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This brochure provides information about the qualifications and business 

practices of H. M. Payson & Co.  If you have any questions about the contents of 

this brochure, please contact us at (207) 772-3761 or info@hmpayson.com.  The 

information in this brochure has not been approved or verified by the United 

States Securities and Exchange Commission or by any state securities authority.  

H. M. Payson & Co. is a registered investment adviser.  Registration of an 
Investment Adviser does not imply any level of skill or training.  The oral and 
written communications of an Adviser provide you with information about which 
you determine to hire or retain an Adviser. 

Additional information about H. M. Payson & Co. is also available on the SEC’s 

website at www.adviserinfo.sec.gov 

 

 
  

http://www.adviserinfo.sec.gov/
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Item 2 - Material Changes 
 

H.M. Payson & Co. remains committed to providing clients with material changes involving its 

business and management personnel. The Firm has not undergone any significant changes since 

our last brochure was published on March 31, 2011.   

We will provide you with our current brochure at any time, without charge.  To request a copy, 

please contact Kevin J. Manning, Chief Compliance Officer at (207) 772-3761 or 

kjm@hmpayson.com.  Our brochure is also available on our web site at www.hmpayson.com. 

Additional information about H.M. Payson & Co. is available via the SEC’s web site 

www.adviserinfo.sec.gov.  The SEC’s web site also provides information about any persons 

affiliated with H.M. Payson & Co. who are registered investment adviser representatives of H.M. 

Payson & Co. 
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Item 4 – Advisory Business 

A. H.M. Payson & Co. is one of the oldest independent investment firms in the United States 

operating under its original name.  Founded in 1854 by Portland businessman Henry 

Martyn Payson, the firm originally specialized in financing public water companies, and 

became nationally known as an underwriter of America’s growing infrastructure.  Since that 

time, our role has evolved to meet the changing needs of the clients we serve.  Today, 

investment advisory and trust services are our exclusive focus.  To individuals and families, 

we offer comprehensive wealth management solutions; to institutions, we bring in depth 

management and investment policy guidance.  Through the years, our steadfast commitment 

to the judicious stewardship of our clients’ assets has remained unchanged. 

 

A partnership until incorporated in 1987, the firm is currently owned by ten employees who 

serve as Managing Directors.  As a non-depository state-chartered trust company and SEC 

Registered Investment Adviser, H.M. Payson & Co. (the Firm) provides investment advisory, 

trust and wealth management services to a wide variety of individuals, trusts, endowments, 

foundations and retirement plans.  We currently manage approximately $1.8 billion in client 

assets. The majority of these assets are held with Reliance Trust Company of Atlanta, 

Georgia, a federally regulated trust company.  The Firm also provides investment advisory 

services to clients who utilize qualified custodians other than Reliance Trust Company. 

 

B. We provide active management of equity and fixed income portfolios.  We construct 

diversified portfolios with individual common stocks, including foreign companies trading as 

American Depository Receipts, mutual and exchange traded funds, individual bonds and 

other fixed income securities, and money market funds.   

 

For many accounts with market values generally less than $400,000, the Firm provides 

active management through a selection of mutual funds and exchange traded funds, with 

allocations designed to address one of several investment objectives.  The allocations are 

actively managed by the Firm’s Research Department and portfolios are rebalanced 

regularly to reflect the Firm’s current investment outlook and highest conviction ideas.   

 

The Firm acts as an adviser to the Payson Total Return Fund (Ticker Symbol PBFDX). The 

Payson Total Return Fund is an open end mutual fund offered as a series of Forum Funds 

Trust, a Delaware Trust registered with the SEC as an Investment Company. 

 

The Firm provides wealth management services to its investment advisory and trust clients.  

These services include trust, tax, financial and estate planning.  

 

C. The Firm does not participate in wrap fee programs. 

 

D. As of February 29, 2012, the Firm managed approximately $1.8 billion of client assets.  Of 

this amount, approximately $1.7 billion was under discretionary management with the 

balance under non-discretionary management.  
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Item 5 – Fees and Compensation 

A. The Firm manages client portfolios for a fee based upon the market value of the assets.  Fees 

are computed as a percentage of the market value of the assets under management and 

include cash, cash equivalents, money market funds or other mutual funds and are assessed 

monthly in arrears.  Below is our current fee schedule: 

  

Annual Fees:   1.00% (.010) on first $1,000,000 Market Value  

                          .60% (.006) on second $1,000,000 Market Value                

                          .40% (.004) on $2,000,000 to $5,000,000 Market Value   

                    .30% (.003) over $5,000,000 Market Value 

 

Related accounts within a household or belonging to the same "Client Service Unit" (CSU) 

may be consolidated for fee calculation purposes.  The annual minimum fee for each CSU is 

$4,000 and the annual minimum fee for any single account within a CSU is $500.  Certain 

long standing accounts may be grandfathered at a lower fee rate which was applicable at the 

time the account was opened. Certain fee exceptions may also exist or be granted based upon 

extenuating circumstances specific to each client. Qualified charitable organizations are 

typically accorded a 20% discount off the fee schedule. Accounts in the Managed Allocation 

Portfolio Service (MAPS) program are assessed the same fees as regular investment advisory 

accounts, except that the annual minimum fee per CSU is $2,000.  Any request by a client or 

portfolio manager for a fee exception must be presented to and approved by the Firm’s Fee 

Exception Committee. 

  

B. For clients for whom we also serve as custodian, we deduct fees directly from the client 

account.  The Firm can bill clients separately for qualified accounts such as IRA’s or pension 

accounts to limit the effect on the reduction of their tax exempt assets.  Advisory accounts 

that utilize other custodians are billed separately.  Fees are charged monthly in arrears and 

are based upon end of month market value. Accounts opened or closed during the month are 

charged on a pro-rata basis.   

 

C. For client accounts in which the Firm acts in the capacity of Trustee, the fee table is 

illustrated below and includes respective trust administration fees.  

  First $1,000,000              1.30% 

  Next $1,000,000              .90% 

  $2,000,000-$5,000,000  .50% 

                    Above $5,000,000    .40% 

   

Grantor Trusts are charged advisory rates plus 0.10% for the lifetime of the grantor.                          

 

Individual Retirement Accounts (IRAs) are charged advisory rates plus a $200 annual 

administration fee. 

 

Annual Minimum:  $4,000 
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For clients who are seeking a full wealth management review, the fee is $3,000 for the initial 

review and plan, and $1,000 for annual updates.  These fees may be waived for certain 

clients at the discretion of the Firm.    

 

The Firm’s fees are exclusive of brokerage commissions, transaction fees, and other related 

costs and expenses which shall be incurred by the client.  Clients may incur certain charges 

imposed by custodians, brokers, and other third parties.  Such charges, fees and 

commissions are exclusive of and in addition to the Firm’s fee, and the Firm shall not receive 

any portion of these commissions, fees, and costs.  Mutual funds and exchange traded funds 

also charge internal management fees, which are disclosed in a fund’s prospectus.  With the 

exception of the Payson Total Return Fund, mutual funds and exchange traded funds in a 

portfolio are included in the market value for the determination of the Firm’s advisory fee.  

An investment advisory relationship may be terminated by the client at any time by giving 

written notice to the Firm.  Accounts closed during the month are charged on a pro-rata 

basis.  

 

D. The Firm and its supervised persons do not accept compensation for the sale of securities or 

other investment products.  The Firm acts as the adviser to the Payson Total Return Fund 

(Ticker Symbol PBFDX) for which it receives a separate management fee.  The market value 

of the Payson Total Return Fund held in any advisory or trust client account is excluded 

from the client’s total fee calculation to avoid duplicate fees. 

 

E. The Firm also provides custodial services to clients who maintain non-managed investment 

portfolios.  Transactions are executed per the direction of the client.  The Firm assesses a flat 

annualized fee rate of 0.25% of assets for such accounts, subject to an annual minimum of 

$500.  Certain fee exceptions may exist or be granted based upon extenuating circumstances 

specific to each client.  Higher transactional costs may apply to clients with non-managed 

account relationships. 

Item 6 – Performance-Based Fees & Side By Side Management 

The Firm does not charge any performance-based fees (fees based on a share of capital gains or 

capital appreciation of the assets of a client).   Accordingly, any conflicts normally presented by 

side by side management of accounts do not apply to those services rendered by the Firm. 

Item 7 – Types of Clients 

The Firm provides investment advice to individuals including high net worth individuals, 

institutions, investment companies, pension & profit sharing plans, trusts, estates, foundations, 

charitable organizations, municipalities, and various corporate and business entities.  The Firm 

does not have any specific requirements for opening or maintaining an account. However, the 

Firm does reserve the right to negotiate such terms depending upon the circumstances 

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

At H.M. Payson & Co., skilled investment management is the cornerstone of our work.  

Recognizing the importance of an unbiased perspective, we maintain an extensive independent 

research effort that brings meaningful value to the management of client assets. 

The research department is comprised of six portfolio manager/analysts, each of whom holds 

the designation of Chartered Financial Analyst (CFA).  Each individual is assigned to one or 

more market sectors for primary coverage, but the entire team meets several times each week to 

discuss portfolio strategy and security selection. 

Utilizing a wide range of external resources and an array of proprietary investment models, our 

analysts screen a large universe of companies for desirable investment characteristics.  Once the 

field of potential candidates is narrowed through this quantitative process, the analyst performs 

a more thorough fundamental review of each company's competitive position, financial 

strength, and management qualities.  Companies proposed for inclusion on our working list are 

reviewed and discussed by the group before acceptance. 

The Firm, from time to time, may employ conservative option strategies in an effort to 

supplement client portfolio income and/or reduce downside risk.  Strategies utilized may 

include writing covered calls on securities held in client accounts to generate additional income, 

purchasing puts to provide downside protection for certain portfolio positions, and a 

combination of the two positions that creates a collar strategy.  It is the policy of H.M. Payson to 

employ option strategies only after communicating the strategies directly with the client, 

including delivering a written disclosure to the client.  

Options are derivative instruments, whose return are based upon the return of some other 

underlying assets.  The prices of options may be highly volatile, with the value potentially 

changing rapidly due to changes in the value of the underlying asset and the time to expiration 

of the specific options contract.  Options values are also affected by other factors including 

interest rates, changing supply and demand relationships, government policies, national and 

international economic and political events.  The cost of options is related, in part, to the 

volatility of the underlying asset and therefore options on more highly volatile assets may be 

more expensive than options on assets with lower volatility.  

In fixed income portfolios, we seek value in all sectors of the market, from U.S. Treasuries and 

sovereign debt to domestic, corporate and mortgage issuers.  We monitor and adjust portfolio 

duration to take advantage of the prevailing level and anticipated changes in interest rates. 

Although our focus has historically been centered in the domestic equity and fixed income 

markets, we have expanded our investment universe in recent years to include a broader range 

of asset classes.  Through exchange traded index funds we are able to provide our clients with 

low-cost, diversified exposure to a wide variety of sub-asset classes such as foreign equities, real 

estate, high yield bonds, and commodities.  Exchange traded funds also allow for the execution 

of specific value-added trading strategies, including “short” positions on particular asset classes, 

within investment policy parameters. 

Systematic portfolio management is accomplished through the use of various models. The 

models are managed by the research department and the portfolio management group, and in 
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turn, model changes are systematically implemented in client portfolios following the model.  

Under no circumstance is preferential treatment given to the Payson Total Return Fund or to 

the client portfolios that follow the Firm’s models.  Additionally, the Firm makes a reasonable 

effort to aggregate security purchases across a range of the Firm’s accounts in an effort to attain 

more favorable executions. 

The fundamental risk of investing in securities is the risk that the value of the security might 

decrease.  Common stock values fluctuate in response to activities of an individual company or 

in response to general market, economic, political, and other conditions. A covered call position 

limits upside potential and carries the additional risk that the holder may be forced to sell the 

underlying security at a below market price.  The market value of interest-bearing fixed income 

securities will be affected by changes in interest rates.  Changes in the ability of an issuer to 

make payments of interest and principal and in the markets’ perception of an issuer’s 

creditworthiness will also affect the market value of fixed income securities.  The Firm seeks to 

minimize portfolio risk through diversification and prudent portfolio management.  However, it 

is impossible to eliminate the fundamental risk of securities declining in value, and investors in 

financial securities must be willing to accept the risks of the stock and fixed income markets. 

Item 9 – Disciplinary Information 

Registered investment advisers are required to disclose all material facts regarding any legal or 

disciplinary events that would be material to ones evaluation of the Firm or the integrity of the 

Firm’s management.  H.M. Payson & Co. has no disciplinary information to disclose.  

Item 10 – Other Financial Industry Activities and Affiliations 

The Firm is a state chartered non-depository trust company subject to regulation by the Maine 

Bureau of Financial Institutions.  The Firm is obligated to maintain minimum capital 

requirements of the larger of $1.4 million or varying percentages of assets under management.  

As of December 31, 2011, the required minimum capital was $1,837,853 and the Firm’s 

qualifying capital was $ 2,148,869. 

As previously mentioned throughout this brochure, the Firm serves as an investment adviser to 

the Payson Total Return Fund, a diversified series of mutual funds managed by the Forum 

Funds Trust. In consideration for its services, the Firm is compensated on a fee basis. To the 

extent that such an arrangement is deemed to create a conflict of interest, the Firm has 

implemented a Code of Ethics which requires firm personnel to uphold and adhere-to the 

highest standards of ethical conduct. For further information about the Code, please see Item 11 

as follows. 

Item 11 – Code of Ethics, Participation or Interest in Client Transactions, and 

Personal Trading 

In accordance with SEC Rule 204A-1, H.M. Payson & Co. 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 compliance with laws, 

protection of non-public information, personal securities ownership and transactions, initial 

public offerings and private placements, and other potential conflicts of interest to which the 

Firm or its employees may be subjected.  Additionally, in accordance with SEC Rule 17J-1 under 
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the Investment Company Act, the Board has adopted the same Code of Ethics with respect to its 

services as Registered Investment Adviser to the Payson Total Return Fund.  All supervised 

persons of the Firm must acknowledge the terms of the Code of Ethics annually, or as amended. 

A copy of the Firm's Code of Ethics is available upon request and may be obtained by contacting 

a member of the Firm's compliance staff. 

Item 12 – Brokerage Practices 

A. The Firm understands that trading practices can present potential conflicts of interest for 

our advisory personnel.  We have created policies and procedures in an attempt to mitigate 

these risks and protect our clients from trading practices that may harm, adversely impact, 

or treat them unfairly in any way.  The policies and procedures address: best execution, soft 

dollars, client directed brokerage, crossing transactions, and aggregation and allocation of 

trades.   

 

The Firm has a fiduciary obligation to obtain best execution by seeking the most favorable 

terms reasonably available under the circumstances for the execution of our clients’ 

securities transactions.  The Firm must execute securities transactions for clients in such a 

manner that the clients’ total cost or proceeds in each transaction is the most favorable 

under the circumstances.  We consider the full range and quality of a broker’s services in 

placing brokerage including, among other things, commission rate, the value of client 

services provided as well as execution capability, financial responsibility, and responsiveness 

to the Firm.  The determinative factor is not always the lowest possible commission cost, but 

whether the transaction represents the best qualitative execution for the managed account. 

 

B. On behalf of its clients, the Firm has negotiated a commission rate of one cent per share that 

is charged by the institutional equity brokers the Firm has selected.  The Firm may receive 

research or services other than execution from the equity or fixed income institutional 

broker dealers, but in no instances are client transactions charged equity commissions in 

excess of one cent per share, and all fixed income transactions are executed at a net price (no 

markup).  The Firm has not entered into any contract or agreement with any institutional 

broker that provides incentive to the Firm to execute transactions with that broker.  Equity 

trades will typically incur a ticket charge which is determined by the custodian.  To the 

extent the Firm receives research and/or other services from a broker-dealer, client accounts 

do not incur any additional expenses as a result of this arrangement.  Traditionally known as 

a “soft dollar” arrangement, the Firm will receive such services as a result of the client 

broker-dealer relationship.  

 

C. Clients may elect to use an alternative custodian and broker.  In such cases, the client is 

advised that higher commissions may result than those that could be obtained from the 

Firm.  Additionally, if a client chooses to execute brokerage transactions through other 

firms, it is possible that less favorable execution may occur, and the client may lose potential 

benefits from aggregated transactions or wider security selection that might be obtained 

from institutional broker-dealers. 

 

D. At the sole discretion of the Firm, aggregate purchases or sales of the same security, 

instrument or obligation may be transacted on the same day for multiple accounts of one or 

more of the Firm's clients.  Although such aggregations potentially could be either 
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advantageous or disadvantageous to any one or more particular accounts, they will be 

affected only when the Firm believes that to do so will be in the best interest of the affected 

accounts.  When transactions are so aggregated the actual prices applicable to the 

aggregation transaction will be averaged, and each client account participating in the 

aggregated transaction will be deemed to have purchased or sold its share of the security, 

instrument or obligation at the average price.  If a partial execution is attained at the end of 

the trading day, the Firm will generally allocate shares on a pro rata basis, but may fill small 

orders entirely before applying the pro rata allocation. 

Item 13 – Review of Accounts 

The Portfolio Manager assigned to the portfolios regularly review accounts based on several 

factors that would include; the client’s policy statement, the Firm’s economic outlook, 

investment strategy, and any changes that may result from client meetings.  In addition to these 

standard reviews, a member of the "Portfolio Management Group" reviews the investment 

advisory and trust portfolios. The objective of the group is to review all managed portfolios at 

least once each calendar year. The group reviews portfolios for compliance with Firm 

investment policy, compliance with client investment objectives and constraints, and adherence 

to prudent portfolio management practices.  This group is comprised of senior portfolio 

managers and the Firm's Chief Compliance Officer.  

Clients will receive monthly/quarterly account statements from Reliance Trust and/or other 

qualified custodians.  The frequency of delivery will depend on level of activity in client’s 

account.  Other reporting may be prepared by the Firm or prepared for the Firm (by other 

vendors) on an occasional basis.  Clients are strongly encouraged to review any and all 

statements and or reports for a full understanding of the terms, conditions, and values therein. 

Questions and/or concerns regarding these materials may be addressed directly with firm 

personnel. 

Item 14 – Client Referrals and Other Compensation 

The Firm does on occasion pay referral fees to unaffiliated third party solicitors who refer clients 

to the Firm. The referral fee paid to a solicitor is a predefined percentage of the investment 

advisory fee charged to the client, and is for a predefined period of time.  The clients' investment 

advisory fees are never increased as a result of this arrangement, as the Firm pays a portion of 

the investment advisory fee received from the client to the solicitor.  Whenever such an 

arrangement exists, it is in writing between the Firm and the solicitor and is properly disclosed 

to the prospective client when solicitation activities occur. 

Item 15 – Custody 

For clients selecting the Firm as custodian, the custody of assets, income collection, trust 

accounting, and transactional services are provided through an outsourcing relationship 

between the Firm and Reliance Trust Company of Atlanta, Georgia.  Reliance Trust Company 

was formed in the mid-1970s and provides trust, custody, and investment management 

fiduciary services on a direct basis to corporations including banks, trust companies, investment 

advisers, as well as to individuals.  It is one of the largest employee-owned trust companies in 

the United States with clients in almost all 50 states. 
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Investment advisory clients may select other firms to serve as custodian and as securities 

broker.  In such situations, fees charged by the selected custodian for custody and other services 

may be more or less than those charged by the Firm.  Clients will receive statements on a 

quarterly or more frequent basis from the broker dealer, bank or other qualified custodian that 

holds and maintains client’s investment assets.  The Firm recommends that such clients 

carefully review statements and compare such official custodial records to the account 

statements that the Firm may provide to you.  Our statements may vary from custodial 

statements based on accounting procedures, reporting dates, or valuation methodologies of 

certain securities. 

Item 16 – Investment Discretion 

The Firm usually receives discretionary authority from the client at the outset of an advisory 

relationship to select the identity and amount of securities to be bought and sold, the broker-

dealer and/or qualified custodian to be utilized, and the value of certain commission rates paid 

to same.  In all cases, however, such discretion is to be exercised in a manner consistent with the 

stated investment objectives for the particular client account.  When selecting securities and 

determining amounts, the Firm observes the investment policies, limitations and restrictions of 

the clients for which it advises.  For registered investment companies, the Firm’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.  Clients may 

impose certain limitations or restrictions on the discretionary investment authority granted to 

the Firm. 

Item 17 – Voting Client Securities 

A. The Firm has adopted and implemented policies and procedures that we believe are 

reasonably designed to ensure that proxies are voted in the best interest of our clients, in 

accordance with our fiduciary duties and SEC Rule 206(4)-6 under the Investment Advisers 

Act of 1940.  Our standard client agreements delegate to the Firm the authority to vote 

proxies received from issuers whose securities are held by clients of the Firm.  Additionally, 

certain investment advisory clients, for whom the Firm does not provide custody, delegate 

the Firm to vote proxies received from issuers whose securities are held by these clients.  

Included in the latter category is the Payson Total Return Fund which is managed by the 

Firm with custody at Union Bank.  

 

The Firm has the ability through its various custodians and proxy voting services to allow 

clients to give individual voting instructions.  This can be established on an account by 

account basis so that client will receive proxies directly, or done on a specific issue.  

Instructions on a specific issue can be delivered from the client to their portfolio manager, 

who will ensure that their shares are voted accordingly. 

 

B. The Firm recognizes that under certain circumstances we may have a conflict of interest in 

voting proxies on behalf of our clients.  A conflict of interest is defined as any circumstance 

when the Firm, (including officers, directors and employees) knowingly does business with, 

receives compensation from, or is a board member of a particular issuer or related entity.  

This relationship may create a conflict of interest between the Firm's interests and those of 

client shareholders in how proxies of that issuer are voted.  The Firm has informed its 
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employees that they are under an obligation to be aware of potential conflicts of interest on 

the part of the Firm with respect to voting proxies on behalf of our clients due to an 

employee's personal relationships, and circumstances that may arise during the conduct of 

the Firm's business.  Employees are required to immediately notify our Chief Compliance 

Officer of any actual or potential conflicts of interest.  

 

Clients may request a copy of our proxy voting policies and procedures including 

information about a specific proxy vote by calling any member of the Compliance 

Department of the Firm. 

Item 18 – Financial Information 

We do not believe the Firm has any financial obligations or issues that might impair its ability to 

meet its contractual and fiduciary commitments to its clients.   

 

 

 


