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This wrap fee program brochure provides information about the qualifications and 
business practices of Oak Tree Financial Services, LLC (“OTFS”).  If you have any 
questions about the contents of this brochure, please contact OTFS at 256-704-9400 
and/or Ron.Moody@lpl.com.  The information in this brochure has not been 
approved or verified by the United States Securities and Exchange Commission 
(“SEC”) or by any state securities authority.   
 
Additional information about OTFS also is available on the SEC’s website at 
www.adviserinfo.sec.gov. 

ITEM 2 - MATERIAL CHANGES         
 
The SEC amended the format of the disclosure document required to be delivered to clients 
by investment advisors.    Therefore, this Brochure is different in structure and requires 
additional information than our previous disclosure document.   

 

Oak Tree Financial Services has made the following material changes since our annual 

amendment filing dated March  2023. 

 
Item 1 – The firm’s primary office location has been moved to 120 Holmes Ave., Suite 

305, Huntsville, AL 35801. See Cover Page. 

 

Item 4 – Ron Moody is the Chief Compliance Officer as of September 28, 2023. 

 

Item 9 (Custody) – We disclosed that OTFS is deemed to have custody of client funds and 

securities when OTFS has standing authority (also known as a standing letter of 

authorization or “SLOA”) to move money from a client’s account to a pre-determined 

third-party account. 
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ITEM 4 - SERVICES, FEES AND COMPENSATION      
 

Services 
 

OTFS has been a state registered investment adviser registered since 2015.  Prior to 

registering as an independent investment adviser, OTFS was a boutique financial service 

organization founded in 2009 offering advisory services and securities through LPL Financial, 

an SEC registered investment adviser and FINRA/SIPC member broker/dealer.  Investment 

advisor representatives of OTFS remain registered representatives of LPL Financial in order 

to continue to conduct securities business. 

OTFS filed its initial application to become registered as an investment adviser with the U.S. 

Securities Exchange Commission in February 2022, which was accepted on March 31, 2022.  

 

Ron Moody is the President, Chief Compliance Officer and 100% owner of OTFS.  He has been 

involved in the financial services industry since 1981. He graduated with a bachelor’s degree 

from the University of Alabama. Ron holds the designations of CERTIFIED FINANCIAL 

PLANNER™ professional and Chartered Retirement Planning Counselor from the College of 

Financial Planning and is a member of the Financial Planning Association.   He also holds 

various securities registrations with LPL Financial including Series 63, 65, 7 and 8.  

 

OTFS (“Advisor”) offers asset management services based on the individual needs of the 
client.  This Brochure provides a description of the advisory services offered under the 
OTFS Asset Management ("OTFSAM") program.   
 
In the OTFSAM program, Advisor provides ongoing investment advice and management on 
assets in the client’s account.  Advisor provides advice on the purchase and sale of various 
types of investments, such as mutual funds, exchange-traded funds (“ETFs”), variable 
annuity subaccounts, equities, fixed income securities and others.  Advisor provides advice 
that is tailored to the individual needs of the client based on the investment objective 
chosen by the client.  Clients may impose restrictions on investing in certain securities or 
groups of securities by indicating in the written advisory agreement with Advisor. 
 
Advisor provides management services on a discretionary basis. The client authorizes the 
Advisor to have discretion by signing an advisory agreement.    
 
Assets for program accounts are held at LPL Financial (“LPL”) as custodian.  LPL also acts 
as executing broker/dealer for transactions placed in program accounts and provides other 
administrative services as described throughout this Brochure. 
 

Fees  
 
In the OTFSAM, clients pay Advisor a single annual advisory fee for advisory services and 
execution of transactions.  Clients do not pay brokerage commissions, markups or 
transaction charges for execution of transactions in addition to the advisory fee. The 
advisory fee is negotiable between the client and the Advisor and is set out in the advisory 
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agreement.  The advisory fee is a percentage based on the value of all assets in the account, 
including cash holdings. The maximum advisory fee is 2.0%.   The advisory fee may be 
higher than the fee charged by other investment advisors for similar services.  The advisory 
fee is paid to Advisor and is shared between Advisor and its associated persons. Advisor 
does not accept performance-based fees for program accounts.   
 
The advisory fee is deducted from the account by LPL as the custodian of assets based on a 
written authorization from the client.  LPL calculates and deducts the advisory fee 
quarterly in advance.  If the advisory agreement is terminated before the end of the 
quarterly period, client is entitled to a pro-rated refund of any pre-paid quarterly advisory 
fee based on the number of days remaining in the quarter after the termination date.  
 
Although clients do not pay a transaction charge for transactions in a program account, 
clients should be aware that Advisor pays LPL transaction charges for the transactions.  
The transaction charges paid by Advisor vary based on the type of transaction (e.g., mutual 
fund, equity or fixed income security) and range from $0 to $35.  Because Advisor pays the 
transaction charges in program accounts, there is a conflict of interest.  Clients should 
understand that the cost to Advisor of transaction charges may be a factor that the Advisor 
considers when deciding which securities to select and how frequently to place 
transactions in a program account. 

 

Other Types of Fees and Charges 
 
Program accounts will incur additional fees and charges from parties other than the 
Advisor as noted below.  These fees and charges are in addition to the advisory fee paid to 
Advisor. Advisor does not share in any portion of these third party fees. 
 
LPL, as the custodian and broker-dealer providing brokerage and execution services on 
program accounts, will impose certain fees and charges.  LPL notifies clients of these 
charges at account opening and makes available a list of these fees and charges on its 
website at www.lpl.com. LPL will deduct these fees and charges directly from the client’s 
program account.  
 
There are other fees and charges that are imposed by other third parties that apply to 
investments in program accounts.  Some of these fees and charges are described below.   
 
• If a client’s assets are invested in mutual funds or other pooled investment products, 

clients should be aware that there will be two layers of advisory fees and expenses for 
those assets.  Client will pay an advisory fee to the fund manager and other expenses as 
a shareholder of the fund.  Client will also pay Advisor the advisory fee with respect to 
those assets.  Most of the mutual funds available in the program may be purchased 
directly, subject to investment minimums.  Therefore, clients could generally avoid the 
second layer of fees by not using the management services of Advisor and by making 
their own investment decisions.    

 

http://www.lpl.com/
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• Certain mutual funds impose fees and charges such as contingent deferred sales 
charges, early redemption fees and charges for frequent trading.  These charges may 
apply if client transfers into or purchases such a fund with the applicable charges in a 
program account.     

 
• Although only no-load and load-waived mutual funds can be purchased in a program 

account, client should understand that some mutual funds pay asset based sales charges 
or service fees (e.g., 12b-1 fees) to the custodian with respect to account holdings.       

 
• If client holds a variable annuity as part of an account, there are mortality, expense and 

administrative charges, fees for additional riders on the contract and charges for 
excessive transfers within a calendar year imposed by the variable annuity sponsor.  

 
Further information regarding fees assessed by a mutual fund, or variable annuity is 
available in the appropriate prospectus, which is available upon request from the Advisor 
or from the product sponsor directly.  
 

Other Important Considerations 
 
• The advisory fee is an ongoing wrap fee for investment advisory services, the execution 

of transactions and other administrative and custodial services.  The advisory fee may 
cost the client more than purchasing the program services separately, for example, 
paying an advisory fee plus commissions for each transaction in the account.  Factors 
that bear upon the cost of the account in relation to the cost of the same services 
purchased separately include the type and size of the account, historical and or 
expected size or number of trades for the account, and number and range of 
supplementary advisory and client-related services provided to the client.  

 
• The advisory fee also may cost the client more than if assets were held in a traditional 

brokerage account.  In a brokerage account, a client is charged a commission for each 
transaction, and the representative has no duty to provide ongoing advice with respect 
to the account. If the client plans to follow a buy and hold strategy for the account or 
does not wish to purchase ongoing investment advice or management services, the 
client should consider opening a brokerage account rather than a program account. 

• The Advisor recommending the program to the client receives compensation as a result 
of the client’s participation in the program. This compensation includes the advisory fee 
and also may include other compensation, such as bonuses, awards or other things of 
value offered by LPL to the Advisor or its associated persons.  The amount of this 
compensation may be more or less than what the Advisor would receive if the client 
participated in other LPL programs, programs of other investment advisors or paid 
separately for investment advice, brokerage and other client services. Therefore, the 
Advisor may have a financial incentive to recommend a program account over other 
programs and services. 
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• The investment products available to be purchased in the program can be purchased by 
clients outside of a program account, through broker-dealers or other investment firms 
not affiliated with Advisor. 

ITEM 5 - ACCOUNT REQUIREMENTS AND TYPES OF CLIENTS    
 
A minimum account value of $100,000 is generally required for the program.  In certain 
instances, Advisor will permit a lower minimum account size.   
 
The program is available for individuals, IRAs, banks and thrift institutions, pension and 
profit sharing plans, trusts, estates, charitable organizations, state and municipal 
government entities, corporations and other business entities.    

ITEM 6 - PORTFOLIO MANAGER SELECTION AND EVALUATION  

   
In the OTFSAM program, Advisor does not select, review or recommend other investment 
advisors or portfolio managers.   Advisor, through its associated persons, is responsible for 
the investment advice and management offered to clients.   Advisor requires that 
individuals involved in determining or giving investment advice have the appropriate 
licenses and training to provide the advice.  For more information about the associated 
person of Advisor managing the account, client should refer to the Brochure Supplement 
for the associated person, which client should have received along with this Brochure at the 
time client opened the account.   
 
LPL performs certain administrative services for Advisor, including generation of quarterly 
performance reports for program accounts.  Client will receive an individual quarterly 
performance report, which provides performance information on a time weighted basis.  
The performance reports are intended to inform clients as to how their investments have 
performed for a period, both on an absolute basis and compared to leading investment 
indices. 
 

Methods of Analysis, Investment Strategies 
 
We emphasize continuous and regular account supervision. As part of our asset 
management service, we generally create a portfolio, consisting of individual stocks or 
bonds, exchange traded funds (“ETFs”), options, mutual funds and other public and private 
securities or investments. The client’s individual investment strategy is tailored to their 
specific needs and may include some or all of the previously mentioned securities. Each 
portfolio will be initially designed to meet a particular investment goal, which we 
determine to be suitable to the client’s circumstances. Once the appropriate portfolio has 
been determined, it is subject to review and if necessary, rebalanced based upon the 
client’s individual needs, stated goals and objectives. Each client has the opportunity to 
place reasonable restrictions on the types of investments to be held in the portfolio. 
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The firm uses a combination of multiple forms of analysis in order to formulate investment 
advice when managing assets. Depending on the analysis the firm will implement a long or 
short term trading strategy based on the particular objectives and risk tolerance of a 
particular client. 
 

• Fundamental Analysis involves the analysis of financial statements, the general 
financial health of companies, and/or the analysis of management or competitive 
advantages.  Fundamental analysis concentrates on factors that determine a 
company’s value and expected future earnings. This strategy would normally 
encourage equity purchases in stocks that are undervalued or priced below their 
perceived value. The risk assumed is that the market will fail to reach expectations 
of perceived value. 

 
• Technical Analysis involves the analysis of past market data; primarily price and 

volume. Technical analysis attempts to predict a future stock price or direction 
based on market trends. The assumption is that the market follows discernible 
patterns and if these patterns can be identified then a prediction can be made. The 
risk is that markets do not always follow patterns and relying solely on this method 
may not take into account new patterns that emerge over time. 

 
• Cyclical Analysis involves the analysis of business cycles to find favorable conditions 

for buying and/or selling a security. Cyclical analysis assumes that the markets react 
in cyclical patterns which, once identified, can be leveraged to provide performance. 
The risks with this strategy are two-fold: 1) the markets do not always repeat 
cyclical patterns; and 2) if too many investors begin to implement this strategy, then 
it changes the very cycles these investors are trying to exploit. 

 
• Charting Analysis involves the gathering and processing of price and volume 

information for a particular security. This price and volume information is analyzed 
using mathematical equations. The resulting data is then applied to graphing charts, 
which is used to predict future price movements based on price patterns and trends. 

 
• Long-Term Purchases are securities purchased with the expectation that the value 

of those securities will grow over a relatively long period of time, generally greater 
than one year.  

 
• Short-Term Purchases are securities purchased with the expectation that they will 

be sold within a relatively short period of time, generally less than one year, to take 
advantage of the securities' short-term price fluctuations.  

 
• Options Trading/Writing is a securities transaction that involves buying or selling 

(writing) an option. If you write an option and the buyer exercises the option, you 
are obligated to purchase or deliver a specified number of shares at a specified price 
at the expiration of the option regardless of the market value of the security at 
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expiration of the option. Buying an option gives you the right to purchase or sell a 
specified number of shares at a specified price until the date of expiration of the 
option regardless of the market value of the security at expiration of the option. Our 
investment strategies and advice may vary depending upon each client's specific 
financial situation. As such, we determine investments and allocations based upon 
your predefined objectives, risk tolerance, time horizon, financial horizon, financial 
information, liquidity needs, and other various suitability factors. Your restrictions 
and guidelines may affect the composition of your portfolio. 

   
Please note, investing in securities involves risk of loss that clients should be prepared to 
bear. There are different types of investments that involve varying degrees of risk, and it 
should not be assumed that future performance of any specific investment or investment 
strategy will be profitable or equal any specific performance level(s).  Past performance is 
not indicative of future results.  
 
Even hedging strategies may fail if markets move against the hedged investments. In 
addition, investing carries with it opportunity risk. It is impossible to accurately predict the 
sectors of the market or asset classes that will have more favorable returns for a given 
period. 
 
The firms’ methods of analysis and investment strategies do not represent any significant 
or unusual risks, however, all strategies have inherent risks and performance limitations 
such as: 
 

• Market Risk - the risk that the value of securities may go up or down, sometimes 
rapidly or unpredictably, due to factors affecting securities markets generally or 
particular industries. 

 
• Interest Rate Risk - the risk that fixed income securities will decline in value because 

of an increase in interest rates; a bond or a fixed income fund with a longer duration 
will be more sensitive to changes in interest rates than a bond or bond fund with a 
shorter duration. 

 
• Credit Risk - the risk that an investor could lose money if the issuer or guarantor of a 

fixed income security is unable or unwilling to meet its financial obligations. 
 

• Mutual Funds - Investing in mutual funds carries the risk of capital loss and thus you 
may lose money investing in mutual funds. All mutual funds have costs that lower 
investment returns. The funds can be of bond “fixed income” nature (lower risk) or 
stock “equity” nature (mentioned below). 

 
• Equity - investment generally refers to buying shares of stocks in return for 

receiving a future payment of dividends and/or capital gains if the value of the stock 
increases. The value of equity securities may fluctuate in response to specific 
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situations for each company, industry conditions and the general economic 
environment. 

 
• Fixed income - investments generally pay a return on a fixed schedule, though the 

amount of the payments can vary. This type of investment can include corporate and 
government debt securities, leveraged loans, high yield, and investment grade debt 
and structured products, such as mortgage and other asset-backed securities, 
although individual bonds may be the best-known type of fixed income security. In 
general, the fixed income market is volatile and fixed income securities carry 
interest rate risk. (As interest rates rise, bond prices usually fall, and vice versa. This 
effect is usually more pronounced for longer-term securities.)  Fixed income 
securities also carry inflation risk, liquidity risk, call risk, and credit and default risks 
for both issuers and counterparties. The risk of default on treasury inflation 
protected/inflation linked bonds is dependent upon the U.S. Treasury defaulting 
(extremely unlikely); however, they carry a potential risk of losing share price value, 
albeit rather minimal. Risks of investing in foreign fixed income securities also 
include the general risk of non-U.S. investing described below. 

 
• Exchange Traded Funds (ETFs) - An ETF is an investment fund traded on stock 

exchanges, similar to stocks. Investing in ETFs carries the risk of capital loss 
(sometimes up to a 100% loss in the case of a stock holding bankruptcy). Areas of 
concern include the lack of transparency in products and increasing complexity, 
conflicts of interest and the possibility of inadequate regulatory compliance. 
Precious Metal ETFs (e.g., Gold, Silver, or Palladium Bullion backed “electronic 
shares” not physical metal) specifically may be negatively impacted by several 
unique factors, among them (1) large sales by the official sector which own a 
significant portion of aggregate world holdings in gold and other precious metals, 
(2) a significant increase in hedging activities by producers of gold or other precious 
metals, (3) a significant change in the attitude of speculators and investors. 

 
• Annuities - are a retirement product for those who may have the ability to pay a 

premium now and want to guarantee they receive certain monthly payments or a 
return on investment later in the future. Annuities are contracts issued by a life 
insurance company designed to meet requirements or other long-term goals. An 
annuity is not a life insurance policy. Variable annuities are designed to be long-
term investments, to meet retirement and other long-range goals. Variable annuities 
are not suitable for meeting short-term goals because substantial taxes and 
insurance company charges may apply if you withdraw your money early. Variable 
annuities also involve investment risks, just as mutual funds do.  Variable annuities 
typically offer: 

 
• Regular stream of income or a lump sum payout at a future time 
• Tax-deferred treatment of earnings 
• Death benefits 
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Clients generally pay sales charges or commissions at the time of purchase or 
charges may be deferred until the VA is sold.  Deferred charges typically vary based 
on how long the VA is held.  A portion of the annual operating expenses collected 
from a client may be paid to a salesperson, in addition to other payments classified 
as trailing sales charges. 

 
• Non-U.S. securities - present certain risks such as currency fluctuation, political and 

economic change, social unrest, changes in government regulation, differences in 
accounting and the lesser degree of accurate public information available. 

 
• UIT Securities - designed for investors who can assume the risks associated with 

equity or fixed-income investments and may not be appropriate for investors 
seeking capital preservation or high current income. There is no assurance that UIT 
securities will meet their objective(s). There may be special risks if a portfolio is 
concentrated within a specific sector of the market. A UIT may contain a limited 
number of securities, which may make it more susceptible to price volatility than a 
portfolio diversified among a greater number of holdings. UITs are not actively 
managed and do not sell securities in response to ordinary market fluctuations. 
Instead, securities will not usually be sold until termination, which could mean that 
the sale price of the trust securities may not be the highest price at which these 
securities traded during the life of the trust. 

 
• Structured Notes - also known as market-linked notes, are generally a pre-packaged 

investment strategy based on derivatives, such as a single security, a basket of 
securities, options, indices, commodities, debt issuances and/or foreign currencies, 
and to a lesser extent, swaps. Structured notes are usually issued by investment 
banks or affiliates thereof. They have a fixed maturity and have two components: a 
note and a derivative. The derivative component is often an option. The note 
provides for periodic interest payments to the investor at a predetermined rate, and 
the derivative component provides for the payment at maturity. Some notes use the 
derivative component as a put option written by the investor that gives the buyer of 
the put option the right to sell to the investor the security or securities at a 
predetermined price. Other notes use the derivative component to provide for a call 
option written by the investor that gives the buyer of the call option the right to buy 
the security or securities from the investor at a predetermined price. A feature of 
some structured notes is a "principal guarantee" function, which offers protection of 
principal if held to maturity. However, these notes are not always Federal Deposit 
Insurance Corporation insured; they may only be insured by the issuer, and thus 
have the potential for loss of principal in the case of a liquidity crisis or other 
solvency problems with the issuing company. Investing in structured notes involves 
a number of risks including but not limited to: fluctuations in the price, level or yield 
of underlying instruments, interest rates, currency values and credit quality; 
substantial loss of principal; limits on participation in any appreciation of the 
underlying instrument; limited liquidity; credit risk of the issuer; conflicts of 
interest; and other events that are difficult to predict. 
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• Hedge Funds and Managed Futures - Hedge and managed futures funds are 

available for purchase in the program by clients meeting certain qualification 
standards.  Investing in these funds involves additional risks including, but not 
limited to, the risk of investment loss due to the use of leveraging and other 
speculative investment practices and the lack of liquidity and performance volatility.  
In addition, these funds are not required to provide periodic pricing or valuation 
information to investors and may involve complex tax structures and delays in 
distributing important tax information.  Client should be aware that these funds are 
not liquid as there is no secondary trading market available.  At the absolute 
discretion of the issuer of the fund, there may be certain repurchase offers made 
from time to time.  However, there is no guarantee that client will be able to redeem 
the fund during the repurchase offer. 

 
• Variable Annuities - If client purchases a variable annuity that is part of the 

program, client will receive a prospectus and should rely solely on the disclosure 
contained in the prospectus with respect to the terms and conditions of the variable 
annuity.  Client should also be aware that certain riders purchased with a variable 
annuity may limit the investment options and the ability to manage the subaccounts. 

 
• Margin Accounts - Client should be aware that margin borrowing involves 

additional risks.  Margin borrowing will result in increased gain if the value of the 
securities in the account go up but will result in increased losses if the value of the 
securities in the account goes down. The custodian, acting as the client’s creditor, 
will have the authority to liquidate all or part of the account to repay any portion of 
the margin loan, even if the timing would be disadvantageous to the client.  For 
performance illustration purposes, the margin interest charge will be treated as a 
withdrawal and will, therefore, not negatively impact the performance figures 
reflected on the quarterly advisory reports.  

 
• Mutual & Exchange Traded Funds - The Adviser recommends index and actively 

managed, mutual and exchange traded funds when designing client portfolios.  The 
Adviser considers index funds based on how closely the funds’ characteristics 
mirror the indices they track. 

 
The Adviser analyzes actively managed funds by comparing funds that target the 
same market sector and have the same investment style using prospectuses and 
other sources of information. 
 
The Adviser reviews one or more of the following characteristics prior to 
recommending funds to clients: 

 
• Rank in Category over various periods 
• Return Rating 
• Risk Rating 
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• YTD Return (Outsize swings in comparisons to peers can be a sign of risky practices 
such as placing large bets on certain sectors of the market.) 

• 1 Yr Return 
• 3 Yr Return 
• 5 Yr Return (Typically over a five-year period, the economy experiences a complete 

cycle.   However, the way in which a manager operates in various economic 
environments reflects the manager’s ability to make adjustments or stay the 
course.) 

• Loads 
• Total Expense Ratios 
• Assets 
• Turnover 
• Median Market Capitalization 
• Morningstar Rating 

The Adviser also takes the manager or management team tenure under consideration to 
determine who was responsible for generating the performance numbers. 
 

• Variable Life Insurance 

Variable life insurance is an insurance policy that potentially builds cash value by 
giving the owner the ability to invest a portion of the premiums into investment 
sub-accounts. The owner may also have flexibility in making premium payments 
due to changes in the cash value. 

 
• Public Equity 

A corporation may issue stock to the general public after registration. Stock 
represents an ownership interest in a company. The Adviser uses valuation 
measures and financial information, evaluates the regulatory environment, analyzes 
products or services that are available or under development and the factors that 
can impact them to predict the price movement of a company’s stock.   The Adviser 
also makes comparisons to the company’s peers and to the broader market. 

 
• Corporate Debt & Municipal Securities 

The Adviser generally analyzes the current yield, yield to maturity, yield to call, call 
and default risks, and interest coverage. Debt is issued by federal, state and foreign 
governments and corporations to finance their operations.  Debt represents their 
promise to repay the borrowed amount with interest according to the terms and 
conditions of the debt instrument. Debt obligations offer limited participation in the 
upside of a business. In exchange, holders receive interest and a position that is 
generally senior to equity in a bankruptcy. 

 
• Investment Strategies 
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The Adviser works with each client to design an appropriate investment strategy 
based on their financial and tax status, risk tolerance and investment objectives.  
The Adviser usually recommends investment strategies for the long-term, but may 
occasionally recommend short-term investment and hedging strategies. The Adviser 
generally recommends a target asset mix with periodic rebalancing. 
 
We generally invest client’s cash balances in money market funds, FDIC Insured 
Certificates of Deposit, high-grade commercial paper and/or government backed 
debt instruments.  Ultimately, we try to achieve the highest return on our client’s 
cash balances through relatively low-risk conservative investments. In most cases, 
at least a partial cash balance will be maintained in a money market account so that 
our firm may debit advisory fees for our services related to Asset Management as 
applicable. 

 

Voting Client Securities 
 
Advisor does not accept authority to vote client securities.   Clients retain the right to vote 
all proxies that are solicited for securities held in the account.  Clients will receive proxies 
or other solicitations from the custodian of assets.  If clients have questions regarding the 
solicitation, they should contact the Advisor or the contact person that the issuer identifies 
in the proxy materials.   In addition, Advisor does not accept authority to take action with 
respect to legal proceedings relating to securities held in the account. 

ITEM 7 - CLIENT INFORMATION PROVIDED TO PORTFOLIO MANAGERS  
 
In the OTFSAM program, the Advisor is responsible for account management; there is no 
separate portfolio manager involved.  The Advisor obtains the necessary financial data 
from the client and assists the client in setting an appropriate investment objective for the 
account. The Advisor obtains this information by having the client complete an advisory 
agreement and other documentation.  Clients are encouraged to contact the Advisor if there 
have been any changes in the client’s financial situation or investment objectives or if they 
wish to impose any reasonable restrictions on the management of the account or 
reasonably modify existing restrictions.  Client should be aware that the investment 
objective selected for the program is an overall objective for the entire account and may be 
inconsistent with a particular holding and the account’s performance at any time. Client 
should further be aware that achievement of the stated investment objective is a long-term 
goal for the account. 

ITEM 8 - CLIENT CONTACT WITH PORTFOLIO MANAGERS 
 
Client should contact Advisor at any time with questions regarding program account at 
256-704-9400 or Ron.Moody@lpl.com.  
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ITEM 9 - ADDITIONAL INFORMATION 
   

Disciplinary Information 
 
Registered investment advisers are required to disclose all material facts regarding any 
legal or disciplinary events that would be material to your evaluation of an advisory firm or 
the integrity of a firm’s management. 
 
Any such disciplinary information for the company and the company’s investment advisor 
representatives would be provided herein and publicly accessible by selecting the 
Investment Advisor Search option at http://www.adviserinfo.sec.gov.    
 
There are no legal or disciplinary events to disclose. 

 

Other Financial Industry Activities and Affiliations 
 
Investment advisor representatives may also be registered representatives of LPL 
Financial, an unaffiliated SEC registered and FINRA/SIPC member broker/dealer.  Clients 
may choose to engage a registered investment advisor in their capacity as a registered 
representative of the unaffiliated LPL Financial broker/dealer, to implement investment 
recommendations on a commission basis. 
 
Representatives of our firm are insurance agents/brokers. They may offer insurance 
products and receive customary fees as a result of insurance sales. A conflict of interest 
may arise as these insurance sales may create an incentive to recommend products based 
on the compensation adviser and/or our supervised persons may earn and may not 
necessarily be in the best interests of the client.  Such potential conflicts of interest are 
subject to review by the Chief Compliance Officer and subject to LPL Financial surveillance 
controls. 
 
Brian Moody, an associated person of OTFS, is a licensed CPA.  Clients needing assistance 
with tax preparation and/or account services may be referred to him but are not obligated 
to use his services. There is no referral agreement between Brian Moody and OTFS and no 
compensation paid for referrals.  
 
Neither OTFS nor any of the management persons are registered or has a registration 
pending to register as a futures commission merchant, commodity pool operator, a 
commodity trading advisor, or an associated person of the foregoing entities.   
 

Code of Ethics, Participation or Interest in Client Transactions and Personal Trading 
 
A copy of Advisor’s Code of Ethics is available to clients or prospective clients upon request 
by contacting Ron Moody at 256-704-9400 or Ron.Moody@lpl.com.  
 

http://www.adviserinfo.sec.gov/
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Advisor and its associated persons may invest in or otherwise own an interest in the same 
securities that are recommended to clients within program accounts.  This creates a 
potential conflict of interest.  All associated persons are required to place the interests of 
clients ahead of their own when making personal investments.  In addition, Advisor 
requires that client transactions be placed before associated person personal transactions.  
Personal trading by associated persons is monitored by the Advisor.  Associated persons 
may also buy or sell a specific security for their own account based on personal investment 
considerations, which the Advisor may not deem appropriate to buy or sell for clients. 
 
Advisor does not engage in principal transactions with its clients in program accounts.   
 

Review of Accounts 
 
For those clients to whom OTFS provides investment supervisory services, account reviews 
are conducted on an ongoing basis by the Chief Compliance Officer.  All investment 
supervisory clients are advised that it remains their responsibility to advise OTFS of any 
changes in their investment objectives and/or financial situation.  All clients (in person or 
via telephone) are encouraged to review financial planning issues (to the extent 
applicable), investment objectives and account performance with their investment advisor 
representative on an annual basis. 
 
The Chief Compliance Officer may also conduct account reviews based on the occurrence of 
a triggering event, such as a change in client investment objectives and/or financial 
situation, market corrections and by client request. 
 
In addition, all program accounts are subjected to a risk based exception reporting system 
that flags accounts on a quarterly basis for criteria such as performance, trading activity, 
and concentration.   The exception reporting identifies accounts where additional scrutiny 
or analysis by Advisor may be appropriate.   
 
During any month that there is activity in the program account, client will receive a 
monthly account statement from LPL showing account activity as well as positions held in 
the account at month end.  Additionally, client will receive a confirmation of each 
transaction that occurs within the program account unless the transaction is the result of a 
systematic purchase, redemption or exchange.  Client will also receive a detailed quarterly 
report showing performance, positions, and activity from LPL.   
 

Other Compensation  
 
Advisor and its associated persons may receive additional non-cash compensation from 
product sponsors. However, such compensation may not be tied to the sales of any 
products. Compensation may include such items as gifts valued at less than $100 annually, 
an occasional dinner or ticket to a sporting event, or reimbursement in connection with 
educational meetings or marketing or advertising initiatives.  Product sponsors may also 
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pay for education or training events that may be attended by Advisor’s employees and 
associated persons. 
 

Client Referrals 
 

OTFS has entered into agreements with Promoters (Referring Parties) to refer clients to OTFS.  

If a referred client enters into an investment advisory agreement with OTFS, a referral fee is paid 

to the Promoter, which is based upon a percentage of the client advisory fees that are generated.  

The referral relationship will not result in clients being charged any fees over and above the 

normal advisory fees charged for the advisory services provided.   

 

When a client is referred to us by a Promoter, the Promoter provides the client with a copy of our 

Disclosure Brochure. The client also will complete a Disclosure Statement document.  If the 

Promoter is an unaffiliated registered investment adviser firm, then the client will also receive a 

copy of the referring party’s Form ADV Part 2A Disclosure Brochure. The referral agreements 

between OTFS and referring parties are in compliance with state and federal securities rules 

regarding paid Promoter arrangements. 

 

 
Please see Item 9, Other Financial Industry Activities and Affiliations and Item 9, Brokerage 

Practices, for additional discussion concerning other compensation. 

 

Financial Information  
 
OTFS does not require or solicit prepayment of more than $1200 in fees per client, six 
months or more in advance. 
 
There are no financial conditions that are reasonably likely to impair the firm’s ability to 
meet contractual commitments to clients.  At no time has OTFS been the subject of a 
bankruptcy petition. 
 
OTFS is participating in the Paycheck Protection Program (“PPP”) loan program through the 

U.S. Small Business Administration in conjunction with the relief afforded from the CARES Act 

during the COVID-19 Pandemic.   

 

The PPP loan program is designed to provide a direct financial incentive for a small business to 

keep its employees on the payroll. In order to receive a PPP loan, the small business must certify 

that the current economic uncertainty makes this PPP loan request necessary to support its 

ongoing operations.  For additional details about the PPP loan program, please visit 

https://www.sba.gov/funding-programs/loans/coronavirus-relief-options/paycheck-protection-

program and https://home.treasury.gov/system/files/136/PPP--Fact-Sheet.pdf . 

 

In May 2020, OTFS received a PPP loan in the amount of $46,700.  This PPP loan has a 1% 

fixed interest rate and must be repaid within 2 years (but the initial payments are deferred for the 

first 6 months).  The PPP loan did not require any collateral nor a personal guarantee.  The U.S. 

Small Business Administration will forgive OTFS’s repayment of such PPP loan (or a portion of 

https://www.sba.gov/funding-programs/loans/coronavirus-relief-options/paycheck-protection-program
https://www.sba.gov/funding-programs/loans/coronavirus-relief-options/paycheck-protection-program
https://home.treasury.gov/system/files/136/PPP--Fact-Sheet.pdf
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the PPP loan depending upon the circumstances) if all employees are kept on the payroll for 

eight weeks and the proceeds are used for payroll expenses, rent, mortgage interest, or utilities. 
 

Custody 
 
Custody, as it applies to investment advisors, has been defined by regulators as having 

access or control over client funds and/or securities.  In other words, custody is not 

limited to physically holding client funds and securities.  If an investment adviser has the 

ability to access or control client funds or securities, the investment adviser is deemed to 

have custody and must ensure proper procedures are implemented.   

 

OTFS is deemed to have custody of client funds and securities whenever OTFS is given 

the authority to have fees deducted directly from client accounts. OTFS is also deemed to 

have custody of client funds and securities when OTFS has standing authority (also 

known as a standing letter of authorization or “SLOA”) to move money from a client’s 

account to a pre-determined third-party account. It should be noted that authorization to 

trade in client accounts is not deemed by regulators to be custody. 

 

For accounts in which OTFS is deemed to have custody, we have established procedures to 

ensure all client funds and securities are held at a qualified custodian in a separate account for 

each client under that client’s name. . All of our clients receive at least quarterly account 

statements directly from their custodians. Upon opening an account with a qualified custodian on 

a client's behalf, we promptly notify the client in writing of the qualified custodian's contact 

information. If OTFS  decides to also send account statements to clients, such notice and account 

statements include a legend that recommends that the client compare the account statements 

received from the qualified custodian with those received from our firm.  

 

We encourage our clients to raise any questions with us about the custody, safety or security of 

their assets. The custodians we do business with will send you independent account statements 

listing your account balance(s), transaction history and any fee debits or other fees taken out of 

your account.  

 
LPL is the qualified custodian and maintains custody of client funds and securities in a 
separate account for each client under the client’s name.  LPL as a qualified custodian sends 
account statements showing all transactions, positions, and all deposits and withdrawals of 
principal and income. LPL sends account statements monthly when the account has had 
activity or quarterly if there has been no activity.  Clients should carefully review those 
account statements.   
 
Although most securities available in program accounts are custodied at LPL, there are 
certain securities managed as part of the account that are held at third parties, and not at 
LPL.  For example, variable annuities, hedge funds, and managed futures are often held 
directly with the investment sponsor.  For those outside positions, client will receive 
confirmations and statements directly from the investment sponsor.  
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For outside positions not custodied at LPL, LPL may receive information (e.g., number of 
shares held and market value) from the investment sponsor and display that information 
on statements and reports prepared by LPL.  Such information also may be used to 
calculate performance in performance reports prepared by LPL.  Although Advisor believes 
that the information provided by LPL is accurate, Advisor recommends that clients refer to 
the statements and reports received directly from the investment sponsor and compare 
them with the information provided in any statements or reports from LPL.  The 
statements and reports provided by LPL with respect to outside positions should not 
replace the statements and reports received directly from the investment sponsor. 
 

Brokerage Practices 
 
In the OTFSAM program, Advisor requires that clients direct LPL as the sole and exclusive 
broker-dealer to execute transactions in the account.  LPL is not paid a commission for 
executing transactions.  Because associated persons of the Advisor are licensed with LPL, 
this presents a conflict of interest.  Clients should understand that not all advisors require 
their clients to direct brokerage.  By directing brokerage to LPL, clients may be unable to 
achieve the most favorable execution of client transactions.  Therefore, directed brokerage 
may cost clients more money.   
 
Advisor may receive support services and/or products from LPL, which assist the Advisor 
to better monitor and service program accounts maintained at LPL.  These support services 
and/or products may be received without cost, at a discount, and/or at another negotiated 
rate, and may include the following: 
 

• investment-related research 
• pricing information and market data 
• software and other technology that provide access to client account data 
• compliance and/or practice management-related publications 
• consulting services 
• attendance at conferences, meetings, and other educational and/or social events  
• marketing support 
• computer hardware and/or software 
• other products used by Advisor in furtherance of its investment advisory business 

operations 
 
Clients do not pay more for services as a result of this arrangement.  There is no 
corresponding commitment made by the Advisor to LPL or any other entity to invest any 
specific amount or percentage of client assets in any specific securities as a result of the 
arrangement. 
 
Advisor may aggregate transactions in equity and fixed income securities for a client with 
other clients to improve the quality of execution. When transactions are so aggregated, the 
actual prices applicable to the aggregated transactions will be averaged, and the client 
account will be deemed to have purchased or sold its proportionate share of the securities 
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involved at the average price obtained.  Advisor may determine not to aggregate 
transactions, for example, based on the size of the trades, the number of client accounts, the 
timing of the trades, the liquidity of the securities and the discretionary or non-
discretionary nature of the trades.  If Advisor does not aggregate orders, some clients 
purchasing securities around the same time may receive a less favorable price than other 
clients.  This means that this practice of not aggregating may cost clients more money.   
 


