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The Watchman Group, Inc. 
 

Form ADV Part 2 requires registered investment advisers to amend their brochure when information 

becomes materially inaccurate. If there are any material changes to an adviser’s disclosure brochure, the 

adviser is required to notify you and provide you with a description of the material changes. Material 

changes relate to The Watchman Group, Inc.’s policies, practices or conflicts of interests only. 
 

Generally, TWG will notify clients of material changes on an annual basis. However, where we determine 

that an interim notification is either meaningful or required, we will notify our clients promptly. In either 

case, we will notify our clients in a separate document. 
 

Summary of Material Changes: 
 

There are no material changes in this brochure from the last annual updating amendment of The Watchman 

Group, Inc. on 03/07/2022. Material changes relate to The Watchman Group, Inc. policies, practices or 

conflicts of interests only. 
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The Watchman Group, Inc. 
 

Item 4  ADVISORY BUSINESS 
 

The Watchman Group, Inc. (hereafter known as TWG) is an independent, fee only, SEC Registered 

Investment Advisor. The firm was founded and incorporated in the state of Texas in 2004.  

 
TWG is an investment adviser providing wealth management, financial planning, consulting, and 

investment management services to individuals, pension and profit-sharing plans, trusts, estates, 

charitable organizations, corporations and business entities.  TWG, depending upon the engagement, 

offers its services on a fee-only basis which may include hourly and/or fixed fees as well as fees based 

upon assets under management. 

 
Our goal as a firm is to build a continued working relationship with our clients.  We offer a free one-hour 

meeting with potential clients.  Prior to the meeting we request that the potential client complete a 

financial profile questionnaire.  This information will help us to better understand the client’s goals and 

risk profile. From that point we can discuss if our services are appropriate for the client. 
 

 

Wealth Management. 

TWG serves as a fiduciary and provides fee-only wealth management services, which includes the 

management of investment portfolios and a range of financial planning services.  We specialize in the 

design and management of custom portfolios that are uniquely suited to each person’s needs, objectives 

and risk parameters.  TWG manages portfolios on a discretionary basis based on a strategy and asset 

allocation agreed upon between the client and TWG. TWG may prepare an Investment Policy Statement 

that establishes the strategy and parameters by which the portfolios will be managed.  The investment 

process is transparent so that our clients always know where their portfolio stands. 

 
 

Retirement Plan Accounts – When deemed to be in the Client’s best interest, the Advisor will recommend 

that a Client rollover its retirement plan account into an account managed by the Advisor. In such instances, 

the Advisor will serve as an investment fiduciary as that term is defined under The Employee Retirement 

Income Security Act of 1974 (“ERISA”). Such a recommendation creates a conflict of interest if the 

Advisor will earn a new (or increase its current) advisory fee as a result of the rollover. No client is under 

any obligation to roll over retirement plan assets to an account managed by the Advisor.  

 

Financial Planning and Consulting 
 

 

TWG may offer financial planning services to clients.  Such advice will typically be limited in scope and 

principally advisory in nature. To the extent requested by the client, financial planning advice may be 

rendered in the areas of retirement planning, tax planning, estate planning, education planning, charitable 

giving and risk management.  This service is offered on a fee-only basis which may include hourly and/or 

fixed fees. 
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The Watchman Group, Inc. 

 

The client is under no obligation to act upon any of the recommendations made by TWG under a financial 

planning / consulting engagement and/or engage the services of any such recommended professional, 

including TWG itself.  The client retains absolute discretion over all such implementation decisions and is 

free to accept or reject any of TWG's recommendations.  Moreover, each client is advised that it remains 

his/her/its responsibility to promptly notify TWG if there is ever any change in his/her/its financial 

situation or investment objectives for the purpose of reviewing, evaluating, or revising TWG's previous 

recommendations and/or services. 

 

Prior to engaging TWG to provide any of the foregoing investment advisory services, the client will be 

required to enter into one or more written agreements with TWG setting forth the terms and conditions 

under which TWG shall render its services (collectively the "Agreement").  TWG may also provide advice 

about other types of investments held in a client's portfolio at the beginning of the advisory relationship. 

 
Client Obligations 

 
In performing its services, TWG shall not be required to verify any information received from the client or 

from the client's other professionals (i.e., attorney, accountant, etc.) and is expressly authorized to rely on 

such information.  TWG may recommend the services of itself and/or other professionals to implement its 

recommendations.  Moreover, each client is advised that it remains his/her/its responsibility to 

promptly notify TWG if there is ever any change in his/her/its financial situation or investment objectives 

for the purpose of reviewing, evaluating, or revising TWG's previous recommendations and/or services. 
 

 

Non-Participation in Wrap Fee Programs 
TWG as a matter of policy and practice does not participate in any wrap fee programs. A wrap fee 

program is defined as any advisory program under which a specified fee or fees not based directly upon 

transactions in a client’s account is charged for investment supervisory services (which may include 

management or advice concerning the selection of other investment advisers) and the execution of client 

transactions. 
 

 

Amount of Assets Under Management 
As of   December 31, 2022, TWG had $ 451,116,226.00 in assets under management on a discretionary 

basis. These assets were held at the following custodians: TD Ameritrade, Charles Schwab, and annuities 

under advisement with other custodians. TWG also had $ 29,535,070.00 in assets under advisement. 
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ITEM 5  Fees and Compensation 
 

 

A)  Compensation for Advisory Services: 
In the event the client decides to engage TWG to provide investment management services, TWG shall do 

so on a fee basis.  If engaged, TWG shall charge an annual fee based upon a percentage of the market 

value of the assets being managed by TWG. The annual fee shall be prorated and charged quarterly, in 

advance, based upon the market value of the assets on the last day of the previous quarter. 
 

 

The annual fee shall vary (between 0.25% and 1.25%) depending upon the market value of the assets 

under management and the type of investment management services to be rendered.  Specific details of 

the fee will be fully disclosed to client within the Advisory Agreement.   Rates can vary per client 

dependent on the needs and complexities of each client. There is a minimum account fee of $5,000 Per 

year. 

 

TWG generally imposes a minimum portfolio value of $1,000,000 for its investment management 

services. TWG, in its sole discretion, may negotiate to waive its stated account minimum or charge a 

lesser management fee based upon certain criteria (i.e., anticipated future earning capacity, anticipated 

future additional assets, dollar amount of assets to be managed, related accounts, account composition, 

pre- existing client, account retention, pro bono activities, etc.) 

 
TWG may also provide certain financial planning and/or investment-related consulting services.  TWG 

may charge a separate fee for these services.  In such circumstances, an additional hourly or fixed fee 

shall be agreed upon prior to rendering the consulting services. Generally, these fees range from $500 to 

$10,000 on a fixed fee basis and/or $250 on an hourly basis, depending upon the level and scope of the 

services and professional rendering the financial planning and/or consulting services. 

 
B) Billing 
The specific manner in which fees are charged by TWG is established in a client's written agreement with 

TWG. TWG will generally bill its fees on a quarterly basis.  Clients are billed in advance for each quarter. 

The client agrees to have TWG directly debit fees from client’s accounts. 

 
Management fees shall be prorated for each capital contribution and withdrawal made during the 

applicable quarter (with the exception of de minimis contributions and withdrawals).  Accounts initiated 

or terminated during a calendar quarter will be charged a prorated fee.  Upon termination of any account, 

any prepaid, unearned fees will be promptly refunded, and any earned, unpaid fees will be due and 

payable. 

 
The client may make additions to and withdrawals from the account at any time, subject to TWG's right to 

terminate an account.  If assets are deposited into an account after the inception of a quarter that exceed 

$500,000, the fee payable with respect to such assets will be prorated based on the number of days 

remaining in the quarter.  Clients may withdraw account assets on notice to TWG, subject to the usual and 

customary securities settlement procedures.  For partial withdrawals in excess of $500,000 within a 

billing period, TWG shall credit its unearned fee toward the next quarter's fee. 
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However, TWG designs its portfolios as long-term investments and assets withdrawals may impair the 

achievement of a client's investment objectives. 

 
Additions may be in cash or securities provided that TWG reserves the right to liquidate any transferred 

securities or decline to accept particular securities into a client's account.  TWG may consult with its 

clients about the options and ramifications of transferring securities.  However, clients are advised that 

when transferred securities are liquidated, they are subject to transaction fees, fees assessed at the mutual 

fund level (i.e., contingent deferred sales charge) and/or tax ramifications. 

 
C) Additional Fees - not TWG advisory charges 

 
TWG's annual fee is exclusive of, and in addition to brokerage commissions, transaction fees, and other 

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

imposed by custodians, brokers, third party investment and other third parties such as fees charged by 

managers, custodial fees, deferred sales charges, odd lot differentials, transfer taxes, wire transfer and 

electronic fund fees, and other fees and taxes on brokerage accounts and securities transactions.  Mutual 

funds and exchanged traded funds also charge internal management fees, which are disclosed in a fund's 

prospectus.  Such charges, fees and commissions are exclusive and in addition to TWG's fees and TWG 

shall not receive any portion of these commissions, fees and costs. 
 

 

D) Prorated Fees and Refunds 
 
 

For the initial quarter of investment management services, the first quarter's fees shall be calculated on a 

pro rata basis.  The Agreement between TWG and client will continue in effect until terminated by either 

party pursuant to the terms of the Agreement.  TWG's annual fee shall be prorated through the date of the 

termination and any remaining balances shall be charged or refunded to the client, as appropriate, in a 

timely manner. 
 
 
 

E) Employee Compensation 
 
TWG is compensated on a fee-only basis and does not receive commissions or other remuneration from 

the sale or redemption of securities in a portfolio, from the sale or recommendation of insurance products 

or from any source other than directly from the client. 
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ITEM 6  Performance-Based Fees and Side-By-Side Management 
 

 
TWG nor any supervised persons accept any performance-based fees (fees based on a share of capital 

gains on or capital appreciation of the assets of a client). 
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ITEM 7  Types of Clients 
 

 
 

TWG provides investment management services to the following types of clients: 

 
• Individuals (other than high net worth individual); 

• High net worth individuals; 

• Corporate pension and Profit-sharing plans (other than plan participants); 

• Trust; 

• Estates; and, 

• Charitable organizations. 

 
Required Minimum Client Accounts 
TWG generally imposes a beginning minimum portfolio value of $1,000,000 for its investment 

management services.  TWG, in its sole discretion, may negotiate to waive its stated account minimum or 

charge a lesser management fee based upon certain criteria (i.e., anticipated future earning capacity, 

anticipated future additional assets, dollar amount of assets to be managed, related accounts, account 

composition, pre-existing client, account retention, pro bono activities, etc.) 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
              9 
 
 
 



 
 
 
 
                            The Watchman Group, Inc. 
 
 
 
 
ITEM 8  Methods of Analysis, Investment Strategies and Risk of Loss 
A. TWG's uses the following methods of analysis in formulating our investment advice for 

managing client assets. 
 

 

1) Fundamental Analysis: 
The Advisor attempts to measure the intrinsic value of a security by reviewing financial and economic 

factors to determine if the security is underpriced or overpriced. These factors could include financial 

conditions, industry conditions, economic conditions, and the management strategy for the company. 

 
Fundamental Analysis does not attempt to anticipate general market movements.  This presents a potential 

risk as the price of the security can move up or down with the overall stock market regardless of the 

economic and financial factors considered in evaluating the security. 
 

 

2) Technical Analysis: 
The Advisor analyzes past market data, primarily price and volume in an effort to forecast the direction of 

prices. 

 
Technical analysis does not consider the underlying financial condition of a company. 

Instead, it holds that prices already reflect all such trends before investors are aware of them. 

 
This presents a risk in that unexpected future events may cause certain securities to rise or fall regardless 

of market movements.  The Advisor discounts the usefulness of any results produced by "technical 

analysis" and performs this type of analysis primarily to gain insight into the motivations of competing 

advisors who rely on "technical analysis" when formulating their investment strategies. 

 
3) Cyclical Analysis: 
In this type of technical analysis, the Advisor measures the movements of a particular stock against the 

overall market in an attempt to predict the price movement of the security. The Advisor discounts the 

usefulness of any results produced by "cyclical analysis" and performs this type of analysis primarily to 

gain insight in the motivations of competing advisors who rely on "cyclical analysis" when formulating 

their investment strategies. 
 

 

4) Quantitative Analysis: 
The Advisor may use certain mathematical models in an attempt to obtain more accurate measurements of 

a company's quantifiable data, such as the value of share price or earnings per share and predict changes 

to that data. 

 
A risk in using quantitative analysis is that the models used may be based on assumptions that prove to be 

incorrect. 
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5) Qualitative Analysis: 
The Advisor subjectively evaluates non-quantifiable factors such as quality of management, labor 

relations, and strength of research development factors not readily subject to measurement, in an attempt 

to predict changes to share price based on that data.  Qualitative analysis is important to the formulation 

of the Advisor's investment strategies. 

 
A risk in using qualitative analysis is that our subjective judgment may prove incorrect. 

 
6) Asset Allocation: 
Rather than focusing primarily on securities selection, the Advisor attempts to identify an appropriate 

ratio of securities, fixed income, and cash suitable to the client's investment goals and risk tolerance. 

Asset allocation is very important to the design of each client's portfolio. 

 
A risk of asset allocation is that the client may not participate in sharp increases in a particular security, 

industry or market sector.  Another risk is that the ratio of securities, fixed income, and cash will change 

over time due to stock market movements and, if not corrected, will no longer be appropriate for the 

client's goals. 

 
Risks for all forms of analysis: The Advisor's securities analysis methods rely on the 

assumption that the companies whose securities the Advisor purchases and sells, the rating agencies that 

review these securities and other publicly available sources of information about these securities, are 

providing accurate and unbiased data.  While the Advisor is alert to indications that data may be incorrect, 

there is always a risk that the Advisor's analysis may be compromised by inaccurate or misleading 

information. 

 
Investing in securities involves risk of loss that clients should be prepared to bear. 

Such risks include: 
• Market Risk 

• Interest Rate Risk 

• Currency Risk 

• Geopolitical Risk 

• Economic Risk 

In addition, frequent trading of securities can affect investment performance particularly through 

increased brokerage and other transaction fees. 

 
TWG offers advice on the following Securities: 

Equity Securities - exchange-listed securities Municipal securities 

Equity Securities - securities traded over-the-counter   Investment company securities-variable annuities 

Equity Securities - foreign issues Investment company securities - variable life insurance 

Warrants Investment company securities - mutual fund shares 

Corporate debt securities Exchange Traded Funds (ETFs) 

Commercial paper United States government securities 
Certificates of deposit Options contracts on securities 

Other 
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B. TWG uses the following sources of information: 
 

 

• Financial publications 

• Due diligence of corporate and vendor activities  

• 3rd Party research 

• Corporate rating services 

• Annual reports, prospectuses, filings with the SEC 

• Company press releases 

 
C. The investment strategies used to implement any investment advice 
given to clients includes: 
The Advisor uses the following strategies in managing client accounts, provided that such strategies are 

appropriate to the needs of the client and consistent with the client's investment objectives, risk tolerance, 

and time horizons, among other considerations: 
 
Long-Term Purchases: The Advisor purchases securities with the intent of holding them in the 

client's account for a year or longer. 

 
Typically, the Advisor employs this strategy when: 

The Advisor believes the securities to be currently undervalued; and/or 

The Advisor wants exposure to a particular asset class over time, regardless of the current projection for 

this class. 

A risk in a long-term purchase strategy is that by holding the security for this length of time, the Advisor 

may not take advantage of short-term gains that could be profitable to a client. 

Moreover, if the Advisor's predictions are incorrect, a security may decline sharply in value before the 

Advisor makes the decision to sell. 

 
Short-Term Purchases: When utilizing this strategy, the Advisor purchases securities with the 

idea of selling them within a relatively short time (typically a year or less).  The Advisor does this in an 

attempt to take advantage of conditions that the Advisor believes will soon result in a price swing in the 

securities purchased. 
 

 

Trading: The Advisor purchased securities with the idea of selling them very quickly (typically within 

30 days or less).  The Advisor does this in an attempt to take advantage of predictions of brief price 

swings.  The Advisor rarely utilizes this strategy. 

 
Short Sales: The Advisor borrows shares of a stock for the client's portfolio from someone who owns 

the stock on a promise to replace the shares on a future date at a certain price.  Those borrowed shares are 

then sold. The Advisor engages in short selling in an attempt to profit from a decline in the price of the 

security. If the Advisor is correct and the stock price declines the client will realizes a profit for the 

transaction. The Advisor rarely utilizes this strategy. 
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Margin transactions: The Advisor may purchase or own securities in client's accounts with money 

borrowed from the client's brokerage account.  This allows the client to own more securities than the 

client would be able to with cash that is available. The Advisor may use this strategy for circumstances 

specific to a certain client. 

 
Option writing: The Advisor may use options as an investment strategy.  An option is a contract that 

gives the buyer the right, but not the obligation, to buy or sell a security at a specified price on or before a 

certain date. The Advisor may utilize this strategy for circumstances specific to a certain client. 

 
No-Load Mutual Funds: The Advisor analyzes mutual funds recommended to clients based on a 

fund’s total operating expense ratio, portfolio turnover, investment objective and investment restrictions and 

limitations.  TWG may recommend that clients invest in no-load funds advised by Dimensional Fund 

Advisors (DFA) that have low operating expenses, low portfolio turnover, below average capital gain 

distributions and a fundamental investment objective of investing primarily within a particular asset class. 

DFA funds generally are available for investment only by clients of registered investment advisors who 

have been authorized by DFA to utilize their funds for the benefit of Adviser’s clients.  This means that 

you may not be able to make additional investments in DFA funds if you terminate your agreement with 

TWG or if TWG discontinues its approved status with DFA, except through another adviser authorized by 

DFA. 

 
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 your evaluation of TWG or the integrity of TWG's 

management. There has been no disciplinary action against The Watchman Group, Inc. or any of its 

affiliates. 

 
ITEM 10  Other Financial Industry Activities and Affiliations 

 
TWG provides both investment advice and financial planning services. 

 

Taylor Herzog, Director of Portfolio Management at TWG, is a shareholder of Tyme Capital Advisor, a 

state of Texas registered advisor.  TWG has no affiliation with Tyme Capital Advisors.     
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Item 11  Code of Ethics, Participation or Interest in Client Transactions 
 

TWG has adopted a Code of Ethics for all supervised persons of the firm describing its high standard of 

business conduct, and fiduciary duty to its clients.  The Code of Ethics includes provisions to the 

confidentiality of client information, a prohibition on insider trading, a prohibition of rumor mongering, 

restrictions on the acceptance of significant gifts and the reporting of certain gifts and business 

entertainment items, and personal securities trading procedures, among other things.  All supervised 

persons at TWG must acknowledge the terms of the Code of Ethics annually, or as amended. Clients may 

contact TWG to request its Code of Ethics. 

 
TWG anticipates that, in appropriate circumstances, consistent with client's investment objectives, it will 

cause accounts over which TWG has management authority to effect and will recommend to investment 

advisory clients or prospective clients, the purchase or sale of securities in which TWG. Its affiliates 

and/or clients, directly or indirectly, have a position of interest.  TWG's employees and persons associated 

with TWG are required to follow TWG's Code of Ethics.  Subject to satisfying this policy and applicable 

laws, officers, directors and employees of TWG and its affiliates may trade for their own accounts in 

securities which are recommended to and/or purchase for TWG's clients.  The Code of Ethics, which 

prohibits “front running” is designed to assure that the personal securities transactions, activities and 

interests of the employees of TWG will not interfere with: 

 
(I) making decisions in the best interest of the advisory clients and 

 
(II) implementing such decisions while, at the same time, allowing employees to invest for their own 

accounts. 

 
Under the Code of Ethics certain classes of securities have been designated as exempt transactions, based 

upon a determination that these would materially not interfere with the best interest of TWG's clients. 

 
Because the Code of Ethics in some circumstances would permit employees to invest in the same 

securities as clients, there is a possibility that employees might benefit from market activity by a client in 

a security held by an employee.  Employee trading is continually monitored, by Chief Compliance 

Officer, Mark Robinson, under the Code of Ethics, to reasonably prevent conflicts of interest between 

TWG and its clients. 

 
Certain affiliated accounts may trade in the same securities with client accounts on an aggregated basis 

when consistent with TWG's obligation of best execution.  In such circumstances, the affiliated and client 

accounts will share commission costs equally and receive securities at a total average price. 

 
TWG's clients or prospective clients may request a copy of the firm's Code of Ethics by contacting TWG. 
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Item 12  Brokerage Practices 
 

A)  Factors for Selecting or recommending broker-dealers 
 
TWG shall generally recommend that clients utilize the brokerage and clearing services of TD Ameritrade 

Institutional, a division of TD Ameritrade Investors Services ("TD Ameritrade") or Charles Schwab 

Institutional, a division of Charles Schwab & Co. for investment management accounts. 

 
Factors which TWG considers in recommending TD Ameritrade or any other broker-dealer, to clients 

include their respective financial strength, reputation, execution, pricing, research, and service. TD 

Ameritrade enables TWG to obtain many mutual funds without transaction charges and other securities at 

nominal transaction charges.  The commissions and/or transaction fees charged by TD Ameritrade may be 

higher or lower than those charged by other broker-dealers. 

 
The commissions paid by the TWG's clients shall comply with the TWG's duty to obtain "best 

execution."  However, a client may pay a commission that is higher than another qualified broker-dealer 

might charge to affect the same transaction where TWG determines, in good faith, that the commission is 

reasonable in relation to the value of the brokerage and research services received.  In seeking best 

execution, the determinative factor is not the lowest possible cost, but whether the transaction represents 

the best qualitative execution, taking into consideration the full range of a broker-dealer's services, 

including among others, the value of research provided, execution capability, commission rates, and 

responsiveness.  Consistent with the foregoing, while TWG will seek competitive rates, it may not 

necessarily obtain the lowest possible commission rates for client transactions. 

 
If the client request TWG to arrange for the execution of securities brokerage transactions for the client's 

account, TWG shall direct such transactions through broker-dealers that TWG reasonably believes will 

provide best execution.  Transactions may be cleared through other broker-dealers with whom TWG and 

the Financial Institution(s) have entered into agreements for prime brokerage clearing services.  TWG 

shall periodically and systematically review its policies and procedures regarding recommending broker- 

dealers to its client in light of its duty to obtain best execution. 

 
The client may direct TWG in writing to use a particular broker-dealer to execute some or all transactions 

for the client.  In that case, the client will negotiate terms and arrangements for the account with that 

broker-dealer, and TWG will not seek better execution services or prices from other broker-dealers or be 

able to "batch" client transactions for execution through other broker-dealers with orders for other 

accounts managed by TWG (as described below).  As a result, the client may pay higher commissions or 

other transaction costs or greater spreads, or receive less favorable net prices, on transactions for the 

account than would otherwise be the case.  Subject to its duty of best execution, TWG may decline a 

client's request to direct brokerage if, in TWG's sole discretion, such directed brokerage arrangements 

would result in additional operational difficulties. 
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Item 12  Brokerage Practices- Continued 
 

Transactions for each client generally will be affected independently, unless TWG decides to purchase or 

sell the same securities for several clients at approximately the same time.  TWG may (but is not 

obligated to) combine or "batch" such orders to obtain the best execution, to negotiate more favorable 

commission rates, or to allocate equitably among TWG's client’s differences in prices and commissions or 

other transaction costs that might have been obtained had such orders been placed independently. 

 
Under this procedure, transactions will generally be averaged as to price and allocated among TWG's 

clients pro rata to the purchase and sale orders placed for each client on any given day.  To the extent that 

TWG determines to aggregate client orders for the purchase or sale of securities, including securities in 

which TWG's Advisory Affiliate(s) may invest, TWG shall generally do so in accordance with applicable 

rules promulgated under the Advisers Act and no-action guidance provided by the staff of the U.S. 

Securities and Exchange Commission.  TWG shall not receive any additional compensation or 

remuneration as a result of the aggregation.  In the event that TWG determines that a prorated allocation 

is not appropriate under the particular circumstances, the allocation will be made based upon other 

relevant factors, which may include: (i) when only a small percentage of the order is executed, shares may 

be allocated to the account with the smallest order of the smallest position or to an account that is out of 

line with respect to security or sector weightings relative to other portfolios, with similar mandates; ii) 

allocations may be given to one account when one account has limitations in its investment guidelines 

which prohibit it from purchasing other securities which are expected to produce similar investment 

results and can be purchased by other accounts;  (iii) if an account reaches an investment guideline limit 

and cannot participate in an allocation, shares may be reallocated to other accounts (this may be due to 

unforeseen changes in an account's assets after an order is placed);  (iv) with respect to sale allocations, 

allocations may be given to accounts low in cash; (v) in cases when a pro rata allocation of a potential 

execution would result in a de minimis allocation to one or more accounts, TWG may exclude the 

account(s) from the allocation; the transactions may be executed on a pro rata basis among the remaining 

accounts; or (vi) in cases where a small proportion of an order is executed in all accounts, shares may be 

allocated to one or more accounts on a random basis. 

 
Consistent with obtaining best execution, brokerage transactions may be directed to certain broker-dealers 

in return for investment research products and/or services which assist TWG in its investment decision- 

making process.  Such research generally will be used to service all of TWG's clients, but brokerage 

commissions paid by one client may be used to pay for research that is not used in managing that client's 

portfolio.  The receipt of investment research products and/or services as well as the allocation of the 

benefit of such investment research products and/or services poses a conflict of interest. 
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Item 12  Brokerage Practices- Continued 
 

 
 

B)  Research and Soft Dollar Benefits: 
 
TWG may receive from TD Ameritrade or Charles Schwab, without cost to TWG, software and related 

systems support, which will allow TWG to better monitor client accounts. 

 
TWG may receive the software and related support without cost because TWG renders investment 

management services to clients that maintain assets at TD Ameritrade or Charles Schwab. 

 
Specifically, TWG may receive the following benefits from TD Ameritrade or Charles Schwab: 

• access to a trading desk that exclusively services its registered investment advisor 

• access to block trading which provides the ability to aggregate securities transactions 

• access to an electronic communication network for client order entry and account information 

• educational conferences and events 

• consulting on technology, compliance, legal and business needs 

• research 

• pricing and other market data 

 
Except as provided for in any applicable wrap fee program, the brokerage commission and/or transaction 

fees charged by any custodian are exclusive of and in addition to TWG's fee. 

 
Soft dollar benefits are not limited to those clients who may have generated a particular benefit although 

certain soft dollar allocations are connected to particular clients or groups of clients. 
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Item 13  Review of Accounts 
 

For those clients to whom TWG provides investment management services, TWG monitors those 

portfolios as part of an ongoing process while regular account reviews are conducted on at least a 

quarterly basis.  For those clients to whom TWG provides financial planning and/or consulting services, 

reviews are conducted on an "as needed" basis.  Such reviews are conducted by the Principal of TWG, 

and/or Representatives.  All investment advisory clients are encouraged to discuss their needs, goals, and 

objectives with TWG and to keep TWG informed of any changes in their financial situation.  TWG shall 

contact ongoing investment advisory clients at least annually to review its previous services and/or 

recommendations and to discuss the impact resulting from any changes in the client's financial situation 

and/or investment objectives. 

 
Reports: 

 
Investment management clients are provided with transaction confirmation notices and monthly account 

statements directly from the broker-dealer or custodian. 

 
Those clients to whom TWG provides investment advisory services will also receive a quarterly report 

from TWG that includes such relevant account and/or market-related information such as an inventory of 

account holdings and account performance. (These reports are loaded to the Client’s portal and paper 

copies are sent by request only.) 

 
Those clients to whom TWG provides financial planning and/or consulting services will receive reports 

from TWG summarizing its analysis and conclusions as requested by the client or otherwise agreed to in 

writing by TWG. 
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Item 14  Client Referrals and Other Compensation 
TWG does not compensate any outside parties for client referrals, nor does TWG receive any non-cash 

economic benefit for client referrals. 
 

Item 15  Custody 
 

It is TWG policy to not accept custody of a client’s securities.  In other words, TWG is not granted access 

to the client’s accounts which would enable TWG to withdraw or transfer or otherwise move funds or 

cash from any client account to TWG’s accounts or the account of any third party (other than for purposes 

of fee deductions, as explained below).  

 

If the Client gives the Advisor authority to move money from one account to another account, (Standing 

Letters or Authorization), the Advisor may have custody of those assets. In order to avoid additional 

regulatory requirements, the Custodian and the Advisor have adopted safeguards to ensure that the money 

movements are completed in accordance with the Client’s instructions 

  

However, with a client’s consent, TWG may be provided the authority to seek deduction of TWG’s fees 

from a client’s accounts; this process generally is more efficient for both the client and the Investment 

adviser.  The account custodian does not verify the accuracy of TWG’s advisory fee calculation. 

 
All TWG’s clients receive account statements directly from qualified custodians that maintain the assets 

of TWG’s clients. The client should carefully review these account statements and compare them to the 

quarterly reports that TWG provide.  Statements provided by TWG may vary from custodial statements 

based upon accounting procedures, reporting dates, or valuation methodologies of certain securities. 

TWG urges all clients to compare statements in order to ensure that all account transactions, including 

deductions to pay advisory fees, remain proper, and to contact TWG with any questions. 

 
Item 16  Investment Discretion 

 

TWG usually receives discretionary authority from the client at the outset of an advisory relationship to 

select the identity and number/amount of securities to be bought or sold.  In all cases, however, such 

discretion is exercised in a manner consistent with the stated investment objectives for the particular 

client. 

 
Clients opening discretionary accounts are required to execute an Investment Advisory Agreement and a 

Limited Power of Attorney that grants TWG authority to manage their assets on a discretionary basis, 

meaning we have the authority to select the identity and amount of securities to be bought or sold in the 

client’s account. 

 
When selecting securities and determining amounts, TWG observes the investment policies, limitations 

and restrictions of the clients for which it advises.  For registered investment companies, TWG's authority 

to trade securities may also be limited by certain federal securities tax laws that require diversification of 

investments and favor the holding of investments once made. 

 
Investment guidelines and restrictions should be provided to TWG in writing. 
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Item 17  Voting Client Securities 
 

TWG may vote proxies on behalf of its clients.  When TWG accepts such responsibility, it will only cast 

proxy votes in a manner consistent with the best interest of its clients.  Absent special circumstances, 

which are fully- described in TWG's Proxy Voting Policies and Procedures, all proxies will be voted 

consistent with guidelines established and described in TWG's Proxy Voting Policies and Procedures, as 

they may be amended from time-to-time.  At any time, clients may contact TWG to request information 

about how TWG voted proxies for that client's securities or to get a copy of TWG's Proxy Voting Policies 

and Procedures.  A brief summary of TWG's Proxy Voting Policies and Procedures is as follows: 

 
TWG has formed a Proxy Voting Committee that will be responsible for monitoring corporate 

actions making voting decisions in the best interest of clients and ensuring that proxies are submitted in a 

timely manner. 

 
The Proxy Voting Committee will generally vote proxies according to TWG's then current Proxy Voting 

Guidelines.  The Proxy Voting Guidelines include many specific examples of voting decisions for the 

types of proposals that are most frequently presented, including: composition of the board of directors; 

approval of independent auditors; management and director compensation; anti-takeover mechanisms and 

related issues; changes to capital structure; corporate and social policy issues; and issues involving mutual 

funds. 

 
Although the Proxy Voting Guidelines are to be followed as a general policy, certain issues will be 

considered as a case-by-case basis based on the relevant facts and circumstances. Since corporate 

governance issues are diverse and continually evolving, TWG shall devote an appropriate amount of 

time and resources to monitor these changes. 

 
In situations where there may be a conflict of interest in the voting of proxies due to business 

or personal relationships that TWG maintains with persons having an interest in the outcome of 

certain votes, TWG will take appropriate steps to ensure that its proxy voting decisions are made in 

the best interest of its clients and are not the product of such conflict. 
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Item 18  Financial Information 
 

 
Registered investment advisers are required in this item to provide you with certain financial information 

or disclosures about TWG's financial condition. 

 
TWG has no financial commitment that impairs its ability to meet contractual and fiduciary commitments 

to clients and has not been the subject of a bankruptcy proceeding. 
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