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Item 2.
Material Changes (2.)

Annual Update
The Material Changes section of this brochure will be updated annually when
material changes occur since the previous release of the Firm Brochure.

Material Changes since the Last Update
None.

Full Brochure Available
Whenever you would like to receive a complete copy of our Firm Brochure,
please contact us by telephone at: (303) 893-1214 or by email at:
csc@semperaugustus.com.
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Advisory Business (4.)

Firm Description
Semper Augustus Investments Group LLC, (“Semper Augustus”) was
founded in 1998.

Semper Augustus is an investment management firm. The firm does not sell
annuities, insurance, stocks, bonds, mutual funds, or other commissioned
products. The firm is not affiliated with entities that sell financial products or
securities. No commissions in any form are accepted. No finder’s fees are
accepted. A “Registered Investment Adviser” does not imply a certain level of
skill or training.

Principal Owners
Christopher P. Bloomstran is a 50% stockholder of Semper Augustus. Chad
S Christensen is a 50% stockholder of Semper Augustus.

Types of Advisory Services
Semper Augustus provides investment supervisory services and investment
advisory account services through a management fee based on percentage
of assets under management and through performance fees.

Our typical relationship is with a client that has established an account at a
“qualified custodian” and provided us with a limited power of attorney to
execute securities transactions in the account.

We typically buy and sell securities based on our own proprietary analysis
and you will own these individual securities in your account.

In this arrangement, you will receive statements from the “qualified
custodian”, you may have access to certain online information to track your
account and all tax reporting will be provided by the “qualified custodian”.

As disclosed below in further detail, we earn a management fee and in some

cases a performance fee. The qualified custodian earns account based fees,
asset based fees and/or transaction fees which are solely payable by you and
we do not share in those fees.

Although we discuss personal finance matters with clients to assist us in
managing their assets, we do not hold ourselves out as financial planners and
do NOT provide insurance, legal or tax advice.

While we do give continuous advice on the specific client portfolios for which
we have responsibility, it is not always that we have obtained, been granted,
or otherwise have come to know the total or complete nature and amount of a
client’s other assets, insurance, liabilities, tax situation and personal/family
obligations. Clients may impose restrictions on certain securities or types of
securities by written notification.

1
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From time to time, we may recommend the purchase of limited partnership
interests, where the underlying portfolio is comprised of securities. Since
employees and managers of Semper Augustus may be invested in these
limited partnership interests, an inherent conflict of interest may exist since
they have an interest in those securities and benefit from spreading
operational costs over a larger asset base and we may receive higher fees
from your investment in our affiliated limited partnership.

Tailored Relationships
For individually managed accounts, clients work directly with the principals of
our firm. We spend the commensurate time in seeking to understand your
objectives, risk tolerance and service needs. In addition, we spend the
necessary time to involve you in our thought process and make you aware of
our ongoing investment philosophy.

For individually managed accounts, we strive to obtain relevant peripheral
information from our clients. In some cases, particular, peculiar, or specific
background factors related to a client are not always disclosed to us, despite
our attempt to ascertain them. We prefer not to manage securities portfolios
without an understanding of the client’s background and objectives, although
in some cases we may be doing just that by directive from the client.

The investment assets and security holdings under our responsibility, as well
as the client’s own appraisal of the nature and amount of other assets,
investments, insurance, liabilities, tax situation, plus the nature and extent of
their personal/family obligations may be considered when we create a
portfolio for you.

Securities or products may be available from other brokers or agents besides
us.

See the Review of Accounts section for additional information.

Types of Agreements
The following agreements define the typical client relationships. Agreements
may not be assigned without prior client consent.

Advisory Service Agreement
Most clients designate Semper Augustus as investment manager of assets
held in their accounts with a qualified custodian, such as a broker-dealer.
This means Semper Augustus assumes all investment duties with respect to
the account and has all investment powers, including investment authority.

Services Offered Through Other Advisors
In addition to the direct accounts we offer as discussed above, Semper
Augustus may offer investment supervisory services and investment advisory
account services on a discretionary basis to the clients of other financial
services firms, such as broker-dealers and bank trust departments

2
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(“sponsors”). These sponsors typically offer comprehensive brokerage,
custodial, and advisory services through a single fee, through a
commissioned fee arrangement, or based on a percentage of assets under
management. In some circumstances, the sponsor may pay Semper
Augustus a portion of their fee in connection with the services provided by
Semper Augustus. In other circumstances, the underlying client may be billed
directly for services provided by Semper Augustus. In other circumstances,
the sponsor and Semper Augustus may charge separate fees for their
respective services.

In these program-type accounts, Semper Augustus may be chosen by the
client to act as an investment adviser through a pre-selection process
administered by the sponsor. The client information compiled through the
pre-selection process enables Semper Augustus to provide individualized
investment services, which it maintains through ongoing contact with the
sponsor and/or the underlying client. Semper Augustus may be available for
direct telephone conversation with these clients at their request, and
periodically, at the discretion of the sponsor. The sponsor’s services
generally may include, in addition to assistance with the selection of the
investment adviser, asset allocation advice, execution of portfolio transactions
(see related discussion in Section 12 regarding directed brokerage
transactions), custodial services, including trade confirmation and periodic
reporting, continuing evaluation of investment performance and consultation
on investment objectives. These programs differ in structure. As such, each
client should evaluate whether a given program or arrangement is suitable for
their needs while considering such factors as account size, trading activity
and investment objectives.

Pooled Investment Vehicles
Semper Augustus Investment Partners LP (“SAI LP”) is a limited partnership
sponsored by Semper Augustus. SAl LP may be more risky than separately
managed accounts. The partnership may invest in more highly concentrated
positions, may engage in short sales, more extensive options trading,
investments in illiquid securities and private investments; which may or may
not be utilized in separate accounts (particularly in smaller accounts). For
further risk disclosures and information, a prospective client must read and
review the appropriate investment documents of SAI LP, although this is
neither an offer of securities of SAl LP nor a solicitation of an offer of
securities of SAI LP.

Investors in SAI LP will receive a confidential private placement memorandum
(PPM) which contains a detailed description of the types of investments
Semper Augustus may cause SAIl LP to invest in and the corresponding risks
associated with those investments as well as disclosure regarding fees,
service providers, conflicts of interest, tax considerations, trading and other
related information.

3
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Retirement Rollovers — Potential for Conflict of Interest
A client or prospective client leaving an employer typically has four options
regarding an existing retirement plan (and may engage in a combination of
these options): (i) leave the money in the former employer’s plan, if permitted,
(i) roll over the assets to the new employer’s plan, if one is available and
rollovers are permitted, (iii) roll over to an Individual Retirement Account
(“IRA”), or (iv) cash out the account value (which could, depending upon the
client’s age, result in adverse tax consequences). If Semper Augustus
recommends that a client roll over their retirement plan assets into an account
to be managed by Semper Augustus, such a recommendation creates a
conflict of interest if Semper Augustus will earn an advisory fee on the rolled
over assets. No client is under any obligation to rollover retirement plan
assets to an account managed by Semper Augustus. The Chief Compliance
Officer of Semper Augustus remains available to address any questions that
a client or prospective client may have regarding the potential for conflict of
interest presented by such rollover recommendation.

Asset Management
Assets are generally invested in individual securities.

Assets Under Management as of 12/31/17 were: $224,669,000. These
assets represent discretionary assets.

Stocks and bonds may be purchased or sold through a brokerage account
when appropriate. The brokerage firm charges a fee for stock and bond
trades. Semper Augustus does not receive any compensation, in any form,
from fund companies. Custodians of assets provide services to Semper
Augustus.

Investments may also include: equities (stocks), warrants, corporate debt
securities, commercial paper, certificates of deposit, municipal securities,
investment company securities (variable life insurance, variable annuities,
and mutual fund shares), U. S. government securities, options contracts,

futures contracts, short sales and interests in partnerships.

Initial public offerings (IPOs) generally are not available through Semper
Augustus.

From time to time, we may invest in a mutual fund that charges underlying
management fees. Typically, uninvested cash balances are held in money
market mutual funds and/or cash management programs provided by the
account custodian. In these situations, clients will pay the underlying fees
associated with the mutual fund AND the Semper Augustus management
fees discussed above. See the Fees and Compensation Section.

4
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Termination of Agreement

A Client may terminate any of the aforementioned agreements at any time by
notifying Semper Augustus in writing and paying the fees due on the account
(See Fees and Compensation below on pro-rata fee calculations).

Semper Augustus may terminate any of the aforementioned agreements at
any time by notifying the client in writing.

If the client made an advance payment, Semper Augustus will refund any
unearned portion of the advance payment.

Fees and Compensation (5.)

Description

Semper Augustus bases its fees on a percentage of assets under
management.

Standard fee: 1.25% of Assets per year.

Fees are normally charged on a pro-rata basis and calculated on an
account’s fair market asset value as of the last business day of the quarter.

In certain circumstances, our total fee is negotiable.

Current client relationships may exist where the fees are higher or lower than
the fee schedule above.

No fees are charged in advance and fees may be deducted from the account
or under separate arrangements billed directly to you.

An advisory client will have a period of five (5) business days from the date of
the signing of the investment advisory agreement to unconditionally rescind
the agreement and receive a full refund of all fees.

New Accounts Started in a Quarter:

New accounts funded during a quarter are billed on a pro-rata basis from the
date of initial deposit.

Accounts Terminated in a Quarter:

The client or the investment manager may terminate an Agreement by written
notice to the other party. At termination, fees will be billed on a pro-rata basis
for the portion of the quarter completed (The portfolio value at the termination
date, adjusted for the number of days during the billing quarter prior to
termination).

Fee

Billing

Investment management fees are billed quarterly based on the fair market

value of the account, in arrears, meaning that we invoice you after the three-

month billing period has ended. Payment in full is expected upon invoice

presentation. Fees are usually deducted from a designated client account to
5
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facilitate billing. The client must consent in advance to direct debiting of their
investment account (typically done via the account application). Unpaid fees
are subject to 1.5% compounded monthly rates if the fee remains unpaid after
30 days.

Other Fees
Custodians may charge transaction fees on purchases or sales of certain
mutual funds and exchange-traded funds. These transaction charges are
usually small and incidental to the purchase or sale of a security. The
selection of the security is more important than the nominal fee that the
custodian charges to buy or sell the security.

Semper Augustus, in its sole discretion, may waive its minimum fee and/or
charge a lesser investment advisory fee based upon certain criteria (e.g.,
historical relationship, type of assets, anticipated future earning capacity,
anticipated future additional assets, dollar amounts of assets to be managed,
related accounts, account composition, negotiations with clients, etc.).

Limited partners in SAl LP may be subject to the following fees as well that
are described in detail in the Confidential Private Placement Memorandum
that limited partners receive:

Incentive Reallocation: At the end of each fiscal quarter, the General Partner
will be allocated an incentive reallocation based on the relative performance
of the SAI LP compared to the performance of the S&P 500 from those limited
partners who are “qualified clients.” The incentive reallocation percentage
equals 20% of the relative performance for the quarter. There will be an
incentive reallocation for any fiscal quarter only to the extent that the actual
increase or decrease in the gross investment performance allocated to a
limited partner’s capital account for such quarter exceeds the hurdle rate, and
any underperformance in prior periods have been eliminated by
outperformance in the current period. Once an incentive reallocation is
assessed, it is not refundable even if the limited partner incurs losses or
relative underperformance thereafter. The General Partner may waive the
incentive reallocation in certain circumstances.

Management Fee: At the end of each calendar month, the General Partner
will be paid by SAI LP a management fee equal to one twelfth of one and
one-quarter percent (1/12 of 1.25%) of the value of each limited partner’s
book capital account. The management fee will be deducted after determining
the profits or losses of SAI LP for each calendar month. Any incentive
reallocation allocated to the General Partner will be in addition to the
management fee. The General Partner, in its discretion, may waive or reduce
the management fee for certain limited partners.

Other Expenses: In addition to the fees charged by the General Partner, SAl
LP is obligated to pay brokerage commissions, custodial fees and other
trading and investment related expenses. In addition, SAI LP also is obligated

6
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to pay its legal, accounting, bookkeeping, auditing, filing, administrative and
other regular operating expenses and extraordinary expenses which may
occur in the operation of SAI LP’s business.

For further details or definitions, potential limited partners should refer to the
confidential PPM.

Expense Ratios
From time to time, we may invest in a mutual fund that charges underlying
management fees. Typically, uninvested cash balances are held in money
market mutual funds and\or cash management programs provided by the
account custodian. In these situations, clients will pay the underlying fees
associated with the mutual fund and the Semper Augustus management fees
discussed above. Clients have the option of purchasing these mutual funds
that we recommend through other brokers or agents not affiliated with us.

Past Due Accounts and Termination of Agreement
Semper Augustus reserves the right to stop work on any account that is more
than 30 days overdue. In addition, Semper Augustus reserves the right to
terminate any engagement at its discretion.

Performance-Based Fees (6.)

Sharing of Capital Gains
Our fees generally are not based on a share of the capital gains or capital
appreciation of managed accounts, except in certain client accounts including
SAIl LP.

Certain client accounts (including limited partners in SAl LP) may be subject
to a performance fee so they must be “qualified clients” under applicable
federal securities laws and regulations. All clients that will be charged
performance fees must have at least $1,000,000 invested with the Adviser or
have a net worth of more than $2,100,000 at the time of entering into an
investment advisory agreement (excluding the value of their personal
residence).

Performance fees may create an incentive for Semper Augustus to make
investments that involve more risk and are more speculative than would be
the case in the absence of a performance-based fee. Performance fees are
calculated based on unrealized appreciation as well as realized gains in the
clients’ accounts so Semper Augustus may receive increased compensation
based on this method of calculation.

If you do not qualify for a performance based fee, be advised a conflict of
interest may exist whereby Semper Augustus may have an incentive to
allocate investment opportunity to accounts where a performance fee exists.
Semper Augustus had adopted trade allocation policies to address the

7
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allocation of investment opportunities between investors. Furthermore, certain
accounts have difference risk tolerances which be lead to different investment
holdings and/or concentrations between accounts.

Performance based fees will only be charged in accordance with the
provisions of Rule 205-3 of the Investment Advisors Act of 1940 and/or
applicable state regulations.

Types of Clients (7.)

Description
Semper Augustus generally provides investment advice to individuals, pooled
investment vehicles, pension and profit sharing plans, trusts, estates,
endowments, charitable organizations, corporations and other business
entities.

Client relationships vary in scope and length of service.

Account Minimums
Our minimum account size is $1 million of assets under management, which
equates to an annual fee of $12,500.

We have the discretion to waive the account minimum at any time and have
waived the minimum. Other exceptions to account minimums may apply to
employees of Semper Augustus and their relatives, or relatives of existing
clients.

SAI LP has a minimum investment of $500,000 per investor, but we may
waive this minimum at any time.

Methods of Analysis, Investment Strategies and Risk of Loss

(8.)

Methods of Analysis
Security analysis methods may include fundamental analysis, technical
analysis, and cyclical analysis.

The main sources of information include financial newspapers and
magazines, inspections of corporate activities, research materials prepared
by others, corporate rating services, timing services, annual reports,
prospectuses, filings with the Securities and Exchange Commission, and
company press releases.

Investment Strategies
We commit assets under management to securities when we believe they are
inexpensive and reduce exposure to securities when we believe they are
overvalued. This philosophy leads us to seek a “margin of safety” and to

8
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avoid short-term trading strategies as our core investment philosophy. In
addition, this discipline may require our absence from purchases for extended
periods.

We believe the capital markets are efficient over long periods of time and
inefficient in the short term. Our historical research indicates that over full
market cycles stocks have generated total returns roughly six percentage
points above the rate of inflation, bonds have returned one to two percent
above the rate of inflation and cash yields have returned roughly the
approximate inflation. Thus, we believe stocks are a superior long-term asset
class to other asset classes and should normally be over weighted in
portfolios. We take exception to this principle during periods of fundamental
overvaluation.

Our fundamental research incorporates analysis of the balance sheet, income
statement components, and cash flow of companies. We may interview
management, customers, and suppliers. We make decisions as to the
sustainability of market position or leadership and frequently assess the
quality of the companies in client portfolios. We believe that investment in,
and long-term ownership of, high-quality cash generating companies, which
grow their business franchise at a faster rate than the overall economy,
provide the most rewarding long-term returns on capital employed.

We seek to avoid overpaying for businesses owned in our client portfolios.
Our process incorporates the value of a company relative to earnings, book
value, cash flow, and dividends, as well as the projected growth rates of these
companies. We evaluate businesses as a private investor would do when
buying an entire company, which we believe helps us understand the
underlying value of what we own.

We may occasionally engage in margin transactions where we purchase
stocks for your portfolio with money borrowed from your brokerage account.
This allows you to purchase more stock that you would be able to with your
available cash, and allows us to purchase stock without selling other holdings.

Equity Investments
Through fundamental analysis, we strive to invest in companies who can, in
our opinion, grow their sales, cash flows and profits at a faster rate than the
economy. We look for companies that consistently generate free cash flow.
We evaluate the quality and integrity of management, often through one on
one interviews with management at their corporate headquarters or in our
office. We talk to other participants in the selected industries including
suppliers and distributors, customers, and competitors.

Our investment philosophy is a fundamental, bottom-up approach where we
focus on uncovering individual equity opportunities through risk-adjusted
investments. However, our approach inherently includes a review of
economic and market conditions as these impact the entire universe of

9
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stocks. We seek to make strategic asset allocations based on our
understanding of client objectives, risk tolerances, and our proprietary view of
the financial markets.

We are generally pleased when the stock of a company we would like to buy

drops significantly in price due to short-term events, if the long-term nature of
the company is sound. We believe these short-term events allow us to build a
long-term position at favorable prices.

Fixed Income and Cash Equivalents
Our fixed income approach encompasses a review of the risk and reward
tradeoff. We evaluate:

e Quality spreads which are also called credit spreads.

e Slope of the yield curve. The yield curve indicates the various yields
that are currently being offered on similar quality bonds of different
maturity.

e Duration. A bond’s sensitivity to interest rates, factoring in when
interest payments are made as well as the final payment. For every
1% change in interest rates, the value of your bond will approximately
change by the duration of that bond.

e Convexity properties in general, the higher the convexity, the less
sensitive the bond price is to interest rate shifts and the lower the
convexity, the more sensitive it is.

e Inflation and economic factors.

e Absolute yield which is the yield on the bond at the time we buy. For
example 5% yield-to-maturity (combines coupon and future price
movement back to par) is an absolute yield.

e Benchmark characteristics such as how the bond compares in price to
other similar bonds and how liquid (saleable) the bond might be.

We seek to provide a steady and non-interrupted income stream and believe
risk capital should typically be employed in non-fixed income asset classes.
Depending on the taxability of your portfolio and other considerations, we
typically invest in U.S. government and agency securities, high rated
corporate securities, commercial paper, high rated municipal securities and
mortgage-backed securities.

Most fixed income securities we purchase on behalf of clients are held to
maturity. However, decisions to alter asset allocations or the characteristics
of the fixed-income portion of a portfolio may necessitate a sale of these
securities. Thus, liquidity of the security is a key consideration when
purchasing fixed-income obligations.
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Our investment approach may involve investing in cash and cash equivalent
vehicles. An individual client’s allocation to cash and cash equivalents
depends on his or her individual circumstances. However, as a defensive
strategy and to ensure adequate cash is available to invest in equities and
other securities, cash may be a significant investment for an individual client
and may continue to be a significant investment for a considerable period of
time. Since cash and cash equivalents may have a low expected return, an
individual client portfolio may experience low or negative net returns as a
result of management fees and/or fees related to cash and cash equivalent
management fees.

Short Sales and Options
Short sales of equity securities are only made within SAI LP. We borrow
shares of a stock for SAl LP from someone who owns the stock on a promise
to replace the shares on a future date at a certain price. Those borrowed
shares are then sold. At a future date, we buy the same stock and return the
shares to the original owner. We engage in short selling based on our
determination that the stock will go down in price after we have borrowed the
shares. If we are correct and the stock price has gone down since the shares
were purchased from the original owner, the client account realizes the profit.
See the SAI LP PPM for further information.

Options are only used as an investment strategy for our high net worth clients
and sophisticated investors as well as SAI LP. An option is a contract that
gives the buyer the right, but not the obligation, to buy or sell an asset (such
as a share of stock) at a specific price on or before a certain date. An option,
just like a stock or bond, is a security. An option is also a derivative, because
it derives its value from an underlying asset.

The two types of options are calls and puts:

e A call gives us the right to buy an asset at a certain price within a
specific period of time. We will buy a call if we have determined that
the stock will increase substantially before the option expires. We will
sell a call if we have determined that a stock is expensive and would
like to sell the stock at the strike plus options premium received
(“covered call”).

e A put gives us the holder the right to sell an asset at a certain price
within a specific period of time. We will buy a put if we have
determined that the price of the stock will fall before the option expires.
We will sell a put if we have determined that the price of the stock is
favorable and would like to purchase the stock at the strike price less
options premium received (“naked put”).

We will use options to speculate on the possibility of sharp price swings. We
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will also use options to "hedge" a purchase of the underlying security; in other
words, we will use an option purchase to limit the potential upside and
downside of a security we have purchased for your portfolio.

We use "covered calls", in which we sell an option on security you own. In this
strategy, you receive a fee for making the option available, and the person
purchasing the option has the right to buy the security from you at an agreed-
upon price known as the strike price.

We use “naked puts” to acquire a security. In this strategy, you will receive a
fee for making the option available and the person purchasing the option has
the right to sell the security to you at an agreed upon price known as the
strike price.

Other Clients
While managing accounts and managing the overall trading costs related to
the management of a client account, Semper Augustus performs investment
advisory services for various other clients. Semper Augustus agrees to act in
a manner consistent with its fiduciary obligation to deal fairly with all clients
when taking investment actions. However, Semper Augustus may give
advice and take action in the performance of its duties with respect to any of
its other clients that may differ from the timing or nature of action taken with
respect to a particular individual account. Semper Augustus shall not be
under any obligation to purchase or sell for the account any security that
Semper Augustus, its officers, or employees may purchase or sell for its or
their own accounts or purchase or sell or recommend for purchase or sale for
the account of another client if, in the sole discretion of Semper Augustus,
such action is not practical or desirable for the account of client.

Generally, different client portfolios and investment pools have differing risk
parameters and investment objectives and therefore the underlying
investments among portfolios may differ.

Multiple Accounts Managed for a Client
For a client who has multiple accounts, it is our typical strategy to purchase a
security for only a portion of the client’s account or accounts rather than a
pro-rata share for each account (we “household” accounts). For example, a
particular security may be purchased in one IRA account, but not in the
taxable account or spouse’s IRA account. We also strive to minimize the
number of client accounts a particular security is purchased on a given day
due to minimum broker “ticket charges” that render purchases in each
account as uneconomic.
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Primary Research and Other Sources
Research is conducted by our firm and may be obtained from any or all of the
following sources: vendors and providers of analytical models and valuation
models, broker-generated research, and traditional business and other
publications. We obtain and review financial information directly from the
companies and meet with or directly contact corporate management,
customers, and suppliers.

Risk of Loss
All investment programs have certain risks that are borne by the investor.
Our investment approach seeks to address risks we perceive. All clients may
face the following investment risks:

Concentrated Investments: We concentrate our equity investments in
generally fewer than 30 investments. Some of the positions are much
larger in size than others, subjecting greater exposure to loss. While
we strive to keep quality high and the price paid low, concentration can
expose the portfolio to less correlation to the broad stock market and at
times can move adversely to market prices.

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

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.

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.

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.

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

Business Risk: These risks are associated with a particular industry or
a particular company within an industry. For example, integrated oil-
drilling companies depend on finding oil and then refining it, a lengthy
process, before they can generate a profit. They carry a higher risk of
profitability than an electric company, which generates its income from
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a steady stream of customers who buy electricity no matter what the
economic environment is like.

e Liquidity Risk: Liquidity is the ability to readily convert an investment
into cash. Generally, assets are more liquid if many traders are
interested in a standardized product. For example, Treasury Bills are
highly liquid, while real estate properties are not.

e Financial Risk: Excessive borrowing to finance a business’ operations
increases the risk of profitability, because the company must meet the
terms of its obligations in good times and bad. During periods of
financial stress, the inability to meet loan obligations may result in
bankruptcy and/or a declining market value.

Disciplinary Information (9.)

Legal and Disciplinary
The firm and its supervised persons have not been involved in legal or
disciplinary events related to past or present investment clients.

Other Financial Industry Activities and Affiliations (10.)

Financial Industry Activities
Semper Augustus is registered as a Registered Investment Adviser with the
United States Securities and Exchange Commission (SEC).

Affiliations
Semper Augustus is not affiliated with or owned by any broker-dealer or
outside organization

Semper Augustus operates a limited partnership, SAI LP, that seeks to
generate long-term capital appreciation by investing in equities and related
securities. This disclosure is neither an offer of securities in SAI LP nor
solicitation of an offer of securities of SAI LP. If SAI LP is offered to you, we
are required to provide you with the confidential PPM.

There is a natural conflict of interest that exists between SAI LP and other
clients. Whereas SAIl LP has certain performance based fees that do not
exist in other arrangements, a conflict exists as to where to place limited
investment opportunities. As a long-term investor that generally avoids IPO’s
we believe the risk associated with this conflict is significantly diminished.
Furthermore, we have adopted allocation policies for partial fills (See
Brokerage Practice section) that further reduce this inherent conflict.
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Code of Ethics, Participation or Interest in Client
Transactions and Personal Trading (11.)

Code of Ethics
The employees of Semper Augustus have committed to a Code of Ethics that
is available for review by clients and prospective clients upon request. The
firm will provide a copy of the Code of Ethics to any client or prospective client
upon request. Principals with the Chartered Financial Analyst (CFA)
designation are required to adhere to the CFA Institute Code of Ethics and
Standards of Professional Conduct. Christopher P. Bloomstran is a CFA.
Employee transactions may create conflicts of interest with clients; however,
employees may not trade ahead of clients.

As these situations represent a conflict of interest, we have established the
following additional restrictions in order to ensure its fiduciary responsibilities:

1. No officer or employee of our firm may prefer his or her own interest to
that of an advisory client.

2. We maintain records of securities holdings and transactions for our
firm and anyone associated with this advisory practice with access to
advisory recommendations. These holdings are reviewed on a regular
basis by the firm’s Chief Compliance Officer.

3. All of our principals and employees must act in accordance with all
applicable Federal and State regulations governing registered
investment advisory practice.

4. Any individual not in observance of the above may be subject to
disciplinary action, including termination.

Participation or Interest in Client Transactions
Semper Augustus and its employees may buy or sell securities that are also
held by clients. Employees may not trade their own securities ahead of client
trades. Employees are required to comply with the provisions of the Semper
Augustus Compliance Manual. Employees who own a patrtial interest in SAI
LP participate in transactions by virtue of being partial owners of SAI LP.

Personal Trading
The Chief Compliance Officer of Semper Augustus is Chad S Christensen.
He reviews all employee trades each quarter. His trades are reviewed by
Christopher P. Bloomstran. The personal trading reviews and preclearance
of trades ensure that the personal trading of employees does not affect the
markets, and that clients of the firm receive preferential treatment. Since
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most employee trades are small equity trades, the trades do not affect the
securities markets.

SAIl has adopted written policies and procedures to detect and prevent insider
trading. This includes policies relating to possession and use of material,
non-public information.

Brokerage Practices (12.)

The Custodians and Brokers We Use
Semper Augustus does not maintain physical custody of your assets;
although we may be deemed to have custody of your assets if you give us
authority to withdraw assets from your account (see Item 15 — Custody,
below).

Your assets must be maintained in an account at a “qualified custodian,”
generally a broker-dealer or bank.

We recommend that our clients use Schwab, a registered broker-dealer,
member SIPC, as the qualified custodian. We are independently owned and
operated and are not affiliated with Schwab.

We believe that our relationship with Charles Schwab & Co. (Schwab) is
materially important to us in the short-term operations of our business.
Although we believe the services provided by Schwab are widely available
from other broker-dealers, a material change in our relationship with Schwab
would require a change of a number of our operational procedures in the
short-term with significant time and expense to us. We believe our
relationship with Schwab to be beneficial to both organizations.

Schwab will hold your assets in a brokerage account and buy and sell
securities when we instruct them to. While we recommend that you use
Schwab as custodian/broker, you will decide whether to do so and if you use
Schwab you will open your account with Schwab by entering into an account
agreement directly with them. We do not open the account for you, although
we may assist you in doing so.

In addition to Schwab, we have established relationships at Morgan Stanley
Smith Barney, U.S. Bank (Private Client Services) and Millennium Trust
Company, and we have clients that have chosen to use these firms. You are
not required to open accounts with any firm we may recommend, and you
generally may open account with a custodian or broker of your choosing.

Even though your account is maintained at a custodian or broker-dealer, we
may still use other brokers to execute trades for your account as described
below.
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In certain cases, we may utilize a broker that is different from the custodian of
your assets.

Selecting Custodians and Brokerage Firms
We seek to use a custodian/broker who will hold your assets and execute
transactions on terms that are, overall, most advantageous when compared
to other available providers and their services.

Broker selection is important to clients since all security transactions incur
costs and potential lost opportunities. The next several paragraphs include
an overview of our relationship with brokers, the trade-offs we evaluate and
important disclosures for you.

We consider a wide range of factors, including, among others:

» Combination of transaction execution services and asset custody
services

» Capability to execute, clear, and settle trades (buy and sell securities
for your account)

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

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

+ Availability of investment research and tools that assist us in making
investment decisions

* Quality of services

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

* Reputation, financial strength, security and stability
* Prior service to us and our other clients

+ Availability of other products and services that benefit us, as discussed
below
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Placement of brokerage business is a function of our being satisfied that we
are getting one, or a combination of, the various services listed above that we
believe to be helpful and important to our responsibility to all of our clients.

We do not receive fees or commissions from any of these arrangements,
although certain services are provided to Semper Augustus (see below).

Another factor used to determine a custodian of assets is a client desire or
legal requirement that a corporate trustee be utilized. Fees charged by
trustees, the legal location of a trustee and the “philosophy” of the trustee
may be considered by a client. Fees are typically charged by corporate
trustees directly to the clients. These fees are not determined by us, although
we seek to negotiate favorable rates on behalf of clients with certain
institutions. As of December 31, 2017, we have negotiated rates with U.S.
Bank Private Client Services.

Your Brokerage and Custody Costs
For our clients’ accounts that Schwab maintains, Schwab generally does not
charge you separately for custody services but is compensated by charging
you commissions or other fees on trades that it executes or that settle into
your Schwab account. Schwab offers tiered commission rates based on your
account size and willingness to conduct certain business activities in an
electronic form rather than paper-based (confirms, statements, etc.). Schwab
is also compensated by earning interest on the uninvested cash in your
account in Schwab’s Cash Features Program.

In addition to commissions, Schwab charges you a flat dollar amount as a
“prime broker” or “trade away” fee for each trade that we have executed by a
different broker-dealer but where the securities bought or the funds from the
securities sold are deposited (settled) into your Schwab account. These fees
are in addition to the commissions or other compensation you pay the
executing broker-dealer. Because of this, in order to minimize your trading
costs, we have Schwab execute most trades for your account.

We have determined that having Schwab execute most trades is consistent
with our duty to seek “best execution” of your trades. Best execution means
the most favorable terms for a transaction based on relevant factors, including
those listed above. See Selecting Custodians and Brokerage Firms section.

For accounts not held at Schwab, we typically utilize third-party brokers to
execute trades and settle into your account. In these trades, the commission
is determined based on the factors outlined in the “Best Execution” section
below.

Products and Services Available to Us from Schwab
Schwab Advisor Services™ is Schwab’s business serving independent
investment advisory firms like us. They provide us and our clients with access
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to its institutional brokerage services— trading, custody, reporting, and
related services—many of which are not typically available to Schwab retail
customers. Schwab also makes available various support services. Some of
those services help us manage or administer our clients’ accounts, while
others help us manage and grow our business. Schwab’s support services
generally are available on an unsolicited basis (we don’t have to request
them) and at no charge to us as long as our clients collectively maintain a
total of at least $10 million of their assets in accounts at Schwab. If our clients
collectively have less than $10 million in assets at Schwab, Schwab may
charge us quarterly service fees of $1,200. Following is a more detailed
description of Schwab’s support services:

Services That Benefit You.
Schwab’s institutional brokerage services include access to a broad range of
investment products, execution of securities transactions, and custody of
client assets. The investment products available through Schwab include
some to which we might not otherwise have access or that would require a
significantly higher minimum initial investment by our clients. Schwab’s
services described in this paragraph generally benefit you and your account.

Services That May Not Directly Benefit You.
Schwab also makes available to us other products and services that benefit
us but may not directly benefit you or your account. These products and
services assist us in managing and administering our clients’ accounts. They
include investment research, both Schwab’s own and that of third parties. We
may use this research to service all or a substantial number of our clients’
accounts, including accounts not maintained at Schwab. In addition to
investment research, Schwab also makes available software and other
technology that:

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

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

* Provide pricing and other market data
* Facilitate payment of our fees from our clients’ accounts

* Assist with back-office functions, recordkeeping, and client reporting
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Services That Generally Benefit Only Us.
Schwab also offers other services intended to help us manage and further
develop our 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.

» Marketing consulting and support

Schwab may provide some of these services itself. In other cases, it will
arrange for third-party vendors to provide the services to us. Schwab may
also discount or waive its fees for some of these services or pay all or a part
of a third party’s fees. Schwab may also provide us with other benefits, such
as occasional business entertainment of our personnel.

We utilize the majority of services offered to us by Schwab. We believe this
improves our firm’s investment and administrative capabilities and our ability
to meet your needs.

Our Interest in Schwab’s Services
The availability of these services from Schwab benefits us because we do not
have to produce or purchase them. We don’t have to pay for Schwab’s
services so long as our 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 us committing any specific amount of business to Schwab in
trading commissions or assets in custody.

The $10 million collective minimum may give us an incentive to recommend
that you maintain your account with Schwab, based on our interest in
receiving Schwab’s services that benefit our business rather than based on
your interest in receiving the best value in custody services and the most
favorable execution of your transactions. This is a potential conflict of interest.
We believe, however, that our recommendation of Schwab as custodian and
broker is in the best interest of our clients. Our recommendation is primarily
supported by the scope, quality, and price of Schwab’s services (see
“Selecting Broker and Custodians”) and not Schwab’s services that benefit
only us. Our clients have significantly more assets with Schwab than the $10

million minimum, and we do not believe that recommending our clients to
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collectively maintain at least $10 million of those assets at Schwab in order to
avoid paying Schwab quarterly service fees presents a material conflict of
interest.

Best Execution

We evaluate the reasonableness of the overall brokerage commissions paid
by our clients. We exercise discretion in seeking the best execution available.
We consider certain qualitative considerations and therefore do not consider it
an obligation to get the “cheapest” execution. Thus, commissions paid for
certain security transactions executed by us may be more than other broker-
dealers. We may determine, in good faith, the amount of commission with
respect to the brokerage, execution, research and other services furnished by
such broker-dealer, viewed in terms of either that particular transaction or our
overall responsibility with respect to the accounts we manage is reasonable.

We do not receive any portion of the trading fees, however “soft dollars” may
be received as noted below.

Where discretionary authority exists, our firm will normally determine:
Securities to be bought or sold; Amount of Securities to be bought or sold;
Whether transactions should be combined (blocked) with those of other
clients; Broker or dealer to be used; and Commission rates paid.

Security transactions incur costs that include the stated commission fees, the
difference between the bid price and the ask price, and other “frictional costs”.
Our trading process is designed to ensure these costs are minimized and
balance against the benefits of using a particular broker.

Semper Augustus believes that its overriding obligation is to obtain best
execution without jeopardizing its business relationships, and in any case, its
policy and practice is to act in the best interest of its clients.

Certain clients may be affiliated and/or employed by broker-dealers with
whom we transact business. In dealing with these broker-dealers, we will
trade on the same basis as we do with any other broker-dealer.

Research and Other Soft Dollar Benefits
The research services furnished by a specific broker for commissions from a
specific account may be used in servicing all of our Firm’s clients. Moreover,
it is possible that certain research services might not be useful to the specific
account paying the brokerage commission.

Research provided by a brokerage firm, may include: written analysis of
industries and companies; direct and indirect contact with investment
analysts; daily stock, bond and money market information; economic and
general business facts/forecasts. Some of these services may be
electronically generated from various research and statistical databases or in
the form of periodical reports either generated by the brokerage firm or
subscription-type services provided by third parties. We benefit from these

21

Semper Augustus Investments Group LLC



services because we do not have to produce or pay for the research,
products or services.

Order Aggregation
Most trades we make for our clients are aggregated for trading. This is called
“block trading”. We may place an aggregate purchase or sale order for a
single security with a broker-dealer when we determine that it is consistent
with the best interests of our clients to do so. Orders are allocated pursuant
to Firm policies intended to assume a fair and reasonable allocation among
clients.

To the extent that an aggregated order is filled at different prices during a
trading day at a respective broker, each participating account will receive the
same average price and pay the same average commissi<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>