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ITEM 1: COVER PAGE

Please refer to previous page.

ITEM 2: MATERIAL CHANGES

This Brochure dated March 30,2021 is an annual amendment filing prepared in accordance with
the SEC’s regulations and requirements. Gracian Capital LLC (“Gracian”) has identified material
changes to the following items: Item 4, the Funds to which Gracian currently provides advisory
services and Gracian’s assets under management; Item 5, Performance-Based Fee and Fund
Incentive Fee; Item 8, Research and Investment Selection — Longs; Item 19, Requirements for
State-Registered Advisers.

Because of the amount of details provided within the Brochure, Gracian encourages each Client
(as defined herein) to read this document carefully and to call us with any questions you may have.

Pursuant to state regulations, Gracian will ensure that Clients receive a summary of any material
changes to this Brochure within 120 days of the close of Gracian’s fiscal year end, along with a
copy of this Brochure. Additionally, as Gracian experiences material changes in the future, we
will send you a summary of our “Material Changes” under separate cover. For more information
about the firm, please contact Thomas L. Heidecker, Chief Compliance Officer at 858-832-1977
or theidecker(@graciancapital.com.

Additional information about Gracian and its investment adviser representatives is available on
the SEC’s website at www.adviserinfo.sec.gov.
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ITEM 4: ADVISORY BUSINESS

A. Description of Firm

Gracian Capital LLC (“Gracian”) is a San Diego, California-based investment management firm
founded in 2011. Gracian is an investment adviser to private funds and offers investment
management services to institutions, endowments, foundations, charitable organizations,
corporations, and other types of business entities. Investment management services are offered on
a fully discretionary or a non-discretionary basis.

Gracian is currently registered as an investment adviser with the California Department of
Financial Protection and Innovation. Gracian conducts business as further reflected in Part 1 of
our Form ADV, a copy of which can be found at www.adviserinfo.sec.gov.

The principal owner of Gracian is Matthew R. Kliber, who is Gracian’s founder and serves as
Gracian’s Managing Member.

B. Types of Advisory Services Offered

Gracian offers discretionary investment advisory services to pooled investment funds, which are
privately offered to investors that are both “accredited investors,” as defined under Regulation D
under the U.S. Securities Act of 1933, as amended (the “Securities Act”), and “qualified
purchasers” or “knowledgeable employees” within the meaning of the U.S. Investment Company
Act of 1940, as amended, and the rules thereunder, and are referred to herein as a “Fund” or
“Funds.”

In addition to offering advisory services to Funds, on a discretionary basis Gracian offers to
provide investment advisory services to separately managed accounts and subadvisory services to
private funds (each such account and private fund, an “SMA” and, together with each Fund, the
“Clients”). Also, on a non-discretionary basis Gracian provides investment consulting services to
two investment advisers. Gracian may, in the future, offer discretionary and/or non-discretionary
investment advisory and/or consulting services to private funds, separately managed accounts
and/or other investment advisers.

Gracian does not tailor the advisory services provided to a Fund to the individual needs of investors
in the Fund. Rather, prospective investors in a Fund are provided with that Fund’s Confidential
Private Placement Memorandum (the “Offering Memorandum™) and other documentation that
detail that Fund’s investment objectives, strategies, risks, fees, conflicts of interest and other
important information related to the Fund. It is important that each potential qualified investor
fully read a Fund’s offering materials prior to investing.

Gracian also offers to provide its investment management services to SMAs with a minimum
account size of $30,000,000, although Gracian may accept a lower minimum account size in
Gracian’s discretion. Gracian typically manages SMAs generally using the same investment
strategy that it uses for a Fund, as mutually determined by the SMA Client and Gracian. To the
extent an SMA Client wishes to modify the strategy and Gracian so agrees, the modified strategy
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will be described in the investment management agreement between Gracian and that Client. Prior
to entering into or renewing an advisory agreement with an SMA Client, Gracian will disclose in
writing any material conflicts of interest regarding Gracian, its representatives or any of its
employees, which could be reasonably expected to impair the rendering of unbiased and objective
advice that does not promote "fair, equitable or ethical principles".

Gracian intends to manage all Client assets on a fully discretionary basis. In exercising full
discretionary authority Gracian selects, without first obtaining the Client’s permission: (1) the
securities to be bought and sold; (2) the amounts of securities to be transacted and whether it will
be individually or blocked traded; and (3) the broker-dealer through which transactions will be
executed.

C. Information Relating to All Gracian Services

While Gracian generally allows SMA Clients to impose reasonable restrictions on the types of
securities and/or industries not to include in their portfolio at the time an investment management
agreement is entered into, Gracian’s strategy is not a complete investment program and is not
intended to be a complete investment program. Gracian’s strategy is intended to be used for only
a portion of an SMA Client’s portfolio and should be entered into only after the Client completes
its own analysis of Gracian’s strategy fit in the context of the Client’s entire investment portfolio.

Prior to engaging Gracian to provide investment advisory services, the prospective client will be
required to enter into one or more written investment management agreements with Gracian setting
forth the terms and conditions under which Gracian shall render its services.

The investment management agreement between Gracian and an SMA Client will continue in
effect until terminated by either party pursuant to the terms of the investment management
agreement. Gracian’s annual fee will be prorated through the date of termination as defined in the
investment management agreement and any remaining balance shall be charged or refunded to the
client, as appropriate, in a timely manner.

Neither Gracian nor a Client may assign an investment management agreement without the consent
of the other party. Transactions that do not result in a change of actual control or management of

Gracian are not considered an assignment.

D. Wrap Fee Programs

Gracian does not participate in any wrap fee programs.

E. Assets Under Management

As of January 1, 2021, Gracian did not have any assets under management.

ITEM 5: FEES AND COMPENSATION
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A. SMA Adyvisory Fees

Gracian charges advisory fees as a flat fee or based on a percentage of assets under management
and performance-based fees dependent upon the size and type of account and qualifications of the
SMA Client. The specific fees charged by Gracian for its advisory services will be set forth in each
SMA Client’s written agreement with Gracian. Although Gracian believes its advisory fees are
competitive, clients should be aware that lower fees for comparable services may be available from
other sources.

1. Management Fee Schedule for SMAs

Gracian generally charges a fee monthly based on the account’s assets under management (AUM)
as of the close of business on the last business day of the calendar month or an annual flat fee paid
in equal quarterly installments. Asset management fees are negotiated on a case-by-case basis, but
generally between 1.0% and 2.0% per annum, paid in arrears.

Clients generally do not pay fees in advance. However, if a particular Client and Gracian adopt a
fee arrangement that calls for payment of fees in advance, upon termination of the advisory
relationship Gracian will refund fees and/or charge that client only for the actual period of time
that Gracian provided advisory services.

Gracian does not deduct fees from Clients’ assets, but bills Clients for fees. Payment terms may
be negotiated.

2. Performance-Based Fee Accounts

Gracian also charges SMA Clients an annual performance-based fee of 10% of the SMA Client
account’s realized and unrealized capital appreciation, with a high water mark. The fee is
negotiable on a case-by-case basis.

3. Other Fees and Expenses

Clients should understand that the advisory fees described above do not include certain charges
imposed by third parties such as custodial fees, miscellaneous fees and expenses.

Clients may incur brokerage commissions and other execution costs charged by the custodian,
prime broker and/or executing broker-dealer in connection with transactions for a Client’s account.
Clients should further understand that all custodial fees and any other charges, fees and
commissions incurred in connection with transactions for a Client’s account will be paid out of the
assets in the account and are exclusive of and in addition to the fees charged by Gracian. Gracian
does not share in any of these fees. Although Gracian believes its advisory fees are competitive,
Clients should be aware that lower fees for comparable services may be available from other
sources. Accordingly, a Client should review the fees charged in which the Client’s assets are
invested, together with the fees charged by Gracian, to fully understand the total amount of fees to
be paid by the Client and to thereby evaluate the advisory services being provided.



Gracian Capital LLC
Form ADV Part 2A

B. Private Fund Fees

1. Fund Management Fee

For its services in managing each Fund’s investments, Gracian receives management fees in
accordance with each Fund’s Offering Memorandum and the investment management agreement
between Gracian and each Fund. The management fee and other compensation to Gracian may
vary from Fund to Fund and may vary among classes of shares within a Fund.

The standard annual management fee each Fund pays Gracian for services is 1%-2% of assets
under management. The management fee is different for different tranches of the same Fund. The
management fee is typically paid monthly in arrears. Please refer to a Fund’s Offering
Memorandum for additional information related to the management fee schedule for that Fund. At
Gracian’s sole discretion, the management fees may be reduced, waived or calculated differently
for any investor, including employees or affiliates of Gracian, for any calendar month(s) or other
period(s) that Gracian determines is appropriate. Upon termination, Gracian’s annual fee will be
prorated through the date of termination and any remaining balance shall be refunded, as
appropriate, in a timely manner.

2. Fund Incentive Fee/Allocation

Each Fund also pays Gracian an incentive fee or allocation in accordance with the terms outlined
in that Fund’s Offering Memorandum. The annual incentive fee or allocation is typically 10%-
20% of the Fund’s (or a tranche’s) realized and unrealized capital appreciation, with a high water
mark. Please refer to each Fund’s Offering Memorandum for additional information related to the
incentive allocation schedule, including the effect of redemptions. At Gracian’s sole discretion,
the incentive fee or allocation may be reduced, waived or calculated differently for any investor,
including employees or affiliates of Gracian, for any calendar month(s) or other period(s) that
Gracian determines is appropriate.

Additional details regarding the specific fees charged to Fund investors are set forth in each Fund’s
Offering Memorandum and organizational documents. All prospective investors should carefully

read the Offering Memorandum of a Fund prior to investing in such Fund.

3. Other Fees and Expenses

All fees related to organizational expenses for a Fund are borne by such Fund. On an ongoing
basis, each Fund will bear its transaction (e.g., brokerage commissions), administrative, custody,
legal (including blue sky compliance), third-party research, tax preparation, investor reporting,
valuation agent and appraisal fees and expenses, insurance and accounting and audit expenses, and
any expenses for services that are required, among other things, in accordance with the provisions
specified in each Fund’s Offering Memorandum. These expenses are borne by each Fund’s
investors based on their pro-rata interest an in accordance with the provisions provided in each
Fund’s organizational documents.



Gracian Capital LLC
Form ADV Part 2A

MFNs

Notwithstanding the fees set forth above, some SMA Clients may from time to time seek to
negotiate most favored nation (“MFN”) clauses in their investment management agreements with
Gracian. These clauses may require Gracian to notify the SMA Client if Gracian subsequently
enters into an investment management agreement with another similarly situated client that offers
more favorable pricing or other contractual terms than those currently offered to the SMA Client.
Individual investors in Funds may seek to negotiate similar MFN provisions as a condition of their
initial investment. An MFN clause will typically require that Gracian notify the Fund investor or
Client of the more favorable terms so that the Fund investor or Client can elect to either adopt or
reject them or, usually when the MFN relates only to fees, may require that any more favorable
fee terms be extended automatically to the Fund investor or Client. The applicability of an MFN
clause will typically depend on the degree of similarity between accounts, such as the type of
investor or client, the scope of investment discretion, reporting and other servicing requirements,
the amount of assets under management, the fee structure and the particular investment strategy
selected by each client. Gracian has sole discretion over whether or not to grant any MFN clause
in all circumstances.

Gracian does not accept compensation for the sale of securities or other investment products.

ITEM 6: PERFORMANCE-BASED FEES AND SIDE-BY-SIDE MANAGEMENT

Performance fees are subject to negotiation with qualified SMA Clients (which generally refers to
a client that, immediately after entering into an investment management agreement, has at least
$1,000,000 under the management with Gracian, or a client who has a net worth exceeding
$2,000,000 or is a “qualified purchaser”). All performance fee arrangements will be structured in
accordance with Rule 205-3 under the Advisers Act and in conjunction with the provisions set
forth in the Client’s investment management agreement. In measuring Clients’ or investors’ assets
for the calculation of performance-based fees (including an incentive fee or allocation for a Fund),
Gracian includes realized and unrealized capital gains and losses. Performance based fee
arrangements may create an incentive for Gracian to recommend investments that may be riskier
or more speculative than those which would be recommended under a different fee arrangement.

As noted in Item 5, Gracian charges an annual incentive fee or allocation for each Fund or tranche
thereof equal to between 10% to 20% of the Fund’s (or the tranche’s) realized and unrealized
capital appreciation, with a high water mark. If a Fund investor redeems all or part of its investment
from a Fund prior to December 31, Gracian charges an incentive fee or allocation on the portion
of such Fund investor’s investment redeemed, as of the redemption date. Such mid-year incentive
fee or allocation is also subject to a high water mark.

Performance-based fee structures may create an incentive for Gracian to make investments that
are riskier or more speculative than would be the case in the absence of a performance-based fee
structure. Such fee arrangements also create an incentive to favor higher fee paying accounts over
other accounts in the allocation of investment opportunities. Additionally, the performance-based
fee structure could also cause the portfolio managers responsible for a Fund and/or performance-
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based fee SMAs to devote a disproportionate amount of time to the management of such accounts,
and compensation may be larger than it otherwise would have been because the fee will be based
on account performance instead of a percentage of assets under management. Performance-based
fee structures could create an incentive for Gracian to over-value certain assets held by a Fund or
SMA. Consequently, Gracian has adopted valuation policies designed to promote fair, accurate
and current valuations of securities and portfolios. Each Fund’s administrator is responsible for
calculation of that Fund’s net asset value. The administrator bases its computations on the assets
and liabilities reported to the administrator by that Fund, that Fund’s prime broker and/or the
Managing Member of that Fund.

In addition, the investment objectives of a Fund are similar to the investment recommendations
made for SMAs. In certain circumstances, Gracian may seek to purchase or sell investments on
behalf of a Fund that Gracian may seek to purchase or sell for some or all of its other Clients. In
these circumstances, Gracian will allocate investment opportunities fairly among its Clients so
that, over time, all Clients are treated equitably. It is Gracian’s general policy to allocate purchase
or sale opportunities pro rata based on account value to all appropriate Clients. However, Gracian
recognizes that a pro rata allocation may not always be feasible or in the best interests of its clients
and may consider not only the guiding allocation objective, but may also consider specific
circumstances related to an account or an investment, including, among other considerations, cash
availability and/or leverage targets in particular client accounts and investment guidelines and
limitations imposed by the relevant governing documents for such accounts. Please refer to Item
12 for additional information relating to Gracian’s trading practices.

Gracian has procedures designed and implemented to seek to ensure that all clients are treated
fairly and equitably, and to prevent conflicts from influencing the allocation of investment
opportunities among clients. Gracian’s side-by-side management of SMAs and each Fund is
governed by Gracian’s internal policies and procedures. Gracian’s disclosure of its investment
management practices relating to each Fund as stated above and elsewhere within this Brochure is
not intended to be a solicitation for or advertisement of a Fund. Instead, such disclosures have
been made to provide potential Fund investors with important information about the risks implicit
for these types of activities as they relate to both investors in a Fund and SMA Clients in general.

ITEM 7: TYPES OF CLIENTS

Gracian provides investment management services to Funds and SMAs, which may include
pension and profit sharing plans, trusts, estates, charitable organizations, corporations and other
institutional investors.

Gracian imposes a minimum investment of $1,000,000 for investments in Funds and a minimum
portfolio size and minimum investment of $30,000,000 to open an SMA. Gracian reserves the
right to waive the minimum or accept or decline a potential Client or Fund investor for any reason
in Gracian’s sole discretion.

Fund investors have the right to redeem all or part of the investment by providing advanced notice
to Gracian as outlined in the Fund’s organizational documents. Redemptions will be made on the
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last calendar day of the month following the notice period. Gracian reserves the right to waive the
notice period in its discretion.

Prior to engaging Gracian to provide any of the investment advisory services described in this
Brochure, the Client or Fund investor will be required to enter into one or more written agreements

with Gracian setting forth the terms and conditions under which Gracian shall render its services.

Additionally, on a non-discretionary basis Gracian provides consulting services to one investment
adviser.

ITEM 8: METHODS OF ANALYSIS, INVESTMENT STRATEGIES AND RISK OF LOSS

A. Methods of Analysis and Investment Strategies

Research and Investment Selection — Shorts. Gracian seeks to identify companies that it believes
are at risk of underperformance stemming from what it believes are earnings quality-related issues,
broken growth situations, and/or intensifying competitive landscape pressures that are not factored
in consensus estimates or by investors. Companies that Gracian deems are at the highest risk of
failing to meet investors’ expectations are selected as shorts and positions are initiated.

Research and Investment Selection — Longs. Gracian seeks to identify companies that it believes
have a high likelihood of outperformance, including those that it believes exhibit earnings stability,
underappreciated growth potential evident in healthy working capital, and reduced risk stemming
from sound corporate governance and conservative accounting practices. Companies that Gracian
deems are at the highest likelihood of exceeding investors’ expectations are selected as longs and
positions are initiated.

Funds may also invest in certain derivatives, including exchange-traded and over-the-counter
derivatives, as well as in cash and cash equivalents. However, the Funds do not intend to trade
futures contracts, options on futures contracts or non-security-based swaps. Funds may purchase
equity securities that are issued in an initial public offering (i.e., “new issues”). Funds may borrow
for investment or other purposes.

B. Material Risks

Investing in securities involves a significant risk of loss. Gracian’s investment decisions are subject
to various market, currency, economic, political and business risks, and such investment decisions
may not always be profitable. Clients (which, for these purposes, include Fund investors) should
be aware that there may be a loss or depreciation to the value of the Client’s account, which Clients
should be prepared to bear. There can be no assurance that the Client’s investment objectives will
be obtained and no inference to the contrary should be made. Clients are advised that they should
only commit assets for management that can be invested for the long term, that volatility from
investing can occur, and that all investing is subject to risk and consequently, the value of the Client’s
account may at anytime be worth more or less than the amount invested.

General Investment Risks. Prices of the securities and other instruments may be volatile. Market
movements are difficult to predict and are influenced by, among other matters, government trade,
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fiscal, monetary and exchange rate and control programs and policies; changing supply and
demand relationships; national and international political and economic events; changes in interest
rates; and the inherent volatility of the marketplace. In addition, governments from time to time
intervene, directly and by regulation, in certain markets, often with the intent to influence prices
directly. The effects of governmental intervention may be particularly significant at certain times
in the financial instrument and currency markets, and such intervention (as well as other factors)
may cause these markets and related investments to move rapidly.

In addition, a Client’s success depends on Gracian’s ability to implement the Client’s investment
strategies. Any factor that would make it more difficult to execute more timely trades, such as a
significant lessening of liquidity in a particular market, may also be detrimental to profitability.
No assurance can be given that the investment strategies to be used by Gracian with respect to a
particular Client will be successful under all or any market conditions.

General Economic Conditions. The success of any trading activity may be affected by general
economic conditions, which may affect the level and volatility of securities prices, interest rates
and the extent and timing of investors’ participation in the markets for currencies, securities and
other instruments. Unexpected volatility or liquidity in the markets in which a Client holds
positions could impair Gracian’s ability to carry out its investment strategy on behalf of such Client
or cause the Client to incur losses.

Short Selling. Gracian will engage in short selling as part of its general investment strategy for
Clients. Short selling involves selling securities that are not owned and borrowing the same
securities for delivery to the purchaser, with an obligation to replace the borrowed securities at a
later date. Short selling allows a Client potentially to profit from declines in market prices to the
extent such decline exceeds the transaction costs and the costs of borrowing the securities.
However, because the borrowed securities must be replaced by purchases at market prices in order
to close out the short position, any appreciation in the price of the borrowed securities would result
in a loss upon such repurchase. A Client’s obligations under its short sales will be marked-to-
market daily and collateralized by the Client’s assets held at its broker, including its cash balance
and its long securities positions. Because short sales must be marked-to-market daily, there may
be times when the broker compels the Client to post additional margin, and if this margin is not
posted, the affected short sales must be settled prematurely, and a substantial loss may occur.

Purchasing securities to close out the short position can itself cause the price of the securities to
rise further, thereby increasing the loss. Short-selling exposes a Client to unlimited risk with
respect to that security due to the lack of an upper limit on the price to which an instrument can
rise.

The SEC has in the past adopted, and may again adopt, bans on short sales of certain securities in
response to market events. Bans on short selling may make it impossible for Gracian to execute
certain investment strategies on behalf of its Clients and may have a material adverse effect on
Gracian ability to generate returns for its Clients. In addition, engaging in short selling may
increase the risk of Gracian or a Client becoming subject to government investigation.

11
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Potential Impact of a Limited Number of Investments. Gracian may invest on behalf of its Clients
in a limited number of securities and other instruments. Accordingly, a Client’s account could
become concentrated in relatively fewer securities at any given time. As a result of the foregoing,
the aggregate return of a Client could be derived from a relatively undiversified, limited number
of securities. If a large portion of the assets of the Client is held in cash or cash-like instruments,
performance might also be affected.

Equity Securities. The market price of securities owned by a Client may go up or down, sometimes
rapidly or unpredictably. A risk of investing is that the equity securities in the long portion of a
Client’s portfolio will decline in value due to factors affecting equity securities markets generally
or particular industries or issuers represented in those markets. The values of equity securities
held in the long portion of a Client’s portfolio may decline due to general market conditions that
are not specifically related to a particular company, such as real or perceived adverse economic
conditions, changes in the general outlook for corporate earnings, changes in interest or currency
rates or adverse investor sentiment generally. They may also decline due to factors that affect a
particular industry or industries, such as labor shortages or increased production costs and
competitive conditions within an industry. In addition, securities that Gracian believes are
fundamentally undervalued or incorrectly valued held in the long portion of a Client’s portfolio
may not ultimately be valued in the capital markets at prices and/or within the time frame Gracian
anticipates. As a result, a Client may lose all or substantially all of its investment in any particular
instance.

Leverage. Gracian may cause a Client to borrow for investment or other purposes. A Client will
incur expenses whenever it borrows (such as fees, commissions, interest and taxes), which will
reduce the return to the Client. Gracian may seek to enhance Client returns through the use of
leverage, which can be described as exposure to changes in price at a ratio greater than 1:1 in
reference to the amount invested. Additionally, leverage may involve borrowing to buy securities
on margin or make other investments. Leverage magnifies both the favorable and unfavorable
effects of price movements in the investments made by Gracian for a Client, which may subject
the Client to substantial risk of loss. In the event of a sudden, precipitous drop in value of a Client’s
assets occasioned by a sudden market decline, it might not be able to liquidate assets quickly
enough to meet its margin or borrowing obligations. Also, because acquiring and maintaining
positions on margin allows Gracian to control positions worth significantly more than its Client’s
investment in those positions, the amount that a Client stands to lose in the event of adverse price
movements is higher in relation to the amount of its investment. In addition, since margin interest
will be one of a Client’s expenses and margin interest rates tend to fluctuate with interest rates
generally, it is at risk that interest rates generally, and hence margin interest rates, will increase,
thereby increasing its expenses.

Derivative Investments. Derivatives are financial contracts whose value depends on, or is derived
from, an underlying product, such as the value of a securities index or individual security. The
risks generally associated with derivatives include the risks that: (1) the value of the derivative will
change in a manner detrimental to the Client; (2) before purchasing the derivative, Gracian will
not have the opportunity to observe its performance under all market conditions; (3) another party
to the derivative may fail to comply with the terms of the derivative contract; (4) the derivative
may be difficult to purchase or sell; and (5) the derivative may involve indebtedness or economic

12
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leverage, such that adverse changes in the value of the underlying asset could result in a loss
substantially greater than the amount invested in the derivative itself or in heightened price
sensitivity to market fluctuations.

Derivatives markets can be highly volatile. The profitability of investments in the derivatives
markets depends on the ability of Gracian to analyze correctly these markets, which are influenced
by, among other things, changing supply and demand relationships, governmental, commercial
and trade programs and policies designed to influence world political and economic events, and
changes in interest rates. In addition, the assets of a Client may be pledged as collateral in
derivatives transactions. Thus, if the Client defaults on such an obligation, the counterparty to
such transaction may be entitled to such collateral, which could be a substantial portion of the
assets of that Client.

Prior to entering into an agreement with Gracian, a Client should carefully consider: (1)
committing to management only those assets that the Client believes will not be needed for current
purposes and that can be invested on a long-term basis, (2) that volatility from investing in the
stock market can occur, and (3) that over time the Client’s assets may fluctuate and at any time be
worth more or less than the amount invested.

For the Fund, investors should carefully review the risk factors section in the relevant offering
documents for complete information.

ITEM 9: DISCIPLINARY INFORMATION

Registered investment advisers such as Gracian are required to disclose all material facts regarding
any legal or disciplinary events that would be material to a Client’s or prospective Client’s
evaluation of Gracian or the integrity of its management. Gracian does not have any such legal or
disciplinary events and thus has no information to disclose with respect to this Item.

ITEM 10: OTHER FINANCIAL INDUSTRY ACTIVITIES AND AFFILIATIONS

Gracian may serve as the managing member or manager to private funds that are organized as
Delaware limited liability companies and/or private funds that are organized as a Cayman Island
exempted companies, for the purpose of investing in publicly traded securities. Gracian recognizes
that its management of both Funds and other Client accounts may give rise to potential material
conflicts of interest between Gracian’s Funds and SMA Client accounts. Gracian has adopted
policies and procedures to mitigate these conflicts, including the obligation to act in the best
interest of all Clients for which Gracian provides investment management services. For
information on Gracian’s side-by-side management of Funds and SMAs, please refer to Item 6,
above.

Neither Gracian nor any of its management persons are registered, or have an application pending
to register, as a broker-dealer or a registered representative of a broker-dealer. Additionally,
neither Gracian nor any member of its management are registered, or have an application pending
to register, as a futures commission merchant, commodity pool operator, a commodity trading
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advisor, or an associated person of these entities. Gracian does not recommend or select other
investment advisers for direct or indirect compensation.

ITEM 11: CODE OF ETHICS, PARTICIPATION OR INTEREST IN CLIENT
TRANSACTIONS AND PERSONAL TRADING

A. Code of Ethics Summary

As a registered investment adviser, Gracian owes fiduciary duties to its Clients. Therefore,
Gracian has adopted a Code of Ethics (“Code of Ethics”). The Code of Ethics establishes standards
of conduct for Gracian’s supervised persons and includes general requirements that such
supervised persons comply with their fiduciary obligations to Clients and applicable securities
laws, and specific requirements relating to, among other things, personal trading, insider trading,
conflicts of interest and confidentiality of Client information. It contains written policies
reasonably designed to prevent the unlawful use of material non-public information by Gracian or
any of its employees.

Through Gracian’s Personal Trading Policy, all employees are considered “Access Persons.”
Access Persons are subject to certain restrictions as to what securities transactions they can execute
in their personal accounts. Access Persons are prohibited from initiating trades that would be
opposite to (1) the holdings of the Fund or to (2) those on which Gracian is performing research
or contemplating performing research as possible investment positions of the Fund ((1) and (2)
being “Restricted Securities”). For example, if the Fund holds a short position in a certain security
or is contemplating such a position, an Access Person could not initiate a long position or add to
an existing long position in the same security. The Access Person, would not, however, be required
to sell an existing long position simply because the Fund established a short position. The list of
Restricted Securities is updated weekly and securities are removed from the list the day after the
Fund removes the security from the portfolio or at such time when a decision is made that the Fund
will not pursue an investment in said security and research is terminated or not initiated.
Preapproval is required for any trades involving a Restricted Security to ensure that Access Persons
are not transacting in a Restricted Security on the same day as the Fund. Additionally, preapproval
is required for any short position being effected by an Access Person regardless of if the security
is a Restricted Security.

Although there could arise conflicts of interest with respect to personal trading by Access Persons,
Gracian believes its Personal Trading Policy mitigates “front-running” by Access Persons.
Furthermore, because Gracian’s advisory business focuses on ‘“large cap” companies, Gracian
believes that it is unlikely that any personal trading by Access Persons would impact the market
price of the securities, thus mitigating potential conflicts of interest.

The Code of Ethics also requires that Gracian’s personnel report their personal securities holdings
and transactions. The Code of Ethics also requires supervised persons to report any violations of
the Code of Ethics promptly to Gracian’s Chief Compliance Officer (“CCO”). Each supervised
person receives a copy of the Code and any amendments to it and must acknowledge in writing
having received the materials. Annually, each supervised person must certify that he or she
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complied with the Code during that year. Gracian will provide a copy of its Code of Ethics to any
Client or prospective Client upon request.

B. Participation or Interest in Client Transactions

It is Gracian’s policy not to enter into any principal transactions or agency cross transactions on
behalf of Client accounts. Principal transactions occur where an adviser, acting as principal for its
own account, buys securities from or sells securities to any advisory Client. Agency cross
transactions occur where a person acts as an investment adviser in relation to a transaction in which
the adviser, or an affiliate of the adviser, acts as broker for both the advisory Client and for another
person on the other side of the transaction.

ITEM 12: BROKERAGE PRACTICES

A Fund may have prime brokerage arrangements with multiple prime brokers. Under these
arrangements, the prime brokers, among other things: (i) arrange for the receipt and delivery of
securities bought, sold, borrowed and lent; (i1)) make and receives payments for securities; (iii)
maintain custody of cash and securities; (iv) tender securities in connection with tender offers,
exchange offers, mergers or other corporate reorganizations; and (v) provide detailed portfolio and
related reports. Gracian may cause the Funds to pay for such custodial and related services.

A. Best Execution

Gracian has a fiduciary obligation to seek to ensure that it achieves best trade execution on behalf
of each Client for which it provides discretionary investment advice. The duty of best execution
is the duty of an investment adviser (where the investment adviser has the responsibility to select
broker-dealers to execute client trades) to seek to execute customer trades on the most favorable
terms reasonably available under the circumstances. Generally, this duty applies to publicly traded
securities (although not necessarily exchange-traded) purchased through broker-dealers.

In arranging for the execution of portfolio transactions subject to this duty, Gracian uses its best
judgment to choose the broker or dealer most capable of providing the services necessary to obtain
the most favorable execution. The full range and quality of services available are considered in
making these determinations. In those instances where it is reasonably determined that more than
one broker or dealer can offer the services needed to obtain most favorable execution,
consideration may be given to those dealers or brokers that supply investment research, economic,
market and statistical information and brokerage services (which may include certain computer
software, reports and research seminars) to Gracian. Gracian may deem certain of these services
useful in the performance of its obligations to its Clients. Not all of these services may be useful
for every Client.

15



Gracian Capital LLC
Form ADV Part 2A

1. Research and Other Soft Dollar Benefits

Gracian may select a broker-dealer in recognition of the value of various services or products,
beyond transaction execution, that such broker-dealer provides where, considering all relevant
factors, it believes the broker-dealer can provide best execution. Selecting a broker-dealer in
recognition of the provision of services or products other than transaction execution is known as
paying for those services or products with “soft dollars.” The amount of compensation paid to such
broker-dealer (which may include disclosed markups and markdowns on riskless principal
transactions with market-makers if Gracian were to conduct such transactions) may be higher than
what another, equally capable broker-dealer might charge.

Gracian’s will comply with the provisions of Section 28(e) of the Exchange Act when entering
into soft dollar arrangements. Section 28(e) recognizes the potential conflict of interest involved
in this activity, but generally allows investment advisers to use client commissions to pay for
certain research and brokerage products and services under certain circumstances without
breaching their fiduciary duties to clients. For these purposes, “research” means services or
products used to provide lawful and appropriate assistance to Gracian in making investment
decisions for its Clients. “Brokerage” services and products are those used to effect securities
transactions for Gracian’s Clients or to assist in effecting those transactions.

Brokerage services obtained with soft dollars may include, for example, quotation and
communication equipment and services, other order management systems that provide trading
software or provide connectivity to such software, trade analysis software, on-line pricing services,
communication services relating to execution, clearing and settlement and message services used
to transmit orders.

Research and related services furnished by brokers may include, but are not limited to, written
information and analyses concerning specific securities, companies or sectors; market, financial
and economic studies and forecasts; financial publications; recommendations as to specific
securities; portfolio evaluation services; financial database software and services; computerized
news, pricing and statistical services; and discussions with research personnel, along with
hardware, software, data bases and other technical and telecommunication services and equipment
utilized in the investment management process. Research received by Gracian under such soft
dollar arrangements may include both proprietary research (created or developed by the broker-
dealer) and research created or developed by a third party.

There may be cases when Gracian may receive both non-research (e.g., administrative or
accounting services, etc.) and research benefits from the services provided by broker-dealers. If
and when this happens, Gracian will make a good faith allocation between the non-research and
research portion of the services received, and will pay “hard dollars” (i.e., Gracian will pay out of
its own funds) for the non-research portion. In making a good faith allocation between research
services and non-research services, a conflict of interest may exist by reason of Gracian’s
allocation of the costs of such services and benefits between those that primarily benefit Gracian
and those that primarily benefit Clients. Gracian strives to always put the Client’s interests first.
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2. Brokerage for Client Referrals

Gracian does not receive client referrals or solicitation fees for the referral of clients.

3. Directed Brokerage

Gracian does not permit clients to select the brokers through whom transactions are executed. For all
Client accounts, Gracian selects all executing brokers.

B. Trade Aggeregation and Allocation

Aggregating securities to be traded into one or more trade orders may give rise to actual or potential
conflicts of interest among the accounts for which the security purchase or sale is appropriate,
especially if the block trade order is partially filled. In order to address these conflicts, Gracian
has adopted the following policies and procedures regarding its allocation of investment
opportunities and aggregation of trades in order to provide an objective and equitable method so
that all Clients are treated fairly.

If Gracian places trades for multiple Clients, then it is Gracian’s policy to:

e Allocate investment opportunities among all Clients in a fair and equitable manner
based on each Client’s investment guidelines and restrictions as set forth in the
respective private placement memorandums and/or documents;

e Aggregate trades when such aggregations are believed consistent with the duty to
seek best execution, to negotiate more favorable commission rates, or to allocate
equitably among Clients differences in prices and commissions or other transaction
costs that might have been obtained had such orders been placed independently;

e Generally allocate purchase or sale opportunities across all appropriate Clients pro
rata based on account value, except in certain circumstances;

e Recognize that a pro rata allocation may not always be feasible or in the best
interests of its Clients and may consider not only the guiding allocation objective,
but may also consider specific circumstances related to an account or an investment,
including, among other considerations, cash availability and/or leverage targets in
particular Client accounts and investment guidelines and limitations imposed by
the relevant governing documents for such accounts;

e Allocate partial executions in the order of the rotation and then to individual
accounts on a random basis;

e Strive to ensure that no single Client participating in the block trade would be
favored over any other participating Client; and
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e Use the average weighted executed share price for that security for that day for each
Client participating in the block trade.

The CCO must approve any exceptions to the allocation policy.
ITEM 13: REVIEW OF ACCOUNTS

A. Periodic Reviews

While Client accounts are monitored on an ongoing basis, Gracian undertakes reviews of Client
accounts on a quarterly basis. Accounts are reviewed for consistency with the investment strategy
and other parameters set forth for the account and to determine if any adjustments need to be made.

B. Other Reviews and Triggering Factors

In addition to the periodic reviews described above, reviews may be triggered by changes in a
Client’s tax, corporate or financial status. Other events that may trigger a review of an account are
material changes in market conditions as well as macroeconomic and company-specific events.

C. Regular Reports

With respect to SMAs, written brokerage statements are generated no less than quarterly and are
sent directly from the SMA Client’s custodian. These reports list the account positions, activity in
the account over the covered period, and other related information. Clients are also sent
confirmations following each brokerage account transaction unless receipt of confirmations have
been waived. Clients are urged to compare the statements received from Gracian to those received
from the account custodian and notify Gracian with any questions.

It is generally expected that each investor in a Fund will receive (1) audited annual financial
statements, generally within 120 days after the end of each fiscal year, (2) a Schedule K-1 (IRS
Form 1065) or a substitute therefor and (3) monthly performance reports.

Gracian may agree with particular Fund investors to provide reports and access to financial or
portfolio-related information that is more detailed than the reports and information provided to
Fund investors generally, and/or to provide financial and portfolio-related information more
rapidly and/or more frequently than is provided to Fund investors generally. Gracian enters into
such agreements solely within its discretion.
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ITEM 14: CLIENT REFERRALS AND OTHER COMPENSATION

At this time, Gracian does not have any solicitation agreements in place. However, Gracian
previously entered into a written agreement with an unaffiliated organization to refer clients to
Gracian. The compensation paid to the organization is based upon Gracian’s engagement of new
clients and the retention of those clients and is calculated as a percentage of the fees paid to Gracian
by such clients. Any such fee shall be paid solely from Gracian’s investment management fees,
and shall not result in any additional charge to the client. Additionally, in the future, Gracian may
enter into similar agreements with individuals and organizations, which are unaffiliated with
Gracian, that refer clients to Gracian.

Each prospective client who is referred to Gracian under such arrangement will receive a copy of
Gracian’s firm brochure and a separate written disclosure document disclosing the nature of the
relationship between the third-party solicitor and Gracian and the amount of compensation that
will be paid by Gracian to the third party. The solicitor is required to obtain the client’s signature
acknowledging receipt of Gracian’s disclosure brochure and the solicitor’s written disclosure
statement.

ITEM 15: CUSTODY

Assets of an SMA will be maintained with an independent qualified custodian, such as a prime
broker. Gracian may only execute its investment strategy with respect to such account after the
Client has authorized such discretion over the account with the appropriate financial institution,
acting as custodian.

Clients will receive statements on at least a quarterly basis directly from the qualified custodian
that holds and maintains their assets. Clients are urged to carefully review all custodial statements
and compare them to the statements provided by Gracian. Gracian’s statements may vary from
custodial statements based on accounting procedures, reporting dates, or valuation methodologies
of certain securities.

Gracian is deemed to have custody of the assets of each Fund under Rule 206(4)-2 under the
Advisers Act (the “Custody Rule”).

Accordingly, each Fund’s cash and securities will be held with a qualified custodian in a separate
account for the Fund under the Fund’s name. Each Fund’s financial statements will be prepared in
accordance with generally accepted accounting principles and audited annually by an independent
public accountant that is registered with, and subject to regular inspection as of the commencement
of the professional engagement period, and as of each calendar year-end, by, the Public Company
Accounting Oversight Board in accordance with its rules, and distributed to the equity owners of
the relevant Fund within 120 days of the end of the Fund’s fiscal year.

According to the Custody Rule, an adviser will not be deemed to have custody solely because it

inadvertently receives client funds or securities, so long as the adviser returns the funds or
securities to the sender promptly, but in any case within three business days of receipt. If funds or
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securities are inadvertently received by Gracian, they are returned to the sender immediately or as
soon as practical.

ITEM 16: INVESTMENT DISCRETION

A. Discretionary Authority; Limitations

Services for SMAs are performed by Gracian on a discretionary basis. In exercising its
discretionary authority, Gracian has the ability to determine the type and amount of securities to
be transacted and whether an SMA Client’s purchase or sale should be combined (aggregated)
with those of other Clients and traded as a “block.” Such discretion is to be exercised in a manner
consistent with each Client’s stated investment objectives, risk tolerance, and time horizon. In
addition, Gracian’s authority to trade securities may be limited in certain circumstances by
applicable legal and regulatory requirements. As set forth in the investment management
agreement between Gracian and an SMA Client, a Client is permitted to impose reasonable
limitations on Gracian’s discretionary authority, including restrictions on investing in certain
securities or types of securities.

On a case-by-case basis, Gracian performs investment management consulting services on a non-
discretionary basis. The non-discretionary advice is to be exercised in a manner consistent with

such client’s stated investment objectives.

B. Limited Power of Attorney

SMA Clients authorize Gracian to exercise full discretionary authority with respect to all
investment transactions involving the Client’s account. Pursuant to such agreement, Gracian is
designated as the Client’s attorney-in-fact with discretionary authority to effect investment
transactions in the Client’s account which authorizes Gracian to give instructions to third parties
in furtherance of such authority. As the managing member or manager of each Fund, and pursuant
to the organizational documents of each Fund, Gracian has the power to effect transactions on
behalf of each Fund.

ITEM 17: VOTING CLIENT SECURITIES

When Gracian exercises voting authority with respect to Client securities, Gracian will, with
respect to those Clients, make and retain the following (either on its own, or through a third party):

e Copies of all policies and procedures required by Rule 206(4)-6 (Proxy Voting) under the
Advisers Act.

e A copy of each proxy statement that Gracian receives regarding Client securities.

e A record of each vote cast by Gracian on behalf of a Client.

e A copy of any document created by Gracian that was material to making a decision how to
vote proxies on behalf of a Fund or that memorializes the basis for that decision.

Gracian makes independent voting decisions and casts the votes in a timely and prudent fashion.
In voting shares on economic issues, voting decisions are made independently of directions given
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or threats of loss of business expressed or implied by an opponent or proponent of an economic
issue.

Gracian may amend its proxy policies and procedures from time to time without prior notice to its

Clients. If you would like a copy of Gracian’s Proxy Voting Policies and Procedures, please
contact our CCO.

ITEM 18: FINANCIAL INFORMATION
Gracian does not require or solicit prepayment of more than $500 in fees per Client, six months or
more in advance and therefore is not required to provide, and has not provided, a balance sheet.

Gracian does not have any financial commitments that impair its ability to meet contractual and
fiduciary obligations to Clients, and has not been the subject of a bankruptcy proceeding.

ITEM 19: REQUIREMENTS FOR STATE-REGISTERED ADVISERS

A. Principal Executive Officer

Matthew R. Kliber is Gracian’s principal executive officer and management person. His formal
education and business background are provided in the Form ADV Part 2B Brochure Supplement.

B. Performance-Based Fees

In measuring Clients’ or investors’ assets for the calculation of performance-based fees (including
an incentive fee or allocation for a Fund), Gracian includes realized and unrealized capital gains
and losses. Performance based fee arrangements may create an incentive for Gracian to
recommend investments that may be riskier or more speculative than those which would be
recommended under a different fee arrangement.
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