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This brochure provides information about the qualifications and business practices of
Karner Blue Capital, LLC. If you have any questions about the contents of this brochure,
please contact us at (833) 527-6372 or by email at:
customerservice@karnerbluecapital.com.

The information in this brochure has not been approved or verified by the United States
Securities and Exchange Commission or by any state securities authority. Please note,
while this brochure may use the terms “registered investment adviser” and/or
“registered”, registration itself does not imply a certain level of skill or training.

Additional information about Karner Blue Capital, LLC is also available on the
SEC’s website at www.adviserinfo.sec.gov.




Item 2: Material Changes

The purpose of this page is to inform you of material changes since the last annual update to this
brochure. If you are receiving this brochure for the first time, this section may not be relevant to you.

Karner Blue Capital, LLC reviews and updates this brochure at least annually to assure it remains
current. The information provided below summarizes the material changes that have occurred since
the firm’s last annual update on March 12, 2019.

e The firm ownership has expanded to include two new members, each of whom owns a 15 percent
interest in the firm. (See Item 4.A)

e The firm has filed for registration with the Securities and Exchange Commission (“SEC”)

¢ The firm has entered into a contractual relationship to provide advisory services to a registered
investment company, the Karner Blue Animal Welfare Fund.
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Item 4: Advisory Business

Karner Blue Capital, LLC (hereinafter “KBC”) is a limited liability company organized under the
laws of the State of Maryland. The firm has been registered as an investment adviser since
January 2018. The firm is owned by the following four members: Vicki Lynn Benjamin who
owns 42 percent of the firm, Andrew Kurt Niebler who owns 28 percent of the firm, Wayne
Peter Pacelle who owns 15 percent of the firm and FDS KBC LLC, which owns 15 percent of the
firm. Ms. Benjamin, Mr. Niebler and Mr. Pacelle are the firm’s Managing Members and act
through the firm’s Management Committee. Ms. Benjamin and Mr. Niebler are the firm’s
executive officers and control the day-to-day activities of the firm, including all investment
activity.

KBC has the following assets under management:

Discretionary Amounts: | Non-discretionary Amounts: | Date Calculated:

$51,486 $0 June 30, 2019

KBC develops investment strategies based on compassionate investment themes that provide
investors with the opportunity to invest in accordance with their personal values and interests.
Each KBC strategy is composed of companies that utilize production methodologies and engage
in business operations having significant social and environmental impacts. Currently, KBC
offers a range of thematic strategies including an Animal Welfare Strategy, an Animal
Guardianship Strategy, an Animal Conservation Strategy and a Vegan Momentum Strategy.
These strategies are subject to change in number and description at KBC’s sole discretion.

The securities utilized by KBC in designing each thematic strategy are mainly mid-cap, large-
cap and mega-cap equity securities and American Depositary Receipts (“ADRs”), but KBC may
invest in other securities if KBC determines that such securities are consistent with the
applicable thematic strategy. These other securities may include small-cap and micro-cap
equity securities and exchange-traded funds (“ETFs”). KBC only utilizes long positions in
managing each strategy. Less than five percent of each strategy will be invested in cash or cash
equivalents, such as money market accounts.

KBC aims to maximize each client’s exposure to each thematic strategy selected by that client
across the full market cycle. Other than a small allocation to cash or cash-like financial
instruments, such as money market mutual funds, KBC will remain fully-invested in each
strategy in rising and falling markets and will not attempt to identify entry and exit points for
positions held in any client account or otherwise engage in any similar market timing activity.

KBC provides portfolio management services to a registered investment company (mutual
fund), the Karner Blue Animal Welfare Fund. The fund’s management style, objective and
constraints, and other relevant facts and features are described in the fund prospectus, which
should be considered carefully before investing.




KBC also provides investment advisory services through separately managed accounts (each,
an “SMA”) on a discretionary basis. Based on the thematic strategy selected by a client and data
regarding the client’s assets and investment objectives, investment guidelines are established for
the client’s account, which may include reasonable restrictions on investing in certain securities
or industry sectors (“Investment Guidelines”). However, if the restrictions prevent KBC from
properly servicing the client account, or if the restrictions would require KBC to deviate from its
standard suite of services and products, KBC reserves the right to decline to enter into or
terminate the advisory relationship. Upon request, KBC may agree to manage client accounts on
a non-discretionary basis.

The suitability of any thematic strategy for a particular SMA client is determined based solely
upon the information provided by the client in response to an online, account-opening
questionnaire and data-gathering process. KBC relies on this information to evaluate the
client’s assets, financial situation, investment objectives, risk tolerance, and investment time
horizon (“Client Information”). KBC’s suitability assessment and the appropriateness of the
Investment Guidelines are therefore dependent upon the accuracy and completeness of the
online information provided by the client.

Additionally, KBC makes its strategies available to other registered investment advisers for use
with their clients pursuant to licensing agreements. KBC does not have any contractual or
fiduciary relationship with the other advisers’ underlying clients. The suitability determinations
for those clients are made exclusively by the investment advisers who license KBC’s strategies.
KBC’s primary obligations under each licensing agreement is to make the selected strategy and
any updates available to the investment adviser in a timely manner, to advise the investment
adviser of any changes to the description of the selected strategy in a timely manner, and to
manage the selected Strategy in accordance with its description.

KBC will implement a full reallocation of each Strategy at least once per calendar year to reflect
KBC’s then-current research regarding the applicable strategy and may rebalance each strategy
up to three times per calendar year. Partial reallocations will be implemented more often if
warranted by KBC’s ongoing proprietary research. Any rebalancing or reallocation will occur
on a schedule that will be determined by KBC.

Item 5: Fees and Compensation

Either party, without penalty, may terminate the advisory agreement, subject to the terms of
any advisory agreement in force at that time. Should either party terminate the advisory
agreement before the end of a billing period, any unpaid fees for services provided will become
due and payable immediately. Advisory fees for the final month are prorated, based upon the
number of calendar days in the month that the advisory agreement was in effect.




Proprietary Mutual Fund Fees

KBC receives an investment management fee based on the average daily net asset value of the
Karner Blue Animal Welfare Fund. This fee is 0.80% annually, less any fee reduction or expense
reimbursement by KBC. Specific information regarding fund fees can be found in the fund
prospectus and statement of additional information.

Portfolio Management Fees

Portfolio management fees are payable monthly in arrears pursuant to a written investment
advisory agreement with each client. The advisory fees for the initial month are prorated, based
upon the number of calendar days in the month that the advisory agreement is in effect. Such
fees are negotiable and may vary to reflect circumstances that may apply to a specific client or
account, including, without limitation, account size, type of client, thematic strategy, and any
pre-existing relationship(s). Even within the same strategy, different clients or accounts may
have different fee structures. Negotiated fees may be lower than the fees stated below. KBC
will discount its fees by ten percent for accounts that are maintained by charitable institutions
or trusts.

The following table sets forth KBC’s standard fee structure for each thematic strategy. Lower
fees for comparable services may be available from other sources.

e o e 0TS e Rt
$0 - $2,000,000 0.95%
$2,000,000.01 - $5,000,000 0.85%
$5,000,000.01 - $10,000,000 0.75%
Greater than $10,000,000 0.65%

For each monthly billing period, KBC uses the average daily balance of assets in a client’s
account, including all deposits and withdrawals during the period, to determine the applicable
annual fee rate for that billing period. The monthly fee is then calculated by multiplying the
average daily balance of assets in the client’s account by the corresponding annual fee rate for
that asset tier and dividing that product by twelve. Accordingly, the lowest annual fee rate is
applied to all of the assets in the client’s account in lieu of calculating a blended fee using the
higher fee rates that correspond to each applicable asset tier. In the case of clients that have
established more than one account in order to invest in multiple thematic portfolios, KBC will
calculate the average daily balance of assets across all of the client’s accounts that are created
under the same client membership record. Certain types of accounts require the creation of a
separate client membership record and such accounts will not be aggregated for purposes of
client level billing. The types of accounts that will require creation of a separate client
membership record include corporate, partnership, limited liability company, sole
proprietorship, investment club, business trust, qualified retirement plan, and unincorporated
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organization accounts. Client level billing for these accounts will only aggregate fees for
accounts created under that client membership record.

Each client’s fee schedule is attached as Schedule A of the investment advisory agreement
between the client and KBC. Clients may terminate the investment advisory agreement without
penalty within five business days of signing the agreement and KBC will waive all accrued
advisory fees. KBC may terminate the investment advisory agreement within 15 business days
of signing the agreement if KBC has determined that it does provide any investment advisory
services that are suitable for the client and KBC will waive all accrued fees. Thereafter, clients
and KBC may terminate the investment advisory agreement generally with 30 days' prior
written notice.

Asset-based portfolio management fees are withdrawn on a monthly basis directly from each
client's account in accordance with the client’s authorization included in the written investment
advisory agreement. Fees are paid in arrears.

Licensing Fees

Licensing fees are paid by the third-party investment adviser to KBC in accordance with the
terms of the applicable licensing agreement. Licensing fees are negotiable and may vary to
reflect circumstances that may apply to a specific third-party investment adviser, including,
without limitation, assets covered by the license, thematic strategy, level of service required,
and any pre-existing relationship(s). Even within the same strategy, it is not unusual for
different investment advisers to have different fee structures. Comparable services for lower
fees may be available from other sources. In certain circumstances, a third party may collect the
fees from the investment adviser and make payment to KBC.

Client Responsibility for Additional Fees

In addition to the advisory fees paid to KBC, clients are solely responsible for the payment of all
third-party fees, including, without limitation, custodian fees, brokerage fees and commissions,
mark-ups, mark-downs, dealer spreads, mutual fund fees, ETF fees, ADR custody fees
(sometimes referred to as depositary services fees) and other costs associated with the purchase
and sale of assets. Third parties may also charge fees for services that are not directly related to
the securities held in the account, including, without limitation, fees for paper statements and
wire transfers, annual IRA fees and account closing fees, and interest and taxes. All third-party
fees are separate and distinct from the fees and expenses charged by KBC for the performance
of investment management services, and clients are solely responsible for the prompt payment
of all third-party fees.

Please see Item 12 of this brochure for additional information regarding fees for services
performed by third party broker-dealers and custodians.




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

KBC does not accept performance-based fees or other fees based on a share of capital gains on,
or capital appreciation of, the assets of a client.

Item 7: Types of Clients

KBC generally offers advisory services to the following types of clients:

& Individuals

*» High-Net-Worth Individuals

<> Corporations

*» Foundations

@ Non-Profit Organizations

& Charitable Organizations

°» Registered Investment Advisers

“» Registered Investment Companies

There is an account minimum of $250,000, which may be waived by KBC in its sole discretion.
KBC reserves the right to close accounts with a balance of less than $200,000.

Item 8: Methods of Analysis, Investment Strategies, & Risk of Loss

Methods of Analysis

Thematic analysis is based primarily on in-depth research regarding corporate performance
with respect to certain industry-specific key performance indicators (“KPIs”) that are material to
a particular thematic strategy. KBC utilizes this research to measure the peer-relative thematic
performance of companies operating in certain industries utilizing analytical frameworks that
integrate applicable KPIs. KBC also utilizes this research to identify companies that it believes
present compelling opportunities to meaningfully advance the objectives of a particular
thematic strategy as a result of their positive impact on the thematic strategy outside of their
normal business operations.

Sustainability analysis is based primarily on a comprehensive analysis of the diverse
environmental, social and governance (ESG) challenges and opportunities linked to the
activities of a company. This analysis provides a targeted evaluation of a company’s ESG
performance based on industry-specific key performance indicators.

Controversy analysis is based primarily on in-depth research regarding corporate actions that
may have an adverse impact on a company’s stakeholders. KBC conducts ongoing monitoring
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for controversies involving any constituent included in a thematic strategy and evaluates each
controversy to determine if any action in respect of that company is warranted. KBC utilizes
this analysis to assess the risks associated with the constituents of each thematic strategy and
may remove companies from a thematic strategy if, in the opinion of KBC, the risks associated
with the controversy substantially outweigh the company’s contributions to the particular
compassionate investing theme.

Financial risk analysis of a company involves the analysis of key financial statement
information, an evaluation of its financial performance relative to industry peers and an
assessment of its overall financial health. KBC utilizes this analysis to assess the financial risks
associated with the constituents of each thematic strategy and may remove companies from a
thematic strategy if, in the opinion of KBC, the financial risks of the company substantially
outweigh the company’s contributions to the particular compassionate investing theme.

The primary sources of research information used by KBC include third-party research,
corporate sustainability reports, reports and studies prepared by non-governmental
organizations and non-profit organizations, SEC filings, annual reports, company press
releases, company websites, and newspapers, magazines and online reports.

Investment Strategies

KBC applies pre-established single-stock and sector constraints to help manage the exposure of
each thematic strategy to any individual security or sector. The securities utilized by KBC in
designing each strategy are mainly mid-cap, large-cap and mega-cap equity securities and
ADRs, but KBC may invest in other securities if KBC determines that such securities are
consistent with the applicable strategy. These other securities may include small-cap and
micro-cap equity securities and ETFs. KBC only utilizes long positions in managing its
portfolios. Less than 5 percent of each strategy will be invested in cash or cash equivalents,
such as money market accounts.

KBC manages a global and U.S.-only variant of each thematic strategy unless KBC determines
that there are an insufficient number of possible constituents for any such variant. KBC does not
hedge the currency risk associated with its global thematic strategies and KBC'’s clients will
therefore bear that risk. KBC does attempt to avoid significant exposure to any single foreign
currency in each global thematic strategy, but such diversification will not help to mitigate
losses or underperformance due to foreign currency exposure in a global economic
environment that involves a general strengthening of the U.S. dollar against most or all foreign
currencies.

To the extent the global version and/or U.S.-only version of each thematic strategy is comprised
of a sufficient number of securities, KBC also manages a variant of each such strategy that
concentrates on the thematic leaders within each industry (each a “Leaders Strategy”). While
KBC’s standard strategies focus on those companies that are above average performers with
respect to a particular theme in comparison to their industry peers, each Leaders Strategy will
hold a smaller set of companies that have demonstrated even higher peer-relative thematic
outperformance based on KBC's proprietary research. Therefore, in comparison to a standard




Strategy, each Leaders Strategy will be more concentrated and will involve a higher degree of
investment risk because each individual security will more significantly impact the performance
of a Leaders Strategy. Only those clients who are willing and able to bear the additional risk
associated with a portfolio that is less diversified should invest in a Leaders Strategy.

KBC uses primarily medium- and long-term trading but may engage in short-term trading if
there is a significant change in the risk/reward outlook for a particular security.

Material Risks

Clients should be aware that there is a material risk of loss using any investment strategy. An
investment in any KBC thematic strategy has the following primary risks.

Stock Market Risk. The stocks selected by KBC may decline in value as a result of general
factors that impact the overall stock market, specific sectors of the stock market or particular
securities, which may result in a loss to the client.

Securities Selection Risk. Equity securities selected by KBC may not perform to expectations.
Consequently, portfolios managed by KBC may underperform compared to other portfolios.

Equity Securities Risk. Common stocks and other equity securities generally increase or
decrease in value based on the earnings of a company and on general industry and market
conditions.

Market Capitalization Risk. Investing primarily in issuers within the same market
capitalization category carries the risk that the category may be out of favor due to current
market conditions or investor sentiment.

Foreign Securities Risk. Investments in foreign companies and markets carry several economic,
financial, political and social risks that are not typically associated with domestic companies.

Foreign Currency Risk. Securities that trade or are denominated in currencies other than the
U.S. dollar may be adversely affected by fluctuations in currency exchange rates.

Emerging Markets Risk. The risks of investing in emerging market securities are greater than
those of investing in securities of developed foreign countries.

Exchange-Traded Fund Risk. An ETF is an investment fund traded on stock exchanges, similar
to stocks. Like any security, investing in an ETF carries the risk of capital loss. Areas of concern
include the lack of product transparency, product complexity, conflicts of interest and the
possibility of inadequate regulatory compliance.

Business Risk. Companies face a range of business risks, including strategic risk, operational
risk, financial risk and reputational risk.

Regulatory, Political and Legislative Risk. Companies face a complex set of regulations and
laws in each country in which they operate. The regulatory, political and legal environment can
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change rapidly and without warning, which can significantly impact and complicate a
company’s compliance efforts.

Liquidity Risk. Liquidity risk relates to the lack of marketability or liquidity for a specific
security, such as when a security cannot be bought or sold quickly enough to prevent or
minimize a loss due to a lack of sellers or buyers, respectively. Liquidity risk usually increases
during periods of market turmoil or when traditional market participants decide not to trade
certain securities or withdraw from certain markets.

Interest Rate Risk. Changes in interest rates may increase volatility and adversely impact the
value of equities, ADRs or ETFs held in a client account. For example, when interest rates rise,
yields on dividend-paying stocks may become less attractive causing their market values to
decline.

Information Risk. Information about a security or issuer or the market might not be available,
complete, accurate or comparable to information that is available about other securities, issuers
or markets.

Transaction Risk. KBC may be unable to settle, or may experience a delay in settling, a
transaction or the commissions and settlement expenses for a particular transaction may be
higher than usual.

Opportunity Risk. KBC or a client may be unable to take advantage of an investment
opportunity because the necessary assets are committed to less advantageous investments or
strategies.

Market Disruption and Geopolitical Risk. Geopolitical and other events may disrupt securities
markets and adversely affect global economies and markets, which could cause the investments
held in a client account to decline in value or become illiquid.

Management and Operational Risk. Each thematic strategy relies on KBC’s ability to achieve its
investment objective. Each thematic strategy runs the risk that KBC’s analytical frameworks for
Primary Industries and/or investment techniques will fail to produce the desired results and
may incur significant losses. The design of each industry framework, the scoring of individual
companies on specific KPIs, and the evaluation of the overall thematic performance of those
companies operating in Secondary Industries involve numerous subjective decisions that have
the potential to materially affect the performance of the related thematic strategy. In addition,
there can be no assurance that all of KBC’s key personnel or consultants will continue to be
associated with KBC for any length of time. The loss of their services could have an adverse
impact on KBC’s ability to achieve the investment objectives of any strategy. KBC also may not
be able to effectively implement a thematic strategy or realize the objectives of the strategy if
KBC’s operations or the operations of other service providers are impaired such that they are
unable to furnish essential services, such as research, custodial or brokerage services. Cyber-
attacks, disruptions, or failures that affect service providers, counterparties, market participants,
or issuers of securities could result in losses and may impair KBC’s ability to implement a
strategy or realize the objectives of a strategy.
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For a detailed list of risks associated with investing in the Karner Blue Animal Welfare Fund,
please refer to the fund prospectus and statement of additional information, which can be
obtained from the Fund’s website or upon request.

Investing in securities involves a risk of loss that you, as a client, should be prepared to bear.
KBC’s thematic strategies are not complete investment programs and the securities within
each strategy are selected based on non-financial factors. There is no guarantee that any
strategy will be profitable or achieve its investment objective, and it is possible to lose
money by investing in any investment strategy. Each strategy is intended for long-term
investors and is not well suited for short-term trading. KBC clients should therefore have a
long-term investment perspective and be able to tolerate potentially sharp declines in value.

Item 9: Disciplinary Information

KBC has no legal or disciplinary events to report that are material to the firm’s investment
advisory services or the integrity of our management.

Item 10: Other Financial Industry Activities and Affiliations

Vicki Lynn Benjamin (“Ms. Benjamin”) is currently employed full-time by Calvert Investments,
Inc. (“Calvert”) and its subsidiaries as President and Treasurer. She also serves on the Board of
Directors of each such company. Her employment term currently extends through June 30,
2020. Ms. Benjamin does not serve in the capacity of an investment adviser representative for
Calvert and she does not receive any commissions from her employment with Calvert. Calvert
is located at 4550 Montgomery Avenue, Suite 1000N, Bethesda, MD 20814. Calvert and its
affiliates have no relationship to KBC, and KBC'’s services and products are not provided,
sponsored, overseen, or sanctioned by Calvert or any Calvert affiliate. Accordingly, Calvert
has no obligation whatsoever to any KBC client.

Ms. Benjamin is a certified public accountant and serves as the Treasurer and Tax Matters
Partner of KBC. In order to avoid any potential conflicts between the accounting or tax advice
that Ms. Benjamin provides to KBC and any incidental accounting or tax advice that
Ms. Benjamin would provide to a client, it is the policy of KBC that Ms. Benjamin will not
provide accounting or tax advice to any client; provided, however, that Ms. Benjamin may
consider realized and unrealized capital gains and capital losses when managing any client
account. Ms. Benjamin does not have signatory authority over any client account. Clients
should consult their own accountants or tax professionals if they are in need of accounting or
tax advice relating to the client’s account with KBC or the services performed by KBC on behalf
of the client.

Mr. Niebler is an attorney and serves as the General Counsel of KBC. In order to avoid any
potential conflicts between the legal advice that Mr. Niebler provides to KBC and any incidental
legal advice that Mr. Niebler would provide to a client, it is the policy of KBC that Mr. Niebler
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will not provide legal advice to any client. Clients should consult their own attorneys if they
are in need of legal advice relating to the client’s relationship with KBC or the services
performed by KBC on behalf of the client.

Item 11: Code of Ethics, Participation or Interest in Client

Transactions and Personal Trading

We have adopted a Code of Ethics (the “Code”) to address the KBC’s staff’s conduct. The Code
focuses on our fiduciary duty to you, personal securities transactions of the firm’s staff, insider
trading, gifts and entertainment and conflicts of interest. The Code includes, but is not limited
to, our position on the following topics:

>

*,

*,

» The duty to always place the interests of our clients first;

» All personal securities transactions must be conducted in a manner consistent with the Code
and to avoid any actual or perceived conflict of interest, or any abuse of a KBC's staff
position of trust and responsibility;

» KBC’s staff may not take inappropriate advantage of their positions;

» Information concerning a client’s financial information, personal information and security
holdings are confidential and should be kept secure; and

% Independence in the investment decision-making process is important.

DS

DS

DS

We will provide a copy of the Code to a client or any prospective client upon request.

When purchasing shares of the Karner Blue Animal Welfare Fund for our clients, a conflict of
interest exists to the extent that the total compensation to us is increased, based on the
investment management fee that we receive on the fund. This conflict of interest is addressed by
excluding any assets invested in the fund from the SMA asset-based fee calculations. All clients
are informed of KBC'’s relationship to the fund and SMA clients are not required to purchase the
fund.

We also purchase and sell securities in the Karner Blue Animal Welfare Fund that are also
purchased and sold for individual client accounts. We have developed trading policies and
procedures in order to protect your interests in these instances.

KBC’s staff is permitted to engage in personal securities transactions. These transactions create
potential conflicts of interest if they were to trade in advance in a security that is owned by a
client or considered for purchase or sale to a client. We have adopted policies and procedures
that are reasonably designed to effect transactions for you in a manner consistent with the
fiduciary duty owed to you as a client. KBC’s staff who buys or sells the same securities bought
or sold for a client may do so only if they comply with our written policies and procedures.
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Item 12: Brokerage Practices

Custodians/broker-dealers are selected or recommended based on KBC’s duty to seek “best
execution,” which is the obligation to seek execution of securities transactions for a client on the
most favorable terms for the client under the circumstances. This does not mean that the client
will necessarily pay the lowest commission or commission equivalent. In addition to best
execution, KBC also considers the market expertise and research access provided by the broker-
dealer/custodian, including but not limited to access to written research, oral communication
with analysts, admittance to research conferences and other resources provided by the brokers
that may aid in KBC's research efforts. KBC does not charge a premium or commission on
transactions, beyond the actual cost imposed by the broker-dealer/custodian.

Unless directed otherwise by the client, KBC has the investment discretion to select the
securities and amount of securities for client accounts. KBC also has discretionary authority
from the Karner Blue Animal Welfare Fund to select the broker used and the commission rates
to be paid. While SMA clients choose their own broker-dealer/custodian, they typically follow
KBC’s recommendation and the firm has the discretion to negotiate the related fees. It is KBC’s
policy to seek best execution of orders on the most favorable terms for the client under the
circumstances. In selecting brokers to effect portfolio transactions, KBC considers at least the
following:

DS

» the size, type and difficulty of the transaction;

the nature of the market for the security;

the reputation, experience and financial stability of the broker;
% the quality of service;

% the commission rate;

% the risk involved in positioning a block of securities; and

% any research and other services provided by the broker.

X3

%

‘0

*

KBC has an incentive to recommend a broker-dealer based on its interest in receiving research
or other products or services rather than on the clients’ interest in receiving most favorable
execution under the circumstances.

KBC prefers that clients use the custodial and brokerage services of Folio Investments, Inc.
(“Folio”), which is an SEC-registered online broker-dealer and a member of the Financial
Industry Regulatory Authority and the Securities Investor Protection Corporation (see
www.sipc.org for more information about SIPC and how it serves member firms and the
investing public). In recommending Folio, KBC has taken into account Folio’s ability to provide
professional services, its reputation, its quality of execution services, and the cost of such
services. Among other factors, as part of the standard package of services available to all
advisers and their clients who use Folio as a custodian, Folio offers a unique “window trading”
methodology for executing orders (described in detail on www.folioclient.com); a model
manager exchange; advisory fee billing services; online access to the Folio platform to enter
orders, view account information and use tax management functionality; and performance
reports. These services are not based upon the number or size of transactions.

14




KBC conducts periodic assessments of custodians involving a review of the range and quality of
services and the reasonableness of fees, among other items, in comparison to industry peers.
While we recommend that you use Folio, the decision whether to do so is made by each client.
Accounts with Folio are opened directly by each client by entering into an account agreement
with Folio. KBC does not open a Folio account for you, although KBC will assist you in doing
SO.

Research and Other Soft-Dollar Benefits

While KBC has no formal soft dollar program in which soft dollars are used to pay for third
party services, KBC receives research, products, or other services from custodians and broker-
dealers in connection with client securities transactions (“soft dollar benefits”). KBC will only
enter into soft-dollar arrangements consistent with (and not outside of) the safe harbor
contained in Section 28(e) of the Securities Exchange Act of 1934, as amended. There can be no
assurance that any particular client will benefit from soft dollar research, whether or not the
client’s transactions paid for it, and KBC does not seek to allocate benefits to client accounts
proportionate to any soft dollar credits generated by the accounts. KBC benefits from soft dollar
arrangements by not having to produce or pay for research, products or services, and KBC will
have an incentive to recommend a broker-dealer based on receiving such research, product or
services. Clients should be aware that KBC’s acceptance of soft dollar benefits may result in
higher commissions charged to the client.

Clients Directing Which Broker-Dealer/Custodian to Use

KBC clients who elect to open an account with Folio are unable to engage in directed brokerage.
KBC does not have the ability to direct the executing broker that Folio should select to execute
trades in client accounts. Folio also offers trading in fractional shares, which may require Folio
to act in a principal capacity.

KBC clients who elect to open an account with a custodian and broker-dealer other than Folio
may, subject to any limitations imposed by such custodian and/or broker-dealer, direct KBC to
execute transactions through a specified broker-dealer. If a client directs brokerage, the client’s
direction with respect to the use of brokers supersedes any authority granted to KBC to select
brokers. The client’s direction to use a specified broker-dealer may result in higher
commissions, which may result in a disparity between unrestricted and directed accounts. A
client’s direction may cause (i) the client to be unable to participate in block trades (unless KBC
is able to engage in “step outs”) and (ii) trades for the client and other directed accounts to be
executed after trades for unrestricted accounts, which may result in less favorable prices,
particularly for illiquid securities or during volatile market conditions.

Aggregating (Block) Trading for Multiple Client Accounts

KBC does not aggregate purchases and sales across client accounts maintained with Folio.
However, orders are aggregated by Folio as part of its patented “window trade” process.
Instead of being executed immediately, Folio window orders are processed one or more times
per day and executed generally around 11 a.m. ET and 2 p.m. ET. In the window trade process,
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Folio aggregates orders designated for trading in the window based on the ticker symbol of
each security and whether it is a buy or sell order. An aggregated order may include any
combination of orders from the accounts of various clients of KBC, accounts maintained by
Folio that are not advised by KBC, and Folio’s firm account. Folio generally routes aggregated
orders to a market maker for execution or to a mutual fund company for fulfillment. Folio may
also execute window orders entirely by using its own inventory of securities. All Folio
customers receive the same execution price for any given window trade.

Trade Errors

It is KBC’s policy that a client must not be disadvantaged for trade errors attributed to the firm.
Trades are amended to reflect the original intent of the purchase or sale. If this change results in
a loss, KBC will reimburse this loss. If this change results in a gain, that gain is applied to the
client account.

Item 13: Review of Accounts

All client accounts for KBC's advisory services provided on an ongoing basis are reviewed at
least annually by Vicki Lynn Benjamin, President and Treasurer, Andrew Kurt Niebler,
Executive Vice President, General Counsel & Chief Compliance Officer, or Wilson Kistler, Vice
President — Head of Distribution, with respect to both the Client Information and the
Investment Guidelines. All accounts at KBC are assigned to one of these reviewers.
Additionally, reviews may be triggered by material market, economic or political events, or by
changes in a client's financial situation (such as retirement, termination of employment, physical
move, or inheritance).

Item 14: Client Referrals and Other Compensation

KBC does not directly or indirectly compensate any person for client referrals.

KBC receives certain economic benefits as a result of our participation in Folio Investment’s
advisory platform. Those benefits are described in detail in the preceding section entitled
“Brokerage Practices.”

Item 15: Custody

KBC must have written authorization from SMA clients to deduct advisory fees from their
accounts. When advisory fees are calculated by KBC and deducted from a client account by the
custodian, KBC is deemed to have limited custody of the client's assets. Clients will receive
statements from their custodian reflecting the account activity and holdings at least quarterly.
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Clients should carefully review the statements received from the custodian and verify that the
transactions in the account are accurate and consistent with their stated objectives.

Item 16: Investment Discretion

KBC offers discretionary and non-discretionary investment advisory services to clients.
Currently, non-discretionary investment advisory services are not available for accounts
maintained at Folio. The investment management agreement with each client establishes the
discretionary authority for trading. Where investment discretion has been granted, KBC
generally manages the client’s account and makes investment decisions without consultation
with the client as to when securities are to be bought or sold for the account, the total amount of
securities to be bought or sold, the specific securities to be bought or sold, and the price per
share. In some instances, KBC’s discretionary authority in making these determinations may be
limited by conditions imposed by the client’s Investment Guidelines or in written client
instructions otherwise provided to KBC. Clients may impose reasonable investment restrictions
with respect to certain securities or types of securities.

Item 17: Voting Client Securities (Proxy Voting)

KBC acknowledges its fiduciary obligation to vote proxies on behalf of those clients that have
delegated that responsibility to it, or for which it is deemed to have, proxy voting authority.
KBC will vote proxies on behalf of a client solely in the best interest of the relevant client and
has established general guidelines for voting proxies. Further, because proxy proposals and
individual company facts and circumstances may vary, KBC may vote in a manner that is
contrary to the general guidelines if it believes that doing so would be in a client’s best interest
to do so. If a proxy proposal presents a conflict of interest between KBC and a client, then KBC
will disclose the conflict of interest to the client prior to the proxy vote and, if participating in
the vote, will vote in accordance with the client's wishes.

Clients may obtain a complete copy of the proxy voting policies and procedures by contacting
KBC in writing and requesting such information. Each client may also request, by contacting
KBC in writing, information concerning the manner in which proxy votes have been cast with
respect to portfolio securities held by that client during the prior annual period.

Item 18: Financial Information

KBC is not aware of any financial condition that is reasonably likely to impair the firm’s ability
to meet its contractual commitments to its clients.




