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Dear Essential 40 Stock Fund Shareholder, 

To begin, we would like to reiterate our feelings from the Fund’s Annual Report as we hope this note 
finds you well during these unprecedented and ever so challenging times. With that in mind, we are 
pleased to deliver the semi-annual report for the Essential 40 Stock Fund (“ESSIX”, “Fund”). This report 
covers the period beginning June 1, 2020 and ending November 30, 2020.  

As our daily lives continue to be a confluence of uncertainties, hopefulness, logistics, awareness, and 
adaptability, the stock market as well as the Essential 40 Stock Fund performed quite admirably during 
this tumultuous time. The ESSIX (Essential 40 Stock Fund) returned 21.12% from May 31st to November 
30th. This corresponds with The Essential 40 Stock Index™ Total Returni gain of 21.72%, which the Fund 
seeks to track. The Fund outperformed the benchmark S&P 500TRii index by 1.14%, which returned 
19.98% for the reporting period.  

The disruptions brought about by COVID-19iii created an environment for market participants to focus 
on sectors, and companies within those sectors that exhibited the potential to benefit from the shifting 
economic trends. A substantial increase in global money supply helped to stabilize the impact of COVID-
19, which in turn, created opportunities for companies well positioned to benefit from these measures.  

Initially, it was the “work from home” companies which appeared to benefit the most. Stocks such as 
NFLX (Netflix), ZM (Zoom Video Communications Inc.), PTON (Peloton Interactive Inc.), W (Wayfair Inc.), 
along with many other stocks which benefited from people working from home, realized substantial 
upward momentum. However, moving through the reporting period many of these names began to 
trend sideways to lower as these pandemic fueled companies pushed valuations to lofty levels.  

As markets moved to the second half of the year, it appeared there were some longer-term trends 
beginning to emerge. The “work from home” trend was beginning to be replaced by the “recovery” 
trend. Many of the stocks that were negatively impacted by the sudden halt to economic activity began 
to outperform as investors reconsidered the respective outlooks for these companies. Or as we like to 
refer to it as “the ketchup trade”.  

There was a rotation taking place under the surface of the market. Strong demand was shifting towards 
companies which were viewed as necessary to the economy and undervalued. Many of these companies 
were based in what we would deem essential economic growth areas. Established companies with 
strong balance sheets, strategically positioned to benefit from a global economic recovery.   

Sectors such as transportation and industrials, were identified as areas of increased opportunity. Stocks 
within these sectors experienced significant price appreciation, supporting the rotation trade during the 
period. This rotation coupled with historical long-term market trends facilitated the Essential 40 Stock 
Fund to outperform for the period. With the broad sector exposure exhibited by the Fund, holdings such 
as FDX, BA, GM, IP, and GE were all beneficiaries of this rotation.  
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In the wake of the 2020 Presidential election, we have expectations that the new Biden administration 
will most likely tilt towards robust spending focused on infrastructure projects and additional stimulus 
to support the U.S. economy. This belief underscores the increased potential for continued “rotation” as 
investors seek to pivot into epicenter stocks (known as essential) that should benefit. As COVID-19 
economic uncertainties have been reduced, we believe that this rotation of investor exposure is in its 
early stages and will certainly continue as the global economy exhibits a strong recovery into and 
through 2021. The recent positive strides made in procuring a vaccine should support this theme. We 
believe the Essential 40 Stock Fund is well positioned to capture this evolving trend now, and for the 
foreseeable future.  

We appreciate your continued support of the Essential 40 Stock Fund (ESSIX) and we look forward to 
providing a value add to your financial goals.  
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Essential 40 Stock Fund Goal 

The Essential 40 Stock Fund seeks to provide investors a broadly diversified portfolio of U.S. stocks that 
are believed to be essential and vital to the U.S. economy. This distinct basket of forty stocks is believed 
to represent the companies that are believed to be essential to the American way of life. 

As we believe today’s popular stock market indices do not accurately represent the companies that are 
essential to the American way of life, the Essential 40 Stock Fund seeks to offer investors a 
contemporary as well as diversified representation of the U.S. economy. The Essential 40 seeks to 
provide a refined approach to modern day investing. The Essential 40 Stock Fund seeks to track The 
Essential 40 Stock Index.  

The Methodology 

The Essential 40 Stock Fund seeks to represent what we believe to be essential to the economy and the 
American way of life today. The portfolio security selection process begins with an initial universe of 
securities with a market capitalization of at least $1 billion. In addition, the rules-based methodology 
utilizes a qualitative and quantitative approach based upon with companies we believe to be 
irreplaceable and we also believe to be too essential to fail in the U.S. economy. The final portfolio is 
equal weighted, and typically rebalanced annually on the second calendar Monday of January. 

The simplistic approach of the Essential 40 Stock Fund is what makes ESSIX distinct. Furthermore, the 
simplicity seeks to allow investors to easily understand what securities they are holding and why they 
are holding them. We believe this knowledge and the recognition of the vital importance of the 
companies in the portfolio differentiates this basket of stocks from other portfolios.  

Performance Overview 

For the six-month reporting period ending November 30, 2020, ESSIX (Essential 40 Stock Fund) returned 
21.12%. This corresponds with The Essential 40 Stock Index™ Total Return gain of 21.72%, which the 
Fund seeks to track. The benchmark S&P 500TR gained 19.98% during the same time period.  

Economic and Fund Overview 

This reporting period was highlighted by a confluence of storylines from which market participants, 
investors and even casual observers were left scratching their heads. The daily headlines focused on the 
ongoing impact of the COVID-19 virus, social upheaval during the summer months, the potential 
breakthrough in the vaccine front, Brexitiv anxiety, and the pending U.S. election results. With the 
exception of the vaccine news, the majority of the news cycle made it very difficult to believe, let alone 
comprehend, why several stock market indices were near or achieving new all-time highs.  

Even though it was virtually impossible to go to a concert, see a Broadway play, or go to a movie, there 
was one performance the market couldn’t ignore. Ladies and gentlemen, please once again welcome 
the FEDv and global centrals banks back to centerstage. It has been discussed previously the 
overwhelming support that the FED and central banks across the globe have provided to help fend off 
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perceived risks to the economy. Once again, the FED and central banks took swift and decisive action to 
assure global investors, they were going to do “whatever it takes” to provide monetary support. This 
time was a bit different as congress increased its involvement to provide large stimulus measures as 
well. The bottom line was the largest increase in global money supply in history. As this cash poured into 
the economic structure it began to search for yield. With the bond market offering little to no return (or 
negative depending on the region), there were very few options available for this cash to find a home. 
Money historically seeks higher risk adjusted returns. As such, the stock market was one of the few 
vehicles offering perceived higher yields as central banks offered supported to the economic structure.  

The result was U.S. equity market indexes reaching near or all-time highs in September, before trending 
sideways into the end of November. 

Focusing on the stock market, one of the interesting dynamics taking place was the rotation of money 
moving into sectors of the market which had previously underperformed. Often referred to as mean 
reversionvi, sectors of the market which had experienced some underperformance in the previous 
quarters began to exhibit outperformance. Sectors such as transportation, industrials, and even energy 
were demonstrating these mean reverting characteristics.  

During the last 3 months of the reporting period, the Fund was up 8.60% versus the benchmark S&P 
500TR return of 3.89%, or 4.71% of outperformance. Fund holdings such as FDX (FedEx Corp.), BA 
(Boeing Co.), GM (General Motors), IP (International Paper), and GE (General Electric) demonstrated 
significant outperformance during this timeframe. Some of the price dispersion created by the FAANG 
stocks, plus MSFT (Microsoft Corp.) which had been prevalent over the past several quarters were 
showing signs of mean reversion as well. Outperforming names such as AAPL (Apple), AMZN (Amazon), 
FB (Facebook), and MSFT (Microsoft) had reached their peak in September and began to selloff even as 
the previously mentioned names continued to rally.   

Why does mean reversion matter? Certain sectors or individual stocks can get hot and demonstrate 
significant outperformance in short to midterm cycles. However, historically most stocks will eventually 
find their way back to the mean from a performance metric. With the Fund being equal-weighted and 
set back to equal-weight once a year, these dispersions can lead to some periods of under-performance 
versus market capital weighted indices. These trends can last for a few months, up to a couple of years. 
However, longer-term data suggests that equal-weight strategies have shown the ability to outperform 
market capitalized based strategies over extended cycles.  

Shifting focus to the second half of the Fund’s fiscal year, we expect there to be further clarity as to the 
impact of COVID-19. The vaccine initiative results have been very positive, both in combating the virus 
and demonstrating minimal side-effects. This should instill confidence in the global economic 
community. Additionally, the U.S. election will be in the rearview mirror as it appears there will be a 
change of leadership. We expect the potential for some uncertainty in Washington D.C. surrounding the 
transition of power, which could lead to some market volatilityvii through January. Couple that with the 
Brexit negotiations coming to a head, there should be plenty of perceived political risk. Oddly enough, 
this might strengthen the “wall of worry” environment, which is a periodic tendency for markets to 
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demonstrate resiliency when running into a transient stumbling block, rather than a stronger 
impediment to the market advance. Another way to look at this is, there are plenty of potential 
investors on the sidelines. With ample money still on the sidelines, in the form of global money supply, 
stimulus, and the like, there is a high probability of further gains in the market once these transient risks 
filter through the market narrative.  

As the markets move through this cycle, we expect the “stay at home” trade to give way to the 
“recovery trade” which should continue to benefit the Essential 40 Stock Fund. This rotation trade 
appears to be reducing some of the recent dispersion and may potentially level the playing field…further 
supporting that time-tested metric of mean reversion.  

 

               5049-NLD-1/14/2021  

 

Definitions: 

 
i The Essential 40 Stock Index - The Index is an Index created by FSH Trading, LLC ("FSH") and is calculated an distributed by 
Solactive AG. The Index is an index of companies providing goods and services that are, in the view of FSH, essential to the 
American economy and way of life. The Index has 40 components that are selected by a committee within FSH, using a 
qualitative approach to determine which companies, in the view of the committee, are irreplaceable and too essential to fail. 
 
 
ii S&P 500 Total Return Index (S&P 500TR) - The S&P 500 Total Return Index, or the Standard & Poor's 500 Total Return Index, 
is an American stock market index based on the market capitalizations of 500 large companies having common stock listed on 
the NYSE or NASDAQ, which also assumes that any cash distributions (i.e. dividends) are reinvested back into the index. 

 
iii COVID-19 - is an illness caused by a virus that can spread from person to person. The virus is a new coronavirus that has 
spread throughout the world. 
 
 
iv Brexit – the withdrawal of the United Kingdom from the European Union. 
 
 
v FED - The Federal Reserve System is the central banking system of the United States of America. 
 
vi Mean Reversion - is the assumption that a stock's price will tend to move to the average price over time. 

 
vii Volatility - Volatility is a statistical measure of the dispersion of returns for a given security or market index. Volatility can 
either be measured by using the standard deviation or variance between returns from that same security or market index. 
Commonly, the higher the volatility, the riskier the security. 
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Essential 40 Stock Fund 
PORTFOLIO REVIEW (Unaudited)  
November 30, 2020 
 
The Fund’s performance figures* for the periods ended November 30, 2020, compared to its benchmarks: 
 

Six Months One Year Five Year
Since 

Inception**
   Class I 21.12% 10.36% 6.14% 4.30%
   S&P 500 Index^ 19.98% 17.46% 13.99% 12.34%
   The Essential 40 Stock IndexTotal Return ǂ 21.72% 11.21% 17.95% 13.61%

Annualized 

 
* The performance data quoted here represents past performance. The performance comparison includes reinvestment of all 
dividends and capital gain distributions. Total returns would have been lower had the Advisor not waived its fees. Current 
performance may be lower or higher than the performance data quoted above. Past performance is no guarantee of future 
results. The investment return and principal value of an investment will fluctuate so that investor’s shares, when redeemed, may 
be worth more or less than their original cost. The returns shown do not reflect the deduction of taxes that a shareholder would 
pay on Fund distributions or on the redemption of Fund shares. The Fund’s total annual operating expenses are 1.31% for 
Class I shares per the October 1, 2020 prospectus. For performance information current to the most recent month-end, please 
call toll-free 1-844-767-3863. 
 
** Inception date is June 6, 2014. Start of performance is June 11, 2014. 
 
^ S&P 500 Index is an unmanaged composite of 500 large capitalization companies. This index is widely used by professional 
investors as a performance benchmark for large-cap stocks. You cannot invest directly in an index and unmanaged index returns 
do not reflect any fees, expenses or sales charges. 
 
ǂ The Essential 40 Stock Index™ Total Return, is a gross total return index of FSH Trading, LLC. The index is calculated and 
distributed by Solactive AG. The Essential 40 Stock Index™ Total Return, is an index of companies providing goods and 
services that are deemed essential to the American economy and way of life. You cannot invest directly in an index and 
unmanaged index returns do not reflect any fees, expenses or sales charges. On December 4, 2017, the Fund changed its 
principal investment strategy. Performance prior to December 4, 2017 reflects the performance of the Fund under its previous 
investment strategy. Effective that date it changed its secondary benchmark to the Essential 40 Stock Index™ Total Return 
rather than the CBOE VIX Tail Hedge Index to correspond with the Fund’s revised principal investment strategy. 
 

PORTFOLIO COMPOSITION+ (Unaudited) 
 

Common Stock 98.8%
Short-Term Investment 0.3%
Other Assets Less Liabilities 0.9%

100.0%  
 

+ Based on Total Net Assets as of November 30, 2020. 
 

Please refer to the Portfolio of Investments in this semi-annual report for a detailed listing of the Fund’s holdings. 
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Essential 40 Stock Fund
PORTFOLIO OF INVESTMENTS (Unaudited)
November 30, 2020

Shares Fair Value
COMMON STOCK - 98.8 %
AEROSPACE & DEFENSE - 3.6 %

3,224                    Boeing Co. 679,329$                  
2,541                    Lockheed Martin Corp. 927,465                   

1,606,794                 
AUTOMOTIVE - 3.0 %

30,437                  General Motors Co. 1,334,358                 

BANKING - 2.0 %
7,760                    JPMorgan Chase & Co. 914,749                   

BIOTECH & PHARMA - 4.6 %
16,095                  Bristol-Myers Squibb Co.  1,004,328                 
7,307                    Johnson & Johnson  1,057,177                 

2,061,505                 
CABLE & SATELLITE - 2.6 %

23,247                  Comcast Corp. 1,167,929                 

CHEMICALS - 4.8 %
20,338                  Dow, Inc. 1,078,117                 
22,190                  Nutrien Ltd. 1,093,301                 

2,171,418                 
COMMERCIAL SUPPORT SERVICES - 2.4 %

9,049                    Waste Management, Inc. 1,078,007                 

CONTAINERS & PACKAGING - 2.6 %
23,958                  International Paper Co. 1,185,442                 

DIVERSIFIED INDUSTRIALS - 4.2 %
5,885                    3M Co. 1,016,516                 

87,846                  General Electric Co. 894,272                   
1,910,788                 

E-COMMERCE DISCRETIONARY - 3.9 %
563                       Amazon.com, Inc. * 1,783,607                 

ELECTRIC UTILITIES - 2.4 %
11,669                  Duke Energy Corp. 1,081,250                 

14,633                  CVS Health Corp. 991,971                   
3,725                    UnitedHealth Group, Inc. 1,252,867                 

2,244,838                 
HOME CONSTRUCTION - 2.6 %

22,293                  Masco Corp. 1,196,465                 

INSTITUTIONAL FINACIAL SERVICES - 2.0 %
5,216                    CME Group, Inc. 912,957                   

INSURANCE - 4.7 %
4,661                    Berkshire Hathaway, Inc. * 1,066,950                 
7,056                    Chubb Ltd. 1,043,089                 

2,110,039                 
INTERNET MEDIA & SERVICES - 5.8 %

739                       Alphabet, Inc. * 1,296,502                 
4,798                    Facebook, Inc. * 1,328,902                 

2,625,404                 
MACHINERY - 2.8 %

13,099                  Xylem, Inc. 1,257,111                 

HEALTH CARE FACILITIES & SERVICES - 5.0 %

The accompanying notes to financial statements are an integral part of these financial statements.
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Essential 40 Stock Fund
PORTFOLIO OF INVESTMENTS (Unaudited) (Continued)
November 30, 2020

Shares Fair Value
COMMON STOCK (Continued) - 98.8 %
OIL & GAS PRODUCERS - 2.9 %

36,802                  Enterprise Products Partners LP 713,959$                  
15,253                  Exxon Mobil Corp. 581,597                   

1,295,556                 
RETAIL - CONSUMER STAPLES  - 3.1 %

3,551                    Costco Wholesale Corp. 1,391,175                 

RETAIL - DISCRETIONARY - 2.9 %
4,767                    Home Depot, Inc. 1,322,413                 

SEMICONDUCTORS - 1.9 %
17,867                  Intel Corp. 863,869                   

SOFTWARE - 6.0 %
6,521                    Microsoft Corp. 1,395,950                 
4,419                    Palo Alto Networks, Inc. * 1,298,832                 

2,694,782                 
TECHNOLOGY HARDWARE - 5.7 %

13,436                  Apple, Inc. 1,599,556                 
22,195                  Cisco Systems, Inc. 954,829                   

2,554,385                 
TECHNOLOGY SERVICES - 4.9 %

6,177                    Automatic Data Processing, Inc.  1,074,057                 
5,451                    Visa, Inc.  1,146,618                 

2,220,675                 
TELECOMMUNICATIONS - 2.3 %

18,000                  Verizon Communications, Inc. 1,087,380                 

TRANSPORTATION & LOGISTICS - 5.5 %
38,872                  American Airlines Group, Inc. 549,261                   
6,684                    FedEx Corp. 1,915,501                 

2,464,762                 
WHOLESALE - CONSUMER STAPLES - 4.6 %

23,969                  Archers-Daniels-Midland Co. 1,192,937                 
12,717                  Sysco Corp. 906,595                   

2,099,532                 

TOTAL COMMON STOCK (Cost - $40,729,096) 44,637,190               

SHORT-TERM INVESTMENT - 0.3 %
MONEY MARKET FUND - 0.3 %

                 152,586 152,586                   
(Cost - $152,586)

TOTAL INVESTMENTS - 99.1 % (Cost - $40,881,682) 44,789,776$             
OTHER ASSETS LESS LIABILITIES - 0.9 % 404,555                   
NET ASSETS - 100.0 % 45,194,331$             

* Non-income producing security.
+ Money market fund; interest rate reflects seven-day effective yield on November 30, 2020.

Morgan Stanley Institutional Liquidity Funds - Government Portfolio -Advisory Share Class, 0.02%+

The accompanying notes to financial statements are an integral part of these financial statements.
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Assets:

Investments in Securities at Fair Value (at cost $40,881,682) 44,789,776$          

Cash Deposits with Broker 103                       
Receivable for Fund Shares Sold 313,945                

Dividends and Interest Receivable 93,298                  
Due From Adviser 20,062                  
Prepaid Expenses and Other Assets 14,675                  
Total Assets 45,231,859            

Liabilities:
Payable to Related Parties 13,619                  
Payable for Fund Shares Redeemed 2,421                    
Accrued Expenses and Other Liabilities 21,488                  
Total Liabilities 37,528                  

Net Assets 45,194,331$          

Composition of Net Assets:
At November 30, 2020, Net Assets consisted of:

Paid-in-Capital 43,019,107$          
Accumulated Losses 2,175,224              

NET ASSETS 45,194,331$          

Net Asset Value, Offering and Redemption Price Per Share
Class I Shares:
Net Assets 45,194,331$          

Shares of beneficial interest outstanding (unlimited shares of no par beneficial interest authorized) 3,616,893              

Net Asset Value (Net Assets ÷ Shares Outstanding), Offering and Redemption Price Per Share 12.50$                  

STATEMENT OF ASSETS AND LIABILITIES (Unaudited)
Essential 40 Stock Fund

November 30, 2020

          The accompanying notes are an integal part of these financial statements.
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Investment Income:
Dividend Income 341,827$            
Interest Income 50
Total Investment Income 341,877             

Expenses:
Investment Advisory Fees 79,159               
Administration Fees 20,846               
Trustees’ Fees 16,044               
Third Party Administrative Servicing Fees 15,603               
Registration and Filing Fees 15,041               
Transfer Agent Fees 14,050               
Fund Accounting Fees 13,645               
Legal Fees 12,735               
Chief Compliance Officer Fees 11,432               
Audit and Tax Fees 8,524                 
Printing Expense 6,017                 
Custody Fees 2,498                 
Insurance Expense 1,504                 
Interest Expense 60                      
Miscellaneous Expenses 3,997                 
Total Expenses 221,155             

Less: Fees Waived and Expenses Reimbursed by Adviser (110,079)            
Net Expenses 111,076             
Net Investment Income 230,801             

Net Realized and Unrealized Gain on Investments:
Net Realized Gain on Investments 309,620             
Net Change in Unrealized Appreciation on Investments 5,670,799           
Net Realized and Unrealized Gain on Investments 5,980,419           

Net Increase in Net Assets Resulting From Operations 6,211,220$         

Essential 40 Stock Fund
STATEMENT OF OPERATIONS (Unaudited)
For the Six Months Ended November 30, 2020

          The accompanying notes are an integral part of these financial statements.
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Essential 40 Stock Fund
STATEMENTS OF CHANGES IN NET ASSETS

For the Six Months For the Year
Ended Ended

November 30, 2020 May 31, 2020

(Unaudited)
Operations:

Net Investment Income 230,801$                     581,747$             

Net Realized Gain on Investments 309,620                      2,452                  
Net Change in Unrealized Appreciation (Depreciation) on Investments 5,670,799                    (382,294)              
Net Increase in Net Assets Resulting From Operations 6,211,220                    201,905               

Distributions to Shareholders From:
Class I Shares:
Total Distributions Paid -                                 (499,386)              
Net (Decrease) in Net Assets From Distributions to Shareholders -                                 (499,386)              

Beneficial Interest Transactions:

Class I Shares:
Proceeds from Shares Issued 26,178,053                  21,091,497          
Distributions Reinvested -                                 456,249               
Cost of Shares Redeemed (22,448,562)                 (14,337,148)         
Total Class I Transactions 3,729,491                    7,210,598            

Net Increase in Net Assets Resulting From Beneficial Interest Transactions 3,729,491                    7,210,598            

Increase in Net Assets 9,940,711                    6,913,117            

Net Assets:

Beginning of Period 35,253,620                  28,340,503          

End of Period 45,194,331$                35,253,620$        

Share Activity:
Class I Shares:
Shares Issued 2,285,136                    1,930,532            
Shares Reinvested -                                 39,777                
Shares Redeemed (2,083,176)                  (1,341,149)           
Net increase in shares of beneficial interest outstanding 201,960                      629,160               

          The accompanying notes are an integral part of these financial statements.
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Essential 40 Stock Fund
FINANCIAL HIGHLIGHTS
Per Share Data and Ratios for a Share of Beneficial Interest Outstanding Throughout Each Period Presented.

Six Months Year Year Year Year Year
Ended Ended Ended Ended Ended Ended

November 30, 2020 May 31, 2020 May 31, 2019 May 31, 2018 May 31, 2017 May 31, 2016
(Unaudited)

Net Asset Value, Beginning of Period 10.32$                            10.17$            10.42$            9.42$              9.20$              9.64$              

Activity From Investment Operations:

Net investment income (a) 0.08                                0.18                0.17                0.16                0.07                0.13                
Net realized and unrealized gain (loss) from investments, options 
and futures contracts 2.10                                0.12                (j) (0.29)               0.87                (j) 0.26                (0.51)               

Total from investment operations 2.18                                0.30                (0.12)               1.03                0.33                (0.38)               

Distributions to shareholders from:

Net investment income -                                  (0.15)               (0.13)               (0.03)               (0.11)               (0.04)               
Net return of capital -                                  -                  -                  -                  -                  (0.02)               

Total distributions -                                  (0.15)               (0.13)               (0.03)               (0.11)               (0.06)               

Paid in capital from redemption fees -                                  -                  0.00 (f) 0.00 (f) -                  0.00 (f)

Net Asset Value, End of Period 12.50$                            10.32$            10.17$            10.42$            9.42$              9.20$              

Total Return (b) 21.12% (e) 2.76% (1.08)% 10.89% 3.57% (3.99)%

Ratios/Supplemental Data

Net assets, end of period (in 000’s) 45,194$                          35,254$           28,341$          36,903$          2,338$            9,491$            

Ratio of expenses to average net assets: (i)

before reimbursement (c)(g) 1.39% (d) 1.31% 1.58% 3.24% 4.56% 2.52%

net of reimbursement (g) 0.70% (d) 0.70% 0.70% 0.74% 1.07% 1.07%

Ratio of net investment income to average net assets (h) 1.46% (d) 1.63% 1.56% 1.45% 0.78% 1.38%

Portfolio turnover rate 58% (e) 39% 17% 63% 48% 157%

(a) 
(b) 

(c) Represents the ratio of expenses to average net assets absent fee waivers by the Adviser.

(d) Annualized.

(e) Not annualized.

(f) Amount represents less than $0.005.

(g) Does not include the expenses of other investment companies in which the Fund invests.
(h) 

(i) Ratio of expenses to average net assets (excluding interest expense):

before reimbursement (c)(g) 1.39% 1.31% 1.58% 3.21% 4.54% 2.50%

net of reimbursement (g) 0.70% 0.70% 0.70% 0.71% 1.05% 1.05%

(j) The amount of net realized gain per share does not agree with the amount reported in the Statement of Operations due to the timing of shareholder transactions.

Class I

Total returns are historical in nature and assume changes in share price, reinvestment of dividends and capital gains distributions, if any, and excludes sales charges. Had the Adviser not waived or reimbursed a 
portion of the Fund's expenses, total returns would have been lower.

Recognition of net investment income by the Fund is affected by the timing of the declaration of dividends by the underlying investment companies in which the Fund invests.

Per share amounts are calculated using the average shares method, which appropriately presents the per share data for the period.               

The accompanying notes are an integral part of these financial statements.
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Essential 40 Stock Fund 
NOTES TO FINANCIAL STATEMENTS (Unaudited)  
November 30, 2020         

 
1. ORGANIZATION 
 
Essential 40 Stock Fund (the “Fund”) is a series of shares of beneficial interest of the Northern Lights Fund Trust II, (the 
“Trust”), a Delaware statutory trust organized on August 26, 2010.  The Fund is registered under the Investment Company Act 
of 1940, as amended, (the “1940 Act”), as a diversified (prior to October 1, 2017, the Fund was non-diversified.), open-end 
management investment company.  The primary investment objective of the Fund is to seek risk-adjusted total return with less 
volatility than the broader U.S. equities market.  The inception date of the Fund is June 6, 2014.   
 
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The following is a summary of significant accounting policies followed by the Fund in the preparation of its financial 
statements.  These policies are in conformity with accounting principles generally accepted in the United States of America 
(“GAAP”). The preparation of financial statements in accordance with GAAP requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the 
date of the financial statements and the reported amounts of income and expenses for the period. Actual results could differ 
from those estimates. The Fund is an investment company and accordingly follows the investment company accounting and 
reporting guidance of the Financial Accounting Standards Board (FASB) Accounting Standard Codification Topic 946 
"Financial Services – Investment Companies.” 
 
Security Valuation – Securities listed on an exchange are valued at the last reported sale price at the close of the regular trading 
session of the exchange on the business day the value is being determined, or in the case of securities listed on NASDAQ at the 
NASDAQ Official Closing Price (“NOCP”).  In the absence of a sale such securities shall be valued at the mean between the 
current bid and ask prices on the day of valuation.  Short-term debt obligations having 60 days or less remaining until maturity, 
at time of purchase, may be valued at amortized cost. 
 
The Fund may hold securities, such as private investments, interests in commodity pools, other non-traded securities or 
temporarily illiquid securities, for which market quotations are not readily available or are determined to be unreliable. These 
securities will be valued using the “fair value” procedures approved by the Trust’s Board of Trustees (the “Board”).  The Board 
has delegated execution of these procedures to a fair value committee composed of one or more representatives from each of 
the (i) Trust, (ii) administrator, and (iii) adviser.  The committee may also enlist third party consultants such as a valuation 
specialist at a public accounting firm, valuation consultant or financial officer of a security issuer on an as-needed basis to assist 
in determining a security-specific fair value.  The Board has also engaged a third party valuation firm to attend valuation 
meetings held by the Trust, review minutes of such meetings and report to the Board on a quarterly basis.  The Board reviews 
and ratifies the execution of this process and the resultant fair value prices at least quarterly to assure the process produces 
reliable results. 
  
Fair Valuation Process – As noted above, the fair value committee is composed of one or more representatives from each of the 
(i) Trust, (ii) administrator, and (iii) adviser.  The applicable investments are valued collectively via inputs from each of these 
groups.  For example, fair value determinations are required for the following securities:  (i) securities for which market 
quotations are insufficient or not readily available on a particular business day (including securities for which there is a short and 
temporary lapse in the provision of a price by the regular pricing source), (ii) securities for which, in the judgment of the adviser, 
the prices or values available do not represent the fair value of the instrument.  Factors which may cause the adviser to make 
such a judgment include, but are not limited to, the following: only a bid price or an asked price is available; the spread between 
bid and asked prices is substantial; the frequency of sales; the thinness of the market; the size of reported trades; and actions of 
the securities markets, such as the suspension or limitation of trading; (iii) securities determined to be illiquid; (iv) securities with 
respect to which an event that will affect the value thereof has occurred (a “significant event”) since the closing prices were 
established on the principal exchange on which they are traded, but prior to the Fund’s calculation of its net asset value.  
Specifically, interests in commodity pools or managed futures pools are valued on a daily basis by reference to the closing 
market prices of each futures contract or other asset held by a pool, as adjusted for pool expenses.  Restricted or illiquid 
securities, such as private investments or non-traded securities are valued via inputs from the adviser based upon the current bid 
for the security from two or more independent dealers or other parties reasonably familiar with the facts and circumstances of 
the security (who should take into consideration all relevant factors as may be appropriate under the circumstances).  If the 
adviser is unable to obtain a current bid from such independent dealers or other independent parties, the fair value committee 
shall determine the fair value of such security using the following factors: (i) the type of security; (ii) the cost at date of purchase; 
(iii) the size and nature of the Fund's holdings; (iv) the discount from market value of unrestricted securities of the same class at 
the time of purchase and subsequent thereto; (v) information as to any transactions or offers with respect to the security; (vi) the 
nature and duration of restrictions on disposition of the security and the existence of any registration rights; (vii) how the yield 

13



Essential 40 Stock Fund 
NOTES TO FINANCIAL STATEMENTS (Unaudited) (Continued) 
November 30, 2020       

 

  

of the security compares to similar securities of companies of similar or equal creditworthiness; (viii) the level of recent trades of 
similar or comparable securities; (ix) the liquidity characteristics of the security; (x) current market conditions; and (xi) the 
market value of any securities into which the security is convertible or exchangeable. 
 
The Fund utilizes various methods to measure the fair value of all of its investments on a recurring basis.  GAAP establishes a 
hierarchy that prioritizes inputs to valuation methods. The three levels of input are: 
 
Level 1 – Unadjusted quoted prices in active markets for identical assets and liabilities that the Fund has the ability to access. 
Level 2 – Observable inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either 
directly or indirectly.  These inputs may include quoted prices for the identical instrument in an inactive market, prices for 
similar instruments, interest rates, prepayment speeds, credit risk, yield curves, default rates and similar data. 
Level 3 – Unobservable inputs for the asset or liability, to the extent relevant observable inputs are not available, representing 
the Fund’s own assumptions about the assumptions a market participant would use in valuing the asset or liability, and would be 
based on the best information available. 
 
The availability of observable inputs can vary from security to security and is affected by a wide variety of factors, including, for 
example, the type of security, whether the security is new and not yet established in the marketplace, the liquidity of markets, 
and other characteristics particular to the security. 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.  Accordingly, the degree of 
judgment exercised in determining fair value is greatest for instruments categorized in Level 3. 
 
The inputs used to measure fair value may fall into different levels of the fair value hierarchy.  In such cases, for disclosure 
purposes, the level in the fair value hierarchy within which the fair value measurement falls in its entirety, is determined based 
on the lowest level input that is significant to the fair value measurement in its entirety.  
 
The inputs or methodology used for valuing securities are not necessarily an indication of the risk associated with investing in 
those securities.  The following tables summarize the inputs used as of November 30, 2020 for the Fund’s assets and liabilities 
measured at fair value on a recurring basis: 
Assets Level 1 Level 2 Level 3 Total
Common Stock* 44,637,190$             -$                         -$                         44,637,190$             
Short-Term Investment 152,586                   -                          -                          152,586                   
Total 44,789,776$             -$                         -$                         44,789,776$             

 
The Fund did not hold any Level 3 securities during the year. 
* See the Portfolio of Investments for industry classification. 
 
Security Transactions and Investment Income – Investment security transactions are accounted for on a trade date basis.  Cost is 
determined and gains and losses are based upon the specific identification method for both financial statement and federal 
income tax purposes. Dividend income is recorded on the ex-dividend date and interest income is recorded on the accrual basis.  
Purchase discounts and premiums on securities are accreted and amortized over the life of the respective securities.  The Fund’s 
income, expenses (other than the class specific distribution fees) and realized and unrealized gains and losses are allocated 
proportionally each day between the classes based upon the relative net assets of each class. 
 
Federal Income Taxes – The Fund intends to continue to comply with the requirements of Subchapter M of the Internal Revenue 
Code applicable to regulated investment companies and will distribute all of its taxable income, if any, to shareholders.  
Accordingly, no provision for Federal income taxes is required in the financial statements.  
 
The Fund recognizes the tax benefits of uncertain tax positions only where the position is “more likely than not” to be 
sustained assuming examination by tax authorities Management has analyzed the Fund’s tax positions and has concluded that no 
liability for unrecognized tax benefits should be recorded related to uncertain tax positions taken on returns filed for open tax 
years May 31, 2018 – May 31, 2020, or expected to be taken in the Fund’s May 31, 2021 tax returns. The Fund identifies its 
major tax jurisdictions as U.S. Federal and Ohio State.  The Fund is not aware of any tax positions for which it is reasonably 
possible that the total amounts of unrecognized tax benefits will change materially in the next twelve months. 
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Dividends and Distributions to Shareholders – Dividends from net investment income and distributions from net realized capital 
gains, if any, are declared and paid annually.  Dividends and distributions to shareholders are recorded on the ex-dividend date.  
Dividends from net investment income and distributions from net realized gains are determined in accordance with Federal 
income tax regulations, which may differ from GAAP.  These “book/tax” differences are considered either temporary (e.g. 
deferred losses) or permanent in nature.  To the extent these differences are permanent in nature, such amounts are reclassified 
within the composition of net assets based on their Federal tax-basis treatment.  Temporary differences do not require 
reclassification.  Any such reclassifications will have no effect on net assets, results of operations, or net asset values per share of 
the Fund. 
 
Expenses – Expenses of the Trust that are directly identifiable to a specific fund are charged to that fund.  Expenses which are 
not readily identifiable to a specific fund are allocated in such a manner as deemed equitable, taking into consideration the 
nature and type of expense and the relative sizes of the funds in the Trust. 
 
Indemnification – The Trust indemnifies its officers and Trustees for certain liabilities that may arise from the performance of 
their duties to the Trust.  Additionally, in the normal course of business, the Fund enters into contracts that contain a variety of 
representations and warranties and which provide general indemnities.  The Fund’s maximum exposure under these 
arrangements is unknown, as this would involve future claims that may be made against the Fund that have not yet occurred.  
However, based on experience, the Fund expects the risk of loss due to these warranties and indemnities to be remote. 
 
3. INVESTMENT TRANSACTIONS 
 
The cost of security purchases and the proceeds from the sale of securities, other than short-term securities, for the six months 
ended November 30, 2020, amounted to $22,599,985 and $18,966,073, respectively, for the Fund.  
 
4. INVESTMENT ADVISORY AGREEMENT AND TRANSACTIONS WITH RELATED PARTIES 
 
Advisory Fees – KKM Financial LLC serves as the Fund’s investment adviser (the “Adviser”).  Pursuant to an Investment 
Advisory Agreement with the Fund, the Adviser, under the oversight of the Board, directs the daily operations of the Fund and 
supervises the performance of administrative and professional services provided by others.  As compensation for its services 
and the related expenses borne by the Adviser, the Fund pays the Adviser an investment advisory fee, computed and accrued 
daily and paid monthly, at an annual rate of 0.50% of the Fund’s average daily net assets.  For the six months ended November 
30, 2020, the Adviser earned advisory fees of $79,159 from the Fund.  
 
The Adviser has contractually agreed to waive all or part of its advisory fees and/or make payments to limit Fund expenses 
(exclusive of any front-end or contingent deferred loads, taxes, leverage interest, brokerage commissions, expenses incurred in 
connection with any merger or reorganization, dividend expense on securities sold short, expenses of investing in underlying 
funds, or extraordinary expenses such as litigation) at least until September 30, 2021, so that the total annual operating expenses 
of the Fund do not exceed 0.70% of the average daily net assets of the Class I shares.  Advisory fee waivers or expense 
reimbursements are subject to possible recoupment from the Fund in future years on a rolling three years basis (within the three 
years after the fees have been waived or reimbursed) if such recoupment can be achieved within the foregoing expense limits.  
During the six months ended November 30, 2020, the Adviser waived fees and reimbursed expenses of $110,079. As of May 31, 
2020, the cumulative expenses subject to recapture amounted to $827,220, of which $333,466 expires May 31, 2021, $275,248 
expires May 31, 2022 and $218,506 expires May 31, 2023. 
 
Distributor – The distributor of the Fund is Northern Lights Distributors, LLC (the “Distributor”).   
 
In addition, certain affiliates of the Distributor provide services to the Fund as follows: 
 
Gemini Fund Services, LLC (“GFS”) - GFS, an affiliate of the Distributor, provides administration, fund accounting and transfer 
agent services to the Fund.  Pursuant to separate servicing agreements with GFS, the Fund pays GFS customary fees for 
providing administration, fund accounting and transfer agency services to the Fund.  Certain officers of the Trust are also 
officers of GFS and are not paid any fees directly by the Fund for servicing in such capacities. 
 
Northern Lights Compliance Services, LLC (“NLCS”) - NLCS, an affiliate of GFS and the Distributor, provides a Chief Compliance 
Officer to the Trust, as well as related compliance services, pursuant to a consulting agreement between NLCS and the Trust. 
Under the terms of such agreement, NLCS receives customary fees from the Fund.  
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Blu Giant, LLC (“Blu Giant”) – Blu Giant, an affiliate of GFS and the Distributor, provides EDGAR conversion and filing 
services as well as print management services for the Fund on an ad-hoc basis.   For the provision of these services, Blu Giant 
receives customary fees from the Fund. 
 
5.   AGGREGATE UNREALIZED APPRECIATION AND DEPRECIATION – TAX BASIS  
 
The identified cost of investments in securities owned by the Fund for federal income tax purposes and its respective gross 
unrealized appreciation and depreciation at November 30, 2020, were as follows: 
 

Tax Cost
Gross Unrealized 

Appreciation
Gross Unrealized 

(Depreciation)
Net Unrealized 

Appreciation
41,895,152$               4,772,878$                 (1,878,254)$                2,894,624$                  

 
6.  DISTRIBUTIONS TO SHAREHOLDERS AND TAX COMPONENTS OF CAPITAL 
 
The tax character of distributions paid during the following fiscal years was as follows: 
 

 

Fiscal Year Ended Fiscal Year Ended

May 31, 2020 May 31, 2019

Ordinary Income 499,386$                        401,396$                          
 

As of May 31, 2020, the components of accumulated earnings/ (deficit) on a tax basis were as follows:  
 

Undistributed Undistributed Post October Loss Capital Loss Other Unrealized Total

Ordinary Long-Term and Carry Book/Tax Appreciation/ Accumulated

Income Gains Late Year Loss Forwards Differences (Depreciation) Earnings/(Deficits)

275,368$         -$                  -$                          (1,535,189)$       -$                  (2,776,175)$     (4,035,996)$                 
 
The difference between book basis and tax basis undistributed net investment income, accumulated net realized losses, and 
unrealized depreciation from investments is primarily attributable to the tax deferral of losses on wash sales, and adjustments for 
partnerships.  

 
At May 31, 2020, the Fund had capital loss carry forwards for federal income tax purposes available to offset future capital 
gains, and utilized capital loss carry forwards as follows: 
 

 

Non-
Expiring

Short-Term
Non-Expiring

Long-Term Total
CLCF 

Utilized

327,091$       1,208,098$            1,535,189$        513,991$       
 
Permanent book and tax differences, primarily attributable to the book/tax basis treatment of non-deductible expenses resulted 
in reclassifications for the Fund for the fiscal year ended May 31, 2020 as follows:  

 

 

Paid In Capital Accumulated Earnings (Losses)

(24)$                             24$                                                    
 
7.  CONTROL OWNERSHIP 
 
The beneficial ownership, either directly or indirectly, of more than 25% of the voting securities of the Fund creates 
presumption of the control of the Fund, under section 2[a] 9 of the Act. As of November 30, 2020, TD Ameritrade, Inc. 
(“TD”) and UBS Financial Services, Inc. (“UBS”) held 52.21% and 34.56% of the voting securities of Class I, respectively. The 
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Fund has no knowledge as to whether all or any portion of the shares owned of record by TD and UBS are also beneficially 
owned. 
 
8. SUBSEQUENT EVENTS 
 
Subsequent events after the date of the Statement of Assets and Liabilities have been evaluated through the date the financial 
statements were issued. Management has determined that no events or transactions occurred requiring adjustment or disclosure 
in the financial statements. 
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FACTORS CONSIDERED BY THE TRUSTEES IN APPROVAL OF THE RENEWAL OF THE 
INVESTMENT ADVISORY AGREEMENT  
 

At a Regular meeting (the “Meeting”) of the Board of Trustees (the “Board”) of Northern Lights 
Fund Trust II (the “Trust”) held on April 22, 2020, the Board, including the disinterested Trustees (the 
“Independent Trustees”), considered the renewal of the Investment Advisory Agreement between the Trust, 
on behalf of the Essential 40 Stock Fund (“Essential 40”) and KKM Financial, LLC (“KKM Financial”), (the 
“KKM Advisory Agreement”).   

 
Based on their evaluation of the information provided by KKM Financial, in conjunction with 

Essential 40’s other service providers, the Board, by a unanimous vote (including a separate vote of the 
Independent Trustees), approved the renewal of the KKM Advisory Agreement with respect to Essential 40. 

   
In advance of the Meeting, the Board requested and received materials to assist them in considering the 

KKM Advisory Agreement.  The materials provided contained information with respect to the factors 
enumerated below, including the KKM Advisory Agreement, a memorandum prepared by the Trust’s outside 
legal counsel discussing in detail the Trustees’ fiduciary obligations and the factors they should assess in 
considering the continuation of the KKM Advisory Agreement and comparative information relating to the 
advisory fee and other expenses of Essential 40.  The materials also included due diligence materials relating 
to KKM Financial (including due diligence questionnaires completed by KKM Financial, select financial 
information of KKM Financial, bibliographic information regarding Essential 40’s key management and 
investment advisory personnel, and comparative fee information relating to Essential 40) and other pertinent 
information.  At the Meeting, the Independent Trustees were advised by counsel that is experienced in 
Investment Company Act of 1940 matters and that is independent of fund management and met with such 
counsel separately from fund management. 

 
 The Board then reviewed and discussed the written materials that were provided in advance of the Meeting 
and deliberated on the renewal of the KKM Advisory Agreement. The Board relied upon the advice of 
independent legal counsel and their own business judgment in determining the material factors to be 
considered in evaluating the KKM Advisory Agreement and the weight to be given to each such factor.  The 
conclusions reached by the Board were based on a comprehensive evaluation of all of the information 
provided and were not the result of any one factor.  Moreover, each Trustee may have afforded different 
weight to the various factors in reaching his conclusions with respect to the KKM Advisory Agreement. In 
considering the renewal of the KKM Advisory Agreement, the Board reviewed and analyzed various factors 
that they determined were relevant, including the factors enumerated below. 
 
Nature, Extent and Quality of Services.   During the discussions with KKM Financial, the Board reviewed 
materials provided by KKM Financial relating to the KKM Advisory Agreement, including a description of 
the manner in which investment decisions are made and executed and a review of the professional personnel 
performing services for Essential 40 including the individuals that primarily monitor and execute the 
investment process.  The Board discussed and noted they had met KKM Financial previously and were 
familiar with KKM Financial’s ability to manage a fund as well as its commitment to Essential 40. The Board 
then discussed the extent of KKM Financial’s research capabilities, the quality of its compliance infrastructure 
and the experience of its fund management personnel. The Board considered KKM Financial’s specific 
responsibilities in all aspects of the day-to-day management of Essential 40 and concluded that KKM 
Financial’s personnel have the qualifications and expertise to manage Essential 40.  The Board also noted 
that KKM Financial continued to be committed to the investment strategy put in place for Essential 40 in 
2017.  Additionally, the Board received responses from the representatives of KKM Financial with respect to 
a series of important questions, including: whether KKM Financial is involved in any lawsuits or pending 
regulatory actions; whether the management of other accounts conflicts with its management of Essential 40; 
and whether KKM Financial has procedures in place to adequately allocate trades among its respective clients. 
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The Board also reviewed the descriptions provided by KKM Financial of its practices for monitoring 
compliance with Essential 40’s investment limitations, noting that KKM Financial’s chief compliance officer 
would continually review the portfolio managers’ performance of their duties with respect to Essential 40 to 
ensure compliance under KKM Financial’s compliance program. The Board then reviewed the capitalization 
of KKM Financial based on financial information and other materials provided by and discussed with KKM 
Financial and concluded that KKM Financial was sufficiently well-capitalized, or that its control person had 
the ability to make additional contributions in order to meet its obligations to Essential 40. The Board 
discussed KKM Financial’s compliance structure and broker selection process and engaged in a discussion 
with the Trust’s chief compliance officer regarding KKM Financial’s business practices.  The Board noted 
that the CCO of the Trust continued to represent that KKM Financial’s policies and procedures were 
reasonably designed to prevent violations of applicable securities laws. The Board also noted KKM 
Financial’s representation that the prospectus and statement of additional information for Essential 40 
accurately describe the investment strategies of Essential 40.  The Board concluded that KKM Financial had 
sufficient quality and depth of personnel, resources, investment methods and compliance policies and 
procedures necessary to perform its duties under the KKM Advisory Agreement with respect to Essential 40 
and that the nature, overall quality and extent of the management services to be provided by KKM Financial 
were satisfactory.  
 
Performance. The Board discussed the reports prepared by Broadridge and reviewed the performance of 
Essential 40 as compared to its peer group, Morningstar category and benchmark for the one year, three year, 
five year and since inception periods ended March 31, 2020.  The Board noted that performance for the one 
year period reflected Essential 40’s current strategy while performance for longer periods primarily reflected 
the performance of the Fund under its previous investment strategy.  Accordingly, the Board focused its 
review on the performance of Essential 40 after the investment strategy change and discussed the performance 
of Essential 40 for the one year period since the strategy change and found Essential 40 to be more comparable 
to its peers and to have performed in line with the Index that it seeks to track.  After further discussion, the 
Board concluded that the current strategy should result in improved longer-term performance over time. 
 
Fees and Expenses. As to the costs of the services to be provided by KKM Financial, the Board discussed the 
comparison of advisory fees and total operating expense data and reviewed Essential 40’s advisory fee and 
overall expenses compared to its peer group and Morningstar category as presented in the Broadridge Report. 
The Board noted that the advisory fee was below the peer group median and Morningstar category median. 
The Board also reviewed the contractual arrangements for Essential 40, which stated that KKM Financial had 
agreed to waive or limit its advisory fee and/or reimburse expenses at least until September 30, 2021, in order 
to limit net annual operating expenses, exclusive of certain fees, so as not to exceed 0.70% of Essential 40’s 
average net assets for Class I shares, and found such arrangements to be beneficial to shareholders. The Board 
concluded that the expense cap for Essential 40 was in the best interest of shareholders.    It was the 
consensus of the Board that, based on KKM Financial’s experience and expertise, and the services provided 
by KKM Financial to Essential 40, that the advisory fee charged by KKM Financial was not unreasonable.     
  
Profitability.  The Board also considered the level of profits that could be expected to accrue to KKM 
Financial with respect to Essential 40 based on breakeven and profitability reports and analyses reviewed by 
the Board and the selected financial information provided by KKM Financial. The Board noted that KKM 
Financial continues to subsidize Essential 40 and concluded that anticipated profits from KKM Financial’s 
relationship with Essential 40 were not excessive. 
 
Economies of Scale.  As to the extent to which Essential 40 will realize economies of scale as it grows, and 
whether the fee levels reflect these economies of scale for the benefit of investors, the Board discussed KKM 
Financial’s expectations for growth of Essential 40.  After consideration, the Board concluded that any 
material economies of scale would not be achieved in the near term. 
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Conclusion.  The Board relied upon the advice of counsel, and their own business judgment in determining 
the material factors to be considered in evaluating the KKM Advisory Agreement and the weight to be given 
to each such factor. Accordingly, having requested and received such information from KKM Financial as 
the Trustees believed to be reasonably necessary to evaluate the terms of the KKM Advisory Agreement, and 
as assisted by the advice of independent counsel, the Board, including a majority of the Independent Trustees, 
determined that, with respect to the KKM Advisory Agreement, (a) the terms of the KKM Advisory 
Agreement are reasonable; (b) the advisory fee is reasonable; and (c) the KKM Advisory Agreement is in the 
best interests of Essential 40 and its shareholders.  In considering the approval of the KKM Advisory 
Agreement, the Board did not identify any one factor as all important, but rather considered these factors 
collectively and determined that the approval of the KKM Advisory Agreement was in the best interest of 
Essential 40 and its shareholders. Moreover, the Board noted that each Trustee may have afforded different 
weight to the various factors in reaching his conclusions with respect to the KKM Advisory Agreement.   
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As a shareholder of the Essential 40 Stock Fund, you incur two types of costs: (1) transaction costs, including sales 
charges (loads) on purchases and (2) ongoing costs, including management fees; distribution and/or service (12b-1) 
fees; and other fund expenses.  This example is intended to help you understand your ongoing costs (in dollars) of 
investing in the Fund and to compare these costs with the ongoing costs of investing in other mutual funds. 
 
The example is based on an investment of $1,000 invested at the beginning of the period and held for the entire 
period from June 1, 2020 through November 30, 2020. 

Actual Expenses 
  

The “Actual” column in the table below provides information about actual account values and actual expenses.  You 
may use the information below, together with the amount you invested, to estimate the expenses that you paid over 
the period. Simply divide your account value by $1,000 (for example, an $8,600 account value divided by $1,000 = 
8.6), then multiply the result by the number in the table under the heading entitled “Expenses Paid During Period” 
to estimate the expenses you paid on your account during this period. 

Hypothetical Example for Comparison Purposes 
 

The “Hypothetical” column in the table below provides information about hypothetical account values and 
hypothetical expenses based on the Fund’s actual expense ratio and an assumed rate of return of 5% per year before 
expenses, which is not the Fund’s actual return.  The hypothetical account values and expenses may not be used to 
estimate the actual ending account balances or expenses you paid for the period. You may use this information to 
compare this 5% hypothetical example with the 5% hypothetical examples that appear in the shareholder reports of 
other funds. 
 
Please note that the expenses shown in the table are meant to highlight your ongoing costs only and do not reflect 
any transactional costs such as front-end or contingent deferred sales charges (loads).  Therefore, the table is useful 
in comparing ongoing costs only, and will not help you determine the relative total costs of owning different funds.  
In addition, if these transactional costs were included, your costs would have been higher. 
 

Class I

Fund's 
Annualized 

Expense Ratio

Beginning 
Account Value 

6/1/2020

Ending          
Account Value 

11/30/2020

Expenses           
Paid During 

Period*

Ending          
Account Value 

11/30/2020

Expenses           
Paid During 

Period*
Essential 40 Stock Fund 0.70% $1,000.00 $1,211.20 $3.88 $1,021.56 $3.55

Actual (5% return before expenses)
Hypothetical 

 
 
* Expenses are equal to the average account value over the period, multiplied by the Fund’s annualized expense ratio, 
multiplied by the number of days in the period June 1, 2020 through November 30, 2020 (183) divided by the 
number of days in the fiscal year (365).  
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The Trust, on behalf of the Fund, has adopted and implemented a written liquidity risk management program as 
required by Rule 22e-4 (the “Liquidity Rule”) under the 1940 Act.  The program is reasonably designed to assess and 
manage the Fund’s liquidity risk, taking into consideration, among other factors, the Fund’s investment strategy and 
the liquidity of its portfolio investments during normal and reasonably foreseeable stressed conditions; its short and 
long-term cash flow projections; and its cash holdings and access to other funding sources. 
 
During the fiscal period ended November 30, 2020, the Trust’s Liquidity Risk Management Program Committee (the 
“Committee”) reviewed the Fund’s investments and determined that the Fund held adequate levels of cash and highly 
liquid investments to meet shareholder redemption activities in accordance with applicable requirements. Accordingly, 
the Committee concluded that (i) the Fund’s liquidity risk management program is reasonably designed to prevent 
violations of the Liquidity Rule and (ii) the Fund’s liquidity risk management program has been effectively 
implemented. 
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Privacy Policy 
                                               Rev. May 2019 

FACTS 
WHAT DOES NORTHERN LIGHTS FUND TRUST II (“NLFT II”) DO WITH YOUR 
PERSONAL INFORMATION? 

Why? Financial companies choose how they share your personal information. Federal law gives 
consumers the right to limit some but not all sharing. Federal law also requires us to tell 
you how we collect, share, and protect your personal information. Please read this notice 
carefully to understand what we do. 

What? The types of personal information we collect and share depend on the product or service 
you have with us. This information can include: 

 Social Security number 
 Employment information 
 Account balances 

 Account transactions 
 Income 
 Investment experience 

When you are no longer our customer, we continue to share your information as 
described in this notice. 

How? All financial companies need to share a customer’s personal information to run their 
everyday business - to process transactions, maintain customer accounts, and report to 
credit bureaus. In the section below, we list the reasons financial companies can share 
their customer's personal information; the reasons NLFT II chooses to share; and whether 
you can limit this sharing. 

Reasons we can share your personal information 
Does NLFT II 

share? 
Can you limit 
this sharing? 

For our everyday business purposes -- 
such as to process your transactions, maintain your account(s), 
respond to court orders and legal investigations, or report to credit 
bureaus 

Yes No 

For our marketing purposes -- 
to offer our products and services to you 

Yes No 

For joint marketing with other financial companies Yes No 

For our affiliates’ everyday business purposes -- 
information about your transactions and experiences 

Yes No 

For our affiliates’ everyday business purposes -- 
information about your creditworthiness 

No We don't share 

For nonaffiliates to market to you No We don't share 

Questions? Call 1-402-493-4603 
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Who we are 

Who is providing this notice? Northern Lights Fund Trust II 

What we do 

How does NLFT II protect my personal 
information? 

To protect your personal information from unauthorized access and 
use, we use security measures that comply with federal law. These 
measures include computer safeguards and secured files and 
buildings.  

How does NLFT II collect my personal 
information? 

We collect your personal information, for example, when you 

 open an account 
 give us your income 

information 
 provide employment 

information 

 provide account 
information 

 give us your contact 
information 

We also collect your personal information from others, such as 
credit bureaus, affiliates, or other companies. 

Why can’t I limit all sharing? Federal law gives you the right to limit only 
 
 sharing for affiliates’ everyday business purposes—information 

about your creditworthiness 
 affiliates from using your information to market to you 
 sharing for nonaffiliates to market to you 
 
State laws and individual companies may give you additional rights 
to limit sharing. 
 

Definitions 
Affiliates Companies related by common ownership or control.  They can be 

financial and nonfinancial companies.   

 Northern Lights Fund Trust II has no affiliates. 
 

Nonaffiliates Companies not related by common ownership or control. They can 
be financial and nonfinancial companies.  
 
 NLFT II does not share with nonaffiliates so they can market to 

you. 
 

Joint marketing A formal agreement between nonaffiliated financial companies that 
together market financial products and services to you.  
 
 Our joint marketing partners include other financial service 

companies. 
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How to Obtain Proxy Voting Information 
Information regarding how the Fund votes proxies relating to portfolio securities during the most recent 
12-month period ending June 30th as well as a description of the policies and procedures that the Fund 
used to determine how to vote proxies is available without charge, upon request, by calling 1-844-767-
3863 or by referring to the Securities and Exchange Commission’s (“SEC”) website at 
http://www.sec.gov.  
 
How to Obtain 1st and 3rd Fiscal Quarter Portfolio Holdings 
The Fund files its complete schedule of portfolio holdings with the SEC for the first and third quarters of 
each fiscal year as an exhibit to its reports on Form N-PORT, within sixty days after the end of the 
period. Form N-PORT reports are available on the SEC’s website at http://www.sec.gov. The 
information on Form N-PORT is available without charge, upon request, by calling1-844-767-3863. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
Investment Adviser 
KKM Financial LLC 
141 W. Jackson Blvd, Suite 1711 
Chicago, IL 60604 

 
Administrator 
Gemini Fund Services, LLC 
4221 North 203rd street, Suite 100 
Elkhorn, NE 68022 
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