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ltem2  Material Changes

This item is used to provide our clients with a suemny of new and/or updated information. We willdnh you
of any material revision(s) based on the natuth®fupdated information.

Consistent with the new rules introduces in July®Qdve will ensure that you receive a summary gf an
material changes to this and subsequent brochutleis\l20 days of the close of our business’ figer.
Furthermore, we will provide you with other interdisclosures about material changes as necessary.

In terms of this brochure, dated March 26, 201&rdlare no materials changes to our previouslyighdxd
brochure, dated March 21, 2011.
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ltem 4  Advisory Business

Introduction

Walthausen & Co, LLC ("Walthausen & Co.") is a SEgistered investment adviser with its principalgal of
business located in Clifton Park, NY. Walthause@@&: began conducting business in 2007.

Listed below are the firm's principal shareholdees, those individuals and/or entities contra@li25% or more
of this company):

John Butler Walthausen
Investment Advisory Services — Separate Accounts
Walthausen & Co. provides discretionary investnaghisory services to:
* Pension and profits sharing plans
» Corporations
* Foundations, endowments and other charitable azghons
» Trusts and high net worth individuals

Accounts are managed as separate accounts. Senagdse provided on either a direct advisory basisn a
sub-advisory basis.

The firm specializes in providing investment adwsservices using a value strategy in the smallsandll to
mid capitalization segment of the US domestic éegiimarket. This value strategy involves investing
companies that appear under-priced according taindinancial measurements of their worth or basm
prospects.

Advisory accounts are managed on a discretionasis b&ome institutional clients may impose resois
based on the stated investment policies of théutish. This may include restrictions on investingertain
securities, types of securities, or industry sestamongst other things.

Investment vehicles used in managing client pad$omay include:
» Exchange-listed securities
» Securities traded over-the-counter
*  Warrants
* Convertible securities

Cash and cash equivalents are also utilized in giaggortfolios. However, given that client portad are
structured with the goal of being fully investedsimall cap and small to mid cap securities, cagienerally
used as a vehicle for opportunistic purchasesratha defensive vehicle. In addition, Walthause@id does
not manage the cash portion of client portfolios.

Two strategies are offered; Small Cap Value andc$&alue. Clients can select which managementoggpr
they would like for their account/s.

Small Cap Value

This strategy focuses on capturing value at theeteand of the market capitalization range invesiting
securities with market caps of between $75 milkod $1.5 billion on initial purchase. We believatth focus
on smaller stocks, many of which fall below thegathat many investment managers search, allows for
identifying and capturing unusual inefficiencietock selection is focused on identifying uniqueaitons that
tend to be more numerous in the small cap univ@&wsefolio returns can be less consistent thanetfioshe



small/mid-cap strategy because shares of thesdesroaimpanies tend to be more volatile. Typicatlignt
portfolios are constructed using 75 and 100 seaearitVe select securities based on a two to treae y
investment horizon.

The benchmark for this strategy is the Russell 208l0e Index which measures the performance o$tha!
cap value segment of the U.S. equity universacludes companies with lower price-to-book ratind bower
forecasted growth values.

Select Value

This strategy focuses on capturing value at thedrignd of the small cap value market capitaliratéimge,
investing in companies with market caps of betw&s00 million and $4 billion on initial purchase. & ktrategy
focuses on companies where management has a pema@d of generating above average returns ontedes
capital. We believe that the value of many compaimighis category is underestimated as thereténafo
specific corporate developments that have generiegstor interest. This can lead to lower valuagiand
lower volatility. The balance of the portfolio casts of companies that are classified as specistsons, which
may include spinoffs, turnarounds, and companiekiwg to reduce high debt levels. Typically, client
portfolios are constructed using 40 to 50 secwitde select securities based on a two to threeiyesstment
horizon.

The benchmark for this strategy is the Russell 288l0e Index which measures the performance o$thall to
mid cap value segment of the U.S. equity univdtsecludes companies with lower price-to-book dmer
forecasted growth values.

Investment Advisory Services — Mutual Funds

Walthausen & Co. serves as the sponsor and invastareiser to Walthausen Funds, an open-end mareadem
company registered under the Investment Act of 194@lthausen Funds is comprised of two funds; the
Walthausen Small Cap Value Fund, and the Waltha8séett Value Fund. Walthausen & Co., provides
investment management services to the funds inrdanoe with the investment objectives and polisitsout

in each Fund’s prospectus and Statement of Additibmiormation filed with the U.S. Securities ankicBange
Commission. We provide the investment managemenicss to the Fund pursuant to a management agreeme
between Walthausen & Co., and Walthausen Funds.

Interested investors should refer to each Funaisgectus and Statement of Additional Information f
important information regarding objectives, investits, time-horizon, risks, fees, and additionatldsures.
These documents are available on-linenatv.walthausenfunds.car®rior to making any investment in the
fund, investors and prospective investors shouldfally review these documents for a comprehensive
understanding of the terms and conditions applecédil investment in the Mutual Fund.

In addition, we offer investment advisory serviessa sub-advisor to mutual funds in the small @pevand
small to mid cap value segments of the U.S domesitiity market.

Assets Under Management

As of 3/23/2012, we were actively managing $648,863 of clients' assets on a discretionary basis.

ltem5  Fees and Compensation

Investment Advisory Services — Separate Account Fee

Our annual fee for investment advisory serviceséarately managed accounts is 1.00%, and is baseda
percentage of assets under management.

A minimum of $5,000,000 of assets under management is requirehi$ service. This account size may be
negotiable under certain circumstances. Waltha&8s€n, LLC may group certain related client accouotsthe
purposes of achieving the minimum account sizedmtermining the annualized fee.



Although Walthausen & Co, LLC has established floeegmentioned fee, we retain the discretion to tiatm
alternative fees on a client-by-client basis. Glfacts, circumstances and needs are consideaténmining
the fee schedule. These include the amount ofsagsee placed under management; whether the acisoun
managed on a direct advisory basis or on a sulsadvbasis; anticipated future additional assetd;related
accounts, among other factors. The specific arfieeadchedule is identified in the contract betwibenadviser
and each client.

We may group certain related client accounts ferghrposes of achieving the minimum account size
requirements and determining the annualized fee.

Fees Billed in Advance or Arrears Advisory fees are billed in advance at the beigigrof each calendar
quarter based upon the asset value (market valileg alient's account equity at the end of theviongs
guarter. Some advisory fees, as agreed to witpdhtcular client, may be billed in arrears at ¢mgl of each
calendar quarter based upon the asset value (maalkef) of the client's account at quarter-endgiom@n
average assets managed basis over the courseafatier.

Clients are billed on a quarterly basis in accocganith the terms set forth in the Client Managemen
Agreement.

Investment Advisory Services — Mutual Funds

Walthausen & Co. provides the investment adviseryises to the two existing Walthausen Funds mutuads
pursuant to a management agreement between Wath&uSo., LLC and Walthausen Funds.

Walthausen Small Cap Value Fundor its services, Walthausen & Co. receives &astment management
fee equal to 1.00% of the average daily net asddbe Fund. In addition, we have a services agemenvith the
Fund whereby we receive an additional fee of 0.460the first $100 million of assets under manageraad
0.25% on assets in excess of $100 million, anahliged to pay the operating expenses of the Fuolliding
management fees, brokerage fees and commissiaas, taorrowing costs (such as (a) interest andigijend
expenses on securities sold short), the cost afisaifunds and extraordinary expenses.

Walthausen Select Value Fundror its services, Walthausen & Co. receives aastment management fee
equal to 1.00% of the average daily net assetseoFund. In addition, we have a services agreemigmthe
Fund whereby we receive an additional fee of 0.46%ssets under management, and are obliged tthpay
operating expenses of the Fund excluding managei@esitbrokerage fees and commissions, taxes,wiogo
costs (such as (a) interest and (b) dividend exgseos securities sold short), the cost of acquireds and
extraordinary expenses.

Further details regarding fees can be found in éaufl's prospectus and Statement of Additional dmfation,
and on the Walthausen Funds web sitevatv.walthausenfunds.cam

Additional Information relating to Fees and Expenss

Termination of the Advisory RelationshipA client agreement may be canceled at any timejther party, for
any reason upon receipt of thirty (30) days writtetice. Upon termination of any advisory accoanty
prepaid, unearned fees will be promptly refundeaalculating a client’s reimbursement of fees,wik pro
rate the reimbursement according to the numbeays$ demaining in the billing period.

Additional Fees and Expensedn addition to our advisory fees, clients argoalesponsible for brokerage and
other transaction costs imposed by broker dealbishneffect transactions for the client's accoynfftease
refer to the "Brokerage Practices" section (Itemdf2zhis Form ADV for additional information.

Advisory Fees in GeneralClients should note that similar advisory sersiogy (or may not) be available from
other registered (or unregistered) investment adsi®r similar or lower fees.

Limited Prepayment of FeesUnder no circumstances do we require or sghiayment of fees in excess of
$1200 more than six months in advance of servieedared



ltem 6  Performance-Based Fees and Side-By-Sidanagement

Walthausen & Co, LLC does not charge performancathdéees.

ltem7  Types of Clients

Walthausen & Co, LLC provides advisory servicethefollowing types of clients, as disclosed imité:
» Pension and profit sharing plans
» Corporations
* Foundations, endowments and other charitable azghons
» Trusts and high net worth individuals

* Registered investment companies (mutual funds)

As previously disclosed in Item 5, our firm hasagtished certain initial minimum account requiretsebased
on the nature of the service(s) being provided.g=more detailed understanding of those requiresnelgase
review the disclosures provided in each applicablwice.

Iltem 8  Methods of Analysis, Investment Stratags and Risk of Loss

Method of Analysis
We use the following method of analysis in managilent assets:
Fundamental Analysis.

We believe that successful investors buy compaaftes a detailed analysis of a company’s fundamenta
characteristics. The analysis we perform involvesogess that concentrates on understanding thparzents,
guality and sustainability of a company’s cash fland the ability of management to employ that dkmsi to
enhance the company’s value.

We look at specific financial factors using thigtbon up approach. We focus on individual stocksl éueir
financial condition and management of the compaatyer than focusing on economic and market cybdlas.
try to understand the company we research askingdo buy the company, not just a tradable séguri
Industry conditions are also taken into accourdraftitial company analysis when considering a canypfor
purchase.

As fundamental analysis does not attempt to amieimarket movements, this presents a potentialassthe
price of a security can move up or down along whthoverall market regardless of the economic arahtial
factors considered in evaluating the stock.

Investment Process — Small Cap and Small to Mid Capmpanies
Overview

We believe that the process we employ to identifgls and small to mid cap stocks to add to cliesrtfplios,
addresses the major issues unique to that universe:

* A wealth of choices given the number of comparties make up that universe

* The lack of liquidity that may impact our ability buy and sell the stock



» Checkered operating histories in smaller companies
* Businesses with narrowly focused businesses

Given these, and other factors, we believe thatnaistent methodology is required to efficientlgntify the
most promising portfolio candidates. This forcesauscus on the most promising of the thousandswll and
small to mid cap stocks in the market.

Narrowing the focus — scoring the universe

We have developed a proprietary scoring systemctirabe applied to the entire population of comgamithin
the universe of small to mid cap companies. We leaed that simple screening does not providédse
results because it tends to eliminate stocks fronsicleration which have just one obvious flaw, eférhas
many other favorable characteristics. Companiesenred based on twelve specific criteria acriggshfroad
categories:

* Valuation
» Wall Street sentiment — how broadly a company liefieed by Wall Street analysts

* Insider sentiment — have management been buyieg &o themselves, and/or buying stock of the
company in the open market

* Financial strength — how much debt does the compawg on its balance sheet

* Confirmation of improving company fundamentals e thcus is on revenue and margin growth

Each stock is ranked by deciles for each criteaiot weighted. The scores for different characiesigtre then
averaged to arrive at a ranking. This is onlyaatistg point in our process. The factors we testéfiect our
observations of factors which characterize prorgisitocks.

Detailed analysis — Refining the financial statemtsn

We then do a detailed analysis on companies wiuatesvell in our ranking. We start with publicadlyailable
company filings and build historical financial méslasing formats that are consistent. This allog/goumore
easily find the information that we need to do analysis. In constructing the models, the twoaaltareas for
us are the cash flow statement and balance shemiis'ewe believe that they, in combination, allevicu
evaluate a company’s sustainable free cash flow.d@ifinition of free cash flow is cash flow fromearations
less capital expenditure. To do this, we tie initfttwme statement with the balance sheet and t@sh f
statements.

Once we complete the historical analysis and rewkSEC filings including 10Ks, 10Qs and proxy staents,
we look to the future. We examine press releasgderence calls, presentations, information frommgetitors
and economic data and begin to project future selsings, cash flow and potential uses of caghir we
consider cash flow to be critical. A strong susthie free cash flow gives management choices. Tapyse
the cash flow to invest and expand, acquire otbempanies, reduce debt, buy in stock or pay divideWde
then review our expectations against company geeland investment analysts published estimates.

At that point, after having completed our reseanatl identifying important business issues, we magtrwith
or speak with company management. The basis ofthgsis to determine if our understanding of the
company'’s business is correct, as well as to asoeshere management sees potential to build sblaieh
value, what the specific initiatives are, what tinge line is and what the risks are.

Portfolio Construction and Risk Control

After our analysis has been completed, we will lemburchase a stock for client portfolios if:



» the company is trading in the market at a discoahiation

» the company is capable of sustaining ample frel flas as defined above

* management has, in our opinion, an achievablefplaouilding shareholder value; and

* management’s historic record suggests that thegapable of implementing their strategy

We look to minimize stock’s specific risks by build diversified portfolios for clients. We begin bpalyzing

and understanding the risks as well as the potestiards in each stock. We then build the portfoine stock
at a time with a goal of being well diversified a broad range of industries. We maintain tkenba of the
portfolios by constant trimming and rebalancing.

Sell Discipline

Constantly monitoring developments for each comparayclient’s portfolio is just as critical to as the initial
research performed before purchase. A sell deccaaarbe triggered by several changes - some gabdane
bad. Our tracking helps us to identify which stk sell. The primary reasons we will elect tib @ereduce a
position are:

* management is no longer doing a good job of imptaatetheir stated strategy

» a shift of stated strategy signaling that manage¢methe Board has lost confidence in the original
strategy we supported

» demand, pricing and cost factors for the compapgdsluct and services changes

» we think that we can make a reasoned judgmentgshmatt reflected in the stock price

e price appreciation and valuation hit targets - efepsice targets and begin selling a portion of the
position. We then go back and do a new analysisigske question: “Would we buy this stock at this
price at this time?” If not, then we sell the pinsi. If the answer is yes, then we have done a
constructive rebalancing.

Risks for all forms of analysis.Our securities analysis methods rely on the apsamthat the publicly-
available sources of information about the companikose securities we purchase and sell, aredingyi
accurate and unbiased data. While we are alentiodtions that data may be incorrect, there isgbna risk
that our analysis may be compromised by inaccunaieisleading information.

Risks of small and small to mid capitalization coames.The earnings and prospects of these companies are
generally more volatile than larger companies. Tinay have:

* higher failure rates
* lower trading volumes which may increase the viiatf price movements
» limited markets, product lines or financial resasc

Risks of investing in common stockSlient portfolios are primarily invested in commstocks. Some of the
risks associated with common stock investing inefud

» financial risk of selecting individual companiesitltlo not perform as anticipated either in terms of
revenues or earnings

» the risk the either domestic and/or internatiotatls markets may experience turbulence and ingtabil
which may impact a company’s, and consequentlyrdglio’s market value

Risks of value investingvalue investing attempts to identify companiesiisglat a discount to their intrinsic
value. However, a company’s intrinsic value mayarede fully realized by the market, or a companyjwadged
to be undervalued may actually be appropriatecedrichis is a case where our strategy may fairddyce the
intended results from the investment.



Sector risk.Although we build client portfolios on an individugtock basis, there is the possibility that stocks
within the same group of industries, or sectormafistry, will decline in price due to sector-sgiecnarket or
economic developments.

Risk of Loss. Securities investments are not guaranteed aedtslmay lose money on the investments that we
make on their behalf.

ltem 9  Disciplinary Information

We are required to disclose any legal or disciplirevents that are material to a client's or prospe client's
evaluation of our advisory business or the intggrftour management.

Our firm and our management personnel have no taperdisciplinary events to disclose.

Item 10  Other Financial Industry Activities and Affiliations

Our firm and our related persons are not engagethigr financial industry activities and have nbestindustry
affiliations.

Mutual Fund:

We previously disclosed in "Advisory Business"fitd) and "Fees and Compensation" (Item 5) of this
brochure that our firm is the investment adviseh®Walthausen Small Cap Value Fund and the Wad#ma
Select Value Fund, investment companies registenddr the Investment Company Act of 1940. We dedad
to the mutual funds through common control. Pleafer to these items for a detailed explanatiothisf
relationship.

In terms of potential conflicts of interest relatedhe mutual funds with respect to allocatiorelant portfolio
purchases and sales, refer to Iltem 12, “Brokeragetiees”.

ltem 11 Code of Ethics, Participation or Interat in Client Transactions and Personal Trading

Our firm has adopted a Code of Ethics which seth faigh ethical standards of business conductvileat
require of our partners and employees, includingm@nce with applicable federal securities laws.

Walthausen & Co. and our personnel owe a dutyydlty, fairness and good faith towards our clieats] have
an obligation to adhere not only to the specifiovsions of the Code of Ethics but to the generiagiples that
guide the Code.

Our Code of Ethics includes policies and procedtoethe review of quarterly securities transacsioaports as
well as initial and annual securities holdings mpthat must be submitted by the firm’'s accessqes.

In addition, our Code of Ethics is designed to esslat the personal securities transactions,iiesvand
interests of our partners and employees will n@rfere with (i) making decisions in the best ietrof
advisory clients and (ii) implementing such deaisiovhile, at the same time, allowing employeesitest for
their own accounts.

Our firm and/or individuals related to our firm mayy or sell for their personal accounts securitdestical to
or different from those purchased or sold for diants. In addition, any related person(s) may havénterest
or position in a certain security(ies) which magoabe purchased or sold for a client. To avoidaatr
potential conflicts of interest with our clientgcass persons are required to obtain written apphmfore
purchasing and selling any security for their owaoelated account, as defined in our Code.

It is the expressed policy of our firm that no partor employees of the firm may purchase or $8ll a
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security(ies) on the same day a similar transagd)ds being implemented for an advisory accoungteby
preventing such employee(s) from having a condifdnterest with transactions placed on behalfdfisory
accounts.

Walthausen & Co.’s Code of Ethics further incluttes firm's policy prohibiting the use of materiampublic
information. While we do not believe that we hawg particular access to non-public information, all
employees are reminded that such information maypeased in a personal or professional capacity.

The Code of Ethics also includes policies and ptaces covering the following subjects:
» Gifts and entertainment
» Directorships of public companies
* Duty of confidentiality

A copy of our Code of Ethics is available to ouviadry clients and prospective clients. You mayuesj a
copy by email sent to mhodge @walthausenco.cony ealing us at 518-348-7217.

ltem 12  Brokerage Practices

Walthausen & Co. provides investment managemenicgsron a discretionary basis. The firm requitents
to provide us, as part of our advisory agreemanthority to determine the broker dealer to usethad
commission costs that will be charged to thesendi®or these transactions.

Walthausen & Co. endeavors to select those brakeaiealers which will provide the best servicethatlowest
commission rates possible. We attempt to seekdbedxecution of clients’ transactions under the
circumstances of any particular transaction. Acemlg, the firm will execute securities transacsdor clients
in such a manner that the clients' total cost oc@eds in each transaction is the most favoratdenthe
circumstances.

We take a number of factors into account in deteimgithe use of any broker-dealer including, ambotzer
things:

* Business reputation and financial position

* Their ability to consistently execute orders oroateffective basis

* Provision of prompt and accurate execution reports

* Preparation of timely and accurate confirmations

* Prompt delivery of securities and cash proceeds

* Provision of meaningful research services thatimosed by our firm in making investment decisions
» Provision of other desired and appropriate services

In making its determination on a transaction bygetion basis, the firm will consider the full genand
quality of a broker's services in placing its osdicluding, among other things, the execution béipa
commission rate, financial responsibility, valua@$earch, availability of hard-to-borrow secustsnd
general responsiveness to the firm. We may, thexgfse a broker who provides useful research and
securities transaction services even though a loa@mission may be charged by a broker who offers n
research services and minimal securities transaaseistance. We view costs as important in tradiag
we believe they are secondary to the ultimate vaticed to an investment strategy.

There may be an additional number of both qualitagind quantitative factors that add value to itaging
process. These factors used to assess execultility quay include:

»  Opportunity for price improvement from the natiobakt bid and offer
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» Character of the market (e.g. price, volatilityatize liquidity, and pressure on available
communications).

* Number of primary markets checked.

» Occasion and accessibility of the broker/dealgrimary markets.

» Size and type of transaction.

» Client's investment objectives and constraints.

Execution of client transactions varies accordmthe security traded and prevailing market cirdamses
while also meeting the portfolio manager's objegivlhese may include everything from market ligpidhe
manager's risk tolerance, the investment time fraand benchmark considerations as well as oveaken
sentiment. We believe that balancing these coresideis will potentially lead to more efficient tiad and
lower trading costs, which should help overall fmit performance. These sorts of judgment calghhght the
continued importance of trader skill and the kifidkmowledge that cannot be reproduced by an eleictro
system.

Use of Soft Dollars

Consistent with obtaining best execution for clehie firm may direct brokerage transactions fients'
portfolios to brokers who provide research and etien services to Walthausen & Co. and, indiredty,
Walthausen & Co.'s clients. Section 28(e) of theuBites Exchange Act of 1934 establishes a safiednahat
allows Walthausen & Co. to use client funds to pase research and execution services for their geana
accounts under certain circumstances. This isdagmition of the value of research in managingntlaccounts,
protecting managers from liability for a breacHidticiary duty solely on the basis that they pamtenthan the
lowest commission rate in order to receive thesaaes provided by a broker-dealer, if the manatgermined
in good faith that the amount of the commission wasonable in relation to the value of the sesviegeived.
Essentially, soft dollar payments made directlgualified research or other soft dollar providgayments for
only research related expenses, and payments m#& toaeimburse an Adviser for previously paid erges
would likely fall within the safe harbor of Secti@8(e). There is no safe harbor for expenses thaotfall into
these categories. and are designed to supplemeatnouinternal research and investment strateggiuitipies.
This may be done without prior agreement or undaedihg by the client (and done at our discretion).

Research services obtained through the use ofisltéirs may be developed by brokers to whom brajesis.
directed or by third-parties which are compensatethe broker. Walthausen & Co. does not attemputa
specific dollar value on the services rendere@ @ilbcate the relative costs or benefits of the®ices among
clients, believing that the research we receivéheilp us to fulfill our overall duty to our client

Certain items obtainable with soft dollars may Ibetused exclusively for either execution or redeassvices.
The cost of such "mixed-use" products or serviclse fairly allocated and Walthausen & Co. makegood
faith effort to determine the percentage of suddpcts or services which may be considered as timezd
research. The portions of the costs attributableteresearch usage of such products or serviegsasd by our
firm to the broker-dealer in accordance with thevigions of Section 28(e) of the Securities Excleafgt of
1934.

When Walthausen & Co. uses client brokerage coniomisgo obtain research or brokerage servicesgagive
a benefit to the extent that Walthausen & Co, Ligésinot have to produce such products internally or
compensate third-parties with our own money fordekvery of such services. Therefore, such usdient
brokerage commissions results in a conflict ofriege because we have an incentive to direct diimkerage to
those brokers who provide research and servicasgtilize, even if these brokers do not offer thetlpgie or
commission rates for our clients.

Within our last fiscal year, we have obtained thiéofving products and services on a soft-dollaidas

» Traditional proprietary research reports analyzivgperformance of a particular company or industry
sector

» Discussions with research analysts
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» Meetings with corporate executive to obtain orgbmts on performance of their company
» Attendance at seminars/conferences as they relagséarch of companies
» Software that provides analysis of client portfslio

» Research relating to the market for securitiesh siscmarket data, trade analytics, and advice okaha
color and execution strategies

» Post-trade services incidental in executing traiimas for client portfolios

» Communication services relating to execution afigections, clearing and settlement of transactions,
and other functions incidental to effecting seeesitransactions

Effecting Transactions and Provision of Research

In order for the safe harbor to be available tot&alsen & Co., broker-dealers that are partiesramgements
under Section 28(e) are involved in "effectingtade if they execute, clear, or settle the tradgeoform one of
four of the following specified functions and/otaglate the other functions to other broker-dealers:

» Take financial responsibility for all customer tead

« Make and maintain records relating to customeresad

« Monitor and respond to customer comments concetthiegrading process
« Generally monitor trades and settlements

In terms of research provision, a broker-dealecetieg a transaction on behalf of Walthausen & (@at not
providing research directly) provides researchis either legally obligated to pay, or pays tesgarch preparer
directly, and takes steps to see that the serticks paid for with client commissions are eligibleder the rule.
These steps include: (a) reviewing the descriptifaihe services to be paid for with client comnussi for red
flags that indicate the services are not eligileleiges, and agreeing with Walthausen & Co. toalisat
commissions only to pay for those items that reaklynfall within the safe harbor, and (b) develapand
maintaining procedures to reasonably assure thaaireh payments are documented and paid for prpmptl

Client Directed Brokerage

A client may direct its account transactions thoagpecific broker-dealer. In this situation , Walisen & Co.
will:
» Disclose to the client the firm's duty to contirtaeseek best execution for their account
- Disclose to the client that arrangements that regtie firm to direct a certain percentage of brage,
may affect the firm's ability to seek to obtain tesecution

Any client that requests us to direct brokeragetmusvide Walthausen & Co. with a letter documegtiinat
arrangement. In directing brokerage, clients magdgotential benefits from savings on commissimms
execution costs that may be obtained through voldiseunts on aggregated orders. Walthausen & @5 d
however, wherever possible, aggregate transactithsother clients and then use “step-outs tradiagsatisfy
the clients request to direct of brokerage. Stepradling is a practice where one broker-dealecetieg an
order on behalf of a Walthausen & Co. client, gigesdit of the commissions to another broker-dealer

Aggregation of Clients Transactions

Walthausen & Co, LLC will aggregate client traddsene possible and when advantageous to clienligein
with the firm’s commitment to seek best executiondlient accounts. This aggregating of trades [ierafi
client accounts to receive the same average picallftransactions in a particular security oragtipular day,
with all other transactions costs shared on a fgdriaasis so that no client will be favored ovey ather client
as a result of trade allocations. This aggregatfasiient transactions may allow us to execute yguades in a
timelier, more equitable manner, and assist in img&wr duty to seek the best quality executionyel as the
best net price.
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Walthausen & Co.’s aggregation trading policy amatpdures are as follows:

1) Transactions for any client account may notdmgregated for execution if the practice is prokithiby or
inconsistent with the client's advisory agreemeitih Walthausen & Co, LLC, or our firm's order al&tion

policy.
2) The trading desk in concert with the portfoliamager must determine that the purchase or s#te of

particular security involved is appropriate for tient and consistent with the client's investnajectives and
with any investment guidelines or restrictions &ggiile to the client's account.

3) Prior to entry of an aggregated order, a precalion must be completed which identifies eaatntlaccount
participating in the order and the proposed aliocadf the order, upon completion, to those clients

4) If the order cannot be executed in full at tame price or time, the securities actually purchasesold by
the close of each business day must be allocatethfr among the participating client accountscitbedance
with the initial pre-allocation of order. Howeveadjustments to this pro rata allocation may be ntade
participating client accounts in accordance witi-allocation statement. Furthermore, adjustmentisisgoro
rata allocation may be made to avoid excessivéngatharges in smaller accounts.

5) Generally, each client that participates inaggregated order does so at the average pricH fomasactions
made to fill the order, and share in the commissimma pro rata basis in proportion to the cligrdigicipation.
Under the client’'s agreement with the custodiarkbrotransaction costs may be based on the nunfilsbiaces
traded for each client.

6) The firm’s Chief Compliance Officer periodicaligsts to see that trades and allocations haverbade in a
manner that satisfies the firm’s duty to seek ba&stution for clients. Comparison of the perforngaatlike
accounts is also a tool utilized to determine ffaides and allocations have been made in an btgufashion.

7) Walthausen & Co. client account records seplgregdlect, for each account in which the aggredate
transaction occurred, the securities which are hgJénd bought and sold for, that account.

8) No client or account will be favored over anothe

Item 13 Review of Accounts

Client Portfolio Reviews

While the underlying securities within client paltbs are continually monitored by the firm's paottd
manager, accounts are reviewed by the compliangartheent on at least a monthly. Accounts are restein
the context of keeping broadly in line with eadeif's stated investment objectives and guideliibs
includes the firm’'s mutual funds where the fundadngs are reviewed in accordance with the investm
objectives and guidelines detailed in funds’ praspe and Statement of Additional Information. Mrexjuent
reviews may be triggered by material changes iralées such as the client's individual circumstanoe the
market, political or economic environment.

These accounts are reviewed by:

John Walthausen — CIO and Portfolio Manager
Mark Hodge — Chief Compliance Officer

Client Reports

In addition to the monthly statements and confiraret of transactions that clients receive fromrtoastodians,
we provide quarterly reports summarizing accounfgpeance, beginning and ending account valuetdop
holdings, sector weightings, and portfolio charastes. The report also contains commentary frben t
portfolio managers on the factors impacting pertomoe in that quarter, how the portfolio is currgpibsitioned
and our outlook for the foreseeable future
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In the case of the Walthausen Funds mutual fundaasaterly fund fact sheet is prepared and filetthwie SEC.
The fact sheet is also posted to the Walthauseddweb site (referenced earlier). A commentarp@nform of
a shareholder letter prepared by the Funds’ pastfobnager, is incorporated into both the FundshiSennual
and Annual Reports.

Iltem 14  Client Referrals and Other Compensation

Our firm may pay referral fees to independent pessar firms ("Solicitors") for introducing clients us.
Whenever we pay a referral fee, we require, urfteptovisions of Section 206-4(3) of the Advisoxd,Ahe
Solicitor to provide the prospective client witle@py of this document (odirm Brochure) and a separate
disclosure statement that includes the followirfgrimation:

» the Solicitor's name and relationship with our firm
» the fact that the Solicitor is being paid a refefee;
« the amount of the fee; and

* whether the fee paid to us by the client will beréased above our normal fees in order to compensat
the Solicitor.

As a matter of firm practice, the advisory feedpaius by clients referred by solicitors are motéased as a
result of any referral.

It is Walthausen & Co.’s policy not to accept doad our related persons to accept any form of corapion,
including cash, sales awards or other prizes, famon-client in conjunction with the advisory sees we
provide to our clients.

Current Solicitor Arrangements

Endeavour Investment Partners, LE®/althausen & Co. has an agreement with Endedwvestment Partners
to assist in the marketing of our services to pecfipe institutional investors. In consideration Emdeavour
providing that service, Walthausen & Co. has agteqehy Endeavour a monthly consulting fee. In toialj for
each prospective investor introduced to us by Bvatethat becomes a separate account client ofiouay fve

will pay Endeavor a solicitors fee based on a pesage of the advisory fee received by WalthauseZo&
Endeavour has agreed to disclose in writing poa prospective investor becoming a client thay thid

receive a fee and that this will not result in @hgrges to the client over and above the agreadvisory fees
charged by Walthausen & Co., as described above.

Klitzberg Fund Solutions, Ine.Walthausen & Co. has an agreement with Klitzid&rgd Solutions, to assist in
the marketing of our services to prospective regist investment companies, with respect to progidirb-
advisory portfolio management services. In consiti@n for providing that service, Walthausen hazed to
pay Klitzberg a fee if Walthausen & Co. is seled@g@rovide such services. The fee is based omceptage of
the sub-advisory fees received by Walthausen &f@dheir services. Klitzberg has agreed to diselios
writing prior to a prospective investor becomingliant that they will receive a fee and that thi#f mot result in
any charges to the client over and above the agoeadvisory fees charged by Walthausen & Co. easribed
above.

ltem 15 Custody

Our firm does not have actual or constructive algtf client accounts.
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Item 16 Investment Discretion

Walthausen & Co. accepts and manages accountslisorationary basis. Accordingly, we place trades i
client's account without contacting the client ptmeach trade to obtain the client's permission.

Our discretionary authority includes the abilitydo the following without contacting the client:
* determine the security to buy or sell; and/or

* determine the amount of the security to buy or sell

* determine which broker/dealer will be utilized féeet transactions

» determine the commission rate to be charged fdr gaasaction

Clients give us discretionary authority when thiggynsa client management advisory agreement witHiouar In
some cases, at a client’s request, we may acceptt®ns placed by the client on the purchaseeofain
securities for their accounts, or direct transadito a particular broker/dealer at the clienttguest. This is also
discussed in Item 4 “Advisory Business” and ItentBBokerage Practices”.

Iltem 17  Voting Client Securities

Walthausen & Co. acts as discretionary investmewitsar for clients. The conditions that govern fine’s
authority to vote proxies on behalf of clients eoaitained in our investment advisory agreement.achasory
contract states that Walthausen & Co. will votexgrs on behalf of its clients unless specificallguested not
to do so by the client. If clients request to votexies on their on behalf, they will receive progjated
information directly from their custodian.

We will vote proxies in the best interests of ligrats and in accordance with our established jediand
procedures. It is our policy to vote client shgsemarily in conformity with Glass- Lewis & Co.
recommendations. Glass-Lewis & Co. is a neutratitharty that issues recommendations based owits o
internal guidelines. Using Glass-Lewis recommermaetiassists in limiting conflict of interest issietween
Walthausen & Co. and its clients. Our third panmyxy voting service provider, Broadridge FinanGallutions,
and Walthausen & Co. retain a record of all progfing books and records for the requisite periotimé,
including a copy of each proxy statement receigeebcord of each vote cast, a copy of any docucreated
that was material to making a decision how to ywteies, and a copy of each written client reqfimst
information on how we voted proxies.

Clients may obtain a copy of our complete proxyingpolicies and procedures by contacting Mark Hodg
Walthausen & Co. by telephone, email, or in writi@djents may request, in writing, information covhtheir
proxies shares were voted. If any client requestgpg of our complete proxy policies and procedareisow
we voted proxies for their account(s), we will pgtiy provide such information to the client.

We will neither advise nor act on behalf of thentiin legal proceedings involving companies wisesairities
are held in the client’'s account(s), including, bat limited to, the filing of "Proofs of Claim" iclass action
settlements. If desired, clients may direct usdaagmit copies of class action notices to the thera third
party. Upon such direction, we will make commetgia¢asonable efforts to forward such notices fimeely
manner.

With respect to ERISA accounts, we will vote praximless the plan documents specifically reserelin
sponsor's right to vote proxies.
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Item 18 Financial Information

Under no circumstances do we require or solicityayt of fees in excess of $1200 per client more tia
months in advance of services rendered. Theref@@re not required to include a financial statemen

As an advisory firm thanaintains discretionary authority for client acctajnve are also required to disclose
any financial condition that is reasonable likadyirhpair our ability to meet our contractual obtigas.

Walthausen & Co, LLC has no additional financiatumstances to report.

Walthausen & Co, LLC has not been the subjectlmdrekruptcy petition at any time during the pastytears.
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