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Item 1 – Cover Page 

GATES PASS ADVISORS, LLC 

Main Office: 

280 2nd Street, Suite 280 

Los Altos, CA 94022 

Branch Office: 

422 Wallace Way NW 

Bainbridge Island, WA 98110 

Phone: (650) 797-0280 

Web: www.gatespassadvisors.com 

March 27, 2024 

This brochure provides information about the qualifications and business practices of Gates Pass Advisors, 

LLC. If you have any questions about the contents of this brochure, you may contact us at (650) 797-0280 

or info@gatespassadvisors.com to obtain answers and additional information. Registration of an investment 

adviser does not imply any level of skill or training. The information in this brochure has not been approved 

or verified by the United States Securities and Exchange Commission (“SEC”) or by any state securities 

authority.  

Additional information about Gates Pass Advisors, LLC is available on the SEC’s website at 

www.adviserinfo.sec.gov. The searchable IARD/CRD number for Gates Pass Advisors, LLC is 269983.   
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Item 2 – Material Changes 

 

The date of our previous annual amendment to our brochure was March 22, 2023. Since that date, we have 

made the following material changes to this brochure: 

 

➢ Item 1 has been amended to disclose the address of our branch office located in Bainbridge Island, 

Washington. 

 

➢ Item 4 has been amended to clarify that we offer only broad-based, rather than topic-specific, stand-

alone financial planning services. 

 

➢ Item 15 has been amended to disclose that we maintain standing letters of authorization (“SLOA”) 

for certain clients. These arrangements result in our firm being deemed to have custody of client 

assets. Please see Item 15 for a description of the additional safeguarding procedures we follow 

with respect to client accounts that are subject to SLOAs. 

 

We have made other changes throughout this brochure for purposes of clarifying the nature of our services 

and to enhance the overall readability and transparency of the disclosures contained herein. These changes 

are not material. 

 

We will update this brochure and disclose in this Item 2 the occurrence of any material changes with respect 

to our business in accordance with applicable law. All current clients will receive a Summary of Material 

Changes to this and subsequent brochures within 120 days of the close of our fiscal year and certain 

additional updates regarding changes with respect to our firm and our business practices as they may occur. 

Updated information concerning these changes will be provided to you free of charge. A Summary of 

Material Changes is also included within our brochure found on the SEC’s website at 

www.adviserinfo.sec.gov. You can obtain additional information about our firm by searching for us on the 

foregoing website by our firm name or by our unique IARD/CRD number (269983).  

 

A copy of this brochure will be provided to you free of charge by contacting us at (650) 797-0280 or by e-

mail to info@gatespassadvisors.com.  
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Item 4 – Advisory Business 

 

A Our Firm. Gates Pass Advisors, LLC is a California limited liability company and independent 

registered investment advisory firm located in Los Altos, California. We were granted registration 

as an investment advisor with the SEC effective April 11, 2022. Previously, our firm had been 

registered as an investment advisor with the State of California since its founding in 2015. Our 

principal owner is K. Esther Szabo, CFP®.  

 

 The information contained in this brochure describes our investment advisory services, practices, 

and fees. Please refer to the description of each investment advisory service listed below for 

information on how we tailor our services to the needs of our clients. As used throughout this 

brochure, the words “Gates Pass,” “firm,” “we,” “our,” and “us” refer to Gates Pass Advisors, LLC 

and its associated financial professionals, and the words “you,” “your,” and “client” refer to you as 

either a client or prospective client of our firm. 

  

 Prior to forming an investment advisor-client relationship with you, we may offer a complimentary 

general consultation to discuss the nature of our service offerings and to determine the possibility 

of a potential advisory relationship. Investment advisory services begin only after the client and 

Gates Pass formalize their relationship by the execution of a written investment advisory 

agreement. 

 

B-C Our Services. Gates Pass offers broad-based, comprehensive financial planning and ongoing wealth 

management services to clients. Our investment advice is always tailored to the stated investment 

objectives and needs of our clients. A description of each of our service offerings is as follows: 

 

Financial Planning Services: Most clients relationships begin with the client engaging us for broad-

based financial planning services before moving into on ongoing wealth management relationship 

where we implement our financial planning recommendations and monitor the client’s designated 

investment accounts on an ongoing basis. However, we also offer financial planning as a stand-

alone service.  

 

When we are engaged for financial planning services we will provide you with advice covering 

some or all of the following financial topics, depending on your specific financial circumstances, 

needs, goals, and concerns:  

 

➢ budgeting, and cash flow 

planning; 

➢ goal funding; 

➢ income tax planning; 

➢ education planning; 

➢ transition consulting/planning; 

➢ disability planning and income 

protection 

➢ debt management; 

➢ estate planning; 

➢ retirement planning; and 

➢ investment planning/specific investment 

recommendations.

 

We will provide you with a series of periodic consultations, as agreed, to discuss your unique 

financial circumstances, investment objectives and needs, tolerance for risk, time horizon for 

investments, and/or any particular issues of financial concern. We will review pertinent financial 

documents and information provided by you and then provide you with our investment and 

financial recommendations in the form of a written financial plan.  
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Our written financial plans typically include a summary of the client’s financial situation, our 

general observations regarding the same, and a series of recommendations for a course of activity 

to be undertaken by the client to achieve their financial objectives and goals. For example, 

recommendations may be made that the client begin or revise certain investment programs, create 

or revise wills or trusts, obtain or revise insurance coverage, commence or alter retirement savings, 

or establish education savings or charitable giving programs. We will also recommend third-party 

providers to you who can assist with implementation of specific aspects of the written plan as 

necessary, including attorneys, certified public accountants, insurance professionals, and others.  

Unless you engage us for ongoing wealth management services following the completion and 

delivery of your written financial plan, we will not provide you with any subsequent review or 

updates of the financial plan and the engagement is considered concluded upon delivery. 

 

You always maintain the sole and absolute discretion to accept or reject any of our financial 

planning recommendations, in whole or in part, and shall be responsible for the selection of service 

providers for investment implementation and monitoring. While you are not obligated to do so, if 

you decide to engage us for ongoing wealth management services following the preparation and 

delivery of your written financial plan, we will implement our investment recommendations in your 

designated investment accounts and monitor such investments on an ongoing basis. Where you 

elect to engage us for these combined services, we may elect to reduce or offset all or a portion of 

the agreed upon financial planning fees against the advisory fees charged for ongoing wealth 

management services. Please see the description of our wealth management services below.  

 

Wealth Management Services: When you engage us for these services, we will provide ongoing 

management and monitoring of your designated investment account(s) in accordance with your 

unique financial circumstances, goals, and needs, and your written financial plan. You will deposit 

your assets to an account (or accounts) held in your name at an independent qualified custodian 

(“Custodian”) and be required to execute a limited power of attorney granting our firm the authority 

to direct the execution investment transactions within your account. Typically, you will be required 

to grant us discretionary authority to directly implement investments within your account(s) 

without having to obtain your prior approval of each specific transaction. In limited circumstances, 

we may agree to a non-discretionary arrangement, under which we will recommend investments to 

you and only implement them within your account(s) after receiving your approval. You may 

impose reasonable restrictions on our management of your account(s), including instructing us not 

to purchase certain specific securities, industry sectors, and/or asset classes. Please see Item 16 of 

this brochure for more information on our investment discretion policy. 

 

We will consult with you at the inception of our relationship and thereafter, as necessary, to gain a 

thorough understanding of your financial circumstances, investment objectives and limitations, 

tolerance for investment risk, and time horizon for investments. Based on this information, we will 

implement the desired portfolio of investments within your account(s), monitor your investments 

on an ongoing basis, and adjust your holdings as needed or appropriate, acting as your trusted 

fiduciary.  

 

Client portfolios are typically constructed using a diversified mix of some or all of the following 

investments: individual stocks, corporate and government issued bonds, mutual funds, exchange 

traded funds (“ETFs”), cash and cash equivalents. As part of these services, we may also 

recommend the use of certain third-party money managers (“Independent Managers”) to manage 

all or a portion of your account(s). The Independent Managers we select to assist in the management 

of your account may require you to execute a separate written trading authorization, advisory 

agreement, platform agreement, and/or other account opening documentation. You will be provided 
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with the Form ADV Part 2A (or equivalent disclosures) for any recommended Independent 

Manager(s) at or prior to the time they begin to manage your account. We will monitor the 

performance of your assets managed by Independent Managers on an ongoing basis, reallocate 

assets among Independent Managers, and engage or terminate Independent Manager relationships 

as necessary, and in your best interests. We will also be responsible as your primary fiduciary 

advisor to ensure that the investment programs and performance of the selected Independent 

Managers remains suitable and well aligned with your investment goals and needs. 

 

At your specific request or as outlined in your written financial plan, we may also provide you with 

advice and recommendations with respect to the investment of certain “held-away” investment 

accounts (e.g., employer sponsored retirement accounts, qualified tuition plans, variable annuity 

sub-accounts). For these accounts, we are limited to advising you as to the allocation of your 

holdings among the various investment options made available by the product sponsor, issuer, or 

custodian. You will make all final investment decisions and be responsible for the implementation 

and monitoring of all investments contained in your held-away accounts. 

  

 If a written financial plan has not been provided already, wealth management clients may elect to 

have Gates Pass provide a customized wealth management plan – additional fees may apply. When 

you engage us for these additional services, we will provide you with a suite of financial planning 

advice, including, without limitation, recommendations regarding cash flow and budgeting, review 

of insurance and employee benefits, financial goal setting services, advice and planning regarding 

specific life events (career decisions, purchase of a new home, college funding, and retirement), 

estate plan review, and a review of potential tax minimization strategies, as applicable. As part of 

our rendering of ongoing wealth management services, we will update you written financial plan 

periodically, as agreed with the client. 

 

 While we do not provide legal, tax, or insurance related services of any kind, we advise clients to 

discuss such matters with their independent trusted, legal, tax, and insurance professionals. Where 

possible, we will attempt to coordinate our services with these outside providers. 

 

D Wrap Fee Programs. Gates Pass does not participate in or sponsor any wrap fee programs. 

 

E Assets Under Management. As of December 31, 2023, we managed approximately $149,294,838 

of client assets on a discretionary basis and $1,990,269 of client assets on a non-discretionary basis.  

 

Item 5 – Fees and Compensation 

 

A Our Fees. A description of the fees we charge for our advisory services is set forth in this Item 5. 

As a general matter, all fees payable to Gates Pass are set forth in a written investment advisory 

agreement to be entered with the client prior to the commencement of our services. The fees we 

charge clients may be amended from time-to-time in our discretion, but only upon thirty (30) days’ 

prior written notice to you.   

 

 In consideration of our services, you will pay Gates Pass a fee quarterly in advance in accordance 

with one of the options discussed below. In certain instances, the agreement may be structured so 

that the fees are paid for an initial period (e.g., 2-3 months), then on a regular monthly basis 

thereafter. Payments of our fees are generally due within 10 days of invoicing.  

 

 Fees which are calculated based on the level of your assets under management fee (an “asset-based 

fee”) shall be calculated quarterly, based on the market value of the account at the beginning of 



GATES PASS ADVISORS, LLC 

Form ADV Part 2A – Firm Brochure 

8 

each quarter. The market value equals the sum of the values of all assets in your account, including 

cash balances. Fees will be adjusted on a pro-rata basis for partial billing periods (based on the 

number of days that services are provided) and for mid-period additions and withdrawals of assets 

to or from your account (based on the transaction date).   

 

 For purposes of determining value, securities and other instruments traded on a market for which 

actual transaction prices are publicly reported shall be valued at the last reported sale price on the 

principal market in which they are traded (or, if there shall be no sales on such date, then at the 

mean between the closing bid and asked prices on such date). Other readily marketable securities 

shall be priced using a pricing service or through quotations from one or more dealers. All other 

assets shall be valued at fair value by Gates Pass, whose determination shall be conclusive.   

 

Combined Financial Planning with Wealth Management Fees: Gates Pass charges fees for these 

services under one of the following three fee structures. These fees are negotiable. 

 

1. Annual Fixed Fee – For ongoing financial planning, consulting, and portfolio management 

services, you will pay a fixed annual fee, the dollar amount of which shall vary depending 

upon various subjective and objective factors, including the anticipated scope of the 

portfolio management, financial planning, and consulting services to be provided and the 

amount of assets under management. The annual fixed fee is adjusted annually on January 

1 by a percentage equal to the greater of (1) the increase in the Consumer Price Index for 

All Urban Customers (“CPI-U”) over the previous 12 months, or (2) +2.00%. The CPI-U 

is a measure that examines the changes in the price of a basket of goods and services 

purchased by urban consumers as measured by the United States Bureau of Labor 

Statistics. 

 

2. Annual Fixed Fee Plus a Percentage (%) of Assets Under Management – For ongoing 

financial planning, consulting, and portfolio management services, you will pay an annual 

fee comprised of the following two components: (1) a fixed fee, and (2) a fee based on a 

percentage of your assets under management (“AUM”). The dollar amount of the fixed fee 

shall vary depending upon various subjective and objective factors, including the 

anticipated scope of the portfolio management, financial planning, and consulting services 

to be provided and the amount of your AUM. In subsequent years, the client’s fixed fee 

will be adjusted annually on January 1 by a percentage equal to the greater of (1) the 

increase in the CPI-U over the previous 12 months, or (2) +2.00%. The percentage AUM 

fee will not exceed the amounts listed in the “Percentage of Assets Under Management” 

section below. The total fee charged to a client under this Annual Fixed Fee Plus a 

Percentage of Assets Under Management structure will not exceed 3.00% of your AUM. 

 

3. Percentage (%) of Assets Under Management – The annual percentage (%) fee shall 

depend upon the dollar amount of AUM, ranging between .25% and 1.00%. 

 

Stand-Alone Financial Planning Fees: Fees for initial financial planning services are generally set 

at a fixed fee of not less than $5,000. Fees for updates to financial plans are generally set at a fixed 

fee of not less than $2,000. The specific amount of the fixed fee to be charged is determined by 

Gates Pass based on the anticipated scope of the financial planning services to be provided and will 

be set forth in written financial planning agreement to be executed with the client prior to the 

commencement of our services. Services performed on a fixed fee basis typically require a retainer 

equal to one-half the fixed fee, payable upon execution of the agreement. The remaining balance 

will be billed and due upon completion of the engagement. Financial planning services can also be 
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set at a fixed fee for an initial period, such as the first 2-3 months, then charged on a monthly basis 

thereafter for a period of months. The estimated time frame to completion is reviewed with the 

client in advance of proceeding with the plan. Notwithstanding the above, financial planning fees 

are generally negotiable. 

 

B Direct Fee Deduction. Fees for our services (including services provided by any Independent 

Managers) may be paid by direct deduction from the client’s account held at the Custodian upon 

your written consent for such arrangement and the submission of an invoice to the Custodian 

reflecting the amount of advisory fees to be paid. The payment of fees may result in the liquidation 

of the client’s securities if there is insufficient cash in the account. Please note that unexpected or 

premature liquidation of investments to pay our fees may impair the performance of your account. 

 

 Your custodian will independently send you an account statement to you typically monthly, but no 

less than quarterly, identifying the amount of funds and each security in your account at the end of 

the period and setting forth all transactions in your account during the period, including the amount 

of any fees paid to us. We encourage you to review the Custodian’s account statements carefully 

and promptly upon receipt. If you believe our fees have been miscalculated or if there is any other 

issue with your account, you should contact us immediately at the phone number listed on the cover 

page of this brochure. 

C Additional Fees and Expenses. Separate and in addition to our advisory fees, you will also pay your 

proportionate share of all management fees and other internal costs and expenses associated with 

any mutual funds, ETFs, and other pooled investment vehicles held in your account. You will also 

pay all usual and customary transaction-based fees (brokerage fees and commissions), custodial 

charges, platform and administrative fees, wire transfer fees, and other fees and taxes associated 

with activity and holdings in your account as agreed to within the account opening agreement of 

your Custodian. Fees charged by any Independent Managers are also typically charged separate 

and in addition to the advisory fees paid to Gates Pass.   

We do not share in any portion of the foregoing additional fees and expenses. To fully understand 

the total cost you will incur when engaging our services, you should review the disclosure brochure 

or prospectus of each mutual fund, ETF, pooled investment vehicle, and/or Independent Manager(s) 

of your assets and the contractual arrangement entered with your Custodian. 

D Our Termination Policy. In the event we fail to provide you with a copy of this brochure at least 

forty-eight (48) hours in advance of your entering into an advisory agreement with our firm, you 

may terminate our services within five (5) business days of the date of contract entry without 

incurring any fees or costs to Gates Pass.  

Thereafter, either party may terminate our services by providing written notice of termination to 

the non-terminating party. You will bear the costs of all custodial termination and transfer fees, if 

any, assessed by your Custodian(s) upon termination of our services and will become solely and 

immediately responsible for the management and monitoring of your account(s) upon termination.  

Asset-based fees for the final billing period of services will pro-rated based upon the number of 

days services were provided in such period. Fixed fees for the final billing period of services will 

be pro-rated based upon Gates Pass’s binding good faith estimate of the total percentage of work 

completed at the time of termination. In all cases, any earned but unpaid fees shall be invoiced and 

shall be due immediately upon termination and any unearned fees paid in advance shall be promptly 

refunded to you. For financial planning engagements, clients are advised that we consider 
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substantially all of our services to be complete upon our delivery of the written financial plan to 

the client. Additionally, because Gates Pass performs a substantial and disproportionate amount of 

account services during the first quarter of an engagement, at Gates Pass sole discretion, if a client 

is terminated subsequent to the first thirty (30) days of the engagement, but prior to the second 

quarter of service, Gates Pass reserves the right to retain the entire advanced fee billed for that 

quarter.   

E No Outside Compensation. Gates Pass is compensated solely by the advisory fees paid by our 

clients. Our firm and our associated persons do not receive compensation or commissions from any 

other parties for the sale of securities or insurance products. We act as your fiduciary investment 

advisor and will only recommend investments to you when we believe them to be in your best 

interests. 

 

Rollover Recommendations. As part of our investment advisory services to you, we may 

recommend that you roll assets from your employer’s retirement plan, such as a 401(k), 457, or 

ERISA 403(b) account (collectively, a “Plan Account”), to an individual retirement account, such 

as a SIMPLE IRA, SEP IRA, Traditional IRA, or Roth IRA (collectively, and “IRA Account”) that 

we will manage on your behalf. We may also recommend rollovers from IRA Accounts to Plan 

Accounts, from Plan Accounts to Plan Accounts, and from IRA Accounts to IRA Accounts. When 

we provide any of the foregoing rollover recommendations we are acting as fiduciaries within the 

meaning of Title I of the Employee Retirement Income Security Act (“ERISA”) and/or the Internal 

Revenue Code (“IRC”), as applicable, which are laws governing retirement accounts.  

 

If you elect to roll the assets to an IRA that is subject to our management, we will charge you a fee 

as set forth in the advisory agreement you executed with our firm. This creates a conflict of interest 

because it creates a financial incentive for our firm to recommend the rollover to you (i.e., receipt 

of additional fee-based compensation). You are under no obligation, contractually or otherwise, to 

complete the rollover. Moreover, if you do complete the rollover, you are under no obligation to 

have the assets in an IRA managed by our firm. Due to the foregoing conflict of interest, when we 

make rollover recommendations, we operate under a special rule that requires us to act in your best 

interest and not put our interest ahead of yours. 

 

Under this special rule’s provisions, we must: 

 

➢ meet a professional standard of care when making investment recommendations (give 

prudent advice); 

➢ never put our financial interests ahead of yours when making recommendations (give loyal 

advice); 

➢ avoid misleading statements about conflicts of interest, fees, and investments; 

➢ follow policies and procedures designed to ensure that we give advice that is in your best 

interest; 

➢ charge no more than a reasonable fee for our services; and 

➢ give you basic information about conflicts of interest. 

 

Many employers permit former employees to keep their retirement assets in their company plan. 

Also, current employees can sometimes move assets out of their company plan before they retire 

or change jobs. In determining whether to complete the rollover to an IRA, and to the extent the 

following options are available, you should consider the costs and benefits of a rollover. 

 

Note that an employee will typically have four options in this situation: 
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1. leaving the funds in your employer’s (former employer’s) plan;  

2. moving the funds to a new employer’s retirement plan;  

3. cashing out and taking a taxable distribution from the plan; or  

4. rolling the funds into an IRA rollover account.  

Each of these options has positives and negatives. Because of that, along with the importance of 

understanding the differences between these types of accounts, we will provide you with written 

explanation of the advantages and disadvantages of both account types and the basis for our belief 

that the recommended rollover transaction is in your best interests. 

As an alternative to providing you with a rollover recommendation, we may instead to take an 

entirely educational approach in accordance with the U.S. Department of Labor’s Interpretive 

Bulletin 96-1. Under this approach, our role will be limited only to providing you with general 

educational materials regarding the pros and cons of rollover transactions. We will make no 

recommendation to you regarding the prospective rollover of your assets and you are advised to 

speak with your trusted tax and legal advisors with respect to rollover decisions. As part of this 

educational approach, we will provide you with materials discussing some or all of the following 

topics: the general pros and cons of rollover transactions; the benefits of retirement plan 

participation; the impact of pre-retirement withdrawals on retirement income; the investment 

options available inside your Plan Account; and high level discussion of general investment 

concepts (e.g., risk versus return, the benefits of diversification and asset allocation, historical 

returns of certain asset classes, etc.). We may also provide you with questionnaires and/or 

interactive investment materials that may provide a means for you to independently determine your 

future retirement income needs and to assess the impact of different asset allocations on your 

retirement income. You will make the final rollover decision. 

Item 6 – Performance-Based Fees  

 

Gates Pass does not charge any performance-based fees for our services or engage in side-by-side 

management of client accounts. 

 

Gates Pass and/or individuals associated with our firm may manage accounts which belong either to 

themselves, individually, or to their family or their affiliates (collectively, “Proprietary Accounts”) while 

simultaneously managing client accounts. It is possible that orders for Proprietary Accounts may be entered 

opposite to orders for client accounts, pursuant to, for instance, a neutral allocation system, a different 

trading strategy, or trading at a different risk level. However, any such orders shall only be entered after 

orders for client accounts in the same securities have been executed on any given trading day or as part of 

an aggregated trade placed simultaneously with orders in the same securities for client accounts. The 

management of any Proprietary Account is subject to our Code of Ethics and the duty of our firm and its 

personnel to exercise good faith and fairness in all matters affecting client accounts. Please see Item 11 for 

more information. 

 

Item 7 – Types of Clients  

 

Gates Pass typically provides services to individuals and high net-worth individuals. New accounts 

accepted by Gates Pass will be subject to a minimum liquid net worth requirement of $2,000,000 and a 

minimum annual fee of $10,000 for ongoing wealth management services. As described in Item 5, fees for 

initial financial planning services are generally set at a fixed fee of not less than $5,000. Fees for updates 
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to financial plans are generally set at a fixed fee of not less than $2,000. We may waive any of the foregoing 

minimum requirements in our sole discretion on a per client basis.   

 

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

 

A Methods of Analysis. Our investment philosophy and strategies are underpinned by the following 

principles: 

 

➢ financial planning is key to creating and maintaining the appropriate investment strategy; 

➢ asset allocation and diversification protect portfolios; 

➢ minimizing taxes is a critical component of portfolio planning and management; 

➢ compensation is derived solely from the advisory fees paid by our clients, and not from the 

investments recommended; and 

➢ the personal side of money is critical to making good technical decisions with regards to 

one’s assets and personal financial plan. 

 

We may use some or all of the following methods of analysis in providing investment advice to 

you: 

Asset Allocation: Asset allocation is an investment strategy that attempts to balance risk versus 

return by adjusting the percentage of each asset class within an investment portfolio according to 

the investor’s risk tolerance, goals, and investment time frame. Asset allocation is based on the 

principle that different asset classes perform differently in different market and economic 

conditions. A fundamental justification for asset allocation is the notion that different asset classes 

offer returns that are not perfectly correlated, hence diversification reduces the overall risk in terms 

of the variability of returns for a given level of expected return. Although risk is reduced as long as 

correlations are not perfect, it is typically forecasted (wholly or in part) based on statistical 

relationships (like correlation and variance) that existed over some past period. Expectations for 

return are often derived in the same way. The primary goal of an asset allocation strategy is to 

create an asset mix that seeks to provide the optimal balance between expected risk and return for 

a long-term investment horizon. 

  

A risk of asset allocation is that you may not participate in sharp increases in a particular security, 

industry, or market sector. Another risk is that the ratio of securities, fixed income, and cash in your 

portfolio will change over time due to stock and market movements and, if not corrected, will no 

longer be appropriate to meet with your investment goals. 

 

Mutual Fund and ETF Selection and Analysis: We evaluate and select mutual funds and ETFs for 

your account based on several factors which may include, without limitation, (1) the experience 

and track record of the underlying portfolio manager(s), (2) the performance of the fund over time 

and through various market conditions; (3) expected market conditions that might impact the 

underlying holdings of the fund or applicable market sector; and (4) whether and to what extent the 

underlying holdings of the fund overlap with other assets held in your account. We also monitor 

the fund in an attempt to determine if the fund is continuing to follow its stated investment strategy.  

 

A risk of this form of analysis is that, as in all securities investments, past performance does not 

guarantee future results. A fund manager’s past track record of success cannot be relied upon as a 

predictor of success in the future. In addition, the underlying holdings of the fund are determined 

by independent portfolio managers and may change overtime without advance warning, creating 

the potential for overlap with other investments held in your account. This increase in the 
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correlation of your holdings will increase the risk of loss where the value of any overlapping 

holdings should decrease. There is also a risk that a portfolio manager may deviate from the stated 

investment mandate or strategy of the fund, which could make the holding(s) less suitable for the 

client’s portfolio. 

 

Selection of Independent Managers: We identify Independent Managers for specific asset classes 

and portfolio objectives. This process incorporates both passive and active styles of investing. Our 

analysis considers the Independent Manager’s investment philosophy, strategy transparency, 

consistency, expertise, research capabilities, track record, and overall expenses. We monitor and 

evaluate the Independent Manager we recommend to clients using these criteria periodically in 

light of the economic environment. 

 

The main sources of information that we rely on when researching and analyzing Independent 

Managers, mutual fund, and ETF managers include traditional research materials such as financial 

periodicals and journals, prospectuses, and research materials prepared by others. 

 

Methods of analysis such as charting, fundamental, technical, or cyclical analysis may be used by 

the Independent Managers we recommend to clients. Clients should refer to the disclosure brochure 

of each Independent Manager selected to manage their account for more information. 

 

We typically use the following investment strategies in managing client accounts: 

 

Long-term Purchases: We may recommend a long term “buy and hold” approach to investing client 

assets. In this type of investment strategy, we suggest the purchase of securities with the idea of 

holding them in a portfolio for a year or longer. Typically, we employ this strategy when (1) we 

believe the securities to be currently undervalued, and/or (2) we want the portfolio to have exposure 

to a particular asset class over time, regardless of the current projection for this class. 

 

A risk in a long-term purchase strategy is that by holding the security for this length of time, we 

may not take advantage of short-term gains that could be profitable to a client. Moreover, if our 

predictions are incorrect, a security may decline sharply in value before we make the 

recommendation to sell. 

 

Short-term purchases: When utilizing this strategy, we may suggest the purchase of securities with 

the idea of selling them within a relatively short time (typically a year or less). We do this in an 

attempt to take advantage of conditions that we believe will soon result in a price swing in the 

securities we recommend for purchase. 

 

A short-term purchase strategy poses risks should the anticipated price swing not materialize; we 

are then left with the option of having a long-term investment in a security that was designed to be 

a short-term purchase, or potentially taking a loss. In addition, this strategy involves more frequent 

trading than does a longer-term strategy and may result in increased brokerage and other 

transaction-related costs, as well as less favorable tax treatment of short-term capital gains. 

B Investment Risks Associated with Our Strategies. We use our best judgment and good faith efforts 

in rendering investment advice to our clients. We cannot warrant or guarantee any particular level 

of account performance, or that an account will be profitable over time. Not every investment 

recommendation or decision we make will be profitable. Investing in securities involves risk of 

loss that clients should be prepared to bear. You assume all market risk involved in the investment 

of your account assets. Investments are subject to various market, currency, economic, political, 
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and business risks. 

Except as may otherwise be provided by law, we are not liable to you for:  

➢ any loss that you may suffer by reason of any investment recommendation we made with 

that degree of care, skill, and diligence under the circumstances that a prudent person acting 

in a fiduciary capacity would use; or 

➢ any independent act or failure to act by any Custodian of your account(s). 

C Investment Risks Associated with the Securities We Recommend. While all investing involves risks 

and losses can and will occur, Gates Pass generally recommends a broad and diversified allocation 

of securities and other investments intended to reduce the specific risks associated with a 

concentrated or undiversified portfolio. Nonetheless, you should consider the following high-level 

summary of investment risks. This list is not intended to be an exhaustive description of all 

risks you may encounter in engaging our firm for advisory services. We encourage you to 

inquire with us frequently about the risks related to any investments in your account. 

 Risk of Loss: Securities investments are not guaranteed, and you may lose money on your 

investments. As with any investment manager that invests in common stocks and other equity 

securities, our investment recommendations are subject to market risk—the possibility that 

securities prices will decline over short or extended periods of time. As a result, the value of your 

account(s) will fluctuate with the market, and you could lose money over short or long periods of 

time. You should recognize whenever you determine to invest in the securities markets your entire 

investment is at risk. Clients should not invest money if they are unable to bear the risk of total loss 

of their investments. 

 

Economic Risk: The prevailing economic environment is important to the health of all businesses. 

Some companies, however, are more sensitive to changes in the domestic or global economy than 

others. These types of companies are often referred to as cyclical businesses. Countries in which a 

large portion of businesses are in cyclical industries are thus also very economically sensitive and 

carry a higher amount of economic risk. If an investment is issued by a party located in a country 

that experiences wide swings from an economic standpoint or in situations where certain elements 

of an investment instrument are hinged on dealings in such countries, the investment instrument 

will generally be subject to a higher level of economic risk.  

 

Financial Risk: Financial risk is represented by internal disruptions within an investment or the 

issuer of an investment that can lead to unfavorable performance of the investment. Examples of 

financial risk can be found in cases like Enron or many of the “dot com” companies that were 

caught up in a period of extraordinary market valuations that were not based on solid financial 

footings of the companies. 

 

Market Risk: The value of your portfolio may decrease if the value of an individual company or 

multiple companies in the portfolio decreases or if our belief about a company’s intrinsic worth is 

incorrect. Further, regardless of how well individual companies perform, the value of your portfolio 

could also decrease if there are deteriorating economic or market conditions. It is important to 

understand that the value of your investment may fall, sometimes sharply, in response to changes 

in the market, and you could lose money. Investment risks include price risk as may be observed 

by a drop in a security’s price due to company specific events (e.g., earnings disappointment or 

downgrade in the rating of a bond) or general market risk (e.g., such as a “bear” market when stock 

values fall in general). For fixed-income securities, a period of rising interest rates could erode the 
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value of a bond since bond values generally fall as bond yields go up. Past performance is not a 

guarantee of future returns. 

 

Interest Rate Risk: Certain investments involve the payment of a fixed or variable rate of interest 

to the investment holder. Once an investor has acquired or has acquired the rights to an investment 

that pays a particular rate (fixed or variable) of interest, changes in overall interest rates in the 

market will affect the value of the interest-paying investment(s) they hold. In general, changes in 

prevailing interest rates in the market will have an inverse relationship to the value of existing, 

interest paying investments. In other words, as interest rates move up, the value of an instrument 

paying a particular rate (fixed or variable) of interest will go down. The reverse is generally true as 

well. 

 

Independent Manager Risk: An Independent Manager’s past track record of success cannot be 

relied upon as a predictor of success in the future. In addition, the underlying holdings of your 

Independent Manager sub-account(s) (if any) will be determined solely and directly by the 

Independent Manager and may change over time without advance warning to us. This dynamic 

creates the potential for overlap with other investments held in your account. This increase in the 

correlation of your holdings will increase the risk of loss where the value of any overlapping 

holdings should decrease. There is also a risk that an Independent Manager may deviate from the 

stated investment mandate or strategy of the sub-account which could make the holding(s) less 

suitable for the client’s portfolio. Our firm does not control any Independent Manager’s daily 

business and compliance operations, and thus our firm may be unaware of any lack of internal 

controls necessary to prevent business, regulatory or reputational deficiencies.   

 

Risks Related to Analysis Methods: Our analysis of securities relies in part on the assumption that 

the issuers whose securities we recommend for purchase and sale, the rating agencies that review 

these securities, and other publicly-available sources of information about these securities, are 

providing accurate and unbiased data. While we are alert to indications that data may be incorrect, 

there is always a risk that our analysis may be compromised by inaccurate or misleading 

information. 

 

Securities Transactions at the Direction of Clients: All assets are held at the Custodian in your 

name, and you will always maintain the concurrent ability to direct transactions within your 

account. We are not responsible for the consequences of your self-directed investment decisions or 

the costs and fees they generate within your account. 

 

Interim Changes in Client Risk Tolerance and Financial Outlook: The particular investments 

recommended by our firm are based solely upon the investment objectives and financial 

circumstances disclosed to us by the client. While we strive to meet with clients at regular intervals 

(at least annually, unless otherwise agreed, either in person, telephonically, or by electronic means) 

to discuss any changes in the client’s financial circumstances, the lack of constant and continuous 

communication presents a risk insofar as your liquidity, net worth, risk tolerance and/or investment 

goals could change abruptly, with no advance notice to our firm, resulting in a mis-aligned 

investment portfolio and the potential for losses or other negative financial consequences. 

 

It is your continuing and exclusive responsibility to give us complete information and to notify us 

of any changes in your financial circumstances, income level, investment goals or employment 

status. We encourage you to contact us regularly and promptly to discuss your investment and any 

changes to your financial circumstances. 
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Item 9 – Disciplinary Information 

 

Gates Pass is required to disclose all materials facts regarding any legal or disciplinary event that would be 

material to your evaluation of our firm or the integrity of our management. No principal or associated person 

of our firm has any information to disclose which is applicable to this Item 9. 

 

Item 10 – Other Financial Industry Activities and Affiliations 

 

A Broker-Dealer Registration. Neither Gates Pass, nor any of its associated persons, are registered or 

intend to become registered as a broker-dealer or registered representative of a broker-dealer. 

 

B Futures or Commodities Registration. Neither Gates Pass, nor any of its associated persons, are 

registered or intend to become registered as a futures commission merchant, commodity pool 

operator, commodity trading advisor, or an associated person of any of the foregoing. 

 

C Material Relationships. Gates Pass does not have any relationships, industry activities, affiliations 

or arrangements and does not collect any additional compensation, directly or indirectly, that create 

a material conflict of interest with its clients. 

 

D Recommendation of Third Parties. Except for certain benefits we receive from the broker-dealers 

we recommend to clients as outlined in Item 12 of this brochure, we do not receive any additional 

compensation or benefits, either directly or indirectly, in connection with referrals of our clients to 

any Independent Managers, broker-dealers, custodians, attorneys, tax advisors, accountants, or any 

other third-parties. We will only recommend and refer third-parties providers to you when we 

believe such recommendations to be in your best interests. You are never obligated to engage any 

third party we recommend and do so at your sole discretion and risk. 

 

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

 

A Our Code of Ethics. Gates Pass has adopted a Code of Ethics (“Code”) for all associated persons 

of the firm which describes our high standard of business conduct and fiduciary duty to clients. The 

Code includes provisions relating to the confidentiality of client information, a prohibition on 

insider trading, a prohibition on rumor mongering, and personal securities trading procedures, 

among other things. Our associated persons agree to abide by our Code at the time of initial hire 

and must acknowledge compliance with the Code on an annual basis.   

 A copy of this our Code will be provided to you free of charge by contacting us by phone at (650) 

797-0280 or by e-mail at info@gatespassadvisors.com.   

B-D Material/Proprietary Interests in Securities Recommended to Clients. Our firm and our associated 

persons do not have any proprietary or material interests in or any role in the management of any 

companies or investments that we recommend to our clients. 

 

Personal Trading; Participation or Interest in Client Transactions. As described in Item 6 of this 

brochure, Gates Pass and/or its associated persons may manage Proprietary Accounts. Proprietary 

Accounts may buy and sell some the same securities as we buy or sell for client accounts. This 

practice creates an actual conflict of interest with our clients insofar as our firm and/or our 

associated persons may have a financial incentive to trade in securities for Proprietary Accounts in 

advance of or opposite to transactions in the same securities for client accounts. To address this 

conflict, our policy is that, assuming the purchase or sale is otherwise appropriate for the subject 
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client accounts, we will purchase or sell securities for our clients’ accounts, as the case may be, 

before purchasing or selling any of the same securities for any Proprietary Accounts. The only 

exception to this general policy is where our Proprietary Accounts participate in an aggregated 

trade simultaneously with client accounts. In some cases, we may buy or sell securities for our own 

account(s) for reasons not related to the strategies adopted by our clients.  

 

In summary, our practice of buying and selling for Proprietary Accounts the same securities that 

we buy or sell for client accounts is restricted by the following controls: 

 

➢ We are required to uphold our fiduciary duty to our clients; 

➢ We are prohibited from misusing information about our clients’ securities holdings or 

transactions to gain any undue advantage for ourselves or others; 

➢ We are prohibited from buying or selling any security that we are currently recommending 

for client accounts, unless we participate in an aggregated trade with clients or place our 

orders after client orders have been executed; and 

➢ We are required to periodically report our securities holdings and transactions to the firm’s 

Chief Compliance Officer, who must review those reports for improper trades. 

 

We act in a fiduciary capacity. If a conflict of interest arises between us and you, we shall make 

every effort to resolve the conflict in your favor. Conflicts of interest may also arise in the allocation 

of investment opportunities among the accounts that we advise. We will seek to allocate investment 

opportunities according to what we believe is appropriate for each account. We strive to do what is 

equitable and in the best interests of all the accounts we advise. 

 

We will disclose to advisory clients any material conflict of interest relating to us, our 

representatives, or any of our employees which could reasonably be expected to impair the 

rendering of unbiased and objective advice.  

Item 12 – Brokerage Practices  

 

A Recommendation of Broker-Dealers. Although clients may request us to execute transactions for 

their account through any broker-dealer of their choosing, we generally recommend that clients 

engage the custodial and brokerage services of SEI Investments Distribution Co. (“SEI”) and/or 

Charles Schwab & Co, Inc. (“Schwab,” and collectively with SEI, the “Recommended Brokers”), 

both licensed broker-dealers and Members of the Financial Industry Regulatory Authority 

(“FINRA”) and Securities Investor Protection Corporation (“SIPC”). We are not affiliated with the 

Recommended Brokers and they do not monitor or control the activities of our firm or its personnel. 

We may recommend other broker-dealer firms to clients in the future. We do not have the discretion 

to determine the broker to be used for the execution of client transactions or the commission rates 

at which such transactions are to be effected for our clients. Clients have the sole discretion to select 

the Custodian to be used for custody and execution of transactions for their accounts. The client 

engages the Custodian by executing the appropriate account opening documentation and authorizes 

our firm to direct the execution of transactions for the account through the services of the selected 

Custodian. 

 

Best Execution. In recommending broker-dealers to you, we have an obligation to seek the “best 

execution” of transactions in your account. This duty requires that we seek to execute securities 

transactions for clients such that the total costs or proceeds in each transaction are the most 

favorable under the circumstances. The determinative factor in the analysis of best execution is not 

the lowest possible commission cost, but whether the transaction represents the best qualitative 
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execution, taking into consideration the full range of the recommended broker-dealer’s services.  

Some of the factors we may consider when evaluating a broker-dealer for best execution include, 

without limitation, the broker-dealer’s: 

 

➢ execution capability; 

➢ commission rates; 

➢ financial responsibility; 

➢ responsiveness and customer 

service; 

➢ custodian capabilities; 

➢ research services/ancillary brokerage 

services provided; and  

➢ any other factors we consider to be 

relevant.

 

Therefore, we will seek competitive commission rates, but we may not obtain the lowest possible 

commission rates for specific account transactions. With this in consideration, our firm will 

continue to recommend that clients engage the Recommended Brokers until their services do not 

result, in our opinion, in best execution of client transactions. 

 

Directed Brokerage. If the client selects a Custodian other than the Recommended Brokers (i.e., 

directed brokerage), you are advised that we may be unable to seek best execution of your 

transactions and your commission costs may be higher than those of the Recommended Brokers. 

For example, in a directed brokerage account, you may pay higher brokerage commissions and/or 

receive less favorable prices on the underlying securities purchased or sold for your account 

because we may not be able to aggregate your order with the orders of other clients. In addition, 

where you direct brokerage, we will typically place orders for your transactions after we place 

transactions for clients using our Recommended Brokers. We reserve the right to reject your request 

to use a particular broker or Custodian if such selection would frustrate our management of your 

account or for any other reason. 

 

Soft Dollars. The broker-dealers we recommend to clients may provide us with certain brokerage 

and research products and services that qualify as “brokerage or research services” under Section 

28(e) of the Securities Exchange Act of 1934 (“Exchange Act”). This is commonly referred to as a 

“soft dollar” arrangement. These research products and/or services will assist us in our investment 

decision making process. Such research generally will be used to service all of our client accounts, 

but brokerage charges paid by the client may be used to pay for research that is not used in managing 

that specific client’s account. Your account may pay a Recommended Broker a charge greater than 

another qualified broker-dealer might charge to effect the same transaction where we determine in 

good faith that the charge is reasonable in relation to the value of the brokerage and research 

services received. 

  

Benefits Received from SEI. SEI, one the Custodians that we recommend to clients, provides Gates 

Pass with certain services and benefits which are not available to retail clients. These services and 

benefits may include research, brokerage, custody, and access to mutual funds and other 

investments that are otherwise available only to institutional investors or would require a 

significantly higher minimum initial investment. SEI also makes available to Gates Pass other 

products and services that benefit us but may not directly benefit client accounts. Some of these 

other products and services assist us in managing and administering client accounts. These include 

software and other technology that provide access to client account data, provide research, facilitate 

payment of our fees from client accounts and assist with back-office support, recordkeeping, and 

client reporting. Many of these services generally may be used to service all or a substantial number 

of Gates Pass’ client accounts.  
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SEI may also provide Gates Pass with other services intended to help us manage and further develop 

our business enterprise. These services may include consulting, publications, and presentations on 

practice management, information technology, business succession, regulatory compliance, and 

marketing services. In addition, SEI may make available, arrange, and/or offer at a discount certain 

services to Gates Pass to be provided by independent third-parties. SEI may discount or waive fees 

that it would otherwise charge for some of these services or pay all or a part of the fees charged by 

a third-party for providing these services to Gates Pass. The availability of the foregoing products 

and services may be contingent on Gates Pass committing to SEI an amount of business (assets in 

custody or trading).  

 

We do not pay a fee for these products and services and all client accounts may not be the direct or 

exclusive beneficiary of such products and services. It is further important to note that our receipt 

of such products and services creates an incentive for Gates Pass to continue to recommend that 

clients engage SEI based upon our desire to continue to receive these items, rather than receiving 

best execution or purely the lowest price for client transactions. We mitigate this conflict of interest 

by periodically monitoring and reviewing the services provided to our clients by SEI for best 

execution. 

 

Benefits Received from Schwab. Schwab, one the Custodians that we recommend to clients, 

provides Gates Pass with certain services and benefits which are not available to retail clients.  

These services and benefits include software and other technology that (i) provides us with access 

to client account data (such as trade confirmations and account statements); (ii) facilitates execution 

of client trades; (iii) provides us with research, pricing and other market data; (iv) facilitates 

payment of fees from client accounts; and (v) assists us with back-office functions, recordkeeping, 

and client reporting. 

 

Other services may include, but are not limited to, performance reporting, contact management 

systems, third party research, publications, access to educational conferences, roundtables and 

webinars, practice management resources, and access to consultants and other third party service 

providers who provide a wide array of business related services and technology with whom we 

may contract directly. Other brokers or custodians may provide us with similar benefits in the future 

in exchange for recommending their services to our advisory clients. 

 

We do not pay a fee for these products and services and all client accounts may not be the direct or 

exclusive beneficiary of such products and services. It is further important to note that our receipt 

of such products and services creates an incentive for Gates Pass to continue to recommend that 

clients engage Schwab based upon our desire to continue to receive these items, rather than 

receiving best execution or purely the lowest price for client transactions. We mitigate this conflict 

of interest by periodically monitoring and reviewing the services provided to our clients by Schwab 

for best execution.  

 

Except as described above in this Item 12 and in Item 14 below, we do not receive any 

compensation or incentive for referring you to the Recommended Brokers for brokerage trades and 

custodial services. We do not receive client referrals in exchange for directing client transactions 

to the Recommended Brokers. 

 

B Order Aggregation. We are authorized in our discretion to aggregate purchases and sales and other 

transactions made for client account with purchases and sales and other transactions in the same or 

similar securities or instruments for other clients’ accounts. When transactions are so aggregated, 

the actual prices applicable to the aggregated transactions will be averaged, and the account will be 
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deemed to have purchased or sold its proportionate share of the securities or instruments involved 

at the average price so obtained.   

 

 The trade aggregation and allocation practices of mutual funds, ETFs, and Independent Managers 

that we may recommend to you are disclosed in their respective prospectuses and disclosure 

brochures. We encourage you to review those documents carefully to understand the trade 

aggregation and allocation practices of these third parties. 

 

Item 13 – Review of Accounts  

 

A Account Review Policy. Client accounts are generally reviewed by the investment advisor 

representative(s) who are primarily responsible for managing the client’s assets. However, the 

specific individuals conducting account reviews may vary from time-to-time, depending on the 

availability of our personnel. Portfolios for wealth management services clients are generally 

reviewed quarterly, but in any event, no less than annually. Unless otherwise agree, stand-alone 

financial planning clients do not receive review or updates to their written financial plans following 

delivery of the same by Gates Pass. 

 

B More Frequent Reviews. More frequent account reviews may be triggered by client requests, 

changes in the client’s investment guidelines, objectives, or needs; tax considerations; the 

occurrence of large deposits or withdrawals or large sales or purchases; loss of confidence in 

corporate management objectives, and changes in the macro-economic climate. 

 

C Reporting to Clients. Clients will receive standard account statements and trade confirmations from 

their Custodian at least quarterly. We will separately provide you with independently prepared 

written reports as you may reasonably request from time to time. The reports we provide to you 

will contain relevant account and/or market-related information such as an inventory of account 

holdings and account performance, as examples. 

 

Item 14 – Client Referrals and Other Compensation 

A Receipt of Certain Benefits. As referenced in Item 12 above, the Recommended Brokers provide 

services and products to us without cost or at a discount that we may use to service some or all of 

our client accounts. We may enter into similar arrangements with other Custodians in the future. 

As part of its fiduciary duties to clients, Gates Pass endeavors at all times to put the interests of its 

clients first. Clients should be aware, however, that the receipt of economic benefits by our firm 

and/or our associated persons in and of itself creates a potential conflict of interest and may 

indirectly influence our choice to recommend SEI and Schwab to clients for custody and brokerage 

services. 

B Other Compensation. Except with respect to the benefits we may receive from the Recommended 

Brokers described in Items 12 and 14 of this brochure, we have no other arrangements, written or 

oral, in which we compensate others or are compensated by others for client referrals. We will only 

refer you to third-party service providers (attorneys, certified public accountants, insurance 

professionals, and others) where we believe such recommendations to be in your best interests. 
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Item 15 – Custody 

 

All client funds and securities on which we advise are held in accounts titled in the client’s name maintained 

by an independent qualified custodian (typically, Schwab or SEI). For wealth management clients, the 

Custodian will be authorized to execute trades within the client’s account upon our instructions, acting 

within the scope of the authority granted to us in our written advisory agreement with the client and the 

Custodian’s account opening documentation.  

 

Where we directly debit our advisory fees from your account held at the Custodian, the Custodian will 

independently send you an account statement at least quarterly identifying the amount of funds and each 

security in your account at the end of the period and setting forth all transactions in your account during the 

period, including the amount of any fees paid to us. Your Custodian is not responsible for verifying the 

accuracy of our fee calculations. Therefore, we encourage you to review the Custodian’s account statements 

carefully upon receipt. If you believe our fees have been miscalculated or if you have any other questions 

related to your account, you should contact us immediately at the phone number listed on the cover page of 

this brochure. 

 

As a matter of administrative convenience and at the firm’s discretion, advisory clients may be offered to 

option to execute standing letters of authorization (“SLOAs”) which authorize Gates Pass to disburse client 

funds to a specific third-party payees designated in writing by the client. In these circumstances, our 

protocol to assure the proper handling of client funds is to require that: 

 

1. The client provides a written, signed instruction to the qualified custodian that includes the third-

party payee’s name and address or account number at a custodian; 

2. The client authorizes Gates Pass in writing to direct transfers to the named third-party payee or 

payees either on a specified schedule or from time-to-time; 

3. The client’s qualified custodian verifies the client’s authorization and provides a transfer of funds 

notice to the client promptly after each transfer; 

4. The client can terminate or change the instruction at any time on notice to the custodian; 

5. Gates Pass has no authority or ability to designate or change the identity, address, or other 

information of the designates third-party payee or payees in the instruction;  

6. Gates Pass maintains records showing that the designated third-party payee or payees is/are not a 

related party of the firm or located at the same address as the firm; and 

7. The client’s qualified custodian sends the client, in writing, an initial notice confirming the 

instruction and an annual notice reconfirming the instruction. 

 

Item 16 – Investment Discretion 

 

Wealth management clients are typically required to grant our firm ongoing and continuous discretionary 

authority to execute our investment recommendations within their account(s) held at the Custodian without 

obtaining the client’s prior approval for each specific transaction. In a discretionary arrangement, you 

authorize us to purchase and sell securities and instruments in your account(s), arrange for delivery and 

payment in connection with the foregoing, and act on your behalf in all matters necessary or incidental to 

the handling of the account, including monitoring of your assets and the engagement and hiring and 

termination of Independent Managers. Our discretionary management of your account will be conducted in 

strict accordance with your stated investment objectives and limitations. On occasion, we may agree to a 

non-discretionary account management arrangement which requires us to obtain you consent prior to 

directing any transactions in your account held at the Custodian. The scope of our discretionary authority 

over your account will be set forth in a written wealth management agreement executed with the client prior 

to the commencement of any services.  
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Financial planning services are non-discretionary in nature. The client makes all final investment decisions 

and is responsible for implementation and ongoing monitoring of all investments. 

Item 17 – Voting Client Securities 

 

A We do not vote proxies on behalf of our clients; however, upon request, we may provide you with 

advice regarding the voting of proxies. The client makes the final voting decision and is responsible 

to vote all proxies. 

 

B We do not accept authority to vote client securities. Most clients will receive proxies and other 

solicitations directly from the custodian. If any proxy materials are received on behalf of a client, 

they will be sent directly to the client or a designated representative of the client, who is responsible 

to vote the proxy.  

 

Item 18 – Financial Information 

 

A Gates Pass does not require advance payments greater than $1,200, more than six months in 

advance of rendering any services to a client.  

B Advisors who have discretionary authority over client accounts, custody of client assets, or who 

require or solicit pre-payment of more than $1,200 in fee per client, six months or more in advance, 

are required to disclose any financial condition that is reasonably likely to impair their ability to 

meet contractual commitments to clients. Gates Pass maintains discretionary authority over client 

funds and securities. We have no financial commitments that would impair our ability to meet 

contractual and fiduciary commitments to our clients. 

C Neither Gates Pass, nor any of the principals, have been the subject of a bankruptcy petition at any 

time in the past.   
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This Brochure Supplement provides information about K. Esther Szabo, CFP®, CeFT®, that supplements 
Gates Pass Advisors, LLC’s firm brochure (Form ADV Part 2A). You should have received a copy of that 
brochure. Please contact us at (650) 797-0280 or esther@gatespassadvisors.com if you did not receive copy 
of Gates Pass Advisors, LLC’s Form ADV Part 2A or if you have any questions about the contents of this 
brochure supplement.  
 
Additional information about K. Esther Szabo K. Esther Szabo, CFP®, CeFT®, is available on the SEC’s 
website at www.adviserinfo.sec.gov. The searchable IARD/CRD number for K. Esther Szabo, CFP®, 
CeFT®, is 2354565. 
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Item 2 – Education and Business Experience 
 
Investment Advisor Representative Name and Year of Birth:  
 
K. Esther Szabo, CFP®, CeFT®, born 1965 
 
Education: 
 
1992  University of Arizona (Tucson, AZ), Bachelor of Science in Family and Consumer 

Resources (Summa Cum Laude) 
 
Business Experience: 
 
2015 – Present  Gates Pass Advisors, LLC, Principal and Investment Advisor Representative 
2006 – 2015  KK Wealth Advisors, LLC, Principal and Investment Advisor Representative 
2003 – 2006  SCS Resources, Inc. (d/b/a Allied Consulting Group), Senior Consultant 
1999 – 2003  Goldsmith & Szabo, Member 
 
Professional Designations: 
 
CERTIFIED FINANCIAL PLANNER™ (“CFP®”) 
 

Ms. Szabo obtained the Certified Financial Planner™ designation in 1996. The Certified Financial Planner™, 
CFP®, and federally registered CFP marks are professional certification marks granted in the United States 
by the Certified Financial Planner Board of Standards, Inc. (“CFP Board”). 
 
The CFP® designation is a voluntary designation; no federal or state law or regulation requires financial 
planners to hold the CFP® designation. It is recognized in the United States and a number of other countries 
for its high standard of professional education, stringent code of conduct and standards of practice and 
ethical requirements that govern professional engagements with clients. To attain the right to use the CFP® 
mark, an individual must satisfactorily fulfill the following requirements: Complete an advanced college-
level course of study addressing the financial planning subject areas that CFP Board’s studies have 
determined as necessary for the competent and professional delivery of financial planning services; attain 
a bachelor’s degree from a regionally accredited United States college or university (or its equivalent from 
a foreign university); pass the comprehensive CFP® certification examination; complete at least three years 
of full-time financial planning-related experience (or two years while under the supervision of a CFP® 

professional); and agree to be bound by CFP Board’s Code of Ethics and Standards of Conduct. 
 
Individuals who become certified must complete 30 hours of continuing education every two years, 
including two hours on the Code of Ethics and other parts of the Standards of Conduct, to maintain 
competence and keep up with developments in the financial industry and renew an agreement to be bound 
by the Standards of Conduct. The Standards of Conduct prominently require that CFP® professionals 
provide financial planning services at a fiduciary standard of care. This means CFP® professionals must 
provide financial planning services in the best interests of their clients. 
 
CERTIFIED FINANCIAL TRANSITIONIST (“CeFT®”)  
 
Ms. Szabo has obtained the CeFT designation. The CeFT is a professional certification mark granted in the 
United States by the Financial Transitionist Institute.  
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The CeFT® certification is a voluntary certification; no federal or state law or regulation requires financial 
planners to hold the CeFT® certification.   
 
While there may be a variance in credential requirements from 2018 when Ms. Szabo was originally 
awarded the CeFT® certification, currently to attain the right to use the CeFT® marks, an individual must 
satisfactorily fulfill the following requirements: 
 

• Education – Twelve months of core training;   
• Examination – Pass the comprehensive CeFT® Certification Examination.  The examination 

consists of essays, role playing, oral exam, and an online proctored final exam; and 
• Experience – Applicants must have five years of direct client service experience consisting of 

face-to-face interaction, and hold one or more of the following designations: CFP®, ChFC®, 
CDFA, CPWA®, CPA/PFS, CFA®, and/or CIMA®. 

 
Individuals who become certified must complete 15 hours of continuing education hours every year to 
maintain the right to continue to use the CeFT® mark. 
 
Item 3 – Disciplinary Information 
 
Ms. Szabo has never been subject to any legal or disciplinary proceedings which would be considered 
material (or otherwise) to a client’s evaluation of her or any of the services Gates Pass Advisors, LLC 
provides. 
 
Item 4 – Other Business Activities 
 
Ms. Szabo is not involved in any other investment related business activity or occupation other than through 
Gates Pass Advisors, LLC. 
 
Item 5 – Additional Compensation 
 
Ms. Szabo does not receive additional compensation or economic benefit from third parties for providing 
advisory services to clients of Gates Pass Advisors, LLC. 
 
Item 6 – Supervision 
 
Ms. Szabo is the Chief Compliance Officer of Gates Pass Advisors, LLC and is responsible to oversee and 
enforce the firm’s written policies and procedures and to ensure the firm operates in accordance with its 
fiduciary duty to clients. While Ms. Szabo is bound by our Code of Ethics, she generally has no internal 
supervision placed over her activities as an investment advisor representative of the firm. Ms. Szabo can be 
reached at the phone number and e-mail address reflected on the cover page of this brochure supplement. 
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Item 1 – Cover Page 

 
 

ERIK A. SCHEI, CFA®   
 

GATES PASS ADVISORS, LLC 
 
 

280 2nd Street, Suite 280 
Los Altos, CA 94022 

Phone: (650) 797-0280 
E-mail: erik@gatespassadvisors.com 
Web: www.gatespassadvisors.com 

 
March 22, 2023 

 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
This Brochure Supplement provides information about Erik A. Schei, CFA®, that supplements Gates Pass 
Advisors, LLC’s firm brochure (Form ADV Part 2A). You should have received a copy of that brochure. 
Please contact us at (650) 797-0280 or esther@gatespassadvisors.com if you did not receive copy of Gates 
Pass Advisors, LLC’s Form ADV Part 2A or if you have any questions about the contents of this brochure 
supplement.  
 
Additional information about Erik A. Schei, CFA®, is available on the SEC’s website at 
www.adviserinfo.sec.gov. The searchable IARD/CRD number for Erik A. Schei, CFA®, is 4886564. 
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Item 2 – Education and Business Experience 
 
Investment Advisor Representative Name and Year of Birth:  
 
Erik A. Schei, CFA®, born 1981 
 
Education: 
 
2005  California Polytechnic State University (San Luis Obispo, CA), Bachelor of 

Science  
 
Business Experience: 
 
2019 – Present  Gates Pass Advisors, LLC, Investment Advisor Representative 
2017 – 2019  Arai Wealth Management, Inc., Investment Advisor Representative 
2007 – 2018  Concert Wealth Management, Inc., Investment Advisor Representative 
2013 – 2017  Omniscient Holdings, President 
 
Professional Designations: 
 
CHARTERED FINANCIAL ANALYST® (CFA®)  
 

Ms. Schei obtained the Chartered Financial Analyst® designation in 2018.  
 
The Chartered Financial Analyst charter is a globally respected, graduate-level investment credential 
established in 1962 and awarded by CFA Institute — the largest global association of investment 
professionals.  
 
There are currently more than 170,000 CFA charterholders working globally. To earn the CFA charter, 
candidates must: 1) pass three sequential, six-hour examinations; 2) have at least four years of qualified 
professional investment experience; 3) join CFA Institute as members; and 4) commit to abide by, and 
annually reaffirm, their adherence to the CFA Institute Code of Ethics and Standards of Professional 
Conduct.  
 
High Ethical Standards  
The CFA Institute Code of Ethics and Standards of Professional Conduct, enforced through an active 
professional conduct program, require CFA charterholders to:  
 
 Place their clients’ interests ahead of their own  
 Maintain independence and objectivity  
 Act with integrity  
 Maintain and improve their professional competence  
 Disclose conflicts of interest and legal matters  

 
Global Recognition  
Passing the three CFA exams is a difficult feat that requires extensive study (successful candidates report 
spending an average of 300 hours of study per level). Earning the CFA charter demonstrates mastery of 
many of the advanced skills needed for investment analysis and decision making in today’s quickly 
evolving global financial industry. As a result, employers and clients are increasingly seeking CFA 
charterholders—often making the charter a prerequisite for employment.  
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Additionally, regulatory bodies in 27 countries and territories recognize the CFA charter as a proxy for 
meeting certain licensing requirements, and hundreds of colleges and universities around the world have 
incorporated a majority of the CFA Program curriculum into their own finance courses.  
 
Comprehensive and Current Knowledge  
The CFA Program curriculum provides a comprehensive framework of knowledge for investment decision 
making and is firmly grounded in the knowledge and skills used every day in the investment profession. 
The three levels of the CFA Program test a proficiency with a wide range of fundamental and advanced 
investment topics, including ethical and professional standards, fixed-income and equity analysis, 
alternative and derivative investments, economics, financial reporting standards, portfolio management, 
and wealth planning.  
 
The CFA Program curriculum is updated every year by experts from around the world to ensure that 
candidates learn the most relevant and practical new tools, ideas, and investment and wealth management 
skills to reflect the dynamic and complex nature of the profession. To learn more about the CFA charter, 
visit www.cfainstitute.org. 
 
Item 3 – Disciplinary Information 
 
Mr. Schei has never been subject to any legal or disciplinary proceedings which would be considered 
material (or otherwise) to a client’s evaluation of his or any of the services Gates Pass Advisors, LLC 
provides. 
 
Item 4 – Other Business Activities 
 
Mr. Schei is not involved in any other investment related business activity or occupation other than through 
Gates Pass Advisors, LLC. 
 
Item 5 – Additional Compensation 
 
Mr. Schei does not receive additional compensation or economic benefit from third parties for providing 
advisory services to clients of Gates Pass Advisors, LLC. 
 
Item 6 – Supervision 
 
K. Esther Szabo, CFP®, CeFT®, is the Chief Compliance Officer of our firm and supervises Mr. Schei’s 
activities on a regular basis to ensure his compliance with our Code of Ethics. Please contact Ms. Szabo at 
(650) 797-0280 or esther@gatespassadvisors.com if you have any questions about Mr. Schei’s brochure 
supplement.  
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Item 1. Introduction  

Gates Pass Advisors, LLC (“Gates Pass,” “we,” “us,” and 

“Advisor”) is a California limited liability company that is 

registered as an investment advisor with the United States 

Securities and Exchange Commission. Brokerage and 

investment advisory services and fees differ and it is important 

that you understand the differences. Please note that free and 

simple tools are available to research advisory and brokerage 

firms and their associated financial professionals at 

Investor.gov/CRS, which also provides educational materials 

about broker-dealers, investment advisors, and investing. 

 

Item 2. Relationships and Services 

What investment services and advice can you provide me? 

We offer broad-based, comprehensive financial planning and 

consulting services and ongoing wealth management services to 

clients. Most client relationships begin with the client engaging 

us for broad-based financial planning and consulting services 

before moving into on ongoing wealth management relationship 

where we implement our financial planning recommendations 

and monitor the client’s designated investment accounts on an 

ongoing basis. Financial planning is also offered as a stand-alone 

service. 

When we provide broad-based financial planning we will meet 

with you and review documents you provide to gain an 

understanding of your financial circumstances, income, assets, 

investment concerns and goals, and provide you with our 

observations and recommendations in the form of a written 

financial plan. Our written financial plans typically include a 

summary of the client’s financial situation, our general 

observations regarding the same, and a series of 

recommendations for a course of activity to be undertaken by the 

client to achieve their financial objectives and goals. Unless you 

engage us for ongoing wealth management services, (i) no 

update or review of the plan is provided and the engagement is 

considered concluded upon delivery of the financial plan to you 

and (ii) you will make all ultimate investment decisions and be 

responsible for the implementation and the ongoing monitoring 

of your investments. 

Our wealth management services include a review of your 

unique financial circumstances and the design, implementation, 

and ongoing management of your designated investment 

account(s), typically in accordance with your written financial 

plan. We will directly invest the assets deposited to your account 

at the custodian and/or strategically allocate your assets to 

certain independent third party money managers (“Independent 

Managers”). We will monitor your designated accounts regularly 

(including any Independent Manager sub-accounts), making 

changes to your holdings and Independent Managers as we 

believe to be appropriate and in your best interests, acting in 

accordance with our fiduciary duty to you. Most clients will be 

required to enter into a discretionary management arrangement 

that allows us to buy and sell investments within their account 

and to hire and fire Independent Managers without obtaining 

your consent prior to each transaction (a “discretionary 

account”). On occasion, we may agree to a non-discretionary 

arrangement where we are required to obtain your approval prior 

to implementing any recommended transactions. You may 

impose reasonable restrictions on our ability to invest in certain 

securities or types of securities within your account. We will 

formally review your investments at least annually.  

Where specifically requested by the client, we may also provide 

you with advice regarding the investment of your “held-away” 

investment accounts (e.g., employer sponsored retirement 

accounts, qualified tuition plans, variable annuity sub-accounts). 

You will make all final investment decisions and be responsible 

for the implementation and monitoring of such accounts.  

If a written financial plan has not been provided already, wealth 

management clients may elect to have us provide a customized 

wealth management plan. Where you opt-in to these services, we 

will provide you with financial planning advice including, 

without limitation, recommendations regarding cash flow and 

budgeting, review of insurance and employee benefits, financial 

goal setting services, advice and planning regarding specific life 

events, estate plan review, and review of potential tax 

minimization strategies. We will update your wealth written 

financial plan periodically, as agreed with the client. 

 

We primarily advise our clients regarding investments in 

individual stocks, corporate and government issued bonds, 

mutual funds, exchange traded funds (“ETFs”), cash and cash 

equivalents. We also advise clients regarding the selection of 

Independent Managers. Our advice may cover other types of 

investments, including investments held in your account at the 

inception of our relationship. We typically require a minimum 

liquid net worth of $2,000,000 to commence a wealth 

management relationship and charge a minimum annual fee of 

$10,000 for these services. Minimum fixed fees for initial 

financial planning services and plan reviews are set at $5,000 and 

$2,000 respectively. We may waive these minimums at our 

discretion on a per-client basis. 

 

More detailed information about our advisory services and 

account minimums is contained in our Form ADV Part 2A “firm 

brochure” at Items 4 and 7.  

Item 3.  Fees, Costs, Conflicts, and Standard of Conduct  

What fees will I pay? 

When you engage us for wealth management services, we will 

charge you either (1) an annual fixed fee, (2) a combination of 

an annual fixed fee and an annual asset-based fee, or (3) an 

annual asset-based fee.  Fixed fees are determined by Gates Pass 

based on the anticipated scope of the portfolio management, 

financial planning, and consulting services to be provided and 

are adjusted annually on January 1 by the greater of (1) the 

Conversation Starter: Ask us: 

(i) Given my financial situation, should I choose an 

investment advisory service? Why or why not? 

(ii) How will you choose investments to recommend to 

me? 

(iii) What is your relevant experience, including your 

licenses, education, and other qualifications? What 

do these qualifications mean? 

 

https://www.investor.gov/CRS
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increase in the Consumer Price Index for All Urban Customers 

or (2) 2.00%. Where an asset-based fee applies, these fees range 

from 0.25% - 1.00% per year of the market value of your 

account. The total fee a client will pay will never exceed 3.00% 

of the market value of the client’s assets under Gates Pass’ 

management. Advisory fees for these services are payable 

quarterly in advance and are pro-rated for any partial billing 

periods and for any mid-period capital inflows or outflows to or 

from your account. Unless otherwise agreed, we will deduct 

these fees directly from your account at the custodian. 

 

We typically charge a minimum fixed fee of at least $5,000 for 

stand-alone initial financial planning and consulting services and 

$2,000 for financial plan reviews. Our fees for these services 

may be higher or lower than these minimums based on the 

anticipated scope of  services to be provided. The specific fixed 

fee applicable to your financial planning and consulting services 

engagement will be set forth in a written advisory agreement you 

will enter with Gates Pass. Fixed fees these services are typically 

paid up to 50% at inception, with the balance invoiced and 

payable either periodically or upon completion of the 

engagement. Fees for these services are payable either by direct 

fee deduction or by cash, check, or credit card. 

 

In addition to our advisory fees, you will separately pay (i) your 

proportionate share of all management fees and other internal 

costs and expenses associated with any mutual funds, ETFs, and 

other pooled investment vehicles held in your account; (ii) 

Independent Manager fees and costs; and (iii) all usual and 

customary transaction-based fees (brokerage fees and 

commissions), custodial charges, platform and administrative 

fees, wire transfer fees, and other fees and taxes associated with 

activity and holdings contained in your account.  

 

Where asset-based fees apply, you should consider that the more 

assets you have in your account, the more you will pay us, thus 

creating an incentive for us to encourage you to increase and/or 

maintain the current level of assets in your account.  

 

You will pay fees and costs whether you make or lose money 

on your investments. Fees and costs will reduce any amount 

of money you make on your investments over time. Please 

make sure you understand what fees and costs you are 

paying. More detailed information about our advisory fees is 

contained in our firm brochure at Item 5.  

What are your legal obligations to me when acting as my 

investment advisor? How else does your firm make money and 

what conflicts of interest do you have? 

When we act as your investment advisor, we have to act in your 

best interests and not put our interests ahead of yours. At the 

same time, the way we make money creates some conflicts with 

your interests. You should understand and ask us about these 

conflicts because they can affect the investment advice we 

provide you. Here are some examples to help you understand 

what this means: 

 

Example 1: The value of your asset-based advisory fee account 

goes up, and while the annual percentage we charge may stay the 

same, the total compensation you pay us goes up proportionately.  

 

Example 2: Your account value goes down, but you still must 

pay us an asset-based advisory fee proportional to your assets 

under management.  

 

We are not associated with any broker-dealer firms and our 

financial professionals do not receive any commissions or other 

compensation as a result of our recommendation or sale of any 

securities to a clients. We act as your fiduciary and recommend 

investments only when we believe them to be in your best 

interests. More detailed information related to these conflicts of 

interest is contained in our firm brochure at Item 5. 

How do your financial professionals make money? 

Our financial professionals are compensated with annual salaries 

and/or discretionary bonuses.  

 

More detailed information about our conflicts of interest is 

contained in our firm brochure at Item 5 and in the Form ADV 

Part 2Bs related to each of our financial professionals.  

 

Item 4.  Disciplinary History 

Do you or your financial professionals have legal or 

disciplinary history? 

No.  We encourage you to visit Investor.gov/CRS for a free and 

simple search tool to research any of our financial professionals.  

Item 5.  Additional Information 

You can find additional information regarding our firm, 

including our Form ADV Part 2A firm brochure and this client 

relationship summary by visiting https://adviserinfo.sec.gov and 

searching for our firm by its name or its unique CRD number 

(269983). You can also obtain a copy of this relationship 

summary by visiting our website at www.gatespassadvisors.com  

or by contacting us by telephone at (650) 797-0280. We will be 

pleased to answer any of your questions.  

Conversation Starter: Ask us: “Help me understand how 

these fees and costs might affect my investments. If I give you 

$10,000 to invest, how much will go to fees and costs, and 

how much will be invested for me?” 

 

Conversation Starter: Ask us: “How might your conflicts of 

interest affect me, and how will you address them?” 

 

Conversation Starter: Ask us: “As a financial professional, 

do you have any disciplinary history? For what type of 

conduct?” 

 

Conversation Starter: If you have any concerns, please let us 

know by asking the following questions:  “Who is my primary 

contact person? Is he or she a representative of an investment 

advisor or a broker-dealer? Who can I talk to if I have 

concerns about how this person is treating me? 

https://www.investor.gov/CRS
https://adviserinfo.sec.gov/
http://www.gatespassadvisors.com/
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SUMMARY OF MATERIAL CHANGES 

 

The date of our previous Form ADV Part 3 Client Relationship Summary was March 22, 2023. Since that date, we have 

made the following material changes to this document: 

 

➢ Item 2 has been amended to clarify that we offer only broad-based, rather than topic-specific, stand-alone financial 

planning and consulting services.
 



Gates Pass Advisors, LLC                                                                                        Annual Notice of Privacy Practices 

Gates Pass Advisors, LLC 

Annual Notice of Privacy Practices 

 

Gates Pass Advisors, LLC, an investment advisory firm, is committed to safeguarding the confidential information of its 

clients.  We do collect nonpublic personal information in order to open and administer your accounts with us and to 

provide you with accurate and pertinent advice.  We hold all nonpublic personal information you provide to us in the 

strictest confidence.  If we were to change our firm policy, we would be prohibited under law from doing so without 

advising you first. 

 

We will get your permission first before we share your personal information with most nonaffiliated third parties.  

However, this does not apply to sharing information with nonaffiliated third parties in connection with maintaining or 

servicing your account, or administering transactions requested or authorized by you.  You may direct us not to make 

disclosures (other than disclosures required by law) regarding nonpublic personal information to our financial marketing 

partners.  You also have the right to opt out of having your information shared with affiliates of Gates Pass Advisors.  If 

you wish to opt out of disclosures to third parties, please contact us at (650) 797-0280. 

 

Gates Pass Advisors Collects personal information about you from the following sources: 

 Applications or other forms. 

 Discussions with nonaffiliated third parties. 

 Information about your transactions with us or others. 

 Questionnaires. 

 Tax Returns. 

 Estate Planning Documents. 

 

Gates Pass Advisors uses your personal information in the following manner: 

 We do not sell your personal information to anyone. 

 

 We limit employee and agent access to information only to those who have a business or professional reason for 

knowing, and only to nonaffiliated parties as permitted by law.  (For example, federal regulations permit us to 

share a limited amount of information about you with a brokerage firm in order to execute securities transactions 

on your behalf, or so that our firm can discuss your financial situation with your accountant or attorney.) 

 

 We will provide notice of changes in our information sharing practices.  If, at any time in the future, it is 

necessary to disclose any of your personal information in a way that is inconsistent with this policy, we will give 

you advance notice of the proposed change so you will have the opportunity to opt out of such disclosure. 

 

 We maintain a secure office and computer environment to ensure that your information is not placed at 

unreasonable risk. 

 

 For nonaffiliated third parties that require access to your personal information, including financial service 

companies, consultants, and auditors, we also require strict confidentiality in our agreements with them and 

expect them to keep this information private. 

 

 Federal and state regulators also may review firm records as permitted under law.  

 

 We do not provide your personally identifiable information to mailing list vendors or solicitors for any purpose. 

 

 Personally identifiable information about you will be maintained during the time you are a client, and for the 

required time thereafter that such records are required to be maintained by federal and state securities laws.  After 

this required period of record retention, all such information may be destroyed. 
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