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Name of Investment Adviser:  

  

Address:               (Number and Street)                                 (City)         (State)            (Zip Code)         Area Code:          Telephone Number: 

  

 
This part of FORM ADV gives information about the investment adviser and its business for the use of clients. 

The information has not been approved or verified by any government authority. 
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FORM ADV 
Part II - Page 2 

Applicant: SEC File Number: 
 
801- 

Date: 

  

1.     A.     Advisory Services and Fees.  (check the applicable boxes)       For each type of service provided, state the 
                                                                                                                       approximate % of total advisory billings from                                   
Applicant:                                                                                                     that service.  (See instruction below.)                
          (1)      Provides investment supervisory services ..........................................................................................                       % 
          (2)      Manages investment advisory accounts not involving investment supervisory services.....................                      %     
          (3)      Furnishes investment advice through consultations not included in either service described above...                      %      
          (4)      Issues periodicals about securities by subscription ..............................................................…...........                      % 
          (5)      Issues special reports about securities not included in any service described above...........................                      % 
          (6)      Issues, not as part of any service described above, any charts, graphs, formulas, or other devices 
                     which clients may use to evaluate securities.......................................................................................                       % 
           (7)      On more than an occasional basis, furnishes advice to clients on matters not involving securities...                       % 
           (8)      Provides a timing service ...............................................................................................................…                       % 
           (9)      Furnishes advice about securities in any manner not described above..........................................….                       % 
 

(Percentages should be based on applicant’s last fiscal year.  If applicant has not completed its first fiscal year, 
provide estimates of advisory billings for that year and state that the percentages are estimates.) 

_________________________________________________________________________________________________________   
                                                                                                                                                                                        Yes      No   
    B.    Does applicant call any of the services it checked above financial planning or some similar term? . . . . . . .               
 _________________________________________________________________________________________________________ 
    C.    Applicant offers investment advisory services for: (check all that apply) 
  
            (1)    A percentage of assets under management                                  (4)      Subscription fees 
            (2)    Hourly charges                                                                             (5)      Commissions 
            (3)    Fixed fees (not including subscription fees)                                (6)      Other 
_________________________________________________________________________________________________________                                                                                                                                                                                                                  
    D.    For each checked box in A above, describe on Schedule F: 
 

• the services provided, including the name of any publication or report issued by the adviser on a subscription basis or for 
a fee 

 
• applicant’s basic fee schedule, how fees are charged and whether its fees are negotiable 

 
• when compensation is payable, and if compensation is payable before service is provided, how a client may get a refund 

or may terminate an investment advisory contract before its expiration date 
                               
 2. Types of clients - Applicant generally provides investment advice to: (check those that apply) 
 
             A.    Individuals                                                        E    Trusts, estates, or charitable organizations 
             B.    Banks or thrift institutions                                F.    Corporations or business entities other than those listed above 
             C.    Investment companies                                      G.    Other (describe on Schedule F)  
             D.    Pension and profit sharing plans 

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1) 

 

 
 
 
 
 
 

 
 
 

  

 
 
 

 
 
 

 
 
 
 

 
 
 



FORM ADV 
Part II - Page 3 

Applicant: SEC File Number: 
801- 

Date: 

3.   Types of Investments.  Applicant offers advice on the following: (check those that apply) 
 
              A.    Equity securities                                                                            H.    United States government securities 
                     (1) exchange-listed securities                                                          I.    Options contracts on: 
                     (2) securities traded over-the-counter                                                    (1) securities 
                     (3) Foreign issuers                                                                                 (2) commodities 
 
              B.    Warrants                                                                                         J.    Futures contracts on: 
              C.     Corporate debt securities (other than commercial paper)                    (1) tangibles 
                                                                                                                                    (2) intangibles 
              D.     Commercial paper 
              E.      Certificates of deposit                                                                   K.   Interests in partnerships investing in: 
              F.      Municipal securities                                                                             (1) real estate 
                                                                                                                                     (2) oil and gas interests 
              G.      Investment company securities:                                                          (3) other (explain on Schedule F) 
                       (1) variable life insurance 
                       (2) variable annuities                                                                      L.   Other  (explain on Schedule F) 
                       (3) mutual fund shares 

4.   Methods of Analysis, Sources of Information, and Investment Strategies. 
 
      A.   Applicant’s security analysis methods include: (check those that apply) 
 
      (1)            Charting                                                                             (4)                Cyclical 

      (2)            Fundamental                                                                      (5)                Other  (explain on Schedule F) 

      (3)            Technical 

_________________________________________________________________________________________________________                                                                                                                                                                                                                  
       B.   The main sources of information applicant uses include: (check those that apply) 
 
      (1)             Financial newspapers and magazines                          (5)           Timing services  

      (2)             Inspections of corporate activities                               (6)           Annual reports, prospectuses, filings with the  

      (3)             Research materials prepared by others                                        Securities and Exchange Commission 

      (4)             Corporate rating services                                             (7)           Company press releases 

                                                                                                             (8)          Other  (explain on Schedule F) 

_________________________________________________________________________________________________________                                                                                                                                                                                                                  
       C.    The investment strategies used to implement any investment advice given to clients include: (check those that apply) 
 
      (1)             Long term purchases                                                       (5)              Margin transactions 
                        (securities held at least a year) 
      (2)            Short term purchases                                                        (6)              Option writing, including covered options, 
                        (securities sold within a year)                                                            uncovered options or spreading strategies 

      (3)            Trading (securities sold within 30 days)                          (7)              Other (explain on Schedule F) 

      (4)            Short sales 

 

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1) 

 
 
 

 

 
 

 
 

 
 
 

 

 
 

 
 
 

 
 
 

 
 
 

 
 

 
 
 
 

 
 

 
 

 

 

 

 

 

 
 



FORM ADV 
Part II - Page 4 

Applicant: SEC File Number: 
801- 

Date: 

5.     Education and Business Standards. 
 
        Are there any general standards of education or business experience that applicant requires of those involved in       Yes   No 
        determining or giving investment advice to clients? ...................................................................................................         

 
(If yes, please describe these standards on Schedule F) 

6.     Education and Business Background. 
        For: 

•  each member of the investment committee or group that determines general investment advice to be given to clients, or 
•  if the applicant has no investment committee or group, each individual who determines general investment advice 

                clients (if more than five, respond only for their supervisors) 
 •      each principal executive officer of applicant or each person with similar status or performing similar functions. 
         

        On  Schedule F, give the: 
        •      name                                                                              •       formal education after high school 
        •      year of birth                                                                   •       business background for the preceding five years 

7.     Other Business Activities.  (check those that apply) 
 
                A.     Applicant is actively engaged in a business other than giving investment advice. 

          B.     Applicant sells products or services other than investment advice to clients. 

C.   The principal business of applicant or its principal executive officers involves something other than providing 
          investment advice. 

 
(For each checked box describe the other activities, including the time spent on them, on Schedule F.) 

8. Other Financial Industry Activities or Affiliations.  (check those that apply) 

               A.    Applicant is registered (or has an application pending) as a securities broker-dealer.   

   B.    Applicant is registered (or has an application pending) as a futures commission merchant, commodity pool operator 
           or commodity trading adviser. 

               C.    Applicant has arrangements that are material to its advisory business or its clients with a related person who is a: 
 
               (1)   broker-dealer                                                                       (7)    accounting firm 

               (2)   investment company                                                           (8)    law firm 

               (3)   other investment adviser                                                     (9)    insurance company or agency 

               (4)   financial planning firm                                                      (10)   pension consultant 

               (5)   commodity pool operator, commodity trading                  (11)   real estate broker or dealer 
                       adviser or futures commission merchant 

               (6)   banking or thrift institution                                                (12)   entity that creates or packages limited partnerships 
 

(For each checked box in C, on Schedule F identify the related person and describe the relationship and the arrangements.) 
                                                                                                                                                                                                Yes     No 
         D.     Is applicant or a related person a general partner in any partnership in which clients are solicited to invest?..          
 

(If yes, describe on Schedule F the partnerships and what they invest in.) 

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1) 

  

 
 
 

 
 

 

 
 
 
 
 

 

 
 
 
 

 

 

  



  

FORM ADV 
Part II - Page 5 

Applicant: SEC File Number: 
801- 

Date: 

9.     Participation or Interest in Client Transactions. 
  
       Applicant or a related person: (check those that apply) 
 
                A.    As principal, buys securities for itself from or sells securities it owns to any client. 

                B.    As broker or agent effects securities transactions for compensation for any client. 

          C.    As broker or agent for any person other than a client effects transactions in which client securities are sold to or                                              
                        bought from a brokerage customer. 

   D.   Recommends to clients that they buy or sell securities or investment products in which the applicant or a related                                                   
            person has some financial interest. 

                 E.   Buys or sell for itself securities it also recommended to clients. 

 
(For each box checked, describe on Schedule F when the applicant or a related person engages in these transactions and 

 what restrictions, internal procedures, or disclosures are used for conflicts of interest in those transactions.)  
 

      Describe, on Schedule F, your code of ethics, and state that you will provide a copy of your code of ethics to any client or     
      prospective client upon request. 

10.    Conditions for Managing Accounts.  Does the applicant provide investment advisory services, manage                   Yes    No 
          investment advisory accounts or hold itself out as providing financial planning or some similarly termed 
          services and impose a minimum dollar value of assets or other condition for starting or maintaining an 
          account?  
 

(If yes, describe on Schedule F) 

11.     Review of Accounts.  If applicant provides investment supervisory services, manages investment advisory account,  
          or holds itself out as providing financial planning or some similarly termed services: 
 

A. Describe below the reviews and reviewers of the accounts. For reviews, include their frequency, different levels, and  
       triggering factors. For reviewers, include the number of reviewers, their titles and functions, instructions they receive     
       from applicant on performing reviews, and number of accounts assigned each. 

 
 
 
 
 
 
 
 
          B.   Describe below the nature and frequency of regular reports to clients on their accounts. 
 
 
 
 
 
 
 
 
 

 

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1) 

 

 

 

 

 

 

 



  

FORM ADV 
Part II - Page 6 

Applicant: SEC File Number: 
801- 

Date: 

12.     Investment or Brokerage Discretion.  
 
          A.     Does applicant or any related person have authority to determine, without obtaining specific client consent, the: 
                                                                                                                                                                                                 Yes   No 
                   (1)    securities to be bought or sold? ...............................................................................................................           
                                                                                                                                                                                                 Yes   No 

(2) amount of securities to be bought or sold? .......................................................................................…..    
                                                                                                                                                                                                 Yes   No 
                   (3)    broker or dealer to be used?     ................................................................................................................    
                                                                                                                                                                                                 Yes   No 
                   (4)    commission rates paid? ...........................................................................................................................            
  ________________________________________________________________________________________________________                                                                                                                                                                                                                
                                                                                                                                                                                                 Yes   No 
           B.     Does applicant or a related person suggest brokers to clients? .......................................................................           
 
                    For each yes answer to A describe on Schedule F any limitations on the authority. For each yes to A(3), A(4)  
                    or B, describe on Schedule F the factors considered in selecting brokers and determining the reasonableness  
                    of their commissions. If the value of products, research and services given to the applicant or a related  
                    person is a factor, describe:  
 
                    •     the products, research and services  
 
      •      whether clients may pay commissions higher than those obtainable from other brokers in return for those products           
                           and services  
 
      •       whether research is used to service all of applicant's accounts or just those accounts paying for it; and  
 
                    •       any procedures the applicant used during the last fiscal year to direct client transactions to a particular broker in      
                             return for product and research services received.  

13.       Additional Compensation. 
 
            Does the applicant or a related person have any arrangements, oral or in writing, where it:  
 
            A.      is paid cash by or receives some economic benefit (including commissions, equipment or non-research          Yes   No  
                      services) from a non-client in connection with giving advice to clients? . . . . . . . . . . . . . . . . . . . . . . . . . . . .          

                                                                                                                                                                                                    Yes   No    

            B.      directly or indirectly compensates any person for client referrals?. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .          

(For each yes, describe the arrangements on Schedule F.) 

14.       Balance Sheet.  Applicant must provide a balance sheet for the most recent fiscal year on Schedule G if applicant:  
 
            •        has custody of client funds or securities (unless applicant is registered or registering only with the  
                      Securities and Exchange Commission); or  
 
            •        requires prepayment of more than $500 in fees per client and 6 or more months in advance  
                                                                                                                                                                                                    Yes  No  
                     Has applicant provided a Schedule G balance sheet?..............................................................................                  
 

 

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1) 
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Schedule F of 
FORM ADV 
Continuation Sheet for Form ADV Part II 

Applicant: SEC File Number: 
 
801- 

Date: 

 
(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 

 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
(identify) 

 
Answer 

  

 

 (Complete amended pages in full, circle amended items and file with execution page (page 1). 



Schedule F of 
FORM ADV 
Continuation Sheet for Form ADV Part II 

Applicant: SEC File Number: 
 
801- 

Date: 

 
(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 

 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
(identify) 

 
Answer 

  

 

 (Complete amended pages in full, circle amended items and file with execution page (page 1). 



Schedule F of 
FORM ADV 
Continuation Sheet for Form ADV Part II 

Applicant: SEC File Number: 
 
801- 

Date: 

 
(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 

 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
(identify) 

 
Answer 

  

 

 (Complete amended pages in full, circle amended items and file with execution page (page 1). 



Schedule F of 
FORM ADV 
Continuation Sheet for Form ADV Part II 

Applicant: SEC File Number: 
 
801- 

Date: 

 
(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 

 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
(identify) 

 
Answer 

  

 

 (Complete amended pages in full, circle amended items and file with execution page (page 1). 



Schedule F of 
FORM ADV 
Continuation Sheet for Form ADV Part II 

Applicant: SEC File Number: 
 
801- 

Date: 

 
(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 

 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
(identify) 

 
Answer 

  

 

 (Complete amended pages in full, circle amended items and file with execution page (page 1). 



Schedule F of 
FORM ADV 
Continuation Sheet for Form ADV Part II 

Applicant: SEC File Number: 
 
801- 

Date: 

 
(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 

 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
(identify) 

 
Answer 

  

 

 (Complete amended pages in full, circle amended items and file with execution page (page 1). 



Schedule F of 
FORM ADV 
Continuation Sheet for Form ADV Part II 

Applicant: SEC File Number: 
 
801- 

Date: 

 
(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 

 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
(identify) 

 
Answer 

  

 

 (Complete amended pages in full, circle amended items and file with execution page (page 1). 
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Schedule F of 
FORM ADV 
Continuation Sheet for Form ADV Part II 

Applicant: SEC File Number: 
 
801- 

Date: 

 
(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 

 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
(identify) 

 
Answer 

  

 

 (Complete amended pages in full, circle amended items and file with execution page (page 1). 
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FORM ADV 
Continuation Sheet for Form ADV Part II 

Applicant: SEC File Number: 
 
801- 

Date: 

 
(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 

 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
(identify) 

 
Answer 

  

 

 (Complete amended pages in full, circle amended items and file with execution page (page 1). 



Schedule F of 
FORM ADV 
Continuation Sheet for Form ADV Part II 

Applicant: SEC File Number: 
 
801- 

Date: 

 
(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 

 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
(identify) 

 
Answer 

  

 

 (Complete amended pages in full, circle amended items and file with execution page (page 1). 



Schedule F of 
FORM ADV 
Continuation Sheet for Form ADV Part II 

Applicant: SEC File Number: 
 
801- 

Date: 

 
(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 

 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
(identify) 

 
Answer 

  

 

 (Complete amended pages in full, circle amended items and file with execution page (page 1). 
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FORM ADV 
Continuation Sheet for Form ADV Part II 

Applicant: SEC File Number: 
 
801- 

Date: 

 
(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 

 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
(identify) 

 
Answer 

  

 

 (Complete amended pages in full, circle amended items and file with execution page (page 1). 
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FORM ADV 
Continuation Sheet for Form ADV Part II 

Applicant: SEC File Number: 
 
801- 

Date: 

 
(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 

 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
(identify) 

 
Answer 

  

 

 (Complete amended pages in full, circle amended items and file with execution page (page 1). 
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FORM ADV 
Continuation Sheet for Form ADV Part II 

Applicant: SEC File Number: 
 
801- 

Date: 

 
(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 

 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
(identify) 

 
Answer 

  

 

 (Complete amended pages in full, circle amended items and file with execution page (page 1). 
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FORM ADV 
Continuation Sheet for Form ADV Part II 

Applicant: SEC File Number: 
 
801- 

Date: 

 
(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 

 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
(identify) 

 
Answer 

  

 

 (Complete amended pages in full, circle amended items and file with execution page (page 1). 
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Advisory Services and Fees
 
Services: Walthausen & Co., LLC, formed in September 2007 as a Delaware limited liability company, primarily provides discretionary investment management services to corporations, pension and profit sharing plans, foundations, trusts, investment companies and other separate accounts. 
The firm is focused on providing superior risk-adjusted returns from a value strategy in small and small/mid (SMID) capitalization equities. Clients select which management approach they want for their accounts.
 
Small Cap Value: This strategy focuses on capturing the value at the lower end of the capitalization range with market caps between $75 million and $1.5 billion and a median market cap of about $800 million. Walthausen & Co. believes that a focus on smaller stocks, many of which fall below the range of most money manager's search, allows for identifying and capturing unusual inefficiencies. Stock selection is more focused on “Special Situations” because of the greater number of this type of company in the small cap universe. Portfolio returns can be less consistent than those in the small/mid-cap strategy because shares of these smaller companies tend to be more volatile.
 
SMID Value: A separate strategy is constructed to provide strong returns with moderate volatility in a portfolio of stocks having a market capitalization between $500 million and $4.0 billion, with a median generally around $2.0 billion. The majority (about 80%) of the portfolio is invested in companies which have consistently high returns on capital, ample free cash flow, well proven management and sell at moderate valuations. Many of these stocks are frequently too dull to attract much “Wall Street” attention and thus have carried low valuations and lower volatility. The remaining 20% of the fund focuses on “special situation” stocks with unusual potential returns. By establishing a high threshold for inclusion into the portfolio, the firm seeks to avoid questionable turnarounds and other situations where risk is not properly priced. The SMID strategy will invest in companies with more established track records and larger market capitalizations than those using the Small Cap Value product.
 
There will likely be some overlap in holdings between the two strategies, but this is generally limited to approximately 20% of the portfolio's holdings.
 
Fees: All fees are 1.00% of assets under management, subject to negotiation. The fee is paid quarterly in advance based on the value of the account as of the end of the immediately preceding quarter. 
 
Terminations: The investment management agreement may be terminated by either party at any time upon written notice pursuant to the provisions of the agreement. There is no penalty for terminating the client's account. Upon termination by either party, the effective date of termination shall be used as the concluding date for valuation of the Account. The final charge for investment services shall cover the period from the most recent valuation date to the termination date, and Walthausen & Co. agrees to refund any prepaid fee, prorated to the termination date.
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5.

	Text15: Methods of Analysis, Sources of Information, and Investment Strategies
 
Walthausen & Co. believes that successful investors buy companies after a detailed analysis of the fundamentals. The firm's process is to concentrate on understanding the components, quality and sustainability of cash flow and the ability of management to employ that cash flow to enhance a stock's value.
 
Rigorous analysis is critical to evaluating existing positions as well as considering new ones. The firm uses a “bottom-up” approach of understanding the companies that are researched as though looking to buy companies, not just a tradable security. The process addresses the fundamental issues of small to SMID value investing: a wealth of choices, a lack of liquidity, checkered operating histories and narrowly focused businesses.
 
Walthausen and Co. believes that a consistent methodology to efficiently identify the most promising portfolio candidates is important because it forces one to focus on the most promising of the thousands of small and small-mid cap stocks. Over the years the firm's investment professionals have developed a proprietary scoring system that can be applied to the entire population of available stocks. This process starts by scoring this group of small cap stocks against each other using twelve specific metrics covering aspects of; valuation, Wall Street sentiment, insider sentiment, financial strength and changes in momentum. For each of the metrics the universe is ranked by deciles and then a weighted average score is calculated for each company based on this ranking. New ideas are generated by analyzing the highest scoring names. This system has proven to be an excellent starting point but is not a black box. It produces some poor investment ideas as well as some great ones.
 
The next step involves a detailed analysis of the selected companies, which includes building earnings models using proprietary templates populated with financial data. The models are specifically constructed to facilitate an analysis of cash flow by linking the balance sheet, cash flow and income statements. Once these are completed, public filings and documents are reviewed to gain a better understanding of company operations.
 
The investment analysts rely extensively on mining the available public filings and using this information to identify those stocks which will outperform over a three year investment horizon. They also use their analysis to identify risks specific to each company to aid in the construction of well diversified portfolios. While the data is important, the final critical component is developing an understanding of management and using their experience to evaluate the probability of a successful business strategy.
 
Education and Business Standards
 
Walthausen & Co.'s minimum educational requirement for portfolio managers, research analysts and other investment advisory representatives is an undergraduate degree from an accredited college or university. 
 
	Text16: 6.
	Text17: Education and Business background
 
John Walthausen, CFA,  is a principal and Chief Investment Officer. John leads the portfolio management team of Walthausen and Co.'s Small Cap Value and Small/Mid Value products. He served as Senior Portfolio Manager at Paradigm Capital Management from 1994 to 2007. Prior to joining Paradigm Capital, he was the Senior Small Cap Value analyst at C.L. King and Associates from 1989 to 1994. John earned a B.A. in Architecture from Kenyon College, and an M.B.A. in Finance from New York University. He was born on December 19, 1945. 
 
Mark Keeler, CFA, is a principal and Managing Director. Mark is the co-portfolio manager for the Small Cap Value and Small/Mid Value products. He is also a research analyst specializing in the aerospace/defense, technology and energy sectors. He has broad experience in the engineering, construction and aerospace industries. He served as a research analyst with Paradigm Capital Management from 2004 to 2007 and a research analyst with C.L. King and Associates from 1999 to 2003. Prior to joining C.L. King, Mark worked for General Electric and a family business. Mark earned a B.S. in Mechanical Engineering (Summa Cum Laude) from Syracuse University and an M.S. in Finance from the Sloan School of Management at the Massachusetts Institute of Technology. He was born on March 6, 1951
 
DeForest Hinman is a principal and serves as a research analyst for both the Small Cap Value and Small/Mid Value products focusing on the health care and consumer discretionary sectors. Previously, DeForest worked as a research analyst with Paradigm Capital Management from 2005 to 2007. He was also a research intern at Paradigm Capital in 2005. He received a B.S. in Business Administration (Summa Cum Laude) from State University of NY at Albany. He was born on May 19, 1983
 
Stanley Westhoff is a principal and serves as a research analyst for both the Small Cap Value and Small/Mid Value products concentrating on the material and industrial sectors. Most recently, Stan worked as a research analyst with Paradigm Capital Management from 2006 to 2007. He received a B.S. in Business Administration from State University of NY at Albany. He was born on October 28, 1969.
 
Mark Hodge is a principal and Chief Compliance Officer. Mark is charged with all compliance and administrative responsibilities related to advisory clients of Walthausen and Company. He has 25 years experience in the financial  industry. From 1998 to 2007, Mark was Vice President of institutional equity sales at C.L. King and Associates. Prior to 1998, he worked in the same capacity marketing Australian and New Zealand equities, as well as spending two years as an equities portfolio manager with J. B. Were Investment Management. Mark received a Bachelor of Economics degree from Monash University in Melbourne, Australia. He was born on June 12, 1958.
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	Text19: Paul Nichols is a principal and Senior Vice President of Trading. Paul has 11 years of trading experience, including serving as Vice President and Head Trader for Paradigm Capital Management from 1998 to 2007. Prior to 1998, he served as institutional sales trader from 1996 to 1998, and worked in operations from 1994 to 1997, while at C.L. King and Associates. Paul earned a B.S. in Business Administration and a B.A. in Economics from SUNY Oswego. He was born on June 19, 1965.
 
Walthausen & Co. does not buy and sell securities for its own account. Related persons are permitted to buy or sell securities that are also purchased and sold for client accounts on the basis set out below.
 
Related persons are required to obtain written approval from the CCO before purchasing or selling any restricted security, defined as all securities held by any client of the firm including stocks, bonds, notes, warrants, rights, options to shares and convertible securities. All related persons must refer to the restricted securities list before entering an order for any securities transaction, to confirm whether written approval is required.
 
Approval may be refused, after confirming with the trading desk, if it involves a security that is being bought or sold by Walthausen & Co. on behalf of clients, or after confirming with the Portfolio Manager or Associate Portfolio Manager, if a security is being considered for purchase or sale, or if a transaction would breach the related person's fiduciary responsibility to clients' of the firm or would create any appearance of impropriety. 
 
At all times, the interests of the firm's clients will prevail over the related person's interest. No transactions used by a related person may conflict with transactions or trading strategies carried out by the firm on behalf of clients. 
 
Code of Ethics
 
The code of ethics adopted at Walthausen & Co. is based on the basic principle that, in all investment related activities, the interests of our clients come before those of the partners and employees. Each individual's professional activities and personal investment activities must be consistent with this code, and avoid any actual or potential conflict between the interest of clients and those of the company, and its partners and employees. Activities must be conducted in a way that avoids any abuse of the position of trust and responsibility to the company and its clients.
 
The code of ethics also includes policies and procedures with respect to personal account trading and investment policy, insider trading, gifts, duties of confidentiality, violations, and administration of the code.
 
A copy of the code of ethics is available to any client or prospective client upon request.
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	Text21:  Conditions for Managing Accounts
 
Walthausen & Co. offers investment advisory services, managing discretionary investment advisory accounts. The minimum dollar value for institutional accounts is $10.0 million in combined assets in the two series offered by the firm. Walthausen & Co. reserves the right to make exceptions on a case by case basis.
 
Investment or Brokerage Discretion
 
Walthausen & Co. has full discretion over accounts of clients with regard to both securities to be bought and sold, and the amount of said securities to be bought or sold. In addition to having authority to effect transactions on a client's behalf, Walthausen & Co. can also establish accounts and process transactions through one or more broker or dealer.
 
 
Limitations with respect to which broker-dealer to use and commission rates to be paid in client accounts may arise from the direction of that said client, or limitations on the client's custodian. Any plan sponsor that directs plan brokerage must provide Walthausen & Co. with a letter documenting that the arrangement will be for the exclusive benefit of the plan. In directing brokerage, clients may forgo potential benefits from savings on commissions and execution costs that may be obtained through negotiated volume discounts on batched orders.
 
Aggregation of Orders: In all instances where an account allows for aggregation or “bunching”, trades placed by the firm shall be allocated in a manner that it considers to be the most equitable to all accounts. Securities being acquired are allocated by the size of assets in each account. The objective is to allocate purchases to bring each account in a strategy to a comparable percentage invested in each portfolio. Thus, from time-to-time allocation will differ from equal percentages of assets. Securities being sold are allocated with the objective of bringing each account's ownership to a comparable percentage of total assets. The price of the securities allocated shall be at the average share price for all transactions of the accounts in that security on a given day, with all transaction costs shared on a pro rata basis. Walthausen & Co. frequently monitors and tests the procedures to ensure that trade allocations are fair and do not favor or discriminate against any client or account.
 
Broker-Dealer selection/Best Execution: Walthausen & Co. will seek best execution of client's transactions under the circumstances of the particular transaction. Accordingly, the firm will execute securities transactions for clients in such a manner that the client's total cost or proceeds in each transaction is the most favorable under the circumstances. 
 
 
 
 
 
 
	Text22: 12B. (cont'd)
	Text23: In making its determination on a transaction by transaction basis, the firm will consider the full range and quality of a broker's services in placing its orders including, among other things, the execution capability, commission rate, financial responsibility, value of research, availability of hard-to-borrow securities and general responsiveness to the Advisor. It is important to note that best execution is not always the lowest possible price or commission. Other factors used to assess execution quality may include; the character of the market (e.g. price, volatility, relative liquidity, and pressure on available communications), occasion and accessibility of the broker/dealer to primary markets and the size and type of transaction. From time to time, Walthausen & Co. may require principals of the firm and other qualified persons to review the firm's efforts to achieve best execution. Documentation of the firm's appraisal of its execution quality, including the nature and scope of the review, shall be reviewed and documented annually.
 
Soft Dollars: In the case of full discretion over broker-dealer and commission rates, Walthausen & Co. may utilize research and other services obtained from broker-dealers on a soft-dollar commission basis that provides lawful and appropriate assistance to the firm in carrying out its investment decision making responsibilities, as permitted under Section 28(e) of the Exchange Act. The decision to execute a soft dollar transaction on behalf of clients is only made when doing so is in keeping with the practice of best execution. Average soft dollar commission rates do not vary significantly from full service rates, and in general, the services and products rendered from soft dollars are used to service all the advisory accounts. 
In making payment for a product or service that falls within the safe harbor, Walthausen & Co. will determine if the product or service is eligible research or eligible brokerage according to the Act, and actually provides lawful and appropriate assistance in the performance of the their investment decision-making responsibilities. The firm will also make a good faith determination that the amount of client commissions paid is reasonable in light of the value of products or services provided by the broker-dealer.  For mixed use products or services, Walthausen & Co. will make an allocation of the cost based on an evaluation of the research/brokerage and non-research/brokerage uses of the product or service. The cost of the non-research/brokerage portion of the product or service will be paid using hard dollars.
Factors related to the broker-dealer that will be taken into account include their business reputation and financial position, ability to consistently execute orders on a cost-effective basis, provide prompt and accurate execution reports, prepare timely and accurate confirmations, promptly deliver securities and cash proceeds, provide meaningful research services that can be used by the advisor in making investment decisions and provide other desired and appropriate services.
Walthausen & Co. will generate quarterly reports of commission use for each broker that received commissions on client trades. The report will show year-to-date commissions (including soft dollar commissions) and commission goals, if applicable. The firm will compare these internal reports to any soft dollar statements provided by the brokers to determine if there are any discrepancies between the services/products provided and those received.
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	Text27: Use of Solicitors (Referring Parties)
 
Walthausen & Co. enters into agreements with solicitors (referring parties) to refer clients to the firm. If a referred client enters into an agreement with Walthausen & Co. a cash referral fee is paid to the referring party based on a percentage of the client advisory fees generated. The referral arrangement between any referring party and Walthausen & Co. will not result in any charges to the client over and above the normal level of advisory fees charged.
 
Pursuant to Rule 206(4)-3 of the Advisers Act, in addition to Walthausen & Co.'s Form ADV Part II and Schedule F, a “Solicitors Separate Written Disclosure” document listing compensation to be paid to solicitors, is provided to clients prior to the signing of a Walthausen & Co. Advisory Agreement. Each client is required to sign a copy of this disclosure document at or before the time of entering into an advisory contract.
 
 
 Proxy Voting Policies and Procedures
 
Policy
 
Walthausen & Co. acts as discretionary investment advisor for clients. The conditions that govern the firm's authority to vote proxies on behalf of clients are contained in its investment advisory agreement. The advisory contract states that Walthausen & Co. will vote proxies on behalf of its clients unless specifically requested not to do so by the client. In voting proxies, the firm is committed to voting in a manner that services the best interests of clients.
 
Procedures
 
To implement Walthausen & Co.'s proxy voting policies, the following procedures have been adopted for voting proxies.
 
a) Each investment analyst will be responsible for reviewing corporate proxies for each company he is responsible for monitoring. He will then be responsible for recommending how the firm should vote on behalf of clients. In general, any potential conflicts of interest should be looked for between shareholders and officers and directors of the company, and recommend votes which are in the best interest of the firm's clients.
 
b) Each proxy recommendation must be forwarded for review and final approval by the Chief Investment Officer.
 
c) Proxies will then be forwarded to the Chief Compliance Officer for voting, and recording the results of the voting.
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	Text29: Clients can obtain a copy of the firm's proxy voting policy, and how the client's securities were voted from the Chief Compliance Officer. 
 
 
Conflicts of Interest
 
Any conflicts of interest will be identified and resolved by the CIO. Regular disclosure provided to the Chief Compliance Officer by the investment team will identify any conflict with companies owned. This should diminish the likelihood of material conflicts of interest. 
 
A copy of the full policies and procedures document, including guidelines for voting and record keeping procedures, can be obtained on request from Walthausen & Co.
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