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Item 2: Material Changes

This Investment Adviser Brochure (Part 2A of Form ADV) of Korving & Company LLC
(“Brochure”) contains no material changes in content since our last Part 2A of Form ADV,
which was provided to clients in 2020, except for the quantity of assets under management and
number of accounts at Item 4:E.

i



Item 1:
Item 2:
Item 3:
Item 4:

Item 5:

Item 6:
Item 7:

C.
D.
E.

A.

B.
C.
D.

Item 3: Table of Contents

COVET PAGE ...ttt ettt ettt st e et e e bt e sabeebeeeaseenseenseesnseenne i
Material CRANGES.....ccuveeiieiieiieeiieeee ettt ettt ettt e e e et esateesbeessaeenbeeseesnseenseas i
Table OFf CONLENLS .....eeiiiiiieiieee ettt sttt st e e il
AdVISOTY BUSINESS ....uviiiiiieciiieciie ettt e et s e e ae e eea e e e aeeesnseeesnseeenneeas 1
Description of the AdviSory Firm ........cccooiiiiiiiiiiiiiiciceeeeeeeee e 1
Types Of AdVISOTY SEIVICES ....c.uiiruiiiiiiiieeieeitesite et esite et ettt e s aeeseesaaeenseenes 1
(1) Asset Management and Investment Advisory Services.........ccevvveereveeenveennnen. 1
(a) The Wealth Management Advisory Program (“Advisory
Pro@ram™)......coouei oo 1
(b) The Wealth Management Access Program (“Access Program”) ............. 2
(2) Financial Planning and Consulting ServiCes..........ccceveerieriierieenieeiieiieeeeeneenn 2
(a) Financial Planning SeTVICEeS........cccvuieeriieriieeriieeiieeeieeeieeesreeeeveeeaee e 2
(b) Portfolio Review and Monitoring Services.........ccoceeveerveerieenienieeneennen. 3
(c) Comprehensive REPOTting .......cc.ccecveeeriieeiiieeiieeeiee e esreeeevee e 3
(3) Educational Seminars/Workshops ..........cccoeviiriieiiieiieiiieiiee e 3
Client Tailored Services and Client Imposed Restrictions ............ccecceeveeeriienieennenne. 3
Wrap FEe Programs..........oooiiiiiiiiiieece ettt e e 4
Assets Under Management .........ccuveeeieeiiieeeiieeeieeeeeeeeeeeetee e eeseaeesseeesnseeensseeenes 4
Fees & COMPENSATION .....oeviiriiieiiieiieeieeiierite ettt e ete et et e eebeeseesebeenbeessaesnseeseessnesnseens 4
Fee SChedUIes......c..coiuiiiiiiie e 4
(1) Fee Schedule for Investment Management Services (“Advisory
Program” & “Access Program”™)........ccccoecvieviieieiiieeciee et 4
(2) Fee Schedule for Financial Planning and Consulting Services ............c.cc.c...... 5
(3) Educational Seminars/Workshops ..........cccoeviiviieiiiiniiiiiciee e 5
Payment of Fees for Asset Management and Investment Advisory Services ............ 5
Additional CHEnt FEES .......ccouiiiiiiiiiiiieeeee e e 6
Outside COMPENSALION ......eeuvieiieriieeiieriieeteenteesteeteeseteeteesatessaeeseesseesnseeseessseenseensees 6
Performance-Based & Side-By-Side Management.............ccoecveevieniieniienieniieenieeeeeneen 6
TYPES OF CLIETILS.....eeevieieiie ettt ettt et e e e et e e st e e e beeessaeeesaeesseeennseeens 7

il



Item 8: Methods of Analysis, Investment Strategies & Risk of LOSS.....ccccceeveeeriieiiiiecciieennn.
Portfolio DIversifiCation ........c.c.coceeriiiiiieiieiie ettt
RiSK MANQ@EMENL ......ccuviiiiiiiieiiieeiieiie ettt ettt te ettt e e teessbeensaesaeeenbeeseeas
Managed Mutual Fund Portfolios ..........cccoeeiieiiiniiiiiieieeceeeee e

Investment Process & ANALYSIS .....eceiiiriiiieiiiieeiie ettt et e s svee e

m o aw»

OPLIONS SEEALEEICS ...eeeevieeiiieeiiieeieeeeiee ettt eeteeeeteeesteesntaeesbeeessbeeessseesssseesseeessseeenns
Item 9:  Disciplinary INfOrmation ..........ccceeeieeiiieriieniieeiieseeete ettt e s eaneas
Item 10: Other Financial Industry Activities & Affiliations...........coceeverveniniiniincnienecenene,
Registration as a Broker-Dealer or Broker-Dealer Representative.............ccceeuveen.
B. Registration as a Futures Commission Merchant, Commodity Pool Operator,
or a Commodity Trading AdVISOT........cccueeiieiiiinieiiieieeie ettt
C. Registration Relationships Material to Our Advisory Business and Possible
ConTlicts Of INTETESTS ....eeeutieiiiiiieiie ettt
D. Selection of Other Advisors or Managers and How We Are Compensated
fOr ThOSE SEIECHIONS.....ceutiiiiiieiieiitee et

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

2T 11 0 SRS

AL C0ode Of EhICS . .couiiiiiiiiiiie ettt

B. Interest in Client Transactions & Personal Trading...........ccccceeevieviinienciienienieenen.

C.  PrivaCy POLICY .ottt ettt ettt

[tem 12: BroKerage PraCtiCeS.......uiiiiiiiiiiiiiiieiiie ettt ettt s e e siaeeeiae e saae e ssneeennsee s
A. Factors Used to Select Custodians and/or Broker Dealers ............ccocceevieeieeniennenn.

B.  Conflict of Interest DiSCLOSUIE .......cc.ceouiriiriiriiniieieniieerere ettt

C. BeSt EXCCULION ....eouiiiiiieiiesiteeeeeee ettt st st

D. Aggregation and Allocation of Transactions ...........cccccueeeeveeerieeenieeniieeriee e

E.  Directed BroKEIaZe ......cccvvieiiieeiiieciie ettt ettt e e eeve e st e e e e eaaeesnaeesnvee s

Item 13: ReVIEW OF ACCOUNLS ....ouiiiiiiiiiiiiieeiteieee ettt sttt ettt st
A. Frequency and Nature of Periodic REVIEWS.........ccccvieriiiiiiiiiiniieiiciecieeeeee e

B.  Factors That Trigger a Non-Periodic Review of Client Accounts...........cc..cccvenneee.

C.  REPOILS t0 CHENLS....uiieeiiieiiiieeiiieeieeeiee et ettt eetee e saeeeetaeesveeesnaeeesseesnnaeessseeensseeens

v



Item 14: Client Referrals & Other COmMPEenSation ..........cccuveeeueeeiieeeiieeeiieeeiee e ereeeeveeeneeee e 14

A. Economic Benefits Provided by Third Parties for Advice.........cccoeevvveeriieecieennnnn. 14

B.  Compensation to Non-Advisory Personnel for Client Solicitation or
RETCITALS ..ottt 14
£S5 30 T B TR 11 1 0 a2 USSR 14
[tem 16: INVeStMENnt DISCIETION. ....ccuiiiuiiiiieiiiieieetie ettt ettt st et 15
Item 17: Voting Client Securities (ProXy VOUNEZ) .....c.ceviiriiieiieiieeiieie ettt 15
Item 18: Financial INfOrmation ..........ccooiiiiiiiniiiiiieieeeeee e 15
AL Balance SREEt.......coouiiiiiiii et 15
B.  Financial Condition........coueiiiiiiiiiiiiiieiie ettt ettt sttt 15
C. Bankruptcy Petitions in Previous Ten Years ........ccceeveeeiiiiiienieeiiienieeieeiee e 15



Item 4: Advisory Business

A. Description of the Advisory Firm

29 ¢¢

Korving & Company LLC (“Korving & Co.,” “we,” “our”) is a registered investment
adviser that was founded in January 2010, by its co-founders, Arie J. Korving, who serves as our
Chairman, and Stephen J. Korving, who serves as our President. As an investment adviser, we
provide asset management and investment advisory services on both a discretionary and
non-discretionary basis as well as financial and estate planning to a diverse client base that
includes individuals, families, corporations and non-profit institutions.

B. Types of Advisory Services

Our focus is on helping you achieve your personal long terms goals which may include a
comfortable retirement, a second home, a college education for your children, leaving a legacy,
or making charitable bequests.

For our retired clients we develop and implement strategies that will generate sustainable
retirement income. We utilize proven strategies to control risk, such as diversification,
professional management, constant monitoring of portfolios and the prudent use of equity and
fixed income research. We monitor economic, geo-political and tax issues that may affect your
financial well-being.

Investments that we commonly use include stock and bond mutual funds, exchange
traded funds (“ETFs”), global and foreign mutual funds, CDs, government, municipal and
corporate bonds, common stocks, preferred stocks, and equity options.

(1) Asset Management and Investment Advisory Services

Our primary service is providing clients with discretionary asset management and
investment advisory services, although we occasionally make exceptions and manage client
portfolios on a non-discretionary basis. Our core investment philosophy is based upon creating
portfolios that will preserve your wealth while identifying investment opportunities that possess
attractive return potential relative to your underlying risk profile.

If you select us to provide advisory services, we will initially ask you to participate in in-
depth discussions with our investment managers that enable us to determine and evaluate your
risk tolerance, financial resources and goals prior to making any portfolio recommendations or
implementing an investment strategy. It is our objective to recommend and implement strategies
that you understand and with which you are comfortable.

We offer two types of managed investment advisory programs. These programs include:

(a) The Wealth Management Advisory Program (“Advisory Program”)

If you participate in an Advisory Program you receive continuous and supervised
investment management services. Our services include the investment of your assets in



individual securities or mutual funds that are selected to generate wealth based upon your
investment objectives and risk parameters.

(b) The Wealth Management Access Program (““Access Program™)

If you are a discretionary client and have elected to participate in Access Program you
will receive investment management services through another professional investment firm (the
“Access Manager”) that we have selected based on their ability to manage certain types or
categories of securities. Throughout the advisory relationship, we closely monitor the
investments and performance of the Access Managers that we have selected, and we will make
recommendations for increasing, decreasing or terminating an Access Manager as appropriate.

If you choose us to provide you with discretionary investment management services, our
services will be provided on a fee-only basis, based upon a percentage (%) of the market value of
your assets under management. If accepted for non-discretionary relationship you may be
eligible to receive our services for the same fee.

(2) Financial Planning and Consulting Services

In addition investment advisory services, we offer Financial Planning and Consulting
Services (including investment and non-investment related matters, insurance planning, etc.) on a
stand-alone fee basis. The fees we charge for Financial Planning and Consulting Services are
negotiable, but generally range from $1,500.00 to $10,000.00 on a fixed fee basis, or $250.00 on
an hourly rate basis, depending upon the level and scope of the services provided. Prior to
engaging us to provide these services, you are generally required to enter into a Financial
Planning and Consulting Agreement that sets forth the terms and conditions of our engagement
(including termination), describes the scope of services we will provide, and the portion of the
fee that is due from you prior to our commencing services. If you request, we may recommend
the services of other professionals (such as attorneys, accountants and tax consultants) for
implementation purposes. You retain absolute discretion over the implementation of
recommendations we make, and are free to accept or reject any recommendation. If you engage
us to prepare a plan, you are under no obligation to implement the plan, nor are you obligated to
use us as investment managers if you decide to implement the plan. If you retain us to provide
on-going Financial Planning and Consulting Services, it remains your responsibility to promptly
notify us if there is any change in your financial situation or investment objectives to enable us to
review, reevaluate and possibly revise our prior recommendations and/or services.

(a) Financial Planning Services

Your engagement with us to provide financial planning services is separate and distinct
from retaining us to provide fee-based investment advisory services. The financial planning
services we offer include but are not limited to the preparation and/or analyses of:

e Personal financial statements;

e Budgets and cash flows;

e Investment strategies and plans;



e Retirement goals and objectives;

e Family educational needs;

e Risk management and insurance needs;

e Alternative investment strategies;

e Estate planning and review; and

e Professional/business strategies, including stock options, deferred compensation, etc.

(b) Portfolio Review and Monitoring Services

On a fee basis we can provide you with portfolio review and monitoring services on
investment assets that are not managed by Korving & Co. This service is available to clients for
whom we manage a portion of their portfolio assets, and to non-advisory clients that only want
us to provide them with portfolio review and monitoring services. Generally, the portfolios that
we review and monitor are either managed directly by you or by other investment professionals
that you have engaged. Our portfolio review service is limited to periodic reviews of asset
information provided to us by you, or by a manager or custodian authorized by you. If you
engage us to provide you with portfolio review and monitoring services, you acknowledge that
you are entirely responsible for the investment performance of these assets.

(¢) Comprehensive Reporting

We can, for a separate fee, provide periodic comprehensive reporting services that
include investment assets that are held in your custodial account but by specific agreement are
not included in the assets for which we provide either discretionary or non-discretionary
investment management services (the “Excluded Assets™). You acknowledge that in respect to
Excluded Assets our services are limited to reporting services only and they do not include
investment management, review, or monitoring services, nor investment advice. If you elect to
engage us to provide you with periodic comprehensive reporting services, you are entirely
responsible for the investment performance of the Excluded Assets.

(3) Educational Seminars/Workshops

Korving & Co. provides seminars and workshops for its clients and the general public for
the purpose of educating them about current financial trends, investment strategies and areas of
general interest such as taxes, college planning, retirement planning, or estate planning. We may
present these by ourselves or include other experts in investing, law or taxes. We do not receive
compensation for these activities.

C. Client Tailored Services and Client Imposed Restrictions

We offer the same services to all clients. Clients may impose restrictions on investing in
certain securities or types of securities however; we cannot be responsible for the results of client
imposed restrictions and discourage clients from imposing restrictions.



D. Wrap Fee Programs
Korving & Co. does not sponsor or participate in wrap fee programs.
E. Assets Under Management

As of December 31, 2020, Korving & Co. had the following quantity of assets under
management:

Assets Number of Accounts
Discretionary $ 112,637,000 425
Non-discretionary $ 4,517,000 27
Total $ 117,154,000 452

Item 5: Fees & Compensation

Korving & Co. offers both investment management services (“Advisory Program” &
“Access Program”) and financial planning and consulting services. The fee structure for each
program is outlined below. Please note that the fees outlined represent fee guidelines, and we
reserve, at our sole discretion, the right to negotiate fees with you or any client or prospective
client.

A. Fee Schedules

(1) Fee Schedule for Investment Management Services (‘“Advisory Program” & “Access

Program”)

Client Portfolio Value Annual Advisory Fee
$0 to less than $250,000 1.25%
$250,000 to less than $500,000 1.15%
$500,000 to less than $1,000,000 1.00%
$1,000,000 to less than $2,000,000 0.90%
$2,000,000 to less than $5,000,000 0.80%
$5,000,000 and greater Negotiable

Our fee schedule is based on the total assets under management. For example, a client
that has $400,000 assets under management would pay an annual fee of 1.15% (rather than
1.25% on the first $250,000 and 1.15% on the amount over $250,000).

Please note that the above fee schedule only reflects our fees. It does not include those
charged by outside Portfolio Managers, account custodians, broker-dealers or other parties.
Trade costs, mutual fund expenses, advisory fees of outside Portfolio Managers, etc. are all



separate from our fees and are additional. We do not receive any compensation from outside
Managers, custodians or mutual funds unless otherwise disclosed.

(2) Fee Schedule for Financial Planning and Consulting Services

Our financial planning and consulting services are negotiable, but generally range from
$1,500.00 to $10,000.00 on a fixed fee basis, or $250.00 on an hourly rate basis, depending upon
the level and scope of the services provided.

Our financial planning and consulting services and fees are separate and distinct from our
investment management services and fees. Clients or prospective clients that desire to retain us
to provide both financial planning and investment management are required to retain these
services as separate engagements, and under separate agreements.

The fees we charge for financial planning and consulting services are payable $250.00 in
advance (and is non-refundable), with the remaining balance of our fee payable upon the
completion of the planning process and the client’s acceptance of our financial planning report.

(3) Educational Seminars/Workshops

We do not charge a fee for attendance at educational seminars and workshops that we
host and present. Clients and the general public are free to attend such events free of charge or
obligation.

B. Payment of Fees for Asset Management and Investment Advisory Services

Our annual investment advisory fee under each program is prorated and paid quarterly, in
advance, based upon the market value of your managed assets on the last business day of the
previous quarter or the beginning value of a new account. We may, at our sole discretion,
charge a lesser investment management fee based upon such criteria as anticipated future
earning capacity, anticipated future additional assets, dollar amount of assets to be managed,
related accounts, account composition, or specific negotiations.

Both our Investment Advisory Agreement and the custodian’s custodial/clearing
agreement may authorize the custodian to debit your account for the amount of our investment
advisory fee and to directly remit the management fee to us in compliance with regulatory
procedures. If we bill you directly for our fee, payment is due upon receipt of our invoice.

Our advisory fees do not include custodial fees, if any, for which you may be charged
separately by your custodian, based upon fees negotiated and agreed upon between you and the
custodian, nor do our investment management fees include brokerage commissions, which, if
any, are included in and paid by you to the broker on a transaction-by-transaction basis.

If you engage us to provide management services through either our Advisory or Access
Programs, you may also want us to provide financial planning and consulting services. Our
financial planning and consulting services will be expressly limited to those planning and
consulting services that you specifically request. In the event that you require extraordinary
planning and/or consultation services (to be determined at our sole discretion), we reserve the



right to charge for these additional services according to an agreement that is separate from our
investment management agreement.

We do not maintain custody of client assets for which we have either discretionary or
non-discretionary management authority. However, if you enter into an investment advisory
arrangement with us, we will recommend that you establish a brokerage account with the
Schwab Advisor Services Division of Charles Schwab & Co., Inc. (“Schwab”) who will provide
you with custodial services and act as the executing broker-dealer when we execute transactions
in your account. Prior to engaging us to provide investment management services, you will be
required to enter into a formal Investment Advisory Agreement with us setting forth the terms
and conditions under which we will manage your assets, and also enter into a separate
custodial/clearing agreement with Schwab as the broker-dealer/custodian.

C. Additional Client Fees

Broker-dealers such as Schwab who act as both custodian and executing broker may
charge brokerage commissions and/or transaction fees for executing certain securities
transactions (i.e. transaction fees are charged for certain no-load mutual funds, and commissions
are charged for individual equity and fixed income securities transactions). In addition to our
investment management fee, brokerage commissions and/or transaction fees, there may be fees
related to mutual fund and exchange traded fund purchases, with charges imposed at the fund
level (e.g. management fees and other fund expenses).

D. Outside Compensation

Neither Korving & Co. nor our officers or employees accept any compensation for the
sale of securities or other investment products, including asset-based charges or services fees
from the sale of mutual funds. However, Arie and Stephen Korving are licensed to sell insurance
products, although neither is actively engaged in selling such products. Presently clients needing
insurance are referred to other insurance advisers and we receive no compensation for such
referrals.

Arie Korving is the author and Korving & Co. is the publisher of Before I Go: Preparing
Your Affairs for Your Heirs, a manual that outlines the instructions and information a person
should leave for those left behind upon his/her passing. An accompanying Before I Go: Workbook
allows an individual to organize and record critical information, such as desired funeral
arrangements, relatives and friends to be contacted, living will information, location of will, bank
and brokerage accounts, insurance information, investment management information, and other
important information that is easily and often overlooked. Before I Go does not provide legal or
investment advice and it is available to and can be purchased by the general public.

Item 6: Performance-Based & Side-By-Side Management

Korving & Co. does not manage advisory assets on a performance fee basis, meaning our
fees are not based on a share of capital gains or capital appreciation.



Item 7: Types of Clients

Korving & Co. provides investment advisory and financial planning services to a wide
range of clients, including individuals and families, small businesses, professional corporations,
sole proprietorships, churches, endowments and charities.

Although we provide services to a wide variety of clients, our primary focus is assisting
individuals and families as they plan for a transition into retirement.

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

Korving & Co.’s investment philosophy is based on preserving client wealth while
identifying investment opportunities that possess attractive return potential relative to the
underlying risk. After initially helping our clients identify their investment objectives in clear,
measurable terms, we create customized investment portfolios that are designed to meet each
client’s stated goals. To limit a client’s risk, client portfolios are typically broadly diversified
among asset classes and we pursue a diligent manager selection process regardless of whether
the manager is managing client assets through mutual funds that we have purchased for Advisory
Program clients, or directly managing client assets as a sub-adviser for Access Program clients.

We primarily structure portfolios using no-load or load-waived mutual funds, although in
some instances we invest directly in specific securities rather than mutual funds. This is
particularly true if we have created and are managing a tax-free municipal bond portfolio
designed to protect a client from high and growing tax rates, or if we are implementing a
covered-call writing strategy using common stock or ETF positions held in a client’s portfolio.
In all instances, we monitor client portfolios on an on-going basis and adjust our asset
allocations, risk profile, and manager selections as market conditions change.

Despite our best efforts to control risk, investing in securities involves risk of loss that
clients should be prepared to bear.

A. Portfolio Diversification

Korving & Co. believes that portfolio diversification is a key component when
structuring client portfolios that are designed to provide steady investment performance while
also reducing risk exposure. One of the primary ways in which we achieve portfolio
diversification is through the use of mutual funds that by design are invested in a wide range of
different securities, thereby reducing client exposure to the returns that might be achieved by any
one specific security. Portfolio diversification is further enhanced by our belief that a well-
diversified portfolio is typically invested in as many as 10 to 25 mutual funds, thereby further
broadening the spectrum of securities in which a client portfolio is invested. Also, by investing
in a number of mutual funds, client portfolios are less subject to the investment decisions of
individual fund managers.

B. Risk Management

Effective risk management is a critical factor in achieving investment performance. At
the inception of your client relationship with Korving & Co., we will advise you on the amount



of risk that is appropriate for you based on your investment objectives, financial circumstances,
age, and other factors identified during our consultations with you. Although each client is
unique, generally young investors with a long time investment horizon before retirement can
afford to take more risk in connection with the management of their investment portfolio than
older investors closer to retirement.

In order to effectively manage your risk when managing your investment portfolio we
focus on making asset allocation decisions based upon your defined investment objectives and
risk profile. During the investment management process we continue to track your portfolio to
ensure that it stays within its allocation guidelines, and we make appropriate adjustments as
needed.

C. Managed Mutual Fund Portfolios

Although each of our client’s portfolios are individually managed, we have provided
below several different, but typical, portfolio asset allocation structures based on varying return
versus risk structures. The structures range from “Aggressive,” where the client seeks to achieve
high returns while also accepting a higher level of risk, to “Conservative,” where the client seeks
to preserve capital and be protected from risk while also accepting the potential of achieving
lower returns.

Aggressive Moderately Aggressive Moderate

Equities 75-100% | Equities 50-75% Equities 30-65%
Fixed Income 0-25% Fixed Income 25-50% Fixed Income 30-65%
Alternatives 0-25% Alternatives 0-12.5% Alternatives 0-10%
Asset Allocation 0-25% Asset Allocation 0-12.5% Asset Allocation 0-10%
Balanced 0-25% Balanced 0-12.5% Balanced 0-10%
Cash 0-7.5% Cash 0-10% Cash 0-15%

Moderately Conservative Conservative
Equities 10-35% Equities 0-10%
Fixed Income 65-85% Fixed Income 75-95%
Alternatives 0-7.5% Alternatives 0-5%
Asset Allocation 0-7.5% Asset Allocation 0-5%
Balanced 0-7.5% Balanced 0-5%
Cash 0-15% Cash 0-25%

While diversification removes much of the risk associated with individual securities and
concentrated positions, it is possible for markets here and abroad to decline for extended periods
of time. It is generally assumed that equity markets expose clients to greater risk than fixed
income markets, but both are subject to risks involving economic problems, changes in credit
markets and changes in interest rates.

D. Investment Process & Analysis

Our investment process is based upon the application of a combination of what is referred
to as top-down and bottom-up analysis. In the application of top-down analysis, we identify the
prevailing economic cycle, market risks, political risks, and interest rate risks to determine the
appropriate asset allocation. In the application of bottom-up analysis, we identify the best



mutual funds in each market sector, measure their risk-adjusted return over an extended period of
time, and factor in management tenure at these funds. Through this two-pronged approach we
believe we can structure client portfolios using mutual funds that are most likely to offer
attractive risk-adjusted returns in the current economic and market environment.

E. Options Strategies

We use a conservative option strategy known as selling “covered calls” on individual
stock positions after consulting with clients who would like us to use that strategy. Holders of
concentrated positions may wish to use a covered call strategy to either reduce their position, to
enhance the income they receive from the stock, or both. We do this via covered call options by
offering to sell stock they own at a specific price (the “strike” price) for a specified period of
time (the expiration date). For the sale of the call option they will receive a cash payment in
addition to the dividends on the stock. If the option is “called” the holder will receive the price
previously agreed upon (the strike price) when they sold the call option. If not called, they retain
their stock and have an opportunity to do this again. Stock is generally not “called” unless the
market value of the stock exceeds the strike price on the expiration date of the option. The
primary risk to sellers of covered call options is that it may limit the gains on the value of the
stock before the option expires.

Before implementing any investment strategy that involves options, clients must be
approved for options by the custodian firm. We never sell call options on stock that is not
already held in the account.

Item 9: Disciplinary Information

We have no disciplinary information to report either in connection with Korving & Co. or
any of its staff.

Item 10: Other Financial Industry Activities & Affiliations

A. Registration as a Broker-Dealer or Broker-Dealer Representative

Neither Korving & Co. nor any officer or employee is registered as a broker-dealer or as
a representative of a broker-dealer.

B. Registration as a Futures Commission Merchant, Commodity Pool Operator, or a
Commodity Trading Advisor

Neither Korving & Co. nor any officer or employee is registered as a Futures
Commission Merchant, a Commodity Pool Operator, or a Commodity Trading Advisor.

C. Registration Relationships Material to Our Advisory Business and Possible Conflicts of
Interests

Neither Korving & Co. nor any officer or employee has any material relationships that
would present a possible conflict of interest. However, as we previously disclosed in Item 5:
Fees & Compensation, Section D. Outside Compensation, Arie and Stephen Korving are




licensed to sell insurance products, although neither is actively engaged in selling such products.
Presently clients needing insurance are referred to other insurance advisers and we receive no
compensation for such referrals. Therefore, we believe such referrals do not represent a possible
conflict of interest.

D. Selection of Other Advisors or Managers and How We Are Compensated for Those
Selections

In connection with our advisory services, Korving & Co. does select other investment
advisers to manage client assets. However, we receive no direct or indirect compensation from
the advisers we have selected to manage our client’s assets. Our compensation is based on the
management fee we charge our clients, which is separate from the fee charged by the adviser
managing the client’s assets.

Korving & Co. is an independent investment adviser that is 100% owned and managed
by its founders, Arie Korving and Stephen Korving, who also serve as its portfolio managers.
Neither Arie Korving nor Stephen Korving is registered as a representative with any broker-
dealer or commodity trading organization, and they receive no compensation from any such
entity.

Since its founding Korving & Co. has had a business relationship with Schwab, who
provides custodial and execution services for our clients. For more detailed information
regarding our relationship with Schwab please see Item 12: Brokerage Practices.

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

A. Code of Ethics

Korving & Co. has implemented a Code of Ethics (the “Code’), which is available to
existing and potential clients upon request. We place great emphasis on complying with all
applicable laws and regulations governing our practices as a Registered Investment Adviser.
Therefore, we have established firm guidelines related to the professional standards of conduct
for our employees, which emphasizes the protection of client interests at all times and
demonstrates our commitment to our fiduciary duties of honesty, good faith, and fair dealing
with clients. All of our employees are expected to adhere strictly to the guidelines outlined in the
Code, which requires our employees to submit personal securities transactions and holdings
reports to us that are reviewed by our Chief Compliance Officer on a periodic basis. Employees
are encouraged to report any violations of the Code to our Chief Compliance Officer.
Additionally, we maintain and enforce written policies reasonably designed to prevent the
misuse or dissemination of any material non-public information about our clients or their account
holdings by us or any of our employees.

B. Interest in Client Transactions & Personal Trading

As stated in our Code of Ethics our fiduciary duties to our clients are paramount, and we
always attempt to align our interests with those of clients. From time to time, persons associated
with us may buy, sell or own securities that are recommended to our clients or securities in
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which our clients are invested. It is our policy that our employees shall not have priority over
any client account in the purchase or sale of securities and client transactions to purchase or sell
a security or securities will be executed prior to the purchase or sale of the same security by an
associated person. However, under certain circumstances, persons associated with us may sell
(or purchase) securities that we have determined our clients should purchase (or sell). Such
circumstances could occur based upon differing cash flows, investment time horizons and
investment objectives. We closely monitor and require prior approval all securities transactions
by our associated persons to insure that such transactions will not disadvantage the interests of
our clients.

C. Privacy Policy

Korving & Co. places significant focus on protecting our client’s private information in
accordance with the requirements of the Gramm-Leach-Bliley Act. To protect client
information, we have implemented policies and procedures which insure that client information
is kept private and secure.

We do not disclose any non-public personal information about clients or former clients to
any non-affiliated third parties, except as permitted by law. In the course of servicing our
client’s accounts, we may share some client information with certain service providers, such as
transfer agents, custodians, broker-dealers, accountants, and lawyers.

We restrict internal access to non-public personal information about clients to employees
only on a “need-to-know” basis that is necessary to facilitate our capability to provide clients
with products or services. We have a strict policy which prohibits selling information about
current or former customers or their accounts to anyone. It is also our policy not to share client
information unless required to process a transaction, at the request of a client, or as required by
law.

A copy of our privacy policy notice is provided to each client prior to, or
contemporaneously with, the execution of the advisory agreement, and, thereafter, we will
deliver a copy of our current privacy policy notice to our clients on an annual basis.

Item 12: Brokerage Practices

A. Factors Used to Select Custodians and/or Broker Dealers

As previously outlined, we recommend that our clients establish brokerage/custodial
accounts with Schwab to maintain custody of the assets managed by us, although, clients may
elect to use a custodian other than Schwab, provided the custodian is acceptable to us.
Generally, the broker-dealer who acts as the client’s custodian also acts as the executing firm in
connection with transactions in the client’s account. However, in some instances we may
execute transactions in a client’s account through an executing broker-dealer that is not the
client’s custodian and the transactions are cleared through the client’s custodial account.

Custodians may charge clients separately for custody services, and executing broker-
dealers are compensated by accounts holders through the commissions and other transaction or
asset-based fees for securities trades that are executed through them.
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We are independently owned and operated and we are not affiliated with Schwab. Our
considerations in recommending Schwab are based on a number of factors including but not
limited to their historical business relationship with us and their financial strength, reputation,
execution capability, pricing, research and services, relatively low transaction and commission
fees and reporting ability.

Schwab provides various products and services that assist us in managing and
administering client accounts, such as software and technology that (i) provide access to client
account data (such as trade confirmation and account statements); (ii) facilitate trade execution
and allocate aggregated trade orders for multiple client accounts; (ii1) provide research, pricing
and other market data; (iv) facilitate the payment of the advisory fees from its client accounts;
and (v) assist with back-office functions, recordkeeping and client reporting.

In addition, Schwab offers other services that are intended to help us manage and further
develop our business. These services may include: (i) compliance, legal and business
consulting; (i) publications and conferences on practice management and business succession;
and (ii1) access to employee benefit providers, human capital consultants and insurance
providers. Additionally, Schwab may make available, arrange and/or pay third-party vendors for
the types of services rendered to us. Schwab may discount or waive fees it would otherwise
charge for some of these services or pay all or a part of the fees of a third-party providing these
services to us. Schwab may also provide other benefits such as educational events or occasional
business entertainment of our staff.

In evaluating whether to recommend that our clients establish brokerage/custodial
accounts with Schwab, we may take into account the availability of some of the foregoing
products, services and other arrangements offered to us as part of the total mix of factors we
consider and not solely the nature, cost or quality of custody and brokerage services provided to
us by Schwab, which may be perceived as creating a potential conflict of interest. We receive no
referrals from Schwab in exchange for using their services.

B. Conflict of Interest Disclosure

In establishing a business relationship with Schwab, in addition to the benefits outlined
above, Korving & Co. has been the recipient of financial assistance from Schwab in the form of
funds used to defray some of our advertising expenses and pay for expenses related to the
preparation and review of our Policies & Procedures Manual. Because we have received and
continue to receive an economic benefit from our relationship with Schwab, we have a potential
conflict of interest in recommending that clients use Schwab as custodian and executing broker.
However, you do not pay more for custodial assets maintained with, or transactions executed
through Schwab as result of this arrangement.

Our Chairman & Chief Compliance Officer, Arie Korving, is available to address any
questions you may have regarding the above arrangement and any corresponding perceived
conflict of interest any such arrangement may create.
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C. Best Execution

Although the commissions and/or transaction fees paid by our clients generally comply
with our duty to obtain best execution, you may pay a commission that is higher than what
another qualified broker-dealer might charge to effect the same transaction when we determine,
in good faith, that the commission/transaction fee is reasonable in relation to the value of the
brokerage and research services we receive. In seeking best execution, the determining factor is
not the lowest possible cost, but whether the transaction represents the best qualitative execution,
taking into consideration the full range of a broker-dealer’s services, including the value of
research provided, execution capability, commission rates, and responsiveness. Accordingly,
although we will seek competitive rates, we may not necessarily obtain the lowest possible
commission rates for client transactions. The brokerage commissions or transaction fees charged
by the broker-dealer/custodian are exclusive of, and in addition to, our investment management
fee. Our best execution responsibility is qualified if the securities we purchase for you are no-
load mutual funds that are traded at net asset value as determined at the daily market close.

D. Aggregation and Allocation of Transactions

Although each client’s portfolio accounts are individually managed, we may purchase or
sell the same securities at the same time for multiple clients. When this occurs it is often
advantageous to aggregate the securities of multiple clients into one trading block for execution.
If your portfolio securities are purchased or sold in an aggregated transaction with the securities
of other clients, you will all receive the same execution price, and if the aggregated purchase or
sale involves several executions to complete the transaction, you will all receive the average
price paid or received on the aggregated transaction.

However, if an aggregated transaction results in only a partial execution and the equal
allocation of the partial execution amongst multiple clients would result in an inefficient trading
unit in client portfolios, we reserve the right to allocate the transaction to specific individual
clients on an equitable rotational basis so that over time no client is disadvantaged in the
management of its portfolio.

E. Directed Brokerage

Korving & Co. executes all client transactions through the client’s designated custodian
and does not permit clients to direct transactions in their account to directed broker-dealers.

Item 13: Review of Accounts

A. Frequency and Nature of Periodic Reviews

If we provide you with investment supervisory services, our portfolio managers will
monitor your account on a continuous basis and will conduct a formal review of your account(s)
on at least an annual basis.
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B. Factors That Trigger a Non-Periodic Review of Client Accounts

In addition, factors may develop that will cause us to conduct additional and more
frequent reviews. These factors may include, but are not limited to, significant market volatility,
changes in your investment objectives, or significant restructuring of your portfolios.

You are advised that it remains your responsibility to inform us of any changes in your
investment objectives and/or financial situation. You are encouraged to comprehensively review
financial planning issues, investment objectives and account performance with us at least on an
annual basis.

C. Reports to Clients

You are provided transaction confirmation notices and regular summary account statements
directly from your broker-dealer/custodian and/or program sponsor for your account(s). As a client
for whom we provide investment supervisory services you will also receive periodic reports (at
least annually) from us summarizing account activity and performance.

Item 14: Client Referrals & Other Compensation

A. Economic Benefits Provided by Third Parties for Advice

We do not receive any economic benefit, directly or indirectly from any third party for
advice rendered to our clients.

B. Compensation to Non-Advisory Personnel for Client Solicitation or Referrals

Korving & Co. does not retain any person or entity to solicit prospective clients on our
behalf and we do not pay any compensation to any entity or person for client referrals.

Item 15: Custody

As previously mentioned, we recommend that our clients establish brokerage/custodial
accounts with Schwab, a FINRA registered broker-dealer and member of SIPC, to maintain
custody of client assets. In addition to offering our clients custody services, Schwab provides us
execution services on client transactions. Although we may recommend you establish an
account at Schwab, it is ultimately your decision to custody assets with Schwab. Korving & Co.
is independently owned and operated and we are not affiliated with Schwab.

Whether a client selects Schwab or another broker-dealer, bank or other qualified
custodian, each client will receive statements from their custodian on a regular basis (at least
quarterly), and clients should carefully review the statements they receive from their custodian.

We also recommend that clients compare the statements they receive from their custodian
with reviews and reports they receive directly from Korving & Co.

Schwab generally does not charge separately for custody services but is compensated by
accounts holders through the commissions and other transaction related or asset-based fees for
securities trades executed through Schwab.
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Item 16: Investment Discretion

If you retain us to provide advisory services on a discretionary basis you grant us full
discretion over the selection and quantity of securities to be purchased or sold for your
account[s]. The discretionary authority you grant us is contained in the Discretionary Investment
Management Agreement that is executed between you and Korving & Co. However, our
investment authority and discretion is subject to specified investment objectives, guidelines
and/or conditions that you establish. For example, you may specify that investments be made
only in certain types of fixed income securities, or you may place restrictions on the quantity or
percentage of particular securities that may be held in your portfolio.

If your assets are managed on a non-discretionary basis you retain the right to approve or
disapprove specific investment recommendations that we make in connection with the management
of you accounts. As a non-discretionary client you are not obligated to follow the investment
recommendations that we provide. However, after receiving your approval in connection with a
specific recommendation, we will execute the transaction on your behalf through Schwab.

Item 17: Voting Client Securities (Proxy Voting)

We do not vote client proxies. As a result, you will maintain exclusive responsibility for:
(1) directing the manner in which proxies solicited by issuers of securities beneficially owned by
you are to be voted, and (2) making all decision regarding mergers, acquisitions, tender offers,
bankruptcy proceedings or other events related to your investment assets. As a result, you
should instruct your custodian to forward you copies of all proxies and shareholder
communications received in connection with your investment assets. However, although you are
responsible for the voting of proxies, you can contact Korving & Co. with questions about a
particular solicitation, and we will attempt to assist you in making a decision in regard to the
solicitation. Any questions regarding a particular solicitation should be directed to Arie Korving,
Chairman, at (757) 638-5490, or arie.korving@korvingco.com.

Item 18: Financial Information

A. Balance Sheet

Korving & Co. is not required to attach a balance sheet for its most recent fiscal year
because we do not require the prepayment of more than $1,200 in fees per client, six months or
more in advance.

B. Financial Condition

We are not aware of any financial condition that would impair our ability to meet our
contractual commitments to our clients.

C. Bankruptcy Petitions in Previous Ten Years

We have not been the subject of a bankruptcy petition in the last ten years.
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