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This Brochure provides information about the qualifications and business practices of
Boulay Financial Advisors, LLC. If you have any questions about the contents of this
Brochure, please contact David Bremer at (952) 893-3821 or dbremer@BoulayGroup.com.
The information in this Brochure has not been approved or verified by the United States
Securities and Exchange Commission or by any state securities authority.

Boulay Financial Advisors, LLC is a registered investment advisor. Registration of an
Investment Advisor does not imply any level of skill or training. The oral and written
communications of an Investment Advisor provide you with information about which you
determine to hire or retain an Investment Advisor.

Additional information about Boulay Financial Advisors, LLC also is available on the SEC’s
website at www.adviserinfo.sec.gov.


http://www.boulaygroup.com/

Item 2 - Material Changes

This Brochure dated August 2015 is an update to our last annual update dated February,
2015. Since that time, Boulay Financial Advisors, LLC’s brokerage affiliation has changed to
ValMark Securities, Inc., member FINRA/SIPC. This relationship is outlined in Item 10,
Other Financial Industry Activities and Affiliations.

We will provide you with a new Brochure as necessary based on changes or new
information, at any time, without charge.

Currently, our Brochure may be requested by contacting David Bremer, Chief Compliance
Officer at 952-893-3821 or dbremer@BoulayGroup.com. Our Brochure is also available on
our web site www.BoulayGroup.com.

Additional information about Boulay Financial Advisors, LLC is also available via the SEC’s
web site www.adviserinfo.sec.gov . The SEC’s web site also provides information about any
persons affiliated with Boulay Financial Advisors, LLC who are registered, or are required
to be registered, as Investment Advisor Representative of Boulay Financial Advisors, LLC.

ii


mailto:dbremer@BoulayGroup.com.
http://www.boulaygroup.com./
http://www.adviserinfo.sec.gov/

Item 3 - Table of Contents

[teM 1 — COVET PAGE.uiiiiii s i
[tem 2 — Material Changes ... ii
[tem 3 - TADle Of CONTENLES.....ruuiereereeeeereeseesrerseeses s bbb iii
[tem 4 — AdVISOTY BUSINESS ...cuiuriirrerisiresisenes et st sses st sssss s sss s ssssssssssssnsses 4
Item 5 - Fees and COMPENSAtION ... sessssssssssses 6
Item 6 - Performance-Based Fees and Side-By-Side Management........ccomnenniensenesnsessennenns 9
[te€M 7 — TYPES Of CLIEINES ..ttt ssess s s sesassssssnes 9
Item 8 — Methods of Analysis, Investment Strategies and Risk of LOSS .....ccccoevenenenrencencencenenns 10
Item 9 - Disciplinary Information ... 11
Item 10 - Other Financial Industry Activities and Affiliations.........omnnennenneseen: 11
[teM 11 — COAE Of ELNICS e sssases 12
[tem 12 — BrOKETrage PraCtiCesS ....omerercereereeeeseeseseesssssessesssssssssssssssssssssssssssssssssssssssssssssssssssssssees 13
[tem 13 — REVIEW Of ACCOUNTS ...t es st ssnes 17
Item 14 - Client Referrals and Other COmMpPenSation ... 17
JEEIM 15 — CUSTOMY -eueremercereereeseeseeseeseeeseesesseesesseesssse s s s s s s e nnes 18
[tem 16 — INvVeStment DISCIELION ... s 19
[tem 17 — Voting ClIENT SECUTIHIES ..o saseens 19
[tem 18 — Financial INformation ... sssss s sssssssssssssssanes 19

iii



Item 4 - Advisory Business

Boulay Financial Advisors, LLC (BFA) was established in 2001 by the partners of the
accounting firm Boulay PLLP (Boulay), formerly known as Boulay, Heutmaker, Zibell &
Company P.L.L.P. to provide investment advisory services to clients through BFA’s
Investment Advisor Representatives. Boulay continues to own more than 75% of BFA.

BFA’s advisory business specifically offers services that include an Investment Advisory
Program, a Third Party Managed Program and a Financial Planning Program, each of which
are described in greater detail below.

INVESTMENT ADVISORY PROGRAM

Clients, with assistance of their Investment Advisor Representative, will complete an
Investment Profile and provide information regarding their financial history, goals,
objectives, and financial concerns. Upon receipt and analysis of a client’s information, the
Investment Advisor Representative and client will determine an appropriate Investment
Strategy.

BFA also assists clients in allocating their assets among different investment types to
facilitate reaching their objectives. To implement this approach, the Investment Advisor
Representative may use mutual funds, exchange traded indexes, third party managers,
individual securities and/or other investment vehicles that are deemed appropriate.

BFA has developed and maintains a number of Target Portfolio Allocation models that BFA
has defined as ranging from conservative to aggressive. BFA’s Investment Selection and
Strategy Committees meet regularly to evaluate and recommend changes to the model
portfolios. Portfolios may be implemented among various asset classes which contain
securities consisting of, but not limited to, money market funds, mutual funds, institutional
mutual funds, stocks, bonds, unit investment trusts, exchange traded funds and certificates
of deposit.

BFA provides regular Portfolio Reviews, which include a comparison of actual client
allocations to Target Portfolio Allocations. Changes of Investment Strategy require prior
approval from the client in either written or electronic format which is acknowledged by
the Investment Advisory Representative.

THIRD PARTY MANAGED PROGRAMS

BFA may use the services of third party managers or asset allocators to offer asset
management services to clients. Such programs can assist a client in determining their risk
profile and investment objectives and provide a relevant asset allocation policy and
management of the account. Such programs will generally provide continuous
management of the client’s account and provide reporting on the performance of the



account. Fees for such programs are disclosed in the third party managers’ Form ADV
Part 2A.

Generally, third party management programs will have account minimums that must be
met before a client may obtain the manager’s services. Various managers have different
management philosophies and objectives.

BFA will assist client in evaluating their financial situation in order to help determine the
suitability of a third party manager’s service. BFA will be available to answer questions
that the client may have regarding their account and act as the communication conduit
between the client and the manager.

Investment decisions are made by the third party manager in accordance with the
agreement between client and manager. BFA will not directly conduct any securities
transactions on behalf of the client or participate directly in the selection of the securities
to be purchased or sold for the client.

FINANCIAL PLANNING PROGRAM

BFA offers financial, estate, tax, retirement, college planning and asset allocation services
for a fee. BFA will gather financial information and history from the client which may
include: retirement and financial goals, investment objectives, investment horizon,
financial needs, cash flow details, education goals, savings tendencies, and other applicable
financial information. Based upon a client’s needs and desires, a written financial plan will
be prepared addressing those needs as appropriate.

Financial plans are based on the client’s financial situation at the time as well as financial
information disclosed by the client to BFA. Clients are advised that certain assumptions
may be made with respect to interest and inflation rates and the use of past trends and
performance of the market and economy. However, past performance is in no way an
indication of future performance, and BFA cannot offer any guarantees or promises that a
client’s financial goals and objectives will be met.

Implementation of BFA’s financial planning recommendations is entirely at the client’s
discretion. Further, it is the clients’ responsibility to monitor the plan and request
revisions as desired. Clients are advised that BFA does not offer any advice or guidance on
property, casualty, or liability insurance needs.

ASSETS UNDER MANAGEMENT, AS OF MAY 31, 2015

US Dollar Amount
Discretionary: $388,440,622
Non-Discretionary: $7,569,123
Total: $396,009,745



Item 5 - Fees and Compensation

INVESTMENT ADVISORY PROGRAM

The advisory fees payable upon initial implementation of the account may be paid by the
client upon receipt of the invoice from BFA or collected directly from the account, provided
the client has given BFA written authorization. Advisory fees for all subsequent periods will
be charged to and collected directly from the client’s account, in accordance with the
Investment Advisory Agreement, unless other arrangements have been made. Advisory
fees will be charged to and collected directly from the account early in the quarter and will
be based on the value of the portfolio as of the last working day of the previous quarter.

Clients will be provided with a fee notification, which identifies the amount of the advisory
fee and the value of the account. Additionally, clients will be provided with an account
statement from their custodian reflecting the deduction of the advisory fee. If the account
does not contain sufficient funds to pay advisory fees, BFA has limited authority to sell or
redeem securities in sufficient amounts to pay advisory fees. Clients may reimburse the
account for advisory fees paid to BFA, except for ERISA and IRA accounts.

Fees are negotiable and are not based on a share of capital gains or capital appreciation of
the funds or any portion of the funds. BFA also reserves the right to waive advisory fees on
any account at the sole discretion of the Investment Advisor Representative. BFA reserves
the right to charge a minimum advisory fee for accounts where BFA has waived the account
size requirement.

BFA generally has two types of fee arrangements: a blended fee arrangement and an
incremental fee arrangement. Under the blended fee arrangement, the client would pay
one annual blended rate with respect to the entire portfolio based total size of the account.
Under the incremental fee arrangement, the annual rate is determined based on the
incremental thresholds for the size of the account. Rate schedules below illustrate the
maximum rates BFA would charge with respect to blended fee arrangements and
incremental fee arrangements.

Maximum Blended Rates

Account Size Maximum Annual Rate
$0 to $499,999 1.95%
$500,000 to $999,999 1.75%
$1,000,000 to $1,499,999 1.50%
$1,500,000 to $2,999,999 1.25%
$3,000,000 to $4,999,999 1.00%
$5,000,000 to $9,999,999 .80%
$10,000,000 and above .60%



Maximum Incremental Rates

Account Size Maximum Annual Rate
First $500,000 1.95%
Next $ 500,000 1.50%
Next $ 1,000,000 1.25%
Next $ 3,000,000 1.00%
Next $ 5,000,000 .80%
Amounts Exceeding $10,000,000. .60%

Fees actually charged individual clients are set forth in individual Investment Advisory
Agreements. Clients may refer to the Investment Advisory Agreement for additional
information and disclosures.

In addition to the advisory fees, clients may incur costs for custodial services, account
maintenance fees, transaction fees, and other fees associated with maintaining the account.
Also, depending on a particular security, trading costs could be incurred which could range
from $0 to $15 per trade. BFA strives to minimize trading costs. Some funds impose short-
term trading fees which can be triggered if the fund is not held long enough. Transactions
which result in short-term trading fees will be avoided unless extenuating conditions exist.
BFA does not share in any portion of such fees. Clients may also pay advisory fees to the
manager of any mutual fund they purchase. Such advisory fees are not shared with BFA and
are compensation to the fund-manager. Clients are encouraged to read a mutual fund
prospectus prior to investing,.

Additional assets deposited into the account after it is opened may be charged a pro-rata
fee based upon the number of days remaining in the then current calendar quarter. No fee
adjustments will be made for partial withdrawals or for account appreciation or
depreciation during the quarter.

Clients may terminate investment advisory services obtained from BFA, without penalty,
upon written notice within five (5) business days after entering into the Investment
Advisory Agreement with BFA. Clients will be responsible for any fees and charges incurred
from third parties as a result of maintaining the account such as transaction fees for any
securities transactions executed and account maintenance or custodial fees.

Thereafter, a client may terminate investment advisory services with 30-day’s notice in
either written or electronic format which is acknowledged by the Investment Advisory
Representative. Should a client terminate investment advisory services during a quarter,
they would be charged a pro-rata portion of the advisory fee for the quarter up to the date
of termination. Any unearned fees would be refunded to the client.



THIRD PARTY MANAGED PROGRAMS

Advisory fees may be higher or lower than if the client obtained management services
directly from a single manager versus multiple managers. Advisory fees and any conflicts of
interest with respect to the third party manager would be disclosed in the third party
manager’s Form ADV Part 2A.

BFA will charge a fee in addition to the fee charged by the third party manager. BFA fees
are negotiable and are not based on a share of capital gains or capital appreciation of the
funds or any portion of the funds. The BFA fees would generally fall below rates, set forth
in either the Maximum Blended Rate or the Maximum Blended Rate Schedules, provided
above. Fees actually charged individual clients are set forth in individual Investment
Advisory Agreements. Clients may refer to the Investment Advisory Agreement for
additional information and disclosures.

BFA fees payable upon initial implementation of the account may be paid by client upon
receipt of the invoice from BFA or collected directly from the account, provided the client
has given written authorization. BFA fees for all subsequent periods will be charged to and
collected directly from the client’s account, except where other arrangements are made.
BFA fees will be charged to and collected directly from the account early in the quarter and
will be based on the value of the portfolio as of the last working day of the previous
quarter.

Clients will be provided with a fee notification that identifies the amount of the advisory fee
and the value of the account. Additionally, clients will be provided with an account
statement reflecting the deduction of the advisory fee. If the account does not contain
sufficient funds to pay advisory fees, BFA has limited authority to sell or redeem securities
in sufficient amounts to pay advisory fees. Clients may reimburse the account for advisory
fees paid to BFA, except for ERISA and IRA accounts.

In addition to the advisory fees, clients may incur costs for custodial services, account
maintenance fees, transaction fees, and other fees associated with maintaining an account
with third party managers. Clients may also pay advisory fees to the manager of any mutual
fund they purchase. Such advisory fees are not shared with BFA and are compensation to
the fund-manager, except as disclosed in Item 10. Clients should read the mutual fund
prospectus prior to investing,.

Additional assets deposited into the Account after it is opened will be charged a pro-rata
fee based upon the number of days remaining in the then current calendar quarter. No fee
adjustments will be made for partial withdrawals or for account appreciation or
depreciation during the quarter.

Clients may terminate investment advisory services obtained from BFA, without penalty,
upon written notice within five (5) business days after entering into the Investment
Advisory Agreement with BFA. Clients will be responsible for any fees and charges incurred
from third parties as a result of maintaining the account such as transaction fees for any
securities transactions executed and account maintenance or custodial fees.



Thereafter, a client may terminate investment advisory services with 30-day’s notice in
either written or electronic format which is acknowledged by the Investment Advisory
Representative. Should a client terminate investment advisory services during a quarter,
they will be charged a pro-rata portion of the advisory fee in accordance with the
Investment Advisory Agreement. The pro-rata fee will be charged for the quarter up to the
date of termination and any unearned fees would be refunded to the client.

FINANCIAL PLANNING PROGRAM

BFA offers financial planning services on both a fixed fee and hourly fee basis. Fees are
negotiable based upon the complexity of the requested services and the personnel
involved, and are charged in accordance with the fee schedule below:

Fixed Fee: $500 to $5,000 - payable one-half (1/2) upon execution of the advisory
agreement with BFA and the balance due at the time of presentation of the plan,
unless otherwise negotiated with the client. Clients may terminate the agreement
with BFA and receive a full refund of any pre-paid advisory fees for planning
services at any time up to presentation of the financial plan to client.

Hourly Fee: $80 - $390 per hour - payable as invoiced by BFA. Generally, BFA will
invoice clients for all time spent each month. Clients may terminate hourly advisory
services within five (5) business days after entering into the advisory agreement
without penalty. After five (5) business days of entering into the advisory
agreement, the client may terminate upon BFA’s receipt of client’s written notice to
terminate. Clients will be responsible for any time spent by the Investment Advisor
Representative in providing advisory services or analyzing the client’s situation.

Clients are advised that fees for financial planning are strictly for financial planning
services. Therefore, clients may pay fees and/or commissions for additional services
and/or products obtained to execute their financial plan.

Item 6 - Performance-Based Fees and Side-By-Side Management

BFA does not charge any performance-based fees (fees based on a share of capital gains or
capital appreciation of the assets of a client) or side-by-side management fees.

Item 7 - Types of Clients

BFA provides portfolio management services to individuals, high net worth individuals,
corporate pension and profit-sharing plans, charitable institutions, foundations and other
entities. BFA generally requires that clients have a minimum of $200,000 of assets under
management to open and maintain an account with BFA. This requirement may be waived
by BFA.



Item 8 - Methods of Analysis, Investment Strategies and Risk of Loss

BFA’s investment strategy is based on the science of investing developed over decades of
academic research and institutional application. BFA’s actions are focused on the
following factors that have a high correlation in creating a successful investment strategy.

1. Diversification - using different Asset Classes (e.g. Equity and Bond) and
different classifications within them. Equity classes could include large
capitalization companies, small capitalization companies, international
companies, emerging markets, real estate and others. Bonds could be
comprised of corporate, government (taxable and tax-free), international and
emerging markets.

2. Minimizing fees and transaction costs when possible.
3. Maximizing after-tax returns when possible.

Clients, with assistance of their Investment Advisor Representative, will complete an
Investment Profile and provide information regarding their financial history, goals,
objectives, and financial concerns. Upon receipt and analysis of a client’s information, the
Investment Advisor Representative and client will determine an appropriate Investment
Strategy. A client’s portfolio may be invested similar to, or different from, other clients
with the same or similar objectives. Exceptions are made for considerations such as tax
sensitivity, concentrated stock positions, outside holdings and ethical or religious
preferences.

Portfolios will be diversified according to the asset class percentages indicated in the
selected Target Portfolio Allocation. The client and Investment Advisor Representative may
choose to exclude certain asset classes from a portfolio or choose to disregard the
Investment Profile for a specific Target Portfolio Allocation. Target Portfolio Allocations
may be adjusted depending on market conditions and/or client profile. Specific portfolio
holdings may be increased, decreased, eliminated or added based on BFA’s ongoing due
diligence process, typically limiting any single holding to 20% or less of total holdings. BFA
generally does not time the market in making major shifts to the Target Portfolio
Allocations.

The investments used by BFA may include the stock of domestic large and small companies,
international and emerging market equities, real estate investment trusts, government and
corporate bonds, bank certificates of deposit, commodities and any other investments as
appropriate to enable the client to reach their investment objectives.

Differing returns among the various asset classes could result in the asset classes becoming
over or under represented relative to the selected Target Portfolio Allocation. Rebalancing
is the process of adjusting any over or under represented funds within the asset classes
back to the Target Portfolio Allocation percentages. Rebalancing may consist of buying or
selling portfolio holdings and/or utilizing additional deposits to maintain the Target
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Portfolio Allocation. Market conditions, client profile, income taxes and trading costs will
also be taken into consideration, and portfolios will be rebalanced as appropriate.

Investing in securities involves risk of loss that clients should be prepared to bear. BFA
does not represent, warrantee or imply that the services or methods of analysis used by
BFA can or will predict future results, successfully identify market tops or bottoms, or
insulate clients from losses due to major market corrections or crashes.

All investments present the risk of loss of principal - which means the investments may be
worth less when sold than the price paid for the securities. There is also the risk of losing
purchasing power - which means the rate of appreciation of the investment is less than the
rate of inflation.

Each type of investment has unique risk characteristics which must be considered before
investing. These risks could include loss of value, loss of purchasing power and the ability
to convert the investment quickly to cash. More information about the risks of any specific
investment should be discussed with a BFA Investment Advisor Representative before
investing.

Clients are advised that performance may be affected more on smaller accounts due to
difficulties with diversifying smaller accounts and due to risk controls potentially being
compromised. Performance of smaller accounts may vary from the performance of
accounts with more dollars invested due to fluctuations in the market that may affect
smaller accounts more. Also the effects of compounding may be greater in larger accounts
versus smaller accounts. Generally, BFA’s minimum account size is $200,000 invested.

Item 9 - Disciplinary Information

BFA is required to disclose all material facts regarding any legal or disciplinary events that
would be material to the evaluation of BFA or the integrity of BFA’s management. BFA has
no information to disclose.

Item 10 - Other Financial Industry Activities and Affiliations

BFA is affiliated with Boulay PLLP, (Boulay) an accounting firm, as described in Item 4.
Investment Advisory Representatives are employees of Boulay and may offer various
accounting services for a fee. David E. Bremer and Tim A. Beversdorf are Partners in Boulay
and Investment Advisor Representatives of BFA. Boulay Insurance Solutions, LLC is an
insurance agency owned by Boulay. David E. Bremer is President of Boulay Insurance
Solutions, LLC.

Investment Advisor Representatives may also be Registered Representatives with ValMark
Securities, Inc. (“ValMark”), a registered Broker/Dealer, member FINRA and SIPC. Clients
are under no obligation to purchase or sell securities through the Investment Advisor
Representatives. Commissions may be higher or lower at ValMark than at other broker
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dealers. Investment Advisor Representatives may have a conflict of interest in having
client purchase securities and/or insurance-related products through ValMark in that the
higher their production with ValMark, the greater the opportunity for obtaining a higher
payout on commissions earned. Further, Investment Advisor Representatives are restricted
to only offering those products and services that have been reviewed and approved for
offering to the public through ValMark. BFA Investment Advisor Representatives may also
offer advisory services for a fee through ValMark Advisers, Inc. This entity is a registered
investment advisor. ValMark Securities, Inc., Executive Insurance Agency, LLC and ValMark
Advisers, Inc. are not affiliated with BFA and its affiliates.

Investment Advisor Representatives may earn commissions on certain securities and/or
insurance products provided by ValMark Securities, Inc. or Boulay Insurance Solutions,
LLC. These commissions are in addition to fees paid for advisory services.

BFA may receive indirect compensation from Cornerstone Capital Management, LLC with
respect to clients who invest in the Cornerstone US Market Neutral Fund, LLC (formerly
Long Short Fund, LLC) or the MainStay Large Cap Growth Fund (formerly Keystone Large
Cap Growth Fund). Please refer to Item 14 for additional information.

Clients are advised that fees for accounting services are in addition to fees paid for advisory
services. Clients to whom advisory services are provided are frequently clients that also
might be receiving accounting services. Boulay is authorized to provide and be
compensated for facilities, office and administrative support for BFA.

BFA may refer clients to Andrew Kremer, Attorney, a separate and distinct law practice
owned by Andrew Kremer, who is also a partner of Boulay. Clients are advised that fees
for legal services are in addition to fees paid for advisory services and they are under no
obligation to use the legal services of Andrew Kremer.

Item 11 - Code of Ethics

The Investment Advisor Representative has a fiduciary duty to clients to act in the best
interest of the client and always place the client’s interests first and foremost. BFA takes
seriously its compliance and regulatory obligations and requires all staff to comply with
such rules and regulations as well as BFA’s policies and procedures. BFA also strives to
handle clients’ non-public information in such a way to protect information from falling
into hands that have no business reason to know such information and provides clients
with the BFA Privacy Policy.

Further, BFA maintains a Code of Ethics for its Investment Advisor Representatives,
supervised persons and staff. The Code of Ethics contains provisions for standards of
business conduct in order to comply with federal securities laws, personal securities
reporting requirements, pre-approval procedures for certain transactions, code violations
reporting requirements, and safeguarding of material non-public information about client
transactions. BFA’s Code of Ethics establishes expectations for business conduct and each
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BFA Investment Advisor Representative and employee must annually acknowledge the
terms of the Code of Ethics.

Investment Advisor Representatives and employees of BFA may trade for their own
accounts in securities which are recommended to and/or purchased for BFA clients. The
Code of Ethics is designed to assure that the personal securities transactions, activities and
interests of the employees of BFA will not interfere with:

= Making decisions in the best interest of advisory clients; and

= Implementing such decisions while, at the same time, allowing employees to
invest for their own accounts

Under the Code certain classes of securities have been designated as exempt transactions,
based upon a determination that these would materially not interfere with the best interest
of BFA’s clients. In addition, the Code requires pre-clearance of certain transactions, and
restricts trading in close proximity to client trading activity. Nonetheless, because the Code
of Ethics in some circumstances would permit employees to invest in the same securities as
clients, there is a possibility that employees might benefit from market activity by a client
in a security held by an employee. Employee trading is continually monitored under the
Code of Ethics, to reasonably prevent conflicts of interest between BFA and its clients.

Client accounts may trade in the same securities on an aggregated basis when consistent
with BFA’s obligation of best execution. In such circumstances, the client accounts will
share commission costs equally and receive securities at a total average price. BFA will
retain records of the trade order (specifying each participating account) and its allocation,
which will be completed prior to the entry of the aggregated order. Completed orders will
be allocated as specified in the initial trade order. Partially filled orders will be allocated on
a pro rata basis. Any exceptions will be documented in writing.

BFA's clients or prospective clients may request a copy of the firm’s Code of Ethics by
contacting David Bremer at (952) 893-3821 or dbremer@BoulayGroup.com.

Item 12 - Brokerage Practices

CUSTODIAN AND BROKERS USED

BFA does not maintain custody of clients’ assets (see “Item 15 - Custody”, below). Assets
must be maintained in an account at a “qualified custodian,” generally a broker-dealer or
bank. BFA generally recommends that clients use Charles Schwab & Co., Inc. (Schwab) as
the qualified custodian. Schwab is a registered broker-dealer and member of SIPC. BFA is
independently owned and operated and not affiliated with Schwab. Schwab will hold client
assets in a brokerage account and buy and sell securities when BFA instructs them to.
While BFA generally recommends that clients use Schwab as the custodian/broker, clients
will decide whether to do so and will open accounts by entering into an account agreement
with Schwab or another custodian of their choice.
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SELECTING BROKERS/CUSTODIANS

Specific custodian products and services that assist BFA in managing and administering
clients’ accounts include software and other technology that:

» Provide access to client account data (such as trade confirmations and account
statements)

* Provide research, pricing and other market data
» Facilitate payment of BFA fees from its clients’ accounts
= Assist with back-office functions, recordkeeping and client reporting

Particular custodians may also offer other services intended to help BFA manage and
further develop its business enterprise, such as educational events or occasional business
entertainment of BFA personnel. In evaluating whether to recommend or require that
clients custody their assets with a particular custodian, BFA may take into account the
availability of some of the foregoing products and services and other arrangements as part
of the total mix of factors it considers and not solely the nature, cost or quality of custody
services provided by the custodian, which may create a potential conflict of interest.

BFA seeks to recommend a custodian/broker who will hold client assets and execute
transactions on terms that are, overall, more advantageous when compared to other
available providers. A wide range of factors are considered, such as:

» Combination of transaction execution services and asset custody services
(generally without a separate fee for custody)

= (Capability to execute, clear and settle trades (buy and sell securities for clients’
account)

= (Capability to facilitate transfers and payments to and from accounts (wire
transfers, check requests, etc.)

* Breadth of available investment products (stocks, bonds, mutual funds,
exchange-traded funds [ETFs], etc.)

= Availability of investment research and tools that assist BFA in making
investment decisions

= Quality of services

= Competitiveness of the price of those services (commission rates, margin
interest rates, other fees, etc.) and willingness to negotiate the prices

= Reputation, financial strength and stability
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= Prior service to BFA and clients

= Availability of other products and services that benefit BFA, as discussed below
(see Products and Services Available)

BROKERAGE AND CUSTODY COSTS

For clients’ accounts that Schwab maintains, they generally do not charge separately for
custody services but are compensated by charging commissions or other fees on trades
they execute or settle into client’s accounts.

PRODUCTS AND SERVICES AVAILABLE

Schwab is in business to serve independent investment advisory firms like BFA. They
provide BFA and its clients with access to their institutional brokerage - trading, custody,
reporting, and related services - many of which are not typically available to their retail
customers. Schwab also makes available various support services. Some of these services
help BFA manage or administer clients’ accounts, while others help manage and grow the
business. These support services generally are available on an unsolicited basis and at no
charge to BFA.

SERVICES THAT BENEFIT CLIENTS

Schwab brokerage services include access to a broad range of investment products,
execution of securities transactions and custody of client assets. The investment products
available through them include some which BFA might not otherwise have access to or
would require a significantly higher minimum initial investment by BFA clients. The
services described in this paragraph generally benefit BFA clients.

SERVICES THAT MAY NOT DIRECTLY BENEFIT CLIENTS

Schwab also makes available to BFA other products and services that benefit BFA but may
not directly benefit clients or clients’ accounts. These products and services assist BFA in
managing and administering clients’ accounts. They include investment research from
them and that of third parties. BFA may use this research to service all or a substantial
number of clients’ accounts. In addition to investment research, Schwab may also make
available software and other technology that:

= Provides access to account data (such as duplicate trade confirmations and
account statements)

= Facilitate trade execution and allocate aggregated trade orders for multiple
client accounts

= Provide pricing and other market data

= Facilitate payment of BFA fees from clients’ accounts
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= Assist with back-office functions, recordkeeping and client reporting

SERVICES THAT GENERALLY BENEFIT ONLY BFA

Schwab also offers other services intended to help BFA manage and further develop its
business enterprise. These services include:

* Educational conferences and events
= Consulting on technology, compliance, legal and business needs
= Publications and conferences on practice management and business succession

= Access to employee benefits providers, human capital consultants and insurance
providers

Schwab may provide some of these services themselves. In other cases, they may arrange
for third-party vendors to provide the services to BFA. They may also discount or waive
their fees for some of these services or pay all or part of a third party’s fees. Schwab may
provide BFA with other benefits, such as occasional business entertainment for BFA
personnel.

BFA’S INTEREST IN SCHWAB SERVICES

The availability of these services from Schwab benefits BFA because BFA does not have to
produce or purchase them. BFA does not have to pay for Schwab’s services so long as BFA
clients collectively keep a total of at least $10 million of their assets in accounts at Schwab.
Beyond that, these services are not contingent upon committing any specific amount of
business to Schwab in trading commissions or assets in custody. The $10 million minimum
may give BFA an incentive to recommend that clients maintain accounts with Schwab,
based on BFA’s interest in receiving Schwab’s services that benefit BFA’s business rather
than based on client’s interests in receiving the best value in custody services. This is a
potential conflict of interest. BFA believes, however, that the recommendation of Schwab as
a custodian and broker is in the best interests of the clients. The recommendation is
primarily supported by the scope, quality and price of their services (see “How BFA Selects
Brokers/Custodians”) and not the benefit to BFA.

BFA may use trade aggregation when multiple orders for a security are made and
implementation is consistent with BFA’s obligation for best execution.

Particular custodians may also offer other services intended to help BFA manage and
further develop its business enterprise, such as educational events or occasional business
entertainment of BFA personnel. In evaluating whether to recommend or require that
clients custody their assets with a particular custodian, BFA may take into account the
availability of some of the foregoing products and services and other arrangements as part
of the total mix of factors it considers and not solely the nature, cost or quality of custody
services provided by the custodian, which may create a potential conflict of interest.
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BFA may accept soft dollar arrangements offered by brokers or other vendors. An example
of which is an Investment Advisor Representative may receive such benefits such as
assistance with conferences and educational meetings by product sponsors assisting with
the costs of such events.

Various account custodians may also make available to BFA other products and services
that benefit the registered investment advisor but may not directly benefit its clients’
accounts. Many of these products and services may be used to service all or some
substantial number of BFA accounts, including accounts not maintained at the particular
custodian.

Item 13 - Review of Accounts

The BFA Investment Advisor Representatives review client accounts quarterly, or more
often if needed. During the reviews, the Investment Advisor Representative considers the
allocation of the account and the cash in the account to determine if the account has
deviated from the agreed upon allocation. Upon execution of the Investment Advisory
Agreement, comprehensive portfolio reviews will be provided as stated in the Investment
Advisory Agreement. The contents and delivery of the comprehensive portfolio review are
subject to the exceptions and minimum requirements stated in the Investment Advisory
Agreement. The reviews will begin the first full quarter after the delivery of assets and
implementation into the selected Investment Strategy. The review may contain but is not
limited to; a Portfolio Overview, a comparison of the Current Allocation versus the Target
Portfolio Allocation and a Portfolio Holdings Analysis.

The Investment Advisor Representative will offer to meet with clients at least annually or
at a client’s request to discuss the client’s accounts and to update the client’s financial
information should any changes occur. Clients are advised that the investment
recommendations and advice offered by the Investment Advisor Representative are not
legal advice or accounting advice. Clients should coordinate and discuss the impact of
financial advice with their attorney and/or accountant. Clients are advised that it is
necessary to inform BFA promptly with respect to any changes in the client’s financial
situation and investment goals and objectives, as failure to notify BFA of any such changes
could result in investment advice not meeting the needs of the client.

Item 14 - Client Referrals and Other Compensation

Certain partners and employees of Boulay PLLP. (Boulay) may receive compensation for
introducing clients to BFA. Boulay is an accounting firm and majority owner of BFA.
Investment Advisor Representatives of BFA will render all investment advisory services.
Boulay’s sole responsibility is to introduce the client to the Investment Advisor
Representative. The compensation for these services may be paid by Boulay or by BFA
from the investment advisory fees earned to the extent permitted under applicable laws.
There is no increase in the advisory fees paid by the client to BFA as a result of
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compensation paid to Boulay. Typically, compensation may be paid annually to Boulay
partners and employees could range between 0% and 8% of collected revenues.

BFA may purchase the rights to service client accounts from other registered investment
advisors, such as Cornerstone Capital Management, LLC (Other Advisors). The Other
Advisors are paid a percentage the investment advisory fees collected from the transferred
clients. Compensation may be paid quarterly to the Other Advisors for a fixed period of
time and could range between 0% and 37.5% of collected client revenues. There is no
increase in the advisory fees paid by the client to BFA as a result of compensation paid to
the Other Advisors. The Other Advisor has the responsibility to introduce the client to
BFA’s Investment Advisor Representative, provide notice and disclosures on behalf of BFA
and obtain customer consent to transferring the relationship.

BFA may pay a fee to the Other Advisors for referring clients to BFA. The Other Advisors
are typically paid a percentage the investment advisory fees collected from the referred
clients. Compensation may be paid quarterly to the Other Advisors for a fixed period of
time and could range between 0% and 20% of collected client revenues. The Other
Advisors’ sole responsibility is to introduce BFA’s Investment Advisor Representative to
the prospective client. There is no increase in the advisory fees paid by the client to BFA as
a result of compensation paid to the Other Advisors.

BFA allows its clients to invest in funds managed by Cornerstone Capital Management, LLC:
Cornerstone US Market Neutral Fund, LLC (formerly Long Short Fund, LLC) or the MainStay
Cornerstone Growth Fund (the Funds). BFA may receive a credit against the amount it is
obligated to pay to Cornerstone Capital Management, LLC with respect to transferred
clients and referred clients. The credit would only be received with respect to a client if
BFA does not charge a advisory fee with respect to the Funds for such client. The credit, if it
applies, would be 62.5% of the advisory fees received by Cornerstone Capital Management,
LLC with respect to the client’s investment in the Funds. BFA does not believe it will have
any additional financial incentive to recommend the Funds over any additional investment,
and clients are free to exclude the Funds from their portfolio. Impacted clients will receive
separate disclosures regarding this arrangement.

Item 15 - Custody

Clients will receive at least quarterly statements from the broker dealer, bank or other
qualified custodian that holds and maintains client’s investment assets. BFA urges clients
to carefully review such statements and compare such official custodial records to the
account statements that are provided by BFA. BFA statements may vary from custodial
statements based on accounting procedures, reporting dates, or valuation methodologies of
certain securities.
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Item 16 - Investment Discretion

BFA typically receives discretionary authority from the client at the outset of an advisory
relationship to select the identity and amount of securities to be bought or sold. Such
discretion is to be exercised in a manner consistent with the stated investment objectives
for the particular client account.

When selecting securities and determining amounts, the Investment Advisor
Representative observes the investment policies, limitations and restrictions of the clients
for which it advises. Restrictions or material changes made at the request of the client must
be stated in writing or electronic format and acknowledged by the Investment Advisory
Representative.

Non-discretionary accounts will be managed in accordance to an Investment Advisory
Agreement specific to such accounts.

Item 17 - Voting Client Securities

BFA does not vote or give advice about how to vote proxies for securities held by the
clients.

Item 18 - Financial Information

BFA is required in this item to provide clients with certain financial information or
disclosures about BFA’s financial condition. BFA has no financial commitment that impairs
its ability to meet contractual and fiduciary commitments to clients, and has not been the
subject of a bankruptcy proceeding.
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