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Summary of Material Changes

The following items are material changes in our disclosure brochure since its last
revision:

1. SFG’s fee schedule is amended with this revision. Our maximum fee is now 2%

effective 7/1/2016.
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Advisory Business

Shelton Financial Group, Inc. (“SFG”) is a registered investment adviser located in Fort
Wayne, Indiana. SFG is registered with the United States Securities and Exchange
Commission. It is wholly owned by Jeffrey Shelton and has been in existence since 1997.
SFG has two main services: retirement analysis and asset management, which it provides
to individuals, corporations, pension plans and charitable organizations.

A. Retirement Plan

SFG offers a retirement analysis which we refer to as a retirement plan. In order to create
the plan, SFG will attempt to identify current assets & liabilities, current sources of
income, current ongoing deposits into savings, investments, and retirement accounts,
current values on real estate and business interests. SFG will attempt to gather and review
statements on each of the above items. SFG will also request that the client provide
estimates for future retirement income such as social security, pensions, inheritances,
business interests, and rental income. SFG will ask the client for an accurate estimate of
current spending, hopefully eliciting a budget from the client, if possible, along with the
level of retirement income desired and the age at which the client plans to begin
retirement. SFG will project, based on the information provided by the client, an estimate,
in the form of a summary report, of the value of the assets and income available at
retirement, along with a projection of how long the assets will last before being depleted, if
applicable. SFG will also provide a written summary of the matters identified by the SFG
planner as issues that the client should consider. This written summary could be a
narrative report or a list of issues to discuss and/or action items. The accuracy of the
report and the written summary is deeply dependent on the accuracy of the information
provided by the client. The acquisition of the statements, estimates, and documents will
require that the client spend a reasonable amount of time preparing for the planning

process.

The plan may include some additional areas of focus such as college funding, budgeting, or
savings prioritization, to name just a few. The plan may also contain an investment risk
profile evaluation, if requested by the client or identified by the planner as needed. The
investment risk profile would include a review of the client’s investment attitudes,

concerns, and risk tolerance.




The plan is not intended to provide detailed analysis of the client’s insurance needs. It
may, in certain circumstances, involve the review of existing life, long-term care, or

disability insurance if requested by the client or deemed necessary by the planner.

The plan is not to be considered a Financial Plan, an Estate Plan, a Tax Plan or any other

Plan.

B. Asset Management

SFG provides investment advisory clients with asset management services on a
discretionary basis. SFG manages client assets by offering a variety of strategies into
which the client assets may be invested. SFG manages each client’s account on the basis
of the client’s financial situation and investment objectives, but does not manage client
accounts individually. Client’s assets are placed into accounts that are managed in
accordance with one or more of various strategies SFG has developed. Each strategy has a
defined objective. Prior to placing a client’s assets into any strategy, a risk profile analysis
is completed to determine which strategies would be appropriate for an individual client.
Not all clients will be allowed to use all strategies due to suitability limitations. SFG uses a
variety of methods and tools to evaluate the suitability of any strategy for any particular
client. All clients are encouraged to discuss their investment goals & concerns with their
planner. Personal relationships and face to face conversations allow planners and clients
to create an individualized portfolio using as many different strategies as desired. SFG

allows reasonable restrictions to be placed on a clients managed accounts.

SFG’s strategies primarily use no transaction fee, load waived A share, no-load, or
institutional class mutual funds. Some strategies will use exchange traded funds, but
currently these are used on a limited basis. SFG’s strategies at variable annuity platforms
will use subaccounts available at that company.

All strategies are monitored regularly. However, at least quarterly, all investment
categories and mutual funds will be re-evaluated to determine if there should be any
replacements. If a change is indicated, SFG could choose to keep an investment category,
just replacing a specific mutual fund, or it could replace an entire investment category, thus
requiring the sale of the previously owned funds and the purchase of new funds. SFG
attempts to make all trades based on SFG’s decisions for all clients in all accounts on the
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same day (each quarter) referred to as the next reposition date (NRD).

SFG offers several categories of strategies. The tactical strategies have a ratio of equity to
tixed income that will vary according to the discretion of SFG. These strategies could be
all in equity or all out of equity, all in fixed income or all out of fixed income, or all in cash.
The strategy is more likely to be a mixture of equity and fixed income. SFG has full
discretion on the positioning and ratio of equity to fixed income of these strategies, which
can swing from very conservative to very aggressive without client pre-approval. The
client uses a tactical strategy knowing that their account will be more conservative at times,
and more aggressive at times, all dependent on SFG’s discretion.

SFG offers more traditional asset allocation strategies which are comprised of a set equity
to fixed income ratio. In these strategies, the client can select from a group (currently 4
options) of strategies, allowing the client to choose their desired mixture of equity to fixed
income, potentially controlling the risk profile of the account. The client then allows SFG
the discretion to use their preferred investment categories, maintaining the established
equity to fixed income ratio. The desired ratio of equity to fixed income is reset to the
strategy objective every quarter on the next reposition date.

SFG also offers a variety of focused strategies. These strategies are built using very
specific, usually non-diversified, investment categories. For example, a strategy may use all
equities all the time, or all gold, or all municipal bonds, just to name a few. Although the
strategy may have some diversity within a specific asset class, these strategies are for clients
wanting exposure to a very concentrated segment of the market. These strategies may also
serve clients wanting to avoid specific segments of the market knowing that the strategy
objective will also “exclude” categories that are not allowed.

Not all investment categories or mutual funds are available at all custodians. Therefore,
category and fund substitutions will be implemented when needed. If a substitution is
required, SFG will select the category or fund deemed to be the next best option, based on
the proprietary selection process employed. Strategies may experience significant
differences in performance from custodian to custodian due to limitations or availability of
certain funds, custodial fees and/or other charges, and because strategies may be designed
differently at each custodian..

C. Asset Report
SFG, at its discretion, may provide to clients and prospective clients a free Asset Report.
The Asset Report provides a snapshot in time of current retirement assets and the future
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value of those assets based on several factors. The factors may include an assumed rate of
return, planned ongoing contributions, an assumed inflation rate, a pre-determined
withdrawal rate, estimated retirement income sources, along with other variables included
in the report. The report will not include a written list of recommendations or details on
the calculations used to complete the report.

SFG does not participate in any wrap programs.

D. Educational Seminars/Workshops

SFG provides educational seminars/workshops to existing clients and prospects
considering hiring us.

E. Assets Under Management

As of December 31, 2015 total advisory assets were $218,951,491. Discretionary assets
were $218,951,491. Non-discretionary assets were $0.




Fees and Compensation

A. Retirement Analysis Fees

The fee for retirement analysis will range from $600 to $10,000+ based on the complexity
of the plan. SFG may waive or reduce fees for retirement analysis based on individual
client circumstances, at SFG’s discretion. Retirement analysis fees are negotiable. SFG
may also provide this service for an hourly fee, dependent upon the staff position
performing the service. The hourly fee schedule as of the date of this brochure for new
clients is as follows:

Senior Planner = $200/hour

Planner = $150/hour

Associate Planner = $100/hour

Relationship Manager = $75/hour

Administrative Support = $50/hour

Invoices for retirement analysis fees are sent in two phases. The initial installment of $250
is due after the initial meeting with the SFG representative. SFG invoices the client
directly, with payment due upon receipt. The final invoice is sent to the client after the
plan is presented. SFG invoices the client directly, with payment due upon receipt.

If the client chooses to cancel the contract at any point in the process before the plan
presentation meeting, any unbilled fees at that point will be cancelled. Any fees earned by

SFG prior to the client cancelling SFG’s services, are expected to be paid by the client.

B. Asset Management Fees

SFG’s asset management services are provided for clients for a percentage of their assets
under management. SFG’s annual fee shall be prorated and charged quarterly, in advance,
based upon the market value of the total assets held by the client and anyone in his/her
household on the last day of the previous quarter. Routine quarterly fees will be assessed
in the first month of each calendar quarter. Quarterly fees are figures based on the clients’
household fee percentage multiplied by the previous quarter end account values divided by
four. Fees in new accounts are based on the account value on the date the new assets
arrive in the account. The fee will equal the clients” household fee percentage multiplied
by the opening account value divided by the number of days in that calendar year
multiplied by the number of days remaining in the quarter.

Additional deposits or transfers in kind of securities to the account that are $10,000 or
greater will be billed for the remainder of the quarter in which they are received. Deposits
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under $10,000 will not be billed until the next quarter. If the fee on the additional deposit
is less than $25 it will not be charged.

A client may receive a pro-rata refund of fees for withdrawals from an account. Refunds
will only be given on withdrawals of $10,000 or more. The refund may be credited on the
next quarter’s billing or returned to the account as a fee credit. If the refund ona
withdrawal is less than $25 it will not be refunded. However, if the client has terminated
the agreement, the prorated refund will be given regardless of the amount.

The fee schedule is as follows:

All ERISA Plans, including 401K plans = 1.5%.

All other clients:

$0 - $249,999 2.00%
$250,000 - $499,999 1.50%
$500,000 - $999,999 1.25%

$1,000,000 - $1,999,999  1.00%
$2,000,000 - $2,999,999  0.90%
$3,000,000 - $4,999,999  0.80%
$5,000,000 - $7,999,999  0.70%
$8,000,000 - $9,999,999  0.60%
$10,000,000 and over 0.50%

SFG may waive or reduce fees for asset management based on individual client
circumstances, at SFG’s discretion. All asset management fees are negotiable.

Additions to accounts may be in cash or a transfer-in-kind of securities. SFG reserves the
right to liquidate any transferred securities, or decline to accept particular securities into a
client’s account. SFG may consult with its clients about the options and ramifications of
transferring securities. However, clients are advised that when transferred securities are
liquidated, they may be subject to transaction fees, fees assessed at the mutual fund level
(i.e. contingent deferred sales charge), commissions, and/or tax ramifications.

Asset management fees are deducted from clients’ accounts under management unless
otherwise directed by the client. Clients may elect to be billed directly for the fee. They
may also elect to have the fee deducted from another account under SFG management,
subject to some restrictions based on account registration.

Since SFG’s asset management fees are billed in advance, refunds may apply depending on
when services are cancelled by the client. The refund will equal the household fee
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percentage multiplied by the account value divided by 365 days multiplied by the number
of days remaining in the quarter.

C. Educational Seminars/Workshops
SEG’s fee for attending educational seminars/workshops will range from $25 to $150 per
person. SFG may waive or reduce fees for educational seminars/workshops at its

discretion.

D. Termination

The asset management services client engagement agreement is cancelable in writing at any
time by either party for any reason. The Client may cancel within five (5) business days of
execution and receive a full refund of any asset management fees paid. If a client
terminates prior to a quarter end, the client will receive a pro-rata refund.

E. Short-Term Trading Fees

Clients should be aware that they may pay short-term trading fees, based on when buys
and sells of mutual funds happen in their accounts. SFG’s potential quarterly trading in
client accounts means that it is possible, depending on when clients move in or out of
strategies, that clients may pay short term trading fees. In addition, SFG may choose to
perform an intra-quarter trade if necessary, meaning we may trade more frequently than
quarterly (before our next scheduled reposition date). In this case, clients may pay a short
term trading fee depending on when the buy and subsequent sell happens.

F. Transaction Costs

Clients may incur certain charges imposed by the custodians recommended by SFG and
other third parties such as custodial fees, charges imposed directly by a mutual fund or
exchange traded fund in the account. Fees imposed by a mutual fund are disclosed in the
fund’s prospectus (e.g., fund management fees and other fund expenses). Clients may also
pay deferred sales charges, short term trading fees, account closing fees, redemption fees,
wire transfer and electronic fund fees, and other fees and taxes on brokerage accounts and
securities transactions. The client will indirectly pay a management fee to the managers of
mutual funds and annuities used within the account. SFG does not receive any portion of
these fees/charges.

Additionally, advisory clients who also have assets in an account through Comprehensive
Asset Management and Servicing, Inc. (“CAMAS?”), a broker-dealer, may incur brokerage
commissions and transaction fees. Such charges, fees and commissions are exclusive of
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and may be in addition to SFG’s fee. SFG’s annual fee is exclusive of and in addition to
brokerage commissions, transaction fees, and other related costs and expenses which shall
be incurred by the client. However, SFG shall not receive any portion of these
commissions, fees, and costs. Our investment adviser representatives, however, will
usually receive portions of the commission charged by CAMAS. See subsection below
titled “Brokerage Commissions and 12b-1 Fees”.

G. Custodian Fees

Trust Company of America (“TCA”) charges clients $3.75 per account per quarter to
receive a paper statement. If clients opt to receive their statements from TCA
electronically, this charge does not apply.

For accounts held at TCA, there is the potential of a maximum 0.24% custodial fee
charged to the client by TCA. As long as SFG maintains at least 85% of SFG’s total assets
under management with TCA in no-transaction fee (NTF) mutual funds, then TCA’s
custodian fee is waived. Should SFG’s total assets under management with TCA exceed
$100,000,000, the 85% requirement is reduced to 80%. This fee reduction benefits SFG’s

clients. See section below titled “Brokerage Practices” for more information.

H. Other Compensation to SFG and /or its Representatives

1. Brokerage Commissions and 12b-1 Fees

Investment Adviser Representatives of SFG are also registered representatives of
Comprehensive Asset Management and Servicing, Inc. (“CAMAS”). They may sell
investment products to any client, including advisory clients through CAMAS, the broker-
dealer. CAMAS is not affiliated with SFG and assumes no responsibility for SFG’s
investment advisory activities. Clients have the option to purchase investment products
recommended by SFG through other brokers or agents that are not affiliated with SFG.
Adpvisory representatives of SFG who are registered representatives of CAMAS must
comply with FINRA’s rules that restrict registered representatives from conducting
transactions away from their broker dealer without the express written consent of the
broker dealer for supervisory reasons.

Clients purchasing investments through an investment adviser representative of SFG, who
is also a registered representative of CAMAS, are advised that the SFG representative
typically receives some or all of the distribution charges, also known as 12b-1 fees, that the
mutual fund company charges the fund. For commissionable products sold, SFG’s
investment adviser representatives typically receive either commissions or 12b-1 fees and
trails from mutual fund trades executed for clients or for variable annuity products, or
both. This presents a conflict of interest in that SFG’s representatives have an incentive to
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recommend one product over another based on what they receive as compensation, rather
than on the clients’ needs. SFG’s general asset management practice is to use no
transaction fee, load waived A share, no-load, or institutional class mutual funds in our
advisory accounts. If the client has enough assets to meet our minimum account size of
$30,000, they may choose to use our asset management services, based on their suitability
profile. Generally, commission-based products sold through CAMAS will be
recommended and purchased in those accounts that fall below our minimum account
requirement, or in other situations where said products are consistent with the needs of
the clients.

Clients have the option to purchase investment products recommended by SFG through
other brokers or agents not affiliated with SFG.

2. Variable Annuities

SFG representatives sell variable annuities to some advisory clients who also wish to have
our asset management services for that contract. In that case, beginning in 2015, SFG
does not allow upfront commissions and SFG’s asset management services to be placed
on the account simultaneously. If an upfront commission is received by a representative
of SFG or any of SFG’s solicitors for the sale of a variable annuity, SFG will not manage
that variable annuity for a period of 12 months after the upfront commission was paid. If
SFG chooses to manage it sooner than 12 months following the date the upfront
commission was paid, SFG will waive its management fee until 12 months after the date
the upfront commission was paid. Representatives of SFG typically receive trailing
commissions on certain variable annuity products.

3. Insurance Commissions

SFG is also an insurance agency licensed with the state of Indiana. Some investment
adviser representatives of SFG, as well as some other staff members, are licensed
insurance agents, selling insurance products including life insurance, long term care
insurance, and fixed annuities through SFG. SFG and the writing agent receive
commissions for the sale of insurance products. This creates a conflict of interest in that
the representative may recommend insurance products with higher commissions than
other securities products. However, the client is able to purchase insurance products
through SFG or through another agent/agency of their choice.

4. Custodial Support Agreement

SFG has entered into an Investment Advisor Custodial Support Services Agreement with
Fidelity by which SFG has agreed to provide to Fidelity certain back office, administrative,
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custodial support and clerical services and in consideration for these services, Fidelity has
agreed to pay SFG a fee on specified assets — namely no transaction fee (NTF) mutual
fund assets (other than Fidelity mutual funds) in custody with Fidelity and held in
non-IRA accounts (“Qualified Accounts”). The services that SFG has agreed to provide
include the following: clerical and ministerial assistance in opening client accounts, clerical
and ministerial assistance in maintaining client accounts and facilitating asset transfers and
money movement directed by a client, clerical and ministerial assistance in reconciling and
assisting in updating of client account information, clerical and ministerial assistance in
connection with customer inquiries and account information research, clerical and
ministerial assistance to clients in connection with the use of brokerage services such as
periodic investment plans, periodic withdrawal plans, and check writing privileges,
promptly notifying Fidelity in writing of any written customer complaint relating to
Fidelity’s services and other shareholder services as the parties may agree in writing from
time to time.

Even though the compensation is paid to SFG for providing the above-described services
and not for the sale of any investment product, the amount of the compensation for the
services is tied to particular investment products. Specifically, the fee received by SFG for
these services is equal to 0.15 percent of the average daily balance invested in NTF mutual
funds other than Fidelity funds and held in Qualified Accounts. Even though

the fees paid to SFG according to this agreement are not paid by the clients, this
arrangement creates a conflict of interest for SFG in that SFG has a financial incentive to
use N'TF mutual funds for which we receive additional compensation.

More specifically, this arrangement gives SFG or its supervised persons an incentive to
recommend investment products based on the compensation received, rather than on a
client’s needs. This also has the potential to influence SFG’s strategy building decisions
when deciding which funds to use. SFG follows a defined method of arriving at what
mutual funds will be used in our asset management strategies. SFG subscribes to
Morningstar Direct, a software that provides performance, risk, cost, and other data on
different asset classes, or “investment categories” defined by Morningstar. SFG’s portfolio
manager monitors the rankings of all investment categories according to performance, risk,
and other investment metrics. These categories are then screened according to six criteria:
1) overlap with other high ranked categories, 2) concentration vs. diversification, 3) fund
availability, 4) trends within the rankings, 5) opportunity, and 0) risk/reward score. SFG
has an Investment Advisory Team (IAT) made up of SFG statf members who review the
data prior to fund selection and select the categories in which SFG will invest client assets.
The IAT then selects the funds to be purchased within the categories selected using a
screening system similar to the one applied to the investment category data. Because SFG
uses N'TF mutual funds whenever possible, SFG’s portfolio manager reviews all NTF
funds available through Fidelity, the custodian, and determines which NTF funds to

10




purchase in each investment strategy. SFG uses Fidelity funds whenever their selection is
dictated by this process, and does not look only at non-Fidelity mutual funds for strategy
building.

The Custodial Support Services Agreement also creates a conflict of interest with respect
to the recommendation of custodians. Please refer to the section below titled “Brokerage
Practices,” for a full description of that conflict of interest and how SFG addresses the
conflict.

5. Trust Company of America Agreement

Similarly, SFG’s clients receive discounted or waived fees from another custodian, Trust
Company of America (“TCA”), whenever certain percentages of SFG’s total assets under
management at TCA are invested in NTF mutual funds. Theoretically, this could
influence SFG’s choice of recommended custodian as well as the recommendation to
invest in NTF mutual funds. See the sections below titled “Brokerage Practices” and
“Client Referrals and Other Compensation” for a full description of that conflict of
interest and how SFG addresses the conflict.
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Performance-Based Fees and Side-By-Side Management

SFG does not accept performance-based fees which are fees based on a share of capital
gains or capital appreciation of the assets of a client (such as a client that is a hedge fund or
other pooled investment vehicle).
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Types of Clients

SFG’s clients generally consist of individuals, trusts, estates, pension plans, charitable
organizations, and corporations or other business entities. SFG does not have any
investment companies or government entities as advisory clients. SFG has a minimum
account size of $30,000 for asset management services. Exceptions may be made at SFG’s
discretion to accommodate smaller accounts down to $10,000 for some strategies. Once
an account is open and active, if the value falls below $25,000, at the end of any calendar
quarter, SFG will cancel the management contract and notify the client.
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Methods of Analysis, Investment Strategies and Risk of Loss

Investing in securities involves risk of loss that clients should understand and be
prepared to bear. SFG manages clients’ assets according to defined investment
strategies. We offer tactical strategies which may have variable equity to fixed income
ratios, asset allocation strategies which have a set equity to fixed income ratio, and
other more focused strategies. Our Gold strategy, for example, may only invest in
Gold exchange traded funds (“ETFs”) and/or gold mining stocks. SFG currently
offers a range of strategies. Clients should be aware that not all strategies are available
to be managed by us through all custodians. In addition, not all mutual funds and/or
ETFs may be available at all custodians. The same strategy used at different custodians
may hold different mutual funds,ETFs, or subaccounts.

SFG follows a defined method of arriving at what mutual funds, ETFs, or subaccounts
will be used in our asset management strategies. SFG subscribes to Morningstar
Direct, a software that provides data on investment categories. SFG’s portfolio
manager then ranks and divides the data into different reports. Next the categories are
then filtered according to six criteria: 1) overlap with other high ranked categories; 2)
concentration versus diversification; 3) fund availability; 4) trends within the rankings;
5) opportunity; and 6) risk. SFG has an Investment Advisory Team (“IAT”) made up
of SFG staff members, who then review the data and discuss the categories. The
categories ate approved by the IAT, which then leads to mutual fund/ETF/subaccount
selection within the categories selected. SFG’s portfolio management team reviews
available mutual funds/ETFs/subaccounts and applies a similar filtering process before
making a final selection for each strategy.

SFG’s strategies are reviewed on a quarterly basis, with trading taking place quarterly,
for those mutual funds, ETFs, or subaccounts that are determined to be removed or
re-allocated at that time. It is possible that after the review of our strategies we decide
not to make any trades for that quarter. In addition, SFG generally uses mutual funds
with a minimum holding period no longer than 60 days for most strategies, so no
additional costs would be incurred by the client due to our trading potentially every
quarter. From time to time certain strategies may hold mutual funds with a hold period
longer than 60 days, which may result in short-term trading fees paid by the client,
depending on when the buy and subsequent sell occurs. SFG may perform an intra-
quarter trade if necessary, meaning we may trade in a period more frequently than
quarterly in certain strategies and at certain custodians. In this case, the client may pay
a short-term trading fee depending on when the buy and subsequent sell happens.
SFG’s investment strategies are not managed for tax efficiency. Due to trade
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happening potentially quarterly, a client may have taxable gains or losses. Trading every
quarter, potentially, may positively or negatively affect the performance of the clients’
investments. SFG strategies sometimes use municipal bond funds with an IRA or
other tax qualified or tax deferred accounts, thus negating the tax free income benefit
of these investments.

SFG uses mainly mutual funds in our asset management strategies. Some strategies
may also contain mutual funds and/or exchange traded funds (“ETFs”). SFG’s
strategies at variable annuity platforms will use subaccounts available at each company.
With all mutual funds, ETFs, and subaccounts the value of your investment could
decline so you could lose money. Mutual funds, ETFs, and subaccounts are subject to
the general risks associated with the markets and securities in which they invest,
including the risk that the value of a portfolio may be impacted gradually or sharply by
general conditions of the market, changes in interest rates, or the performance of an
individual company, industry, or economy. Investment return and account values may
fluctuate so that shares, when redeemed, may be worth more or less than their original
cost.

All investment strategies have certain risks that are borne by the investor. Investors
tace the following investment risks, depending on the type of investments they own:

e Interest-rate Risk: Fluctuations in interest rates may cause investment prices to
fluctuate. For example, historically when interest rates rise, yields on existing bonds
become less attractive, causing their market values to decline.

e Market Risk: The price of a security, bond, or mutual fund may drop in reaction to
tangible and intangible events and conditions. This type of risk is caused by
external factors independent of a security’s particular underlying circumstances. For
example, political, economic and social conditions may trigger market events.

e Inflation Risk: When any type of inflation is present, a dollar today will not buy as
much as a dollar next year, because purchasing power is eroding at the rate of
inflation.

e Currency Risk: Overseas investments are subject to fluctuations in the value of the
dollar against the currency of the investment’s originating country. This is also
referred to as exchange rate risk.

e Reinvestment Risk: This is the risk that future proceeds from investments may have
to be reinvested at a potentially lower rate of return (ie. interest rate). This
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primarily relates to fixed income securities.

Disciplinary Information

In October of 2012, the Securities and Exchange Commission (“SEC”) conducted an
examination of our Firm. That examination identified certain deficiencies relating to
certain former versions of this document, our Brochure. The Brochure is required to be
filed with the SEC and updated at least annually, as well as given to our clients and
prospective clients at the beginning of the adviser-client relationship. The Brochure must
contain certain information about our Firm, including information regarding any material
relationships we have with third parties that may create conflicts of interest. The SEC
examination concluded that the Firm did not make proper disclosure to clients and
prospective clients of the Firm’s arrangement with a third-party custodian, Fidelity, from
which the Firm received payments for providing custodial support services such as
facilitating asset transfers, updating client information, handling client inquiries, and
assisting clients with paperwork, to name a few.

On January 13, 2015, with the consent of the Firm and its President, Jeff Shelton, the SEC
entered an Order Instituting Administrative Proceedings against the Firm and Mr. Shelton.
The Firm and Mr. Shelton consented to the Order without admitting or denying the
tindings contained therein, except as to the jurisdiction of the SEC.

Although the arrangement between the Firm and Fidelity was and is permissible, the Firm
was required to disclose to its clients and prospective clients not only that the Firm was
receiving payments from Fidelity, but also the conflict of interest the arrangement created.
The order found that the Firm initially negligently failed to disclose the arrangement and
the resulting conflict of interest, and when the Firm later did so, it negligently failed to
describe the arrangement and the conflict adequately. The order did not find that the Firm
or Mr. Shelton acted intentionally.

The order found that the Firm and Mr. Shelton violated Sections 206(2) and 207 of the
Investment Advisers Act of 1940 and that Mr. Shelton caused the Firm to violate Section
206(4) of the Investment Advisers Act and Rule 206(4)-7 adopted under the same act. The
order imposed civil penalties against the Firm and Mr. Shelton in the amount of §70,000
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and required them to pay $99,114.19, plus interest of $20,952.91, in disgorgement. The
order also censured the Firm and Mr. Shelton and required the Firm to commit to several

undertakings relating to compliance.

In April 2014 the Firm made enhanced disclosures of the Fidelity arrangement in the
Brochure, and the present Brochure contains disclosures and discussions of the
arrangement in the sections titled “Fees and Compensation” and “Brokerage Practices”.
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Other Financial Industry Activities and Affiliations

Some investment adviser representatives of SFG are also registered representatives of a
broker-dealer, Comprehensive Asset Management & Servicing, Inc. (“CAMAS”). In
addition, some of SFG’s support staff are non-producing registered representatives of
CAMAS. SFG is independent of CAMAS. This presents a conflict of interest in that
SFG’s representatives have an incentive to recommend one product over another based
on what they receive as compensation, rather than on the clients’ needs. SFG’s general
asset management practice is to use no transaction fee, load waived A share, no-load, or
institutional class mutual funds in our advisory accounts. If the client has enough assets to
meet our minimum account size of $30,000, they may choose to use our asset management
services, based on their suitability profile. Generally, commission-based products sold
through CAMAS will be recommended and purchased in those accounts that fall below
our minimum account requirement, or in other situations where said products are
consistent with the needs of the clients.

SFG is also an insurance agency licensed with the state of Indiana. Some investment
adviser representatives of SFG, as well as some other staff members, are licensed
insurance agents, selling insurance products including life insurance, long term care
insurance, equity-indexed annuities, and fixed annuities through SFG. SFG and the
writing agent receive commissions for the sale of insurance products. This creates a
conflict of interest in that the representative may recommend insurance products with
higher commissions than other securities products. However, the client is able to purchase
insurance products through SFG or through another agent/agency of their choice.

18




Code of Ethics, Participation or Interest in Client Transactions and Personal
Trading

SFG has adopted a Code of Ethics related to such matters as insider trading, personal
securities trading, gifts and confidentiality of client information. All employees of SFG are
annually required to sign an acknowledgment that they received a copy of and will comply
with the guidelines set forth in the Code of Ethics. Clients may request a copy of SFG’s
Code of Ethics.

SFG and its employees may buy or sell securities identical to those securities
recommended to clients. Therefore, SFG and its employees may have an interest or
position in certain securities that are also recommended and bought or sold to clients.
SFG and its employees’ accounts are treated the same as any other client account. The
representative chooses an SFG managed strategy, containing the same mutual funds,
ETFs, or subaccounts as any other client using that same strategy. SFG and its employees
will not put their interests before a client’s interest. Employees may not trade ahead of
their clients or trade in such a way to obtain a better price for themselves than for their
clients. SFG is required to maintain a list of all securities holdings for its associated
persons.  Further, associated persons are prohibited from trading on non-public
information or sharing such information. Clients have the right to decline any investment
recommendation. SFG and its associated persons are required to conduct their securities
and investment advisory business in accordance with all applicable Federal and State
securities regulations.

SFG complies with the Insider Trading and Securities Fraud Enforcement Act of 1988 and
has adopted a firm policy that outlines insider-trading compliance. The statement has
been distributed to all advisory representatives, associated persons, and employees. SFG
monitors the trading activities of its employees by reviewing quartetly statements of
transactions in personal securities accounts for all employees, if applicable.
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Brokerage Practices

A. Brokerage- Generally

In general SFG recommends that clients custody their assets and effect their trades
through Fidelity Institutional Wealth Services (“Fidelity”), Trust Company of America
(“TCA”), or Jefferson National (for variable annuity products). Factors SFG considers in
recommending Fidelity or TCA or any other broker-dealer to clients include their
respective financial strength, reputation, execution, pricing, research, and service. Fidelity
and TCA enable SFG to obtain many mutual funds without transaction charges and other

securities at nominal transaction charges.

Some IARs of SFG are also Registered Representatives of Comprehensive Asset
Management and Servicing, Inc. (“CAMAS”), a broker-dealer. CAMAS is not affiliated
with SFG and assumes no responsibility for SFG’s investment advisory activities. If an
IAR of SFG recommends that a client open a mutual fund account outside of the SFG
asset management strategies, it will be a broker-dealer account through CAMAS. The
registered rep may use any mutual fund company with which CAMAS has a selling

agreement.

For accounts that are actively managed by SFG’s asset management strategies, the client
has the choice of Fidelity, Trust Company of America, or Jefferson National (for variable
annuity products). This creates a potential conflict of interest in that SFG may benefit
from placing a client’s assets at a certain custodian in the form of research or payment for
other services provided. The IAR together with the client will decide which of the above
custodians they will choose for their SFG managed account. Clients should be aware that
expenses may differ — higher or lower - at each custodian. The client retains the authority

to select the broker/dealer and/or custodian from among the ones recommended by SFG.

Advisory representatives of SFG who are registered representatives of a broker/dealer
must comply with FINRA’s rules that will restrict registered representatives from
conducting transactions away from their broker/dealer without the expressed written
consent of the broker/dealer for supetrvisory reasons. This means that no such
representative may offer clients an investment-related product or service except as

specifically approved by CAMAS. When investment products are recommended to SFG
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clients that are sold through CAMAS, a conflict of interest exists in that our investment
adviser representatives may earn commission on those investment products. See “Advisory
Business,” subsection G, above and “Other Financial Industry Affiliations,” above.

B. Soft Dollars

1. General Soft Dollars

Although SFG has not entered into any formal soft-dollar arrangements, SFG receives
from various broker-dealers, without cost to SFG, computer software and related systems
support, which allow SFG to better monitor client accounts maintained at that custodian.
SFG receives the software and related support without cost because SFG renders
investment management services to clients that, in the aggregate, maintain a certain level of
assets at the various broker-dealers. Specifically, SFG receives the following benefits:
receipt of duplicate client confirmations and bundled duplicate statements, access to an
electronic communication network for client order entry and account information and
discounts for the purchase of software.

From time to time, custodians, fund companies, and other vendors provide paid travel
expenses, including hotels, meals, and transportation. This is generally for understanding
the funds we consider and due diligence performed in relation to the services these
companies provide to us and ultimately our clients.

2. Fidelity

SFG has entered into an Investment Advisor Custodial Support Services Agreement with
Fidelity by which SFG has agreed to provide to Fidelity certain back office, administrative,
custodial support and clerical services and in consideration for these services, Fidelity has
agreed to pay SFG a fee on specified assets — namely no transaction fee (NTF) mutual
fund assets (other than Fidelity mutual funds) in custody with Fidelity and held in all non-
IRA accounts. The fee is equal to 0.15 percent of the average daily balance invested in
NTF mutual funds other than Fidelity funds. The services that SFG has agreed to provide
include the following: clerical and ministerial assistance in opening client accounts, clerical
and ministerial assistance in maintaining client accounts and facilitating asset transfers and
money movement directed by a client, clerical and ministerial assistance in reconciling and
assisting in updating of client account information, clerical and ministerial assistance in
connection with customer inquiries and account information research, clerical and
ministerial assistance to clients in connection with the use of brokerage services such as
periodic investment plans, periodic withdrawal plans, and check writing privileges,
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promptly notifying Fidelity in writing of any written customer complaint relating to
Fidelity’s services and other shareholder services as the parties may agree in writing from
time to time. This arrangement creates a conflict of interest in that SFG may benefit from

recommending Fidelity as a custodian of the client’s assets.

The Custodial Support Services Agreement also creates a conflict of interest with respect
to the investments selected for client accounts. See the section above titled “Fees and
Compensation,” for a discussion of this conflict and how it is addressed by SFG.

3. Trust Company of America

SFG has also entered into an agreement with Trust Company of America (TCA). SFG
uses the services of Trust Company of America as one of the custodians that SFG may
recommend to our clients. Trust Company of America offers institutional custody, trading
and other services for registered investment advisors and their clients. All equity trade
executions for Trust Company of America accounts will clear through ConvergEx Group,
LLC. As part of this service Trust Company of America provides advisor with software
and services to help manage the assets in client accounts as well as to assist in monitoring
and servicing the accounts. Trust Company of America also may provide services that
assist Advisor in managing and develop our business as well as arrange for such assistance
by third parties. These services may be provided at no or reduced costs to advisor as part
of our business relationship with Trust Company of America.

TCA has established a client reporting fund to assist SFG in its growth strategy. TCA will
annually fund $13,000 to be used for client reporting in each year that SFG’s aggregate
assets at TCA are greater than $85,000,000. TCA offers an additional $4,000 in the client
reporting fund if/when SFG reaches $125,000,000 in assets under management at TCA.
This fund will be available on an annual basis as long as SFG maintains aggregate assets
under custody at TCA in the amount of $125,000,000 or greater. Meeting these
benchmarks of assets under custody at TCA provides SFG with direct financial benefit.
Clients should be aware that the receipt of economic benefits by Advisor or its related
persons in and of itself creates a conflict of interest and may indirectly influence the
Advisor’s recommendations relating to custody services. The benefits received under this
agreement are used to benefit all clients and not just those clients maintaining accounts at

one of the custodians SFG recommends.

Increasing the amount of assets under custody at TCA also provides SFG clients with a

22




reduced annual asset fee for their assets held at TCA. As part of the agreement, when

SFG reaches assets under management benchmarks at TCA, TCA has agreed to reduce the
maximum custodian charge to clients maintaining accounts at TCA. Currently, as long as
SFG maintains $50,000,000 or more in assets at TCA, then TCA’s custodian fee is reduced
trom .24% to .22%.Currently, as long as SFG maintains at least 85% of SFG’s total assets
under management with TCA in no-transaction fee (NTF) mutual funds, then TCA’s
custodian fee is waived. If at any time SFG maintains $100,000,000 or more in assets at
TCA, the custodian fee will be waived as long as SFG maintains at least 80% of its total
assets under management with TCA in no-transaction fee (NTF) mutual funds. This fee
reduction benefits SFG’s clients. Finally, TCA has historically reimbursed any SFG client
up to §75 per account for moving their accounts to TCA from Fidelity. We anticipate that
this client benefit will continue during the present year.

Although these incentives could create a conflict of interest by influencing the custodian
SFG recommends or recommending that clients invest in NTF funds, as part of its
tiduciary duties to clients, SFG endeavors at all times to put the interests of its clients first.

C. Block Trading
SFG’s investment strategies use mutual funds and/or exchange traded funds (“ETFs”).

Trades are placed as the orders are received. SFG’s quarterly trade for all strategies for
which a change is determined is done in block trading as offered by the software used at
each custodian. For mutual funds traded, pricing happens at the end of the day. For
ETFs traded in block, the software averages the prices among all clients participating in
the trade.

D. Trade Errors
SFG may resolve a trade error made by SFG in one of two ways. If the custodian has the

capability of reordering the trade correctly, SFG will use that too. If that process results in
a loss, the custodian will draw the amount of the loss from an SFG account. If that
process results in a gain, the custodian will either retain the gain or place it in an SFG error
account. Any gains transferred to the SFG error account will be distributed to a charity.
Alternatively, SFG may analyze the gain or loss to the client internally. In this case, if
there is a gain SFG will leave the gain in the client account. If there is a loss, SFG will
make the client account whole by refunding as soon as possible. In some cases, it may be
faster to credit the client’s future advisory fees for the amount of the loss. In the event the

custodian makes a trade error, SFG will work with the custodian’s trade error resolution

23




team on behalf of the client. In all cases, SFG will notify the client of the trade error and
its resolution. In no case will SFG profit from a trade error of SFG or that of a custodian.

E. Brokerage for Client Referrals

SFG routinely recommends that clients use one of the following custodians: Fidelity, Trust
Company of America (“TCA”), or Jefferson National. SFG recommends a Custodian to
take possession of the cash, securities and other assets in the Account(s). SFG has no
access to the assets in the accounts or to the income produced. By completing an
application with the Custodian, Client directs that transactions for the Account be
executed through the Custodian, or if the Custodian is not a broker-dealer, then through
the broker-dealer designated by the Custodian, which is among one or more
recommended by Adviser. SFG is not required to effect any transaction through the
Broker if SFG reasonably believes that to do so may result in a breach of its duties as a
fiduciary. By instructing SFG to execute all transactions on behalf of the Account through
the Broker, a disparity may exist between the commissions borne by the Account and the

commissions borne by SFG’s other clients that do not direct Adviser to use the same
Broker.

Client should be aware that SFG only has a limited number of approved relationships with
brokers and/or other custodians, and only recommends those custodians with whom it
has relationships to its clients. In determining which custodians SFG will approve, SFG
routinely reviews the pricing, fund availability, and flexibility of trading software of various
custodians to ensure the custodians we offer to clients are reasonable options. This
process is intended to assure that the custodians offered to our clients provide a
reasonable cost, as well as the funds and trading flexibility required by our active asset
management, as dictated by the portfolio management team. Pricing is a negligible factor
in selecting a custodian due to our almost exclusive use of NTF mutual funds.

Clients should also be aware that SFG does not actively seek better commission rates or
execution on a trade-by-trade basis; and that by instructing SFG to execute all transactions
on behalf of the Account through the Broker, Client may not necessarily obtain
commission rates and execution as favorable as those that would be obtained if SFG were
able to place transactions with other brokers or dealers. Client may also forego benefits
that SFG may be able to obtain for its other clients through, for example, negotiating
volume discounts or block trades.

Not all advisers require or recommend directed brokerage. We have economic
relationships with both Fidelity and TCA that create conflicts of interest, as described in
this same section above.
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Clients should be advised that the practices described above may lead to SFG being unable
to achieve most favorable execution of client transactions, and that these practices may
cost clients more money.

Not all investment advisers require ot have a limited arrangement with the broker/dealers.
Having a limited arrangement may result in costs to the client being higher or lower than if
the client could select any brother/dealer outside of SFG’s arrangements.
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Review of Accounts

A. Review

A properly licensed representative will attempt to meet with all asset management clients at
least annually to review their investment portfolio and to see if there has been a material
change in the client’s goals, objectives, or risk profile.

Reviews with clients are conducted by investment adviser representatives of SFG, referred
to as Planners or Financial Advisors. Planners provide the client with current account
information. They also discuss other investment options as necessary or as requested by
the client. SFG has a procedure in place to monitor the annual review process. Fee plans
are updated whenever requested by the client. The appropriate SFG representative will
collect updated information and present an updated plan to the client.

B. Reports

Clients serviced by an investment adviser representative of SFG are given an aggregated
account balance report of their accounts managed by SFG. In some cases, the report may
also include accounts that are purchased through CAMAS, a broker-dealer, and are not
advisory accounts. SFG uses IAS, an account aggregation software to produce these
reports. SFG also provides a box chart report, a summary of the account reflecting values
as of key dates and any deposits, withdrawals, and other activity in the account. Box charts
are produced by SFG staff. Clients also receive statements on their accounts directly from
the custodian holding their assets at least quarterly, sometimes monthly.

Clients are urged to compare the reports provided by SFG with those provided by the
custodian.
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Client Referrals and Other Compensation

A. Fidelity

SFG has entered into an Investment Advisor Custodial Support Services Agreement with
Fidelity by which SFG has agreed to provide to Fidelity certain back office, administrative,
custodial support and clerical services and in consideration for these services, Fidelity has
agreed to pay SFG a fee on specified assets — namely no transaction fee (NTF) mutual
fund assets (other than Fidelity mutual funds) in custody with Fidelity and held in non-
IRA accounts. The fee is 0.15 percent of dollars invested in NTF mutual funds other than
Fidelity funds.

This arrangement creates a conflict of interest for SFG in that SFG has a financial
incentive to use NTF mutual funds for which we receive additional compensation. This
has the potential to influence SFG’s strategy building decisions when deciding which funds
to use. In addition, it creates an incentive for SFG to encourage its clients to select
Fidelity as custodian and/or executing broket, due to the financial incentive. The
arrangement is more fully described in the sections above titled “Fees and Compensation,”
“Directed Brokerage”.

B. Trust Company of America

SFG has also entered into an agreement with Trust Company of America (TCA). SFG
uses the services of Trust Company of America as one of the custodians that SFG may
recommend to our clients. Trust Company of America offers institutional custody, trading
and other services for registered investment advisors and their clients. All equity trade
executions for Trust Company of America accounts will clear through ConvergBEx Group,
LLC. As part of this service Trust Company of America provides advisor with software
and services to help manage the assets in client accounts as well as to assist in monitoring
and servicing the accounts. Trust Company of America also may provide services that
assist Advisor in managing and develop our business as well as arrange for such assistance
by third parties. These services may be provided at no or reduced costs to advisor as part
of our business relationship with Trust Company of America.

TCA has established a client reporting fund to assist SFG in its growth strategy. TCA will
annually fund $13,000 to be used for client reporting in each year that SFG’s aggregate
assets at TCA are greater than $85,000,000. TCA offers an additional $4,000 in the client
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reporting fund if/when SFG reaches $125,000,000 in assets under management at TCA.
This fund will be available on an annual basis as long as SFG maintains aggregate assets
under custody at TCA in the amount of $125,000,000 or greater. Meeting these
benchmarks of assets under custody at TCA provides SFG with direct financial benefit.
Clients should be aware that the receipt of economic benefits by Advisor or its related
persons in and of itself creates a conflict of interest and may indirectly influence the
Advisor’s recommendations relating to custody services. The benefits received under this
agreement are used to benefit all clients and not just those clients maintaining accounts at

one of the custodians SFG recommends.

Increasing the amount of assets under custody at TCA also provides SFG clients with a
reduced annual asset fee for their assets held at TCA. As part of the agreement, when

SFG reaches assets under management benchmarks at TCA, TCA has agreed to reduce the
maximum custodian charge to clients maintaining accounts at TCA. Currently, as long as
SFG maintains $50,000,000 or more in assets at TCA, then TCA’s custodian fee is reduced
trom .24% to .22%.Currently, as long as SFG maintains at least 85% of SFG’s total assets
under management with TCA in no-transaction fee (NTF) mutual funds, then TCA’s
custodian fee is waived. If at any time SFG maintains $100,000,000 or more in assets at
TCA, the custodian fee will be waived as long as SFG maintains at least 80% of its total
assets under management with TCA in no-transaction fee (NTF) mutual funds. This fee
reduction benefits SFG’s clients. Finally, TCA will reimburse any client up to $75 per
account for moving their accounts to TCA from Fidelity during 2015.

Although these incentives could create a conflict of interest by influencing the custodian
SFG recommends or recommending that clients invest in NTF funds, as part of its
fiduciary duties to clients, Advisor endeavors at all times to put the interests of its clients
first.

C. Other

SFG receives from various broker-dealers, without cost to SFG, computer software and
related systems support, which allow SFG to better monitor client accounts maintained at
that custodian. SFG receive the software and related support without cost because SFG
renders investment management services to clients that, in the aggregate, maintain a
certain level of assets at the various broker-dealers. Specifically, SFG receives the following
benefits: receipt of duplicate client confirmations and bundled duplicate statements,
access to an electronic communication network for client order entry and account
information and discounts for the purchase of software.
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D. Ossian State Bank

SFG receives client referrals from and/or provides client referrals to Ossian State Bank.
SFG does not pay or receive any compensation in connection with such referrals.
However, Ossian State Bank may compensate its employees for various referrals, including
referrals to SFG. Although SFG has no influence or control over the bank’s referral
arrangements with the bank’s employees, prospective clients referred to SFG by Ossian
State Bank’s employees should understand that such referrals may be, at least in part,
motivated by financial gain and not entirely unbiased.
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Custody

SFG has custody of client funds only to the extent that SFG debits clients’ accounts for
our asset management fee. Clients receive at least quarterly, sometimes monthly,
statements directly from the custodian holding their assets and should carefully review
those statements. SFG, from time to time, provides account information to clients in the

form of an aggregated account balance report produced using IAS and a box chart report
produced by SFG staff.

SFG urges its clients to compare the account statements they receive from the qualified
custodian with those reports they receive from SFG.
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Investment Discretion

Asset management clients provide SFG with discretionary authority to determine the
funds to buy or sell in their accounts according to our Client Engagement Agreement or
Advisory Agreement executed by the client and SFG. SFG does not accept discretionary
authority to choose the broker, dealer, or commissions to be paid. All trades will be
effected through the designated custodian/broker as recommended by SFG and selected
by the client. Clients are able to place reasonable restrictions on the management of their
accounts either at the time of opening the account or subsequently, in writing.
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Voting Client Securities

SFG does not vote client proxies. Clients will receive any proxies directly from the fund
company. It is the client’s responsibility to vote his/her proxies. SFG does not assist
clients with this process. Clients may request a copy of SFG’s proxy voting policy.
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Financial Information

Neither the Advisor nor any of its principals has ever filed a bankruptcy petition and have
no financial information to report. Nor do any of them have any financial condition
which would be reasonably likely to impair their ability to meet contractual commitments.
Finally, SFG does not accept more than $1,200 more than six months in advance.
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What Does Shelton Financial Group (“Adviser”) Do with Your Personal Information?

Financial companies choose how they share your personal information. Federal law gives
consumers the right to limit some but not all sharing. Federal law also requires us to tell you
how we collect, share, and protect your personal information. Please read this notice carefully to
understand what we do.

The types of personal information we collect and share depend on the product or service you
have with us. This information can include:

Social Security Number, identity information, address, telephone number, e-mail address,
brokerage accounts and account holdings, balances, financial and family background, security
transactions and investment objectives, net worth, income, and fee payment history.

When you are no longer our customer, we continue to share your information as described in this
notice.

All financial companies need to share client personal information to run their everyday

business. In the section below, we list the reasons financial companies can share their

client personal information, the reasons Adviser chooses to share, and whether you can limit this
sharing.

For our everyday business purposes—

such as to process your transactions, maintain

your account(s), respond to court orders and legal YES NO
investigations, or report to credit bureaus

For our marketing purposes—
to offer our products and services to you YES NO

For joint marketing with other financial companies NO N/A

For our affiliates’ everyday business purposes—
information about your transactions and experiences N/A N/A

For our affiliates’ everyday business purposes—
information about your creditworthiness N/A N/A

For nonaffiliates to market to you NO N/A

Questions?  Call(260) 436-7006



Who is providing this notice? Shelton Financial Group (“Adviser”)

How does Adviser protect my personal  To protect your personal information from unauthorized access and

information? use, we use security measures that comply with federal law. These
measures include computer safeguards and secured files and
buildings.

We restrict access to your non-public information to those employees and
vendors who need to know that information to service your account.

How does Adviser collect my personal e collect your personal information, for example, when you:
information?
sign our advisory agreement, open a brokerage/custodial account, communicate
with us, purchase or sell securities, deposit or withdraw funds, provide or update
your investment profile, instruct your broker, custodian or bank to forward your
statements to us or grant us access to your statements.

Why can’t | limit all sharing? Federal law gives you the right to limit only

sharing for affiliates’ everyday business purposes—information about your
creditworthiness

affiliates from using your information to market to you

sharing for non-affiliates to market to you

State laws and individual companies may give you additional rights to
limit sharing.

Affiliates Companies related by common ownership or control. They can be
financial and nonfinancial companies.

We do not have any affiliates.

Nonaffiliates Companies not related by common ownership or control. They can be
financial and nonfinancial companies.

We will not share your information with any nonaffiliates unless such
sharing is necessary to service your account or is required by law.

Joint marketing A formal agreement between nonaffiliated financial companies that
together market financial products or services to you.

We have not entered into any joint marketing agreements.

Adviser considers the protection of your privacy to be an issue of utmost importance. We will send all existing
clients an updated Privacy Notice on an annual basis.

Revised 12/2015
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Formal Edncation after High School:
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e Shelton Financial Group, Inc., President, 03/1996 to present
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Disciplinary Information

In October of 2012, the Securities and Exchange Commission (“SEC”) conducted an
examination of our Firm. That examination identified certain deficiencies relating to
certain former versions of this document, our Brochure. The Brochure is required to be
filed with the SEC and updated at least annually, as well as given to our clients and
prospective clients at the beginning of the adviser-client relationship. The Brochure must
contain certain information about our Firm, including information regarding any material
relationships we have with third parties that may create conflicts of interest. The SEC
examination concluded that the Firm did not make proper disclosure to clients and
prospective clients of the Firm’s arrangement with a third-party custodian, Fidelity, from

which the Firm received payments for providing custodial support services such as

facilitating asset transfers, updating client information, handling client inquiries, and

assisting clients with paperwork, to name a few.

On January 13, 2015, with the consent of the Firm and its President, Jeff Shelton, the SEC
entered an Order Instituting Administrative Proceedings against the Firm and Mr. Shelton.
The Firm and Mr. Shelton consented to the Order without admitting or denying the
tindings contained therein, except as to the jurisdiction of the SEC.

Although the arrangement between the Firm and Fidelity was and is permissible, the Firm
was required to disclose to its clients and prospective clients not only that the Firm was
receiving payments from Fidelity, but also the conflict of interest the arrangement created.
The order found that the Firm initially negligently failed to disclose the arrangement and
the resulting conflict of interest, and when the Firm later did so, it negligently failed to
describe the arrangement and the conflict adequately. The order did not find that the Firm
or Mr. Shelton acted intentionally.

The order found that the Firm and Mr. Shelton violated Sections 206(2) and 207 of the
Investment Advisers Act of 1940 and that Mr. Shelton caused the Firm to violate Section
206(4) of the Investment Advisers Act and Rule 206(4)-7 adopted under the same act. The
order imposed civil penalties against the Firm and Mr. Shelton in the amount of $70,000
and required them to pay $99,114.19, plus interest of $20,952.91, in disgorgement. The
order also censured the Firm and Mr. Shelton and required the Firm to commit to several
undertakings relating to compliance.
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In April 2014 the Firm made enhanced disclosures of the Fidelity arrangement in the
Brochure, and the present Brochure contains disclosures and discussions of the

arrangement in the sections titled “Fees and Compensation” and “Brokerage Practices”.
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Other Business Activities

Jetfrey Shelton is a registered representative of Comprehensive Asset Management &
Servicing, Inc. (“CAMAS”) and may sell securities through them. This creates a conflict of
interest in that Jeffrey could sell securities through CAMAS and earn commissions when a
fee-based managed account may be more suitable. If the client has enough assets to meet
our minimum account size of $30,000, they may choose to use our asset management
services, based on their suitability profile. Jetfrey Shelton typically receives trail fees from
the sale of mutual funds. This may give him incentive to recommend products based on
compensation received over client needs.

In addition, as owner of SFG Jeftrey receives a portion of all broker-dealer commissions
generated by other representatives of SFG.

SFG is also an insurance agency licensed with the state of Indiana. Jeffrey is a licensed
insurance agent, selling insurance products including life insurance, long term care
insurance, and fixed annuities through SFG. SFG and Jeffrey receive commissions for the
sale of insurance products. This creates a conflict of interest in that it may influence the
recommendation made by Jeffrey to the client. However, the client is able to purchase
insurance products through SFG or through another agent/agency of their choice.
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Additional Compensation

SFG and Jeffrey receive from various broker-dealers, without cost to SFG or Jeffrey,
computer software and related systems support, which allow SFG and Jeffrey to better
monitor client accounts maintained at that custodian. SFG and Jeffrey receive the software
and related support without cost because SFG renders investment management services to
clients that, in the aggregate, maintain a certain level of assets at the various broker-dealers.

Specifically, SFG and Jeffrey receive the following benefits: receipt of duplicate client
confirmations and bundled duplicate statements, access to an electronic communication

network for client order entry and account information and discounts for the purchase of
software.
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Supervision

Jetfrey Shelton, as an investment adviser representative of SFG, is supervised by SFG’s
Chief Compliance Officer, Jason E. White, 260-436-7006. All new business is reviewed by
the CCO prior to processing to review what action is being taken and suitability of the

transaction.
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Al Lindsten

Shelton Financial Group, Inc.

7617 West Jefferson Boulevard
260-436-7006

7/1/2016

FORM ADV PART 2B
BROCHURE SUPPLEMENT

This brochure supplement provides information about Al Lindsten that supplements the Shelton
Financial Group, Inc. brochure. You should have received a copy of that brochure. Please contact
Jason White at (260) 436-7006 or at jasonwhite@sheltonfinancial.net if you did not receive Shelton
Financial Group's brochure or if you have any questions about the contents of this supplement.

Additional information about Al Lindsten is available on the SEC’s website at
www.adviserinfo.sec.qov.

©2010 National Compliance Services 800-800-3204



http://www.adviserinfo.sec.gov/
mailto:jasonwhite@sheltonfinancial.net

Al Lindsten CRD No: 5202905
Form ADV Part 2B IARD No.: 123318

Brochure Supplement 7/1/2016

Table of Contents

Educational Background and Business EXperience...................ccccevvvuvveeevviisessssssnnnns 1
Disciplinary INfOrmation....................oooueevivieveriiiiieeiisieterisssiresssssssesesssssssessssssssaees 2
Other BUSINESS ACHVILIES ..........uueeeueeeieeeiiiiiiiieiiteictte sttt s sstsssssse s ssass s sansssses 3
Additional COMPENSALION ..........cccceeeeeereeiiirieecesssereeeeesssesesssssssessssssssssssssssssssssssssssssns 4
SUPECIVISION c......eeeeiieeeieeccccsiettittssseccsssssesstssssssssssssssssssssssssssssssnsssssssssssssssssnssssssssss 5

©2010 National Compliance Services 800-800-3204




Al Lindsten CRD No: 5202905
Form ADV Part 2B

IARD No.: 123318
Brochure Supplement 7/1/2016

Educational Background and Business Experience

Al Lindsten
Year of Birth: 1954
Formal Edncation after High School:

e Wheaton College, B.A. Degree, Economics, 1977

e Northwestern University, M.B.A., Finance & Accounting, 1985
Business Background for the Previous Five Y ears:

e Shelton Financial Group, Inc., Planner, 02/2007 to present
e cfd Investments, Representative, 02/2006 to 02/2007

Certifications:
e Certified Financial Planner®, CFP®
The CFP® designation requires a bachelot’s degree or higher from an accredited
college or university, plus additional college-level program of study in personal
tinancial planning, passing examinations, three years of professional experience in

the financial planning process, and agreeing to adhere to the CFP board’s Standards
of Professional Conduct.
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Disciplinary Information

Al Lindsten has no disciplinary information to report.
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Other Business Activities

Al Lindsten is a registered representative of Comprehensive Asset Management &
Servicing, Inc. (“CAMAS”) and may sell securities through them. This creates a conflict of
interest in that Al could sell securities through CAMAS and earn commissions when a fee-
based managed account may be more suitable. If the client has enough assets to meet our
minimum account size of $30,000, they may choose to use our asset management services,
based on their suitability profile. Al Lindsten may receive trail fees from the sale of mutual

funds. This may give him incentive to recommend products based on compensation
received over client needs.

SFG is also an insurance agency licensed with the state of Indiana. Al is a licensed
insurance agent, selling insurance products including life insurance, long term care
insurance, and fixed annuities through SFG. SFG and Al receive commissions for the sale
of insurance products. This creates a conflict of interest in that it may influence the
recommendation made by Al to the client. However, the client is able to purchase
insurance products through SFG or through another agent/agency of their choice.
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Additional Compensation

SFG and Al receive from various broker-dealers, without cost to SFG or Al, computer
software and related systems support, which allow SFG and Al to better monitor client
accounts maintained at that custodian. SFG and Al receive the software and related
support without cost because SFG renders investment management services to clients
that, in the aggregate, maintain a certain level of assets at the various broker-dealers.
Specifically, SFG and Al receive the following benefits: receipt of duplicate client
confirmations and bundled duplicate statements, access to an electronic
communication network for client order entry and account information and discounts
for the purchase of software.
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Supervision

Al Lindsten, as an investment adviser representative of SFG, is supervised by SFG’s Chief
Compliance Officer, Jason E. White, 260-436-7006. All new business is reviewed by the

CCO prior to processing to review what action is being taken and suitability of the
transaction.
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Brian L. Nieuwlandt

Shelton Financial Group, Inc.

7617 West Jefferson Boulevard, Fort Wayne, IN 46804
260-436-7006

7/1/2016

FORM ADV PART 2B
BROCHURE SUPPLEMENT

This brochure supplement provides information about Brian L. Nieuwlandt that supplements the
Shelton Financial Group, Inc. brochure. You should have received a copy of that brochure. Please
contact Jason White at (260) 436-7006 or at jasonwhite@sheltonfinancial.net if you did not receive
Shelton Financial Group's brochure or if you have any questions about the contents of this
supplement.

Additional information about Brian L. Nieuwlandt is available on the SEC’s website at
www.adviserinfo.sec.qov.

©2010 National Compliance Services 800-800-3204



http://www.adviserinfo.sec.gov/
mailto:jasonwhite@sheltonfinancial.net

Brian L. Nieuwlandt CRD No: 5247006
Form ADV Part 2B IARD No.: 123318

Brochure Supplement 7/1/2016

Table of Contents

Educational Background and Business EXperience...................ccccevvvuvveeevviisessssssnnnns 1
Disciplinary INfOrmation....................oooueevivieveriiiiieeiisieterisssiresssssssesesssssssessssssssaees 2
Other BUSINESS ACHVILIES ..........uueeeueeeieeeiiiiiiiieiiteictte sttt s sstsssssse s ssass s sansssses 3
Additional COMPENSALION ..........cccceeeeeereeiiirieecesssereeeeesssesesssssssessssssssssssssssssssssssssssssns 4
SUPECIVISION c......eeeeeeeeeieccecscieittttsssecessssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssssssssss 5

©2010 National Compliance Services 800-800-3204




Brian L. Nieuwlandt CRD No: 5247006
Form ADV Part 2B IARD No.: 123318
Brochure Supplement 7/1/2016

Educational Background and Business Experience

Brian Nieuwlandt
Year of Birth: 1966
Formal Education after High School:
e None
Business Background for the Previous Five Years:
e Shelton Financial Group, Inc., Planner, 08/2010 to present

e PES Investments, Representative, 07/2006 to 08/2010

Certifications:
e Retirement Income Certified Professional®, RICP®

The RICP® designation requires completing three courses — Retirement Income Process, Strategies &
Solutions; Sources of Retirement Income; and Managing the Retirement Income Plan —and passing an
examination over each course.
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Disciplinary Information

Brian Nieuwlandt has no disciplinary information to report.
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Other Business Activities

Brian Nieuwlandt is a registered representative of Comprehensive Asset Management &
Servicing, Inc. (“CAMAS”) and may sell securities through them. This creates a conflict of
interest in that Brian could sell securities through CAMAS and earn commissions when a
tee-based managed account may be more suitable. If the client has enough assets to meet
our minimum account size of $30,000, they may choose to use our asset management
services, based on their suitability profile. Brian Nieuwlandt typically receives trail fees
trom the sale of mutual funds. This may give him incentive to recommend products based
on compensation received over client needs.

SFG is also an insurance agency licensed with the state of Indiana. Brian is a licensed
insurance agent, selling insurance products including life insurance, long term care
insurance, and fixed annuities through SFG. SFG and Brian receive commissions for the
sale of insurance products. This creates a conflict of interest in that it may influence the
recommendation made by Brian to the client. However, the client is able to purchase
insurance products through SFG or through another agent/agency of their choice.
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Additional Compensation

SFG and Brian receive from various broker-dealers, without cost to SFG or Brian, computer
software and related systems support, which allow SFG and Brian to better monitor client
accounts maintained at that custodian. SFG and Brian receive the software and related
support without cost because SFG renders investment management services to clients that,

in the aggregate, maintain a certain level of assets at the various broker-dealers. Specifically,
SFG and Brian receive the following benefits: receipt of duplicate client confirmations and
bundled duplicate statements, access to an electronic communication network for client
order entry and account information and discounts for the purchase of software.
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Supervision

Brian Nieuwlandt, as an investment adviser representative of SFG, is supervised by SFG’s
Chief Compliance Officer, Jason E. White, 260-436-7006. All new business is reviewed by

the CCO prior to processing to review what action is being taken and suitability of the

transaction.
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John J. Caffray

Shelton Financial Group, Inc.

7617 West Jefferson Boulevard, Fort Wayne, IN 46804
260-436-7006

7/1/2016

FORM ADV PART 2B
BROCHURE SUPPLEMENT

This brochure supplement provides information about John J. Caffray that supplements the Shelton
Financial Group, Inc. brochure. You should have received a copy of that brochure. Please contact
Jason White at (260) 436-7006 or at jasonwhite@sheltonfinancial.net if you did not receive Shelton
Financial Group's brochure or if you have any questions about the contents of this supplement.

Additional information about John J. Caffray is available on the SEC’s website at
www.adviserinfo.sec.gov.
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Educational Background and Business Experience

John J. Caffray
Year of Birth: 1964

Formal Education after High School:
e B.A.in Graphic Arts Management, Ball State University, 1988

Business Background for the Previous Five Years:

e NAI Harding Dahm, Managing Director of Brokerage, 01/2001 to 4/30/2014
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Disciplinary Information

John Caftray has no disciplinary information to report.

7/1/2016
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Other Business Activities

John Caffray is a registered representative of Comprehensive Asset Management &
Servicing, Inc. (“CAMAS”) and may sell securities through them. This creates a conflict of
interest in that John could sell securities through CAMAS and earn commissions when a
tee-based managed account may be more suitable. If the client has enough assets to meet
our minimum account size of $30,000, they may choose to use our asset management
services, based on their suitability profile. John Caffray receives trail fees from the sale of
mutual funds. This may give him incentive to recommend products based on
compensation received over client needs.

SFG is also an insurance agency licensed with the state of Indiana. John is a licensed

insurance agent, selling insurance products including life insurance, long term care
insurance, and fixed annuities through SFG. SFG and John receive commissions for the
sale of insurance products. This creates a conflict of interest in that it may influence the
recommendation made by John to the client. However, the client is able to purchase
insurance products through SFG or through another agent/agency of their choice.

John has revenue from past employment as a commission real estate sales representative
that he continues to receive. It is anticipated that this revenue will make up at least 10% of

his household income. However, he spends 0% of his time performing this activity. The
revenue he receives is for past activity.
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Additional Compensation

SFG and John receive from various broker-dealers, without cost to SFG or John, computer
software and related systems support, which allow SFG and John to better monitor client
accounts maintained at that custodian. SFG and John receive the software and related
support without cost because SFG renders investment management services to clients that,

in the aggregate, maintain a certain level of assets at the various broker-dealers. Specifically,
SFG and John receive the following benefits: receipt of duplicate client confirmations and
bundled duplicate statements, access to an electronic communication network for client
order entry and account information and discounts for the purchase of software.
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Supervision

John Caffray, as an investment adviser representative of SFG, is supervised by SFG’s
Chief Compliance Officer, Jason E. White, 260-436-7006. All new business is reviewed by

the CCO prior to processing to review what action is being taken and suitability of the
transaction.
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Shelton Financial Group, Inc.

7617 West Jefferson Boulevard, Fort Wayne, IN 46804
260-436-7006

7/1/2016

FORM ADV PART 2B
BROCHURE SUPPLEMENT

This brochure supplement provides information about Brian L. Nieuwlandt that supplements the
Shelton Financial Group, Inc. brochure. You should have received a copy of that brochure. Please
contact Jason White at (260) 436-7006 or at jasonwhite@sheltonfinancial.net if you did not receive
Shelton Financial Group's brochure or if you have any questions about the contents of this
supplement.

Additional information about Brian L. Nieuwlandt is available on the SEC’s website at
www.adviserinfo.sec.qov.
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Educational Background and Business Experience

Michelle Hipskind
Year of Birth: 1963
Formal Education after High School:
e Bachelor of Arts, Indiana University, Bloomington
Business Background for the Previous Five Years:
e Shelton Financial Group, Inc., Planner, 04/2013 to present

e Leman Financial Advisors, 12/2011 to 4/2013

Certifications:
None
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Disciplinary Information

Michelle Hipskind has no disciplinary information to report.
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Other Business Activities

Michelle Hipskind is a registered representative of Comprehensive Asset Management &
Servicing, Inc. (“CAMAS”) and may sell securities through them. This creates a conflict of
interest in that Michelle could sell securities through CAMAS and earn commissions when
a fee-based managed account may be more suitable. If the client has enough assets to
meet our minimum account size of $30,000, they may choose to use our asset management
services, based on their suitability profile. Michelle Hipskind typically receives trail fees
trom the sale of mutual funds. This may give her incentive to recommend products based
on compensation received over client needs.

SFG is also an insurance agency licensed with the state of Indiana. Michelle is a licensed
insurance agent, selling insurance products including life insurance, long term care
insurance, and fixed annuities through SFG. SFG and Michelle receive commissions for
the sale of insurance products. This creates a conflict of interest in that it may influence
the recommendation made by Michelle to the client. However, the client is able to

purchase insurance products through SFG or through another agent/agency of their
choice.
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Additional Compensation

SFG and Michelle receive from various broker-dealers, without cost to SFG or Michelle,
computer software and related systems support, which allow SFG and Michelle to better
monitor client accounts maintained at that custodian. SFG and Michelle receive the
software and related support without cost because SFG renders investment management
services to clients that, in the aggregate, maintain a certain level of assets at the various

broker-dealers. Specifically, SFG and Michelle receive the following benefits: receipt of
duplicate client confirmations and bundled duplicate statements, access to an electronic
communication network for client order entry and account information and discounts for
the purchase of software.
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Supervision

Michelle Hipskind, as an investment adviser representative of SFG, is supervised by SFG’s
Chief Compliance Officer, Jason E. White, 260-436-7006. All new business is reviewed by

the CCO prior to processing to review what action is being taken and suitability of the

transaction.
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