BEFORE THE
DIVISION OF SECURITIES
DEPARTMENT OF FINANCIAL INSTITUTIONS
STATE OF WISCONSIN

In the Matter of PETITION FOR ORDER
KEVIN A. MALOVRH
d/b/a KM FINANCIAL

Respondent. File No. S-00077(LX)

The staffs of the Licensing & Compliance Section and the Enforcement Unit, Registration
& Enforcement Section, of the Division of Securities, Department of Financial Institutions, State
of Wisconsin have conducted an investigation in this matter pursuant to sec. 551.56, Wis. Stats.
and as a result thereof allege as follows:

1. [Kevin A. Malovrh|d/b/a KM Financial ("Malovrh") is a licensed investment adviser (IA

#1339) with a last known business address at 112 E. Union St., Waupaca, WI 54981;

2. On March 15, 2000, the staff conducted a routine examination of the books and records of
Malovrh and discovered that he was missing the following records:

a.

Records reflecting all asset, liability, income, expense and capital accounts as
required by DFI-SEC 5.03(1)(b), Wis. Adm. Code;

A records showing all payments received, including the date of receipt, purpose, and
from whom received, and all disbursements, including the date paid, purpose, and to
whom paid as required by DFI-Sec 5.03(1)(c), Wis. Adm. Code;

Records showing all receivables and payables as required by DFI-Sec 5.03(1)(d), Wis.
Adm. Code;

Memorandum of each order given by the investment adviser for the purchase or sale
of any security, of any instruction received by the investment adviser from the
customer concerning the purchase, sale, receipt or delivery of a particular security,
and of any modification or cancellation of any order or instruction, as required by
DFI-Sec 5.03(1)(f), Wis. Adm. Code;

Copies of all written communication, correspondence, appraisals and other records
relating to investment activities of customers as required by DFI-Sec 5.03 (1)(g), Wis.
Adm. Code;
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f. Copies of all written agreements entered into by the investment adviser with any
customer, or with any other person if the agreement relates to the business of the
investment adviser as required by DFI-Sec 5.03(1)(k), Wis. Adm. Code;

g. A record containing information concerning a customer’s net worth, annual income
and other financial information, investment objectives and experience and such other
information necessary for the investment adviser to determine the suitability of
investment recommendations as required by DFI-Sec 5.03(1)(0), Wis. Adm. Code;

h. As provided by DFI-Sec 5.05(8), Wis. Adm. Code, no investment adviser may enter
into, extend or renew any investment advisory contract with a customer in this state
unless the contract is in writing and a copy of the contract is given to the customer
within 20 days after the execution of the contract. No contract exists and therefore,
no copy was provided to any customer;

i. Pursuant to DFI-Sec 5.05(8), Wis. Adm. Code, each investment adviser shall provide
to each of its customers a written brochure or other document meeting the
requirement of rule 204-3 under the Investment Advisers Act of 1940 relating to its
business and activities. There is no record that the brochure or other document was
ever provided to the customer originally or offered annually to those customers that
had a continuing relationship with the adviser. There is no record that a brochure or
other document even exists.

j. In some instances Malovrh advised that he took in checks without a record of the date
of the check, the amount of the check, the name of the account, the date each was
received and the date mailed nor did he comply with the custody requirements of DFI-
Sec 5.03(1)(2) and DFI-Sec 5.035 Wis. Adm. Code.

3. Malovrh does not have an up-to-date application on file with the Division as evidenced by
changes in addresses and use of the d/b/a not being reported as required DFI-Sec 5.04(1)(3),
Wis. Adm. Code.



4. Malovrh's actions as described in Paragraphs 2 and 3 above provides a basis, pursuant to sec.
551.34(1)(b), Wis. Stats. for the suspension of his investment adviser license;

THEREFORE the staffs of the Bureau of Licensing & Compliance and the Bureau of
Registration and Enforcement petition the Administrator for the issuance of the attached
Order.

DATED this 2|  dayof Mt h , 2000.
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