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This Brochure provides information about the qualifications and business practices of Independence

by Convergent Wealth Advisors, LLC (“Independence”). If you have any questions about the contents


http://www.independence.com/

of this Brochure, please contact us at (301) 770-6300 or Compliance@Independence.com. The

information in this Brochure has not been approved or verified by the United States Securities and

Exchange Commission ("SEC") or by any state securities authority.

Convergent Wealth Advisors (“Convergent”) is a registered investment adviser. Registration of an
investment adviser does not imply any level of skill or training. Additional information about

Convergent and Independence is also is available on the SEC's website at www.adviserinfo.sec.gov.
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This Brochure contains information about Convergent and the following material changes

have occurred since its most recent filing with the SEC in March 2012.

e In June 2012, David Zier was appointed Chief Executive Officer of Convergent Wealth Advisors.
Steven Lockshin, the previous Chief Executive Officer was appointed Chairman of the Board of

Directors.

e Beginning October 2012, Independence’s fee schedule was updated as follows:

$500,000 - $1.5 million 1.25%
$1.5 million - $3 million 1%
Over $3 million 75%

e In January 2013, Convergent Wealth Advisors LLC, registered with the U.S. Commodity Futures
Trading Commission (the “CFTC") under the Commodity Exchange Act of 1936, as amended (the
“CEA"), as a commodity pool operator (“CPO") and is a member of the National Futures
Association (the "NFA"). Convergent’'s NFA ID number is 0383631.

e Under rare special circumstances, Independence may engage in principal transactions. In each of
these circumstances Independence will comply with Rule 206(s)'s disclosure and consent
requirement prior to the completion of each principal transaction. At a minimum, the disclosure

will include information sufficient to identify and explain the potential conflict of interest.
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Independence is a division of Convergent and was launched on October 1, 2011. Convergent is a
majority owned subsidiary of Convergent Capital Management LLC, which is in turn wholly owned by
City National Corporation (NYSE:CYN), the parent company of City National Bank, a private and
business bank based in California. Convergent's senior management team maintains significant
minority ownership position in the company. Convergent is headquartered outside of Washington,
DC, with offices in Los Angeles, New York, and Portland (OR).

Convergent began as CMS Financial Services (“CMS") in 1994, when Steven Lockshin and a handful of
professionals formalized the investment consulting services they had been providing to a single high
net worth family since 1990. 1 Virtual Holdings, a privately held financial services firm, acquired CMS
in 2001. 1%t Virtual changed its name to Lydian Trust Company in 2002, and CMS followed by
changing its name to Lydian Wealth Management in early 2003. As of May 2007, Convergent Capital
Management purchased the wealth management division of Lydian Wealth Management, rebranding

it as Convergent.

Independence provides investment advisory services on a discretionary basis to each of its clients,
including both individuals and families (details on the types of clients Independence serves are in
Item 7-Types of Clients). Independence will assist a client in determining the client’s investment needs
and objectives, as well as risk tolerance through the use of an asset optimization model for asset
allocation and research on investment managers and investments. After the client’s asset classes have
been determined, the Advisor recommends managers and/or products that have been evaluated by
Convergent’s research group, the Investment Strategy Group (“ISG"). Convergent provides similar
investment advisor services on a discretionary and non-discretionary basis to ultra high net worth
individuals, families, trusts family entities, and institutions. For a full description of the services
Convergent provides please request a copy at the phone number provided herein or by e-mailing

compliance@convergentwealth.com.
The recommended strategies are based upon a client's goals, investment objectives, risk tolerance,
and cash flow needs, which are documented in an Investment Policy Statement and reviewed

periodically. Convergent will then implement the allocation into appropriate mutual funds, ETFs
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and/or investment managers within each asset class that meet the client's individual requirements.

Convergent does not recommend individual company stocks and bonds.

In addition to its full consulting offering, Independence also provides financial planning services,

including providing independent guidance during the planning of upcoming liquidity events.

Independence emphasizes the unrestricted right of clients to decline any investment recommendation
by Independence. Clients may also request that Independence refrain from recommending affiliated

private investment funds, if any, to them.

Independence focuses on mass affluent clients with approximately $500,000 to $5 million in

investable assets.

Each client works with a business development officer who assists with new client paperwork and
provides prospective clients with information about Independence. Each client is then introduced to
an Advisor who handles the ongoing service for each Client. Periodic meetings are conducted on the

phone or via video conferencing.

Convergent may also provide clients periodic investment-related white papers, research reports, and
articles related to asset allocation and investment policy development without a charge as a part of

its consulting services.

Once the Advisor and the client develop a suitable portfolio for the client and it is implemented, the
portfolio will be monitored by Independence and, when necessary and appropriate, Convergent will
recommend subsequent modifications to a client’s asset allocation or to specific mutual funds, ETFs,
and/or investment managers in accordance with the investment goals and objectives established by
the client. Each client will be provided the opportunity to place reasonable restrictions on the types
of investments that may be recommended by Convergent. Convergent generally does not provide
specific advice regarding individual stocks or bonds; however, on occasion, Convergent performs
analyses of individual portfolios where concentrated, low-tax-cost-basis individual stock positions
exist in taxable portfolios. In those analyses and similar circumstances, Convergent may advise clients

on individual equity and debt holdings.
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Convergent will monitor the performance of mutual funds, ETFs, private investment funds, and/or
investment managers recommended or invested in by Convergent. Convergent may use third-party

analytical and rebalancing software to facilitate management of certain accounts.

Among the assets to which Convergent provides its continuous and regular investment supervisory or
management services are assets held by clients in their 401(k) accounts with various mutual fund
companies. Because Convergent will be responsible for effecting the transactions in these accounts,
it will request the client's user name and password permitting online access to the
account. Convergent has adopted appropriate physical and procedural safeguards to control access

to the user names and passwords it obtains.

Independence may introduce clients to other investment and non-investment related service
providers/professionals, such as accountants, attorneys, insurance providers, other luxury service
providers, etc. The client is under no obligation to engage the services of any such introduced
professional. The client retains absolute discretion over all such implementation decisions and is free
to accept or reject any introduction or recommendation from Independence. Although Independence
may have experience with these service providers, Independence has not performed due diligence on
these service providers and is not responsible for the services provided by these services providers
and/or professionals. Independence is not responsible for any losses caused by the actions of any
third party recommended by Independence, including, without limitation, any accounting or legal
professional services. Independence cannot offer tax advice or replace the services provided by
licensed CPAs or attorneys. Independence advises the client to contact individual tax consultants or

legal advisors for additional information.

Convergent also provides asset allocation and manager search and selection advice to City National
Bank and affiliates of Convergent as part of its open architecture business. In addition, Convergent
will provide support, training, and collateral material creation, among other services. City National
Bank and/or other affiliates will compensate Convergent for these services. Additional information
about Convergent's business relationship with City National Bank is in Item 10-Other Financial

Industry Activities and Affiliations.
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Convergent’s Regulatory Assets Under Management are below as of December 31, 2012:

Regulatory Assets Under Management: $7,393,932,501
Discretionary: $5,082,981,199
Non-Discretionary: $2,310,951,302

Fees for clients are charges based on the client's assets under management.

Asset-Based Fees

For asset-based fee clients, the annual fee for Convergent's investment management services, based

on the market value of the client’s account at the beginning of the calendar quarter, is as follows:

Fee Schedule

$500,000 - $1.5 million 1.25%
$1.5 million - $3 million 1%
Over $3 million 75%

The minimum annual fee is $7,500.

Independence may waive its investment advisory fee at any time when it deems it appropriate and/or

necessary. Related client accounts may be aggregated for purposes of calculating fees.

If clients make contributions during the quarter, Independence reserves the right to bill the client for
a pro-rata portion of the contributed assets to the investment account. Clients may be provided with
a pro-rata refund when clients withdraw funds from the investment account during a calendar

quarter.
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Project fees range based on the scope of the project. These fees are at the sole discretion of
management. Client fees are usually not stated on a project basis unless the project is expected to
be completed in six months or less; otherwise, an annual retainer arrangement is employed. A
portion of the client's project fee is billed at the commencement of the work. A standard
arrangement, which may vary by client depending on the project, is to bill the remaining project fee

in quarterly installments until completion of the work, at which any remaining project fees are billed.

Clients are billed quarterly in advance and are typically directly debited from their custodial account.
Clients may review the amount of the fee in their custodial statement. Certain clients have
negotiated to pay their advisory fees in arrears. Clients may also elect to be billed directly for fees.

Please contact your advisors for questions and clarifications relating to the calculation of your fee.

In addition to Independence investment management fees, clients bear trading costs, custodial fees,
and other expenses that may be charged by other third parties. Independence’s fees are exclusive of
brokerage commissions, transaction fees, and other related costs and expenses that shall be incurred
by the client. Clients may incur certain charges imposed by custodians, brokers, third party
investment managers, 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. Clients should review all fees
charged by Convergent and its affiliates, custodians, brokers, and others to fully understand the total
amount of fees to be paid. For additional information about brokerage, please see Item 12-

Brokerage Practices.

The fees charged by Independence for investment management services are separate and distinct
from the fees charged by recommended mutual funds, exchange traded funds, private investment
funds, and investment managers. A description of these mutual fund, and investment manager fees
are available in each mutual fund's prospectus and/or investment manager's disclosure documents,
and each of these products/services can be purchased directly or through an agent or broker, who
charges a commission. Such charges, fees, and commissions are exclusive of and in addition to

Independence’s fee, and Independence shall not receive any portion of these commissions, fees, and
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costs. Therefore, clients investing in mutual funds and with investment managers are essentially

paying two or more levels of advisory fees on the same assets.

Convergent nor any of its related persons receive any form of compensation from any recommended

mutual funds or investment managers.

A client agreement may be canceled at any time, by either party, for any reason upon written notice.
Certain client agreements specify an advance notice for cancellation by either party of between 30
days. Upon termination of any agreement, any prepaid, unearned fees will be promptly refunded, and

any earned, unpaid fees will be due and payable.

Independence does not generally independently value any private securities held in client accounts
unless it determines it is necessary given the facts and circumstances and relies on Convergent's
policy for any valuation issues. The fair valuation methodologies employed by Convergent shall
attempt to represent the amount at which an asset could be acquired or sold in a current transaction
between willing parties in which the parties each acted knowledgeably, prudently, and without
compulsion. However, the valuations may be modified by Convergent, in its sole discretion, if and to
the extent that it shall determine such modifications are advisable in order to reflect market or

liquidity conditions or other factors affecting value.

For marketable securities, the prices provided by custodians are used for client reporting and fee

billing.

In some instances, precise account balances are unavailable to Convergent on a timely basis. Billing in
those situations is therefore based on the most current information available to Convergent when

fees are calculated.

Independence does not charge any performance based fees.
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Independence provides portfolio management services to individuals, high net worth individuals,

trusts, and family entities.

Generally, Independence manages portfolios between $500,000 and $10,000,000 while Convergent
manages portfolios above $10,000,000. Independence may make exceptions based on each client's
particular circumstances as it deems appropriate.Independence reserves the right to waive the

minimum at any time.

Independence provides asset allocation and manager selection advice to clients. Convergent's
Investment Strategy Group (“ISG") is responsible for Independence’s investment strategy and manager
due diligence and is overseen by the Investment Committee ("IC"). The IC is responsible for
overseeing and monitoring various aspects of the investment process and the performance of client
investment portfolios, including risk and diversification. The IC is also responsible for, among other
things: determining Convergent's overall investment philosophy; analyzing and interpreting changing
economic trends as they impact Convergent's investment process and portfolio performance; revising
Convergent’s investment philosophy and implementation strategies accordingly; and establishing and
articulating Convergent’s implementation philosophy, including the appropriateness of incorporating
various asset classes, sub-asset classes, investment styles, and strategies in client portfolios. The IC

meets at least quarterly.

Independence recommends or implements various investment strategies when providing asset
allocation recommendations and advice to clients. Within Convergent's ISG, a committee meets
periodically to evaluate Independence’s current asset allocation and generate proposals on asset

allocation to be presented to the IC. The IC is accountable for reviewing tactical and strategic asset
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allocation recommendations on a quarterly basis, if appropriate. Independence will evaluate
investment alternatives (i.e., various asset allocations for investment in securities and with investment
managers) to form a basis for the client to determine the strategies needed to achieve the client’s

investment goals and objectives.

For all Independence recommended managers or investments, ISG evaluates investment managers,
mutual funds, ETFs, among other products and services. ISG employs a due diligence process that
generally involves, among other things, a review of managers’ Form ADVs, past performance,
marketing literature, and possibly interviews with the investment managers and key personnel. ISG
also considers a broad range of factors that may include investment performance, review of
investment process, personnel depth, turnover and experience, operational issues, and financial
condition. Periodically, ISG personnel conduct follow-up due diligence reviews on Independence
recommended managers, including some or all of the above mentioned factors, in addition to other
topics. In determining which investments are appropriate for recommendation and/or implementation
for clients, ISG may also apply quantitative analysis using a factor based scoring system that ranks
each investment option utilizing data and information obtained from third party databases. (However,
the data and information provided by third party databases are not independently verified by
ISG.) The factor-based methodology and the resulting investments derived and approved through
this scoring process are reviewed periodically by ISG to evaluate whether they continue to meet ISG's
minimum standards for recommendation or should be placed on hold or terminate status. It is
important to note that not all managers or products recommended by Independence are or were
evaluated under the current due diligence process or any formalized due diligence process. ISG
retains the discretion, based on their experience and knowledge, to determine the level of due
diligence appropriate for each manager and/or product. Specific securities analysis methods are
determined by the managers of the recommended mutual funds and private investment funds, and

the investment managers recommended by Independence.

ISG's decisions and recommendations are generally reviewed and approved by the IC subject to the
terms in Convergent's IC Procedures, however manager terminations and adding ETFs and mutual

funds to the firm’s Approved List may be determined solely by ISG.
Additional information about investment managers, investment strategies, advisory fees, and other

pertinent information is available and provided in the Form ADV Part 2 or other disclosure brochures

made available by the investment managers (e.g., offering memorandum, prospectus).
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Retention of managers and/or investment products will be evaluated by ISG and potentially the IC. In
the event ISG terminates a manager, the client's Advisor team will make alternative recommendations
or implementations for clients taking into consideration the client’s tax or other situation. Due
diligence on the manager will be conducted for two quarters after the termination. In the event the
client does not take the recommendation to terminate the manager, the client is notified and asked

to acknowledge that Convergent will no longer conduct due diligence on the manager and will no

longer provide any recommendation or advice regarding the manager.

As discussed above, ISG employs a due diligence process to evaluate managers and investment
products. In addition to information directly requested from managers, ISG will use published
databases of mutual funds and investment manager performance or third party databases. Some of
the information provided in these third party databases is sourced from Form ADV, monthly
performance returns, manager’'s assets under management, narratives on the manager's investment
process, biographies on portfolio managers, changes in personnel, information on managers’ errors
and omissions insurance, and litigation. ISG does not independently audit or verify the performance

figures or other information reported by the funds or managers that appear in these databases.

Investing in securities involves risk of loss that clients should be prepared to bear. Past performance
is no guarantee of future performance. Each investment is speculative and entails substantial risks.
Market risks are inherent in all securities to varying degrees; therefore, no assurance can be given

that the investment objectives will be realized.

Independence recommends or implements various strategies through asset allocation
recommendations and manager selection. From time to time, Independence adjusts the allocations to
each strategy based on a variety of factors, including the strategy’s relative performance. Accordingly,
a client's performance is affected by Independence’s decisions concerning how much of the client's
portfolio it allocates for management in each asset class and manager selection. A manager’s
performance depends on the portfolio managers' skill in making appropriate investments. As a result,
a manager may underperform the market or similar funds/managers. For custom hedge fund

portfolios, performance depends on the ability of the fund’s investment manager to anticipate

Page | 10



correctly the relative potential returns and risks of the asset classes in which the fund directly or
indirectly invests.

Any investments recommended by Convergent are not deposits or other obligations of a bank, are
not guaranteed by any bank, are not insured by the FDIC or any other Government Agency, are
restricted as to any transfer, and involve investment risks, including possible loss of principal amounts
invested.

Registered investment advisers are required to disclose all material facts regarding any legal or
disciplinary events that would be material to your evaluation of Convergent or the integrity of
Convergent's or Independence’s management. Convergent's or Independence’s and its employees
have not been involved in any legal or disciplinary events in the past 10 years that we believe would

be material to your evaluation of Independence or integrity of Independence’s management.

Independence is a wholly owned, division of Convergent. As of May 2007, Convergent is majority-
owned by Convergent Capital Management LLC ("CCM"), a holding company wholly-owned by City
National Corporation ("CNC").! Employees of Convergent maintain a minority ownership in the firm.
CCM and CNC also directly and indirectly own and maintain ownership interests in other financial
services organizations, including other asset management firms, investment companies, and pension
consultants. CCM makes available to its affiliates opportunities for cooperative purchasing of certain

administrative programs and products.

! Prior to May 2007, Convergent was Lydian Wealth Management Company. As of May 2007, Windermere Investment

Advisors and CMS Strategies became part of Convergent.
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CCM also provides Convergent with advice and assistance on general business issues unrelated to the
investment advisory services. Convergent operates independently from CCM and CNC and each of its
investment advisory affiliates, does not conduct joint operations with any of these affiliated
investment advisers, and does not provide investment advice that is formulated, in whole or in part,

by such affiliated investment advisers except as described below.

CNC owns City National Securities ("CNS"), a broker-dealer. Convergent utilizes CNS as placement
agent for private investment funds sponsored/managed by Convergent and interests in which are
recommended to Convergent’ clients. In relation to that activity, certain employees of Convergent
are registered representatives of CNS. Although clients may have accounts that trade at CNS,
registered representatives that are also employees of Convergent will not receive any payment

related to the execution of those trades.

CNC also owns City National Bank. Convergent may occasionally recommend the custodial services of
City National Bank, which include banking and trust services that certain clients may require. These
services may be obtained for other providers at a lower cost. In addition, City National Bank may
refer related limited partnerships or limited liability companies sponsored/managed by Convergent to
potential investors, and, as a result, may receive a portion of the administrative or management fee
paid to Convergent. Additional information on referral arrangements with City National Bank and

other affiliates is in Item 14-Client Referrals and Other Compensation.

City National Bank and its affiliates uses asset allocation and manager search information provided by

Convergent. Information on these services is in Item 4-Advisory Business.

All investment management arrangements with related parties are conducted on an arm’s length
basis so as to neither advantage nor disadvantage Convergent' other clients or Convergent’ related

parties.

Convergent is registered with the Commodity Futures Trading Commission ( “CFTC” ) as a
commodity pool operator and is an National Futures Association (“NFA”) Member. Convergent filed a
notice of claim for exemption pursuant to CFTC Rule 4.7. Rule 4.7 exempts a commodity pool
operator who files a notice of claim for exemption from having to provide a CFTC-mandated
Disclosure Document to investors. Accordingly, Convergent is exempt from the requirement to

provide a Disclosure Document with respect to investors in its affiliated funds.
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In addition, certain supervised persons are registered with the NFA as Associated Persons and

Principals of Convergent.

Convergent may recommend City National Asset Management ("CNAM"), a wealth management unit
of City National Bank and a separate account manager, to clients. Convergent conducts due diligence
on CNAM along with all other managers on its investment platform, and Convergent believes CNAM
remains objective in giving investment advice regarding these funds and would only do so if it is in
the best interest of the client. Convergent may add other affiliated managers to its platform after

completing its due diligence process as described herein.

See also Section Advisory Business, Investment Advice to City National Bank and Affiliates.

Independence is subject to Convergent's Code of Ethics, which requires that Convergent's Code of

Ethics requires, among other things, that employees:

Act with integrity, competence, diligence, respect, and in an ethical manner with the public,
clients, prospective clients, employers, employees, colleagues in the investment profession,
and other participants in the global capital markets;

Place the integrity of the investment profession, the interests of clients, and the interests of
Convergent above one's own personal interests;

Disclose conflicts of interest;

Conduct all personal securities transactions in a manner consistent with this policy;
Promote the right of the client to select and choose any broker or dealer he/she/it wishes to
utilize;

Emphasize the unrestricted right of the client to decline to implement or modify any advice
rendered;

Use reasonable care and exercise independent professional judgment when conducting
investment analysis, making investment recommendations, taking investment actions, and

engaging in other professional activities;
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Practice and encourage others to practice in a professional and ethical manner that will
reflect favorably on you and the profession;

Promote the integrity of, and uphold the rules governing, capital markets;

Maintain and improve one’s professional competence and strive to maintain and improve the

competence of other investment professionals; and

Comply with applicable provisions of the federal securities laws.

Convergent’s Code of Ethics also requires certain employees to: (1) pre-clear certain personal
securities transactions, (2) report personal securities transactions on at least a quarterly basis, and (3)
provide Convergent with a detailed summary of certain holdings and securities accounts (both initially
upon commencement of employment and annually thereafter) over which such Employees have a
direct or indirect beneficial interest.

Additional procedures have been adopted to ensure compliance with the provisions of the Code of
Ethics, including affirmations of compliance annually and upon amendment and regular reviews of
holdings and transactions. Convergent and/or its officers or employees are permitted to trade in
securities that are held in client accounts or being considered for purchase in client accounts. If the
possibility of a conflict of interest occurs, the Code requires that a client's interest prevail. It is
Convergent’s policy that clients’ transactions will always have priority over the transaction of an

employee of Convergent.

A copy of Convergent’ Code of Ethics is available to any client or prospective client upon request by

contacting the Compliance Department at Compliance@Independence.com.

Some of the officers of Convergent are investors and partners or members in several unaffiliated
private investment partnerships, limited liability companies, or corporations that invest in securities or
private equity opportunities. Certain of the investors in the private investment partnerships, limited
liability companies, or corporations may also independently be clients of the adviser. Convergent
does not act as an adviser, sponsor, or placement agent for these private investment partnerships or

companies.

Convergent, a related entity, and/or its employees will generally have an investment in the Affiliated
Private Investment Funds it manages. Due to the relationship between Convergent and the Affiliated
Private Investment Funds, Convergent could be considered to have recommended the investment in
which it has a material financial interest. Convergent's investment analysis and recommendation

processes are designed to ensure that only appropriate recommendations are made to clients.
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In the normal course of business, Independence provides gifts and gratuities to various individuals or
entities such as clients, vendors, consultants, and service providers. These gifts and gratuities are not
premised upon any specific client referrals or any other type of benefit to Independence and
guidelines relating to gifts and gratuities are included in Convergent's Code of Ethics.

All gifts or charitable contributions should be considered as gifts or charitable contributions from
Convergent Wealth Advisors in its capacity as an investment advisor. Gifts and charitable

contributions should not be considered from individuals representing Convergent or its affiliates.

Independence recommends investments to clients, including mutual fund and/or ETFs. Unless
directed otherwise, Independence will have brokerage discretion over client accounts. Independence
typically executes transactions through the custodian who maintains custody over each client’s assets.
As a result, Independence generally (except as described below) does not aggregate orders when it
has the opportunity to do so. We seek to recommend a custodian/broker who will hold your
assets and execute transactions on terms that are overall most advantageous when compared to
other available providers and their services. We consider a wide range of factors, including,
among others, these: combination of transaction execution services along with asset custody
services (generally without a separate fee for custody); capability to execute, clear and settle
trades (buy and sell securities for your account); capabilities to facilitate transfers and payments
to and from accounts (wire transfers, check requests, bill payment, etc.), breadth of investment
products made available (stocks, bonds, mutual funds, exchange traded funds (ETFs), etc.),
availability of investment research and tools that may assist us in making investment decisions,
quality of services, competitiveness of the price of those services (commission rates, margin
interest rates, other fees, etc.) and willingness to negotiate them, reputation, financial strength
and stability of the provider, their prior service to us and our other clients, availability of other
products and services that benefit us, as discussed below.
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In selecting or recommending broker-dealers to execute portfolio transactions for the client’s account,
Independence may consider the quality and reliability of the brokerage services, as well as research
and investment information and other services provided by the brokers or dealers. Commission rates,
being a component of price, are one factor considered by Independence together with other factors.
Independence is not obligated to seek in advance competitive bidding for the most favorable
commission rate applicable to any particular transaction for the client’'s account or recommend any
broker or dealer on the basis of its purported posted commission rate. Accordingly, recommended
brokers or dealers may charge commission rates in excess of the amounts another broker or dealer
would have charged for effecting transactions when Independence has determined in good faith that
the broker's or dealer's commission rates generally are reasonable in relation to the value of the

brokerage and/or research provided by the broker or dealer.

For most clients, Independence recommends that clients establish brokerage accounts with the
Schwab Institutional division of Charles Schwab & Co., Inc, (“Schwab”) a FINRA registered broker-
dealer and member of SIPC, to maintain custody of clients’ assets and to effect trades for their
accounts. Although Independence may recommend that clients establish accounts at Schwab, it is the
client’s decision to custody assets with Schwab and you open an account with Schwab by entering
into an account agreement directly with them. Independence is independently owned and operated
and not affiliated with Schwab. Schwab will hold your assets in a brokerage account and buy and sell
securities when we or you instruct them. Schwab Advisor Services (formerly Schwab Institutional) is
Schwab'’s business serving independent investment advisor firms like us. They provide Independence
with access to its institutional trading and custody services typically not available to Schwab retail
investors. Schwab Advisor Services also makes available various support serives, some of those
services hlp us manage or administer our client’s accounts while other help us manage and grow our
business. These services generally are available to independent investment advisors at no charge to
them as long as a total of at least $10 million of the advisor's clients’ account assets are maintained

at Schwab Advisor Services.

Schwab’ s institutional brokerage services include access to a broad range of investment
products, execution of securities transactions, and custody of client assets. The investment
products available through Schwab include some to which we might not otherwise have access
or that would require a significantly higher minimum initial investment by our clients. Schwab’ s
services described in this paragraph generally benefit you and your account. Schwab also makes
available to us other products and services that benefit us but may not directly benefit you or
your account. These products and services assist us in managing and administering our clients’
accounts. They include investment research, both Schwab’ s own and that of third parties. We

may use this research to service all or some substantial number of our clients’ accounts,
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including accounts not maintained at Schwab. In addition to investment research, Schwab also
makes available software and other technology that provide access to client account data (such
as duplicate trade confirmations and account statements); facilitate trade execution and allocate
aggregated trade orders for multiple client accounts; provide pricing and other market data;
facilitate payment of our fees from our clients’ accounts; and o assist with back-office functions,
recordkeeping and client reporting. Many of these services may be used to service all or a
substantial number of Independence accounts, including accounts not maintained at Schwab Advisor
Services. Schwab may also discount or waive its fees for some of these services or pay all or a part
of a third party’ s fees. Schwab may also provide us with other benefits such as occasional

business entertainment of our personnel.

The availability of these services from Schwab benefits us because we do not have to produce or
purchase them. We don’ t have to pay for Schwab’ s services so long as we keep a total of at
least $10 million of client assets in accounts at Schwab. Beyond that, these services are not
contingent upon us committing any specific amount of business to Schwab in trading
commissions or assets in custody. The $10 million minimum may give us an incentive to
recommend that you maintain your account with Schwab based on our interest in receiving
Schwab'’ s services that benefit our business rather than based on your interest in receiving the
best value in custody services and the most favorable execution of your transactions. This is a
potential conflict of interest. We believe, however, that our selection of Schwab as custodian and
broker is in the best interests of our clients. It is primarily supported by the scope, quality and
price of Schwab’ s services (based on the factors discussed above ) and not Schwab’ s services
that benefit only us. We have over $7,000,000,000 in client assets under management, and do not
believe that maintaining at least $10 million of those assets at Schwab in order to avoid paying
Schwab quarterly service fees presents a material conflict of interest. When negotiating fees on
behalf of Independence’s clients, Schwab takes into consideration the entire Independence
relationship and not individual clients. Aggregating Independence clients’ assets should result in

lower negotiated fees.

As described below in ltem 14. Client Referrals and Other Compensation, Schwab will refer clients to
Independence. Independence considers this referral arrangement in addition to the various services
and products received from Schwab that benefit clients and Independence, in recommending Schwab
to clients. While Independence may recommend that clients establish accounts at Schwab, it is the

client’s decision to custody assets with Schwab.

Clients may have a pre-established relationship with a broker and they will instruct Convergent to

execute all transactions through that broker. In directing the use of a particular broker or dealer,
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clients may lose out on certain benefits that may otherwise be obtained and it should be understood
the Convergent will not have authority to obtain volume discounts. Consequently, clients directing the
use of a particular broker may not receive best execution. As a result of the client directing
Convergent to use a specific broker, the client acknowledges that he/she/it 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 had the client effected transactions

through brokers recommended by Convergent.

Each investment manager that Convergent selects or recommends to its clients generally will have
investment discretion over that portion of the client’s accounts managed by the particular investment
manager. For non-discretionary clients, the client will have a direct contractual relationship with each
such investment manager. Discretionary client assets may be placed with an investment manager
based on an umbrella agreement between Convergent and the manager. These investment managers
are responsible for providing their firm’s Form ADV Parts 2A and 2B and other required disclosures to
our mutual clients. The designation by a client of a particular broker for execution of client account
transactions (particularly if it differs from the brokers used by that manager for execution of most of
the manager's other clients' accounts) may affect the commission rates and the method and pricing
of execution of the client’'s account transactions for the portion of the client’s portfolio managed by a
particular investment adviser. Non-discretionary clients are urged to review each portfolio investment
manager's disclosures on brokerage practices in deciding whether to direct the investment manager

to use a particular broker for execution of the client’s portfolio transactions.
Certain clients set up margin accounts in connection with their Convergent managed brokerage

accounts. After a discussion with a client, Convergent may utilize margin on the account either for

short term transaction or as leverage, based on the clients individual risk profile.
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Client accounts generally are reviewed at least quarterly, but often more frequently, for performance,
adherence to the client's investment objectives, and client restrictions. All accounts are typically
reviewed by each client's Advisor. Triggering factors include material changes in a client's financial
situation, changes in a money manager's management team or advisory fee, as well as political and

economic events.

All clients receive on-line access via a portal to their account and performance information.
Independence will also create a performance report annually as of year-end. These reports detail the
client's positions, gains and losses (as reported by the custodian), income and expenses, and the
performance of all mutual funds, ETFs, and/or investment managers in the client’s portfolio managed
by Independence. Independence may retain the services of a third party to generate performance
reports or prepare reports itself. In all cases, Convergent reviews performance reports for accuracy

and completeness.

Clients should rely exclusively on their qualified custodian to provide cost basis.

In addition, the reports compare the client's performance to relevant index benchmarks. In certain
cases, a portfolio may be compared to a benchmark that is not directly investable. Indices included in
the report are for the purpose of comparing a client’s returns to the returns on a broad-based index
of securities most comparable to the types of securities held in a client's account(s), to the general
equity market or to another agreed upon benchmark. Although a client's account is invested in
securities that are generally similar in type to the related indices, the particular issuers, industry
segments, geographic regions, and weighting of investments in a client's account do not necessarily
track the index. Independence may compare the same or similar investments to different benchmarks
depending on the role the investment is intended to be positioned within the portfolio, client type, or
business division. In addition, clients who request specific benchmarks may have different

benchmarks than other clients.
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If a client was introduced to Independence through a solicitor, Independence may pay that solicitor a
referral fee in accordance with Rule 206(4)-3 under the Investment Advisers Act of 1940. The referral
fee shall be paid solely from Independence’s fee as defined in the client investment advisor
agreement, and shall not result in any additional charge to client.

Independence has entered into a solicitation arrangement with City National Bank, an affiliated entity.
Representatives of City National Bank and/or City National Securities may receive cash or non-cash
compensation for the referrals of clients and investors who ultimately become clients of
Independence or investors in the Affiliated Private Investment Funds. In addition, Independence may

enter into other solicitation agreements between or among Independence and its affiliates.

An inherent conflict of interest arises on behalf of the solicitor because it is receiving an economic
benefit for the referral or recommendation of Independence’s services. In all cases, Independence will
provide all clients subject to a solicitation or referral fee a disclosure which they will be required to

sign.

Independence receives client referrals from Charles Schwab & Co., Inc. (“Schwab”) through
Independence’s participation in Schwab Advisor Network® (“the Service”). The Service is designed to
help investors find an independent investment advisor. Schwab is a broker-dealer independent of and
unaffiliated with Independence. Schwab does not supervise Indpendence and has no responsibility for
Independence’s management of clients’ portfolios or Independence’s other advice or services.
Independence pays Schwab fees to receive client referrals through the Service. Independence’s

participation in the Service may raise potential conflicts of interest described below.

Independence pays Schwab a Participation Fee on all referred clients' accounts that are maintained in
custody at Schwab and a Non-Schwab Custody Fee on all accounts that are maintained at, or
transferred to, another custodian. The Participation Fee paid by Independence is a percentage of the
fees the client owes to Independence or a percentage of the value of the assets in the client's
account, subject to a minimum Participation Fee. Independence pays Schwab the Participation Fee for
so long as the referred client’'s account remains in custody at Schwab. The Participation Fee is billed

to Independence quarterly and may increased, decreased or waived by Schwab from time to time.
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The Participation Fee is paid by Independence and not by the client. Independence has agreed not to
charge clients referred through the Service fees or costs greater than the fees or costs Independence

charges clients with similar portfolios who were not referred through the Service.

Independence generally pays Schwab a Non-Schwab Custody Fee if custody of a referred client's
account is not maintained by, or assets in the account are transferred from Schwab. This Fee does
not apply if the client was solely responsible for the decision not to maintain custody at Schwab. The
Non-Schwab Custody Fee is a one-time payment equal to a percentage of the assets placed with a
custodian other than Schwab. The Non-Schwab Custody Fee is higher than the Participation Fees
Advisor generally would pay in a single year. Thus, Independence will have an incentive to

recommend that client accounts be held in custody at Schwab.

The Participation and Non-Schwab Custody Fees will be based on assets in accounts of
Independence’s clients who were referred by Schwab and those referred clients’ family members
living in the same household. Thus, Independence will have incentives to encourage household
members of clients referred through the Service to maintain custody of their accounts and execute
transactions at Schwab and to instruct Schwab to debit Independence’s fees directly from the

accounts.

For accounts of Independence’s clients maintained in custody at Schwab, Schwab will not charge the
client separately for custody but will receive compensation from Independence’s clients in the form of
commissions or other transaction-related compensation on securities trades executed through
Schwab. Schwab also will receive a fee (generally lower than the applicable commission on trades it
executes) for clearance and settlement of trades executed through broker-dealers other than Schwab.
Schwab'’s fees for trades executed at other broker-dealers are in addition to the other broker-dealer’s
fees. Thus, Independence may have an incentive to cause trades to be executed through Schwab
rather than another broker-dealer. Independence nevertheless, acknowledges its duty to seek best
execution of trades for client accounts. Trades for client accounts held in custody at Schwab may be
executed through a different broker-dealer than trades for Independence’s other clients. Thus, trades
for accounts custodied at Schwab may be executed at different times and different prices than trades

for other accounts that are executed at other broker-dealers.

Independence is a member of the Paladin Registry. Though the Paladin Registry does not act as a

solicitor under Rule 206(4)-3 of the Advisers Act, it does provide investors with information regarding
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investment advisors. Independence pays a fixed membership fee to participate and may also pay an

additional fee to partners that contract with the Paladin Registry.

Independence has entered into an agreement in which it employs an individual who is a family
member of one of Independence’s solicitors and reveives payment for doing so. In addition, as part
of this relationship, the solicitor may be permitted in the future to solicit clients that is has previously

referred to Independence.

Neither Independence nor Convergent takes possession of client funds or securities, nevertheless
Convergent and Independence have custody of some client assets through the direct debiting of
management fees from client custodial accounts, sponsorship of Convergent's Affiliated Private

Investment Funds, or custody by an affiliate from whom it is not operationally independent.

Clients should receive at least quarterly statements from the broker dealer, bank, or other qualified
custodian that holds and maintains client’'s investment assets. Independence urges the client to
carefully review such statements and compare such official custodial records to the account
statements that we may provide to clients. Our performance reports may vary from custodial
statements based on accounting procedures, reporting dates, or valuation methodologies of certain

securities.

Convergent is deemed to have custody over the assets in the Affiliated Private Investment Funds
described in Item 4-Types of Clients and Convergent's ADV, Part IIA. These funds are each subject to
an annual audit by an independent auditor and audited financial statements are sent to investors

annually.

In addition, based on shared office space between Convergent and City National Bank employees in
our New York City office, Convergent is deemed to have custody over assets where City National
Bank is the qualified custodian and Convergent is the investment adviser. Convergent engages a
PCAOB -registered and inspected accounting firm to conduct an annual surprise verification. City

National Bank also undergoes an annual SSAE 16 (fka SAS 70) review annually.

Independence has the authority in managing discretionary client accounts to determine the amount

and type of investments to be bought and sold and managers to be hired and terminated. In all
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cases, such discretion is exercised in a manner consistent with the stated investment objectives for

the particular client account.

ISG and the IC determine the investment strategy and manager selection options for Convergent.
Depending on the ISG/IC recommendation, Convergent will adopt an implementation plan that
considers the goals of the ISG/IC decision, fairness to all clients, and practical issues (such as short
term redemption fees). The Independence team is responsible for considering how and when to
implement the investment strategy and manager selection options for each client and considers these
factors, among others, when making those decisions: investment objective, policies, and strategy of
the account; appropriateness of the investment to the account’s time horizon and risk objectives;
existing levels of ownership of the investment and other similar investments; immediate availability of
cash or buying power to fund the investment; and complexity of client portfolio (including whether
the portfolio holds private investment vehicles or more liquid securities). As a result of customizing
client portfolios based on the above considerations, the time frame for implementing the investment
strategy and/or manager selection may vary client by client which may result in different clients
receiving favorable or disadvantageous execution. Convergent will monitor the implementation plan
to ensure all investment decisions are implemented fairly and in accordance with the goals and
objectives of ISG/IC.

In certain circumstances, the ISG/IC's recommendation may impact all client accounts and
Convergent’s and Independence’s plan will be to implement the recommendation for all client
accounts at the same time or on the same day to make an effort that all clients receive a similar
execution price. However, given that trading is executed through each client's custodian,
Independence may be limited in its ability to aggregate orders. Independence may, but need not,
aggregate and block orders or enter execution for all client accounts in an investment or manager on
the same day for accounts, depending on the type of investment, mutual fund, ETF, or SMA, in

circumstances in which Independence believes will result in a more favorable overall execution.

Depending on the implementation plan, transactions in client accounts could be executed at a higher
or lower price than would be otherwise paid by a client absent the implementation plan. In the
opinion of Convergent, the result of the implementation plans will on the whole over time be in the
best interests of each of the participating client accounts. In some instances, however, the

implementation plan could have an adverse effect on a particular account.

Clients with individual investment policies or restrictions may not be able to participate in the
implementation plan and may only be invested in such investments after compliance with respect to

the investment policies or restrictions has been established. These clients may receive a less favorable
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price on such transactions. Certain limitations may preclude Convergent from implementing the
recommendation for all client accounts at the same time, such as the client custodies its assets at a
custodian that requires the client's letter of authorization prior to implementation, the client has
certain assets margined, or other factors that may limit Convergent’s ability to implement investment

discretion on clients’ behalf.

When placing trades for all clients and on an ongoing basis, Convergent will determine whether to

reinvest dividends for each investment unless specified by the Client.

Any trade errors will be rectified to make the client whole as if the error did not occur.

It is Independence’s policy that the firm will generally not affect any principal or agency cross
securities transactions for client accounts. Convergent will also not cross trades between client
accounts. Principal transactions are generally defined as transactions where an adviser, acting as
principal for its own account or the account of an affiliated broker-dealer, buys from or sells any
security to any advisory client. However, Independence may rarely engage in principal transactions
under certain circumstances. In each of these circumstances Independence will comply with Rule
206(s)" s disclosure and consent requirement prior to the completion of each principal
transaction. At a minimum, the disclosure will include information sufficient to identify and
explain the potential conflict of interest. A principal transaction may also be deemed to have
occurred if a security is crossed between an affiliated hedge fund and another client account. An
agency cross transaction is defined as a transaction where a person acts as an investment adviser in
relation to a transaction in which the investment adviser, or any person controlled by or under
common control with the investment adviser, acts as broker for both the advisory client and for
another person on the other side of the transaction. Agency cross transactions may arise where an

adviser is dually registered as a broker-dealer or has an affiliated broker-dealer.

Independence will not exercise proxy voting authority over client securities with the exception of
proxies voted on behalf of any ERISA clients. The obligation to vote client proxies shall at all times

rest with the client, except for those specific client assets over which an independent investment
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manager has assumed proxy voting authority. Clients shall in no way be precluded from contacting
Independence for advice or information about a particular proxy vote. However, Independence shall

not be deemed to have proxy voting authority solely as a result of providing such advice to client.

Should Independence inadvertently receive proxy information for a security held in a client's account,
then Independence will immediately forward such information on to client, but will not take any
further action with respect to the voting of such proxy. Upon termination of its Investment
Management Agreement with a client, Convergent shall make a good faith and reasonable attempt to
forward proxy information inadvertently received by Independence on behalf of the client to the

forwarding address provided by the client to Convergent.

For ERISA accounts, Convergent shall exercise proxy voting authority where appropriate. However, if
the ERISA plan’s governing documents state that proxy voting authority is retained by a named

fiduciary, that fiduciary shall be responsible for voting proxies.

When required to vote, Independence votes client proxies in the interest of maximizing shareholder
value. Independence believes that we are unlikely to be in a situation that results in a material
conflict of interest between our clients’ interests and the interest of our firm. However, if a situation
should arise where a material conflict of interest is determined to exist, Independence will make an

effort to seek out the opinion of a qualified independent third party regarding this issue.

Independence, through Convergent, has developed written policies and procedures governing proxy
voting to be followed, when applicable. A copy of Convergent’'s complete proxy voting policy is
available upon request. Convergent clients may request copies of their proxy voting records by
sending a written request to Convergent, ATTN: Compliance, 12505 Park Potomac Avenue, Suite 400,

Potomac, MD 20854, by emailing Compliance@Independence.com, or by issuing an oral request.

With regard to all matters (other than proxies) for which shareholder action is required or solicited
with respect to securities beneficially held by the client’'s account, such as: (i) all matters relating to
class actions, including without limitation, matters relating to opting in or opting out of a class and
approval of class settlements and (i) bankruptcies or reorganizations, Convergent affirmatively
disclaims responsibility for voting (by proxies or otherwise) on such matters and will not take any

action with regard to such matters.
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Neither Independence nor Convergent 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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