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Item 1.D. ADVISORY SERVICES AND FEES

Fee Schedule:

The Proper Analysis Corporation’s (the Registrant’s) money management fees are based
upon blended rates as follows:

Annual Rate Billing Assets Portfolio Totals
1.00% for the first $500,000 of assets $ 200,000 - $ 500,000
0.90% on the next $500,000 of assets $ 500,001 - $ 1,000,000
0.80% on the next $1,000,000 of assets $ 1,000,001 - $ 2,000,000
0.70% on the next $3,000,000 of assets $ 2,000,001 -$ 5,000,000
0.30% on the next $5,000,000 of assets $ 5,000,001 -$ 10,000,000

Rates on assets above $10,000,000 are negotiable. The Proper Analysis Corporation. The
Proper Analysis Corporation retains the right in certain instances (such as for non-profit
institutions or charities) to negotiate rates that differ from the above table. ERISA plans
with self-directed participant accounts that utilize model portfolios designed by Registrant
are subject to the normal fee schedule above less a 15% discount for those choosing the
models. Participants in such plans who select

The Registrant to manage a customized portfolio (utilizing the custodian’s “brokerage
window”) will pay a total of Registrant’s full normal rate. That is, Registrant’s plan-level
fees plus any direct fees to Registrant will be equal to the client’s average overall
consolidated portfolio fee.

The Proper Analysis Corporation will in certain instances charge a negotiated fee to review
and make periodic recommendations for retirement plan elections for individuals who seek
such advice on accounts not custodied at Charles Schwab. In such cases, the Registrant
will provide recommendations as to the client’s investments in the plan in order to include
them in the client’s overall asset allocation. The Registrant will monitor the client’s
account on a quarterly basis and will continue to make recommendations to the client
where appropriate to ensure the account remains aligned with the client’s stated financial
objectives. The client is solely responsible for executing trades pursuant to written
instruction from the Registrant. Fees for this service are included in the asset-based fee
stated above. In limited circumstances, the Registrant, in its sole discretion, may waive
such fees.

The Proper Analysis Corporation may offer consulting services whereby it will provide a
professional opinion on specific financial related areas (i.e. researching cost basis
information or analyzing annuity contract choices). The consulting services are billable at
$45 per hour. Fees are payable at the conclusion of each session.

Fee Policies and Procedures:
The fees charged by the Registrant for discretionary money management services are
based on the value of assets managed. Fees are due quarterly and payable in advance.
Fees are never collected more than six months in advance. The value of assets under
management in each portfolio is computed as of the last business day of the previous
quarter. A portfolio’s initial fee will be pro-rated for the remaining days in the quarter. Fees
on substantial additions are pro-rated (Generally, additions exceeding 10% are deemed
“substantial”). Fees on withdrawals in excess of 10% are pro-rated for reimbursement.
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Item 1.D.
(continued)

Item 3. K.

Item 3. L.

Each client’s separate accounts are aggregated for the purpose of determining fees.
In certain instances, fees may be subject to mutually agreed upon deviation or adjustment
from the above. Any such deviations are disclosed to the client in advance and in writing.

Each client signs an investment management agreement which allows for termination
within five business days after signing with no penalty for cancellation. Contracts for
investment advisory services are ongoing unless otherwise agreed with the client.

The Registrant does not act as custodian for any client assets. The custodian for each
account makes available a statement to the client at least once a quarter (and typically
monthly) showing all activity in the client’s account(s).

Clients have the option to pay fees directly by check or to have Registrant’s fees
automatically deducted from their money market accounts by the custodian holding their
funds provided the client supplies written authorization permitting the fees to be paid
directly from the account. The Registrant will not have access to client funds for payment
of fees without written consent by the client. Further, the qualified custodian agrees to
deliver an account statement, at least quarterly, directly to the client, showing all
disbursements from the account. The client is encouraged to review all account
statements for accuracy. The Registrant will receive a duplicate copy of the statement
delivered to the client.

The agreement between the Registrant and the client may be terminated without penalty
by either party with thirty (30) days written notice to the other party. In the event of
termination, pre-paid fees shall be pro-rated and any unearned fees will be returned to the
client no later than fifteen (15) days after the end of the quarter in which services were
terminated.

The Registrant receives no compensation from any outside investment adviser or fund
company, nor does the Registrant pay compensation to any outside investment adviser or
fund company for managing client assets or any other products or services. Client fees are
the Registrant’s only source of revenue.

Additional Costs:
Clients need to be aware that mutual funds or limited partnerships in which their money is
invested hire investment advisers to manage fund assets and that these advisers charge
the mutual funds or partnerships advisory fees for their professional management service.
These advisory fees, along with other fund or partnership expenses, are paid by all
investors in the funds for the period they own the security. These particular fees are
separate and apart and in addition to the investment management fees.

The fees and other expenses of mutual funds are monitored and reviewed by the
Registrant. These costs are given careful consideration as one of the factors determining
whether a fund or manager will be included in portfolios managed by the Registrant.

TYPES OF INVESTMENTS

In addition to the types of investments listed at Part II, Page 3, the Registrant may also, on
occasion, provide advice to clients on placing assets in limited partnerships.

The Registrant may also provide advice on other types of investment held in a client’s
portfolio at the inception of the advisory relationship and may, but usually will not, explore
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Item 4. A. (5)

Item 4. B. (8)

Item 4. C. (7)

Item 5.

other investment options at the client’s request.
METHODS OF ANALYSIS, SOURCES OF INFORMATION, AND INVESTMENT STRATEGIES

The Registrant emphasizes long-term total return and preservation of capital. To
accomplish these goals, Registrant’s investment strategy utilizes a significant degree of
diversification, active asset allocation and a “manager of managers” approach.
Implementation of this strategy is primarily through no-load index and actively managed
mutual funds and exchange traded funds (ETFs.) Actively managed mutual funds are
selected based on management style, consistent risk-adjusted long-term performance, tax
efficiency and low expenses.

The Registrant utilizes information pertaining to securities that is publicly available via the
internet from numerous business-related services as well as the issuers themselves. The
Registrant utilizes research in the form of historical data, indices, rankings and asset mix
optimization as published by Morningstar, Vanguard, Dimensional Fund Advisers and
others.

Funds are analyzed by quantitative and qualitative means, including peer group analysis,
interviews with portfolio managers, participation in conferences and conference calls, and
analysis of published descriptive as well as quantitative information.

The Registrant monitors asset classes and securities. When analysis warrants, individual
securities may be bought or sold. Since our investment objectives are typically defined in
terms of each client’s long-term goals, most investments will be held for a year or more.
However, re-balancing requirements, changes in market conditions, tax considerations,
clients’ cash flow needs and changes in expected rates of return on any investment vis-a-
via other investment opportunities could trigger the sale of securities held less than one
year.

The Registrant does not attempt to “time the market.”Most accounts that have been under
management for a year or more are usually close to fully invested.

The Registrant is not engaged in forecasting interest rates; debt instruments are used to
provide income, to reduce a portfolio’s overall volatility, and to preserve capital. Thus, the
average maturity range for a fixed income portfolio is approximately 3 to 7 years. Some
individual securities may have long maturities and/or low coupons and therefore be
subject to price volatility as interest rates change. Overall, the Registrant seeks diversified
portfolios with moderate total return consistent with reasonable price stability for each
client’s core fixed-income assets.

Investment policies are determined by an Investment Policy Committee which is chaired
by
Anne P. Ogan, CFA.

EDUCATION AND BUSINESS STANDARDS

The Registrant requires that each individual rendering investment advice have several
years’experience in investments or a bachelor’s degree with concentration in the field of
economics, accounting, finance, management or business.
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Item 6.

EDUCATION AND BUSINESS BACKGROUND

William D. Proper, (Born 1945).
-Cleveland State University College of Law

(1974) Juris Doctorate.
-Miami University (1967) B.S.B.A. Accounting
-The Proper Analysis Corporation: Chairman
11/92 to Present
-William Proper & Company: President 10/1987
to 12/2001
-Proper & Associates, Inc.: President (formerly
William Proper & Co.) 1/2001 to Present

Anne P. Ogan, (Born 1947).
–Cleveland State University Graduate Studies-
Business/Economics (1970 to 1973)
-Radcliffe College in Harvard University (1969),
B.A. Economics
-The Proper Analysis Corporation:
President/CCO/CIO 11/1992 to Present
-Capital Dynamics, Inc.: President 4/1992 to
11/1992
-McDonald & Company Securities: Director of
Research 6/1988 to 4/1992; Managing Director
5/1991 to 4/1992
-First Boston: V.P. 11/1979 to 3/1988
-Salomon Brothers: V.P. 8/1977 to 10/1979

Greg Goldfeder, (Born 1972).
–Villanova University Graduate Studies-
M.B.A. Finance (1999 to 2001)
-University of Michigan (1994)
B.A. Political Science
-The Proper Analysis Corporation: Senior
Research Analyst 5/2006 to Present
-Gardner Lewis Asset Management:
Investment Research Analyst 2001-2006

Lisa W. Neely, (Born 1950)
-Tulane University (1975) B.A.
-Pine Manor College (1970) A.A.
--The Proper Analysis Corporation: Investment
Adviser Representative 3/2010 to Present
-Key Private Bank: V.P. Investment Management
and Trust Consultant 4/2004-2/2009 
-Comerica Bank: V.P. Business Development for
Strategic Alliances 1/1998 –4/2004

 -National City Bank: AVP. Private Client Group
2/1994-9/1997

 -Society National Bank: AVP, Business
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Item 7.C.
Item 8.C.(7)

Item 9.E.

Item 10.

Item 12. A.
(1), (2), (3),(4)

Development 7/1990-4/1994

OTHER BUSINESS ACTIVITIES/OTHER FINANCIAL INDUSTRY ACTIVITIES OR AFFILIATIONS

William D. Proper, CPA, Chairman of The Proper Analysis Corporation, spends
approximately 50% of his time running the accounting firm Proper & Associates, Inc.

PARTICIPATION OR INTEREST IN CLIENT TRANSACTIONS

The owners and employees of the Registrant may hold, sell or buy the same securities
that are held, sold or bought in clients ‘accounts. The Registrant has adopted a Code of
Ethics, the full text of which is available to clients and prospective clients upon request.
The Registrant has several goals in adopting this Code. First, the Registrant desires to
comply with all applicable laws and regulations governing its practice, and the
management of the Registrant has determined to set forth guidelines for professional
standards, under which all associated persons of the Registrant are to conduct
themselves. The Registrant has set high standards, the intention of which is to protect
client interests at all times and to demonstrate its commitment to its fiduciary duties of
honesty, good faith and fair dealing with clients. All associated persons are expected to
adhere strictly to these guidelines, as well as any procedures for approval and reporting
established in the Code of Ethics primarily related to violations of the Code. Confirmations
of all personal and directed employee and owner trades in securities other than open-end
mutual funds are required to be provided to the compliance officer of the Registrant.
Records of these trades are kept and reviewed periodically for front-running and
compliance with black-out periods.

In addition, the Registrant maintains and enforces written policies reasonably designed to
prevent the misuse of material non-public information by the Registrant or any person
associated with the Registrant.

Footnotes:
(1) This investment policy has been established recognizing that some securities being
considered for purchase and/or sale on behalf of the Registrant’s clients trade in sufficiently
broad markets to permit transactions by clients to be completed without an appreciable impact
on the markets of the securities.

(2) The foregoing does not apply to certain types of securities, such as obligations of the U.S.
Government, and shares in open-end mutual funds. Open-end mutual funds are purchased or
redeemed at a fixed net asset value price per share specific to the date of purchase or
redemption. As such, transactions in mutual funds by Advisory Representatives are not likely
to have an impact on the prices of the fund shares in which clients invest.

CONDITIONS FOR MANAGING ACCOUNTS

The registrant typically does not work with clients whose accounts, taken together,
aggregate less than $250,000. Exceptions may be made on a case by case basis. In such
cases, a minimum fee may be imposed which is greater than the normal percentage fee in
order to cover administrative costs.

INVESTMENT OR BROKERAGE DISCRETION

In order to facilitate efficient account administration, clients grant a limited power of
attorney to the Registrant. This limited power of attorney gives the Registrant the right to
place orders for clients and have access to client information. This limited power of
attorney does not give the Registrant access to client funds or securities. The Registrant is
not a custodian.
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Item 12. B.

The Registrant has complete authority, without obtaining specific client consent, to
determine the securities to be bought or sold, the amount of securities to be bought or
sold, the broker to be used and the commission rates to be paid (if any) on discretionary
accounts. The Registrant manages only discretionary portfolios.

SUGGESTION OF BROKERS

The Registrant will recommend to clients a discount custodian and/or broker whose
services include an electronic data interface with the Registrant for the transmission of
client portfolio data and trading instructions. The Registrant believes that this custodial
relationship leads to more timely receipt of client information.

Registrant may require that clients establish brokerage accounts with the Schwab
Institutional division of Charles Schwab & Co., Inc. (Schwab), a registered broker-dealer,
Member SIPC, to maintain custody of clients’assets and to effect trades for their
accounts.
Registrant is independently owned and operated and not affiliated with Schwab. Schwab
provides Registrant with access to its institutional trading and custody services, which are
typically not available to Schwab retail investors. These services generally are available to
independent investment advisors on an unsolicited basis, at no charge to them so long as
a
total of at least $10 million of the advisor’s clients ‘assets are maintained in accounts at
Schwab institutional, and are not otherwise contingent upon Advisor committing to Schwab
any specific amount of business (assets in custody or trading). Schwab’s services include
brokerage, custody, research, and access to mutual funds and other investments that are
otherwise generally available only to institutional investors or require a significantly higher
minimum initial investment.

For Registrant’s client accounts maintained in its custody, Schwab generally does not
charge separately for custody but is compensated by account holders through
commissions, other transaction-related fees for securities trades that are executed through
Schwab or that settle into Schwab accounts, or fees from mutual funds paid to Schwab.

Schwab also makes available to Registrant other products and services that benefit
Registrant but may not directly benefit its clients’accounts. Some of these other products
and services assist Registrant in managing and administering clients’accounts. These
include software and other technology that provide access to client account data (such as
trade confirmations and account statements), facilitate trade execution (and allocation of
aggregated trade orders for multiple client accounts), provide research, pricing information
and other market data, facilitate payment of Registrant’s fees from its clients’accounts,
and assist with back-office functions, recordkeeping and client reporting. Many of these
services generally may be used to service all or a substantial number of Registrant’s
accounts, including accounts not maintained at Schwab Institutional. Schwab Institutional
also makes available to Registrant other services intended to help Registrant’s manage
and further develop its business enterprise. These services may include consulting,
publications and conferences on practice management, information technology, business
succession, regulatory compliance, and marketing. In addition, Schwab may make
available, arrange and/or pay for these types of services rendered to Registrant by
independent third parties.
Schwab Institutional may discount or waive fees it would otherwise charge for some of
these services or pay all or part of these fees of a third-party providing these services to
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Item 12. B.
(continued)

Item 13.B.

Registrant. While as a fiduciary, Registrant endeavors to act in its clients’best interests,
Registrant’s requirement that clients maintain their assets in accounts at Schwab may be
based in part on the benefit to Registrant of the availability of some of the foregoing
products and services and not solely on the nature, cost or quality of custody and
brokerage services provided by Schwab, which may create a potential conflict of interest.

For clients wishing individual stock/bond portfolios or consolidated portfolio accounts with
mutual funds from unrelated companies, a broker is recommended as custodian, usually
Charles Schwab & Company (“Schwab”). Since Schwab is a discount broker, the client
pays fees below those charged by the major brokerage firms. Schwab’s adviser platforms
provide low-cost execution, wide access to investment products, access to trade desks for
special issues and a required degree of “back room”support.

Brokers are selected on the basis of cost effectiveness, taking into consideration the
comprehensive package of services provided. While economy is sought, commissions
may vary and may not be the lowest available.

In the case where a client directs the Registrant as to the specific use of a particular
broker, dealer, bank, or custodian, client will acknowledge, in writing, that this direction
may cause the account to pay more for the services and transactions than another
custodian and/or broker may have charged. No clients currently direct brokerage.

The Registrant acknowledges its duty of best execution for its clients. Best execution does
not pertain to purchases and sales of no-load mutual funds (Registrant’s primary
investment vehicle) since all buyers and sellers receive identical prices for a given
security for all orders placed on a single day.

COMPENSATION FOR CLIENT REFERRALS

The Registrant may have agreements with unrelated parties for referral of clients whereby
the unrelated party is paid fees for solicitation or referral of business. In such cases,
payment of fees may be for assistance in locating clients, assisting in fact finding, getting
the client’s paperwork set up properly, and conducting periodic reviews with the client.
These solicitors’fees replace marketing expenses that might be incurred in obtaining new
clients. In each case, the rules governing soliciting are followed and the client is advised in
advance in writing of the referral fee. Client fees are the same regardless of whether or
not a solicitor is used. The solicitor provides a current Registrant brochure to the client,
and the solicitor has a written agreement with the Registrant. The client provides the
Registrant with written acknowledgement that he or she is aware of the fee-sharing
arrangement.

The Registrant previously received client referrals from Charles Schwab & Co. (“Schwab”)
through participation in the Schwab Advisor Network (“the Service”). The Service is
designed to help investors find an independent investment adviser. Schwab is a
broker/dealer independent of and unaffiliated with the Registrant. Schwab does not
supervise the Registrant and has no responsibility for the Registrant’s management of
clients’portfolios or the Registrant’s other advice or services. The Registrant pays Schwab
a fraction of the clients’fees for referrals received through the Service. The Registrant is
no longer a participant in the Service; however, the Registrant continues to pay Schwab
ongoing fees for clients who were previously referred to the Registrant.

MISCELLANEOUS
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Privacy Policies
The Registrant views protecting its customers' private information as a top priority and,
pursuant to the requirements of the federal Gramm-Leach-Bliley Act, The Registrant has
instituted policies and procedures to ensure that customer information is kept private and
secure.

The Registrant does not disclose any nonpublic personal information about its customers
or former customers to any nonaffiliated third parties, except as permitted by law. In the
course of servicing a client's account, the Registrant may share some information with its
service providers, such as transfer agents, custodians, broker-dealers, accountants, and
lawyers.

The Registrant may disclose client information with Proper & Associates, Inc., an affiliated
accounting firm, only when the client provides the Registrant with authorization to share
their information with such firm.

The Registrant restricts internal access to nonpublic personal information about the client
to those associated persons of the Registrant who need access to that information in order
to provide services to the client. As emphasized above, it has always been and will always
be the Registrant’s policy never to sell information about current or former customers or
their accounts to anyone. It is also the Registrant’s policy not to share information unless
required to process a transaction, at the request of a customer, or as required by law.

Proxy Voting/Class Action Lawsuits
Except with respect to qualified accounts, the Registrant will not vote proxies on behalf of
advisory client accounts. However, on rare occasions and only at the client’s request, the
Registrant may offer clients advice regarding corporate actions and the exercise of proxy
voting rights. Ultimately, clients owning shares of common stock or mutual funds must
exercise their own right to vote as a shareholder.

With respect to qualified accounts, in general, the Registrant will determine how to vote
proxies based on the Registrant’s reasonable judgment of that vote most likely to produce
favorable financial results for the Registrant’s clients. Proxy votes generally will be cast in
favor of proposals that maintain or strengthen the shared interests of shareholders and
management, increase shareholder value, maintain or increase shareholder influence over
the issuer's board of directors and management, and maintain or increase the rights of
shareholders; proxy votes generally will be cast against proposals having the opposite
effect. However, the Registrant will consider both sides of each proxy issue. Consistent
with the Registrant’s paramount commitment to the financial investment goals of its
clients, social considerations will not be considered absent contrary instructions by a client.

It is unlikely that conflicts of interest will arise between the Registrant or a principal of the
Registrant and the Registrant’s clients in respect of a proxy issue; however, if the
Registrant determines that a material conflict of interest exists, the Registrant will take the
necessary steps to resolve the conflict before voting the proxies. For example, the
Registrant may disclose the existence and nature of the conflict to the client(s) owning the
securities, and seek directions on how to vote the proxies; the Registrant may abstain
from voting, particularly if there are conflicting client interests (for example, where client
accounts hold different client securities in a competitive merger situation); or take other
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necessary steps designed to ensure that a decision to vote the proxy is in the client’s best
interest and was not the product of the conflict.

The Registrant keeps certain records required by applicable law in connection with its
proxy voting activities for clients and shall provide proxy-voting information to clients upon
their written or oral request.

From time to time, securities held in the accounts of clients will be the subject of class
action lawsuits. The Registrant has no obligation to determine if securities held by clients
are subject to a pending or resolved class action lawsuit. It also has no duty to evaluate a
client’s eligibility or to submit a claim to participate in the proceeds of a securities class
action settlement or verdict. Furthermore, the Registrant has no obligation or responsibility
to initiate litigation to recover damages on behalf of clients who may have been injured
because of actions, misconduct, or negligence by corporate management of issuers whose
securities are held by clients.

However, the Registrant will forward clients any proxy materials or information received by
the Registrant regarding class action legal matters involving securities held in client
accounts. In the unlikely event that the Registrant were to receive written or electronic
proxy materials or notices of class action lawsuits, settlements, or verdicts affecting
securities owned by a client, it would forward all notices, proof of claim forms, and other
materials, to the relevant client. Electronic mail is acceptable where appropriate, if the
relevant client has authorized contact in this manner.

Aggregation of Trades
The Registrant may aggregate orders with respect to a security for advisory client
accounts if such aggregation is consistent with achieving best execution for the various
client accounts. When orders are aggregated, each participating account receives the
weighted average share price for all transactions in a particular security effected to fill
such orders at the time of execution. Transaction costs are not shared pro rata as each
account will bear its own transaction costs. Allocations of orders among client accounts
must be made in a fair and equitable manner.

Trade Error Correction
From time-to-time the Registrant may make an error in submitting a trade order on the
client’s behalf. When this occurs, the Registrant may place a correcting trade with the
broker-dealer which has custody of the client’s account. If an investment gain results from
the correcting trade, the gain will remain in the client’s account unless the same error
involved other client account(s) that should have received the gain, it is not permissible for
the client to retain the gain, or we confer with the client and the client decides to forego the
gain (e.g., due to tax reasons). If the gain does not remain in the client’s account and
Charles Schwab & Co. Inc. (“Schwab”) is the custodian, Schwab will donate the amount of
any gain $100 and over to charity. If a loss occurs greater than $100, the Registrant will
pay for the loss. Schwab will maintain the loss or gain (if such gain is not retained in the
client’s account) if it is under $100 to minimize and offset its administrative time and
expense. Generally, if related trade errors result in both gains and losses in the client’s
account, they may be netted.
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