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This brochure (“Brochure”) provides information about the qualifications and business practices 

of Kopernik Global Investors, LLC (“Kopernik” or the “Firm”). If you have any questions about 

the contents of this Brochure, please contact us at (813) 314-6100. The information in this 

Brochure has not been approved or verified by the United States Securities and Exchange 

Commission (the “SEC”) or by any state securities authority.  

 

Additional information about the Firm is available on the SEC’s website at 

www.adviserinfo.sec.gov.   
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ITEM 2 – MATERIAL CHANGES  

Kopernik has updated its Form ADV Part 2A (Brochure) to reflect that, in addition to its other 

activities, the Firm is now acting as investment adviser to a portfolio (sub-fund) of an investment 

company operating pursuant to the European Union’s UCITS (Undertakings for Collective 

Investment in Transferable Securities) Regulations.   

  



 

3 
 

ITEM 3 – TABLE OF CONTENTS 

 

 

Item 1 – Cover Page …………………………………………………………………….1 

 

Item 2 – Material Changes………………………………………………………………2 

 

Item 3 – Table of Contents………………………………………………………………3 

 

Item 4 – Advisory Business……………………………………………………………...4 

 

Item 5 – Fees and Compensation………………………………………………………...7 

 

Item 6 – Performance-Based Fees and Side-By-Side Management …………………...12 

 

Item 7 – Types of Clients………………………………………………………….........13 

 

Item 8 – Methods of Analysis, Investment Strategies and Risk of Loss……………….14 

 

Item 9 – Disciplinary Information……………………………………………………....32 

 

Item 10 – Other Financial Industry Activities and Affiliations..……………………….33 

 

Item 11 – Code of Ethics, Participation or Interest in Client Transactions, 

    and Personal Trading….…………………………………………….….........35 

 

Item 12 – Brokerage Practices…………………………………………………………..39 

 

Item 13 - Review of Accounts………………………………………………………......44 

 

Item 14 – Client Referrals and Other Compensation……………………………...........45 

 

Item 15 – Custody……………………………………………………………………….46 

 

Item 16 – Investment Discretion…………………………………………………….......47 

 

Item 17 – Voting Client Securities ………………………………………………….......48  

 

Item 18 – Financial Information…………………………………………………….......50 

 

 



 

4 
 

ITEM 4 – ADVISORY BUSINESS  

 

A. General Description of Advisory Firm  

Kopernik is an employee-owned investment manager focused on global equity investing. The Firm, a 

Delaware limited liability company, was founded by David Iben who brought part of his investment 

team from his previous employer. Mr. Iben, who serves as the managing member and Chief 

Investment Officer of the Firm, and who is its principal owner, previously headed the Global Value 

investment team at Vinik Asset Management, L.P. (“VAM”).  Before VAM, Mr. Iben was Chief 

Investment Officer, Co-President and lead portfolio manager of Tradewinds Global Investors, LLC, a 

subsidiary of Nuveen Investments.  Kopernik commenced investment operations on July 1, 2013 and 

is based in Tampa, Florida.   

As of March 25, 2014, Kopernik managed over $559 million on a discretionary basis for clients.  No 

assets are managed on a non-discretionary basis.  In connection with its launch, Kopernik employees 

contributed assets valued at over $13 million, net of leverage, to Kopernik-managed investment 

funds.   

 

B. Description of Advisory Services  

 
Kopernik implements its global investment strategies through an active, fundamentals-based, value-

oriented process.  Kopernik’s investment discipline seeks to identify potential investments that trade 

at significant discounts to their intrinsic value (as determined by Kopernik’s analysis).  For 

investment strategies that permit short positions, Kopernik will short securities of companies that 

Kopernik believes are overvalued by the market, with an emphasis on securities selling at significant 

premiums to their intrinsic values (as determined by Kopernik’s analysis).  

 

Kopernik typically invests in equity securities, with large, mid or small capitalizations, but may 

invest in any level of the capital structure that it believes will offer the best risk-adjusted returns.  

Kopernik may invest in securities of companies in developed global markets, as well as emerging 

market and frontier market issuers. For additional information regarding Kopernik’s investment 

strategies, please refer to Item 8 - Methods of Analysis, Investment Strategies and Risk of Loss. 

Kopernik provides investment advisory services to three main types of clients:  (i) registered 

investment companies, (ii) institutional asset management clients:  separately managed accounts, 

unregistered investment companies, and other collective investment vehicles, and (iii) other advisors 

(on a sub-advisory basis).  Kopernik seeks to offer separately managed accounts to pension plans, 

charitable organizations, educational institutions, high net worth individuals, trusts, estates, 

corporations and other business entities, banks and thrift institutions, insurance companies, foreign 

sovereigns and domestic governmental entities.  For additional information regarding Kopernik’s 

clients, please refer to Item 7 - Types of Clients. 

 



 

5 
 

Kopernik’s investment decisions and advice with respect to each investment vehicle (“Fund”) or 

account it manages are subject to that Fund’s or account’s investment objectives and guidelines, as 

set forth in its offering documents or investment management agreement.   

 

Services for Registered Investment Companies 

 
Subject to the supervision of each client’s board of directors or trustees, Kopernik provides 

management and certain related administrative services necessary for the operation of its registered 

investment company clients. Kopernik’s responsibilities may include, without limitation, investment 

advisory services, research services, recommending and placing of orders for the purchase and sale 

of securities for registered investment company client portfolios (based on the investment objectives 

and guidelines of each client), working with custodians, transfer and pricing agents, accountants, 

auditors, underwriters and other persons, and furnishing reports, evaluations and analysis on a variety 

of subjects. 

 

Institutional Asset Management Services 

 

Kopernik provides asset management and related services to the institutional market. Kopernik 

manages or expects to manage separately managed accounts for institutional investors, unregistered 

investment funds and other collective investment vehicles.  The strategies and policies and 

procedures governing these accounts and collective investment vehicles are generally similar, but not 

necessarily identical, to those of Kopernik’s registered investment company clients.  

 
Kopernik currently provides investment advisory services to a number of privately-offered 

unregistered investment funds (collectively, the “Kopernik Private Funds”).  Securities of the 

Kopernik Private Funds are offered to eligible investors exclusively on a private placement basis. 

The Kopernik Private Funds include the following open-end funds:  Kopernik Global All-Cap Fund, 

LP and Kopernik Global Unconstrained Fund, LP, which are both Delaware limited partnerships, and 

Kopernik Global All-Cap Offshore Fund, Ltd. and Kopernik Global Unconstrained Offshore Fund, 

Ltd., which are Cayman Islands exempted companies.  Kopernik Global All-Cap Fund, LP and 

Kopernik Global All-Cap Offshore Fund, Ltd. invest in Kopernik Global All-Cap Master Fund, LP.  

Similarly, Kopernik Global Unconstrained Fund, LP and Kopernik Global Unconstrained Offshore 

Fund, Ltd. invest in Kopernik Global Unconstrained Master Fund, LP.  Kopernik also acts as adviser 

to Kopernik Global All-Cap Equity Fund (the “UCITS”), a sub-fund (portfolio) of Heptagon Fund 

plc, which is an investment company operating pursuant to the European Union’s UCITS 

(Undertakings for Collective Investment in Transferable Securities) Regulations.  The two Master 

Funds and the UCITS have similar, but not identical, investment strategies and at times portions of 

their portfolios may be, but are not required to be, managed by Kopernik on a side-by-side basis.  

Examples of when side-by-side management will likely not take place include, but are not limited to, 
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where the investment strategies or investment restrictions differ, one fund has more available cash 

than another, or the funds’ operations (such as varying subscription and redemption activity) have 

resulted in certain investments being held in different proportions.  In addition, Kopernik advises the 

Kopernik Global Real Asset Fund, LP, a closed-end fund organized as a Delaware limited 

partnership.   

 

Sub-Advisory Services 

Kopernik seeks to provide sub-advisory services to other investment advisers, particularly those 

located outside the United States and those with large sub-advisory fund platforms.  The strategies 

and policies and procedures governing these mandates are similar to those of Kopernik’s registered 

investment company clients.  

 

C. Availability of Customized Services for Clients  

 
For separately managed accounts, Kopernik will tailor its investment advisory services to the specific 

needs of clients.  A client may select an investment strategy with existing, standard investment 

guidelines and request reasonable restrictions on the management of its account.  If Kopernik agrees 

to those restrictions, it will manage the account in accordance with the revised investment guidelines.  

Kopernik will not be able to accommodate proposed investment restrictions that are onerous or 

incompatible with Kopernik’s standard investment strategies and investment philosophy, and 

Kopernik may decline to accept or terminate client accounts with such restrictions. 

 

 

D. Wrap Fee Programs 

 

Not Applicable.  Kopernik does not participate in any wrap fee programs. 
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ITEM 5 – FEES AND COMPENSATION  

 

A. Advisory Fees and Compensation  

 
The specific manner in which Kopernik charges advisory fees for client portfolios is set out in a 

client’s written investment management agreement with Kopernik.  A discussion of the standard fees 

paid to Kopernik for investment advisory services to mutual funds, separate accounts, the Kopernik 

Private Funds and the UCITS is set out below.   

 

Registered Investment Company Fees 

 
Registered investment company fees are separately negotiated between Kopernik and the board of 

directors or trustees of the Fund.  These fees are based on a percentage of assets under management.  

Kopernik may agree, either on a voluntary basis or by contract, to waive a portion of its investment 

management fee, such as to limit overall Fund expenses to set levels.  Registered investment 

company fees, and the terms of any waiver, are disclosed in the applicable Fund prospectus. 

 

Kopernik currently assesses annual management fees of approximately 90 basis points for its 

registered investment company clients using a Global All-Cap strategy. 

  

Investment management agreements between Kopernik and registered investment company clients 

may be terminated at any time on specified notice, without the payment of any penalty, by the board 

of directors or trustees of the investment company. The agreements automatically terminate in the 

event of their assignment.  

 

Separate Account Fees  

 
The standard fee schedules charged by Kopernik for separate accounts are based on a percentage of 

the quarterly or average monthly net assets of each account and vary by strategy and mandate.  The 

minimum account size for a separately managed account is generally not less than $25 million. 

Standard fees shown below are negotiable and may be replaced with a different base fee and may add 

a performance fee.   Performance-based fees may create an incentive to favor those accounts over 

non-performance fee accounts.  See Item 6 – Performance-Based Fees and Side-By-Side 

Management for additional information on how Kopernik seeks to address this potential conflict.  

Generally, fees for separately managed accounts are billed quarterly in advance but the exact timing 

of billing and payment for separately managed accounts is negotiable. 
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Strategy of Account Management Fee* Investment Minimum* 

 

Global All-Cap Equity 85 bps $25 million 

 

Global Unconstrained Equity 85 bps $25 million 

 

Global Real Asset Equity 85 bps $25 million 

 

* Subject to variation and negotiation.  Kopernik offers no assurance that any particular fee, or other 

terms, will be the same for all clients. 

 

Private Fund Fees  

 

Kopernik acts as an investment adviser to the Kopernik Private Funds and deducts fees for its 

services from each Fund’s assets at a disclosed rate. Fees for such services are summarized below 

and are set forth in more detail in the applicable private placement memorandum. Fees and 

compensation paid to Kopernik or its affiliates by these funds are deducted from the assets of the 

applicable Fund. With certain exceptions, such as for partial periods, management fees for the 

Kopernik Private Funds are deducted on a quarterly basis in advance and incentive compensation is 

deducted on an annual basis.  

 

Unregistered investment funds may have higher or lower expenses than large separate accounts 

because the funds have certain administrative and fund expenses, and expense levels may involve 

other considerations such as structuring, regulatory reporting, and external costs, that do not 

necessarily exist for separate accounts, although the specific expenses may be affected by the nature 

of the separate account or Fund, risks to the advisory firm, and strategic or other commercial 

considerations. Unregistered investment funds each have their own investment guidelines, as 

described in their offering materials, have periodic or otherwise limited opportunities for admissions 

and withdrawals, and will typically have minimum investment levels of at least $1 million.  Kopernik 

has created several “feeder” funds, whose primary purpose is to invest in a “master” investment fund.  

Investors in each feeder fund will pay the expenses associated with launching and maintaining both 

the feeder fund and, indirectly, a portion of the expenses associated with the master fund, as set forth 

in the private placement memorandum or other relevant offering document and/or applicable 

governing or operating agreement. 
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Strategy of Private Fund Annual Management Fee* Investment Minimum** 

 

Global All-Cap  25 bps or 75 bps, depending on 

the class of interests and 

whether the class has a lock-up 

or performance fee 

 

$1 million 

Global Unconstrained  25 bps plus a lock-up and 

performance fee 

 

$1 million 

Global Real Asset  85 bps $1 million 

 

* Subject to variation and negotiation.  Kopernik offers no assurance that any particular fee, or other 

terms, will be the same for all clients.   

** Investment Minimums may be waived in Kopernik’s discretion. 
 

Management and performance fees, and lock-up provisions for certain classes of interests, are 

described in more detail in the applicable private placement memorandum for the Fund.  The 

management fee or performance fee applicable to a particular investor may be subject to negotiation, 

and the funds may offer additional class of the funds or additional newly-formed funds that offer 

different fee rates and other terms. 

 

UCITS Advisory Fees 

 

Fees payable by the investment manager of the UCITS are generally negotiated between Kopernik 

and the investment manager.  These fees may be based on a percentage of assets under management 

and may also include a performance based fee, and will typically be paid by the investment manager 

as a portion of the disclosed investment management fees.  Such investment management fees may 

differ by class based on various factors including terms of the investment.   

 

Sub-Advisory Fees  

 

Sub-advisory fees or fees otherwise payable to Kopernik by another investment adviser are generally 

negotiated between Kopernik and the investment adviser of the account or collective investment 

vehicle for which Kopernik will serve as sub-adviser.  These fees may be based on a percentage of 

assets under management and may also include a performance based fee.  Kopernik expects sub-

advisory fees to be similar to those of separately managed accounts, but they may be higher or lower 

for various reasons such as an increase or decrease in administrative burdens, size of asset base, any 

effect on investment processes, or strategic or other commercial considerations of both Kopernik and 

the other investment adviser.  
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Negotiated Fees 

 

From time to time, Kopernik may enter into negotiated fee arrangements that, in light of a particular 

investor’s special circumstances or other factors, may result in fee schedules that differ from the 

standard fee schedules described above. Such circumstances may include, without limitation, pre-

existing relationship; service levels; special investment guidelines; Kopernik’s level of assets at time 

of investment; whether a new account is expected to grow rapidly; the number of different accounts 

and total assets under management for that client (and its affiliates); and other circumstances or 

factors that Kopernik deems relevant.  Accounts of Kopernik employees and affiliates may be 

managed without a management or performance fee. 

 

Securities Valuation 

 

Kopernik’s fee is calculated based upon the value of a client’s portfolio. Kopernik has the authority 

to determine the value of securities and other financial instruments (“Securities”) that are difficult to 

price, and in such cases has an incentive to select the highest potential price for those securities, 

although a lower price might also be reasonable. To mitigate that potential conflict, Kopernik 

maintains a Valuation Committee responsible for overseeing the valuation process.  If the Valuation 

Committee determines that there is no market value for a Security, or that the market value does not 

accurately represent fair value for the Security, then the Valuation Committee must follow specific 

steps and procedures to calculate the fair value of the Security.   

 

B. Clients’ Fees and Expenses Beyond Management Fees 

 

Clients, rather than Kopernik, bear transaction costs related to buying and selling Securities.  In 

addition, clients may incur certain other charges imposed by custodians, brokers (including 

brokerage commissions, dealer markups and other expenses incurred in the acquisition or disposition 

of Securities), distributors, and other third parties such as for custodial fees, bank service fees, 

clearing and settlement charges, withholding and transfer fees, odd-lot differentials, transfer taxes, 

wire transfer and electronic fund fees, other fees and taxes on brokerage accounts and Securities 

transactions, and professional fees and expenses (including, without limitation, expenses of legal 

counsel, accountants, consultants and experts) relating to Securities.  Funds may bear other expenses, 

typically disclosed in the applicable offering documents.  Accounts that permit use of margin or short 

sales of Securities or other borrowing will incur interest on margin accounts and other indebtedness; 

costs, including interest expense and commitment fees, connected to selling Securities short; and 

borrowing charges on Securities sold short.  When a fund or account invests in other investment 

companies and pooled vehicles such as mutual funds and exchange traded funds, the fund or account 

bears a proportionate share of expenses charged by the investment company or pooled vehicle in 

which it invests.  The charges, fees and commissions discussed above are exclusive of and in 
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addition to Kopernik’s management fee, and Kopernik does not receive any portion of these 

commissions, fees, and costs.  

Kopernik also will use “soft dollars” generated by client transactions to pay for brokerage (i.e. 

effecting securities transactions) and research products and services (i.e., advice, analysis and 

reports) for clients, consistent with Kopernik’s best execution and soft dollar policy and with Section 

28(e) of the Securities Exchange Act of 1934, as amended (“Section 28(e)”).  See Item 12 – 

Brokerage Practices for more information on the Firm’s use of soft dollars. 

Investors in Funds will bear all of the expenses set forth above, plus the following additional 

expenses to the extent permitted under the applicable prospectus or offering documents:  third party 

fund administrator fees and expenses; pricing costs; fund accounting and recordkeeping expenses; 

legal, accounting, audit and tax preparation expenses; expenses of partnership, company or investor 

meetings, corporate licensing fees; organizational and offering expenses; costs of filing reports with 

regulatory bodies; costs of the maintenance of insurance premiums; compensation paid to sub-

advisors; other similar expenses; and any extraordinary expenses (including, without limitation, 

extraordinary litigation expenses and extraordinary consulting expenses).  Depending on the class of 

mutual fund shares, investors in Kopernik-managed mutual funds may also pay Rule 12b-1 

distribution and/or servicing fees and sales loads. 

 

C. Additional Compensation and Conflicts of Interest  

 

Neither Kopernik nor any of its supervised persons accepts compensation, such as brokerage 

commissions, for the sale of securities or other investment products.   
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ITEM 6 – PERFORMANCE-BASED FEES AND SIDE-BY-SIDE MANAGEMENT 

 
Some Kopernik clients pay investment management fees based on assets under management, without 

a performance-based component.  Other clients pay investment management fees to Kopernik with 

performance-based fees that vary or are calculated differently among clients. As a result, Kopernik 

and its affiliates may have an incentive to allocate limited investment opportunities, such as newly 

issued public equities or certain scarce non-U.S. Securities, to the clients from whom the greatest 

performance-based fees may be earned, rather than to clients who do not pay performance fees. 

Kopernik has an investment allocation policy that addresses this conflict of interest and is described 

in Item 11 - Code of Ethics, Participation or Interest in Client Transactions, and Personal Trading.   

 

To further ensure consistency among accounts, Kopernik generally prohibits its portfolio managers 

from simultaneously holding a long position in one account and holding the same Security short in 

another account with the same investment objective or strategy. Contrary positions may be permitted 

in circumstances where a client has instructed the investment adviser to hold a legacy position (e.g., a 

Security with a low cost basis) or otherwise with approval, which may be granted on an ongoing 

basis. Accounts with different objectives or employing different strategies may result in different 

investment decisions based on the individual needs of the relevant client account.   
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ITEM 7 – TYPES OF CLIENTS  

 

Kopernik provides investment advisory to mutual funds and to private investment funds and UCITS 

or other collective investment vehicles, as described in Item 4B.  It also seeks to provide similar 

services to a wide variety of separate account clients, including pension funds, charitable 

organizations, educational institutions, trusts, estates, high net worth individuals, business entities, 

banks and other financial institutions, insurance companies, and foreign sovereign and domestic 

governmental entities.  In addition, Kopernik seeks to provide advisory or sub-advisory services to 

additional unaffiliated open-end or closed-end investment companies registered under the Investment 

Company Act of 1940, as amended (the “1940 Act”), collective investment trusts (“CITs”), and 

foreign collective investment funds, including, but not limited to, other UCITS funds. 
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ITEM 8 – METHODS OF ANALYSIS, INVESTMENT STRATEGIES AND RISK OF LOSS  

 

A. Methods of Analysis and Investment Strategies 

 
Kopernik implements its investment strategies through an active, research-driven, fundamentals-

based, value-oriented process. Kopernik’s investment discipline typically seeks to identify potential 

investments that trade at significant discounts to their intrinsic value (as determined by Kopernik’s 

analysis).  For strategies that permit short selling, short positions will generally be taken in the 

securities of companies which, in Kopernik’s view, are overvalued by the market, with an emphasis 

on securities selling at significant premiums to their intrinsic values (as determined by Kopernik’s 

analysis).    

Kopernik’s stock selection process is driven by bottom-up fundamental research. The stock selection 

process is distinguished by industry specialization and fundamental analysis. Each of Kopernik’s 

research analysts constantly evaluates companies within his or her coverage universe based upon a 

variety of both qualitative and quantitative criteria. Quantitative measures include price-to-earnings, 

price-to-book value, price-to-sales, price-to-net-present value, price-to-free cash flow, expectations 

of sustainable dividend yield, and price-to-liquidation/replacement value. Qualitative analysis assists 

the research team in producing an understanding of franchise quality, management strength, 

corporate strategy, barriers-to-entry, shareholder value orientation, operating and industry 

fundamentals and competitive advantage. Additionally, Kopernik continually focuses on change – in 

regions, countries and industries – in an effort to identify opportunities. In addition, prior to investing 

in a company, Kopernik considers how liquid the Security is, both in the local market and in the U.S. 

if that company has an American or Global Depositary Receipt. 

Kopernik uses a variety of sources to conduct research and gain a thorough understanding of 

companies it invests in. Kopernik’s investment professionals analyze corporate filings (including 

annual reports, prospectuses, and other SEC or non-U.S. governmental or stock exchange filings), 

may perform company visits, and may speak with various levels of company management, suppliers, 

competitors, customers and others to gain additional insight on prospective investment opportunities. 

They attend conferences regularly and may also utilize sell-side research information and analysis on 

a limited basis. Kopernik regularly monitors newspapers, magazines, industry and trade journals, and 

other publications. 

Kopernik’s investment approach is highly collaborative. Investment professionals generally meet 

each business day as a team to vet ideas and portfolio holdings. During these meetings, analysts are 

given an opportunity to propose new investment ideas, provide in-depth analysis on companies and 

industries, provide updates on existing portfolio holdings, and finally, recommend new investment 

ideas. Kopernik’s investment meetings elicit group input and rigorous debate and help ensure a 

uniform approach and common due-diligence process in selecting Securities.   
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Strategies 

Kopernik currently seeks to provide the following investment strategies in separately managed 

accounts and as investment adviser to collective investment funds, including, but not limited to, 

private funds, mutual funds, and UCITS. 

 

Strategy  Description 

 

Global All-Cap Equity  The Global All-Cap strategy seeks capital appreciation by investing 

in companies located throughout the world, including emerging and 

frontier markets, which the Kopernik believes are trading at a 

significant discount to risk-adjusted intrinsic value. This strategy 

does not use margin or take short positions, except that currency 

ETFs may be sold short to hedge currency exposure. 

Global Unconstrained Equity The Global Unconstrained strategy seeks absolute returns by taking 

long and short positions in companies located throughout the world, 

including emerging and frontier markets.  Long positions are 

believed to be trading at a significant discount to risk-adjusted 

intrinsic value.  Short positions are believed to be trading at a 

significant premium to risk-adjusted value.  This strategy may also 

use margin. 

Global Real Asset Equity The Global Real Asset strategy seeks to achieve its investment 

objective of positive real returns by investing in real asset 

producing companies located throughout the world, including 

emerging and frontier markets, which Kopernik believes are 

trading at a significant discount to risk adjusted intrinsic value.  

Real asset producing companies include  (i) companies in the 

energy, industrials, materials and utilities sectors; (ii) companies in 

the food products industry; (iii) companies, if not in one of these 

sectors or industry, that (a) derive at least 50% of their revenues or 

profits from owning, producing, refining, processing, transporting 

or marketing natural resources or (b) have at least 50% of the fair 

market value of their assets invested in natural resources; or (iv) 

pooled investment vehicles that primarily invest in the foregoing 

companies or that are otherwise designed primarily to provide 

investment exposure to natural resources.  This strategy does not 

use margin or take short positions, except that currency ETFs may 

be sold short to hedge currency exposure. 
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None of the foregoing investment strategies is designed or anticipated to track the performance of 

any specific benchmark. 

 

Additional Information Concerning Kopernik Strategies 

Each of the above strategies may be invested in accordance with sub-strategies, and may invest in a 

variety of Securities. Each strategy may invest in common and preferred stocks, convertible 

securities, rights and warrants received in connection with securities held in the portfolio, debt 

secured by mortgages or other assets, debt securities issued by foreign and supranational issuers, debt 

secured by loans and other fixed income securities, real estate investment trusts (“REITs”), ETFs, 

swap agreements, options, forward contracts, structured notes and other investment companies. Debt 

may be rated below investment grade (i.e., high yield).  Securities of companies with all market 

capitalizations may be included in the portfolio, including small-to-mid capitalization companies. 

Some of these securities could give rise to unrelated business taxable income from time to time. 

Potential investors should consult their tax advisors regarding the tax implications of such 

investments.  

Subject to applicable investment guidelines, a portion of a strategy’s assets may be invested in non-

dollar denominated equity securities of non-U.S. issuers and in dollar-denominated equity securities 

of non-U.S. issuers that are either listed on a U.S. stock exchange or represented by depositary 

receipts that may or may not be sponsored by a domestic bank. Strategies may also invest in warrants 

and securities convertible or exchangeable for equity securities such as convertible bonds. Again 

subject to applicable guidelines, each strategy may use derivatives, specifically options, index 

options, interest rate caps, collars, futures contracts, options on futures contracts, and forward non-

U.S. currency exchange contracts, to manage various types of risk, enhance a portfolio’s return, 

equitize cash or hedge against adverse movements in currency exchange rates. In addition, strategies 

may invest in derivatives such as swaps, including interest rate swaps, total return swaps, swaptions, 

credit default swaps and non-U.S. currency swaps, as well as other derivatives, to hedge the risk of 

investment in securities, substitute for a position in an underlying security, reduce transaction costs, 

maintain full market exposure, manage cash flows and preserve capital. Strategies may also invest in 

derivatives such as participatory notes and equity-linked securities, to gain exposure to equity and 

other securities of certain issuers. Strategies may write (sell) covered call options or buy put options 

on an index, or on some or all of the stocks or other securities they invest in, as well as using call 

spreads or other types of options to generate premium income and reduce volatility on a portfolio’s 

return, with the intent of improving a portfolio’s risk adjusted return. A strategy may invest in stock 

index futures contracts, options on stock indices, and options on stock index futures to maintain the 

liquidity needed to meet redemption requests, to increase the level of assets devoted to replicating an 

index, and to reduce transaction costs. In addition, forward contracts may be used to enhance returns. 
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Investments in these types of investments are not suitable for all investors as they are speculative and 

carry a high degree of risk. 

Subject to and depending upon applicable investment guidelines, each strategy may also invest, if 

eligible, in Rule 144A Securities, private placements, or other Securities that may lack liquidity or a 

readily assessable market value. Each strategy may hold Securities that become illiquid after 

purchase due to market or other conditions. Private placements pose greater liquidity risks than 

publicly traded securities. Mutual funds and UCITS that may be managed or sub-advised by 

Kopernik are subject to specific statutory or regulatory limitations on illiquid Securities and 

Kopernik will abide by those stricter liquidity requirements. Although the open-end Kopernik Private 

Funds are not subject to any specific restrictions on the amount of assets that they may invest in 

illiquid Securities, Kopernik intends to invest in such Securities on a limited basis and considers the 

liquidity of a Security in weighing the risks against the potential for profit presented by a particular 

investment opportunity for those Funds.  In closed-end funds and separate accounts managed by 

Kopernik, Kopernik may invest a larger portion of client assets in illiquid Securities, subject to 

applicable investment guidelines. 

The Global Unconstrained Strategy also uses leverage to take advantage of market opportunities. The 

use of leverage increases buying power.  Clients using this strategy may borrow money from banks 

or brokerage firms, purchase securities on margin, as well as finance positions and lend funds 

through repurchase and reverse repurchase agreements.  

 

Kopernik’s strategies emphasize active management of a portfolio in order to take advantage of 

opportunities in the financial markets. As a result, turnover and brokerage commission expenses may 

exceed those of other portfolios of comparable size.  

 

Kopernik’s strategies may maintain higher levels of cash and cash equivalents than are necessary to 

meet short-term cash needs, and may invest in longer-term debt instruments.  The strategies may 

invest their excess funds in short term investments, including U.S. Government securities, money 

market funds, commercial paper, certificates of deposit and bankers’ acceptances.  

 

B. Material, Significant or Unusual Risks Relating to Investment Strategies.  

 

The following risk factors do not purport to be a complete list or explanation of the risks involved in 

Kopernik’s investment strategies.   These risk factors include only those risks Kopernik believes to be 

material, significant or unusual and relate to significant investment strategies or methods of analysis 

employed by Kopernik.  
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Market Risk. The risk that the price of equity securities may decline in response to general market 

and economic conditions or events. The value of the equity securities may decline over short or 

extended periods of time. Any stock is subject to the risk that the stock market as a whole may 

decline in value, thereby depressing the stock’s price. Equity markets tend to be cyclical, with 

periods when prices generally rise and periods when prices generally decline. Foreign equity markets 

tend to reflect local economic and financial conditions, and therefore, trends often vary from country 

to country and region to region. 

Company Risk. The risk that the issuer’s earnings prospects and overall financial position will 

deteriorate, causing a decline in the security’s value over short or extended periods of time. 

Foreign Investment Risk. The risks of investing in securities of foreign issuers, securities or 

contracts traded on foreign exchanges or in foreign markets, or securities or contracts payable in 

foreign currency. 

Investing in foreign investments entails risks beyond those of domestic investing. These include, but 

are not limited to: (1) significant changes in currency exchange rates; (2) possible imposition of 

market controls or currency exchange controls; (3) possible imposition of withholding taxes on 

dividends and interest; (4) possible seizure, expropriation or nationalization of assets and/or 

confiscatory taxation; (5) more limited foreign financial information or difficulty in interpreting it 

because of foreign regulations and accounting standards; (6) lower liquidity and higher volatility in 

some foreign markets; (7) political, economic or social instability or adverse diplomatic events; (8) 

the difficulty of evaluating some foreign economic trends; (9) the possibility that a foreign 

government could restrict an issuer from paying principal and interest to investors outside the 

country; and (10) potential rapid price inflation or deflation. Brokerage commissions and transaction 

costs are often higher for foreign investments, and it may be harder to use foreign laws and courts to 

enforce financial or legal obligations. 

The risks described above often increase in emerging markets countries. For example, these countries 

may have more unstable governments than developed countries, and their economies may be based 

on only a few industries. Because their securities markets may be very small, share prices may be 

volatile and difficult to establish. In addition, foreign investors are subject to a variety of special 

restrictions in many such countries. For example, certain Asian countries require governmental 

approval prior to investments by foreign persons or limit investment by foreign persons only to a 

specified percentage of an issuer’s outstanding securities or a specific class of securities which may 

have less advantageous terms (including price) than securities of the issuer available for purchase by 

nationals. In addition, certain countries may restrict or prohibit investment opportunities in issuers or 

industries deemed important to national interests. Generally, there is less governmental supervision 

and regulation of exchanges, brokers, banks, and securities depositories in less developed markets 

than there is in developed markets. For example, there may be no comparable provisions to insider 
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trading and similar investor protection securities laws that apply with respect to securities 

transactions consummated in developed markets. Less developed markets also have different 

clearance and settlement procedures, and in certain markets there have been times when settlements 

have failed to keep pace with the volume of securities transactions, making it difficult to conduct 

such transactions. Delays in settlement could result in periods when assets are uninvested and no 

return is earned thereon. 

Russian Securities Risk.  Certain of Kopernik’s larger investments on behalf of clients have been in 

companies based in or that do substantial amounts of business in Russia.  Based on certain military, 

diplomatic and economic measures arising in 2014, investments in Securities issued by such 

companies or companies that operate in certain surrounding regions may be subject to particular risks 

of loss or volatility. 

Correlation Risk. The risk that global events will cause the U.S. and non-U.S. markets to move in 

the same direction, reducing or eliminating the benefit of international diversification.  U.S. and non-

U.S. markets often rise and fall at different times or by different amounts due to economic or other 

developments particular to a given country or region. Thus investing in both U.S. and non-U.S. 

markets may lower portfolio volatility. 

Currency Risk. Accounts normally will be denominated in U.S. dollars. However, many 

investments may be denominated in non-U.S. currencies. In addition, some or all of the underlying 

assets of collateralized securities held may consist of loans or other instruments of obligors in 

countries other than the United States, and consequently may be denominated in currencies other 

than the U.S. dollar.  

Changes in the rates of exchange between the U.S. dollar and other currencies could have a material 

adverse effect on the performance of investments. A strong U.S. dollar relative to other currencies 

will adversely affect the value of securities or instruments denominated in non-U.S. currencies and 

hinder the Funds’ performance. In addition, a particular foreign country may impose exchange 

controls, devalue its currency and/or take other measures relating to its currency which could 

adversely affect investors. Among the factors that may affect currency values are trade balances, the 

level of short-term interest rates, differences in relative values of similar assets in different 

currencies, long-term opportunities for investment and capital appreciation and political 

developments. Finally, clients may incur costs in connection with conversions between various 

currencies. Although Kopernik may have the ability to hedge currency risk associated with a portion 

of investments denominated in currencies other than the U.S. dollar, it may not do so.  

Style Risk. The risk that securities selected using either a growth investing or a value investing style 

may be out of favor in the marketplace for various periods of time. Kopernik’s strategies are 

managed according to a value investment style.  Investors holding value investing style securities 
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may experience declines in the value of their portfolios. In addition, although Kopernik believes in 

value investing, securities believed to be undervalued are subject to the risks that: (1) the issuer’s 

potential business prospects are not realized; (2) their potential values are never recognized by the 

market; and (3) due to unanticipated or unforeseen problems associated with the issuer or industry, 

they were appropriately priced (or over-priced) when acquired. 

Volatility. The risk that the value of Securities may fluctuate significantly over a short period of 

time. Investors should understand that the results of a particular period will not necessarily be 

indicative of results in future periods. Changes in the degree of volatility of the market from 

Kopernik’s expectations may produce material losses. 

Portfolio Turnover Rate Risk. A strategy that engages in active and frequent trading of portfolio 

Securities will have a correspondingly higher “portfolio turnover rate.” A high portfolio turnover rate 

will generally result in (1) greater brokerage commission expenses and (2) higher amounts of 

realized investment gain potentially subject to the payment of taxes. None of the strategies are 

subject to a specific limitation on portfolio turnover, and although Kopernik seeks to hold securities 

for substantial periods of time, securities may be sold at any time such sale is deemed advisable for 

investment or operational reasons. 

Income Volatility. The risk of income volatility is the risk that the level of current income from a 

portfolio of fixed-income securities declines in certain interest rate environments. 

Credit Risk. The risk that a decline in an issuer’s financial position may prevent it from making 

principal and interest payments on fixed income securities when due. Credit risk relates to the ability 

of an issuer of a fixed-income security to pay principal and interest on the security on a timely basis 

and is the risk that the issuer could default on its obligations, thereby causing the value of the 

investment to be materially impaired. 

Default Risk. The risk of default by the issuers of debt securities. Investments may consist of 

instruments that are low rated or unrated. Emerging markets debt securities may consist of 

instruments that are generally considered to have a credit quality rated below investment grade by 

internationally recognized credit rating organizations such as Moody’s and Standard & Poor’s. Non-

investment grade securities (i.e., rated Ba1 or lower by Moody’s or BB+ or lower by Standard & 

Poor’s) are speculative with respect to the issuer’s capacity to pay interest and repay principal in 

accordance with the terms of the obligations and involve significant risk exposure to adverse 

conditions. To the extent that any issuers default upon their obligations, the rate of return on 

investment will be adversely affected. 

Interest Rate Risk. The risk that the value or yield of fixed-income securities may decline if interest 

rates change. In general, when prevailing interest rates decline, the market value of fixed-income 

securities (particularly those paying a fixed rate of interest) tends to increase. Conversely, when 
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prevailing interest rates increase, the market value of fixed-income securities (particularly those 

paying a fixed rate of interest) tends to decline. Depending on the timing of the purchase of a fixed-

income security and the price paid for it, changes in prevailing interest rates may increase or decrease 

the security’s current yield. Interest rate risk is generally lower for shorter-term investments and 

higher for longer-term investments: the longer the maturity of a bond, the greater the bond’s price 

sensitivity to changes in interest rates. 

Deflation Risk. The risk that prices throughout the economy decline over time, which may have an 

adverse effect on the market valuation of companies, their assets and revenues. Deflation may also 

have an adverse effect on the creditworthiness of issuers and may make issuer default more likely, 

which may result in a decline in the value of a portfolio. 

Inflation Risk. The risk that the value of assets or income from investments will be worth less in the 

future as inflation decreases the value of money. As inflation increases, the real value of an account 

and distributions can decline. 

Prepayment Risk and Extension Risk. The risk that the duration of a security backed by mortgages 

will either be shortened (prepayment risk) or lengthened (extension risk).  Prepayment risk and 

extension risk are normally present in debt securities generally, adjustable-rate mortgage loans, 

mortgage-backed securities and other asset-backed securities. For example, homeowners and other 

borrowers have the option to prepay their mortgages. If interest rates fall sufficiently below the 

interest rates on existing outstanding securities, the rate of prepayment generally increases. 

Conversely, if interest rates rise above the interest rates on existing outstanding securities, the rate of 

prepayment generally decreases and borrowers seek to extend the maturity of their debts. In either 

case, a change in the duration of fixed-income securities can result in losses. 

Concentration/Diversification Risk. Subject to applicable investment guidelines, the risk that a 

strategy may be invested in a limited number of issuers, industries, sectors, countries, or regions. If a 

relatively high percentage of assets are invested in the securities of a limited number of issuers then 

certain economic, political or regulatory occurrences may adversely affect the portfolio more than a 

more diversified portfolio.  

Counterparty Risk. The risk that counterparties may encounter financial difficulties, fail, or 

otherwise become unable to meet their obligations. The strategies may invest in securities and 

derivatives that have institutional counterparties, including brokerage firms and banks; client assets 

may also be entrusted for custodial and prime brokerage purposes to such counterparties.  Any such 

development could cause damaging losses, or even complete loss, of investors’ capital. 

Trading Suspensions. The risk that the United States, other governments, and each U.S. and non-

U.S. Securities exchange may suspend or limit trading in Securities. Such a suspension might render 
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it impossible for Kopernik to liquidate certain positions promptly and, accordingly, could cause 

portfolio losses. 

Short Selling. The Global Unconstrained strategy engages in the short-selling of Securities in 

addition to taking long positions. Short-selling is the selling of Securities the seller does not own. 

Short sales may only be maintained if the Securities can be borrowed. If the Security cannot remain 

borrowed, the portfolio could be required to cover the short sale at a loss or at an inopportune time. If 

Securities are sold short, the obligation to deliver such Securities can be fulfilled with borrowed 

securities. A portfolio would only profit from such a practice if it could fulfill its obligation to the 

lender of the Securities by repaying the lender with Securities which it has purchased at a price lower 

than the price received for the short sale. If the price of a Security that has been sold short increases, 

there is no limit to the loss that could be incurred in covering a short sale. 

Leverage; Interest Rates. The Global Unconstrained strategy may use leverage, including 

borrowing to buy Securities on margin or make other investments. While such strategies and 

techniques increase the opportunity to achieve higher returns on the amounts invested, they also 

increase the risk of loss. A portfolio may also be leveraged by entering into reverse repurchase 

agreements whereby it effectively borrows funds on a secured basis by “selling” its interests in 

investments to a financial institution for cash and agreeing to “repurchase” such investments at a 

specified future date for the sales price paid plus interest at a negotiated rate. The Global 

Unconstrained strategy may also enter into arrangements to secure leverage whereby substantially all 

of its capital may be used for margin or collateral deposits. If the value of the portfolio’s investments 

fall below the margin or collateral level required by a lender, additional margin or collateral deposits 

would be required. If the portfolio were unable to satisfy any margin or collateral call by a lender, 

such lender could liquidate the portfolio’s position in some or all the investments that may be in the 

account at such lender and cause the portfolio to incur significant losses. The failure to satisfy a 

margin or collateral call, or the occurrence of other material defaults under financing agreements may 

trigger cross-defaults with other brokers, lenders, clearing firms or other counterparties, multiplying 

the adverse impact to a portfolio. In addition, because the use of leverage will cause a portfolio to 

enjoy the benefits of positions worth significantly more than its aggregate capital, the amount that the 

portfolio may lose in the event of adverse price movements will be high in relation to the amount of 

its capital. 

In the event of a sudden decrease in the value of a Global Unconstrained portfolio’s assets, that 

portfolio might not be able to liquidate assets quickly enough to satisfy its margin or collateral 

requirements. In that event, the portfolio may become subject to claims of financial intermediaries 

that extend credit. Such claims may exceed the value of the assets of the portfolio. The banks and 

broker-dealers that provide financing to the portfolio can apply discretionary margin, haircut, 

financing and collateral valuation policies. Changes by banks and dealers in any of the foregoing 

may result in large margin or collateral calls, loss of financing and forced liquidations of positions at 
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disadvantageous prices. There can be no assurance that any Global Unconstrained portfolio will be 

able to secure or maintain adequate financing. 

Margin interest rates tend to fluctuate with interest rates generally, and the Global Unconstrained 

strategy is at risk that interest rates generally, and margin interest rates in particular, will increase, 

thereby increasing a portfolio’s expenses. A Global Unconstrained portfolio will bear the foregoing 

risks by employing leverage. 

Hedging. If Kopernik decides to hedge currency, credit or other risks, the risk that the hedging 

strategy is not successful.  Successful hedging will depend, in part, upon Kopernik’s ability to 

correctly assess the relationship between the performance of the instruments used in the hedging 

strategy and the performance of the investments being hedged. Since the characteristics of many 

investments change as markets change or time passes, the success of the hedging strategy will also be 

subject to Kopernik’s ability to continually recalculate, readjust and execute hedges in an efficient 

and timely manner. While portfolios may enter into hedging transactions to seek to reduce risk, such 

transactions may result in a poorer overall performance for the portfolios than if they had not 

engaged in such hedging transactions. For a variety of reasons, Kopernik may not seek to establish a 

perfect correlation between the hedging instruments utilized and the portfolio holdings being hedged. 

Such an imperfect correlation may prevent portfolios from achieving the intended hedge or expose 

portfolios to risk of loss. Kopernik may not hedge against a particular risk because it does not regard 

the probability of the risk occurring to be sufficiently high as to justify the cost of the hedge, or 

because it does not foresee the occurrence of the risk. The successful utilization of hedging and risk 

management transactions requires skills complementary to those needed in the selection of portfolio 

holdings. 

Hedging Transactions. Risks include the possible default by the other party to the transaction, 

illiquidity and, to the extent Kopernik’s assessments of certain market movements is incorrect, the 

risk that the use of hedging could result in losses greater than if hedging had not been used. Kopernik 

may utilize a variety of financial instruments such as derivatives, options, interest rate swaps, caps, 

floors, and forward contracts, both for investment purposes and for risk management purposes. If 

there is a failure or default by the counterparty to a hedging transaction, a portfolio will have 

contractual remedies pursuant to the agreements related to the transaction (which may or may not be 

meaningful depending on the financial position of the defaulting counterparty). 

Illiquidity of Investments. The risk that investments will be long-term in nature and may require 

years before they are suitable for sale. Realization of value from such investments may be difficult in 

the short-term, or may have to be made at a substantial discount compared to other freely tradable 

investments. Portfolios may be limited in their ability to liquidate or redeem investments to meet 

redemption requests or to pay expenses or fees. Illiquid Securities involve the risk that Kopernik will 

not be able to sell the investment in a timely way or at a fair price.  Strategies may invest in illiquid 
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Securities, including, but not limited to certain Rule 144A Securities or other private placements. 

These Securities may lack liquidity or a readily assessable market value. Strategies may also hold 

Securities that become illiquid after purchase due to market or other conditions. Investments in 

illiquid Securities may restrict a strategy’s ability to dispose of investments in a timely fashion and 

for a fair price and may impede Kopernik’s ability to take advantage of market opportunities.  

Distress Investing. From time to time political, economic and/or financial crises may occur in 

various countries and financial markets. In connection with such events, illiquidity and volatility in 

financial markets may significantly increase and prices of Securities may decline to values Kopernik 

deems significantly below their intrinsic value. Kopernik may seek to capitalize directly or indirectly 

on opportunities created by these distressed conditions. There is no assurance that Securities 

purchased in connection with such crises will recover.  

Arbitrage and Speculative Securities Transactions. The strategies may employ risk arbitrage. 

When Kopernik determines that it is probable that a transaction (e.g., a merger) will be 

consummated, it may purchase securities at prices often only slightly below the anticipated value to 

be paid or exchanged for such securities in the merger, exchange offer or cash tender offer (and 

substantially above the price at which such securities traded immediately prior to the announcement 

of the merger, exchange offer or cash tender offer). If the proposed merger, exchange offer or cash 

tender offer appears likely not to be consummated or in fact is not consummated or is delayed, the 

market price of the security to be tendered or exchanged will usually decline sharply, resulting in a 

loss. In addition, where a security to be issued in a merger or exchange offer has been sold short in 

the expectation that the short position will be covered by delivery of such security when issued, 

failure of the merger or exchange offer to be consummated may force the portfolios to cover their 

short positions in the market at a higher price than its short sale, with a resulting loss. 

Specific Risks of Certain Investments 

In addition to the general investment risks listed above, the strategies may make investments or use 

investment techniques that may create certain risks; some, but not all, of these risks are summarized 

below. 

Small Capitalization and Mid-Capitalization Companies. Each strategy may, to the extent 

consistent with its investment policies, invest in small and mid-capitalization companies. Investments 

in small and mid-capitalization companies involve greater risk and portfolio price volatility than 

investments in larger capitalization stocks. Among the reasons for greater price volatility of these 

investments are the less certain growth prospects of smaller firms and the lower degree of liquidity in 

the markets for such securities. Small and mid-capitalization companies may be thinly traded and 

may have to be sold at a discount from current market prices or in small lots over an extended period 

of time. In addition, these securities are subject to the risk that during certain periods the liquidity of 
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particular issuers or industries, or all securities in particular investment categories, will shrink or 

disappear suddenly and without warning as a result of adverse economic or market conditions, or 

adverse investor perceptions, whether or not accurate. In connection with the lack of market liquidity, 

a strategy may incur losses if it is required to effect sales at a disadvantageous time and only then at a 

substantial drop in price. Small and mid-capitalization companies include “unseasoned” issues that 

do not have an established financial history; often have limited product lines, markets or financial 

resources; may depend on or use a few key personnel for management; and may be susceptible to 

losses and risks of bankruptcy. Small and mid-capitalization companies may be operating at a loss or 

have significant variations in operating results; may be engaged in a rapidly changing business with 

products subject to a substantial risk of obsolescence; may require substantial additional capital to 

support their operations, to finance expansion or to maintain their competitive position; and may 

have substantial borrowings or may otherwise have a weak financial condition. In addition, these 

companies may face intense competition, including competition from companies with greater 

financial resources, more extensive development, manufacturing, marketing, and other capabilities, 

and a larger number of qualified and managerial personnel. Transaction costs for these investments 

are often higher than those of large capitalization companies. Investments in small and mid-

capitalization companies may be more difficult to price precisely than other types of securities 

because of their characteristics and lower trading volumes. 

Depositary Receipts Risk. Depositary receipts are certificates evidencing ownership of shares of a 

foreign issuer that are issued by depositary banks and generally trade on an established market.  

Depositary receipts are subject to many of the risks associated with investing directly in foreign 

securities, including, among other things, political, social and economic developments abroad, 

currency movements, and different legal, regulatory and tax environments. 

Preferred Securities. Preferred securities are subordinated to bonds and other debt instruments in a 

company’s capital structure and therefore will be subject to greater credit risk than those debt 

instruments. Preferred securities generally will decline in price or fail to make dividend payments 

when due because the issuer of the security experiences a decline in its financial status. Certain 

preferred securities carry provisions that allow an issuer under certain circumstances to skip 

distributions (in the case of “non-cumulative” preferred securities) or defer distributions (in the case 

of “cumulative” preferred securities). In certain circumstances, an issuer may redeem its preferred 

securities prior to a specified date in the event of certain tax or legal changes or at the issuer’s call, 

and the investor may not be able to reinvest the proceeds at comparable rates of return. Preferred 

securities typically do not provide any voting rights, except in cases where dividends are in arrears 

for a specified number of periods.  

Convertible Securities. Convertible securities generally offer lower interest or dividend yields than 

non-convertible fixed-income securities of similar credit quality because of the potential for capital 

appreciation. The market values of convertible securities tend to decline as interest rates increase 
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and, conversely, to increase as interest rates decline. In the event of a liquidation of the issuing 

company, holders of convertible securities would be paid before that company’s common 

stockholders. As a result, an issuer’s convertible securities generally entail less risk than its common 

stock. However, convertible securities rank below debt obligations of the same issuer in order of 

preference or priority in the event of a liquidation or reorganization and are typically unrated or rated 

lower than such debt obligations. Different types or subsets of convertible securities may carry 

further risk of loss. 

Options. The strategies may engage from time to time in various types of options transactions. An 

option gives the purchaser the right, but not the obligation, upon exercise of the option, either (1) to 

buy or sell a specific amount of the underlying security at a specific price (the “strike” price or 

“exercise” price), or (2) in the case of a stock index option, to receive a specified cash settlement. To 

purchase an option, the purchaser must pay a “premium,” which consists of a single, nonrefundable 

payment. Unless the price of the securities interest underlying the option changes and it becomes 

profitable to exercise or offset the option before it expires, the purchaser may lose the entire amount 

of the premium. The purchaser of an option runs the risk of losing the entire investment. Thus, a 

portfolio could incur significant losses in a relatively short period of time. The ability to trade in or 

exercise options also may be restricted in the event that trading in the underlying securities interest 

becomes restricted. Options trading may also be illiquid in the event that the portfolio’s assets are 

invested in contracts with extended expirations. The strategies may purchase and write put and call 

options on specific securities, on stock indexes or on other financial instruments and, to close out its 

positions in options, may make a closing purchase transaction or closing sale transaction. 

Writing (selling) covered call options on some or all of an account’s holdings creates additional risks. 

By writing covered call options on the securities, an account will give up the opportunity to benefit 

from potential increases in the value of the securities above the exercise prices of the options, but 

will continue to bear the risk of declines in the value of the securities. The premiums received from 

the options may not be sufficient to offset any losses sustained from the volatility of the securities 

over time. A strategy may purchase put options or index put options to protect against a significant 

market decline over a short period of time.  

Mortgage-Backed and Asset-Backed Securities. The strategies may invest in mortgage-backed and 

asset-backed securities, which represent direct or indirect participation in, or are collateralized by and 

payable from, mortgage loans secured by real property or instruments derived from such loans. 

Mortgage-backed securities include various types of mortgage-related securities such as government 

stripped mortgage-related securities, adjustable-rate mortgage-related securities and collateralized 

mortgage obligations. The strategies may also invest in asset-backed securities, which represent 

participation in, or are secured by and payable from, assets such as motor vehicle installment sales 

contracts, installment loan contracts, leases of various types of real and personal property, 

receivables from revolving credit (i.e., credit card) agreements and other categories of receivables. 
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Such assets are securitized through the use of trusts and special purpose corporations. Payments or 

distributions of principal and interest may be guaranteed up to certain amounts and for certain time 

periods by letters of credit or pool insurance policies issued by a financial institution unaffiliated with 

the trust or corporation. Other credit enhancements may also exist. Mortgage-related securities 

represent pools of mortgage loans assembled for sale to investors by various governmental agencies, 

such as the Government National Mortgage Association, by government related organizations, such 

as the Federal National Mortgage Association, and the Federal Home Loan Mortgage Corporation, as 

well as by private issuers, such as commercial banks, savings and loan institutions, mortgage 

bankers, and private mortgage insurance companies. The average maturity of pass-through pools of 

mortgage-related securities in which the strategies may invest varies with the maturities of the 

underlying mortgage instrument. A pool’s stated maturity may be shortened by unscheduled 

payments on the underlying mortgages. Factors affecting mortgage prepayments include the level of 

interest rates, general economic and social conditions, the location of the mortgaged property and the 

age of the mortgage. For example, in periods of falling interest rates, the rate of prepayment tends to 

increase, thereby shortening the actual average life of the mortgage-related security. Conversely, 

when interest rates are rising, the rate of prepayment tends to decrease, thereby lengthening the actual 

average life of the mortgage-related security. Accordingly, it is not possible to accurately predict the 

average life of a particular pool. Reinvestment of prepayments may occur at higher or lower rates 

than originally expected. Therefore, the actual maturity and realized yield on pass-through or 

modified pass-through mortgage-related securities will vary based upon the prepayment experience 

of the underlying pool of mortgages. The value of mortgage-related and asset-backed securities can 

fall if the owners of the underlying mortgages or assets pay off their loans faster than expected. 

Initial Public Offerings. The strategies may invest in initial public offerings (each, an “IPO”). An 

IPO is a company’s first offering of stock to the public. The market value of IPO shares may 

fluctuate significantly due to factors such as the absence of a prior public market, unseasoned trading, 

the small number of shares available for trading, and limited information about the issuer. The 

purchase of IPO shares may involve high transaction costs. IPO shares are subject to market risk and 

liquidity risk. When a strategy’s asset base is small, a significant portion of its performance could be 

attributable to investments in IPOs, because such investments would have a magnified impact. As the 

strategy’s assets grow, the effect of investments in IPOs on performance will probably decline, which 

could reduce performance. Because of the price volatility of IPO shares, a strategy may choose to 

hold IPO shares for a very short period of time. This may increase the turnover of the portfolio and 

may lead to increased expenses, such as commissions and transaction costs. By selling IPO shares, 

the strategy may realize taxable gains it will subsequently distribute to its investors. In addition, the 

market for IPO shares can be speculative and/or inactive for extended periods of time. There is no 

assurance that a strategy will be able to obtain allocable portions of IPO shares. The limited number 

of shares available for trading in some IPOs may make it more difficult to buy or sell significant 

amounts of IPO shares without an unfavorable impact on prevailing prices. Investors in IPO shares 
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can be affected by substantial dilution in the value of their shares, by sales of additional shares and 

by concentration of control in existing management and principal shareholders. 

High Yield Securities. High yield, or below investment grade securities, may be more susceptible to 

real or perceived economic conditions than investment grade securities. In addition, the secondary 

trading market for below investment grade securities may be less liquid. High yield securities 

generally have more volatile prices and carry more risk to principal than investment grade securities.  

Energy Securities. Energy and natural resources companies are especially affected by developments 

in the commodities markets, the supply of and demand for specific resources, products and services, 

the price of oil and gas, exploration and production spending, government regulation, economic 

conditions, international political developments, energy conservation efforts and the success of 

exploration projects. If a strategy, such as the Global Real Asset strategy, focuses on investments in 

these companies, those investments may present more risks than if the portfolio was broadly 

diversified over numerous industries and sectors of the economy. 

Precious Metals and Mining Securities.  Securities of foreign and U.S. companies principally 

engaged in the exploration, mining, development, fabrication, processing, marketing, or distribution 

of (or other activities related to) metals or minerals are subject to the risk of sharp price volatility of 

metals or minerals. This risk applies whether the particular metals or minerals are precious and rare 

(such as gold and diamonds) or base and common (such as nickel and zinc). Investments related to 

metals or minerals may fluctuate in price significantly over short periods because of a variety 

of global economic, financial, and political factors. These factors include: economic cycles; changes 

in inflation or expectations about inflation in various countries; interest rates; currency fluctuations; 

metal sales by governments, central banks, or international agencies; investment speculation; 

resource availability; commodity prices; fluctuations in industrial and commercial supply and 

demand; government regulation of the metals and materials industries; and government prohibitions 

or restrictions on the private ownership of certain precious and rare metals and minerals. 

Agricultural Securities.  Investing in the agricultural sector creates a variety of risks relating to, 

among other things, weather patterns and natural disasters; demand for farm land; the quality of 

management by tenant farmers, impact of the quality, durability and capacity of applicable 

infrastructure; requirements of license or accreditation to market and sell agricultural products; laws 

relevant to the issuance and maintenance of land titles; zoning and other laws and regulations 

involving the operation of agricultural assets and businesses; environmental regulations; actual or 

potential taxes on emitters of carbon dioxide; agricultural and other labor availability and cost. 

Real Estate Investment Trusts. The strategies may invest in Real Estate Investment Trusts 

(“REITs”). Investment in REITs carries with it many of the risks associated with direct ownership of 

real estate, including declines in property values, extended vacancies, increases in property taxes, and 
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changes in interest rates. REITs are also dependent upon management skills, may not be diversified, 

may experience substantial cost in the event of borrower or lessee defaults, and are subject to heavy 

cash flow dependency. Equity REITs will be affected by changes in the values of and incomes from 

the properties they own; mortgage REITs may be affected by the credit quality of the mortgage loans 

they hold. REITs may have limited diversification and are subject to the risks associated with 

obtaining financing for real property. 

Unrated Securities. The strategies may invest in fixed-income securities that do not have a grade or 

rating by a rating agency. In connection with such securities, Kopernik will seek to determine 

whether the default probability and financial strength characteristics of the securities are comparable 

to those of issuers of securities rated investment grade quality. Kopernik will consider information 

from industry sources, as well as its own quantitative and qualitative analysis, in making such a 

determination. However, there is no assurance that such a determination will be correct or that an 

unrated security will not default.  

Investment Companies. The strategies may invest in the securities of other investment companies, 

which can include open-end funds (including but not limited to ETFs), closed-end funds and unit 

investment trusts, subject to limits that may apply to those types of investments. Investing in another 

investment company may involve the payment of substantial premiums above the value of such 

investment company’s portfolio securities. As a shareholder of an investment company, the 

portfolios would be subject to its ratable share of that investment company’s expenses, including its 

advisory and administration expenses. 

Forward Contracts. Subject to certain limitations, the strategies may invest in forward contracts and 

options thereon. Such contracts and options, unlike futures contracts, are not traded on exchanges and 

are not standardized; rather banks and dealers act as principals in these markets, negotiating each 

transaction on an individual basis. Forward and “cash” trading is substantially unregulated; there is 

no limitation on daily price movements and speculative position limits are not applicable. The 

principals who deal in the forward markets are not required to continue to make markets in the 

currencies or commodities they trade, and these markets can experience periods of illiquidity, 

sometimes of significant duration. There have been periods during which certain participants in these 

markets have refused to quote prices for certain currencies or commodities or have quoted prices 

with an unusually wide spread between the price at which they were prepared to buy and that at 

which they were prepared to sell. 

Swap Agreements. The strategies may use swap agreements. The use of swaps involves investment 

techniques and risks different from those associated with ordinary securities transactions. Interest rate 

swaps, for example, do not typically involve the delivery of securities, other underlying assets or 

principal. Accordingly, the market risk of loss with respect to an interest rate swap is often limited to 

the amount of interest payments that the portfolio is contractually obligated to make on a net basis. If 
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the other party to an interest rate swap defaults, the account’s risk of credit loss may be the amount of 

interest payments that it is contractually entitled to receive on a net basis. However, where swap 

agreements require one party’s payments to be “up-front” and timed differently than the other party’s 

payments (such as is often the case with currency swaps), the entire principal value of the swap may 

be subject to the risk that the other party to the swap will default on its contractual delivery 

obligations. If there is a default by the counterparty, the portfolio may have contractual remedies 

pursuant to the agreements related to the transaction. The swap market has grown substantially in 

recent years, with a large number of banks and investment banking firms acting both as principals 

and as agents utilizing standardized swap documentation. Investment performance, however, may be 

adversely affected by the use of swaps if Kopernik’s forecasts of market values, interest rates or 

currency exchange rates are inaccurate. The purchase of swaps generally involves little or no margin 

deposit and, therefore, provides substantial leverage. Accordingly, relatively small price movements 

in these financial instruments may result in immediate and substantial losses to the strategies. 

Derivative Instruments. The strategies may use derivative instruments (including futures contracts, 

options on futures contracts and over the counter instruments) to trade or to hedge. Derivatives can 

be highly leveraged and quite volatile. When used for hedging purposes, an imperfect or variable 

degree of correlation between price movements of the derivative instrument and the underlying 

investment sought to be hedged (such as a currency) may prevent the user from achieving the 

intended hedge effect or expose it to the risk of loss. In addition, derivative instruments may not be 

liquid in all circumstances, so that in volatile markets a holder may not be able to close out a position 

without incurring a loss. For example, daily limits on price fluctuations and speculative position 

limits imposed by futures exchanges on which a portfolio may trade may prevent prompt liquidation 

of positions, subjecting it to the potential of greater losses. In some cases such derivatives may be 

traded in markets that have limited liquidity, making it difficult or impossible for the execution of 

trades at a desired price and may expose a strategy to the risk of counterparty non-performance or 

failure. To the extent that a strategy engages in transactions in futures contracts and options on 

futures contracts, the profitability of such transactions will depend to some degree on the ability of 

Kopernik to analyze correctly the futures markets, which are influenced by, among other things, 

changing supply and demand relationships, governmental policies, commercial and trade programs, 

world political and economic events and changes in interest rates.  

Moreover, investments in derivative instruments involve additional risks including, without 

limitation, leverage (margin is usually only 2-15% of the face value of the contract and exposure can 

be nearly unlimited). The CFTC and futures exchanges have established limits referred to as 

“speculative position limits” on the maximum net long or net short position that any person may hold 

or control in certain derivate instruments. Some of the instruments in which a strategy’s assets may 

be invested may be traded in markets in which performance will be the responsibility only of the 

individual counterparty and not of an exchange or clearinghouse. In these cases, the assets will be 



 

31 
 

subject to the risk of the inability of, or refusal by, the counterparty to perform with respect to such 

contracts. There is the possibility that institutions, including brokerage firms and banks with whom a 

portfolio does business, will encounter financial difficulties that may impair the operational 

capabilities or the capital position of the portfolio. 

Derivatives and Over-the-Counter Trading. Although some derivative instruments are listed and 

traded on an exchange, the derivatives that may be purchased or sold by the strategies are expected to 

regularly consist of instruments not traded on an exchange. This decreased liquidity creates a risk of 

nonperformance by the obligor, and limits Kopernik’s ability to dispose of or enter into closing 

transactions with respect to the derivative instruments. In addition, disparities may exist between bid 

and asked prices for derivative instruments that are not traded on an exchange. Derivative 

instruments not traded on exchanges are also not subject to the same type of government regulation 

as exchange traded instruments, and many of the protections afforded to participants in a regulated 

environment may not be available in connection with such transactions. 

Restricted Securities. The strategies may invest in restricted Securities. A restricted Security is one 

that has a contractual restriction on resale or cannot be resold publicly until it is registered under the 

Securities Act of 1933, as amended. Restricted Securities can be considered illiquid. For example, 

they may be considered illiquid if they are not eligible for sale to qualified institutional buyers in 

reliance upon Rule 144A under the Securities Act. Purchases of Securities of foreign issuers offered 

and sold outside the U.S. may be considered liquid even though they are subject to restrictions on 

transfer. 
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ITEM 9 – DISCIPLINARY INFORMATION 

 

There are no legal or disciplinary events that are material to a client’s or prospective client’s 

evaluation of Kopernik’s advisory business or the integrity of Kopernik’s management.   
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ITEM 10 – OTHER FINANCIAL INDUSTRY ACTIVITIES AND AFFILIATIONS  

 

A. Broker-Dealer Registration Status  

 

Kopernik and its control persons are not registered as broker-dealers and do not have any application 

pending to register with the SEC as a broker-dealer.  Kopernik, at its expense or (if agreed with the 

Fund) at Fund expense, pays or may pay Foreside Fund Services, LLC (“Foreside”), an unaffiliated 

SEC-registered broker-dealer, a fee for distribution related services for certain privately placed funds 

and mutual funds managed by the Kopernik, pursuant to which certain employees of the Kopernik 

may serve as registered representatives of Foreside to facilitate the marketing of such funds. 

 

B. Futures Commission Merchant, Commodity Pool Operator 

     or Commodity Trading Adviser Registration Status 
 

Kopernik and its Management Persons are not registered as, and do not have any application to 

register as, futures commission merchants, commodity pool operators, commodity trading advisors or 

associated persons of the foregoing entities. Kopernik is currently exempt from registration as a 

commodity pool operator and commodity trading advisor. 

 

C. Material Relationships and Arrangements 

 
Kopernik has arrangements that are material to its advisory business or its clients with related 

persons who are registered or private investment companies and general partners of private funds.  

 

Kopernik acts as investment adviser to the Kopernik Global All-Cap Fund, a series of the Advisers 

Inner Circle Fund II, a registered investment company. 

 

Kopernik is affiliated with the following sponsor or general partner of private funds:   Kopernik 

Global All-Cap GP, LLC, Kopernik Global Unconstrained GP, LLC, and Kopernik Global Real 

Asset GP, LLC. 

 

Kopernik advises a number of private funds that are affiliates of the Firm, including:  Kopernik 

Global All-Cap Fund, LP, Kopernik Global All-Cap Offshore Fund, Ltd., Kopernik Global All-Cap 

Master Fund, LP, Kopernik Global Unconstrained Fund, LP, Kopernik Global Unconstrained 

Offshore Fund, Ltd., Kopernik Global Unconstrained Master Fund, LP, and Kopernik Global Real 

Asset Fund, LP. 

 

Kopernik and its personnel may have a financial incentive to recommend Kopernik Global All-Cap 

Fund and Kopernik Private Funds to clients and prospective clients irrespective of client suitability.  
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However, Kopernik does not recommend or otherwise use its investment discretion to cause clients 

or prospective clients to invest in Kopernik Global All-Cap Fund or Kopernik Private Funds, and the 

same investment strategies offered by those Funds are also offered in other Kopernik products and 

services.  Potential investors in those Funds must also complete subscription booklets and 

agreements which are intended to determine whether an investment in the Funds is appropriate for 

such investors.   

 

D. Material Conflicts of Interest Relating to Other Investment Advisers  

 

Kopernik does not recommend or select other investment advisers for its clients.   

 

  



 

35 
 

 

 

ITEM 11 – CODE OF ETHICS, PARTICIPATION OR INTEREST IN 

      CLIENT TRANSACTIONS, AND PERSONAL TRADING 
 

A. Code of Ethics and Personal Securities Trading 

 
Kopernik has adopted a Code of Ethics (the “Code”) in recognition of its fiduciary obligations to 

clients and in accordance with Rule 204A-1 of the Investment Advisers Act of 1940, as amended (the 

“Advisers Act”) and Rule 17j-1 of the 1940 Act.  Kopernik is committed to the highest business and 

ethical standards; the Code includes policies, procedures, and guidance in understanding and 

fulfilling responsibilities to the Firm and clients.  All full and part-time employees required by Rule 

204A-1 or Rule 17j-1 and certain contractors of Kopernik are deemed to be “access persons” subject 

to the Code. 

 

The Code is designed to promote the following general principles: 

 

Kopernik has fiduciary obligations to clients; Kopernik and its access persons have a duty at all 

times to place the interests of its clients first and to avoid actual or potential conflicts of interest; 

ccess persons must comply with all applicable laws, rules, regulations, and policies; 

ccess persons (and certain household members) must make periodic reports of their personal 

securities transactions and holdings; 

Access persons (and certain household members) must conduct their personal securities 

transactions in a manner that avoids an actual or potential conflict of interest or any abuse of trust 

and responsibility; 

Access persons may not use knowledge about current or pending client or portfolio transactions for 

the purpose of personal profit; 

Information concerning clients (including former clients) must be kept confidential, including the 

client’s identity, holdings, and other non-public information, except where permitted by the client; 

Access persons may not give or receive gifts or participate in entertainment beyond the parameters 

set forth in the Code to avoid the appearance of favoritism or impropriety;  

ccess persons may not engage in outside business activities that create potential conflicts of 

interest or interfere with their work responsibilities; and 

Access persons may not make political contributions that are prohibited by Rule 206(4)-5 of the 

Advisers Act.  
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All access persons must acknowledge the terms of the Code at least annually or when the Code is 

amended. 

 

Clients and prospective clients may request a copy of the Code (which contains more detail on 

Kopernik’s specific policies and procedures) by contacting Kopernik at the address or telephone 

number listed on the first page of this document.  

 

Personal Trading Conflicts of Interest 

 
Kopernik faces potential conflicts of interest with respect to personal securities trading.  The Code 

seeks to ensure that personal securities transactions, activities and interests of access persons will not 

interfere with (i) making decisions in the best interest of clients and (ii) implementing such decisions 

while, at the same time, allowing access persons to invest for their own accounts where appropriate. 

While most access persons and their household members generally may invest in securities that may 

also be purchased or held by client accounts, they must generally pre-clear all transactions involving 

a security covered under the Code. Clearance will not be granted if the personal transaction is in 

close proximity to client trading activity.  In addition, access persons must generally send duplicates 

of all trade confirmations, account statements and other brokerage account reports to Kopernik for 

review. Access persons who are securities analysts or who otherwise recommend securities for client 

accounts are subject to more stringent restrictions on personal trading, including a prohibition on 

purchasing most securities, to avoid potential conflicts of interest.  Under the Code, certain classes of 

securities (e.g., mutual funds and money market funds) have been designated as exempt transactions, 

based upon a determination that these transactions would not materially interfere with clients’ best 

interests.  Because the Code in some circumstances permits access persons to invest in or hold the 

same securities as clients, there is still a possibility that access persons might benefit from market 

activity by a client in a security held by an access person. 

 
Kopernik’s access persons may take action for their own accounts that may differ from, conflict with 

or be adverse to advice given or action taken for clients. Potential conflicts also may arise due to the 

fact that Kopernik and its personnel may have investments in some Funds but not in others or may 

have different levels of investments in the various Funds.  

 

Employee Investments 

 

Kopernik encourages its employees to invest in the portfolios offered to clients, including portfolios 

that are offered through collective investment vehicles. In some cases, employees may invest at a 

discounted advisory fee or no fee. These investments pose a risk that employees with influence over 

investment decisions will favor the portfolios in which they have a personal interest. Although 

Kopernik employees may own or have a significant position or percentage interest in Kopernik-

managed funds or accounts, the Code’s restrictions and prohibitions on securities transactions, such 
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as pre-clearance, do not apply to those funds or accounts.  However, such accounts are subject to the 

Firm’s investment allocation policy (discussed further below), which seeks to ensure, among other 

things, that such funds or accounts are not unduly favored by Kopernik.  

 

Allocation of Investment Opportunities  
 

Kopernik manages investments on behalf of a number of clients. Kopernik’s investment strategies 

are likely to overlap and there may be not enough of a particular Security for all clients to invest in 

that Security.  It is the policy of Kopernik to allocate investment opportunities among all clients 

fairly, to the extent practical and in accordance with each client’s applicable investment strategies, 

over time. Kopernik will have no obligation to purchase or sell a Security for, enter into a transaction 

on behalf of, or provide an investment opportunity to any client solely because Kopernik purchases 

or sells the same Security for, enters into a transaction on behalf of, or provides an opportunity to any 

other client if, in its reasonable opinion, such Security, transaction or investment opportunity does 

not appear to be suitable, practical or desirable for the client. 

 

Each investment allocation decision is based on a number of factors.  Kopernik takes into 

account, among other considerations, (a) whether the risk-return profile of the proposed 

investment is consistent with the objectives of the client, considered (i) solely in light of the 

specific Security under consideration or (ii) in the context of each client’s overall holdings; 

(b) the potential for the proposed Security to create an imbalance in a client’s portfolio; (c) 

liquidity needs of the clients; (d) potential tax consequences; (e) legal or regulatory 

restrictions; (f) client guidelines and investment objectives; (g) the need to re -size risk in a 

client’s portfolio; and (h) the client’s cash position, particularly when the client has a  

substantial amount of investable cash (e.g., during a "ramp-up" period). Such considerations 

may result in allocations among clients on other than a strict pro rata basis. In addition, 

Kopernik may allocate to client  accounts that specialize in investments in a limited set of 

sectors, regions, industries or markets greater than their pro rata share of any investments in 

such sectors, regions, industries or markets.   

  

B. Securities in which Kopernik or a Related Person Has a Material Financial Interest.  

Principal Trading Policy 

 
From time to time Kopernik employees may invest in mutual funds or private funds or accounts 

managed by Kopernik.  Those investments may represent all or a majority of the fund’s or account’s 

assets, causing the fund or account to be deemed a “principal” or proprietary account. 
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Kopernik does not intend to engage in principal trades between the Firm, or its principal accounts, on 

the one hand, and unaffiliated clients.  If the Firm’s personnel deem it beneficial to engage in a principal 

transaction with a client, they will do so only in accordance with the specific notice and consent 

requirements set forth in Section 206(3) of the Advisers Act. 

Agency Cross Transactions  

 

In an agency cross trade, the investment adviser or an affiliate, as broker, crosses the transaction of 

an advisory client with the transaction of a brokerage client, and receives transactional compensation 

(i.e., in connection with a trade, the investment adviser acts as investment adviser to at least one party 

and acts as broker to both parties). Section 206(3) of the Advisers Act prohibits an investment 

adviser or any person controlling, controlled by or under common control with an investment adviser 

(i.e., an affiliate) to effect agency cross transactions without disclosure and client consent. However, 

unlike principal trades, the required disclosure and client consent may be obtained from a client in 

advance of a transaction and it may cover multiple transactions. The Firm does not intend to use an 

affiliate for brokerage or engage in agency cross transactions. The Firm would obtain prospective 

client consent to any agency cross transactions in conjunction with the client’s execution of an 

investment management agreement at the inception of the relationship, following full written 

disclosure concerning potential agency cross transactions.   

Cross Trades 

 
A “cross trade” is a pre-arranged transaction not involving a broker-dealer or brokerage commission 

between two or more client accounts that are managed by the same investment adviser. Kopernik 

would seek to ensure that the cross trade achieves best execution for any clients involved and that no 

client is disfavored by the cross trading.  Kopernik does not intend to act as intermediary in 

connection with cross trades, and currently expect that all trades between client accounts will be 

made by an unaffiliated broker-dealer.    
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ITEM 12 – BROKERAGE PRACTICES  

 

 

A. Best Execution, Research, and Directed Brokerage 

 

Partial and Directed Brokerage 

 

For clients with separately managed accounts, Kopernik anticipates that clients generally will have 

three types of brokerage arrangements: 

 

(1) Fully discretionary brokerage accounts:  the client or fund does not direct Kopernik to place 

transactions with any particular Broker.  Kopernik has full discretion in placing trades;  

(2) Non-discretionary brokerage accounts:  the client directs Kopernik to direct all of their brokerage 

to a particular Broker at a particular pre-established commission rate; or 

(3) Partially discretionary brokerage accounts:  the client directs some of its trades to a particular 

Broker at a pre-established commission rate. 

 

Kopernik permits clients all three types of brokerage arrangements.  The Firm does not recommend, 

request or require that a client direct some or all of its brokerage.   

 

Kopernik seeks to obtain “best execution,” as described below, for all client transactions for which it 

has brokerage discretion.  Kopernik’s ability to seek best execution will be severely limited for non-

discretionary brokerage accounts and somewhat limited for partially discretionary brokerage 

accounts.  Where a client directs some or all brokerage, the arrangement may cost the client more 

money or otherwise have less favorable results than if Kopernik had discretion as to which broker to 

use, because Kopernik may be unable to aggregate orders to reduce brokerage commissions, and 

Kopernik may be unable to achieve the most favorable execution of the client’s transactions. 

 

Mutual funds and other Funds managed by Kopernik typically provide Kopernik will full discretion 

to seek best execution. 

 

Best Execution Generally 

 

Kopernik seeks to obtain best execution on all client trades for which it exercises brokerage 

discretion through the use of select brokers, dealers, or other trading venues (collectively, “Brokers”) 

and by negotiating brokerage commissions and other transaction costs.  Kopernik considers best 

execution as the combination of best net price and execution under the circumstances.  In considering 

best execution, Kopernik may take into account not only the available prices and commission rates, 

but also a variety of other factors, including but not limited to, the liquidity and activity expected in 

the market for a particular security, the size and timing of the transaction and the difficulty of its 
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execution, the nature of the security, a Broker’s operational and execution capacities (including its 

commitment of capital and its trading infrastructure), its financial responsibility and responsiveness, 

its ability to reduce market impact, access to underwritten offerings, secondary markets and over-the-

counter investment opportunities, the availability of bonds or stocks to borrow for short sales, the 

value of research services provided by a Broker which is expected to enhance Kopernik’s portfolio 

management capabilities, and other factors, without having to demonstrate that such factors are of 

direct benefit to any particular client.  For example, a Broker being asked to use its own capital to 

complete a trade would be expected to charge a higher commission rate.  Kopernik does not use any 

affiliated broker-dealer to execute trades on behalf of its clients. 

 
As permitted by the Section 28(e) safe harbor, Kopernik in its discretion may cause a client to pay a 

commission for effecting a transaction  in excess of the amount or rate another Broker would have 

charged for effecting that transaction when Kopernik concludes in good faith that the commission 

paid is reasonable in relation to the quality of execution considering, also, the value of any research 

services or products provided by the Broker, viewed in terms of the particular transaction or 

Kopernik’s overall responsibilities with respect to all accounts over which Kopernik exercises 

discretionary authority.  Such research services or products may be used for clients other than the 

client that generated the “soft dollars” under the safe harbor. 

 

When purchasing or selling fixed income securities or other Securities traded on the over-the-counter 

market, Kopernik may purchase directly from the issuer or from a Broker engaged in making a 

market for such Securities.  There is generally no stated commission in the case of Securities traded 

in the over-the counter markets, but the price generally includes an undisclosed dealer mark-up.  

Securities also may be purchased from underwriters at prices that include underwriting fees. 

 

Kopernik may transmit orders to Electronic Communications Networks (“ECNs”) and Alternative 

Trading Systems (“ATSs”) to execute purchases and sales of securities where such networks and 

systems are believed to provide best execution for Kopernik clients. 

 

Transactions on exchanges, commodities markets and other agency transactions involve the payment 

of negotiated brokerage commissions. Such commissions vary among different Brokers. Transactions 

in foreign securities sometimes involve the payment of fixed brokerage commissions. Brokerage 

commissions in foreign developed and emerging or frontier markets may be materially higher than 

those in the U.S. 

  

Brokerage for Investment Company Sales Prohibited 

 
In accordance with Rule 12b-1(h) of the 1940 Act, Kopernik may not consider in its best execution 

analysis the fact that a Broker has sold securities of an SEC-registered investment company managed 

by the Firm.  Kopernik may not compensate a Broker for any promotion or sale of shares of an SEC-
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registered investment company managed by the Firm by directing client transactions to the Broker or 

paying higher remuneration to that broker or dealer, including but not limited to any higher 

commission, mark-up, mark-down, or other fee (or portion thereof).  In particular, commissions may 

not be allocated to a Broker in return for sale of the registered investment companies managed by 

Kopernik, or sale of Kopernik Private Funds, for “shelf space” for the funds, for exposure of Funds 

to the Broker’s sales force or clients, or for any other arrangement that is designed to support or 

promote the Broker’s sales of Funds’ shares. 

 

Investment Research and Use of Soft Dollars 

 

Consistent with its policy of seeking best execution, Kopernik may consider the research and 

brokerage services provided by various Brokers, including the reputation and quality of their 

analyses, investment ideas, and market and financial data and other information. These research and 

statistical services may consist of research reports or oral advice from the Brokers regarding 

particular companies, industries or general economic conditions.  Included also as part of these 

services may be informational meetings, interviews, and seminars arranged by a Broker between 

Kopernik analysts and brokerage analysts or executives of companies in which Kopernik clients have 

invested or may invest in the future.   

 

“Research services” used by Kopernik means advice, analyses, information and reports about 

securities that provide lawful and appropriate assistance to the investment manager in the 

performance of its investment decision-making responsibilities and that reflect the expression of 

reasoning or knowledge. “Brokerage services” means those services that relate to the execution of a 

trade from the point at which the investment manager communicates with the broker-dealer for the 

purpose of transmitting an order for execution through the point at which funds or securities are 

delivered or credited to the advised account.  

 

Kopernik may receive and pay for research services in a variety of ways.  Brokers, for example, may 

provide proprietary products or services directly.  Kopernik may also arrange for a Broker to allocate 

a portion of commissions (or markups or markdowns) to a fund of commission credits maintained by 

the Broker (“Soft Dollars”) from which the Broker, at Kopernik’s request, pays itself for proprietary 

research and/or other research services from independent Brokers and other providers, including 

market data services (“Commission Sharing Agreements”).  Commission Sharing Agreements may 

help Kopernik select the most appropriate Broker for trade execution regardless of whether or not 

such Broker prepares or develops the research services used by Kopernik.  In addition, Kopernik may 

pay directly for research services provided by firms that are not broker-dealers.   

 

Research services furnished by Brokers through whom Kopernik may effect securities transactions 

for a particular account may be used by Kopernik in servicing its other discretionary accounts.  
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Kopernik does not attempt to allocate Soft Dollars to client accounts in proportion to the Soft Dollar 

credits generated by specific accounts.  As a result, research services may not be used by or for the 

benefit of the client who paid the brokerage commission.    

 

Kopernik may use Soft Dollars to obtain a research or brokerage product or service which has 

“mixed use”, such as an Order Management System.  Where a product or service has a mixed use, 

and only part of the use falls within the scope of Section 28(e), Kopernik will make a reasonable 

allocation of the cost of the product or service according to its use.  Only the percentage of the 

product or service that is within the scope of Section 28(e) will be paid for with Soft Dollars.   

Kopernik will keep all books and records concerning these mixed-use allocations. 

 

Conflicts of Interest 

 

Kopernik faces a number of potential conflicts of interest in its best execution obligations.  Kopernik 

may select and use Brokers that also have other business with Kopernik and its affiliates.  Conflicts 

may also arise where a Broker that is a directed broker also refers clients to Kopernik.  When 

exercising discretion to select Brokers and negotiate brokerage commissions or other transaction 

costs, and in evaluating and reviewing best execution, Kopernik does not take into account a 

Broker’s business, distribution or referral arrangements with Kopernik or its affiliates.   

 

In addition, when Kopernik uses client brokerage commissions (or markups or markdowns) to obtain 

research or brokerage services, it receives a benefit because it does not need to produce or pay for 

those services itself.  Kopernik may have an incentive to select a Broker based on its interest in 

receiving research or brokerage services, rather than on its clients’ interests in receiving the most 

favorable execution, and to trade frequently to generate commissions that can be used to pay for 

those services.  The Firm’s Best Execution Committee, which oversees Kopernik’s trading, seeks to 

mitigate these potential conflicts. 

 
Kopernik accepts responsibility for trade errors that are its responsibility, but not the errors of clients, 

third party Brokers, transition agents, or custodians.  Ultimately it is Kopernik that decides whether 

an incident is an error that requires compensation by Kopernik to the client, which creates a conflict 

of interest. Kopernik has implemented a written trade error policy to manage conflicts concerning 

trade errors, and ensure that errors are corrected in a fair and timely manner. 

 

B. Order Aggregation.  

 

Aggregation, or “bunching” of trade orders, occurs when an investment adviser combines the orders 

of two or more clients into a single order for the purpose of obtaining better prices and lower 

execution costs.  The Firm may, but is not required to, aggregate trades where aggregation is 

practicable and is believed to be in clients’ best interests. 
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Where a client’s directions require Kopernik to use a specific Broker for a trade, aggregation may not 

be possible for that client.  To seek the potential advantages of trade aggregation, Kopernik may in 

some cases “step-out” executed transactions to the custodial or directed brokerage firm’s designated 

trading desk.  In a step-out transaction, Kopernik will, consistent with its objective of achieving best 

execution, direct securities to a specific Broker for execution and instruct the broker to execute the 

transactions and transmit (or “step out”) a portion of the transaction to another broker-dealer. 

Kopernik may request that the executing broker-dealer step out a portion of the transaction for many 

reasons, including but not limited to, provision of research services to Kopernik.  Where Kopernik is 

unable to aggregate a client’s order with other orders, the cost of execution may be higher for all 

clients. 

 
Sometimes Kopernik determines that it does not need to aggregate all orders, that it will not be able 

to complete all orders for the same Security in one order or that it would not be practicable to 

aggregate all orders because of custodian or custodian affiliate requirements, reporting requirements 

in certain foreign jurisdictions, or contractual or legal obligations to certain clients or third parties. 

Kopernik, through an unaffiliated Broker, may place combined orders for all clients simultaneously 

with any Broker and if any order is not filled at the same price, they may be allocated on an average 

price basis. In an “average price” account, purchase and sale orders placed during a trading day on 

behalf of the participating clients are combined, and Securities bought and sold pursuant to such 

orders are allocated among such clients on an average price basis. There may be instances, such as 

when orders are placed with more than one Broker, that make it impossible for Kopernik to average 

the prices paid. In these instances, Kopernik will allocate the filled orders in an equitable manner. 

Similarly, if an order on behalf of more than one account cannot be fully executed under prevailing 

market conditions, Kopernik acting through an unaffiliated Broker may allocate the Securities traded 

among the different accounts on any basis that it considers equitable, including pro rata based on the 

portfolio size of each participating client. In these circumstances, each client account would pay, in 

connection with the acquisition of Securities by more than one account, the average price per unit 

acquired, which may be higher than if it had acted alone, and it may otherwise not be able to execute 

an investment decision as effectively as it could have if it had acted alone. There may be 

corresponding potential disadvantages when more than one client simultaneously seeks to dispose of 

commonly held Securities.   
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ITEM 13 – REVIEW OF ACCOUNTS 

 

A. Frequency and Nature of Review of Client Accounts or Financial Plans  

 
The portfolio management team for a particular investment strategy is responsible for the daily 

management and monitoring of client accounts. As part of that oversight, the portfolio management 

team monitors cash balances in client accounts on a daily basis. Depending upon the frequency of 

trading activity, dispersion among client account holdings is reviewed periodically, but no less than 

weekly.  Client specific investment guidelines are monitored on an ongoing basis by the portfolio 

management team and by Compliance to ensure adherence to client, regulatory and internal 

guidelines. All new trade orders for accounts are instructed by the portfolio management team and 

created in the Order Management System (“OMS”) by the trading team. The trades are cleared 

through the OMS Compliance module before being electronically routed for execution.  If a trade is 

not cleared through the Compliance module, that will also trigger an account review. 

 
B. Factors Prompting Review of Client Accounts Other than a Periodic Review  

 
A review of a client account may be triggered by unusual activity in the account, contributions to or 

distributions from an account, changes in guidelines or account objectives agreed by Kopernik, or 

other special circumstances.  All client accounts will also be reviewed by the Firm’s Investment 

Oversight Committee, to ensure compliance with the appropriate list of guidelines, restrictions, and 

investment parameters.  The Firm’s Investment Oversight Committee will document the date of the 

review, the accounts reviewed and any irregularities or other identified issues.  For separately 

managed accounts, Kopernik may undertake reviews as a result of a client’s request. Such reviews 

may address investment performance, investment objectives, Securities positions and other 

investment opportunities. 

 

C. Content and Frequency of Account Reports to Clients  

 
Registered investment companies and other funds advised or sub-advised by Kopernik will receive 

reports from the Firm at least quarterly, or as may be negotiated.  Clients in Kopernik separately 

managed accounts and investors in the Kopernik Private Funds will receive a quarterly written report 

from Kopernik providing investment performance and information on portfolio holdings, along with 

commentary by Kopernik.  Kopernik may provide certain clients or investors with additional 

information, such as transaction summaries, gain/loss reports or commission reports, if agreed to by 

Kopernik.  Kopernik expects to provide annual audited financial statements to investors in Kopernik 

Private Funds within 120 days of the applicable fund’s fiscal year end.   
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ITEM 14 – CLIENT REFERRALS AND OTHER COMPENSATION 

 

A. Economic Benefits for Providing Services to Clients  

 
Subject to limitations in the Code, employees may receive corporate gifts, meals and entertainment 

from vendors, consultants and others with whom Kopernik does business.  Kopernik does not receive 

other economic benefits from non-clients for providing investment advice or other advisory services.  

 

B. Compensation to Non-Supervised Persons for Client Referrals  

 

Kopernik may enter into written agreements with solicitors to compensate them for client referrals.  

Kopernik may engage registered broker-dealers, solicitors exempt or excepted from registration who 

are not affiliated with Kopernik, and foreign brokers or placement agents that have clients or contacts 

that wish to invest in Kopernik products or strategies.  Kopernik’s solicitation arrangements will 

comply with Rule 206(4)-3 of the Advisers Act.  Generally, the referral fee will be based on a 

percentage of the investment advisory fees earned on assets invested with Kopernik at the start or 

over a few years of the new client’s relationship. Clients do not pay higher fees as a result of any 

solicitation agreements. 

 

Some clients and prospective clients may use investment consultants to evaluate and recommend 

investment advisers.  Kopernik also may pay fees to consultants for advice and services, industry 

information, or conference attendance. A conflict could arise if the consultant recommended 

Kopernik’s services based upon such payments or the amount of services purchased. 

 

Kopernik and its employees may send corporate gifts or pay for meals and entertainment for 

individuals of firms that do business with Kopernik, including firms that refer clients to Kopernik, 

subject to limitations in the Code. 
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ITEM 15 – CUSTODY 

 

Registered Investment Companies 

 

All registered investment company assets are held with bank or broker-dealer custodians. 

 

Private Funds  

Kopernik may be deemed to have “custody” of client funds and Securities invested in the private 

funds managed by the Firm under the Custody Rule.  Kopernik, however, it is not required to comply 

(or is deemed to have complied) with certain requirements of the Custody Rule with respect to each 

private fund because it complies with the provisions of the so-called “Pooled Vehicle Annual Audit 

Exception,” which, among other things, requires that each Fund be subject to audit at least annually 

by an independent public accountant that is registered with, and subject to regular inspection by, the 

Public Company Accounting Oversight Board, and that each Fund distribute its audited financial 

statements to all investors within 120 days of the end of its fiscal year.  

 

Account Statements 

 
Clients in separate accounts will receive account statements from Kopernik (or an independent 

service provider hired by Kopernik) at least quarterly.  Separate account clients with a Qualified 

Custodian will also receive account statements from the qualified custodian and should carefully 

review those statements.  Kopernik statements are not intended to replace the statements from the 

client’s Qualified Custodian. Clients are urged to compare the information contained in Kopernik 

account statement with the information reflected on the statements sent by Qualified Custodians.  

Clients should notify their Kopernik relationship manager promptly if they do not receive an account 

statement from their Qualified Custodian on at least a quarterly basis. 
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ITEM 16 – INVESTMENT DISCRETION 

 

Discretion Generally.  Kopernik acts with full discretion to buy and sell Securities for its clients, 

subject to certain limits that vary by client type.   
 

For registered investment company clients, Kopernik’s authority is subject to investment guidelines 

as well as regulatory constraints. Such investment limitations are set forth in the client’s registration 

statement filed with the SEC.  Kopernik’s discretion may also be limited by certain federal securities 

and tax laws. 

 

For institutional separately managed accounts, Kopernik also accepts discretionary authority on 

behalf of clients.  Kopernik accepts discretionary authority pursuant to an investment management 

(or similar) agreement with each client.  Kopernik’s discretionary authority is limited by investment 

guidelines agreed with each client.  A client may select an investment strategy with existing, standard 

investment guidelines and request reasonable restrictions on the management of its account.  If 

Kopernik agrees to those restrictions, it will manage the account in accordance with the agreed upon, 

revised investment guidelines.  Kopernik will not be able to accommodate proposed investment 

restrictions that are onerous or incompatible with Kopernik’s standard investment strategies and 

investment philosophy, and Kopernik may decline to accept or terminate client accounts with such 

restrictions.  Kopernik generally also has full discretion concerning the timing of investing a client’s 

assets at the start of managing a client account and receipt of additional contributions to an account. 

 

Kopernik also serves as the investment manager for several private funds with broad discretionary 

authority.  Kopernik’s investment decisions and advice with respect to each fund are subject to each 

fund’s investment objectives and guidelines, as set forth in its private placement offering 

memorandum.   Kopernik entered into an investment management agreement, or similar agreement, 

with each fund, pursuant to which Kopernik or an affiliate of Kopernik was granted discretionary 

trading authority, subject to the limitations contained in that agreement and the offering 

memorandum.   

 

Claims on Behalf of Clients.  Kopernik’s acceptance of investment discretion does not normally 

extend to litigation and legal proceedings.  Accordingly, the Firm will not initiate lawsuits on behalf 

of clients. For class actions, clients should arrange for their custodian to prepare and file proofs of 

claim.  Kopernik will provide reasonable assistance in the preparation of any proof of claim for client 

accounts, but shall not provide any legal advice in connection with class actions.  Similarly, 

Kopernik will not be expected or required to take any action with respect to bankruptcy actions 

involving securities presently or formerly held in client accounts. 
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ITEM 17 – VOTING CLIENT SECURITIES  

 
Although some institutional separate account clients may keep their authority to vote client 

securities, most clients delegate proxy voting authority to Kopernik. Where Kopernik accepts that 

authority, Kopernik seeks to vote proxies in respect of securities owned by or on behalf of a client in 

the client’s best interests and without regard to the interests of Kopernik or any other client of 

Kopernik.    

 
Kopernik maintains a Proxy Voting Committee.  Unless the Proxy Voting Committee affirmatively 

determines not to do so, the Committee causes proxies to be voted in accordance with the 

recommendations or guidelines of an independent third party proxy service selected by Kopernik.  

Kopernik has adopted the guidelines of, and will generally vote in accordance with the 

recommendations of Institutional Shareholder Services, Inc. (“ISS”), as such guidelines may be 

updated from time to time.  

 

In some cases, Kopernik may agree generally to vote proxies for a particular client account in 

accordance with the third party recommendations or guidelines selected by the client.  In general, 

unless otherwise restricted, Kopernik reserves the right to override the applicable third party 

recommendations or guidelines in any situation where it believes that following such 

recommendations or guidelines is not in its clients’ best interests.  

 

If a material conflict of interest has been identified and the matter is covered by the applicable 

recommendation or guidelines, the Proxy Voting Committee will cause proxies to be voted in 

accordance with the applicable recommendation or guidelines.  If a material conflict of interest has 

been identified and the matter is not covered by the applicable recommendation or guidelines, 

Kopernik may either vote in accordance with the recommendation of an alternative independent third 

party (who may be a proxy voting service) or disclose the conflict to the client, obtain the client’s 

consent to vote, and make the proxy voting determination itself. 

 

Kopernik may decide not to vote proxies in respect of securities of any issuer if it determines it 

would be in its clients’ overall best interests not to vote. Such determination may apply in respect of 

all client holdings of securities or only certain specified clients, as Kopernik deems appropriate under 

the circumstances. Kopernik may also decline to vote proxies where the voting would in Kopernik’s 

judgment result in some other financial, legal, regulatory disability or burden to Kopernik or the 

client (such as imputing control with respect to the issuer). 

 

If Kopernik receives proxies for securities that are transferred into a client’s portfolio that were not 

recommended or selected by Kopernik and are sold or expected to be sold promptly in an orderly 

manner (“legacy securities”), Kopernik will generally refrain from voting such proxies. Since legacy 
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securities are expected to be sold promptly, voting proxies on such securities would not further 

Kopernik’s interest in maximizing the value of client investments. Kopernik may consider an 

institutional client’s special request to vote a legacy security proxy, and if agreed will vote such 

proxy in accordance with the guidelines herein. 

 

Kopernik does not offer a securities lending service.  However, Kopernik clients may enter into 

securities lending arrangements with custodians or other third-party agent lenders. Kopernik will not 

be able to vote securities that are on loan under these types of arrangements. However, under rare 

circumstances, for voting issues that may have a significant impact on the investment, Kopernik may 

ask clients to recall securities that are on loan if it believes that the benefit of voting outweighs the 

costs and lost revenue to the client or fund and the administrative burden of retrieving the securities. 

 
A copy of Kopernik’s Proxy Voting Policies and Procedures, as amended from time to time, and 

information on how Kopernik voted a client’s securities is available to clients upon written request.  

Clients seeking this information should contact Kopernik Global Investors, LLC, Attn:  Client 

Relations, Two Harbour Place, 302 Knights Run Avenue, Tampa, Florida 33602. 
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ITEM 18 – FINANCIAL INFORMATION 

 
Kopernik is not required to include a balance sheet for its most recent fiscal year.  The Firm is not 

aware of any financial condition reasonably likely to impair its ability to meet contractual 

commitments to clients, and has not been the subject of a bankruptcy petition at any time during the 

past ten years.   

 

 


