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This investment adviser Brochure (“Brochure”) provides information about the qualifications and business practices of 
Saybrook Fund Advisors, LLC. It is prepared pursuant to regulatory requirements. If you have any questions about the 
contents of this Brochure, please contact Compliance at Compliance@saybrookfundadvisors.com or (310) 601-3710. The 
information in this Brochure has not been approved or verified by the United States Securities and Exchange Commission 
(“SEC”) or by any state securities authority. Saybrook Fund Advisors, LLC is a registered investment adviser with the SEC 
under the Investment Advisers Act of 1940, as amended (the “Advisers Act”). However, such registration does not imply a 
certain level of skill or training. Additional information about Saybrook Fund Advisors, LLC is also available on the SEC’s 
website at www.adviserinfo.sec.gov. 

 
Dated: March 31, 2022 
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This amendment to the Brochure dated March xx, 2022 serves as an update to Saybrook Fund Advisors, 
LLC’s (“SFA” or the “Firm”) brochure dated March 29, 2021. There are no material changes to report since 
the last annual updating amendment.   

Item 2 Material Changes 
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INTRODUCTION 

SFA is a registered investment adviser with the SEC. SFA is also noticed filed in its home State of California. 
SFA’s registration as an investment adviser does not imply any level of skill or training.  

SFA serves as an investment adviser to privately offered pooled investment vehicles (each a “Fund,” and 
collectively, the “Funds”), typically formed as limited partnerships (where SFA or an affiliate is the general 
partner or manager). The Funds are available only to outside investors who are “accredited investors” under 
the Securities Act of 1933, as amended (the “1933 Act”), and “qualified clients” under the Advisers Act, as 
amended. The Funds are not made available to the general public and are not registered under the 1933 Act 
or the securities laws of any other state or jurisdiction.  

The investment strategy of the Funds managed by SFA is to generate favorable after-tax total returns primarily 
by investing in distressed and defaulted municipal securities. Specifically, SFA’s strategy is to invest in 
distressed and defaulted municipal obligations, including by purchasing securities related to capital constrained 
or financially distressed municipal obligors, with an emphasis on over-leveraged municipal bonds, under-
capitalized municipal entities and under-performing assets where the Funds can gain control of the underlying 
assets and drive the workout process with a clearly defined exit strategy.  

The oral and written communications provided to you, including this Brochure, is information you can use to 
evaluate SFA as an investment adviser, which are factors in your decision to hire the Firm or to continue to 
maintain a mutually beneficial relationship. This Brochure provides information about SFA’s qualifications and 
business practices. Pursuant to SEC Rules, clients will receive a summary of any material changes to the 
Brochure, and any subsequent versions of the Brochure within 120 days of the close of SFA’s fiscal year, which 
is December 31. 

SFA was formed as a limited liability company in Delaware on February 14, 2011. The co-managing partners 
of SFA are Jon P. Schotz and Jeffrey M. Wilson. The principal owner of SFA is Saybrook Fund Managers, LLC. 
The principal owners of Saybrook Fund Managers, LLC are Jon P. Schotz and Jeffrey M. Wilson.   

ADVISORY SERVICES OFFERED 

The Funds are structured as lock-up Funds, where each limited partner makes an up-front commitment to 
contribute a stated amount of capital as it is called by SFA (or an affiliate) for investment (or to pay Fund 
expenses) and they are not permitted to withdraw capital committed prior to the end of the stated multi-year 
term of the Fund. The Funds invest in distressed and defaulted municipal bonds (both tax-exempt and taxable), 
as well as in selected capital constrained situations. The Funds utilize a research-intensive approach to 
investing in distressed and defaulted municipal debt and attempt to create value through a range of exit 
strategies. The capital constrained investments are typically direct loans, which SFA believes have upside 
potential upon exit. Investment advice is provided directly to each Fund itself and not to the individual limited 
partners in the Funds. SFA tailors its advisory services to the individual needs of each particular Fund but not 
to the individual needs of underlying investors.   

SFA does not participate in wrap fee programs. 

ASSETS UNDER MANAGEMENT 

As of December 31, 2021, SFA had approximately $ 183,780,596 of discretionary assets under management 
and $101,966,485 of non-discretionary assets under management. 

 

FUND MANAGEMENT FEE SCHEDULES 

SFA receives management fees for managing the Funds. Generally, management fees are charged at an 
annual rate of between 1% and 2% of the amount of capital committed by each limited partner in a Fund. 

Item 4 Advisory Business 

Item 5 Fees and Compensation 
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Management fees are payable quarterly in advance and are typically paid by limited partners via capital calls. 
The first payment, if less than a full quarter, is pro-rated for the days remaining in the quarter. More detailed 
information regarding the management fee for each Fund is set forth in the respective Private Placement 
Memorandum (“PPM”) and Limited Partnership Agreement (“LPA”).  

The foregoing represents the management fees charged by SFA, however, fees are negotiable in certain 
circumstances, and arrangements with any particular investor can differ from those described above.  

ADDITIONAL TYPES OF FEES OR EXPENSES 

In addition to the management fees paid to SFA, each of the Funds bears certain expenses. As set forth in its 
respective LPA, each Fund bears expenses including, without limitation: (i) administration fees and expenses, 
whether provided by a third party or by SFA or an affiliate of SFA; (ii) audit fees; (iii) broken deal expenses; (iv) 
brokerage commissions, clearing and settlement charges (please see Item 12 for additional information 
regarding brokerage practices); (v) custodial fees and other bank service fees; (vi) interest and other expenses 
incurred in respect of borrowings, if any; (vii) due diligence related expenses, including, without limitation, third 
party consultants and related travel; (viii) expenses associated with information, communication and periodic 
reporting to investors; (ix) expenses incurred in connection with legal and regulatory compliance with U.S. 
federal, state, local and non-U.S. or other law or regulation; (x) financial statements, tax returns and Schedules 
K‐1; (xi) insurance premiums; (xii) legal fees, including costs of litigation involving the Funds or accounts and 
the amount of any judgments or settlements paid in connection herewith; and (xiii) marketing expenses incurred 
in connection with fundraising activities in each case subject to the organization expense cap for the applicable 
Fund. Expenses of SFA in connection with maintaining and operating its offices (such as compensation of its 
employees, rent, utilities and general office expenses) are not included. Please refer to the Funds’ respective 
PPM and LPA for a detailed description of expenses borne by each Fund. 

TERMINATION 

The proceeds received from the sale of portfolio holdings (as well as interest and cash dividends received) are 
generally distributed to limited partners. However, limited partners in the Funds are not permitted to otherwise 
reduce or withdraw their investments until the Fund’s maturity without the consent of SFA (or an affiliate) in its 
capacity as general partner. Such consent, if given, would require that the withdrawing partner be penalized 
for such early withdrawal.  

In the event SFA’s services are terminated prior to the end of a quarter, SFA shall refund the unearned portion 
of the management fee it received from limited partners. 

 

Saybrook Tax-Exempt Investors, LLC (“STEI”) and Saybrook Fund Investors, LLC (“SFI”) serve as the general 
partners to certain of the Funds and have an ownership interest in certain of the Funds. STEI and SFI receive 
a profit allocation or “carried interest” for serving as the general partners, entitling STEI or SFI to 20% of realized 
profits after a preferred return to limited partners. This carried interest is based on realized gains and received 
income only, and is payable as portfolio holdings are liquidated, subject in some cases, to a reserve or claw-
back arrangement to account for possible or actual losses incurred on holdings subsequently sold. All such 
arrangements conform to section 205(a)(1) of the Advisers Act. Carried interest amounts in the Funds are 
determined based on proceeds distributed to investors after stated hurdle rates have been achieved.  

SFA and its affiliates have sponsored, managed or participated in, and may elect in the future to sponsor, 
manage or participate in, other securities investment activities, accounts and programs unrelated to the Funds, 
but which may compete with the Funds’ investment activities.  

SFA, STEI and SFI serve each of the Funds as a fiduciary and, consequently, must exercise good faith and 
integrity in handling the business of the Funds. Similarly, nevertheless, in the conduct of such business, 
conflicts of interest could arise between the interests of SFA, STEI and/or SFI and those of one or more of the 
Funds. SFA’s procedures are designed to ensure that all investment decisions are made without consideration 
of SFA’s (or its affiliates’ or employees’) interest in a Fund but, instead, in accordance with SFA’s fiduciary duty 
to the Funds and Fund investors. 

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

SFA or an affiliate acts as general partner, managing member, or otherwise exercises investment discretion 
with respect to the Funds. The Funds include investment partnerships or other investment entities formed under 
domestic laws and operated as investment pools exempt from the definition of an investment company under 
the Investment Company Act of 1940, as amended. The investors participating in the Funds include individuals, 
other investment entities, pension and profit-sharing plans, trusts, estates or charitable organizations or other 
corporations or business entities and at certain times will include, directly or indirectly, principals or other 
employees of SFA and its affiliates.  

CONDITIONS FOR ACCOUNT MANAGEMENT 

Each of the Funds has a stated minimum investment requirement. The Funds’ minimum investment 
requirement is $1 million. For certain investors, SFA has waived these minimum investment requirements in 
its sole discretion.  

The Funds are not suitable for all prospective investors. The applicable subscription application and PPM for 
each Fund sets forth the suitability requirements that a prospective investor must satisfy in order to invest in 
each Fund. 

 

METHODS OF ANALYSIS & INVESTMENT STRATEGIES 

The Funds managed by SFA could involve a higher level of investment risk, while seeking greater returns than 
traditional investment products. As not all investments may be appropriate for all Funds, not all Funds will be 
offered the opportunity to invest, and not all Funds afforded that opportunity will choose to invest. 

SFA investment personnel conduct commercially reasonable due diligence of each investment based on the 
facts and circumstances applicable to each potential opportunity. The objective of such analysis is to identify 
attractive investment opportunities and the possible risks associated with that investment in order to develop 
an investment strategy that has a high probability of delivering attractive returns to investors. 

The portfolio managers primarily utilize discounted cash flow methods, business or project valuation 
techniques and fundamental credit analysis, where appropriate, utilizing data from the Electronic Municipal 
Market Access (“EMMA”) website, borrowers/issuers, internal databases, broker/dealers and other third-party 
contacts to seek to achieve high after-tax total returns through investment in distressed and defaulted municipal 
obligations, or through direct loans to municipal issuers in certain capital constrained situations.  

RISKS 

Distressed Situations. Investment in the Funds requires a long-term commitment, with no certainty of return. 
At times, the Funds have invested,  and may in the future invest, in companies that subsequently experience 
financial difficulties; difficulties which may never be overcome.  

Illiquid Investments. Investments made by the Funds are expected to be illiquid, and there can be no assurance 
that the Funds will be able to realize such investments in a timely manner. Liquidity risk exists when particular 
investments are difficult to purchase or sell. This can reduce a portfolio’s returns because the portfolio wouldn’t 
be able to transact at advantageous times or prices.  

Trading Derivative Investments and Leveraging Involve Risk. Although the Funds generally do not employ 
investment leverage, the Funds’ portfolio investments may include businesses or assets with significant 
leverage. Leverage would involve the use of various financial instruments or borrowed capital in an attempt to 
increase the return of an investment. The use of leverage involves risk, including the potential for higher 
volatility and greater declines in a portfolio’s value, and fluctuations of interest or other distribution payments. 

Item 7 Types of Clients 

Item 8 Methods of Analysis, Investment Strategies and Risk of Loss 
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No Guaranteed Return of Investor’s Capital Contributions. Most of the securities in which the Funds are likely 
to invest will be troubled or potentially troubled and may be or have recently been or could become involved in 
restructuring, bankruptcy reorganization or liquidation. Accordingly, these securities are likely to be particularly 
risky investments and the Funds could also lose all or substantially all of their investment in any particular 
instance. In turn, such investments can offer the potential for correspondingly high returns, but there is no 
minimum credit standard that is a prerequisite to the investment in any debt instruments in which the Funds 
are permitted to invest. Securities in which the Funds invest can rank junior to other outstanding securities and 
obligations of the issuer, all or a significant portion of whose debt securities could be secured by substantially 
all of the issuer’s assets. Moreover, the Funds at times will invest in securities that are not protected by financial 
covenants or limitations on additional indebtedness. In addition to amounts needed to cover the initial 
acquisition cost of portfolio investments, commitments could be drawn in accordance with the respective 
Fund’s PPM, including after the end of a Fund’s commitment period, to cover certain follow-on investments 
determined by the general partner or the adviser to be necessary or appropriate to preserve, protect or enhance 
the Fund’s prior investment in such investments. Even despite such efforts, the Funds’ portfolio investments 
could lose value as a result of their level of subordination, restructuring, bankruptcy reorganization, liquidation, 
or various other factors over which the Funds have limited or no control. 

Investments in General; Concentrated Portfolio. Because the Funds in each case make only a limited number 
of investments and since many of the Funds’ investments involve a high degree of risk, poor performance by 
a few of the investments could severely affect the total returns to limited partners. Further, concentrating 
investments in a particular industry, asset class, market or region means that performance will be more 
susceptible to loss due to adverse occurrences affecting that industry, asset class, market or region. For 
example, a portfolio concentrating in a single industry is subject to greater risk of adverse economic conditions 
and regulatory changes than a fund with broader industry diversification.  

General Business Risks. Several factors, including the thinly traded or untraded and “distressed” nature of the 
securities targeted by the Funds, the overall size and concentrations in particular markets and maturities of 
positions, and uncertainties relating to the collateral underlying such securities, make it difficult to determine 
the “fair market” or “liquidation” value of portfolio investments. Such values, while not reasonably knowable, 
could fluctuate widely over time as a result of interim developments in any work-out scenario, particularly one 
involving litigation.  

Fund Valuation. Portfolio investments are carried at fair value (i.e., the price that would be received to sell an 
asset or paid to transfer a liability in an orderly transaction between market participants at the measurement 
date). In determining fair value, the respective general partner uses various valuation approaches. A fair value 
hierarchy for inputs is used in measuring fair value that maximizes the use of observable inputs and minimizes 
use of unobservable inputs by requiring that the most observable inputs are to be used when available. The 
fair value hierarchy is categorized into three levels based on the inputs as follows: (i) Level 1 – valuations based 
on unadjusted quoted prices in active markets for identical assets or liabilities that the Funds have the ability 
to access; (ii) Level 2 – valuations based on inputs, other than quoted prices included in Level 1, which are 
observable either directly or indirectly; and (iii) Level 3 – valuations based on inputs that are unobservable and 
significant to the overall fair value measurement. 

Fair value is a market-based measure, based on assumptions of prices and inputs considered from the 
perspective of a market participant that are current as of the measurement date, rather than an entity-specific 
measure. Therefore, even when market assumptions are not readily available, the respective general partner’s 
own assumptions are set to reflect those that market participants would use in pricing the asset or liability at 
the measurement date. To the extent that valuation is based on models or inputs that are less observable or 
unobservable in the market, the determination of fair value requires more judgment. The degree of judgment 
exercised by the respective general partner in determining fair value is greatest for investments categorized in 
Level 3. All matters concerning the valuation of the assets and liabilities of the partnership, including, without 
limitation, any determination of fair value or any other valuation necessary for the allocation of income, 
expense, gains and losses among the partners, including taxes thereon, and accounting procedures not 
expressly provided for by the terms of each LPA shall be equitably determined in good faith by the respective 
general partner. 

Non-Investment Grade Debt Securities. There is no guarantee of a minimum rate of return or of a limit on 
losses. A portfolio’s performance depends on the performance of individual securities in which the portfolio 
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invests. Changes to the financial condition or credit rating of an issuer of those securities can cause the value 
of the securities to decline or even become worthless. Additional information on investment risk is discussed 
in the individual PPM of each Fund.  

Cybersecurity Breaches and Identity Theft. The Firm’s technology and information systems can be susceptible 
to, amongst other things, interruption from network failures, computer viruses, telecommunication failures, 
infiltration by unauthorized persons and security breaches, usage errors, power outages and catastrophic 
events (such as fires, tornadoes, floods, hurricanes and earthquakes) and damage. Although the Firm has 
implemented various measures to manage risks relating to these types of events, if these systems are 
compromised, become inoperable for extended periods of time or cease to function properly, the Firm or a 
Fund will have to make a significant investment to fix or in certain circumstances, replace them. The failure of 
these systems and/or of disaster recovery plans for any reason could cause significant interruptions in the 
Firm’s or a Fund’s operation and result in a failure to maintain the security, confidentiality or privacy of sensitive 
data, including personal information relating to investors. Such a failure could harm the Firm’s or a Fund’s 
reputation, subject any such entity and their respective affiliates to legal claims and otherwise affect their 
business and financial performance. SFA was the subject of a cybersecurity incident in which no confidential 
information appeared to be breached.  No further incidents or issues have been detected.  

Epidemic and Pandemic Outbreak. An epidemic or pandemic outbreak and reactions to such an outbreak 
(including the recent global outbreak of the novel coronavirus (“COVID-19”)) generally cause uncertainty in 
markets and businesses, including SFA’s business, and can adversely affect the performance of the global 
economy, including causing market volatility, market and business uncertainty and closures, supply chain and 
travel interruptions, the need for employees and vendors to work at external locations, and extensive medical 
absences. SFA has policies and procedures to address known situations, but because a large epidemic or 
pandemic  could create significant market and business uncertainties and disruptions, not all events that could 
affect SFA’s business and/or the markets can be determined and addressed in advance. 

Business Continuity and Disaster Recovery. SFA’s business operations could become vulnerable to disruption 
in the case of catastrophic events such as fires, natural disaster (e.g., tornadoes, floods, hurricanes, and 
earthquakes), epidemics and pandemics (as further detailed below), terrorist attacks or other circumstances 
resulting in property damage, network interruption and / or prolonged power outages.  Although SFA has 
implemented various measures to manage risks relating to these types of events, there can be no assurances 
that all contingencies are planned for.  If such business operations are disrupted or suspended for extended 
periods of time, the Funds have the potential to be adversely affected.  

SFA enacted its Business Continuity Plan (“BCP”) in March 2020, in response to the COVID-19 pandemic.  The 
BCP was activated to ensure continuation of services to SFA, the Funds or the underlying investors and 
enhance the safety of its employees.  The BCP was developed and tested to provide protocols in an emergency 
such COVID-19.  These procedures are designed to limit disruption in services and maintain efficient and 
effective operations.  SFA has performed comprehensive Firm‐wide business continuity and disaster recovery 
testing which has proven the Firm has a well-defined plan and its controls and policies are effective. 

Please note that while this Item 8 contains a discussion of some of the risks associated with investments in the 
Funds, it is not possible to identify all of the risks associated with investing and the particular risks applicable 
to a Fund will depend on the nature of the Fund, its investment strategy, and the types of securities held. The 
Funds managed by SFA are generally not intended to provide a complete investment program for an investor. 
Investors are responsible for appropriately diversifying their assets to guard against the risk of loss. Investing 
in securities involves risk of loss that clients should be prepared to bear.   

 

SFA and its principals have not been the subject of any material legal or disciplinary events required to be 
disclosed in this Brochure. 

Item 9 Disciplinary Information 
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An affiliate of SFA serves as general partner to each respective Fund. The management of multiple investment 
vehicles can result in conflicts of interests when SFA or its affiliates allocate their time and investment 
opportunities among the Funds.  

The Kayne Saybrook Municipal Opportunity Fund, L.P. (“KSMOF”), an entity owned and controlled by Kayne 
Anderson Capital Advisors, L.P. (“KACALP”), has co-invested alongside one of the Funds in one investment. 
KACALP, founded in 1984, is a leading alternative investment management firm focused on niche investing in 
upstream oil and gas companies, energy and infrastructure, specialized real estate, growth equity and both 
private credit and diversified liquid credit. KACALP manages approximately $32 billion in assets (as of 
12/31/2020) for institutional investors, family offices, high net worth and retail clients and employs 350 
professionals in five core offices across the U.S. SFA serves as a sub-adviser to KSMOF. More information on 
KACALP is available on the SEC’s website at www.adviserinfo.sec.gov. 

SFA has policies and procedures in place to address potential conflicts of interest created by its financial 
industry affiliations. Please see Item 11 for more information on the Firm’s Code of Ethics and conflicts of 
interest policies. 

Neither SFA, nor any of its personnel, are registered or have an application pending to register, as a broker-
dealer or registered representative of a broker-dealer, or any other regulated financial firm. There are no other 
financial industry activities or affiliations to report.  

 

CODE OF ETHICS 

As a fiduciary, SFA owes the Funds its undivided loyalty – the Funds trust SFA to act on their behalf, and the 
Firm holds itself to the highest standards of fairness in all such matters. This is predicated on the principle that 
SFA owes a fiduciary duty to the Funds. As a fiduciary, SFA must serve in the Funds’ best interests. In other 
words, employees cannot benefit at the expense of the Funds and must avoid activities, interests and 
relationships that run contrary (or appear to run contrary) to the best interests of the Funds.  

SFA has adopted a Code of Ethics pursuant to Rule 204A-1 under the Advisers Act. Violations of the Code of 
Ethics could warrant sanctions which include suspension or dismissal, at the discretion of management. 
Current or prospective Fund investors can request a copy of the Code of Ethics by contacting Investor Relations 
at InvestorRelations@saybrookfundadvisors.com or (310) 601-3710. 

PERSONAL TRADING 

As a general rule, SFA’s employees are not permitted to buy or sell for their personal account(s) investment 
products identical to those recommended to the Funds. Policies and procedures have been designed to ensure 
that any employee personal securities transactions do not disadvantage SFA’s Funds. It is SFA’s policy that 
no person employed by it shall effect for himself or herself or for his or her immediate family (i.e., spouse and/or 
minor child) any transactions in a security which is being actively purchased or sold, or is being considered for 
purchase or sale, on behalf of any of the Funds. 

POLITICAL CONTRIBUTIONS 

It is the policy of SFA to not make, and to prohibit its employees from making, any political or charitable 
contributions for the purpose of influencing a public official or his or her agency to become or invest in an SFA 
client. However, employees are able to make personal or charitable contributions in accordance with the 
requirements and restrictions of applicable law and SFA’s policies. To help ensure compliance with SEC rules 
and the many state and local pay-to-play rules, in accordance with SFA’s policies and procedures, all SFA 
employees must obtain prior approval from the Chief Compliance Officer before they (or their spouse or 
dependents) make contributions to a political candidate, government official, or political action committee. 

Item 10 Other Financial Industry Activities and Affiliations 

Item 11 Code of Ethics, Participation or Interest in Client Transactions & Personal Trading 
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All employees (and their immediate family members) are prohibited from making any contributions or gifts to, 
or soliciting or coordinating any contributions or gifts for (i) any incumbent US state or local officeholder 
(including one who is a candidate for federal office); (ii) any candidate or election winner for US state or local 
office; and (iii) any staff member or employee of a US public pension fund, or any elected or appointed trustee, 
fiduciary, or other official whose official duties involve responsibility for such a fund. 

MATERIAL NON-PUBLIC INFORMATION/INSIDER TRADING 

It is further noted that SFA’s investment advisory business is in and shall continue to be in compliance with the 
Insider Trading and Securities Fraud Enforcement Act of 1988, as amended. Specifically, SFA has adopted an 
Ethical Wall Policy and Insider Trading Policy. 

POTENTIAL CONFLICTS RELATING TO ADVISORY CLIENTS 

The results of the investment activities of an SFA Fund may differ significantly from the results achieved by 
SFA for other current or future Funds. SFA will manage the assets of a Fund in accordance with the investment 
mandate of the applicable Fund. SFA will attempt to resolve any actual, potential or perceived conflicts of 
interest in a manner that is generally fair to all Funds and in accordance with the investment mandate of the 
applicable Funds.  

As previously referenced in the Brochure, KSMOF has co-invested alongside one of the Funds in one 
investment. Such co-investment was approved by the applicable advisory boards of the investing Fund. 

 

BROKERAGE SELECTION 

With the exception of KSMOF, SFA has complete discretion over the selection and amount of securities to be 
bought or sold for its Funds. SFA also has complete discretion over the selection of the broker through which 
to effect such transactions. In placing orders for the purchase and sale of securities and selecting brokers to 
effect such transactions, SFA seeks the best execution reasonably available under the circumstances (which 
may or may not result in paying the lowest available brokerage commissions or spread). In doing so, SFA 
considers all factors it deems relevant. Such factors include, but are not limited to: (i) the nature and character 
of the security or instrument being traded and the markets on which it is purchased or sold; (ii) the desired 
timing of the transaction; (iii) the broker’s or dealer’s capital strength and stability, as well as its execution, 
clearance, and settlement capabilities; and (iv) SFA’s knowledge of any actual or apparent operational 
problems of a broker or dealer in executing orders at the most favorable prices reasonably obtainable. While 
SFA generally seeks competitive commission rates, it will not necessarily pay the lowest commission or 
commission equivalent, as transactions that involve specialized services on the part of a broker-dealer 
generally result in higher commission rates or equivalents than would be the case with more routine 
transactions. SFA will choose broker-dealers with higher commissions if they have better execution 
capabilities, brokerage and research services or other legitimate and appropriate services which can be 
particularly helpful in seeking good investment results. 

SFA may pay higher commission rates to those broker-dealers whose execution capabilities, brokerage or 
research services or other legitimate and appropriate services are particularly helpful in seeking good 
investment results. 

The reasonableness of the commissions is based on SFA’s view of the broker’s ability to provide professional 
services, competitive commission rates, research and other services which will help SFA in providing 
investment advisory services to the Funds, viewed in terms of either the particular transaction or SFA’s overall 
responsibility to the Funds, as the extent to which the commission rate or net price associated with a particular 
transaction reflects the value of services provided often cannot readily be determined. In making these 
determinations, SFA recognizes that some firms are better at executing some types of orders than others, and 
it can be in the Funds’ best interests to use a broker-dealer whose commission rates are not the lowest but 
whose executions and other services, SFA believes, could result in lower overall transaction costs or more 
favorable for more certain results. 

Item 12 Brokerage Practices 
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SOFT DOLLARS 

SFA does not utilize third-party soft dollar arrangements. 

SFA is aware of its fiduciary obligation to seek the “best execution” on securities transactions. Best execution 
entails the efficient placement of orders, clearance, settlement and overall execution quality as well as the price 
obtained in the transaction. As part of its efforts to obtain best execution, SFA will aggregate orders or “block 
trade” for several Funds when permitted. Each Fund that participates in a block trade will receive the average 
share price and a pro rata portion of the transaction cost on a trade. Because Funds have different brokerage 
relationships, some Funds will not be eligible to participate in block trades. 

DIRECTED BROKERAGE 

SFA does not allow the Funds (or Fund investors) to direct brokerage to execute transactions through a specific 
broker-dealer. 

 

The Investment Committee for each Fund will conduct periodic meetings to review portfolio holdings. Triggering 
factors for additional reviews include changes in Fund circumstances, changes in market environment or major 
economic events, and changes in real or perceived creditworthiness of key holdings, among others. The Funds 
are reviewed by Jon P. Schotz and Jeffrey M. Wilson (the Portfolio Managers and Members of the Investment 
Committee) and Scott Bayliss (Member of the Investment Committee).  

Each investor in a Fund receives (1) quarterly investment letters and account statements reflecting the 
beginning and ending value of such investor’s account, as well as the activity in such investor’s account; and 
(2) a copy of the annual audit for the Fund, as applicable. These materials are provided with a letter highlighting 
the developments for the period. 

Portfolio investments are carried at fair value (i.e., the price that would be received to sell an asset or paid to 
transfer a liability in an orderly transaction between market participants at the measurement date) and financial 
statements are prepared in accordance with U.S. Generally Accepted Accounting Principles (“GAAP”).  

 

SFA does not currently receive any economic benefit from anyone who is not a client for providing investment 
advice or other advisory services to SFA’s clients. Neither SFA nor any of its related persons compensate any 
person for client or investor referrals. 

 

SFA will comply with the requirements of Rule 206(4)-2 of the Advisers Act (the “Custody Rule”) with regard to 
each of the Funds it manages. SFA is deemed to have custody of assets related to certain of the Funds because 
it or a related party serves as the general partner of the Funds and has the authority to move cash or securities 
from the Funds’ accounts. Investors in the Funds receive audited financials within 120 days following the end 
of the respective Fund’s fiscal year. Audited financial statements are prepared in accordance with U.S. GAAP 
by an independent public accounting firm, which is registered with and subject to regular inspection by the 
Public Company Accounting Oversight Board. 

 

With the exception of KSMOF, SFA has full discretion over the selection and amount of securities to be bought 
or sold for its Funds pursuant to the respective executed investment management agreement. As a general 
matter, clients and investors are not permitted to place limits on SFA’s discretionary authority. SFA also has 
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discretion over the selection of the broker through which to affect such transactions. In placing orders for the 
purchase and sale of securities and selecting brokers to affect such transactions, SFA seeks prompt execution 
of orders at the most favorable prices reasonably obtainable under the circumstances. SFA exercises its 
investment discretion consistent with the applicable investment strategy of each Fund.  

 

Where applicable, SFA votes client proxies consistent with its fiduciary obligations to the Funds. SFA will 
provide information regarding the Firm’s voted proxies or a copy of its proxy voting procedures to investors 
upon written request.  

 

SFA does not require or solicit prepayment of more than $1,200 in fees per client, six months or more in 
advance or have any financial condition that is reasonably likely to impair its ability to meet contractual 
commitments. 

Item 17 Voting Client Securities 
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