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This brochure provides important information about the qualifications and business practices of USA Financial Portformulas 
Corporation (“Portformulas”).  If you have questions about the contents of this brochure, please contact our compliance 
department at (800)869-5994.  The information contained in this document has not been approved or verified by the United 
States Securities and Exchange Commission (‘SEC”) or by any state securities authority. This brochure was last revised on May 
6, 2015.

Additional information about Portformulas is also available on the SEC’s website at www.adviserinfo.sec.gov.

Please consider carefully before becoming a client. Portformulas is an SEC-registered investment adviser, SEC File No. 801-
67442. SEC registration does not imply a certain level of skill or training.

Portformulas also participates in a Wrap-Fee Program.  Please see our WRAP-FEE BROCHURE 
(also referred to as ADV 2A, Appendix 1) for additional information.

6020 E Fulton St. • Ada, MI 49301
800-869-5994 • Fax: 888-869-9411 • www.Portformulas.com • admin@portformulas.com
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ITEM 2: MATERIAL CHANGES 
Portformulas’ previous brochure update was March 30, 2015.  Since then, we have lowered our fees (effective July 1, 2015), as 
depicted in our fee schedule, below. Please see Item 5. Please read the remainder of this brochure for important updates and 
disclosures related to these arrangements. 

You may request a copy of our Brochure by contacting the compliance department at (800)869-5994.

Additional information about our firm is also available via the SEC’s web site www.adviserinfo.sec.gov. The SEC’s web site also 
provides information about any individuals affiliated with us who are registered, or are required to be registered, as investment 
adviser representatives of the firm.
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ITEM 4: ADVISORY BUSINESS

Services 
USA Financial Portformulas Corporation (“Portformulas”) is a registered investment adviser with the Securities and Exchange 
Commission (“SEC”).  We provide investment portfolio advice and supervisory services. We formed our business in 2007, with 
the primary objective of eliminating human emotion from the investing process. Portformulas is a wholly-owned subsidiary of 
USA Financial Corporation (“USA Financial”). USA Financial is owned by Michael Walters and Brent Enders.  

Our firm only manages client accounts on a discretionary basis. As of March 30, 2015, Portformulas had assets under management 
of $363,562,398. We connect with our clients through solicitors. Typically, our solicitors are associated with brokerage firms, as 
registered representatives, and/or other investment advisers, as investment adviser representatives. 

Our portfolios are called “Portformulas.” Each Portformula is different, and you should choose the Portformula that best suits 
your investment goals and objectives. It is important for you to understand that we do not tailor our investment advice to the 
needs of each particular client and our investment advice is limited to the accounts on our platform. We will not give investment 
advice on other products or other accounts you own.  

As previously mentioned, Portformulas’ primary objective is to eliminate human emotion from the investing process. We do this by 
using a step-by-step, objective stock-selection process. We do not use money managers.  We develop the stock selection criteria 
based on a particular portfolio’s objective, and then a formula selects only those equities that meet the qualification criteria, e.g., 
the stocks must have a specific price-per-earnings ratio or the stocks must be issued by a large cap company. Therefore, because 
of the nature of Portformulas, you cannot place certain restrictions on your account. For example, each Portformula model will hold 
only those equities that meet the qualification criteria. This also means that we will not intervene in the event of market fluctuations. 
However, you may place other, reasonable restrictions on your account.

Custodians

A custodian is a financial institution that has the ability to maintain possession of client funds or securities, or has the ability 
to withdraw funds or securities from a client’s account. Portformulas does not perform these services, i.e., we do not retain 
possession of any funds or securities deposited into your Portformulas account and we do not have the ability to withdraw funds or 
securities from your account. We utilize two institutional custodians: TD (“TD”) and Trust Company of America (“TCA”). Clients are 
permitted to choose which custodian they want to use and can have accounts at more than one custodian, if they choose. 

Portformulas also has the ability to serve as a sub-adviser for Pershing accounts. Pershing is a clearing firm and custodian utilized 
by Portformulas’ affiliate, USA Financial Securities Corporation. Please see Other Industry Activities and Affiliations for additional 
details regarding this arrangement.

Portformulas Accounts

We offer a number of different portfolio options – each one designed with a specific investment goal. For example, our Freedom 
SP500 Portformula aims to capture the best performers listed on the S&P 500. The Freedom SP500 potential selection pool is any 
stock that is listed on the S&P 500. From there, the Portformula narrows down the stocks based on a number of specific criteria, 
eventually buying only those stocks that meet the criteria.   

As referenced above, each Portformula’s criteria will dictate not only which investments to purchase, but how long each investment 
should be held, and when the investments will be sold because they no longer meet the investment criteria. Based upon each 
specific Portformula’s investment criteria, it may be possible that no holdings will qualify for the Portformula during a given period 
of time. This may result in an account maintaining a full money-market or institutional-bond position, but generally only for a limited 
period of time.
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TCA accounts are established with a minimum 2 percent cash position while TD accounts and Pershing accounts are established 
with a minimum 0.75 percent cash position. The remaining percentage is fully invested in the Portformula’s holdings. You will 
always be able to identify your account’s holdings. Your account holdings are updated, as necessary, by reapplying the formula 
and rebalancing the account to achieve original asset allocations. Detailed information regarding your Portformula’s selection 
criteria and rebalancing schedule can be found in the Portformula’s hypothetical.  

If you decide to remove your funds from a Portformula or, if you do not wish to participate in market fluctuations, you may direct 
us to place your funds in our money market account. However, we do not recommend this as a long-term strategy because you will 
be charged the standard account fees while your funds are sitting in the money market account. 

It is possible that, in the future, we may decide to change a Portformula’s investment selection criteria based on economic research 
or other compelling considerations.

Investment Discretion

As referenced in the section Advisory Business, above, Portformulas exercises investment discretion on all of its accounts. 
Investment discretion occurs when an investment adviser has the ability to determine which securities should be purchased or sold 
within a client’s account. When you open an account with Portformulas you sign our Investment Management Agreement, which 
grants our firm limited discretionary authority. Pursuant to this limited discretionary authority, we are permitted to rebalance your 
account based on your Portformula’s criteria and reapply your selected asset allocations, without first obtaining your consent.

Because portfolio holdings are selected based on a formulaic process and trading is done on an omnibus or block level, you will 
not be able to instruct us to buy or sell specific securities within your account.

Wrap-Fee Program

Portformulas also participates in a Wrap-Fee Program.  Please see our WRAP-FEE BROCHURE (also referred to as ADV 2A, 
Appendix 1) for additional information.

Portfolio Manager Information 

Client Information Provided to Portfolio Managers

Portformulas does not utilize traditional money managers, i.e., a single person who makes decisions as to a model’s holdings.  
When Portformulas opens your account, we allocate your assets to the specific Portformula or Portformulas you selected.  
From there, the Portformula chooses holdings based on the objective, investment selection criteria. Portformulas’ advice is 
impersonal – we keep human emotion out of the investing process.

Client Contact With Portfolio Managers

Portformulas does not utilize portfolio managers.  However, you may contact our firm at any time if you have questions 
regarding your account or Portformulas’ investment strategies.

Portfolio Manager Selection and Evaluation

As mentioned above, Portformulas does not use money managers. Our team creates and defines each Portformula’s overall 
investment objectives and the investment selection criteria.  Once the investment-selection criteria is defined, however, we 
use that criteria to determine our investment recommendations – our proprietary, formulaic process applies the investment 
selection criteria to a universe of stocks or investment.
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ITEM 5: FEES AND COMPENSATION
Fees for portfolio and supervisory services, including most transactional charges, are charged as a percentage of assets under 
management, and are calculated, accrued and due monthly in arrears. The account management fees for portfolio advice and 
supervisory services are calculated and billed, as follows:

Account management fees are based on the account’s fair market value as reported by our custodians as of the preceding 
month’s end. Our account management fees may be lower than this rate schedule, but only in limited circumstances. For 
example, in determining fees, rates, and minimums, we may aggregate related accounts and, for billing purposes, treat them 
like one account. This is done at our discretion and should not be considered the normal order of business.  We may also reduce 
fees for employees and employees’ family members. A Portformula’s maximum fee may be lower than the fees listed, however, 
none of Portformulas’ models will charge fees that exceed those referenced in the above fee schedule. Specific fee schedules, if 
different, will be provided as part of the informational documents that are generated when you select a specific Portformula or 
combination of Portformulas. 

The maximum annual fee you will pay, based on your account value, is reflected in the column labeled Combined Total Fee. The 
AUM Formula Fee is the portion of the combined total fee paid to Portformulas. The Portfolio Fee is the portion of the combined 
total fee that is paid to the solicitor. The combined total fee is calculated by adding the AUM Formula Fee, Portfolio Fee, and 
Custodial and Administrative Fee.  

TCA, TD, and Pershing handle the account billing. Each custodian bills account management fees on a monthly basis and will 
deduct the fees directly from your account. TCA, TD, and Pershing are also responsible for sending you account statements. 
Your statements will show your account value and the fee charged. TD and Pershing send statements monthly; TCA sends 
statements quarterly. You may object to the fee deduction by notifying us at the address or telephone number shown on 
each billing invoice or by notifying your custodian. Please keep in mind that in addition to the quarterly paper statements you 
receive, you also have 24-hour online access to your account and statements. Please review your account statements carefully 
and contact us if you have questions.

All clients may incur regulatory fees charged by the SEC to the sellers of equity securities that are exchange traded, and charges 
for other account services provided not directly related to the execution and clearing of transactions, including, but not limited 
to, IRA custodial fees, safekeeping fees, and fees for transfers of securities. Adviser’s Fee also does not include certain costs or 
charges imposed by third parties, including odd-lot differentials, exchanges fees, and transfer taxes mandated by law.  Also, the 
Custodian may impose additional charges for special services elected by Client, including without limitation periodic distribution 
fees, electronic fund and wire transfer fees, certificate delivery fees, and reorganization fees.

Account Value AUM Formula Fee Portfolio Fee
Custody and 

Administrative 
Charge

Combined Total 
Fee

$35,000*	 but less than	 $500,000 1.20% 1.20% 0.25% 2.65%
$500,000	 but less than	 $1,000,000 1.08% 1.08% 0.25% 2.41%
$1,000,000	 but less than	 $2,000,000 0.96% 0.96% 0.25% 2.17%
$2,000,000	 but less than	 $3,000,000 0.84% 0.84% 0.25% 1.93%

Larger accounts may be negotiable based 
upon size.

0.84% 0.72% 0.25% 1.81%
0.84% 0.60% 0.25% 1.69%
0.84% 0.48% 0.25% 1.57%
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Share Prices, Ticket Charges and Trading Frequency 

In addition to the fees mentioned above, TCA also charges up to 1¼ cents per share for the equities purchased and sold within 
your account. This charge only applies if you custody with TCA. 

Portformulas’ standard trading session occurs on or near the first trading day of the month. We will, however, conduct weekly 
trading for new accounts so that you do not have to wait until the following month to invest. When you open your new account, 
you can instruct Portformulas to trade your account on the next available weekly trading session – if you do not select this 
option, your account will not be traded until the following month’s routine trading session. Please keep in mind that if you instruct 
Portformulas to trade your account on the first-available weekly trading session, you will pay higher transaction charges than 
clients who elect standard, monthly trading – TCA’s trading charges are a minimum of $2 per position, but could be less based 
on share volume (this does not apply to TD or Pershing). This is because all Portformulas accounts participate in monthly trading, 
therefore, the costs are shared by many accounts. The number of accounts trading on any given week will be significantly less, 
therefore, the costs will be higher. 

Occasionally, Portformulas may need to conduct corrective trading after settlement to fix account debits. TCA requires our firm to 
maintain a minimum two percent cash balance in every account. As mentioned above, Portformulas requires accounts to maintain 
a .75 percent cash position. Rarely, market fluctuations can result in an account’s cash balance dropping below the required 
threshold. If that occurs, Portformulas must execute trades proportionately in the affected accounts so that the cash balances 
are properly restored. If this occurs in your account, our correction will not alter your actual holdings, simply the number of shares 
held. You will, however, be charged additional trading costs.  

All end-of-month withdrawal or liquidation transactions conducted in the ordinary course of managing your account are typically 
executed without a ticket charge. However, should you choose to withdraw from your account mid-month, there will be transaction 
charges, potentially including ticket charges, imposed by the custodian. In addition to the ticket charge, if you custody with TCA, 
you will be required to pay up to $0.0045 cents per share on the equities in your account. The custodian will provide notice of 
these charges.

We may, from time to time, amend our fees and billing procedures. Changes will become effective after 30 days prior written 
notice. Our fees are not based on the financial performance or capital gains or losses experienced by your account. 

Portformulas’ fees are based on ongoing product development, investment criteria implementation, and account monitoring. 
Lower fees for comparable services (bundled or unbundled) may be available from other sources. However, we believe that based 
on our detailed selection criteria and significant trading volume, it would be difficult and costly to implement our investment 
strategies on your own.

ITEM 6: PERFORMANCE BASED FEES AND SIDE-BY-SIDE MANAGEMENT
Portformulas does not charge performance fees – that is, fees based on a share of capital gains or capital appreciation of the 
assets in your account. 

Side-by-side management occurs when an investment adviser manages both performance-based fee accounts non-performance 
based fee accounts at the same time. Side-by-side management can result in conflicts of interest because there is an incentive to 
direct clients to performance-based fee accounts because the firm will, most likely, receive more fees. However, because 
Portformulas does not charge performance fees, we do not engage in side-by-side management and have no conflicts of interest 
as a result.
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ITEM 7: TYPES OF CLIENTS
Portformulas provides investment advice to individuals, trusts, and corporations. Additionally, the majority of Portformulas’ 
clients are moderate to aggressive investors capable of sustaining losses in their investment accounts. Conservative, risk-averse 
clients should seriously consider the risks involved before investing with Portformulas.

Account Minimums

The firm requires a minimum account size of $35,000 for TCA and TD accounts and a $50,000 minimum for Pershing accounts. 
Exceptions may be made, solely in our discretion, based on a variety of factors, including but not limited to, prior or anticipated 
investment activity and family or employment relationships. We may also, in our discretion, aggregate related accounts in the 
same household in determining whether the account minimum has been met. Minimums may be negotiated depending on your 
personal circumstances. Furthermore, we also require that clients invest at least $15,000 in each model.

ERISA Accounts

Portformulas may have clients that are trusts governed by the Employee Retirement Income Security Act of 1974, as amended 
(“ERISA”).  We will not have any responsibility with respect to the administration of the employee benefit plan or its periodic 
reporting. We do not maintain bonding coverage described by Section 412 of ERISA because we do not have actual or 
constructive custody or possession of any client’s assets. Our Investment Management Agreement does not permit us to transfer 
assets into any person’s name or account other than your own. We believe that, under these circumstances, bonding may not be 
required based upon the nature of our services to be rendered and the limitations on our authority in the Investment Management 
Agreement, but each employee benefit plan trustee must make that determination for itself under ERISA. If there is any doubt, 
existing bonding arrangements for a plan’s trustees may provide coverage if the bonding company is advised in writing in advance 
of our investment management services. Bonding coverage is the plan trustee(s)’s responsibility, though we will try to help in any 
way we can upon your request.

ITEM 8: METHODS OF ANALYSIS, INVESTMENT STRATEGIES AND 
	      RISK OF LOSS

Methods of Analysis

As referenced above, Portformulas’ team creates and defines each Portformula’s overall investment objectives and the 
investment selection criteria. Once the investment-selection criteria is defined, however, we use that criteria to determine our 
investment recommendations – our proprietary, formulaic process applies the investment selection criteria to a universe of 
stocks or investment.

Investment Strategies

Portformulas’ investment strategies are varied. For example, our Squadron Portformula is based on a growth objective while 
the Brigade Portformula is based on a growth and value objective.  

The most important thing to understand is that Portformulas’ investment strategies generally utilize equities. Equities 
are risky and if you invest with Portformulas, you need to be able to bear the risk of loss associated with an equity-laden 
investment strategy. 
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Additionally, attempting to eliminate human intervention from the investing process carries unique risks. Our RAM Score tool 
tracks market and economic indicators to determine the risk of recession.  If the RAM Score tool detects a probable recession, 
it will move your assets out of the market.  Similarly, once the RAM Score feature detects a probable bull market, it moves 
your assets back into the market. However, there is no tool that can predict market performance with any certainty. Thus, your 
Portformula could be invested in the market during a significant decline, resulting in losses, or out of the market during a period 
of growth, causing you to miss out on market gains.  

Portformulas’ investment strategies also involve frequent trading. Accounts are traded on a monthly basis. Because we trade 
on an omnibus or blocl level, we are able to keep trading costs low, however, you may pay more in transaction costs than you 
would if we did not engage in frequent trading. Also, frequent trading can result in tax consequences. Please be sure to speak 
with a tax professional regarding any potential tax implications.

Risk of Loss

Portformulas’ investment strategies utilize securities, primarily equities. Investing in securities involves risk, including but not 
limited to, loss of principal, loss of investment gains and missed growth opportunities. Before investing you must determine 
whether you are financially capable of withstanding these losses, which could be significant.

ITEM 9: DISCIPLINARY INFORMATION
Neither Portformulas nor its owners, officers, or directors have ever been involved in a material, disciplinary action.

ITEM 10: OTHER FINANCIAL INDUSTRY ACTIVITIES AND AFFILIATIONS

Other Financial Industry Activities

Portformulas’ only business activity is operating as a registered investment adviser.

Other Financial Industry Affiliations

Portformulas is a wholly owned subsidiary of USA Financial. USA Financial also owns four other public-facing companies: USA 
Financial Insurance Services Corporation, USA Financial Securities Corporation (d/b/a/ USA Financial Asset Management), USA 
Financial Plug-N-Run Corporation, and USA Financial Media Corporation. USA Financial Insurance Services wholesales fixed 
insurance products to independent licensed agents. USA Financial Securities is an SEC-registered investment adviser and 
broker-dealer. USA Financial Plug-N-Run develops marketing and technology solutions for financial professionals. USA Financial 
Media produces radio shows and other broadcast content. 

Michael Walters is the chief executive officer of USA Financial Insurance Services, USA Financial Securities, USA Financial Plug-
N-Run, and USA Financial Media. Brent D. Enders is the president of all three companies.   

Our success depends on continued corporate and individual solicitor relationships with various broker-dealers, investment 
advisers, and banking institutions. Through these contacts, we obtain solicitors, and our relationship with solicitors is how we 
develop a client base. Additionally, we have custodial agreements with TCA and TD, and we serve as a subadviser on Pershing 
accounts. Only financial advisers registered with USA Financial Securities will have access to Portformulas’ sub-advisory services 
on Pershing accounts. This is because USA Financial Securities utilizes Pershing as its clearing firm and custodian. Allowing 
Portformulas to act as a subadviser through Pershing simply allows Pershing clients to gain access to Portformulas’ models 
without opening a separate account. We do not believe this represents a disadvantage because our non-Pershing clients will 
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have access to the same models and receive the same services as Pershing clients. Portformulas’ fees will also be the same 
across Pershing, TD, and TCA. 

Portformulas obtains many of its solicitors through USA Financial Securities. USA Financial Securities also utilizes Pershing as a 
clearing firm (for brokerage transactions) and custodian (for investment advisory transactions). We also have an expense 
sharing agreement with USA Financial Securities and USA Financial Insurance Services. Employees of Portformulas may also be 
employees of USA Financial Securities, USA Financial Insurance Services, or USA Financial Plug-N-Run. Furthermore, some of 
the solicitors of Portformulas are also registered representatives of USA Financial Securities. Therefore, Portformulas’ clients 
may also be clients of USA Financial Securities. 

TCA, TD, and Pershing also provide our firm with technical support, as well as assistance in managing our investment portfolios. 

Portformulas will recommend solicitors or other investment advisers upon request. Because Mr. Walters and Mr. Enders own 
an investment adviser, USA Financial Securities, we may recommend this firm for transactions. If you work with USA Financial 
Securities, it will result in compensation being paid to our affiliate. However, you do not have to use USA Financial Securities 
to invest with Portformulas and you will never pay more than what is stated in our fee schedule for Portformulas’ services, 
regardless of which investment adviser you use.

Additional Arrangements

Portformulas may, in its discretion, permit certain entities and/or individuals to work with Portformulas on a corporate level. 
An investor working with Portformulas on a corporate level does not utilize a solicitor. While Portformulas utilizes the same fee 
schedule for all of its clients, when a client works with Portformulas on a corporate level, we retain the entire fee – including 
the portion that would normally be paid to the solicitor. Corporate-level investing is contingent upon a number of factors, 
including, but not limited to, the value of an account’s assets under management, the investor’s industry experience or 
involvement, and the investor’s organizational structure.

ITEM 11: CODE OF ETHICS, PARTICIPATION OR INTEREST IN CLIENT 
TRANSACTIONS AND PERSONAL TRADING

Code of Ethics

Our firm, its employees and associated persons are committed to providing high quality investment guidance to our clients 
in an atmosphere that puts your interests first, in full compliance with federal and state laws and regulations. Accordingly, the 
board of directors has adopted a code of ethics pursuant to SEC Rule 204A-1. 

Our code of ethics covers our Firm, and its directors, officers, managers, employees and associated persons (“Covered 
Persons”). We have made our Code of Ethics available to all “Covered Persons.” The Code of Ethics will be provided to any 
client or prospective client upon request.

Participation in Client Transactions and Personal Trading

Our firm has its own account and many of our employees and solicitors also have individual accounts (“proprietary accounts”).  It 
is possible that our firm, our employees or our solicitors may purchase the same securities for its or their own accounts that 
we recommend to our clients, including clients that are related persons. Neither our firm nor our related persons are permitted 
to enter into or have an interest in an investment transaction that would create a conflict between our interests and your 
interests without fully disclosing the conflict to you. Neither our firm nor our related persons are permitted to benefit, directly 
or indirectly, from client transactions. Proprietary accounts may benefit on the same basis and to the same extent as clients’ 
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accounts when each holds the same investment. We do not allow “cross transactions” between clients or between clients and 
proprietary accounts. 

Generally, client transactions must be executed before or at the same time as transactions for proprietary accounts.  Portformulas’ 
investment philosophy does not permit individual stock trades or independent transactions. Because each account within a 
particular Portformula has the same holdings and trades are made at the same time on an omnibus level, we do not believe that 
this is an issue.

ITEM 12: BROKERAGE PRACTICES

Research and Other Soft Dollar Benefits

Portformulas participates in TD’s institutional customer program and, accordingly, we may recommend TD to you and other clients 
for custody and brokerage services. There is no direct link between our participation in the program and the investment advice 
we give to our clients, although we do receive some economic benefits by participating in the program that are typically not 
available to TD retail investors. These benefits include the following products and services (provided without cost or at a discount): 
receipt of duplicate client statements and confirmations; research related products and tools; consulting services; access to 
a trading desk serving Portformulas’ needs; access to block trading (which provides the ability to aggregate securities transactions 
for execution and then allocate the appropriate shares to client accounts); the ability to have advisory fees deducted directly from 
client accounts; access to an electronic communications network for client order entry and account information; access to mutual 
funds with no transaction fees and to certain institutional money managers; and discounts on compliance, marketing, research, 
technology, and practice management products or services provided to Portformulas by third party vendors. 

TD may also have paid for business consulting and professional services received by Portformulas’ related persons. Some of 
the products and services made available by TD through the program may benefit Portformulas but may not benefit our client 
accounts. These products or services may assist Portformulas in managing and administering client accounts, including accounts 
not maintained at TD. Other services made available by TD are intended to help Portformulas manage and further develop its 
business enterprise. The benefits received by Advisor or its personnel through participation in the program do not depend 
on the amount of brokerage transactions directed to TD.  As part of our fiduciary duties to clients, Portformulas endeavors at 
all times to put the interests of our clients first. You should be aware, however, that the receipt of economic benefits by 
Portformulas or its related persons in and of itself creates a potential conflict of interest and may indirectly influence our choice 
of TD for custody and brokerage services.

� Portformulas participates in TD Institutional’s, Institutional Adviser Program.  TD Institutional is a division of TD, Inc., member FINRA/SIPC/NFA, an 
unaffiliated SEC-registered broker-dealer and investment adviser.  TD offers to independent investment advisors services which include custody of securities, 
trade execution, clearance and settlement of transactions.TD, TD Institutional, and Portformulas are separate and unaffiliated companies.
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Directed Brokerage

Because Portformulas utilizes two custodians – TCA and TD – and serves as a sub-adviser on Pershing accounts, you will be 
required to direct our firm to utilize one of these custodians for execution. This practice is referred to as directed brokerage. Not 
all investment advisers require their clients to direct brokerage.  Where you direct your account is simply based on your preference 
and the recommendation of your financial adviser. In many cases, directed-brokerage arrangements can result in higher costs to 
clients because the financial adviser may not be able to aggregate orders to reduce transaction costs or the client may receive less 
favorable prices. 

Portformulas bundles client trades and submits them to the custodians in an effort to obtain the best prices possible, but if there 
are relatively few accounts at the custodian you direct, then you may incur higher transaction costs and less favorable prices.

ITEM 13: REVIEW OF ACCOUNTS
Portformulas reviews client accounts prior to the account opening, however, if you utilize a solicitor, the solicitor is responsible 
for determining suitability. Portformulas reserves the right to reject an account for various reasons, including, but not limited 
to, suitability concerns or account-opening documents that are not in good order. We examine each client’s stated investment 
objectives, risk tolerance, and other financial holdings to determine if Portformulas is a suitable investment. We have a number of 
Portformulas and while each Portformula may have different goals and objectives, our overall investment strategies are designed 
for long-term investing. Therefore, Portformulas may not be an ideal investment option if your goal is short-term trading. 

Each Portformula is reviewed monthly to ensure that the selection criteria is being applied properly and to rebalance accounts 
as necessary. Because all client accounts within a particular Portformula will hold the same securities, we do not conduct 
individual reviews on each account. 

Portformulas does not provide regular written reports – you will have access to your account, online, 24 hours a day, seven days a 
week. This online access will allow you to see your account’s specific holdings, your account value, and relevant tax information.

ITEM 14: CLIENT REFERRALS AND OTHER COMPENSATION

Client Referrals and Other Compensation

Portformulas enters into agreements with brokerage, investment advisory or insurance firms which permit us to enter into 
solicitor agreements with the firm’s salespeople. We may also enter into solicitor agreements with individuals, corporations, or 
partnerships. We pay referral fees to individuals who solicit clients for our firm. If the individual solicitor is an investment adviser 
representative of an investment adviser, we pay the referral fees to the investment adviser who keeps a portion of the fees and 
then pays the remainder of the referral fees to the individual. 

Portformulas does not receive an economic benefit from any third party for providing investment advice or advisory services. 
Please see Research and Other Soft Dollar Benefits, above, for a detailed discussion of Portformulas’ compensation arrangements.  

From time to time, and in our firm's discretion, we may provide additional compensation to solicitors, including but not limited 
to reimbursing solicitors for marketing expenses. This means solicitors may have a temporary conflict of interest resulting from 
the additional incentive to recommend our firm. However, under no circumstances will this affect the fees you pay for portfolio 
and supervisory services, nor will it affect our investment recommendations. Under normal compensation procedures, you 
pay a fee for portfolio and supervisory services based on assets under management. Our firm keeps a portion of that fee 
as compensation for our services, and gives the remainder to the soliciting firm, who then pays the soliciting representative. 
Should we choose to provide additional compensation to our solicitors, our firm would simply take less and give more of the fee 
we receive to the soliciting firm.
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ITEM 15: CUSTODY
As discussed above, a custodian is a financial institution that has the ability to maintain possession of client funds or securities, 
or has the ability to withdraw funds or securities from a client’s account.  Portformulas does not perform these services, i.e., we 
do not retain possession of any funds or securities deposited into your Portformulas account and we do not have the ability 
to withdraw funds or securities from your account. We utilize two institutional custodians: TD and TCA.  Clients are permitted to 
choose which custodian they want to use and can have accounts at more than one custodian, if they choose. 

Portformulas also has the ability to serve as a sub-adviser for Pershing accounts. Pershing is a clearing firm and custodian utilized 
by Portformulas’ affiliate, USA Financial Securities Corporation. Please see Other Industry Activities and Affiliations for additional 
details regarding this arrangement

ITEM 16: INVESTMENT DISCRETION
As referenced in the section Advisory Business, above, Portformulas exercises investment discretion on all of its accounts. 
Investment discretion occurs when an investment adviser has the ability to determine which securities should be purchased or sold 
within a client’s account. When you open an account with Portformulas you sign our Investment Management Agreement, which 
grants our firm limited discretionary authority.  Pursuant to this limited discretionary authority, we are permitted to rebalance your 
account based on your Portformula’s criteria and reapply your selected asset allocations, without first obtaining your consent.

Because portfolio holdings are selected based on a formulaic process and trading is done on an omnibus or block level, you will 
not be able to instruct us to buy or sell specific securities within your account.

ITEM 17: VOTING CLIENT SECURITIES
Portformulas will not be responsible for responding to proxies. Your custodian will forward all proxy information directly to you 
for response and voting. Because the majority of Portformulas’ portfolios are equities-based, you may receive a large volume 
of proxies. It is also possible that due to Portformulas’ high turnover, by the time you receive proxy material, you will no longer 
own the relevant shares. Portformulas will not answer questions or provide guidance regarding particular proxy solicitations.

ITEM 18: FINANCIAL INFORMATION
There are currently no financial issues or conditions that are reasonably likely to impair our firm’s ability to meet our contractual 
obligations.
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PRIVACY POLICY
We are committed to safeguarding your confidential information because mutual trust is essential to a successful relationship. 
Your personal privacy is extremely important to you. To that end, below is our policy for handling your personal information. We 
welcome any questions or concerns you may have regarding your personal privacy.

Information Collected

We collect nonpublic, personal information from you, our client, to assist us in giving you appropriate investment advice and in 
managing your investments. “Nonpublic personal information” is nonpublic information about you that we obtain in connection 
with providing a financial product or service to you for personal, family, or household purposes. It does not include information 
available from government records, widely distributed media or government mandated disclosures. The categories of nonpublic 
information that we collect from you depends on the scope of your engagement. We collect nonpublic, personal information 
about you from the following potential sources:

• Information received from you on applications or other various forms, such as your name, address, social security number, 
telephone number, assets, income, taxes, medical and health information to the extent that it is needed to determine the 
proper Portformula® for your objectives. 

• Information about your transactions with us, our affiliates, custodians, or others, such as your account balance, investment 
cost, investment distributions, investment gain or loss, payment history, parties to transactions, account usage, and 
insurance policy coverage and premiums.

Third Parties With Whom We May Share Information

We do not disclose nonpublic, personal information about our clients or former clients to anyone else except as otherwise 
permitted or required by law. For example, we are permitted by law to share information about you with:

• Our solicitors and their employees, if they introduced you to our firm, and our internal employees.
• Companies that may assist us in processing your transactions and servicing your account, such as your cusodian, 
introducing and clearing brokerage firms, mutual fund companies, and insurance companies. 
• Custodians may utilize a necessary third parties to complete Consumer Identification Procedures (CIP). A CIP notice is 
required for all customers pursuant to the U.S. Patriot Act. 
• An accountant, tax preparer, or lawyer who is representing you. 
• Federal and state regulators who regulate our firm. 

We do not provide your personally identifiable information to direct marketers or independent solicitors (for other companies) 
for any purpose.

Disclosure of Information About Former Customers

If you decide to close your account(s), we will continue to adhere to the privacy practices described in this notice once you 
become a former client. You become a former client when your Client Services Agreement is terminated. We will maintain 
personally identifiable information about you during the time you are a client, and for any time thereafter that we are required 
to maintain the records by federal and state securities laws.
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Our Security Policies and Practices

We take reasonable steps to assure the security of client information. We restrict access to nonpublic, personal information 
about you to those employees who have a business or professional reason for knowing, as permitted by law. We maintain an 
office and computer environment reasonably designed to help ensure that your information is not placed at unreasonable 
risk of disclosure or theft. We have designed reasonable physical, electronic and procedural safeguards to help protect your 
nonpublic, personal information.
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Michael D. Walters, CEO
Michael Walters creates and defines each Portformula’s overall investment objectives and the investment selection criteria. Once 
the investment-selection criteria is defined, however, we use that criteria to determine our investment recommendations – our 
proprietary, formulaic process applies the investment selection criteria to a universe of stocks or investment.

EDUCATIONAL BACKGROUND AND BUSINESS EXPERIENCE
Mr. Walters was born in 1965. He graduated from Central Michigan University in 1988 with a degree in business administration 
and marketing and management. He started Portformulas’ affiliate, USA Financial Insurance Services Corporation (formerly USA 
Financial Marketing Corporation) in 1988 and from there, he opened USA Financial Securities, an SEC-registered broker-dealer 
and investment adviser in 1998, Portformulas in 2006, and various other entities, as described in our firm brochure and below, 
under Other Business Activities.

DISCIPLINARY INFORMATION
None.

OTHER BUSINESS ACTIVITIES
Mr. Walters is the chief executive officer of USA Financial Corporation. Portformulas is a wholly owned subsidiary of USA Financial 
Corporation (“USA Financial”). USA Financial also owns four other companies: USA Financial Insurance Services Corporation, USA 
Financial Securities Corporation, USA Financial Plug-N-Run Corporation and USA Financial Media Corporation. USA Financial 
Insurance Services wholesales fixed insurance products to independent licensed agents. USA Financial Securities is an SEC-
registered investment adviser and broker-dealer. USA Financial Plug-N-Run develops marketing and technology solutions for 
financial professionals. USA Financial Media produces radio shows and other broadcast content.

ADDITIONAL COMPENSATION
Mr. Walters does not receive any compensation that is based on the number of sales, new accounts, or referrals. He also does not 
receive any economic benefit from anyone who is not a client for providing advisory services.

SUPERVISION
Portformulas has adopted a comprehensive compliance and ethics program that governs all owners, principals and staff.  
Additionally, Mr. Walters and all Portformulas staff must answer to Portformulas’ board of directors. The board also regularly 
reviews Portformulas’ stock-selection criteria and proprietary screening software. You may contact Portformulas’ chief compliance 
officer and chief legal officer, Andrea McGrew, at (800)869-5994 x 469, if you have any questions regarding Portformulas’ 
supervisory practices.

Portformulas Investing Corporation's Brochure Supplement

Brochure Supplements are designed to provide additional information regarding the individuals who formulate investment advice 
and/or create investment models for Portformulas.


