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 (for sponsors of wrap fee programs)  

Name of wrap fee program or programs described in attached brochure:  
 

1.    Applicability of Schedule. This Schedule must be completed by applicants that are compensated under a wrap fee program  
       for sponsoring, organizing, or administering the program, or for selecting, or providing advice to clients regarding the  
       selection of, other investment advisers in the program (“sponsors”). A wrap fee program is any program under which a  
       specified fee or fees not based directly upon transactions in a client’s account is charged for investment advisory services  
       (which may include portfolio management or advice concerning the selection of other investment advisers) and execution of  
       client transactions.  
2.    Use of Schedule.  This Schedule sets forth the information the sponsor must include in the wrap fee brochure it is required to  
       deliver or offer to deliver to clients and prospective clients of its wrap fee programs under Rule 204-3 under the federal  
       Advisers Act and similar rules of jurisdictions. The wrap fee brochure prepared in response to this Schedule must be filed  
       with the Commission and the jurisdictions as part of Form ADV by completing the identifying information on this Schedule  
       and attaching the brochure. Brochures should be prepared separately, not on copies of this Schedule. Any wrap fee brochure  
       filed with the Commission as part of an amendment to Form ADV shall contain in the upper right corner of the cover page  
       the sponsors’ registration number (801- ).  
3.    General Contents of Brochure. Unlike Parts I and II of this form, this Schedule is not organized in “check-the-box” format.  
       These instructions, including the requests for information in Item 7 below, should not be repeated in the brochure. Rather,  
       this Schedule describes minimum disclosures that must be made in the brochure to satisfy the sponsor’s duty to disclose all  
       material facts about the sponsor and its wrap fee programs. Nothing in this Schedule relieves the sponsor from any  
       obligation under any provision of the federal Advisers Act or rules thereunder, or other federal or state law to  
       disclose information to its advisory clients or prospective advisory clients not specifically required by this Schedule.  

4.    Multiple Sponsors. If two or more persons fall within the definition of “sponsor” in Item 1 above for a single wrap fee  
       program, only one such sponsor need complete the Schedule. The sponsors may choose among themselves the sponsor that  
       will complete the Schedule.  
5.    Omission of Inapplicable Information. Any information not specifically required by this Schedule that is included in the  
       brochure should be applicable to clients and prospective clients of the sponsor’s wrap fee programs. If the sponsor is  
       required to complete this Schedule with respect to more than one wrap fee program, the sponsor may omit from the  
       brochure furnished to clients and prospective clients of any wrap fee program or programs information required by this  
       Schedule that is not applicable to clients or prospective clients of that wrap fee program or programs. If a sponsor of more  
       than one wrap fee program prepares separate wrap fee brochures for clients of different programs, each brochure must be  
       filed with the Commission and the jurisdictions attached to a separate copy of this Schedule. Each such brochure must state  
       that the sponsor sponsors other wrap fee programs and state how brochures for those programs may be obtained.  

6.    Updating. Sponsors are required to file an amendment to the brochure promptly after any information in the brochure  
       becomes materially inaccurate. Amendments may be made by use of a “sticker”, i.e., a supplement affixed to the brochure  
       that indicates what information is being added or updated and states the new or revised information, as long as the resulting  
       brochure is readable. Stickers should be dated and should be incorporated into the text of the brochure when the brochure  
       itself is revised.  

7.    Contents of Brochure. Include in the brochure prepared in response to this Schedule:  
       (a) on the cover page, the sponsor’s name, address, telephone number, and the following legend in bold type or some other  
             prominent fashion:  
             This brochure provides clients with information about [name of sponsor] and the [name of program or  
             programs] that should be considered before becoming a client of the [name of program or programs]. This  
             information has not been approved or verified by any governmental authority.  
       (b) a table of contents reflecting the subject headings in the sponsor’s brochure.  
       (c) the amount of the wrap fee charged for each program or, if fees vary according to a schedule established by the  
             sponsor, a table setting forth the fee schedule, whether such fees are negotiable, the portion of the total fee (or the  
             range of such amounts) paid to persons providing advice to clients regarding the purchase or sale of specific securities  
             under the program (“portfolio managers”), and the services provided under each program (including the types of  
             portfolio management services);  



 

Schedule H of 
FORM ADV 
Page 2 

Applicant: SEC File Number: 
801- 

Date: 

(d)  a statement that the program may cost the client more or less than purchasing such services separately and a statement  
       of the factors that bear upon the relative cost of the program (e.g., the cost of the services if provided separately and the  
       trading activity in the client’s account);  
 
(e)   if applicable, a statement that the person recommending the program to the client receives compensation as a result of the  
       client’s participation in the program, that the amount of this compensation may be more than what the person would receive  
       if the client participated in other programs of the sponsor or paid separately for investment advice, brokerage, and other  
       services, and that the person may therefore have a financial incentive to recommend the wrap fee program over other  
       programs or services;  
 
(f)   a description of the nature of any fees that the client may pay in addition to the wrap fee and the circumstances under which  
       these fees may be paid (including, if applicable, mutual fund expenses and mark-ups, mark-downs, or spreads paid to  
       market makers from whom securities were obtained by the wrap fee broker);  
 
(g)  how the program’s portfolio managers are selected and reviewed, the basis upon which portfolio managers are  
       recommended or chosen for particular clients, and the circumstances under which the sponsor will replace or recommend  
       the replacement of the portfolio manager;  
 
(h)  (1) if applicable, a statement to the effect that portfolio manager performance information is not reviewed by the sponsor  
       or a third party and/or that performance information is not calculated on a uniform and consistent basis,  
     
      (2) if performance information is reviewed to determine its accuracy, the name of the party who reviews the information  
       and a brief description of the nature of the review,  
 
       (3) a reference to any standards (i.e., industry standards or standards used solely by the sponsor) under which performance  
       information may be calculated;  
 
(i)   a description of the information about the client that is communicated by the sponsor to the client’s portfolio manager, and  
       how often or under what circumstances the sponsor provides updated information about the client to the portfolio manager;  
 
(j)   any restrictions on the ability of clients to contact and consult with portfolio managers;  
 
(k)   in narrative text, the information required by Items 7 and 8 of Part II of this form and, as applicable to clients of the wrap  
       fee program, the information required by Items 2, 5, 6, 9A and C, 10, 11, 13 and 14 of Part II;  
 
(l)   if any practice or relationship disclosed in response to Item 7, 8, 9A, 9C and 13 of Part II presents a conflict between the  
       interests of the sponsor and those of its clients, explain the nature of any such conflict of interest; and  
 
(m) if the sponsor or its divisions or employees covered under the same investment adviser registration as the sponsor act as  
       portfolio managers for a wrap fee program described in the brochure, a brief, general description of the investments and  
       investment strategies utilized by those portfolio managers.  

8.   Organization and Cross References. Except for the cover page requirements in Item 7(a) above, information contained in  
      the brochure need not follow the order of the items listed in Item 7. However, the brochure should not be organized in such  
      a manner that important information called by the form is obscured.  
 
      Set forth below the page(s) of the brochure on which the various disclosures required by Item 7 are provided.  
 
                                     Page(s)                                                Page(s)                                                     Page(s)  
 
Item               7(a)         cover               Item     7(f)                                             Item           7(j)  
                      #7(b)                                           #7(g)                                                            #7(k)  
                      #7(c)                                           #7(h)                                                            #7(l)   
                      #7(d)                                           #7(i)                                                            #7(m)    
                      #7(e)                                             
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	Text10: OUR ROLE AS INVESTMENT COUNSEL
 
The role of Investment Counsel is to provide an avenue to obtain competent, disinterested, and impartial advice regarding investment securities and investment issues within the context of an overall financial plan.  This brochure explains how we manage assets and investment vehicles suitable for the financial circumstances and investment objectives of our clients. 
 
Marks Theriot Walston & Co., Inc. serves as a discretionary, fee-based portfolio manager under the auspices of the Investment Adviser's Act of 1940.  We manage funds for clients under a contractual arrangement that mitigates conflicts of interest by charging a fee that captures management, brokerage and administrative services collectively.  These fees are negotiable and charged pro-rata in advance.  They are inclusive of all trading costs.  Clients may incur charges for other account services provided and not directly related to the execution and clearing of transactions, including, but not limited to, IRA custodial fees, safekeeping fees, interest charges on margin loans, and fees for transfers of securities.  
 
For certain clients, we manage securities portfolios directly, making the day to day decisions regarding asset allocation, securities selection, and the timing of purchases and sales.  For other clients, we assist in the selection of outside investment managers along with the allocation of investable assets among various management styles and market segments.  Client accounts may be held at several correspondent and custodial firms including Charles Schwab & Co., Deutsche Bank, HSBC, and Wilmington Trust.  Neither Marks Theriot Walston & Co., Inc., nor its representatives have direct access to client funds.
 
For client accounts held at Charles Schwab & Co., Inc., the firm is compensated through commissions or other transaction-related fees for securities trades directed to them by Marks Theriot Walston & Co., Inc., that they executed or that settle into the accounts that they hold.  In directing or recommending broker-dealers, we seek “best execution” for client accounts, which is a combination of a number of judgmental factors including price, execution quality and client needs.  Recognizing the value of these judgmental factors, brokers selected or recommended may charge commissions that are higher than the lowest commissions that might otherwise be available.  
 
Under our arrangement with Charles Schwab & Co, Inc., the firm makes available to Marks Theriot Walston & Co., Inc., other products and services that benefit our firm but may not benefit our client accounts.  These include software and other technology that provide access to client account data (such as trade confirmations and account statements), facilitate trade execution (and allocation of aggregated trade orders for multiple client accounts), provide research, pricing information and other market data, facilitate payment of advisory fees from client accounts, and assist with back-office functions, record keeping and client reporting.  Other services may be provided to help manage and otherwise develop our business enterprise.  These services may include consulting, publications and conferences on practice management, information technology, business succession, regulatory compliance, and marketing.  In addition, they may make available, arrange and/or pay for these services rendered to Marks Theriot Walston & Co. Inc. by independent third parties.  Charles Schwab & Co., Inc., may discount or waive fees it would otherwise charge for some of these services or pay all or part of the fees of a third-party providing these services.   
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	Text11: While as a fiduciary, Marks Theriot Walston & Co., Inc., endeavors to act in the best interests of its clients, our recommendation that clients maintain their assets in accounts at Schwab may be based in part on the benefits we derive from the foregoing products and services and not solely on the nature, cost or quality of custody and brokerage services provided by those firms, which may create a potential conflict of interest.
 
Our goal is to provide competent and impartial advice regarding investment securities, and the management of investment portfolios.  Because we are fee-based advisers, our focus is on long-term relationships rather than individual transactions.  We conduct our own research, both on investments and the overall economy, and devote a considerable portion of our budget to the purchase of outside data.
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	Text12: Investment Advisers
 
Christopher E. Marks along with Ted Theriot and Jack Walston founded Marks, Theriot & Company, Inc. in 2010.  Prior to that, Chris was an owner of Marks McBroom Walston & Co., Inc. from 1995 to 2010.  Before that he was employed as a portfolio manager by Prudential Securities following several years with the investment banking firm of Alex. Brown & Sons, Inc.  Before that he was a Corporate Financial Consultant with Merrill Lynch.  A member of the California Bar, Chris was in private practice from 1979 to 1987. He holds MBA and JD degrees from the University of Notre Dame and an undergraduate degree in Economics from the University of Redlands.
 
Jack H. Walston began his financial services career over 50 years ago with Walston & Co., Inc.  - formerly one of the nation's largest securities firms with over 100 offices and 5000 employees throughout the United States and abroad.  Following 20 years at Walston & Co., Inc. he held a number of management and private banking positions at Bank of America and Union Bank of Switzerland, before joining Bessemer Trust as Senior Vice President and Senior Resident Officer for Southern California.  In 2003, Jack joined Marks McBroom Walston & Co., Inc. and remained with that firm until founding Marks Theriot Walston & Co., Inc., in 2010.
 
Ted J. Theriot has more than 12 years of experience in financial services and banking.  He worked for Marks McBroom Walston & Co., Inc. from 2007 to 2010.  He spent 8 years at Deutsche Bank Private Wealth Management (formerly Bankers Trust) where he worked as a Director and Private Banker.  Prior to that, Ted worked at Bessemer Trust Company.  He holds a BS degree in Business Administration from California State University Los Angeles and an AA and AS degree from Pasadena City College.
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	Text13: Business Purpose
 
Provide competent, objective, and impartial advice regarding investments in securities and the management of portfolios.
 
Manage investment portfolios for the protection of capital and purchasing power, for affluent individuals who value personal service, integrity, and attention to detail in their financial dealings.
 
Assume risk only as necessary to meet the stated objectives of each client.  Manage risk by allocating a portfolio among several asset categories that follow divergent market cycles.
 
Serve a limited clientele and thereby focus on the specific needs of each portfolio.
 
Integrate our backgrounds in finance, banking, law and investments to facilitate strategic planning for long term needs and objectives.
 
Optimize investor returns through our own portfolio management within predetermined asset categories, or by retaining the services of other investment advisers that complement or contrast to our asset management style.
 
Monitor investment returns and revise and adapt to changing markets as warranted by dynamic economic, social, and political conditions.
 
OUR OWN CORE INVESTMENT PORTFOLIO MANAGEMENT  
 
The primary focus of our investing is preservation of capital - do not lose money taking big risks.
 
Increase wealth through long-term ownership of the shares of consistently successful businesses with above average rates of sales and earnings growth.
 
Maintain liquidity by making no investment that cannot be converted to cash in three business days.
 
Purchase shares when the stock price is low enough to provide good value - an acceptable downside risk versus upside potential.
 
Seek total return from an attractive dividend yield combined with long-term appreciation of the underlying shares.  Actively manage bond portfolios to provide capital gains as well as interest income.
 
Manage risk through diversification; hold money market funds when we cannot find attractive opportunities in selected stocks or bonds.
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	Text6:  
 
 
 
 
 
 
 
 
 
 
 
 
Marks Theriot Walston & Co., Inc.
545 So. Figueroa Street
Los Angeles, Calfornia 90071
 
(213) 221-7604
 
 
Investment Counsel
 
 
 
 
 
This brochure provides clients and prospective clients with information about Marks Theriot Walston & Co., Inc., and its Portfolio Management Program that should be considered before becoming a client of the firm.  This information has not been approved or verified by any governmental authority.
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
	Text14: At the same time, investing in quality companies will not make money unless the valuation is attractive.  It is the combination of quality and value that enables our discipline to provide attractive, risk-adjusted, returns.
 
Decisions to sell stocks are made for any of these reasons:  1) company operating fundamentals deteriorate or fail to meet our expectations, 2) another more attractively priced stock is found and funds are needed for purchase, 3) stock price meets or exceeds our valuation target and we perceive considerable downside risk.
 
FIXED INCOME INVESTMENTS
 
Many clients have investment needs that are best achieved with a combination of stocks and bonds. Based on client objectives, we include fixed income securities in an account to lower the volatility and risk of the portfolio, meet a stated income need, or enhance the risk-adjusted return on the account.
 
When investing in fixed income securities, we focus on liquidity, quality and value, the same as with our equity portfolios.  Therefore, we invest primarily in direct obligations of the U.S. government and high grade municipal securities.  Most investors look to bonds as income investments, and hold a “laddered” portfolio to maturity.  We actively manage bond portfolios for total return, and seek portfolio gains from three sources:  1) coupon interest, 2) bonds sold for a profit when interest rates fall, and 3) bonds maturing at par value, which were purchased at a discount.  To evaluate the direction of interest rates, we utilize several technical tools that have proven accurate in depicting the long-term trend of interest rates.
 
History has shown that in most markets one can capture 80 percent of the current yield on bonds with maturities not greater than ten years. In a falling interest rate environment, we purchase bonds with eight, nine and ten year maturities.  When rates appear to bottom, we shorten maturities to one to two years, and wait for rates to rise again.  Success depends on our ability to correctly assess the direction of interest rates, the liquidity of the U.S. government bond market, and the economies of scale in our bond purchases.  Our “worst case” scenario is that we must remain in ten-year bonds through the remainder of an interest rate cycle.
 
OUTSIDE INVESTMENT MANAGEMENT 
 
When appropriate to client needs and objectives, we will recommend the services of other portfolio managers with styles and disciplines that may complement or contrast to that of Marks Theriot Walston & Co., Inc.  For certain clients, it may be desirable to invest a portion of their assets in market sectors other than those in which we have expertise, such as international equities, convertible bonds, or small capitalization growth stocks.  Through a contractual arrangement with Charles Schwab Institutional, we access data on more than 1300 investment managers and advisors.  Using this information, we advise clients on asset allocation and manager selection to optimize portfolio performance and minimize market risk.  These services are provided for a fee which includes discretionary management, brokerage, custody, and related services.  This Wrap Fee Program has been designed to connect clients of Marks Theriot Walston & Co., Inc., with other professional money managers and investment vehicles suitable for their financial circumstances and investment objectives. 
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	Text15: Marks Theriot Walston & Co., Inc. works with its clients to identify their investment goals and objectives as well as risk tolerance in order to create an initial portfolio allocation.  This portfolio may consist of, but not be limited to individual stocks or bonds, electronically traded funds, no-load funds and/or load-waived funds (front-end commissions are not charged).  Assets are allocated among several categories to mitigate the risk associated with particular markets.  Those categories may include, but are not limited to:  Large Capitalization Value Equities, Large Capitalization Growth Equities, Small and Mid-Size Growth or Value Equities, Real Estate Investment Trusts, International Equities, Emerging Market Investments, Commodity Investments, International Bonds, Convertible Securities, Government and Government Agency Notes and Bonds, High Yield Bonds, Medium and Short Term Fixed Income, Municipal Bonds, and Cash and Cash Equivalents.  Within each asset categories, we have the ability to select among a number of managers and can view their performance records for the past five years, relative to the appropriate market benchmark indices.  We also can also select among a variety of exchange traded funds, and utilize a combination of investment managers and exchange traded funds in attempting to achieve optimum, risk adjusted performance.
 
Each portfolio is initially designed to meet a particular investment goal, which we determine to be suitable to the client's circumstances.  Once the appropriate portfolio has been determined, we will review the portfolio with the client at least quarterly and if necessary, rebalance the account based upon the client's individual needs, stated goals and objectives.  Each client has the opportunity to place reasonable restrictions on the types of investments to be held in the portfolio.  In general Marks Theriot Walston & Co., Inc. will seek to meet client investment objectives while providing clients with access to personal advisory services on a regular basis.
 
FEES and Services
 
Fees for continuous investment supervision are based on the value of assets for which we accept responsibility.  Our fee schedule is negotiable, and takes into account the following factors:
 
 The amount of capital involved
 
 The amount of time required
 
 The responsibilities we assume
 
 Other surrounding circumstances.
 
After careful consideration of all these factors, we are then in a position to quote what we consider to be a fair and reasonable fee.  Prospective clients are under no obligation until they accept our formal, written proposal, and a portfolio management agreement.
 
Our typical arrangement is to charge a quarterly fee that covers our investment advisory services, execution and custodial services, as well as the preparation of performance reports, statements and other account related services.  This fee may cost more or less than purchasing such services separately.  The fee does not cover any margin interest, national securities exchange fees, wire transfer fees or other costs or fees associated with securities transactions or required by law. 
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	Text16: The client, as well as other shareholders, will bear a proportionate share of the expenses of any investment companies in which assets are invested.  In some instances, the mark-up or mark-down charged by a dealer may be included in the price of certain transactions although we never share in those charges.
 
Our account custodians provide mailed confirmation of all purchases and sales in each account, as well as monthly and annual account statements to document portfolio status.  Clients also receive quarterly portfolio performance reports reconciled to these statements.  These reports, in addition to itemizing all activity, may serve as a valuable tool in the preparation of year-end financial summaries or, if applicable, to supplement tax reporting documents.
 
Marks Theriot Walston & Co., Inc. generally does not offer the services under the program described above separately.  However, clients may be able to purchase services similar to those offered under the program from other service providers either separately or as part of a similar wrap fee program.  These services or programs may cost more or less than our program, depending on the fees charged by such other service providers.
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	Text17: 
	Text18: 
	Text19: 
	Text20: 
	Text21: 
	Text22: INVESTMENT PROCESS - FOCUS ON QUALITY, VALUE AND LIQUIDITY
 
Our discipline is based on the total return potential provided by companies that consistently pay dividends, when their shares are purchased at relatively cheap prices.  We have set parameters to judge both the quality and the relative value of the stocks we purchase for our clients.  While Wall Street research is full of assumptions and projections based on the subjective evaluation of a stock by analysts, we prefer to focus on specific, verifiable information on the company.  In terms of quality, we look to:
 
The number of years the dividend has been paid without interruption
 
 The number of times the dividend has increased in the past 10 years
 
 The number of years in which sales have increased in the past 10 years
 
 The number of years in which cash flow has increased in the past 10 year
 
The number of quarters over the past ten years in which earnings have improved
 
 The number of other institutional holders of the stock
 
 A Standard & Poor's rating of at least B+
 
 The source and quality of earnings
 
 Company market capitalization and number of shares outstanding.
 
Value, being far more subjective, can be determined by relative dividend yield when investing for total return.  Any company that has paid a dividend for 10 years or more will have exhibited periods of over and under valuation relative to the historic price/dividend relationship.  Assuming a continuing dividend stream, the share price will tend to be cheap when the dividend yield is relatively high and expensive when the yield is relatively low.  We endeavor to identify quality companies that are paying historically high relative yields because the share prices are low.  If we buy the shares at this point, we are paid a dividend while we wait for the share prices to rise.  While this approach requires patience, it has proven to be a successful, low volatility approach to investing.
 
When investing for growth, we assess value by extrapolating the earnings trend ahead four years, and apply it to the average price/earnings ratio over the past ten years.  This gives us a target price for the shares that can be evaluated in terms of the potential for gain relative to the market.  We focus on shares that have the potential to increase in price by 100 percent or more over four years.
 
Both methods of determining value are quantitative in nature, and intended to add objectivity to the process of selecting undervalued investment opportunities.  This often leads us to situations that are out of favor with the investment community. Our approach may therefore appear as contrarian in many instances.  The focus on quality as our first investment criteria limits downside risk.  
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