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Item 1 – Cover Page 
 

Form ADV Part 2A Brochure Capital Management Services, Inc. 410 Sovereign Court, Suite 14 Manchester, MO 63011 www.cmsadvisors.com 636-207-5829 March 31, 2021     This Brochure provides information about the qualifications and business practices of Capital Management Services, Inc. (CMS).  If you have any questions about the contents of this Brochure, please contact us at 636-207-5829.  The information in this Brochure has not been approved or verified by the United States Securities and Exchange Commission or by any state securities authority. Capital Management Services is a registered investment adviser.  Registration as an investment adviser does not imply any level of skill or training.  The oral and written communications of an adviser provide you with information from which you determine whether to hire or retain an Adviser.    Additional information about CMS is also available on the SEC’s website at www.adviserinfo.sec.gov.   



 

ii 

 

 

Item 2 – Material Changes This Brochure, dated March 31, 2021,  represents an    amendment to the Brochure for Capital Management Services, Inc. Since the filing of the firm’s last annual update Brochure on April 10, 2020,  we have made various  updates to our Brochure, but no material changes were made. Pursuant to regulatory requirements, we will deliver to you a summary of any materials changes to this and subsequent Brochures within 120 days of the close of our fiscal year.  We may further provide other ongoing disclosure information about material changes as necessary.  All such information will be provided to you free of charge. Currently, our Brochure may be requested by contacting us at (636) 207-5829.   Additional information about CMS is also available via the SEC’s web site www.adviserinfo.sec.gov.  The SEC’s web site also provides information about any persons affiliated with CMS who are registered as investment adviser representatives of the firm.  
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Item 4 – Advisory Business Capital Management Services, Inc. (CRD # 118260) (CMS) is registered as an investment adviser with the Securities and Exchange Commission.    CMS is based in Missouri and is organized as a corporation under the laws of the State of Missouri and the United States of America.  The firm has been in business since 1986.    CMS’s principal office and place of business is located at 410 Sovereign Court, Suite 14, Manchester, Missouri 63011.  Regular business hours are from 8:30am to 4:30pm Monday through Friday.  The firm can be contacted by phone at (636) 207-5829 and by fax at (636) 207-5838. James M. Gissy founded the firm in 1986 and currently serves as President.  Joseph Gissy serves as the firm’s Chief Operating Officer. CMS provides portfolio management services to individuals and businesses.  These services are primarily provided with a tactical asset allocation process using mutual funds and exchange traded funds (ETF’s).   CMS may also retain at its own expense sub-advisors or third party managers to assist with managing portfolios.  Although CMS generally has full discretionary authority to manage client portfolios, services are tailored to the individual needs of each client, and clients may impose restrictions related to the management of their account.  CMS may also refer clients to outside managers. CMS also provides customized investment advisory services to other investment managers, investment platform providers, and institutional investors.  These services may include the creation of various model portfolios, along with monitoring and periodic reallocation as necessary, or may include providing investment signals for clients to use in their own investment decision making.    In these engagements, there will be no investment advisory relationship between CMS and the clients of the other investment managers or platform providers. Additionally, CMS may also provide complimentary or fixed fee financial planning services to investment management clients as needed.   As of  12/31/2020  CMS managed approximately $160,564,327 of assets on a discretionary basis.   The firm also provided advisory services on another $63,016,000 in assets. 
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Item 5 – Fees and Compensation 

Portfolio Management Services CMS's standard fee schedule is as follows:   Account Balance                            Annual Fee   $0 - $499,999   2.00% $500,000 - $999,999   1.75% $1,000,000 - $4,999,999  1.50% $5,000,000  +    1.25%  The fee charged by CMS will be calculated and paid quarterly in advance based upon the closing balance of the account on the last day of the month in each quarter (or the opening balance of a new account).  For example, accounts under $500,000 will be charged a fee of 2.0% per year, or 0.50% per quarter.  An account of $750,000 would be charged a fee of 1.75% per year, or 0.4375% per quarter.  The fee for assets added during the quarter will be pro-rated for the period in which the assets were under management and will be due at the time the assets are added.  The firm may also charge an additional fixed fee for financial planning services.  CMS's fees are negotiable and may be higher than other advisers offering comparable services.  Clients who maintain their account with CMS for a period of 10 years will receive a discount on the annual management fee equal to .25%. Fees are generally deducted directly from client accounts on a quarterly basis in advance, but clients may elect to alternatively pay fees by check or wire transfer.  The fees charged by CMS will generally included outside management fees, but will not include other expenses such as trading costs and expenses charged by mutual funds in which Client's funds may be invested.   Additional information about brokerage practices may be found in Item 12 below. Clients will enter into a written advisory contract with CMS at the time we are retained. The Contract may be terminated by the client immediately upon notice during the first five (5) business days from the date of execution without penalty. Thereafter, the contract may be terminated by either party upon thirty (30) days' written notice. CMS's fee will be pro-rated and any unearned fees will be refunded.  Upon termination,  Client will receive a refund within sixty (60) days of the pro-rated portion of any advisory fee paid but not yet 
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earned as of the date such notice is received, less any expenses incurred by CMS on behalf of Client up to and including such date. 
Institutional Advisory  Services CMS fees to institutional clients for advisory services are determined on a case by case basis based on level and type of service provided.  Fees are generally either asset based or structured as a fee split arrangement.  Fees are generally paid monthly or quarterly directly by the client, and may be due in advance or in arrears depending on the engagement.   
 

Item 6 – Performance-Based Fees and Side-By-Side Management CMS does not charge performance based fees (fees based on a share of capital gains on or capital appreciation of the assets of a client).   
Item 7 – Types of Clients CMS provides its services to individuals, trusts and estates, businesses and employee benefit plans. CMS imposes a minimum account value of $25,000 on managed accounts. However, we may, in our sole discretion, accept accounts with a lower initial account value if we determine that the timing strategy is suitable for such an account.  Such a determination will be made on a case-by-case basis upon information furnished by prospective clients.  CMS may accept certain IRA accounts with a minimum initial balance of $2,000.  As noted previously, CMS also provides customized investment advisory services to other investment managers, investment platform providers, and institutional investors.  In these institutional engagements, CMS has no investment advisory relationship with the clients of these CMS institutional clients.  Minimums for these services are negotiated separately, based on the type of services to be provided.  
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Item 8 – Methods of Analysis, Investment Strategies and Risk of Loss CMS’s generally uses tactical asset allocation as its primary investment strategy.  A tactical asset allocation strategy is an active management strategy that rebalances the percentage of assets held in various categories in order to take advantage of market pricing opportunities and strong market sectors.   To implement this strategy, we generally buy, hold and sell various mutual funds and ETF’s.  Occasionally, we may also invest in “short” positions, which increase in value as markets go down.   Either way, we typically use no-load mutual funds primarily in mutual fund families which offer "exchange" privileges. Such privileges permit redemption proceeds to be exchanged between shares of the mutual fund family's money market fund and equity funds.    We may also retain third party managers or sub advisors to implement certain strategies.  Unless exempt from registration, these advisers are required as we are to be registered as an investment adviser in all applicable jurisdictions, and we will review and confirm registration status before recommending or using such other managers.  In addition, these advisers are also required to be authorized to conduct business in all applicable state jurisdictions. Clients should understand that the investment strategy used by advisor will necessitate purchases and redemptions of mutual fund shares in the client's accounts on an ongoing basis.  Mutual fund shares will be sold, in many cases, within thirty (30) days of purchase.   The client will typically authorize CMS to instruct the client's custodian or the mutual fund company to make exchanges between designated funds. The timing of such exchanges will be determined by us in our sole discretion. We make no guarantees, promises, or warranties as to the accuracy of our tactical asset allocation model or that the service to be rendered hereunder will result in a profit to a client. In addition, we may use a number of funds to manage client accounts. Although every effort will be made to enter or exit fund positions in a fund for all client accounts on the same day, there is no guarantee that this can be accomplished in every instance.  Tactical asset allocation models are dependent upon identifying trends in market activity. We attempt to identify markets in which the client should be "in the market" or invested in equity mutual funds that may increase in value. We also attempt to identify times of 
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anticipated market decline or anticipated sideways movement markets in which the client should be "out of the market" and invested only in a money market fund.  Sometimes we are vulnerable to taking losing positions during sideways or choppy markets where, judged in hindsight, there was no trend to follow.  While we believe our tactical asset allocation model will produce positive results, there can be no assurance or guarantee that past performance will again produce positive results in future markets.  In addition, outside forces, including government action or inaction, disruptions of the financial markets, electronic communication difficulties, and the inability or refusal of intermediaries to perform as requested, as well as other factors, may unfavorably impact performance.  We reserve the right to adjust our model from time to time if market conditions warrant.  Such adjustments may or may not produce positive results.  Mutual funds have different investment policies that range from aggressive to conservative, depending on whether the fund is designed to return high yields, to perform at market averages or to avoid losses in declining markets.  A fund's strategy, if properly executed, should result in a higher or a lower return over time.  Clients are urged to review with care the prospectus of each fund to determine the degree of risk they will assume.   Investing in securities involves risk of loss that clients should be prepared to bear.  No investment strategy can assure a profit or avoid a loss.   
 

Item 9 – Disciplinary Information  Registered investment advisers are required to disclose all material facts regarding any legal or disciplinary events that would be material to the evaluation of CMS or the integrity of the firm’s management.   In April of 2009, CMS had filed a registration application for an investment advisory representative, but the registration application had unknowingly lapsed a few months later due to an administrative error.  Because CMS had received no notification that the registration had not been approved, CMS assumed that there were no issues related to the application and that the registration had been approved.   Upon learning in early 2011 that the registration had not been approved, CMS corrected the application deficiency and confirmed approval of the registration.  In May of 2011, the Missouri Securities Division fined CMS for the registration oversight. 
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CMS is currently not subject to, nor has ever been subject to, any other legal or disciplinary events of a material nature. 
 

Item 10 – Other Financial Industry Activities and Affiliations CMS has a consulting agreement and a licensing agreement with W.E. Sherman and Company, LLC, an entity owned by a CMS representative, William A. Sherman.   Under the consulting agreement, Mr. Sherman provides CMS with portfolio and model signals for CMS to use to develop and maintain CMS proprietary model portfolios for use with certain institutional clients.  In return, CMS pays Mr. Sherman a consulting fee based on a percentage of advisory fees CMS charges to applicable clients.   Under the licensing agreement, Mr. Sherman permits CMS to use the “Sherman” name, and allows CMS access to his publications, including the “Sherman Sheets”.  Although CMS does not pay a separate licensing fee, the licensing agreement is linked to the aforementioned consulting agreement. CMS is affiliated with Strategy Marketplace, LLC and CMS Institutional, LLC, two other SEC registered investment advisers.  CMS provides similar services to, but operates separately from, these two firms.    CMS has no other financial industry affiliations.  
Item 11 – Code of Ethics 

Code of Ethics CMS has adopted a Code of Ethics expressing the firm's commitment to ethical conduct. CMS's Code of Ethics describes the firm's fiduciary duties and responsibilities to clients, and practices for reviewing the personal securities transactions of supervised persons with access to client information. The Code also requires compliance with applicable securities laws, addresses insider trading, and covers possible disciplinary measures for violations.  CMS will provide a complete copy of its Code of Ethics to any client upon request to the Chief Compliance Officer. 
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Trading Conflicts of Interest Individuals associated with CMS are permitted to buy or sell securities for their personal accounts identical to or different than those recommended to clients. However, no person is allowed to favor his or her own interest over that of a client or make personal investment decisions based on the investment decisions of advisory clients.  In order to address potential conflicts of interest, CMS retains records of employee personal securities activities.    
Item 12 – Brokerage Practices  CMS does not maintain possession of client assets.  Instead, we require all client assets be maintained in an account at a non affiliated “qualified custodian”, generally a broker dealer or bank that we require.   Although CMS cannot actually open accounts for you, we can assist you in opening an account.  Not all advisors required their clients to use a specific custodian/broker. When recommending brokers or custodians for its clients, CMS considers many different factors including quality of service, services offered, execution quality, transaction costs, reputation of the firm, financial resources, and stability, among others.  In determining the reasonableness of a broker’s compensation, we consider the overall cost to you relative to the benefits you receive, both directly and indirectly, from the broker. Your Brokerage and Custody Costs Our clients receive various services directly from our custodian.   For our clients’ accounts that our custodian maintains, the custodian generally does not charge separately for custody services but instead is compensated by charging commissions or other fees on trades that it executes or trades that are executed by other brokers to and from the custodial accounts.  Fees applicable to our client accounts were negotiated based on the condition that a certain level of assets is maintained.   We feel this commitment benefits you because we expect the overall rates you pay will be lower than they might be otherwise.   Since our custodians charge you a fee for each trade that we have executed by a different broker-dealer, we have the custodian execute most trades for your account in order to minimize your trading costs.  
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We have determined that having the custodian execute most trades is consistent with our duty to seek “best execution” of your trades. Best execution means seeking the most favorable terms for a transaction based on all relevant factors, including those listed above.   Products and Services Available to Us from Brokers/Custodians  Our custodians provides us and our clients with access to its institutional brokerage services like trading, custody, reporting, and related services, many of which are not typically available to retail customers. Our custodians also make available various support services, some of which may help us manage or administer our clients’ accounts, while others may help us manage and grow our business.  Our custodians’ institutional brokerage services which benefit you directly include access to a broad range of investment products, execution of securities transactions, and asset custody. The investment products available through our custodian include some to which we might not otherwise have access or that would require a significantly higher minimum initial investment by our clients.  Our custodian also makes available to us other products and services that benefit us but may not directly benefit you or your account. These products and services assist us in managing and administering our clients’ accounts. They include investment research, both the custodian’s own and that of third parties. We may use this research to service all or a substantial number of our clients’ accounts, including accounts not maintained at the custodian. In addition to investment research, the custodian also makes available software and other technology that provide access to client account data, facilitates trade execution for multiple client accounts, provides pricing and other market data, facilitates payment of our fees from our clients’ accounts, and assists with back-office functions, recordkeeping, and client reporting. Our custodians also offer other services intended to help us manage and further develop our business. These services include educational conferences and events, consulting on technology, compliance, legal, and business needs, publications and conferences on practice management and business succession, and access to employee benefits providers, human capital consultants, and insurance providers. The availability of these services from our custodian benefits us because we do not have to produce or purchase them.  Of course, this may give us an incentive to recommend that you maintain your account with our custodian based on our interests rather than yours, which 
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is a potential conflict of interest. We believe, however, that our selection of our custodians is in the best interests of our clients, and is primarily supported by the scope, quality, and price of our custodians’ services and not those services that benefit only us.  
Aggregation of Transactions Occasionally, CMS may aggregate trades in order to facilitate more efficient management.    When trading a particular security in a block, an average price is given to all participants in the block.   
 

Item 13 – Review of Accounts  All accounts will be reviewed as necessary on an ongoing basis, as well as each time securities are purchased or sold.  In addition, account activity and performance will be reviewed more formally on a quarterly basis.   All accounts will be reviewed by the firm’s President. Additional account reviews may be triggered by a specific client request, by a change in client goals or objectives, by an imbalance in a portfolio asset allocation, or by market or economic conditions. Clients are provided with account statements from their custodian on at least a quarterly basis which list account holdings, transactions, and fees for the period.  Clients may also be provided with written performance analysis from CMS.  These reports may include such information as purchases and sales, overall profits and losses, interest earned, etc. 
 

Item 14 – Client Referrals and Other Compensation CMS does not receive any economic benefits, sales awards, or other compensation from outside parties in connection with providing advisory services to clients.      CMS may enter into written agreements with certain individuals and entities, who will act as solicitor of accounts for CMS in accordance with the requirements of state or federal solicitor rules.  For example, clients whose accounts are solicited in this manner will be provided certain disclosure documents, including a Solicitor's Disclosure Statement which, among other things, will set forth the fee to be paid by CMS to the Solicitor.  
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CMS does not currently receive compensation from third party investment managers in the form of referral fees.  The receipt of these fees could give us an incentive to make recommendations based on our interests rather than yours, which is a potential conflict of interest.  If a client were to be introduced to a third-party investment adviser by us acting as a solicitor we shall disclose the nature of the solicitor relationship, and shall provide each prospective client with a copy of our written disclosure statement and a copy of a written solicitor’s disclosure statement disclosing the terms and conditions of the arrangement between us (the solicitor) and the third party investment manager. 
 

Item 15 – Custody As noted above, CMS does not hold client funds but instead requires that they be held by a third party “qualified custodian.”  We may however have limited control (i.e. a form of custody) in some instances to trade on your behalf, to deduct our advisory fees from your account with your authorization, or to request disbursements  on your behalf (although various types of written authorizations are required depending on the type of disbursements).  When deducting advisory fees, we are required to obtain written authorization from the applicable client and are required to notify applicable regulatory authorities that the firm has fee deduction authority.  We will assist clients in establishing with custodians.  When suggesting brokers or custodians to clients, we consider factors including the service they provide, their execution quality, the reasonableness of commissions or other charges compared to comparable parties, their reputation, integrity, experience and their financial stability.  You will receive account statements directly from your custodian at least quarterly, which will list any fee deductions and will be sent to the email or postal mailing address you provide.  We urge you to carefully review these custodial statements when you receive them and compare them to reports you receive from us.    
 

Item 16 – Investment Discretion Clients typically grant CMS the authority to determine what securities will be purchased, retained or sold in the client's account.  Any discretionary authority accepted however is subject to the client’s risk profile and investment objectives, and may be limited by any other limitations provided by the client in writing 
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CMS will not exercise any discretionary authority until it has been given authority to do so in writing.  Such authority is granted in the written agreement between CMS and the client, and in the written agreement with the third party custodian. 
 

Item 17 – Voting Client Securities CMS does not vote proxies on behalf of clients.  Clients may however contact the firm with questions about proxies they receive from their custodian.  
Item 18 – Financial Information Registered investment advisers are required in some cases to provide certain financial information and or disclosures about financial condition.  For example, if the firm requires prepayment of fees for six months in advance, has custody of client funds, or has a condition that is reasonably likely to impair its ability to meets it contractual commitments to its clients, it must make provide financial information and make disclosures.   CMS has no financial or operating conditions which trigger such additional reporting requirements and does not require prepayment of fees for six months in advance.   




