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This brochure has been prepared pursuant to Rule 204-3 of the Investment Advisors Act of 1940 to provide 

information to clients and prospective clients of Schaefer Financial Management, Inc. with an overview of our services, 

methods, compensation, qualifications and conflicts of interest that may exist in any engagement.  If you have any questions 

about the contents of this brochure, please contact us at (303)770-6700.  The information in this brochure has not been 

approved by or verified by the United States Securities and Exchange Commission or by any state securities authority.  

Registration with these regulatory agencies does not imply a certain level of skill or training.  Additional information about 

Schaefer Financial Management, Inc. also is available on the SEC’s website at www.adviserinfo.sec.gov.   

http://www.adviserinfo.sec.gov/
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Item 2:  Material Changes 

 
There are no material changes in this brochure from Schaefer Financial Management, Inc.’s last annual update of the brochure 

on March 20, 2019.  Material changes relate to Schaefer Financial Management Inc.’s policies, practices or conflicts of interest 

only. 
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Item 4:  Advisory Business 

Description of Our Firm 

 
Schaefer Financial Management, Inc. was formed in 1990 by Jeffrey A. Schaefer.  The Firm operated as a sole proprietorship 

until 2001 when it was incorporated as Schaefer Financial Management, Inc. (a Colorado Corporation).  Jeff has served as the 

Firm’s sole owner and President for the entire time since the Firm was formed.   

 

The Firm provides financial planning, financial management and investment management services to a variety of clients and to 

other professional advisors.  Our objective in working with each client is to provide the client with information and education 

so that the client may make better financial decisions geared toward the realization of objectives. 

 

While our services encompass a wide variety of areas, most engagements involve two distinct phases.  The first is the 

development of a financial plan.  Rather than relying on boiler plate language and analysis, our focus is on addressing the 

unique goals and challenges of each client and tailoring strategies to meet those goals on an integrated basis.  The second phase 

of a typical engagement involves the ongoing management, on a non-discretionary basis, of investment assets.  The scope of 

services provided, and method of compensation, is different for each broad area. 

 

Types of Advisory Services We Offer 

 

FINANCIAL PLANNING: 

Scope of Services 

 

In the area of financial planning, we provide a wide range of services to our clients, ranging from single need consultations to 

comprehensive financial plans designed to integrate every aspect of the client's financial situation.  Among the services 

provided are: 

 

1. Cash flow management and budget counseling. 

2. Analysis of debts, including consideration of appropriate consolidation or refinancing strategies.  

3. Analysis and recommendations for educational financing. 

4. Analysis and recommendations for retirement financing. 

5. Analysis of employer provided benefit plans. 

6. Risk management analysis, including examination of current insurance coverage (life, health, long-term care, 

disability, overview of property and casualty). 

7. Tax planning, including strategies to reduce current and future taxable income and transfer tax liabilities. 

8. Business planning. 

9. Review of current estate plan and consultation with counsel regarding appropriate revisions to documents, strategies, 

etc. 

10. Analysis of property ownership arrangements. 

11. Development of charitable gifting strategies. 

12. Preparation of personal financial statements. 

13. Analysis of portfolio holdings and recommendations, as needed, for revisions to client’s portfolio strategy. 

 

           An engagement may include any or all of the above listed areas.  In addition, we will address other areas of client need, if, in 

our sole and exclusive judgment, we are adequately equipped to competently advise the client in the area in question. 

 

Process 

 

Our approach to financial planning centers around the belief that financial planning is primarily a problem solving process 

designed to provide clients with superior information with which to make financial decisions.  As a result, our planning process 

is a straight forward, common sense approach to solving problems that includes the following steps: 
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1. Gathering of data from the client, including information about the client's goals and objectives. 

2. Analysis of the data, with particular attention paid to the client's current position in the light of stated goals and 

objectives. 

3. Preparation of a written analysis, including examination of alternative courses of action and a recommended set of steps 

for the client. 

4. A meeting to discuss the analysis and recommendations with the client. 

5. Implementation of the plan.  Of course, at no time is the client under any obligation to implement, in whole or in part, 

any of our recommendations, which are purely advisory in nature. 

6. Ongoing review of the plan and its implemented steps.  While a client is never under any obligation for ongoing, periodic 

reviews, it is our belief and experience that planning may lose its relevance and validity if changing economic, market 

and personal circumstances are not accounted for. 

 

It is important to emphasize that each client engagement involves a unique set of circumstances and problems.  As a result, no 

two engagements are alike, and the scope of services provided will vary from client to client.  This flexible approach means 

that computer generated "boiler plate" planning is not part of our process.  In addition, we are acutely aware of the need to 

control costs.  By only focusing on those areas of concern for the client, unnecessary work and costs can be eliminated. 

 

Reviews/Reporting 

 

As noted above, while a client is never under any obligation to engage in any sort of ongoing review, it is strongly 

recommended that the client do so. 

 

The value of financial planning will quickly be lost if a client fails to monitor the progress of their plan or implemented steps.  

In addition, as economic and personal changes occur, it is necessary to modify assumptions and projections to accurately take 

these developments into account.  This can only be accomplished through a systematic, ongoing review process. 

 

All reviews will be overseen by Jeffrey A. Schaefer, CFP and conducted by a professional member of the staff of Schaefer 

Financial Management, Inc.    It is suggested that reviews take place at least annually and more frequently if client changes 

dictate.  At the present time no regular reports are disseminated to clients regarding their plan or status, other than statements 

and summaries issued by investment or insurance companies.  Please note that these reviews of financial planning issues are 

separate from the investment plan reviews discussed below. 

 

 

INVESTMENT MANAGEMENT AND IMPLEMENTATION: 
 

While the goals and objectives of any given client will be unique, a common thread that runs through most engagements is the 

need for investment advice, implementation assistance and ongoing portfolio management.  We provide these services via one 

of two service models, as described below.  It is important to bear in mind that implementation of any recommendation that 

we make is always at the discretion of the client.  Schaefer Financial Management, Inc. will never take discretion, dominion 

or custody of client assets.  Moreover, the client is never under any obligation to use our services to implement any part of or 

the entire plan.  The client may use any insurance agent, stockbroker, attorney or accountant that they desire.  If, however, the 

client desires our assistance with implementation, we will provide such services.   
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Investment Advisory Services – Ongoing Management and Quarterly Reviews 

 

For most clients, a review of their investment portfolios and the development of recommendations for changes to their 

portfolio are part of a comprehensive financial plan as described above.  At the sole discretion of Schaefer Financial 

Management, Inc., however, we may provide an initial review of investments and the development of an investment policy 

consistent with individual needs and objectives as well as ongoing investment supervision on a stand alone basis.  In either 

instance, there are several areas to be addressed in the development of an investment plan, including: 

 

1. Review of present holdings in light of sound investment management practices and individual goals. 

 

2. Development of an investment policy and asset allocation model. 

 

3. Development of an implementation plan including the selection of specific securities. 

 

If a review of the investment portfolio is part of the development of a comprehensive financial plan, the fee for such a review 

will be included in the financial planning fee quoted in Item 5: Fees and Compensation.  If the investment planning 

engagement is a stand alone engagement, a flat fee will be quoted for the development of the investment plan, with a 

minimum fee of $1,500.   

 

        Upon the completion of an investment analysis, Schaefer Financial Management, Inc. will provide assistance with the 

implementation and ongoing supervision of the client portfolio.  While clients will always receive monthly statements from 

their custodian as well as transaction confirmations, Schaefer Financial Management, Inc. will provide a comprehensive report 

to each Investment Advisory Client on a quarterly basis.  This report will include an analysis of the portfolio values, asset 

allocation and performance on both an individual asset and portfolio wide basis.  Performance will also be reported on an 

absolute and relative basis and will be compared to broad market indices. 

  

Methodology and security selection is discussed in Item 8:   Methods of Analysis, Investment Strategies and Risk of Loss. 

 

Investment Advisory Services – Ongoing Management and Annual Reviews 

 

 Some clients are not desirous of, or in need of, regular quarterly reviews of their portfolio.  For these clients, services can 

generally be confined to the development of an investment plan and annual reviews of the portfolio. 

 

 In providing these services, the model outlined above for Investment Advisory Services will generally be followed.  The firm 

will perform the following services: 

 

1. Review of present holdings in light of sound investment management practices and individual goals. 

 

2. Development of an investment policy and asset allocation model. 

 

3. Development of an implementation plan including the selection of specific securities. 

 

Once again, most investment analysis will be conducted as part of a comprehensive financial plan.  As noted above, if the 

investment planning engagement is a stand alone engagement, a flat fee will be quoted for the development of the investment 

plan, with a minimum fee of $1,500.   

 

       Upon the completion of an investment analysis, Schaefer Financial Management, Inc. will provide assistance with the 

implementation and ongoing supervision of the client portfolio.  While clients will always receive monthly statements from 

their custodian as well as transaction confirmation, Schaefer Financial Management, Inc. will provide a comprehensive report 

to these clients on an annual basis.  The month-end anniversary date varies for each client and is set by the Firm and the client 
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at the outset of the engagement.  While client holdings will be reviewed throughout the year, this service is intended to be a 

“buy and hold” approach to the portfolio and will, by extension, not seek to take advantage of the same range of tactical 

opportunities that may be presented to quarterly review clients.  Each annual review report will, however, include an analysis 

of the portfolio values, asset allocation and performance on both an individual asset and portfolio wide basis.  Performance will 

also be reported on an absolute and relative basis and will be compared to broad market indices 

 

Methodology and security selection is discussed in Item 8:   Methods of Analysis, Investment Strategies and Risk of Loss. 

 

 INSURANCE IMPLEMENTATION: 

 

 If a need for insurance coverage for life, disability or long term care insurance is identified, we will assist clients in the process 

of shopping for and purchasing suitable coverage.  The process of comparison shopping for insurance coverage is time 

intensive since it involves the comparison of many variables and a good deal of data.  We will generally charge on an hourly 

basis at the rate of $200 per hour for our assistance in this area, with a minimum charge of $500. If insurance planning is part 

of the development of a larger financial plan, the fee for insurance planning may be bundled with the planning fee.  We do not 

maintain insurance licenses, but rather make recommendations to clients for no-load insurance coverage or refer our clients to 

licensed insurance agents for specialty products.    

 

 

 

 

 

 

Amount of Client Assets We Manage 
 

At the end of 2019 we managed $ 658,001,811, all on a non-discretionary basis. 

 

 

Item 5:  Fees and Compensation 

 

Fee Schedule and Payment of Fees  

 

Fees and Compensation  - Financial Planning 

 

Compensation for financial planning services is on a fee basis.  The minimum initial fee for financial planning services is 

$1,500.  Prior to any financial planning work being commenced, we will provide a proposal that outlines the scope of work to 

be included in the engagement, and our fee for the completion of that work.  This turnkey fee quote is designed to eliminate 

the uncertainty and confusion that is inherent in an hourly billing arrangement.  Should the engagement expand, or should 

there be additional planning work required after the development of the initial plan, such work will be billed at the rate of 

$200 per hour.  While reviews are not required, they are encouraged.  A financial plan is necessarily a dynamic document that 

should be reviewed as time passes, or circumstances change.  When reviews are conducted, they are billed at the rate of $200 

per hour with a four-hour minimum.  A deposit of $500 is required at the time that the Planning Agreement is executed.  This 

deposit is applied, in full, to the planning fee.  The engagement may be terminated at any time by either party.  Work 

completed up until the time of termination will be billed at $200 per hour. 

 

Although it is our preference to develop comprehensive plans, we may from time to time agree to perform consultations on 

more narrowly focused issues on a one-time basis.  Charges for consultations of this type will be billed at the rate of $200 per 
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hour, with a four-hour minimum charge. Special Projects will be handled on a negotiated basis depending upon the nature and 

complexity of the task.   

 

A prospective planning client should have an investable net worth of $500,000 and/or an annual income of at least $250,000.  

We may, in our sole discretion, waive these minimum requirements. 

 

 

Fees and Compensation  -  Investment Management  -  Quarterly Reviews  

 

        The minimum required size for new managed account relationships is $500,000.  Family assets will be combined for purposes 

of meeting this minimum (i.e., spousal accounts, custodial accounts, retirement plans, educational accounts, etc. are combined 

to determine portfolio size).  Schaefer Financial Management, Inc.  may, in its sole discretion, waive this minimum account 

size. 

 

       Fees for investment management services will be computed as a percentage of the assets under management.  Assets under 

management will be determined on the final business day of each quarter, using closing bid prices for all securities as reported 

by custodians.  In the event that a client portfolio contains non-marketable securities (i.e., limited partnerships, etc.), historical 

cost will be used unless a more reasonable value estimate is available.  Quarters will correspond to the client's anniversary date 

rather than calendar quarters.  In the case of fixed income securities, accrued interest may also be considered in computing 

assets under management.  The percentage scale is as follows: 

              Annual 

Account Size                                                                                                         Percentage Fee 

  

  First  $500,000                          1.0% 

  Next  $500,000                            .8% 

  Next  $1,000,000                            .6% 

  Next  $3,000,000                            .4% 

  Next  $5,000,000                            .2% 

         Above  $10,000,000       Negotiable 

 

  Schaefer Financial Management, Inc. reserves the right to negotiate alternative fee schedules in its sole discretion.  Fees are 

payable in arrears and are billed on a quarterly basis by applying the annual percentage fee to the total assets under 

management on the last day of the quarter and dividing the result by four (4).  Fees will be pro-rated for clients commencing or 

terminating the service during a quarter. 

 

 All fees are due and payable in full within ten (10) days of our receipt of an invoice.  If the client elects, they may have fees 

deducted directly from their Schwab account, with a copy of the invoice sent to the client.  We retain the right to terminate the 

investment management agreement for any client whose account is fifteen (15) days past due. 

 

Fees and Compensation  -  Investment Management  -  Annual Reviews  

 

.       The fee for annual reviews is payable upon billing at the end of the clients annual review year end, is not negotiable and will be 

0.4% of investment assets, with a minimum fee of $1,000 per year for reviews.   

 

 

Fees and Compensation  - Other Services  

 

Fees and Compensation for Insurance Implementation services are discussed at Item 4:  Advisory Business. 
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Clients Are Responsible For Third Party Fees 

 

        Our fees are exclusive of brokerage commissions, transaction fees and other related costs and expenses which might be 

charged to the client by custodians, brokers and other third parties.  Mutual funds and exchange traded funds charge 

management fees in addition to standard brokerage commissions.  Clients are responsible for the payment of these third party fees.  

We do not receive any portion of these commissions, fees, expenses and costs.  See Item 12: Brokerage Practices below for 

information concerning our relationship with Charles Schwab & Co., Inc., a registered broker/dealer who acts as a broker for 

our clients’ securities transactions. 

 

Prepayment Of Fees 

 

         No prepayment of investment management fees is required as they are billed at the conclusion of a billing period as explained 

above. 

 

        If client engagements for financial planning services are terminated before completion, client deposits less billed hours of 

work will be promptly returned to the client.   

. 

 

Outside Compensation For the Sale of Securities To Clients 

 

Neither Schaefer Financial Management, Inc. nor its management and staff accept any compensation for the sale of securities 

or other investment products, including asset-based sales charges or service fees from the sale of mutual funds. 

 

 

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

We do not accept performance-based fees of any kind.  Performance-based fees are fees that an Adviser accepts that are based 

on a share of capital gains on or capital appreciation of the assets of a client (such as a client that is a hedge fund or other 

pooled investment vehicle) . 

 

Side-By-Side Management refers to arrangements where an Adviser manages both accounts that are charged a performance-

based fee and accounts that are charged another type of fee.   

 

Item 7:  Types of Clients 

We generally provide investment advice to these types of clients: 

 Individuals 

 Pension and Profit Sharing Plans 

 Trusts, estates, and charitable organizations 

Our requirements for opening or maintaining an account, including minimum account size, are discussed above in Item  4: 

Advisory Business and Item 5: Fees and Compensation. 
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Item 8:  Methods of Analysis, Investment Strategies and Risk of Loss 
 

Methodology 

 

At Schaefer Financial Management, Inc. we are not market timers.  Instead, we believe that most investors will realize superior 

results over time by applying the principals of modern portfolio theory to the management of individual portfolios.  The focus 

of modern portfolio theory is necessarily on long-term results.  This is consistent with financial planning that emphasizes the 

realization of goals and objectives rather than the mere accumulation of assets.  Our investment management process helps 

clients to focus on the two key issues in developing a portfolio, time frame and asset allocation.  Clients need to be aware 

that investing in any security involves varying degrees of risk of loss which they should be prepared to bear.  

 

 Time Frame refers to the duration of time that the investor can commit funds for.  This dictates a tremendous amount of the 

structure of a portfolio.  For instance, the inherent volatility of stocks makes them an inappropriate investment for an investor 

whose time frame is less than three years.  In contrast, however, the long term growth potential of equities makes them the 

most important part of the portfolio for an investor with a time frame in excess of five years.  Realistically assessing time frame 

and the level of risk that an investor can take is an important part of the development of an investment plan. 

 

 Asset allocation refers to the relative portions of a portfolio that an investor chooses to place in the various broad asset 

categories.  Studies have shown that the asset allocation decision determines over 90% of portfolio performance over time.  

Security selection and market timing are, by comparison, responsible for less than 10% of performance.  The firm’s  role is to 

help the client understand this and to develop a suitable allocation model. 

 

 Within the broad asset allocation categories that a client establishes, opportunities do exist to make tactical adjustments to 

portfolio holdings from time to time.  These opportunities may present themselves and be recommended as part of the periodic 

rebalancing of a portfolio.  Asset allocation requires that, on a periodic basis, assets in the portfolio be rebalanced to the 

prescribed category weights.  Assets must also be periodically reallocated to account for changes in performance and the 

correlation of returns between different asset categories.  Such rebalancing will generally involve shifting from one mutual 

fund or security to another.  For tax purposes, rebalancing transactions can create taxable income.  We are extremely tax 

sensitive in all of the management work that we do, and our focus is on optimizing each client’s after tax return.  This may 

dictate different allocations for a client’s taxable and tax deferred (i.e., IRAs, Roth IRAs, 401(k)s, 403(b)s, Keoghs, SEP IRAs, 

etc.) accounts.  

 

 While we offer our services on either a non-discretionary or a discretionary basis depending upon client preferences, we do not 

currently have any relationships where we exercise discretion and we do not envision taking on this responsibility.  We never 

have any level of custody over client funds or securities.  Non-discretionary clients can, however, grant us the authority to 

execute orders on their behalf after the client has approved the recommendation.  In a typical situation, we will make a 

recommendation by phone, email or written correspondence.  If the client approves of the transaction verbally or in writing, we 

will accept responsibility for the execution of the order with the client’s custodian of choice.  After the transaction is 

completed, the client will receive notification from their custodian via a confirmation statement 

 

 For most clients, no-load mutual funds and other pooled types of investment products (i.e., exchange traded funds, etc.) provide 

the best combination of diversification, professional security selection, lower transaction costs and convenience.  As a result, 

those are the types of securities that we emphasize.    However, from time to time, we may recommend that a client utilize the 

services of separate account managers to construct portfolios of individual securities.  Separate account managers may offer 

more cost-effective investment management services for larger accounts, but their primary advantage involves tax efficiency.  

With the wide spread that now exists between ordinary income and capital gains tax rates, having a tax efficient portfolio is 

very important, and for larger accounts, the separate account manager may be one way to achieve this tax efficiency. 

 

 Individual stocks and bonds may also be used in the implementation of portfolio recommendations.  Often, new clients bring 

with them existing security positions that for investment or tax reasons should remain part of a portfolio.  In these instances, 
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our job is to integrate these existing positions within the diversified portfolio and manage them actively.  In other instances, 

individual stocks or bonds may offer a more cost effective way to invest.  Finally, tactical opportunities or compelling 

valuations may point toward the use of individual securities.   

 

Sources of Information 
  

 In providing financial planning and investment advisory services to our clients, we rely on many sources of information. We do 

not, however, rely on any “soft dollar” arrangements for research.  “Soft dollars” refer to the practice of directing brokerage 

commissions to particular broker dealers in exchange for credits to be applied to research or technology services.   

 

The following lists those sources of information that are, by their nature, comprehensive but not complete: 

 

 Wall Street Journal                                                                                         

 Barron’s                                      

 Quote.com 

 BNA Tax Portfolios 

 Morningstar Direct  

 CFP Today  

 BNA Tax Management-Income Tax Projection Software 

 Bloomberg Wealth Manager 

 Investment Advisor  

 Investors FastTrack 

 Advisor Intelligence 

 Bianco Research 

Ned Davis Research 

Bespoke Investment Group Premium 

Grant’s Interest Rate Observer 

 

 In addition, we will rely heavily upon information obtained directly from mutual funds and ETFs in the form of periodic 

reports and news releases.  Most importantly, we rely on contact with managers, either in person or via phone, to help evaluate 

fund choices. 

 

Item 9:  Disciplinary Information 

 
There are no legal or disciplinary events that are material to a client’s or prospective client’s evaluation of this advisory 

business or the integrity of our management and staff. 

 

Item 10:  Other Financial Industry Activities and Affiliations 
 

Schaefer Financial Management, Inc. is a Colorado corporation.  Jeffrey A. Schaefer, CFP® is the President and sole 

shareholder of Schaefer Financial Management, Inc.  In the course of our business, we maintain a number of relationships 

which are material to our operations.  At the present time, however, none of these should represent any conflict of interest to 

any client, as we maintain no licenses for the sale of any product including securities and insurance.  We are fee only financial 

advisors. 
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From time to time, we may refer clients to outside service providers including attorneys, accountants, mortgage bankers, 

insurance agents or other professionals.  Charges for services from these providers will be billed directly to the client and will 

be the client's expense entirely.  We do not accept any payments from any third party for any referrals.   

  

 See Item 12: Brokerage Practices below for information concerning our relationship with Charles Schwab & Co., Inc., a 

registered broker/dealer. 

 

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

Personal Trading 

 
From time to time, we may recommend that a client purchase or sell a security in which we are also investors.  In general, 

when this occurs, it will be related to the pooled types of investments described earlier and any positions that we hold will not 

be of material significance.  There may be instances, however, when we will recommend to the client the purchase or sale of 

individual securities that we have a position in. Once again, our holdings and activity will not be material to the positions in 

question.  Individual holdings may differ from client holdings due to the fact that each client’s portfolio and needs are unique.  

In addition, our individual portfolio may reflect a more aggressive posture than client portfolios because of our greater 

understanding of the financial markets. 

 

In order to further protect the interest of clients, Schaefer Financial Management, Inc. has implemented an investment policy 

relative to personal securities trading and insider trading.  This investment policy is part of the firm’s overall Code of Ethics 

which serves to establish a standard of business conduct for all of our employees that is based upon the fundamental principles 

of openness, integrity, honesty and trust.  A copy of our Code of Ethics is available to any client or prospective client upon 

request. 

Item 12:  Brokerage Practices 

 

The Custodian and Brokers We Use 

 

We do not maintain custody of your assets that we manage, although we may be deemed to have custody of your assets if you 

give us authority to withdraw assets from your account (see Item 15 – Custody, below). Your assets must be maintained in an 

account at a “qualified custodian,” generally a broker-dealer or bank. We request that our clients use Charles Schwab & Co., 

Inc. (Schwab), a registered broker-dealer, member SIPC, as the qualified custodian. We are independently owned and operated 

and are not affiliated with Schwab. Schwab will hold your assets in a brokerage account and buy and sell securities when we 

instruct them to. While we request that you use Schwab as custodian/broker, you will decide whether to do so and will open 

your account with Schwab by entering into an account agreement directly with them. We do not open the account for you, 

although we may assist you in doing so. Even though your account is maintained at Schwab, we can still use other brokers to 

execute trades for your account as described below (see “Your Brokerage and Custody Costs”). 

 

How We Select Brokers/Custodians 

 

We seek to recommend a custodian/broker who will hold your assets and execute transactions on terms that are, overall, most 

advantageous when compared to other available providers and their services. We consider a wide range of factors, including, 

among others:  

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

    • Capability to execute, clear, and settle trades (buy and sell securities for your account) 

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

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

   • Availability of investment research and tools that assist us in making investment decisions 
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   • Quality of services 

   • Competitiveness of the price of those services (commission rates, margin interest rates, other fees, etc.) and willingness to 

negotiate the prices 

   • Reputation, financial strength, and stability 

   • Prior service to us and our other clients 

   • Availability of other products and services that benefit us, as discussed below (see “Products and Services Available to Us 

From Schwab”) 

 

Your Brokerage and Custody Costs 

 

For our clients’ accounts that Schwab maintains, Schwab does not charge you separately for custody services but is 

compensated by charging you commissions or other fees on trades that it executes or that settle into your Schwab account.  

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.  This commitment benefits you 

because the overall commission rates and asset-based fees you pay are lower than they would be otherwise. In addition to 

commissions, Schwab charges you a flat dollar amount as a “prime broker” or “trade away” fee for each trade that we have 

executed by a different broker-dealer but where the securities bought or the funds from the securities sold are deposited 

(settled) into your Schwab account.  These fees are in addition to the commissions or other compensation you pay the 

executing broker-dealer. Because of this, in order to minimize your trading costs, we have Schwab execute most trades for your 

account.  We have determined that having Schwab execute most trades is consistent with our duty to seek “best execution” of 

your trades. Best execution means the most favorable terms for a transaction based on all relevant factors, including those 

listed above (see “How We Select Brokers/Custodians”). 

 

Products and Services Available to Us From Schwab  

 

Schwab Advisor Services™ (formerly called Schwab Institutional®) is Schwab’s business serving independent investment 

advisory firms like us.  They provide us and our clients with access to its institutional brokerage—trading, custody, reporting, 

and related services—many of which are not typically available to Schwab retail customers. Schwab also makes available 

various support services. Some of those services help us manage or administer our clients’ accounts, while others help us 

manage and grow our business. Schwab’s support services generally are available on an unsolicited basis (we don’t have to 

request them) and at no charge to us.   Following is a more detailed description of Schwab’s support services: 

 

Services That Benefit You. Schwab’s institutional brokerage services include access to a broad range of investment products, 

execution of securities transactions, and custody of client assets. The investment products available through Schwab include 

some to which we might not otherwise have access or that would require a significantly higher minimum initial investment by 

our clients. Schwab’s services described in this paragraph generally benefit you and your account. 

 

Services That May Not Directly Benefit You. Schwab also makes available to us other products and services that benefit us 

but may not directly benefit you or your account. These products and services assist us in managing and administering our 

clients’ accounts. They include investment research, both Schwab’s own and that of third parties. We may use this research to 

service all or a substantial number of our clients’ accounts, including accounts not maintained at Schwab. In addition to 

investment research, Schwab also makes available software and other technology that: 

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

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

   • Provide pricing and other market data 

   • Facilitate payment of our fees from our clients’ accounts 

   • Assist with back-office functions, recordkeeping, and client reporting 
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Services That Generally Benefit Only Us. Schwab also offers other services intended to help us manage and further develop 

our business enterprise. These services include: 

   • Educational conferences and events 

   • Consulting on technology, compliance, legal, and business needs 

   • Publications and conferences on practice management and business succession 

   • Access to employee benefits providers, human capital consultants, and insurance providers 

Schwab may provide some of these services itself. In other cases, it will arrange for third-party vendors to provide the services 

to us. Schwab may also discount or waive its fees for some of these services or pay all or a part of a third party’s fees. Schwab 

may also provide us with other benefits, such as occasional business entertainment of our personnel. 

 

Our Interest in Schwab’s Services 

 

The availability of these services from Schwab benefits us because we do not have to produce or purchase them. We don’t have 

to pay for Schwab’s services.  We may have an incentive to request that you maintain your account with Schwab, based on our 

interest in receiving Schwab’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 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 services (see “HowWe Select Brokers/Custodians”) and not Schwab’s 

services that benefit only us.   

  

 Schwab is the only custodian that we recommend at this time, although we periodically review the marketplace for alternative 

custodial relationships.  While each client retains the right to select any custodian or broker dealer of their choice, Schaefer 

Financial Management, Inc. retains the right to terminate any investment management relationship based upon the client’s 

choice of custodian. 

 

If a client follows our recommendation and establishes a custodial relationship at Schwab, we will assist in this process and act 

as the intermediary in transmitting instructions to Schwab.  By granting to Schaefer Financial Management, Inc. a limited 

power of attorney over the account, Schwab will accept instructions from our office and will provide us with duplicate 

confirmations and statements as well as electronic access to account information.  Any commissions or transaction fees that the 

client pays to Schwab are not shared with Schaefer Financial Management, Inc. in any way and are the sole responsibility of 

the Client.  Because of the volume of business that Schaefer Financial Management, Inc. does with Schwab, our clients enjoy 

lower commissions than a retail investor would at Schwab.  Please note that in purchasing no-load mutual funds, a Client will 

pay a proportionate share of the fund’s operating costs.    

 

 At no time is any client under any obligation to purchase any financial product that we recommend.  The decision about where 

and whether to make product purchases rests entirely with the client.  At no time will we exercise any type of discretionary 

control over a client account.   

 

Item 13:  Review of Accounts 
 

While clients will always receive monthly statements from their custodian as well as transaction confirmation, Schaefer 

Financial Management, Inc. will provide a comprehensive written report to each Investment Advisory Client on a quarterly or 

annual basis, depending upon their portfolio size and account complexity.  This report will include an analysis of the portfolio 

values, asset allocation and performance on both an individual asset and portfolio wide basis.  Performance will also be 

reported on an absolute and relative basis and will be compared to broad market indices. 

 

See also Item 4: Advisory Business above for a discussion of the details of, and the importance we attach to our ongoing 

reviews of client accounts and financial plans. 
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Item 14:  Client Referrals and Other Compensation 
 

We do not receive or solicit any economic benefits from someone who is not a client for providing investment advice or other 

advisory services to our clients.  We receive an economic benefit from Schwab in the form of the support products and services 

it makes available to us and other independent investment advisors whose clients maintain their accounts at Schwab.  These 

products and services, how they benefit us, and the related conflicts of interest are described above (see Item 12 – Brokerage 

Practices). The availability to us of Schwab’s products and services is not based on us giving particular investment advice, 

such as buying particular securities for our clients. 

We or any person related to us do not directly or indirectly compensate any person who is not supervised by us for client 

referrals. 

Item 15:  Custody 

Under government regulations, we are deemed to have custody of your assets if, for example, you authorize us to instruct 

Schwab to deduct our advisory fees directly from your account.  Schwab maintains actual custody of your assets. You will 

receive account statements directly from Schwab at least quarterly. They will be sent to the email or postal mailing address you 

provided to Schwab. You should carefully review those statements promptly when you receive them.  We also urge you to 

compare Schwab’s account statements to the periodic portfolio reports you will receive from us.  See Item 12:  Brokerage 

Practices above for additional information and disclosures concerning our relationship with Schwab to serve as custodian for 

our client’s funds and securities. 

 

Item 16:  Investment Discretion 
 

Although we reserve the right to offer investment advisory services on a discretionary basis, at the present time it is not the 

practice of Schaefer Financial Management, Inc. to do so.  For all recommendations, clients must approve the recommendation 

before it is implemented. 

 

Item 17:  Voting Client Securities 
                                                        
Schaefer Financial Management, Inc. (“Schaefer”) has adopted the following proxy voting policy with respect to those assets 

for which a client has vested Schaefer with discretionary investment management authority (the “assets”). 

 

Unless a client directs otherwise, in writing, Schaefer shall be responsible for:  (1) directing the manner in which proxies 

solicited by issuers of securities beneficially owned by the client shall be voted, and (2) making all elections relative to any 

mergers, acquisitions, tender offers, bankruptcy proceedings or other type events pertaining to the assets.   Schaefer and/or the 

client shall correspondingly instruct each custodian of the assets to forward to Schaefer copies of all proxies and shareholder 

communications relating to the assets.  Absent mitigating circumstances and/or conflicts of interest (to the extent any such 

circumstance or conflict is presented, if ever, information pertaining to how Schaefer addressed any such circumstance or 

conflict shall be maintained by Schaefer), it is Schaefer’s general policy to vote proxies consistent with the recommendation of 

the senior management of the issuer.   Schaefer shall monitor corporate actions of individual issuers and investment companies 

consistent with Schaefer’s fiduciary duty to vote proxies in the best interests of its clients.  With respect to individual issuers, 

Schaefer may be solicited to vote on matters including corporate governance, adoption or amendments to compensation plans 

(including stock options), and matters involving social issues and corporate responsibility. With respect to investment 

companies (e.g., mutual funds), Schaefer may be solicited to vote on matters including the approval of advisory contracts, 

distribution plans, and mergers. Schaefer shall maintain records pertaining to proxy voting as required pursuant to Rule 204-2 

(c)(2) under the Advisers Act.  
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Copies of our proxy voting policies and procedures as well as SEC Rules 206(4)-6 and 204-2(c)(2)  are available upon written 

request.  In addition, information pertaining to how Schaefer voted on any specific proxy issue is also available upon written 

request.  Any questions regarding Schaefer’s proxy voting policy shall be directed to Jeffrey A. Schaefer at the Schaefer office.   

 

Item 18:  Financial Information 

 
We do not require nor solicit prepayment of more than $1,200 in fees per client, six months or more in advance.  Therefore, we 

are not required to include our balance sheet with this brochure.  We do not have any financial conditions that are likely to 

reasonably impair our ability to meet contractual commitments to clients. 


