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Item 2 Material Changes 
 
 

The firm has registered as out of state investment advisor in Texas. 
 
Kevin Colley has registered as Investment Advisor Representative in Texas. 
 
Updated as of January 2018. 
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Item 4 Advisory Business 
 

Part 1 Advisory Business for Individuals 
 

Salem Advisory Group, LLC (Salem Advisory Group) has been in operation since January, 2008. The LLC is solely 
owned by George E. Hissong of Kennebunk, Maine. 

 

Salem Advisory Group offers Investment Management services including asset allocation, risk analysis, portfolio 
selection and specific equity recommendations. These investments may include equity securities, corporate debt 
securities, municipal securities, REITS, investment company securities i.e. mutual funds, exchange traded funds 
and United States government securities. 

 
Salem Advisory Group's methods of analysis include fundamental and technical research. Salem Advisory Group 
will also use information from additional sources such as annual reports, prospectuses, and filings with the SEC, 
company press releases, newspapers, and research materials prepared by others. 

 

Investment strategies include long term purchases (buy and hold), short term purchases sold within a year, and 
trading of securities within a 30 day period. 

 
Salem Advisory Group tailors its services to the individual needs of clients: All investment strategies, allocations 
and specific equity choices are made only after a thorough analysis of each client's individual goals, time 
horizon, investment experience, risk tolerance and any other specific needs and/or requirements. Special 
consideration is given to all specific client instructions and investment preferences. 

 
Salem Advisory Group currently manages a total of $32,694,271 of which $31,217,137 is managed on a 

discretionary basis and an additional $1,477,134 on a non-discretionary basis. As of 2/9/2018 this represents 

approximately 330 accounts. 

Part 2 Advisory Business for Employer Sponsored Retirement Plans 
 

Salem Advisory Group, LLC in its capacity as a State Registered Investment Advisor offers Nondiscretionary and 
discretionary investment advisory service to employers. Account registrations include SIMPLE IRA Plans, SEP 
Retirement Plans and 401K Profit Sharing Retirement Plans. 

 

Salem Advisory Group, LLC offers 3(21) and 3(38) Advisory Services for 401K Profit Sharing Plans. 
 

Securities in 401K Profit Sharing Retirement Plans typically include mutual funds, age based target funds and 
exchange traded funds and may include individual stocks and bonds. 

 

Item 5 Fees and Compensation 
 

Salem Advisory Group offers fee based asset management services, investment, and asset allocation services. 
These services include reporting, consultation and recommendations based on stated client objectives, risk 
tolerance, economic / market conditions and global volatility. While negotiable, these fees for services are 
generally calculated as follows: 



Account value: 
Account value: $1,000 - 499,999……………Client Annualized Fee: 0.1 - 1.75% Negotiable 
Account value: 500,000 - 999,999…………..Client Annualized Fee: 0.1 - 1.50 % Negotiable 
Account value: 1,000,000 - 2,499,999………Client Annualized Fee: 0.1 - 1.25 % Negotiable 
Account value: 2,500,000+………………….Client Annualized Fee:  Negotiable 

 

Fees are charged in arrears. Client is responsible for any custodial and/or trading fees. These charges may 
consist of IRA custodial fees and/or trade ticket charges. Compensation to Salem Advisory Group is paid on a 
monthly basis either by direct account debit or client remittance, whichever is the client's preference. Clients are 
provided a monthly statement prepared by the custodian indicating the management fee debited from their 
account(s). Salem Advisory Group sends a quarterly billing summary indicating the formula used to calculate the 
fee, the amount of assets under management the fee is based on, and the time period covered by the fee. 
Advisory services are contracted but can be terminated by either party with 30 days written notice, with fees for 
that period to be prorated. 

 

Salem Advisory Group, LLC acting in its capacity as an Investment Advisor shall offer hourly a rate for investment 
advice in addition to its assets under management compensation offering. The hourly rate shall be set at $150 
per hour billed in fifteen (15) minute increments. This “pay as you go” advice is limited to developing and 
rebalancing investment portfolios, using Salem Advisory’s research capabilities and performance based software 
as well as other investment focused needs the advisee may request. 

 

Salem Advisory Group offers clients the opportunity to engage in the Financial Planning process. Financial 
Planning is complimentary to all Salem Advisory Group clients. This includes account aggregation, risk 
management and net worth analysis. This complementary Financial Planning service does not include any of 
Salem Advisory Group’s other services, such as Investment Supervisory Services. 
 
Hourly based clientele will also be offered financial planning consultations and these consultations will be 
complementary. 

 

In no case will the total fee exceed 3% of assets under management, in accordance with industry standards. 

All planning relationships may be terminated by either party with 30 days written notice. 

Please see Item 12, which discusses brokerage practices. 
 

Salem Advisory Group’s Investment Advisor Representatives may also be licensed insurance agents and, as such, 
may receive sales commissions from selling insurance products and/or service fees. 

 

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

A performance-based fee is a fee that an investment fund may be charged by the investment manager that 
manages its assets, calculated by reference to the increase in the fund's net asset value (or "NAV"), which 
represents the value of the fund's investments. 

http://en.wikipedia.org/wiki/Collective_investment_scheme
http://en.wikipedia.org/wiki/Investment_management
http://en.wikipedia.org/wiki/Asset
http://en.wikipedia.org/wiki/Net_asset_value
http://en.wikipedia.org/wiki/Net_asset_value
http://en.wikipedia.org/wiki/Investment


"Side-By-Side" Management refers to simultaneous management of mutual funds and hedge funds. 

Salem Advisory Group does not engage in either of these activities. 

Item 7 Types of Clients 
 

Salem Advisory Group serves individuals of all economic status regardless of account value. High net worth 
clients are included in our clientele. Additionally, Salem Advisory Group works with trusts, estates, charitable 
organizations and all forms of business entities. 

 

Salem Advisory Group does not have a minimum account size for its RIA, Insurance and Financial Planning 
clients. All accounts, regardless of asset value based on that day's closing market values, will be evaluated based 
on reported client objectives and continued suitability. 

 
There is no minimum account value for hourly consultation services. 

 
Item 8 Methods of Analysis, Investment Strategies and Risk of Loss 

 

Salem Advisory Group's methods of analysis include fundamental and technical research. 
 

Fundamental Analysis- Analyzing individual companies and their industry groups, such as; a company’s financial 
statements, details regarding the company’s product line, the experience and expertise of the company’s 
management and the outlook for the company’s industry. Material risks include loss of principal that clients 
should be prepared to bear. 

 
Technical Analysis- Involves studying past price patterns and trends in the financial markets to try to predict the 
direction of the overall market and specific stocks. Material risks include loss of principal that clients should be 
prepared to bear. 

 
Types of Risk 

 

Systematic Risk- Systematic risk is also known as market risk and relates to factors that affect the overall 
economy or securities markets. Systematic risk affects all companies, regardless of the company's financial 
condition, management, or capital structure, and, depending on the investment, can involve international as 
well as domestic factors. Here are some of the most common systematic risks: 

 
 Interest-rate risk describes the risk that the value of a security will go down because of changes in 

interest rates. For example, when interest rates overall increase, bond issuers must offer higher 
coupon rates on new bonds in order to attract investors. The consequence is that the prices of 
existing bonds drop because investors prefer the newer bonds paying the higher rate. On the other 
hand, there's also interest-rate risk when rates fall because maturing bonds or bonds that are paid 
off before maturity must be reinvested at a lower yield.

 

 Inflation risk describes the risk that increases in the prices of goods and services, and therefore the 
cost of living, reduce your purchasing power. Let's say a can of soda increases from $1 to $2. In the 
past, $2 would have bought two cans of soda, but now $2 can buy only one can, resulting in a 
decline in the value of your money.

 
Inflation risk and interest rate risk are closely tied, as interest rates generally rise with inflation. 
Because of this, inflation risk can also reduce the value of your investments. For example, to keep 



pace with inflation and compensate for the loss of purchasing power, lenders will demand increased 
interest rates. This can lead to existing bonds losing value because, as mentioned above, newly 
issued bonds will offer higher interest rates. Inflation can go in cycles, however. When interest rates 
are low, new bonds will likely offer lower interest rates. 

 

 Currency risk occurs because many world currencies float against each other. If money needs to be 
converted to a different currency to make an investment, any change in the exchange rate between 
that currency and yours can increase or reduce your investment return. You are usually only 
impacted by currency risk if you invest in international securities or funds that invest in international 
securities.

 

For example, assume that the current exchange rate of the U.S. dollar to British pound is $1=0.53 
British pounds. If you invest $1,000 in a mutual fund that invests in the stock of British companies, 
this will equal 530 pounds ($1,000 x 0.53 pounds = 530 pounds). Six months later, assume the dollar 
strengthens and the exchange rate becomes $1=0.65 pounds. If the value of the fund does not 
change, converting the original investment of 530 pounds into dollars will return only $815 (530 
pounds/0.65 pounds = $815). Consequently, while the value of the mutual fund has not changed in 
the local currency, a change in the exchange rate has devalued the original investment of $1,000 
into $815. On the other hand, if the dollar were to weaken, the value of the investment would go 
up. So if the exchange rate changes to $1=0.43 pounds, the original investment of $1,000 would 
increase to $1,233 (530 pounds/0.43 pounds = $1,233). 

 
As with most risks, currency risk can be managed to a certain extent by allocating only a limited 
portion of your portfolio to international investments and diversifying this portion across various 
countries and regions. 

 

 Liquidity risk is the risk that you might not be able to buy or sell investments quickly for a price that 
is close to the true underlying value of the asset. Sometimes you may not be able to sell the 
investment at all if there are no buyers for it. Liquidity risk is usually higher in over-the-counter 
markets and small-capitalization stocks. Foreign investments can pose liquidity risks as well. The size 
of foreign markets, the number of companies listed, and hours of trading may limit your ability to 
buy or sell a foreign investment.

 

 Sociopolitical risk is the possibility that instability or unrest in one or more regions of the world will 
affect investment markets. Terrorist attacks, war, and pandemics are just examples of events, 
whether actual or anticipated, that impact investor attitudes toward the market in general and 
result in system-wide fluctuations in stock prices. Some events, such as the September 11, 2001, 
attacks on the World Trade Center and the Pentagon, can lead to wide-scale disruptions of financial 
markets, further exposing investments to risks. Similarly, if you are investing overseas, problems 
there may undermine those markets, or a new government in a particular country may restrict 
investment by non-citizens or nationalize businesses.

 
Your chief defense against systematic risk, as you'll see, is to build a portfolio that includes investments that 
react differently to the same economic factors. It's a strategy known as asset allocation. This generally involves 
investing in both bonds and stocks or the funds that own them, always holding some of each. That's because 
historical patterns show that when bonds as a group—though not every bond—are providing a strong return, 
stocks on the whole tend to provide a disappointing return. The reverse is also true. 



Bonds tend to provide steady returns when held to maturity. Bonds may be measured by a combination of 
change in value when investor demand for them increases or decreases, when interest rates change as well as 
investment (coupon) earnings. That demand may be driven by concerns about volatility risk in the stock 
market—what's sometimes described as a flight to safety— or by the potential for higher yield that results when 
interest rates increase, or by both factors occurring at the same time. That is, when investors believe they can 
benefit from good returns with less risk than they would be exposed to by owning stock, they are willing to pay 
more than par value to own bonds. In fact, they may sell stock to invest in bonds. The sale of stock combined 
with limited new buying drives stock prices down, reducing return. 

 

In a different phase of the cycle, those same investors might sell off bonds to buy stock, with just the opposite 
effect on stock and bond prices. If you owned both bonds and stocks in both periods, you would benefit from 
the strong returns on the asset class that was in greater demand at any one time. You would also be ready when 
investor sentiment changes and the other asset class provides stronger returns. To manage systematic risk, you 
can allocate your total investment portfolio so that it includes some stock and some bonds as well as some cash 
investments. 

Material risks include loss of principal that clients should be prepared to bear. 

Nonsystematic Risk 

Nonsystematic risk, in contrast to systematic risk, affects a much smaller number of companies or investments 
and is associated with investing in a particular product, company, or industry sector. 

 

Here are some examples of nonsystematic risk: 
 Management risk, also known as company risk, refers to the impact that bad management 

decisions, other internal missteps, or even external situations can have on a company's performance 
and, as a consequence, on the value of investments in that company. Even if you research a 
company carefully before investing and it appears to have solid management, there is probably no 
way to know that a competitor is about to bring a superior product to market. Nor is it easy to 
anticipate a financial or personal scandal that undermines a company's image, its stock price, or the 
rating of its bonds.

 

 Credit risk, also called default risk, is the possibility that a bond issuer won't pay interest as 
scheduled or repay the principal at maturity. Credit risk may also be a problem with insurance 
companies that sell annuity contracts, where your ability to collect the interest and income you 
expect is dependent on the claims-paying ability of the issuer.

 
One way to manage nonsystematic risk is to spread your investment dollars around, diversifying your portfolio 
holdings within each major asset class—stock, bonds, and cash—either by owning individual securities or mutual 
funds that invest in those securities. While you're likely to feel the impact of a company that goes bankrupt, it 
should be much less traumatic if that company's stock is just one among several you own. 

 
Other Investment Risks 

The investment decisions you make—and sometimes those you avoid making—can expose you to certain risks 
that can impede your progress toward meeting your investment goals. 

 
For example, buying and selling investments in your accounts too frequently, perhaps in an attempt to take 
advantage of short-term gains or avoid short-term losses, can increase your trading costs. The money you spend 
on trading reduces the balance in your account or eats into the amount you have to invest. If you decide to 
invest in something that's receiving a lot of media attention, you may be increasing the possibility that you're 



buying at the market peak, setting yourself up for future losses. Or, if you sell in a sudden market downturn, it 
can mean not only locking in your losses but also missing out on future gains. 

 
You can also increase your investment risk if you don't monitor the performance of your portfolio and make 
appropriate changes. For example, you should be aware of investments that have failed to live up to your 
expectations, and shed them when you determine that they are unlikely to improve, using the money from that 
sale for another investment. 

 
In some instances Salem Advisory Group, LLC may invest in Leveraged Exchange Traded Funds (ETF). The risks of 
investing in Leveraged Exchange Traded Funds are significantly different than investing in non-Leveraged 
products. 

 

 Performance Variation - Leveraged and inverse ETFs typically are designed to achieve their stated 
performance objectives on a daily basis. Some investors might invest in these ETFs with the expectation 
that the ETFs may meet their stated daily performance objectives over the long term as well. Investors 
should be aware that performance of these ETFs over a period longer than one day can differ 
significantly from their stated daily performance objectives.

 
 Leveraged ETFs - Leveraged ETFs seek to deliver multiples of the performance of the index or 

benchmark they track. Inverse ETFs (also called “short” funds) seek to deliver the opposite of the 

performance of the index or benchmark they track. Like traditional ETFs, some leveraged and inverse 

ETFs track broad indices, some are sector-specific, and others are linked to commodities, currencies, 

or some other benchmark. Inverse ETFs often are marketed as a way for investors to profit from, or at 

least hedge their exposure to, downward moving markets.

 
 Leveraged inverse ETFs - Leveraged inverse ETFs (also known as “ultra short” funds) seek to achieve 

a return that is a multiple of the inverse performance of the underlying index. An inverse ETF that 

tracks a particular index, for example, seeks to deliver the inverse of the performance of that index, 

while a 2x (two times) leveraged inverse ETF seeks to deliver double the opposite of that index’s 

performance. To accomplish their objectives, leveraged and inverse ETFs pursue a range of 

investment strategies through the use of swaps, futures contracts, and other derivative instruments.

 

 Daily Performance Objective - Most leveraged and inverse ETFs “reset” daily, meaning that they are 

designed to achieve their stated objectives on a daily basis. Their performance over longer periods of 

time -- over weeks or months or years -- can differ significantly from the performance (or inverse of 

the performance) of their underlying index or benchmark during the same period of time. This effect 

can be magnified in volatile markets.

 

 
Below are two real life examples: 

 Between December 1, 2008, and April 30, 2009, a particular index gained 2 percent. However, a leveraged 

ETF seeking to deliver twice that index's daily return fell by 6 percent—and an inverse ETF seeking to deliver 

twice the inverse of the index's daily return fell by 25 percent. 

 During that same period, an ETF seeking to deliver three times the daily return of a different index fell 53 

percent, while the underlying index actually gained around 8 percent. An ETF seeking to deliver three times 

the inverse of the index's daily return declined by 90 percent over the same period. 



Salem Advisory Group will also use information from additional sources such as annual reports, prospectuses, 
filings with the SEC, company press releases, newspapers, and research materials prepared by others. 

 
Investment strategies include long term purchases (buy and hold), short term purchases sold within a year and 
trading of securities within a 30 day period. Salem Advisory Group also utilizes dollar cost averaging as a strategy 
to enter or exit an investment over time. Please be aware that frequent trading activity will increase costs 
therefore potentially reducing net returns. 

 
All investment strategies, allocations and specific equity choices are made only after a thorough analysis of each 
client's individual goals, time horizon, investment experience, risk tolerance and any other specific needs and/or 
requirements. 

 

Any investment strategy and/or individual equity entails a variety of risks, in addition to loss of principal. These 
risks may include, but are not limited to; interest rate, inflation, industry, geopolitical, market, event and 
opportunity. All investors should be prepared to tolerate periodic losses of value, regardless of the strategy or 
investment. Salem Advisory Group may utilize automatic 'sell stops' as a strategy to help manage losses. Salem 
Advisory Group encourages clients to consider their time horizon prior to investing. 

 

Item 9 Disciplinary Information 
 

Salem Advisory Group and Investment Advisor Representatives have not been charged with, convicted of or 
plead guilty or nolo contendre ("no contest") in any domestic, foreign or military court to any felony or 
misdemeanor involving: investments or an investment-related business, or any fraud, false statements, or 
omissions, wrongful taking of property, bribery, perjury, forgery, counterfeiting, extortion, or a conspiracy to 
commit any of these offenses. 

 

Salem Advisory Group is the subject of a consent order by the state of New Hampshire for violating an 
investment-related statute. Specifically, Docket/Case Number INV2014-00024 unlicensed firm activity. The firm 
surpassed the de minimis of 5 clients in New Hampshire in November 2013. Prior to obtaining the sixth New 
Hampshire resident client the firm should have registered the firm with the New Hampshire Bureau of Securities 
Regulation and all Investment Advisor Representatives who had any New Hampshire clients. The Consent Order 
required registration of the firm and all Investment Advisor Representatives, a fine, attorney fees and back 
registration fees. 

 

Peter Bishop was the subject of a consent order by the Maine Office of Securities for violating an investment- 
related statute. Specifically, Docket/Case Number 11-7784, trading in a deceased client’s brokerage account. Mr. 
Bishop paid a fine and had conditional licensing for two years from the date of license. The consent order and 
conditional licensing restrictions and conditions expired 8/27/2015. 

 
Peter Bishop is the subject of a voluntary suspension of his North Carolina insurance license for 20 years for 
failing to notify the state of North Carolina of his state of Maine Consent Order Number 11-7784. 

 
Peter Bishop was the subject of a Consent Agreement with the Maine Bureau of Insurance Docket No. INS-13- 
210 in which Mr. Bishop failed to notify the Bureau of his Consent Agreement with the Maine Office of 
Securities. Mr. Bishop agreed to pay a fine. 

 

Salem Advisory Group is absent of any financial condition that is reasonably likely to impair its ability to meet 
contractual commitments to clients. 



Salem Advisory Group has adopted a Code of Ethics that covers conflict issues and is available upon request. 
Investment advice to clients is made with first consideration given to client suitability and best interests of 
clients. 

 

Item 10 Other Financial Industry Activities and Affiliations 
 

The Registered Investment Advisory platform is a fee based arrangement where clients pay an on-going monthly 
fee to have their assets managed, often with discretion. Discretion means Salem Advisory Group buys and sells 
for your account based on an Investment Policy Questionnaire completed by you and your advisor. In a 
discretionary account Salem Advisory Group does not seek your input as to what and/or when to buy or sell. A 
non-Discretionary account means we must secure your permission prior to placing a trade. This could result in 
us being unable to make a trade on your behalf in a timely manner due to an inability to contact you in a timely 
fashion. In every case, we will make a “best efforts” attempt to contact you in a timely manner. 

 
Conflicts of Interest 
Conflicts of interest may arise due to an Investment Advisor Representative also being an Insurance salesperson. 
There exists an inherent conflict of interest in the providing of fee based investment advice and the selling of 
insurance products. The primary conflict arises in the way the advisor/salesperson is paid because that 
individual may have an incentive to offer commission based products over fee based products. Insurance agents 
typically receive an upfront commission paid by the insurance company and possibly a trailing fee while 
investment advisors earn a monthly fee based on the assets under management. This practice may give the 
advisor/salesperson an incentive to recommend products based on the compensation received rather than on 
the client’s need. 

 
Clients are under no obligation to conduct insurance business with Salem Advisory Group, LLC. 

 

It is the Policy of the firm to fully explain the characteristics of both the Registered Investment Advisory 
business and the insurance business. This includes, but is not limited to; fee structure, fiduciary responsibility, 
suitability, discretionary management, nondiscretionary management and other factors pertinent to the 
industry. 

 

RIA Platform- Fee Based Investment Advisory 
Clients who choose the RIA platform typically pay a monthly fee, debited directly from their account. Clients are 
sent a quarterly invoice listing the Average Daily Balance of the account for the month billed, the Period Effective 
Rate (in percent), the Billing Date and the Amount of the bill. Over time, this monthly bill adds up and ultimately 
may be greater than if the client paid a sales commission to purchase the security. Salem Advisory Group also has 
an institutional relationship with TD Ameritrade for use by RIA clients. 

 
Insurance Sales 
Most Salem Advisory Group Investment Advisor Representatives are affiliated with the Salem Advisory Group 
Insurance agency. 

 
Salem Advisory Group, in its capacity as an insurance agency, will provide insurance products to advisory clients 
as needed. Compensation will be paid as follows: 

 

* Commissions for insurance products that may include fixed and indexed annuities, life insurance, 
disability income insurance, long term care insurance, health care insurance and Medicare 
Supplement insurance. 

* Commission rate payable based on carrier and product and are non-negotiable. 



* Commissions payable at time of purchase. "Free Look" period provided based on product and carrier 
policy. 

 

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

Salem Advisory Group has adopted a Code of Ethics that covers conflict issues and is available to anyone upon 
request. Investment advice to clients is made with first consideration given to client suitability and best 
interests. 

 

Neither Salem Advisory Group nor its Investment Adviser Representatives engage in client transactions involving 
any type of personal participation or interest. Representatives of Salem Advisory Group may own securities 
recommended to clients in their own personal accounts and trade them appropriately. There are two ways 
these like securities may be bought or sold. The securities may be traded by “block”. This means all the 
securities are sold at once, at one average price. Securities may also be bought or sold individually in client’s 
accounts. 

 

The advisor must always buy or sell based on what is prudent so that the client’s interests come first. 
 

Kevin Colley, President & Portfolio Manager, monitors all trading activity on a daily basis. In Mr. Colley’s 
absence, Jennifer Arps, Executive Vice President, will monitor all trading activity on a daily basis. 

 
Item 12 Brokerage Practices 

 
Salem Advisory Group’s RIA clients may pay ticket charges, sometimes referred to as “commissions” on 

transactions benefiting their accounts. RIA transactions will be placed through TD Ameritrade. Factors 
considered in the selection of TD Ameritrade include, but are not limited to; fee structure, research capabilities, 
clearing efficiency, trade execution, employee stability, quality of service and block trading capabilities. In some 
instances the trading fees associated with TD Ameritrade may be greater than those with other discount 
brokers. 

 
When multiple clients own the same security and Salem Advisory Group determines that block trading will be 
the most efficient way to sell the security, a block trade will be executed. This means that the security will be 
aggregated into one large trade and the selling price will be the average of the entire trade. This insures that all 
clients receive the same security price in a process that is a fair and equitable allocation as well as eliminating 
any perception of a conflict of interest where one client gets a better price than another client. 

 

Item 13 Review of Accounts 
 

All financial plans generated by Salem Advisory Group Representatives will be reviewed by the President, Chief 
Compliance Officer & Portfolio Manager, Kevin Colley, CFP prior to delivery. Financial plans will be reviewed at 
client’s request. Advisors may also request a meeting with client(s) to review financial plans. 

 
All fee based Registered Investment Advisory (RIA) accounts will be reviewed by the President, Chief Compliance 
Officer & Portfolio Manager, Kevin Colley, CFP. These reviews will occur at least quarterly. Additional triggers for 
review include; economic conditions, global volatility, market behavior and any reported change in client 
objectives. Clients may request a review at any time. 



Salem Advisory Group’s RIA clients receive written quarterly newsletters, specific account performance reports, 
and detailed accounting of fee computation. 

 

Item 14 Client Referrals 
 

Salem Advisory does not have a compensation program for client referrals. 
 

Item 15 Custody 
 

Pursuant to Maine Securities Rule Ch. 515 subsection 11(8), the firm is deemed to have custody as a result of 
using direct fee deduction: however, the Firm relies on safeguards contained in paragraphs 8A and 8B in 
complying with this section. Clients are urged to compare monthly statements from the custodian (TD 
Ameritrade) to the quarterly invoices sent by Salem Advisory Group. 

 
Salem Advisory Group uses TD Ameritrade, an independent custodian, for the clearing of all trades and the 
custody of client funds and securities placed on the RIA platform. Monthly statements are provided to clients 
directly from TD Ameritrade, recording all transactions impacting the underlying account and should be 
reviewed by the client. Salem Advisory Group provides quarterly billing invoices to clients and quarterly 
Performance Reports to clients on the fee based RIA platform. 

 

Item 16 Investment Discretion 
 

Salem Advisory Group offers its clients discretionary and non-discretionary accounts. The decision as to which 
type is based on the client's objectives and investment experience and is solely the client’s decision. 

 

Salem Advisory Group has separate investment management account agreements designating which type of 
account is being opened. 

 
Clients who choose discretionary management on the fee based RIA platform initial and sign a Limited Power of 
Attorney section and an Authorization to Pay Fees to Agent section on the TD Ameritrade new account 
document. 

 
Occasionally clients place limitations on Salem Advisory Group’s discretionary authority. Salem Advisory Group 
will, provide a “best efforts” process to meet the client’s limitations or requests, however, Salem Advisory Group 
may inadvertently buy a security the client prefers not to own or sell a security the client prefers to own. Should 
this situation occur, Salem Advisory Group will make a “best efforts” attempt to rectify the situation. By “best 
efforts”, the Firm means that if the trade can immediately be cancelled or undone, then that will happen. If a 
trade is recognized within minutes of occurring it may be “busted”. A “busted trade” is cancelled or undone and 
the trade never appears on any client statement, no fees are charged and for all intents and purposes, the trade 
did not take place. 

 
If the inadvertent trade is not “busted”, then a trade error report is filed with the custodian. If the inadvertent 
trade is a Buy, the security is transferred to the Salem Advisory Trade Error Account. Next, cash equal to the 
amount needed to make the client whole is transferred from the Trade Error account to the client’s account. If 



there is a profit in the sale of the inadvertent trade, the profit is donated to charity by the custodian. If there is a 
loss, Salem Advisory Group, LLC covers the loss. 

 
If the inadvertent trade is a Sell, then Salem Advisory Group, LLC will buy the security back and any client loss 
will be covered by Salem Advisory Group, LLC. 

 
In no instance will a client suffer a loss based on an inadvertent trade. 

 

Item 17 Voting Client Securities 
 

Salem Advisory Group does not vote on the behalf of its clients on securities owned by those clients. All clients 
receive the proxies directly from the issuing security. Since Salem Advisory Group does not receive proxies, 
clients cannot contact the firm for information regarding their proxies. 

 

Item 18 Financial Information 
 

Salem Advisory Group does not require pre-payment of any fees. All investment management accounts are 
billed in arrears. 

 
Salem Advisory Group is absent of any financial condition that is reasonably likely to impair its ability to meet 
contractual commitments to clients. 

 
Item 19 Requirements for State-Registered Advisers 

 

Following is a list of Salem Advisory Group’s principal executive officers and management persons. 
 

No management person or Investment Advisor Representative has any relationship or arrangement with issuer 
of securities no listed herein Item 10 of Part 2A. 

 
Owner- George E. Hissong, 1936, BS Physical Chemistry, Heidelberg University. 

 
Mr. Hissong has limited operational control of Salem Advisory Group, LLC, leaving the day-to-day operations, 
Written Policy and Procedures and operational decisions to the firm President. Mr. Hissong is responsible for 
hiring the firm President. 

 

President, Chief Compliance Officer & Portfolio Manager, - Kevin J. Colley, 1957, attended University of Maine 
from 1976-1981, Certified Financial Planner (CFP), President of Lighthouse Investments from 1998-2009. 

 
Mr. Colley is a self employed insurance salesperson in the areas of Health Life, Disability and Long Term Care. 
Mr. Colley works approximately 1 hour a month in this capacity, 1 hour of which are during regular trading 
hours. 

 
Mr. Colley is a lacrosse referee and works approximately 9 hours per month in this capacity, 3 of which are 
during regular trading hours. 



Mr. Colley is the Treasurer of the Maine Chapter of US Lacrosse, a non-profit US corporation where Mr. Colley 
works approximately 1 hour per month in this capacity, none of which is during regular trading hours. 

 
Mr. Colley is the Treasurer of the Maine Lacrosse Officials Association, a non-profit US corporation where Mr. 
Colley works approximately 1 hour per month in this capacity, none of which is during regular trading hours. 

 

Mr. Colley is an ad hoc non-voting member of the Cheverus High School Investment Committee. Mr. Colley 
works approximately 1 hour per month in this capacity, none of which is during regular trading hours. 

 
Mr. Colley receives no performance based fee compensation. 

 
Executive Vice President, -Jennifer L. Arps, 1970, BS Business & Accounting Elms College 1992, Maine Life, 
Health & Variable Contracts licensure, Series 6, 7, 63 & 65 registrations, Residential Loan Officer at Bank of 
Maine Sept 2008 to Sept 2012. 

 

Ms. Arps is a self-employed insurance salesperson in the areas of Health Life, Disability and Long Term Care. Ms. 
Arps works approximately 8 hours a month in this capacity, 6 hours of which are during regular trading hours. 

 

Ms. Arps also is President of Mainstay Funding, a mortgage origination firm. Ms. Arps works approximately 100 
hours a month in this capacity, 50 hours of which are during regular trading hours. 

 
Ms. Arps receives no performance based fee compensation. 

 
 
 

The minimum level of education required consists of passing the State of Maine Securities exam or equivalent. 
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