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In today’s economic environment, busy executives are looking 
for ways to preserve and enhance their financial wealth without 
getting caught up in the details. Now more than ever, it’s important 
to utilize strategies that meet your financial objectives regardless of  
what investment markets are doing. The peace of  mind that comes 
from knowing your future goals will be achieved is paramount. 

The development of  a sound, wealth management plan is the 
key to a successful future. A plan helps you to determine where you 
are in meeting your significant objectives and to determine what 
steps you need to take to accomplish them. A plan gives you a 
roadmap to follow regardless of  what financial markets may be 
doing each day. A plan gives you the peace of  mind necessary to 
survive and thrive in a world of  constant financial change. 

Establishing a relationship with PFM Advisor can be the first 
step in setting up a successful wealth management program. We 
have a distinguished record of  serving corporate executives like 
yourself. As an independent, private company, we have no 
affiliations or financial arrangements with third-parties to distort 
our objectivity or present conflicts of  interest. All our energies are 
directed toward providing you with long-term value through our 
comprehensive financial management services. 

On the following pages you’ll find information on our firm, our 
philosophy and the wealth management services we provide. After 
reviewing this material, we invite you to contact us for a personal 
appointment to discuss your current situation and individual 
financial needs. 
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History 
Charles E. (Chuck) Nash, CFP®, CLU®, ChFC® has provided comprehensive 

wealth management services to corporate executives in the Middle TN area for 
over 20 years. After working for several years as a sales assistant in a local 
financial planning company, he left in 1988 to establish his own practice. In 
partnership with a large financial company, his initial focus was on serving the 
needs of  corporate executive in the healthcare management field. 

He relinquished his arrangement with the parent organization in 1993 in order 
to officially launch Personal Financial Management (PFM) as an independent 
firm. In 1998, he incorporated the firm as PFM Advisor and converted the 
practice to a fee-only service model. Since that time, PFM has continued to grow 
and evolve into a full service firm serving the needs of  a select group of  
executive clients across the southeast. 

Business Philosophy 

PFM Advisor’s business philosophy is built on a foundation of  service and 
loyalty to our clients. As an independent firm, we are free to provide advice and 
make recommendations with the best interest of  our client in mind. We do not 
answer to anyone but you, therefore eliminating many of  the inherent conflicts 
existing in most financial service firms. We understand the personal nature of  
wealth management and do everything in our power to safeguard your privacy. 

All PFM Advisor services are designed to meet the high standards expected by 
the corporate executives we serve. The hallmark of  our approach is to provide the 
level of  service we would demand if  we were clients. Consequently, the affairs of  
all PFM Advisor employees are managed in the same manner as our clients. In this 
way, we are able to deliver high quality services that provide tremendous value. 
With PFM Advisor as your personal wealth manager, rest assured you’ll be in 
control while we take care of  the details. 
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The Wealth Management Process 
 

Let me thank you in advance for taking the time to review this document. The 
fact that you are reading this tells me something important. You’re a person who is 
focused on specific financial goals and objectives - the kind of  person who plans in 
advance. You’re always on the lookout for tools and techniques to give you an edge 
in developing your financial life plan. Let me commend you because it’s becoming a 
rare quality in today’s environment.  

I’ll start with a brief  review of  the 
wealth management process so you’ll 
have a better idea of  how our service is 
structured. The majority of  financial 
decisions are made in the four 
cornerstones of  wealth management.  

These cornerstones are Asset 
Management, Risk Management, Tax 
Planning and Estate Planning.  Each is a key component in the planning and ongoing 
management process. It’s also interesting to note that 75% of  all wealth management 
decisions take place outside the asset management space. 

The following is a brief  description of  each cornerstone and their relationship 
with your financial wealth. 

Asset Management: This includes portfolio investments (taxable accounts, IRA 
accounts, 401k accounts), equity compensation (stock options/SARs, restricted 
stock/RSUs) and other investments like private equity, hedge funds and hard assets. 

Risk Management: This area has two components, property risk and capital risk. 
Property risk is covered by homeowner’s insurance, automobile insurance, personal 
liability insurance and insurance coverage on any other high value items or 
properties. Capital risk involves insuring a loss of  earnings due to death or disability 
as well as health insurance coverage. 

Tax Planning: This covers both tax planning and tax preparation. The planning 
component includes monitoring your withholding, modeling transactions prior to 
executing them for both timing and design. Tax preparation covers Federal tax 
returns along any other jurisdictional returns that need to be filed. 

Estate Planning: This ties everything together through documentation and strategy.  
Documentation includes wills and trusts, ancillary documents such as living wills, 
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healthcare directives and powers of  attorney along with settlement decisions 
regarding the distribution of  assets. Strategy issues involve estate tax planning, estate 
valuation and reduction through family gifting and charitable bequests. 

Each of  these cornerstones require the 
use of  one or more professionals. For 
instance, tax issues require a CPA and 
estate planning involves the use of  an 
attorney.  Asset management involves 
the use of  a broker or brokers. Finally, 
risk management requires the use of  a 
property and casualty agent and possibly 
a life and health insurance agent. This is 
the professional team you need to 

efficiently manage your financial wealth.  

In fact, information typically needs to be shared among the professionals in this 
group. The CPA may need gain/loss information from the broker, the insurance 
agent may need a financial statement for umbrella liability purposes, the attorney will 
need title information to complete the estate plan, etc.  

Now, in a perfect world, these professionals would communicate among 
themselves on your behalf. They would be familiar with the services each other 
provides. Having a familiarity with your current financial situation, they could make 
sure conflicting recommendations aren’t made or acted on. Information would flow 
between the professionals associated with each cornerstone.  

Unfortunately, we don’t live in a perfect world. Far too often, you end up 
managing the information flow. This puts you in the middle where you end up 
spending far too much of  your valuable time. This may work in the early stages of  
wealth creation. However, you reach a point in the advancement of  your career 
where this becomes too time-
consuming. The limited amount of  free 
time you have available is better spent 
on other things. 

That’s the point where our elite 
wealth management service starts to 
make sense.  It ’s bui lt  on the 
development of  a comprehensive 
financial plan incorporating all four 
cornerstones into a central document. 
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Next, as your personal wealth advisor, 
we take on the task of  making sure 
things are properly coordinated. We 
work with the technical experts in the 
four cornerstones and hold them 
accountable for delivering the best 
possible advice for you and we hold you 
accountable to implement the advice. 

This gives you the freedom to focus on 
things that matter most to you. It also gives you the confidence to know you will 
achieve your goals no matter what the market, the economy or the world throw at 
you. 

Beyond the coordination aspects, our program takes a holistic approach to 
managing your wealth. We begin the process with the successful construction of  a 
comprehensive financial plan.  It starts with accurately stating your values and goals 
which provide a critical framework to the planning process.  

After they are in place, we go to work on the four cornerstones of  wealth 
management mentioned earlier, asset management, risk management, tax planning 
and estate planning. This is the point  where advice and accountability intersect with 
the plan. 
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Once the plan is in place, we become your primary point of  contact in the wealth 
management process. This is done through financial reporting and financial 
meetings. 

Reporting includes your initial financial plan and annual reviews along with 
financial condition reports. In addition, we provide you with on-line access to your 
planning portal for financial plan tracking and your investment portal for tracking 
asset management.  

Meetings can include in-office or phone  meetings and these can be scheduled or 
as needed depending on your access needs. Generally, there are three scheduled 
meetings a year built around tax coordination, annual review and tax projections.  

All this provides you with the information necessary to know where you are 
financially. In other words, you remain the central focus of  the process. This 
ultimately means you maintain better oversight and control of  your financial wealth. 

The bottom line is that you can monitor everything while most of  your 
communication goes through us. You are in control while efficiently managing your 
time by avoiding the details we are taking care of  for you. 

During the first two years of  your relationship with PFM Advisor, all meetings 
are held in our office. Beyond that point in time, it may only be necessary to come in 
once or twice a year as the other meetings can be completed by phone using a screen 
sharing program. Many of  our clients have found this to be a convenient way to 
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meet. 

Ultimately, it comes down to you. We each have 168 hours to work with each 
week and only you can say how you want to spend them. It has been said that true 
wealth is measured in discretionary time. Discretionary time comes from delegating 
detail work to others. 

If  you’re a financial delegator, that is, an individual who wants to hand off  the 
detail work of  your finances to an advisory professional, our service could be a 
perfect fit. We can coordinate your financial affairs while you spend your time on 
more important things. You become the chairman of  your financial wealth plan and 
we take care of  the details. 

However, if  you want to handle the communication and detail work yourself  or if  
there’s any hesitation regarding delegating this role to others, you probably aren’t a 
good fit for our services. There’s nothing wrong with that -- we realize our services 
aren’t for everyone. We each have our own approach to things and you’ve got to use 
a process you’re comfortable with.   

The following pages provide descriptions of  what’s included in our elite wealth 
management service package. Please contact our office to set up a brief, phone 
meeting in order for us to see how we can help you achieve your financial goals!  
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Wealth Management Service 
 

Life is a dynamic event and likewise, our wealth management service is designed 
to keep up with it. The service provides ongoing maintenance and support for your 
financial program. It is a values-based and goals-based approach to comprehensive 
planning. It includes the following components: 

 
I. Dynamic Planning 
 

1) Financial Statement 
The starting point of  any financial plan is a complete financial statement. This 
is where we inventory your current assets including cash, present investments, 
current benefit plan values and all personal assets (home, car, vacation home, 
etc.). All current liabilities are subtracted to arrive at your present net worth 
position. This creates the financial starting point for your plan. 
 
2) Goal Planning 
In order for any plan to work, it must be based on your goals. These can be as 
straightforward as having the cash flow needed to maintain your current 
lifestyle  or can include any number of  specific items you want to accomplish 
financially along with the desired time frame you want them to occur in. 
Likewise, some of  these will change over time and adjustments can always be 
made. With your goals and current financial position in place, we can move to 
the four cornerstones of  planning. 
 
3) Asset Management 
First is asset management where we review your present investments in terms 
of  asset class, asset class return and portfolio risk (standard deviation). We 
match this against a model portfolio designed to meet your objectives and risk 
profile. This allows us to identify the right portfolio structure that aligns with 
performance probabilities. 
 
4) Risk Management 
Next is risk management which includes a complete review of  your present 
life, health, homeowners, automobile, liability and specialty insurance. Current 
needs are evaluated and measured against personal and corporate benefits to 
show you the precise coverage required. We provide specific 
recommendations to make sure you’re maximizing benefits without paying for 
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any unnecessary insurance coverage. 
 
5) Tax Planning 
Third is tax planning where a projection of  your current year’s tax liability is 
calculated. This is matched against current withholding to determine under/
over payment to make sure you can avoid any surprises. We review both 
transaction timing and transaction matching for any potential tax savings. We 
review portfolio and passive taxable income for potential shifts to non-taxable 
or tax-deferred reposition. Any other potential tax saving items are reviewed. 
 
6) Estate Planning 
The final cornerstone is estate planning where a complete review of  your 
present estate plan is performed. This includes current documents (wills, 
trusts, etc.), ownership of  assets and an estate tax projection. We highlight any 
potential changes in ownership, document updates and other strategies 
necessary to meet your distribution, charitable and tax objectives. 
 
7) Education Planning (if  applicable) 
We prepare cost projections for the future education of  children or 
grandchildren in this section. We project future tuition and room/board 
expenses based on the schools you select. This allows us to calculate the 
present value amounts needed so a funding plan can be developed or so 
adjustments can be made to current capital. 
 
8) Action Plan Checklist 
We provide a detailed checklist of  the recommendations made in our initial 
assessment or during an annual review. This gives you a simple working list of  
things to complete in order to meet the financial goals and objectives you have 
established for you and your family. 

 
 
II. Asset Management 
 

1) Risk Number Analysis 
We develop a personal risk number for you based on how you fit into the risk 
profile. We use this to recommend a model portfolio designed to meet your 
objectives and risk profile. This allows us to identify the right portfolio 
structure that aligns with performance expectations. 
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2) Asset Allocation Design 
From your risk number analysis we design a model allocation plan. This 
includes the specific asset classes and the percentages that will be allocated to 
each, based on the risk profile developed in the investment policy. 
 
3) Investment Selection and Implementation 
Once your model allocation plan is in place, we begin selecting the specific 
assets that will be used to fund the plan and integrate those with existing 
assets. We then set up and fund the accounts we will be using to implement 
your plan. Once funded, the allocation plan is put in place. 
 
4) Custody and Clearing Services 
We provide a third-party firm (TD Ameritrade Institutional) for the custody 
of  your funds and the clearing of  any trades for your account. They provide 
account statements and trade confirmations of  all transactions that occur 
within your account(s).  

 
 
III. Tracking and Reporting 
 

1) Planning Portal Access 
To facilitate ongoing access to your financial plan, you have access to our 
planning portal. This dynamic tool provides you with updated information on 
how your plan is performing in relation to the goals you’ve developed. 
Portfolio information is updated daily from our portfolio management 
system. In addition, tools are available in order for you to run different 
scenarios and change goal parameters. Finally, all reports and action plan lists 
are archived for future review.  
 
2) Investment Portal Access 
Our investment portal provides you with the tools you need to track your 
portfolios as well as performance reporting. It allows you to monitor all assets 
in your accounts with instant access to rate of  return information. A 
consolidated quarterly report is compiled in the system by month and a 
summary of  account performance on a year-to-date basis is always available. 
This is our primary portfolio monitoring and reporting tool.  
 
3) Aggregation Services 
In order to track outside accounts such as retirement plans, equity 
compensation, trading accounts and annuities among others, we  use an 
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aggregation service to gather that data and import it into our portfolio 
management system. This allows you to see all your accounts in one place 
through your investment portal and it provides current account information 
to your planning portal for goal tracking and overall planning. 
 
4) Review Meetings 
Personal review meeting are held to update the status on any action items in 
progress, to answer or review any portfolio questions and to assess any 
material changes in your goals or objectives. Generally speaking, there are 
three meetings held each year, a tax coordination meeting, your annual review 
and a follow up meeting. Of  course, we are available for additional meetings if  
required. Meetings are conducted in two ways based on your situation and 
circumstances. They are:  
 

a) In-Office Meetings 
This is the preferred location when you’re starting with our service as it 
allows you to meet the team and become familiar with our operation. In 
addition,  tax coordination meetings are generally held in-office. Of  
course, we are happy for you to come in for all meetings if  its 
convenient for you.   
 
b) Screen Share Meetings 
We certainly understand time is your most valuable asset. As a result, 
depending on your situation, we can conduct meetings over the internet 
using our screen sharing program. This allows us to cover the same 
material in similar fashion to what you would experience during an in-
office meeting. 

 
4) Personal Tax Coordination 
We coordinate the preparation of  your personal tax returns with your existing 
CPA firm or with a CPA firm from our resource group. This allows us to 
check the information before it’s prepared and review the finished return for 
accuracy before delivering it to you. If  quarterly tax payments are required, we 
make sure they are done accurately and on time. 
 
5) Other Professional Coordination 
We also coordinate actions with your other professionals such as attorneys, 
casualty agents, real estate experts, etc. Likewise, we have a group of  outside 
professionals we’ve worked with in the past that can be used in case you don’t 
have an existing relationship. 
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2018 Fee Schedule for Professional Services 
 
 
 
 
 

Wealth Management Service 
Fixed Fee Schedule 1, 3 

 
 $ Value of Total Net Worth        or  $ Value of Portfolio   Monthly   
 $2,000,001 to $4,000,000   $1,000,000 to $2,500,000   $2,500 
 $4,000,001 to $7,000,000   $2,500,001 to $4,500,000   $4,500 
 $7,000,001 to $11,000,000   $4,500,001 to $7,000,000   $7,000 
 $11,000,001 to $16,000,000  $7,000,001 to $11,000,000   $9,500 
 $16,000,001 to $25,000,000  $11,000,000 to $17,000,000              $12,500  
 Each additional $5,000,000         Each additional $5,000,000             + $2,500 
 
 
 

Asset-Based Fee Schedule 2, 3 
(Available only to legacy clients under agreement prior to 2016) 

 
$ Value of Assets Under Supervision                Fee Tier  
$-0- to $1,000,000      1.75% 
$1,000,001 to $3,500,000        1.50% 
$3,500,001 to $6,000,000           1.25% 
$6,000,001 to $8,500,000         1.00% 
Amounts over $8,500,001         0.75% 

 
 
 
 
 
 
 

PLEASE READ: In the course of implementing any of the previously listed services, certain expenses may be 
incurred by the Client in addition to those PFM charges for professional services. These expenses could include, 
but aren’t limited to, accounting fees, legal fees, trust administration set-up fees, corporate fees, etc. In every 
instance, you will be made aware of these costs prior to proceeding with the service.  
 
1 The fee is paid in arrears on a monthly by bank draft from the account of your choosing. Your net worth is reviewed at the end 
of each year of service to determine the following year's fee. 
2 The fees is billed and collected quarterly from your account(s), based on the average daily balance of your account(s) over the 
billing period on a tiered basis. Fees are billed in arrears. 
3 In addition to the fee, certain investment transactions may be subject to fees imposed by our custody/clearing firm. These 
charges are for the benefit of the custody/clearing firm and no part of the charge is passed through to or shared with PFM 
Advisor. 
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Additional Planning Resources 
 
The following resources are available to assist PFM Advisor clients in 

accomplishing their comprehensive wealth management objectives. This allows us to 
provide access and coordination to a variety of  specialists, as needed.  

 
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  
 

Trust Services 
 

We can provide a complete array of  trust services to assist in the management of  
your financial plan. This is facilitated through relationships with Wealth Advisors 
Trust Company of  South Dakota, Santa Fe Trust of  New Mexico,  Advisory Trust 
Company of  Delaware and Reliance Trust Company of  Delaware. 
 

Will and Trust Documentation 
 

If  will or trust documents are required to facilitate your estate plan, we have 
attorneys available in our resource group. 
 

Tax and Accounting Services 
 

In addition to tax preparation, a variety of  tax and accounting services are 
available through the resource group CPA firm(s). 
 

Gift Administration Services 
 

Through a variety of  sources, we can provide administration/tax filing services 
for those who have set up charitable entities as part of  their management plan. 
 

Other Resource Group Services 
 

Additional services are available through our resource group to assist in 
mortgage/loan financing, residential real estate transactions, property/casualty 
insurance, technology services, personal banking, etc. In planning situations requiring 
other professionals, we will review any recommendations to make sure they have the 
work completed properly. 
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Asset Management Service 
Asset management is one of  the four cornerstones of  successful financial 

management.  We take an institutional approach to the management of  your 
investment assets. Our belief  is a diversified portfolio of  multiple asset class 
investments produces superior real returns over time.  

While it’s nice to brag about your investment returns, maximizing your total 
wealth is a far more important objective. Our investment philosophy is built on the 
concept of  achieving your financial goals, rather than beating some predetermined 
index. Designing a portfolio to meet your specific financial goals is where real wealth 
management takes place.  

Look at it this way. If  we meet your financial goals and never beat the S&P 500, 
how will you feel? On the other hand, if  we fail to meet your goals but beat the S&P 
500 each year, how will you feel? We think  the accomplishment of  your financial 
goals  is paramount and our multi-step process assists us in constructing a portfolio 
to do this. 

We currently offer two different asset management strategies. They are designed 
to be used alone or in combination with each other. They are our proprietary  active 
management program called the Active Advantage Portfolio™ (AAP™) strategy 
and a menu of  index-based automated portfolio strategies from multiple providers.  

From a portfolio management perspective, our approach has been to deliver 
market-based returns over time while smoothing out some of  the peaks and valleys 
of  equity investing. Superior results can be achieved over time with an effective 
system and the proper discipline.  

I think it’s important to explain the distinctions between active and passive 
management strategies we use. Much has been written and spoken about this subject 
in the financial press over the last few years. However, most of  it is from individuals 
taking a position favoring one strategy over the other. I firmly believe both strategies 
have merit when viewed in the correct context.  

THE ACTIVE VS. PASSIVE DEBATE 

To fully understand how this debate developed, you have to go back to the late 
80’s and early 90’s with the Harry Markowitz and his Nobel Prize winning work and 
the Brinson studies. These really took portfolio allocation from the pension industry 
and created a framework that could be used in personal portfolio management. 
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As it continued to be developed during the 90’s, the style box allocation approach 
emerged. While it had it’s detractors, it was widely used by advisory firms with active 
management. Here’s an illustration of  what it looks like in practice.  

First, the market is divided into four quadrants, fixed 
income, US equity, international developed and 
alternative. Then, each of  the four quadrants are 
divided into “style boxes” covering the range of  
portfolio styles available.  

Typically the advisor allocated a client’s investment 
account by assigning a percentage of  the assets to 
numerous style boxes, based on the risk/reward 
profile of  the client. 

As index investing became more widespread, first with index funds and current 
with exchange traded funds (ETFs), it made sense to use them in this allocation 
structure. First, it solved what had always been a problem with narrowly-constrained 
funds — style drift.  
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Simply put, style drift looks like this. You put money with a mid cap value 
manager only to find out six months later it’s a mid cap growth fund. Even though 
the manager has a narrow constraint (only invest in mid cap value), they have a way 
of  going off  course. Index funds, since they aren’t actively managed are never going 
to drift as the index tracks a specific style. 

Second, by combining an algorithm approach to determining the percentage 
allocated to the specific styles, it solves the “advisor as investment manager” issue. 
This is the inherent problem advisors have when they try to act as the overall 
financial advisor for a client and spend an inordinate amount of  time developing and 
updating their allocation models. 

Finally, it is a lower cost solution as the product fees are much lower without 
active management and advisors generally charge a lower fee to set up and monitor 
these portfolio. When you read about passive strategies beating out active strategies it 
almost always refers to style box investing. As I mentioned earlier, I agree with this 
position and is why we offer passive management portfolios from multiple providers. 

Active management does have it’s place. If  you take what I refer to as the 
objective approach to the allocation process, active managers are able do what makes 
money without the constraints of  style box allocating. Let me show you what I mean. 

In the boxes below, the first outlines the how markets are divided up in this 
approach. They are fixed income, asset allocation, world allocation and world stock. 
The second chart illustrates how each quadrant is broken down by specific 
investment objectives. 

As you can see, the quadrants are not divided equally as most of  the objective 
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asset classes are in the asset allocation and world allocation boxes. This is a graphic 
description of  how this approach differs from style box investing.  Although we do 
allocate the portfolio across these objective classes, that’s where the direct 
comparison to style box investing ends. 

The managers we use in these asset classes have broad constraints as to security 
selection. By that I mean they can invest in a wide range of  stocks and bonds in 
order to meet their stated objective.  

For instance, let’s say we’ve allocated funds to a world allocation fund with a 
growth objective. While there are some constraints, for the most part, the manager 
team can go wherever the deem necessary to achieve their objective of  growth. 

This is where active management can be valued and utilized. They currently can 
do things not possible with most EFTs that are based on some type of  index. Yes, 
there are a few actively managed ETFs and there will probably be more in the future. 
However, current infrastructure problems with ETFs limit what can be done. 

Both portfolio strategies are designed around a three phase approach — design, 
implementation and management. Our experience has shown this approach increases 
your confidence in the overall portfolio. It provides the framework necessary to 
allow your investments to accomplish your financial plan. Let’s take a look at the 
details of  each step involved in developing your portfolio. 

PORTFOLIO DESIGN 

The portfolio design phase begins with the development of  your risk profile. We 
use a multi-point approach to establish a 1 to 99 risk number where the higher the 
number the higher the risk. These issues need to be discussed up front since making 
a realistic assessment here is critical to the future performance of  the plan. With that 
set, we can outline your target return and overall asset allocation design.  

This allows us to rationally set up the rules you will follow so emotional changes 
don’t enter the conversation once the plan is in place. Many  people start with a great 
investment plan only to throw it out when unexpected events occur. This almost 
always results in underperformance making it more difficult for them to reach their 
goals and objectives. We want to make sure we’ve prepared you in advance for any 
future possibility that may come up.  

Depending on your portfolio preferences, we can then choose the portfolio 
strategy that best fits with the investment goals outlined in our initial meeting. Once 
the strategy has been set and agreed upon, your specific asset allocation is 
constructed from the risk models available in each strategy. While past results do not  
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guarantee future performance, it does allow us to determine reasonable 
expectations for your portfolio.  

PORTFOLIO IMPLEMENTATION 

The implementation phase is where we begin selecting the specific portfolio 
strategy to fund your plan. The AAP™ strategy is funded using a list of  approved 
managers developed from our proprietary scoring system which measures return, 
risk, expenses and turnover among other metrics. The automated index strategy uses 
pre-set funds mixed into an allocation designed to match your risk profile number. 

If  your existing portfolio is 100% in cash, it’s relatively easy to fund your 
allocation. However, in most instances individuals come to us with existing 
investment portfolios. In this case, several considerations must be taken into account 
while funding your new allocation plan. 

If  assets are in taxable portfolios, the tax consequences of  replacing existing 
investment positions is very important. We evaluate current basis position and loss 
carry-forward balances to determine the overall tax cost in repositioning your 
portfolio and set a schedule designed to minimize this expense. In addition, we 
evaluate your current investment positions to see which, if  any, meet our criteria and 
can be left in the portfolio until an appropriate future time. 

Next, investment positions held outside the portfolio we’re managing are also an 
important consideration. This is prevalent in many corporate executive portfolios 
where there may be substantial positions in their company stock being held in 
retirement plans, unexercised stock options, restricted stock or stock purchase plans. 

While taxes are generally not a consideration in the case of  personal retirement 
accounts such as IRAs, we still review current positions when implementing your 
allocation plan. All of  these issues, including minimizing transaction costs, are part 
of  the portfolio implementation phase. 

PORTFOLIO MANAGEMENT 

Once the portfolio is in place, the management phase begins. This is where we 
monitor and track the overall allocation and the underlying assets to make sure they 
adhere to your investment plan. An overall analysis of  positions is reviewed weekly 
with particular attention paid to any changes in performance relative to peer funds 
and any designated tracking indices.  

Quarterly, we update the scoring of  the 14,000+ managers in our tracking system 
to determine if  changes are warranted to any funds included on our active list in the  
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AAP™ system. The replacement of  a fund can take place due to any number of  
situations. However, with our emphasis on consistent long-term performance, 
manager changes have not historically been excessive. 

Position changes in the automated portfolio are determined by the system 
management. Generally, these are rare since only index ETFs are used in the 
portfolios. Most changes are limited to the percentage allocations in order to keep 
the portfolio in line with the plan and risk parameters. 

This phase also involves reporting the ongoing performance of  the portfolio to 
you through several different channels. This is not to imply you should be generating 
a specific return target each month or quarter. Markets simply don’t work that way 
and assuming you’ll beat some “target” each period is a strategy doomed to failure. 

We have multiple reporting channels designed to make it easy for you to monitor 
your portfolio. Our primary investment portal is updated daily. It’s optimized for 
mobile, tablet and desktop use so you can get information when you need it.  

This is the tool we use for quarterly reporting and all performance periods are 
available for your review. In addition, we can consolidate data from any of  your other 
accounts (401k, brokerage, etc.) you want us to track or report on. This way, you can 
look at your entire financial portfolio in one place. 

Also, available is the ability for you to log in directly to the third-party firm 
holding your accounts. They will send you monthly statements on your account by 
email or by regular mail depending on your preference. Likewise, any trading activity 
will be reported to you by the holding firm. 

The final step of  the performance phase is the annual review. This critical step is 
designed to make sure your plan continues to meet your objectives and make 
adjustments for changes in your situation. We provide you with a detailed analysis 
and review the plan with you personally in our office or by internet using a 
screenshare program. Any discussion of  changes can then take place in the context 
of  your overall comprehensive plan. 
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 Tactical Portfolio Actions 

DYNAMIC REBALANCING 

Historically, most asset allocation plans rebalance portfolios using a date-specific 
system. This was accomplished by either rebalancing annually at client reviews or at a 
predetermined calendar period such as quarterly. Gobind Daryanani, a quantitative 
analyst formerly of  RegentAtlantic Capital, completed exhaustive research into 
rebalancing and how to derive the most potential return from it. His work was 
instrumental in the development of  the iRebal program used throughout the 
industry and our dynamic rebalancing program.  

Here’s an example of  how 
rebalancing works. This graph 
shows a 9% allocation to the 
Multi-Asset Global asset class. A 
variance is set both above and 
below the target position (10.8% 
and 7.2% respectively). As long 
as that position, as a percentage 
of  the total portfolio, stays 
inside the band, no action is 
taken. If  it moves above the 
band, a sell is triggered to bring it back in line. If  it falls below the band, a buy is 
triggered to add to the position, bringing it back in line. In this way, the system 
makes sure you adhere to a buy low, sell high methodology. This is in stark contrast 
to what most investors do -- buy high and sell low. 

Based on research done by Dr. Daryanani, utilizing this approach added 125 to 
175 basis points a year to the average portfolio return over time. While this amount 
varies from year to year, it is a significant increase to total return. Our program looks 
at the allocation percentages on a weekly basis to determine if  any variance 
opportunity exists.  

TAX LOSS HARVESTING 

Another by-product of  dynamic rebalancing is the ability to harvest losses 
throughout the year in our taxable portfolios. These losses can be used to offset any 
taxable gains produced by selling assets that have risen beyond their upper band. Our 
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rebalance formula is designed to look for offsetting losses any time taxable 
transactions are being initiated.  

As the graph below illustrates, an asset class may be dropping, causing us to add 
to the position. However, once a specific threshold is crossed, we will harvest the 
loss by swapping the position for another asset in the same class.  

In addition, if  we are 
approaching a year-end with 
losses available, we will 
harvest them regardless of  
whether a rebalancing 
opportunity exists or not. 
This way, we make sure we 
have the losses booked and 
available to use or carry 
forward into the next tax 
year. 

While sometimes there simply are no losses to harvest, this focus on tax 
efficiency can be a tremendous benefit over time. 

To clarify, we provide ongoing dynamic rebalancing and tax loss harvesting for 
accounts using the AAP™ strategy.  The Index-based automated platform provides 
rebalancing and approaches tax loss harvesting only as a by-product of  that process.  
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Hypothetical Historical Performance 
 

Active Advantage Portfolio™ Strategy 
There are five basic portfolios, based on risk exposure, in our AAP™ large account 

strategy (individual accounts under $100,000 have fewer positions). The following 
illustrates the performance characteristics of  the portfolios as of  December 31, 
2017. As with any historical performance report, past results do not guarantee or 
imply future results will be the same nor do they imply any client achieved these 
returns. They are presented to compare how these models performed in relation to 
comparative portfolios over a specific period of  time. 

 

Index-Based Automated Platform 
This index-based automated platform, ran by CLS Investments, follows preset rules 

to maintain risk levels.  The following illustrates the performance characteristics of  
their portfolios as of  December 31, 2017. As with any historical performance report, 
past results do not guarantee or imply future results will be the same nor do they 
imply any client achieved these returns. They are presented to compare how these 
models performed in relation to comparative portfolios over a specific period of  
time. 

 Capital  Total Capital Equity  

Model Name: Preservation Balanced Return Growth Growth S&P 500 

       

Risk Number: 30 35 47 57 65 72 

Ann Std Dev: 3.80 4.80 5.77 6.90 7.87 10.04 

1  Year: 8.08 9.94 15.27 19.14 20.74 19.42 

3 Year: 4.13 5.21 7.92 9.89 10.73 9.10 

5 Year: 4.25 6.25 8.70 10.65 11.46 13.39 

10 Year: 5.34 5.93 6.94 7.42 7.30 6.18 

 Capital  Conservative Moderate  Moderate  Aggressive 

Model Name: Preservation Conservative Growth Conservative Moderate Growth Growth Growth 
         

Risk Number: 24 33 40 49 57 66 75 77 

Ann Std Dev: 2.27 3.63 4.65 6.05 7.38 8.74 10.19 10.43 

1 Year: 5.96 8.67 10.72 13.53 16.88 18.78 21.58 22.67 

3 Year: 2.99 3.83 4.57 5.53 6.67 7.36 8.23 8.44 

5 Year: 3.29 4.57 5.53 6.68 7.99 8.86 10.00 10.00 

10 Year: 3.57 3.77 3.88 4.05 4.56 4.61 4.75 4.72 
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DISCLOSURE STATEMENT: The hypothetical performance data above is provided for comparative purposes and does not imply nor guarantee 
future results will be similar nor does it imply any past or present client received these returns. Hypothetical returns assume the portfolios are not re-
balanced nor are any funds added or withdrawn over the time period illustrated and likewise do not guarantee future results. This material is for 
general information only and is not intended to provide specific advice or recommendations. Always consult your financial advisor prior to investing 
as investments in the stock and/or bond markets involve risk considerations including, but not limited to, market risk, interest rate risk, currency risk 
and political risk which could result in the loss of principal.  
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CUSTOM SECURITIES PORTFOLIO 
As a third alternative to the active management strategy and the passive 

management strategy, we offer custom individual securities portfolios. As each of  
these is unique to the client’s risk profile and target return, there is no hypothetical 
historical  performance available to review and compare. A custom portfolio isn’t 
built to a pre-determined model. 

KEY DATA DEFINITIONS 

Model Name: This is the name we’ve assigned to a particular model using a 
vernacular that identifies the level of  risk associated with the model 

Risk Number: The number associated with the level of  risk a portfolio model is 
designed for. The scale is 1 to 99 with 1 being the lowest level of  risk and 99 being 
the highest level of  risk. Using an evaluation process, the client sets their risk number 
prior to creating the final portfolio for implementation. 

Ann Std Dev: A formulaic approach to expected range, it is calculated by 
annualizing the monthly standard deviation in order to use it with annualized returns. 
Monthly standard deviation is a measure of  the dispersion of  a funds monthly 
returns around its average return over a stated time period. 

1 Yr, 3 Yr, 5 Yr, 10 Yr: The annualized return for the portfolio and tracking indices 
covering the stated periods of  time. 
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HOW TO GET STARTED 

 If  you are interested in learning more about any of  our programs, we would like 
to speak with you personally to discuss the details. We realize that a brief, overview 
document like this can’t address the individual questions and concerns you may have. 
Your overall plan, as well as your portfolio, has to be designed to meet your goals 
and objectives in order to be effective. 

For an objective assessment of  your current financial situation, please contact our 
office by email at info@pfmadvisor.com or by phone at (615) 297-1660 or (800) 
660-1592 to arrange a confidential, introductory appointment either by phone or in 
our office. If  you prefer, you can use our online scheduling system to set your 
appointment by visiting www.meetme.so/pfmadvisor. There is no cost for this 
introductory meeting and you are under no obligation to use our service. If  this 
sounds like something you would be interested in, please contact us today. We look 
forward to speaking with you! 
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Wealth Management for Corporate Executives 
 
 
 

3100 West End Avenue 
Suite 1290 

Nashville, TN 37203 
(615) 297-1660     (800) 660-1592     fax (615) 297-1828 

www.pfmadvisor.com 


