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	Text1:  
 
 
CORNERSTONE ADVISORY, INC.
 
 
 
Form ADV PART 2A* 
 
 
 
801 Asbury Dr., Suite D
Mandeville, LA  70471
Tel: (985) 626-7574               Fax: (985) 951-7779
www.CornerstoneFinCo.com
 
*This brochure provides information about the qualifications and business practices of Cornerstone Advisory, Inc.  If you have any questions about the contents of this Brochure, please contact us at telephone (985) 626-7574.  The information in this Brochure has not been approved or verified by the Louisiana Office of Financial Institutions or by any other regulatory authority.  
Additional information about Cornerstone Advisory, Inc. also is available at www.adviserinfo.sec.gov.
 
 
31 March 2011
 
	Text2: Material Changes
 
On July 28, 2010, the United State Securities and Exchange Commission (“SEC”) published “Amendments to Form ADV” thereby requiring that all SEC and state-registered investment advisors amend and reissue their Form ADV Part 2 brochure.   October 19, 2010, the State of Louisiana's Office of Financial Institutions announced its adoption the new SEC brochure requirements.  
This Brochure has been updated to change the format into a more readable presentation style and to disclose minor additional information not required to be disclosed in previous editions of this brochure.  The content of this updated brochure does not contain any material changes but the format has been substantially revised.
In the future, this Item will discuss only specific material changes that are made to the Brochure and will provide clients with a summary of such changes.  We will also reference the date of our last annual update of our brochure.     
In the past we have offered or delivered information about our qualifications and business practices to clients on an annual basis.  Pursuant to new SEC Rules, we will ensure that you receive a summary of any materials changes to this and subsequent Brochures within 120 days of the close of our business' fiscal year.  We will further provide you with a new Brochure as necessary based on changes or new information, at any time, without charge.
Additional information about Christopher S. Clayton is also available via the SEC's web site www.adviserinfo.sec.gov.  
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	Text4: Advisory Business
 
Registration Status  - Registered with the State of Louisiana on August 12, 2002.
Principal Owner(s)  - Christopher S. Clayton
 
 
Advisory Services 
 
Cornerstone Advisory, Inc. (CA, Inc.) provides financial advice and/or advisory services to its clients as a part of client review meetings, in response to client inquiries, and as a part of providing general overview information in response to changes in the economic landscape.  Advisory services unrelated to securities are also provided as a part of client review meetings and in response to client inquiries.  CA, Inc. does not provide securities advice on warrants, options futures, nor partnerships. 
 
The significant portion of advisory services provided by CA, Inc. is referred to as Financial Engineering, a comprehensive financial overview of the client's economic situation.  This comprehensive financial overview includes, but is not limited to, advice regarding securities (approximately 33%) but may include advice relative non-securities in nature (approximately 67%).  The Financial Engineering is applied in review of general corporate, individual, or family/estate planning.
 
Financial Engineering is a unique and specialized process, by use of application software that comprehensively compiles a financial “picture” of a client's economic situation in order to advise the client on current and future financial decisions they are considering.  The product of this comprehensive compilation is an economic model, which is updated as the client's financial position changes, and a copy is provided to the client.
 
CA, Inc. Assets Under Management as of March 30, 2011:
 
 Discretionary Assets  - 0
 Non-Discretionary Assets - $ $5,678,368.70
 
	Text5: Fees and Compensation
 
Cornerstone Advisory, Inc. (CA, Inc.) provides advisory services to a client by entering into an advisory services agreement.  The advisory services may include but are not limited to, providing the client with specific recommendations on such financial areas as tax planning, risk management, investments, insurance, educational funding, retirement planning, employee benefits, estate planning, corporate or business coordination with personal situation, cash flow analysis, financing options and charitable donations.  
 
 
At the time the written advisory agreement for advisory services between CA, Inc. and the client is established, a fee is assessed, which may be a fixed fee, typically $3,000 - $7,500 or, when the client prefers, an hourly fee of $50 - $250 per hour may be charged.  100 % of the fee is payable at the beginning of the process and exceptions are considered for temporary poor cash flow situations.  
[Guarantee of services  - to “return” fee through completing the process?]  Termination of the advisory service relationship may be initiated by either the advisor or the client and the fee is non-refundable, either in full or in part.  
 
 
CA, Inc. receives compensation through the advisory fee paid by a client, hourly charges, and commissions from issuers of specified securities and insurance products when CA, Inc.'s clients purchase those products.  All recommendations by CA, Inc. to the client of specific securities or insurance products are based upon the client's specific financial goals and plan.  
 
CA, Inc. fees do not include brokerage commissions, transaction fees, and other related costs or expenses which may be incurred by the client.  Clients may incur some charges imposed by custodians, brokers, and other third parties such as custodial fees, deferred sales charges, wire transfer and electronic fund transfer fees, and other fees on brokerage accounts and securities transactions.  Mutual funds typically charge internal management fees, which are disclosed in a fund's prospectus.  The aforementioned fees incurred by the client are exclusive of and in addition to CA, Inc.'s fee, and CA, Inc. does not receive any portion of these fees and costs.
 
 
Mutual Funds Disclosure
 
Mutual funds are one type of an investment vehicle and the investment strategies and objectives of such funds vary widely.  In addition to any advisory fee paid by the client to CA, Inc., clients indirectly pay for the expenses and advisory fees charged by the funds in which their assets are invested, transaction fees, which
vary among different funds, may be charged to the investor/shareholder, therefore, even with no-load mutual funds, clients will still pay management fees
 
Management or operating expenses may be passed on to the investor or shareholder by the investment fund and vary from fund to fund.  Further, sales load charge or and other “indirect” fees and expenses charged by the fund or funds in which they are invested.  At the time the client invests into a mutual fund(s), a prospectus for the fund, published and provided by the investment custodian, is given to the client.  The prospectus contains the fund's disclosure of its management and fee structure.
 
	Text6: Performance-Based Fees
 
Cornerstone Advisory, Inc. does not charge any performance-based fees (fees based upon a share of capital gains on or capital appreciation of the assets of a client.)
 
 
	Text7: Types of Clients
 
Cornerstone Advisory, Inc. provides advisory services and investment advice, as well as advice unrelated to securities, to individuals, high net-worth individuals, pensions and profit sharing plans, trusts, estates, charitable organizations, corporations and business entities.
 
	Text8: Methods of Analysis, Investment Strategies and Risk of Loss
 
Cornerstone Advisory, Inc. (CA, Inc.) utilizes a fundamental method of security analysis by researching financial newspapers and magazines, research materials prepared by knowledgeable and reputable investment analyzers, corporate rating services, such as Morningstar, annual reports, prospectuses as filed with the Securities and Exchange Commission, company releases, and timing services.  Investing in securities involves risk of loss that clients should be prepared to bear.
 
	Text9: Disciplinary Information
 
Registered Investment Advisers are required to disclose all material facts regarding any legal or disciplinary events that would be material to your evaluation of Cornerstone Advisory, Inc. (CA, Inc.) or the integrity CA, Inc.'s management.  CA, Inc. has no information applicable to this item.
 
	Text10: Other Financial Industry Activities and Affiliations
 
The principal of Cornerstone Advisory, Inc. (CA, Inc.) is registered representative of The O. N. Equity Sales Company (ONESCO) and ONESCO is a broker-dealer registered with the Financial Industry Regulatory Authority (FINRA).  ONESCO is wholly independent and otherwise unaffiliated with CA, Inc. and does not supervise the advisory services of CA, Inc. nor does ONESCO have any responsibility for the advisory services provided by CA, Inc. to its clients. 
 
Cornerstone Advisory, Inc. (CA, Inc.) is actively engaged in other business activities beyond providing investment advice, which are, on occasion, included with total advisory services provided to clients, such as the sale of insurance related products.  CA, Inc. has also developed affiliations with the following entities for noted purposes:
 
Advantage Business Brokers  - CA, Inc. entered into this affiliation in order to facilitate the connection of a potential client who desires to either buy a business or sell their business.  CA, Inc. also assists clients with the process by answering questions as may arise from a potential client buyer or seller.
 
Martin & Associates Investment Advisory Services  - CA, Inc. established this affiliation in order to direct appropriate clients to this entity for their specialized investment services of fee-based management accounts, which is not provided by CA, Inc.  CA, Inc. serves the client only to assist them in their relationship with this entity.
 
Kingsley Group  - CA, Inc. aligned with this entity in order to facilitate the connection of a potential client who desires to either buy a business or sell their business.  CA, Inc. also assists clients with the process by answering questions as may arise from a potential client buyer or seller.
 
On an as needed basis, CA, Inc. does refer clients to other professionals such as attorneys for legal advice or accountants for tax advice or other related matters, CA, Inc. nor its principals or employees are affiliated with any law or accounting firm.
 
	Text11: Code of Ethics
 
Cornerstone Advisory, Inc. (CA, Inc.) has adopted a Code of Ethics for all supervised persons of the firm describing its high standard of business conduct, and fiduciary duty to its clients.  The Code of Ethics includes provisions relating to the confidentiality of client information, a prohibition on insider trading, a prohibition of rumor mongering, restrictions on the acceptance of significant gifts and the reporting of certain gifts and business entertainment items, and personal securities trading procedures, among other 
 
 
7
things.  All supervised persons at CA, Inc. must acknowledge the terms of the Code of Ethics annually, or as amended.
 
The Code of Ethics is designed to assure that the personal securities transactions, activities, and interests of the employees of CA, Inc. will not interfere with (i) making decisions in the best interest of advisory clients and (ii) implementing such decisions while, at the same time, allowing employees to invest for their own accounts. Under the Code certain classes of securities have been designated as exempt transactions, based upon a determination that these would materially not interfere with the best interest of CA, Inc.'s clients. In addition, the Code requires pre-clearance of many transactions, and restricts trading in close proximity to client trading activity. Employee trading is continually monitored under the Code of Ethics, and to reasonably prevent conflicts of interest between CA, Inc. and its clients.  
 
CA, Inc.'s clients or prospective clients may request a copy of the firm's Code of Ethics by contacting Christopher S. Clayton.
 
	Text12: Brokerage Practices
 
Cornerstone Advisory, Inc. (CA, Inc.) periodically reviews transactions of its clients to verify the quality of the execution by the primary broker-dealer through whom CA, Inc. submits client requested transactions, The O. N. Equity Sales Company (ONESCO).  This periodic review ensures that the best execution, along with transactions costs, if any, are in the best interests of the clients of CA, Inc.
 
CA, Inc. does not receive any research or brokerage products (known as “soft dollar” benefits) as a result of submitting client transactions through its broker-dealer, ONESCO or Pershing in exchange for directing commissionable transactions to those broker-dealers.
 
	Text13: Review of Accounts
 
Cornerstone Advisory, Inc. (CA, Inc.), as it provides financial advisory services to its clients, reviews client accounts no less frequently than annually.  In the event of changes in a client's financial situation, the client's accounts are reviewed in order to update the financial plan for the client.
 
	Text14: Client Referrals and Other Compensation
 
Cornerstone Advisory, Inc. (CA, Inc.) receives from clients, without any compensation, referrals of family members, friends, and colleagues whom the client believes will benefit from the advisory services of CA, Inc.  
 
CA, Inc. does not enter into any third party marketing arrangement and, therefore, does not pay any referral fees to person or entities that refer clients to CA, Inc.
 
	Text15: Custody
 
Clients should receive at least quarterly statements from the broker-dealer, bank, or other qualified custodian that holds and maintains client's investment assets.  Cornerstone Advisory, Inc. (CA, Inc.) urges you to carefully review such statements and compare such official custodial records any account information that CA, Inc. may provide to you.
 
	Text16: Investment Discretion
 
Cornerstone Advisory, Inc. (CA, Inc.) usually received discretionary authority from the client at the outset of an advisory relationship to select the identity and amount of securities to be bought or sold.  In all cases, however, such discretion is to be exercised in a manner consistent with the state investment objectives for the particular client account.
 
When selecting securities and determining amounts, CA, Inc. observes the investment policies, limitations, and restrictions of the clients for which it advises.  For registered investment companies, CA, Inc.'s authority to trade securities may also be limited by certain federal securities and tax laws that require diversification of investments and favor the holding of investments once made.
 
Investment guidelines and restrictions must be provided to CA., Inc in writing.
 
	Text17: Voting Client Securities
 
Cornerstone Advisory, Inc. (CA, Inc.) does not have any authority to and does not vote proxies on behalf of advisory clients.  Clients retain the responsibility for receiving and voting proxies for any and all securities maintained in client portfolios.  CA, Inc. may provide advice to clients regarding the clients' voting of proxies.
 
	Text18: Financial Information
 
Cornerstone Advisory, Inc. (CA, Inc.) does not collect, of any kind, investment management fees from any client.  CA, Inc. receives from a client, at the time the advisory services agreement is executed, the one-time advisory services fee.  This fee covers advisory services provided to the client for the lifetime of the agreement.
 
	Text19: Requirements for State Registered Advisers
 
Cornerstone Advisory, Inc. (CA, Inc.) provides advisory services and advice to its clients through the service of its principal, Christopher S. Clayton.  
 
Christopher S. Clayton
 
     Date of Birth: 28 September 1961
 
     Education: University of New Orleans, B.A. in Political Science
 
     Business:  Pre-August 2002  - 
   Gilsbar, Inc. (1995-2002)
   Walnut Street Securities Registered Rep (1997-2002)
   Cornerstone Consulting, Inc., President (1995-Present)
 
   Post August 2002  - 
   Cornerstone Consulting, Inc., President (1995-Present) 
   The O. N. Equity Sales Co. Registered Rep (2002-Present)
 
     Disciplinary History:
 
 Christopher S. Clayton has no reportable professional disciplinary disclosures.
 
     Other Financial Industry Affiliations:
 
Mr. Clayton is a registered representative of The O. N. Equity Sales Company (ONESCO) and as such, offers securities to his clients through the various companies that have the selling agreements with ONESCO.   Beyond the investment advice offered by CA, Inc., Mr. Clayton also sells life insurance products through a variety of companies, a list of which is available at the Louisiana Department of Insurance website under his producer information, see www.ldi.la.gov.  Approximately 33% of Mr. Clayton's time relates to his securities related advice and the remainder of his time is involved with general financial planning advice concerning non-securities related matters.
 


