment Advisers Act of 1940. In addition, all applicable federal and state laws will also be observed. All
clients procured by solicitors will be given full written disclosures describing the terms and fee
arrangements between the advisor and the solicitor prior to or at the time of entering into the advisory
agreement. As of the date of this brochure, no such agreements are currently in place.

Referral Fees Received

PacWealth may exercise agreements with other registered investment advisors and recommend other
advisors to clients. In such instances, PacWealth may receive a portion of the account fee. In these instances,
PacWealth will make available to the client a compensation disclosure statement and the disclosure
brochure prepared by the other advisor. The client is under no obligation to use the services of the other
advisor(s) recommended.

Sales Awards

The principal individuals and/or other employees of PacWealth may, from time to time, receive incentive
awards for the recommendation/introduction of products. While these individuals endeavor at all times to
put the interest of the clients first as part of PacWealth'’s fiduciary duty, clients should be aware that the
receipt of additional compensation itself creates a conflict of interest, and may affect the judgment of these
individuals when making recommendations. PacWealth takes their responsibilities to clients very seriously
and PacWealth will only recommend that clients hire them for management services if PacWealth believes it
is appropriate and in the client’s best interests.
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Item 15 Custody

Clients will receive account statements at least quarterly from the broker-dealer or other qualified custodian.
Clients are urged to compare custodial account statements against reports prepared by PacWealth for
accuracy. Minor variations may occur because of reporting dates, accrual methods of interest and dividends,
and other factors. The custodial statement is the official record of the client’s account for tax purposes.

Advisory Fee Deduction

PacWealth does not take physical custody of client funds or securities; however, PacWealth is deemed to
have custody of client funds solely because of the fee deduction authority granted by the client in the
investment advisory agreement.

Third Party Asset Movement

PacWealth is also deemed to have custody of client funds when a client has a standing letter of authorization
(“SLOA”) with their custodian, Pershing, to disburse client funds to a third party. The SEC has set forth a set
of standards intended to protect client assets in such situations. As such, PacWealth has adopted the
following policy: PacWealth clients can only maintain third party SLOAs that include a fixed frequency, amount
and recipient. A change to any of these factors will require a new authorization signed by the client.

Further PacWealth has adopted the following safeguards in conjunction with the account custodian,
Pershing.

No-Action Relief Conditions for the SEC | Pershing Processes
The client provides an instruction to the qualified Pershing requires that an SLOA include the name
custodian, in writing, that includes the client’s signature, | and account number on the receiving account and
1 | the third party’s name, and either the third party’s be signed by the account owner.

address or the third party’s account number at a
custodian to which the transfer should be directed.

The client authorizes the investment adviser, in writing, | Pershing currently requires that an SLOA be signed
either on the qualified custodian’s form or separately, to | by the account owner.

direct transfers to the third party either on a specified
schedule or from time to time.

The client’s qualified custodian performs appropriate Pershing will send a debit advice to the client
verification of the instruction, such as a signature promptly after each transfer of funds.

3 | review or other method to verify the client’s
authorization, and provides a transfer of funds notice to
the client promptly after each transfer.

4 The client has the ability to terminate or change the The client always has the ability to terminate (or
instruction to the client’s qualified custodian. amend) an SLOA in writing.
The investment adviser has no authority or ability to Pershing requires a new SLOA if information
5 designate or change the identity of the third party, the concerning the third party payee is changed.
address, or any other information about the third party
contained in the client’s instruction.
The investment adviser maintains records showing that | This is the responsibility of the adviser, PacWealth.
6 the third party is not a related party of the investment
adviser or located at the same address as the investment
adviser.
The client’s qualified custodian sends the client, in Pershing will send a notification in writing when a
7 writing, an initial notice confirming the instruction and | new standing instruction is established and will
an annual notice reconfirming the instruction. also provide the annual notice reconfirming the

existence of any third party standing instructions.
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Item 16 Investment Discretion

Upon the client’s written authorization in our investment advisory agreement, PacWealth will provide
discretionary investment advisory services for the client’s program account. Our discretionary authority is
limited only to affecting trades in the client’s account; PacWealth will determine the type of securities and
the amount of securities that can be bought or sold for the client’s portfolio without obtaining the client’s
consent for each trade.

Item 17 Voting Client Securities

PacWealth does not vote proxies. It is the client's responsibility to vote proxies. Clients will receive proxy
materials directly from the custodian. Questions about proxies may be made via the contact information on
the cover page.

Item 18 Financial Information

An investment advisor must provide financial information if a threshold of fee prepayments is met and if

there is a financial condition reasonably likely to impair the ability to meet contractual commitments; or, a
bankruptcy within the past ten years. PacWealth does not have any disclosure items in this section.
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Pacific Wealth Management
Investment Advisor Brochure dated March 23, 2018
Summary of Material Changes

There were four updates to the Brochure since the last annual update of March 24, 2017. Pursuant to SEC
Rules, PacWealth will send to PacWealth’s clients a summary of the material changes to this Brochure within
120 days of the close of the Firm'’s fiscal year end, along with the offer to provide the Brochure.

Annual Updated Brochure dated March 23, 2018

e Updated assets under management under Item 4 - Advisory Business — Advisory Services
o Updated ADV language under Item 15 - Custody
0 For clarity, added subcategory titles: Advisory Fee Deduction and Third Party Asset
Movement
O Added Third Party Asset Movement paragraphs and table

Updated Brochure dated November 1, 2017
o Removal of all references pertaining to Girard Securities, Inc. (“Girard”), a FINRA member broker
dealer and a federally registered investment advisor.
e Removal of all references pertaining to individuals of PacWealth as registered representatives and
investment advisor representatives of Girard.
o Removal of all references pertaining to commissions relating to registered representatives.
0 The sections changed based on the three bullet points above are as follows:
= Jtem 4 - Advisory Business - Advisory Firm
= Jtem 4 - Advisory Business - Asset Management Services Program
= [tem 5 - Fees and Compensation
» Jtem 5 - Fees and Compensation - General Information on Fees and Compensation
* Item 10 - Other Financial Industry Activities and Affiliations
= Jtem 12 - Brokerage Practices - Comprehensive Financial Planning / Consulting
= [tem 14 - Client Referrals & Other Compensation - Referral Fees Received
Updated assets under management under Item 4 - Advisory Business — Advisory Services
e (larified ADV language under Item 4 - Advisory Business - Asset Management Services Program
0 Third paragraph
o Fifth paragraph
e (larified ADV language under Item 5 - Fees and Compensation
0 Third paragraph
0 Fourth paragraph
o Fifth paragraph
0 Section - Comprehensive Financial Planning / Consulting
= Rectified contradictory language in the last two paragraphs
o Removed paragraph from Item 11 - Code of Ethics, Participation or Interest in Client Transactions
and Personal Trading - Participation or Interest in Client transactions
e (larified ADV language under Item 12 - Brokerage Practices - Asset Management Services

Updated Brochure dated July 5, 2017

e Office moved to new location; updated cover page with new address.
Updated Brochure dated April 28, 2017

e [tem 4 Advisory Firm

o Updated to reflect James C. Kuntz as sole managing director; removed Mark C. Hill as
co-managing director.



