
 
 
 
 

Conflicts of interest 
 
Conflicts of interest exist when we provide brokerage services to you. A conflict of interest is a situation 
in which we engage in a transaction or activity where our interest is materially opposed to your interest. 
The mere presence of a conflict of interest does not imply that harm to your interests will occur, but it is 
important that we acknowledge the presence of conflicts. Moreover, our regulatory obligations require 
that we establish, maintain, and enforce written policies and procedures reasonably designed to address 
conflicts of interest associated with our recommendations to you. 

Our conflicts of interest are typically the result of compensation structures and other financial 
arrangements between us, our Financial Advisor/Professionals, our clients and third parties. We offer a 
broad range of investment services and products and we receive various forms of compensation from our 
clients, affiliated and non-affiliated product providers, money managers, and other third parties as 
described above. Securities rules allow for us, our Financial Advisor/Professionals, and our affiliates to 
earn compensation when we provide brokerage services to you. However, the compensation that we and 
our Financial Advisor/Professionals receive from you varies based upon the product or service you 
purchase, which creates a financial incentive to recommend investment products and services that 
generate greater compensation to us. 

We are committed to taking appropriate steps to identify, mitigate, and avoid conflicts of interest to 
ensure we act in your best interest when providing brokerage recommendations to you. Below you will 
find additional information related to our conflicts of interest. This information is not intended to be an 
all-inclusive list of our conflicts, but generally describes those conflicts that are material to your 
brokerage relationship. In addition to this disclosure, conflicts of interest are disclosed to you in your 
account agreement(s) and disclosure documents, our product guides, and other information we make 
available to you. 

Compensation We Receive From Clients 

Transaction-based conflicts  
In your brokerage account you pay certain fees (commissions and sales charges) in connection with the 
buying and selling of each investment product, including mutual funds, variable annuities, alternative 
investments, exchange traded funds, equity securities, and bonds. Where these fees apply, the more 
transactions you enter into, the more compensation that we and your Financial Advisor/Professional 
receive. This compensation creates an incentive for us to recommend that you buy and sell, rather than 
hold, these investments. We also have an incentive to recommend that you purchase investment products 
that carry higher fees, instead of products that carry lower fees or no fees at all.  
 
Markups and markdowns for principal transactions  
When you buy or sell securities in a brokerage account, and in accordance with industry regulations, we 
may impose a markup (increase) or markdown (decrease) in the price of transactions we execute on a 
principal basis. We are compensated based upon the difference (markup) between the price you pay for 
securities purchased from us and the price we sell such securities to you over the prevailing market price, 



or the difference (markdown) between the price you sell securities to us and the price we purchase such 
securities from you over the prevailing market price. We maintain policies and procedures reasonably 
designed to help ensure compliance with the markup and markdown industry rules.  
 
Account maintenance and other administrative fees  
For the services we provide or make available to you with respect to your brokerage account, we charge 
certain account maintenance and other administrative fees, including transfer, wire, or other 
miscellaneous fees, as described in the fee schedule provided to you on an annual basis. The higher the 
fees we charge, the more we are compensated. 

Compensation We Receive from Third Parties 
Third-party payments we receive may be based on new sales of investment products, creating an incentive 
for us to recommend you buy and sell, rather than hold, investments. In other cases, these payments are 
made on an ongoing basis as a percentage of invested assets, creating an incentive for us to recommend 
that you buy and hold investments (or continue to invest through a third-party manager or adviser).  
The total amount of payments we receive varies from product to product, and varies with respect to the 
third-party investment management products we recommend. It also varies from the compensation we 
receive in connection with other products and services we may make available to you, including advisory 
services. We have an incentive to recommend investment products and services that generate greater 
payments to us. This compensation generally represents an expense embedded in the investment products 
and services that is borne by investors, even where it is not paid by the Product Sponsor and not directly 
from the investment product or other fees you pay. The types of third-party compensation we receive 
include: 

 
• Trail Compensation. Ongoing compensation from Product Sponsors may be received by us 

and shared with our Financial Advisor/Professionals. This compensation (commonly known 
as trails, service fees or Rule 12b-1 fees in the case of mutual funds) is typically paid from the 
assets of the investment product under a distribution or servicing arrangement and is 
calculated as an annual percentage of invested assets. The amount of this compensation varies 
from product to product. We have an incentive to recommend that you purchase and hold 
interests in products that pay us higher trails. 

• Revenue Sharing – We currently have an agreement with First Clearing, our clearing firm, 
regarding revenue sharing. The agreement includes margin debit interest, non-purpose loan 
interest and confirmation fees. 

 
Additional Compensation from Product Sponsors and Other Third Parties. We and our Financial 
Advisor/Professionals, associates, employees, and agents receive additional compensation from Product 
Sponsors and other third parties including: 

• Gifts and awards, an occasional dinner or ticket to a sporting event, or reimbursement in 
connection with educational meetings or marketing or advertising initiatives, including 
services for identifying prospective clients.  

• Payment or reimbursement for the costs associated with education or training events that 
are attended by our employees, agents, and Financial Advisor/Professionals, and for 
conferences and events that we sponsor.  

• Reimbursement from Product Sponsors for research and technology-related costs, such as 
those to build systems, tools, and new features to aid in servicing clients. Additionally, 
we and our affiliates receive compensation from Product Sponsors to provide aggregate 
sales data.  



• Note: The amount of these payments is not dependent or related to the level of assets you 
or any other of our clients invest in or with the Product Sponsor. 

 
• Product Share Classes. Some Product Sponsors offer multiple structures of the same 

product (e.g., mutual fund share classes) with each option having a unique expense structure, 
and some having lower costs to you as compared to others. We are incentivized to make 
available those share classes or other product structures that will generate the highest 
compensation to us.  
 

• Compensation Received by Financial Advisor/Professionals. Financial 
Advisor/Professionals are compensated in a variety of ways based on the percentage of 
revenue generated from sales of products and services to clients and/or total assets under 
advisement, including brokerage account activity. This compensation may vary by the 
product or service associated with a brokerage recommendation. In addition to upfront-
transaction based compensation, some products feature on-going residual or “trail” payments. 
Thus Financial Advisor/Professionals are incentivized to recommend products that have 
higher fees as well as those with on-going payments.  

 
Typically, a Financial Advisor/Professional’s payout schedule (periodically adjusted by us at our 
discretion) increases with production and asset levels. The same payout schedule is reduced when 
Financial Advisor/Professionals discount certain client fees and commissions, or client relationship asset 
levels are below minimums established by us from time to time. Financial Advisor/Professionals also may 
be eligible for annual or ongoing bonuses and deferred compensation awards based upon a variety of 
factors that may include reaching certain production levels, tenure with the firm, client product mix, asset 
gathering, referrals to affiliates or other targets, as well as compliance with our policies and procedures 
and meeting best business practices.  
 
As a result, Financial Advisor/Professionals have an incentive to provide brokerage recommendations that 
result in selling more investment products and services, as well as investment products and services that 
carry higher fees. Financial Advisor/Professionals also have an incentive to provide brokerage 
recommendations to gather more assets under management and to increase brokerage trading activity, and 
to reduce the amount of discounts available to you.  
 
Financial Advisor/Professionals have an incentive to recommend you rollover assets from a Qualified 
Retirement Plan (QRP) to a brokerage Individual Retirement Account (IRA) because of the compensation 
they will receive. We maintain policies and procedures designed to ensure that rollover recommendations 
are in your best interest.  
 
Brokerage accounts, unlike advisory accounts, do not feature an on-going fee based on assets under 
management. Financial Advisor/Professionals are incentivized to recommend you transition your 
brokerage services account to an advisory account to generate on-going revenue where your brokerage 
account has minimal activity. Further, Financial Advisor/Professionals are incentivized to recommend 
you transition your brokerage account to an advisory account after you have already placed purchases 
resulting in commissions and/or other transaction-based brokerage fees. We have controls established to 
identify and mitigate this risk. Financial Advisor/Professionals also have an incentive to provide higher 
levels of service to those clients who generate the most fees. 

Recruitment compensation is provided to Financial Advisor/Professionals who join our firm from another 
financial firm. This compensation, which may vary by Financial Advisor/Professional, often includes 
either an upfront or backend award based upon new client assets to the firm and/or revenue generated 



from such client assets. This creates an incentive for the Financial Advisor/Professional to recommend the 
transfer of assets to the firm, including brokerage assets, in order to earn this compensation.  

Non-cash compensation is provided to Financial Advisor/Professionals in the form of credits toward 
business expense accounts and certain titles. Financial Advisor/Professionals are also compensated in the 
form of education meetings and recognition trips. Portions of these programs is subsidized by external 
vendors and affiliates, such as mutual fund companies, insurance carriers, or money managers. 
Consequently, product providers that sponsor and/or participate in education meetings and recognition 
trips gain opportunities to build relations with Financial Advisor/Professionals, which could lead to sales 
of such product provider’s products. Financial Advisor/Professionals also receive promotional items, 
meals, entertainment, and other noncash compensation from product providers up to $100 per year for 
gifts per vendor and $1,000 per year for meals per vendor. 

 
Other Financial Advisor/Professional Activities  
Financial Advisor/Professionals may be motivated to place trades ahead of clients in order to receive 
more favorable prices than their clients.  Daily Monitoring and appropriate surveillance procedures are in 
place to detect any frontrunning or trading-ahead activities. In addition, our designated supervising 
principals must ensure that individuals under their immediate supervision are aware of the prohibitions 
regarding frontrunning and trading-ahead, and adhere to our policies and procedures.  
 
Financial Advisor/Professionals who are transitioning through a succession plan may be incentivized to 
make brokerage recommendations designed to increase the value of their “book of business” through 
asset accumulation or brokerage trades that are not in your best interest. Financial Advisor/Professionals 
who receive clients from a retiring Financial Advisor/Professional are incentivized to meet growth goals 
and may make recommendations not in your best interest.  
 


