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Marco Investment Management LLC ("MIM") and Steven Marco recently entered into a 
voluntary settlement with the U.S. Securities and Exchange Commission (the "SEC") that 
resulted in the filing of an administrative Order Instituting Proceedings ("OIP") by the SEC on 
March 2, 2016. The settlement involved certain aspects of MIM's operations that the SEC 
determined violated three provisions of the Investment Advisers Act of 1940 and two related 
rules having to do with recordkeeping, calculation of assets under management, and compliance 
policies and procedures. Primarily, the settlement concerns the manner in which MIM calculated 
management fees for approximately 25 clients. Neither MIM nor Mr. Marco admitted or denied 
the factual allegations of the OIP. 

In essence, the SEC found that MIM's billing methodology at times resulted in these 
clients paying higher management fees than provided for by the terms of their written investment 
advisory agreements with MIM. At other times the methodology resulted in clients paying lower 
fees than provided for in their investment agreements. The investment agreements provide that 
MIM is entitled to receive a percentage of "[t]he market value of all gross assets in [the] account 
* * * computed as of the close of trading on the last business day of each calendar quarter." This 
same billing methodology also resulted in miscalculations ranging from 0.59% to - 0.94% of 
MIM's reported assets under management. In other words, at times MIM overstated the total 
assets it had under management, but at most by 0.59%, and at other times it understated them, 
but at most by -0.94%. MIM has contacted each of the affected clients and is refunding any fees 
paid that the SEC found excessive. The refunds are calculated without regard to any 
underbillings to these same accounts resulting from the practices described below. To the extent 
any client was undercharged, the amount of that client's refund will not be reduced by the 
undercharge. 

Most of MIM's client accounts are custodied at a specific SEC-registered custodial 
broker-dealer (the "Custodial Broker-Dealer"), where clients have access to a low interest rate 
margin facility. While not all clients take advantage of this facility, for those that do their 
margin agreements with the Custodial Broker-Dealer provide that any investment proceeds in 
their portfolios, such as cash resulting from the sale of bonds, the maturation of bonds, dividends 
and interest, will be applied to any outstanding margin loan balances they have to reduce the 
balance and therefore their interest payments. In contrast, Mr. Marco believed that because he 
and these clients intended that MIM reinvest those proceeds, it was appropriate to calculate the 
assets under management in these affected accounts by including those investment proceeds, 
even if the cash was not immediately reinvested. Because of this difference in calculation, the 
reported quarterly gross value of the affected accounts reflected on their statements from 
Custodial Broker-Dealer did not necessarily match the gross value of their accounts reported as 
"Total Value" on the Portfolio Appraisals that they received from MIM, and upon which MIM 
calculated its management fee.' When MIM calculated the quarterly management fee it included 

MIM's Portfolio Appraisals also reported a "Grand Total" value, which was a net value 
generally consistent with what the Custodial Broker-Dealer reported on its account statements. 
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in that calculation the investment proceeds which the Custodial Broker-Dealer, in contrast, had 
used to reduce these clients' margin loan balances. Each quarter MIM sent each client a Portfolio 
Appraisal and a Fee Statement that reflected the accounting and the resulting fee. 

As the OIP recognizes, MIM's billing methodology did not always result in overbillings -
in fact, at times it resulted in underbillings. For instance, if a client instructed MIM to sell 
portfolio assets to reduce a margin loan balance, the amount of the requested reduction would 
immediately be deducted from the value of the client's portfolio at MIM. If at the end of the 
quarter when the management fee was calculated the liquidation to reduce margin was not 
complete, the gross value of the account (the "Total Value" reflected on the Portfolio Appraisal) 
would be understated compared to what was reported on the statement that the client received 
from the Custodial Broker-Dealer, and the management fee charged would be less than that 
provided for in the client's investment agreement with MIM. Separate and apart from this billing 
methodology, MIM's practice was to reduce the amount of assets subject to its management fee 
in ways not required by the agreements that applied to all clients who held bonds in their 
accounts or traded options. Specifically, MIM did not include interest accrued on bonds in gross 
assets, and MIM reduced gross assets to reflect liabilities created by options positons. The OIP 
only addresses overbillings — it does not address these underbillings or the impact the 
underbillings have on any overbillings. When these underbillings are taken into consideration, 
on a net basis, MIM collected $113,396 less in management fees than it was entitled to under the 
terms of the investment agreements for the period January 1, 2010 through December 31, 2014. 

MIM and Mr. Marco always had their clients' best interests at heart, which is evidenced 
by the fact that the billing methodology worked both ways — sometimes increasing and at other 
times decreasing management fees — and that overall, MIM otherwise billed less than was 
permitted by the investment agreements. MIM has revised its policies and procedures. 
Beginning with the March 31, 2015 billing cycle, MIM swept investment proceeds remaining in 
any client's account against any margin loan balance the client maintained, consistent with the 
arrangements in the Custodial Broker-Dealer accounts. In November 2015 MIM hired a Chief 
Compliance Officer with over 22 years of compliance experience. 

Please do not hesitate to call Marco Investment Management, LLC if you have any 
questions after reviewing the OIP and this letter. We value our relationship and want to address 
any concerns or questions you may have. 


