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Annandale Capital, LLC

Material Changes

Annandale Capital, LLC's most recent update to Radf Form ADV was made on
March 30, 2011. Since then, Annandale’s busireesivities have changed in two
material respects. First, Annandale has added thivd-party solicitors who market
Annandale to potential clients. See the ClienteRafs and Other Compensation section
below for further information on this change. Smtothe firm’s former President, Tom
Shirley, no longer works for Annandale. See FormVAPart 2B, the Brochure
Supplement, for a description of the supervisedges at Annandale. Because of these
material changes and the addition of other, lesgemah changes, Annandale
recommends that the brochure be read in its entiret
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Advisory Business

Annandale provides investment counsel to clientssalects investments and investment
managers for clients to meet each client’s investnobjectives and financial needs. It
focuses on advancing each client's distinct invesimobjectives through asset
allocation, manager selection, research, portfoiastomization and reporting.

Owner. Annandale’s primary owner, George E. Seay, dynided Annandale Capital,
LLC in 2005 and is the only person that owns mbent25% of the firm. He serves as
the Chief Executive Officer of Annandale. Mr. Sefpcuses on the strategic asset
allocation process, manager selection process, mesiness development and overall
leadership of the firm.

Types of Advisory Services. Annandale helps clients achieve their investnggrals
through recommending ways to distribute their inwvesnts across different asset classes,
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selecting fund managers in each class to manage thwestments, analyzing risk to try
and protect the portfolio against heavy losses, atffiefing overall advice regarding
which investment solutions work best for the cligien their need to convert their
assets to cash (“liquidity”). In some cases, il stocks and bonds are used instead
of or along with managers. As part of providingggatment management services,
Annandale also provides performance reporting tents. Ancillary services are
outsourced to firms that specialize in each padicservice so Annandale can focus on
providing investment advice.

Annandale does not limit its investment advice tdyoparticular investment types;
instead, it broadly advises clients on equitiesgdiincome, hedge funds, private equity,
commodities, real estate, and other asset classes.

Tailored Services. Because Annandale focuses its services on org areestment
management, it does not provide a large varietyeo¥ices to each client. At the same
time, Annandale does tailor its services to indmadclient needs by asking a series of
guestions that focus among other things on a diggdals, investment objectives, risk
tolerance, time horizon, cash needs, and tax gituat Through this dialogue with a
client, Annandale can then tailor its investmenprapch to meet a client's needs.
Additionally, some clients occasionally expressim@ssfor or against particular types of
assets, while other clients hire Annandale to ihiresnly certain asset classes. In these
cases, Annandale adjusts the recommended asseatalio to include client-specified
preferences within their investment mandate.

Participation in Wrap Fee Program. Annandale does not participate in wrap fee
programs.

Amount of Client Assets. As of 12/31/2011, Annandale manages $288,514¢00@
discretionary basis and $0 on a non-discretionasjsh

Fees and Compensation

Compensation and Fee ScheduleAnnandale receives compensation according to the
following Fee Schedule:

1) Total Investment Management Solutions- Clients who choose to invest in a
holistic investment allocation of equity, cash,efixincome, hedge funds, and/or
private equity should expect to pay a 1.15% anmaagement fee based on the
value of the assets at the beginning of each quarte

2) Annandale Partnerships— Clients who invest solely in Annandale Partngrshi
should expect to pay a 1.15% annual managemeriia®ed on the value of the
assets at the beginning of each quarter.

3) Customized Alternative Investment Solutions — Clients who select a
customized hedge fund portfolio should expect toy pa 1.25% annual
management fee based on the value of the asdatsla¢ginning of each quarter.
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Clients should expect to pay management fees aengtion fees. Since clients pay
fees quarterly in advance, Annandale divides theagament fee into quarters and bills
the client off of the client’s total assets undeanagement at the beginning of each
quarter. One client, though, has a special feangement in which he pays a
predetermined flat fee each quarter. In the eveat Annandale begins managing a
client’'s assets mid-quarter, it will calculate theanagement fee according to the fraction
of the quarter for which the assets are under ne&magt, rounded to the nearest month.
In addition to charging management fees, Annankiagethe right to charge a redemption
fee of up to 4% at the date a client redeems arddvawals funds. Client fees are
negotiable and therefore investment managementgoader, and redemption fees for
each client may vary from the schedule above.

Deduction of Fees.Clients have the option of selecting either teehtheir fees deducted
from their account assets automatically or to rexe bill for fees incurred that is
subsequently paid via check or wire transfer. BseaAnnandale bills in advance, the
withdrawal or billing occurs at the beginning otkajuarter, four times a year. Outside
of the four customary billing periods, any rederoptfees are paid when redemptions
occur throughout the year.

Additional Fees. Fees charged by Annandale cover only the pootimianagement and
advisory services provided by Annandale. The tlman expect to pay custodial fees
that may include brokerage commissions, mark-upsnaark-downs, dealer spreads, and
other costs associated with the purchase and $adecarities; interest on any loans;
taxes; or other account expenses. The clientledysgesponsible, directly or indirectly,
for these additional expenses should they be iadurr Further, the mutual fund
managers, separate account managers, hedge furabensnprivate equity managers,
and all other investment managers who manage slie@sisets customarily charge a
management fee for their services. While no aoldi#i payments are required for
manager fees, these manager fees are netted die ahvestment returns that the
manager generates for the client. Please see tbkeidige Practices section of this
brochure for additional information regarding brodge and other transaction costs.

Billing and Refunding Fees upon Termination. Because all clients pay fees quarterly
in advance, clients can expect to receive back meda management fees upon
termination. Either the client or Annandale magmi@ate services with 30 days prior
written notice. If the termination of services ocz prior to the end of a quarter, the
client will receive a prorated refund of managemtsds paid for services unearned
rounded to the nearest month. Annandale deterntieesefunded amount by the number
of months of unearned management fees and basas ihe date after which the

investments are ultimately moved to an alternateésad or are liquidated and distributed
to the client.

No Compensation for Selling Products. Annandale receives no compensation for the
sale or purchase of securities or any other invesstrproducts.
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Performance-Based Fees and Side-by-Side Management

Annandale has an agreement with five qualifiedn¢ien which Annandale will receive a
performance fee. These five clients have an imvest in Annandale Partners PEI, LP, a
private equity partnership. This agreement comsphigh the requirements of Rule 205-3
promulgated under the Investment Advisers Act o4QL9 The partnership is a private
fund, was established to invest in one privatetgduind, and was not designed to accept
new partners after the initial capitalization. §pecial arrangement is specific to only
these five clients.

By having a performance-based management fee, Alatamcknowledges an inherent
conflict of interest whereby the firm could takeduwe amounts of risk for these clients to
generate a higher rate of return in order to thigfee investment management
performance fee. However, due to the nature ofahe-time, long-term investment
commitment, which does not allow for adjustmentghe asset allocation, Annandale
does not feel this potential conflict of interesadis it to take undue risk in this private
fund.

Other than for this unique arrangement, Annandallenat receive compensation based
on a share of the capital gains or any performaet@ns of underlying investments.
While Annandale’s Hedge Fund-of-Funds PartnersigpeAments allow for performance
fees to be charged in its other Partnerships, Adalarhas not charged a performance fee
in the past and has no imminent plans to chargafanmance fee in the future.

Types of Clients

Annandale provides investment advice to individutmily offices, profit sharing plans,
trusts, estates, charitable organizations, androtbeporations and business entities
outside of these categories. Annandale’s statednmuim account size is $5,000,000;
however, it may waive this minimum at its discratibecause Annandale values the
quality of its clients as much or more than the sikaccounts.

Methods of Analysis, Investment Strategies and Riséf Loss

Methods of Analysis and Investment Strategies.Annandale’s primary service is to

provide investment advice to its clients. As pdrthis service, Annandale performs due
diligence on and invests in outside managers odigats’ behalves. For a small subset
of clients, Annandale also may pick individual $®cand bonds. For all outside

managers Annandale conducts bottoms-up fundamesgehrch. Annandale divides its
fundamental research into three areas: quantitajivaitative, and operational.

Quantitative analysis consists of analyzing a mariagpast performance. Generally

speaking, Annandale seeks managers who have pedostnongly on a stand-alone
basis, relative to competitors, and relative tdipalar benchmarks.
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Qualitative analysis consists of analyzing facttitat are not directly measurable or
guantifiable. In Annandale’s qualitative analysit @ manager it makes judgments
regarding the strength of a manager's researchepso@nd philosophy, incentive
structure, risk management process, and experience.

Operational analysis varies depending upon the wpénvestment entity in which
Annandale is considering investing client capitébr most entity types, Annandale
analyzes the terms (liquidity and fees) of the ngans For private investment vehicles,
like most hedge funds, Annandale performs additiom@erational analysis, which
focuses on past legal and regulatory actions, tteagth of the underlying business, and
the use of outside service providers.

Clients should note that investing in securitiegolmes the risk of loss, which clients
should be prepared to bear. Investing with outsidmey managers that Annandale
utilizes includes the following specific, inhereigks:

Underlying Investment Risk. When Annandale invests with outside investment
managers, clients assume all of the risks relaigtidir underlying investment holdings,
strategies, and methods of analysis. Clients &@e exposed to risks regarding the
financial and operational strength of an investrmahager’s business as well as the risk
of the manager engaging in insider trading.

Risk with Analysis Performed. Annandale’s method of analysis poses three gkenera
risks: making an investment decision based on urate or fraudulent information,
making an investment decision based on incompletenaccurate due diligence, or
making an investment decision based on completeaandrate due diligence that still
results in poor investment performance. By investivith Annandale, clients expose
themselves to these risks.

Risk with Concentration. Client accounts may hold a relatively small nhumbé
securities. Losses in such securities could hagggmificant effect on the account’s
overall value.

Risk with Equity Securities. By investing in equities, Annandale may expossient
account to a sudden decline in value. Equity itmests can be volatile and the account
value will fluctuate daily based on the future éags of the underlying companies and
the real or perceived overall health of the ovenadirket and economy. Additionally,
small-cap companies are often considered moreilokatd less liquid investments due
to limited product lines, distribution channelsyancing, or managerial resources. Also,
international and emerging market equities tendetiskier investments due to political
instability, the lack of established currency, ek of a uniform accounting standard, or
a legal tradition that often minimizes the rightgrivate property.

Risk with Fixed Income Securities. By investing in fixed income instruments (bonds),

Annandale may expose a client to the risk of thestment losing value when interest
rates rise. Also with fixed income investment® Halue of the security may fall if the
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overall creditworthiness of the issuer is calletbiguestion, sometimes resulting from
overall market or credit deterioration. High-yidinds tend to exhibit the greatest
volatility and risk of loss due to the creditworthss and perceived susceptibility of the
issuer not being able to make principal or intepegtments. Additionally, fixed income
instruments have duration risk, with longer-terncusties generally being more
susceptible to price movements than shorter-teourgees.

Risk with Commodities. By investing in commodities, Annandale may expasgient

to the risk of significant price declines. Comntadi tend to have significant volatility
resulting from changes in the commodity indicedura disasters (tornadoes, droughts,
floods, hurricanes, disease, etc), embargos,sadffd political and regulatory changes.

Additional Risks of Private Investments. Annandale often utilizes private investments
in its allocation to private equity and hedge funahich presents certain risks. One of
the largest risks is stale or delayed pricing c# #Hecurities contained in a private
investment. Some hedge funds and private equitgstments hold assets that are not
publicly traded and are more difficult to valueTherefore the securities take longer to
price resulting in some delay on the price or NA\e( Asset Value) of the private
investment. The price could be higher than fairkeavalue, though the risk of this
occurrence is somewhat mitigated by the privateestment’s issuing annual audited
financial statements.

Additional Risks of Hedge Fund Investments. Because Annandale recommends to
some of its clients an allocation to hedge funcestinents, a client should understand the
risks involved with such investments. One sigaificrisk for hedge fund investments is
the risk of not being able to get adequate liqyidit the time of redemption. In difficult
periods of time, such as 2008, hedge funds canmeet @l of the redemption requests
that come in and thus have a “run on the bank.thése situations, hedge funds establish
gates or side-pockets that allow for capital toréteirned in an orderly manner. These
gates and side-pockets often extend redemptiordatdge so the capital takes longer to
get returned than planned. Additionally, when fdekets are created, securities are
often more difficult to price, causing the previugrovided NAV to become outdated
or stale.

An additional risk of significant losses within tggd funds relates to the securities a
hedge fund manager can trade and how the fund camage the money under its

authority. Many of the hedge funds recommendedibgandale can engage in short-
selling, which theoretically creates the potenfml an unlimited loss. Some of the

investment managers Annandale recommends caneuldizrage or invest in esoteric

securities that carry inherent leverage like CR@Jres, options, and swaps. Also, some
hedge funds have concentrated positions in unaeylyivestments, which increases the
risk of significant losses.

Due to the lack of regulation and opaque natuth@hedge fund structure, an additional

risk for clients to be aware of is the possibilit misrepresentation, the mispricing of
securities, or outright securities fraud. Annaerdas developed due diligence processes
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on hedge funds with which it invests as well asrtiervice providers (accountants, law
firms, prime brokers, and administrators) to miraenthis risk inherent with hedge funds,
but it cannot totally eliminate all forms of risk foaud.

Additional Risks of Private Equity Investments. Because the firm recommends to
some of its clients an investment allocation tovgie equity investments, clients should
understand the risks involved with such investmeiisvate equity investments are very
illiquid long-term investments that often requiren@animum of a five- to ten-year
investment horizon where capital is called gragualer time until the cumulative
capital commitment is completed. In cases wherentd have unexpected liquidity
needs, clients may have difficulty getting capdat of these investments or selling them
on a secondary market. Thus, these long-termterinaestments create liquidity risks.

Additionally, private equity investments often hameestment returns that don’t perform
well in the early years of the fund when capitagibs to be called and put to work. This
is sometimes referred to as the “J- Curve,” whereafe equity funds deliver negative
returns in early years and have stronger investrgains in the outlying years as the
portfolios of the underlying companies mature. sTisk combined with the liquidity risk

reinforces the need for a long-term investment wmdor client investments in private

equity.

For additional risks associated with its Partngrshiplease refer to the respective
Annandale Partnership’s Offering Memorandum.

Disciplinary Information

Neither Annandale nor any of its management perbasd®een involved in any of the
legal or disciplinary events below.

In a criminal or civil action in a domestic, foraigor military court of competent
jurisdiction, neither Annandale nor any of its mg@@ent persons

* has been convicted of, or pled guilty or nolo cadere (“no contest”) to (a) any
felony; (b) a misdemeanor that involved investmemtsan investment-related
business, fraud, false statements or omissionsngfub taking of property,
bribery, perjury, forgery, counterfeiting, or exion; or (c) a conspiracy to
commit any of these offenses;

* is the named subject of a pending criminal progagdihat involves an
investment-related business, fraud, false statesr@mmdmissions, wrongful taking
of property, bribery, perjury, forgery, counterfieg, extortion, or a conspiracy to
commit any of these offenses;

» was found to have been involved in a violation mfravzestment-related statute or
regulation; or

» was the subject of any order, judgment, or decr@nanently or temporarily
enjoining, or otherwise limiting, Annandale or a magement person from
engaging in any investment-related activity, omifr@iolating any investment-
related statute, rule, or order.
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Further, in an administrative proceeding before $t€C or any other federal, state, or
foreign financial regulatory authority, neither Aamdale nor any of its management
persons
» was found to have caused an investment-relatechésssito lose its authorization
to do business; or
» was found to have been involved in a violation mfravzestment-related statute or
regulation and was the subject of an order by gemey or authority
o denying, suspending, or revoking the authorizattdbnAnnandale or a
management person to act in an investment-relatehéss;
o barring or suspending Annandale’s or a managemansbp's association
with an investment-related business;
0 otherwise significantly limiting Annandale’s or aamagement person's
investment-related activities; or
0 imposing a civil money penalty of more than $2,500Annandale or a
management person.

Lastly, in a self-regulatory organization proceegglimeither Annandale nor any of its
managements persons
* was found to have caused an investment-relatedhéssito lose its authorization
to do business; or
» was found to have been involved in a violationled SRO’s rules and was: (i)
barred or suspended from membership or from adsmtiith other members, or
was expelled from membership; (ii) otherwise sigaiftly limited from
investment-related activities; or (i) fined mdrean $2,500.

Other Financial Industry Activities and Affiliation s

No Registered Broker-Dealers. Neither Annandale nor any of its management perso
is a registered broker-dealer. Further, the comy@en its management persons have no
applications pending to register as broker-deaees representatives of one.

Further Lack of Registrations. Neither Annandale nor any of its management perso
is registered, nor has an application pending ¢ester, as any of the following: a futures
commission merchant, a commodity pool operatorpmmodity trading advisor, or an
associated person of the foregoing entities.

No Material Arrangements or Relationships. Annandale has no material relationships
or arrangements with any of the following:
» broker-dealer, municipal securities dealer, or gowent securities dealer or
broker,
* investment company or other pooled investment Vehic
» other investment adviser or financial planner,
» futures commission merchant, commodity pool operato commodity trading
advisor,
* banking or thrift institution,
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* accountant or accounting firm,
» lawyer or law firm,

* insurance company or agency,
* pension consultant, OR

» real estate broker or dealer

Sponsor or Syndicator of Limited Partnerships. Annandale is the sole member of
Annandale Capital Partners LLC. Annandale Capitatners LLC is the General Partner
of the following Partnerships that invest in othedge funds or private equity funds:

* Annandale Partners, LP

* Annandale Partners II, LP

* Annandale Global Select Strategies Fund LP

* Annandale Partners PEI, LP

Outside of the investment management fee earnedcaromissions are paid to
Annandale or related party for the investment @frtlfunds into the Partnerships.

Lack of Compensation from Investment Advisers. Annandale receives no
compensation from other investment advisers, wikiebps the firm from conflicts of
interest in this area. Clients can expect thatatieice they receive is given from a
fiduciary standpoint with their best interest inniohi

Code of Ethics, Participation or Interest in Client Transactions
and Personal Trading

Description of Code of Ethics. Annandale maintains a written Code of Ethics and
compliance program to which all employees and jgads of the firm must adhere. The
goal of the Code of Ethics is to create proper @doces and processes that attempt to
eliminate any unlawful activities, unethical praes, or decision-making detrimental to a
client. The Code of Ethics focuses among othergthon the following areas:

» standards of business conduct
insider trading
confidentiality and privacy of client information
outside interests and activities
gifts and entertainment
reporting violations (whistle-blowing)

Annandale has designated Craig Wenning, a PrincgsaChief Compliance Officer. A
copy of the Annandale’s Code of Ethics will be pdad to any client or prospect upon
request.

Potential Conflicts of Interest. Annandale frequently recommends one of its
Partnerships to clients for the alternatives partbthe client’s asset allocation. Because
one of its related parties (Annandale Capital Rasth.LC) is the General Partner of its

Partnerships, it has a material financial inteneghe success of the Partnerships. This
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relationship presents a potential conflict of ietr Annandale addresses this potential
conflict of interest by not having any additionalérs of fees for the General Partner
outside of the investment management fee chargedinbgndale. For clients who hold
other investments outside of the Partnership, Adak's setting the investment
management fee the same as other investments alesithe conflict of interest to steer
clients capital towards this investment over anothe

In addition to the potential conflict of interegtlated to recommending investments of
the General Partner, clients may perceive a cardfimterest in the nature and timing of
security purchases by Annandale’s employees amedtsli In order to align employee
interests with those of clients, Annandale encoesais employees to hold similar
securities to its clients. Consequently, there rbaytimes in which an employee
purchases a security at or around the same tinlierd buys or sells the same security,
possibly affecting the price of the security. Yetause this event primarily involves the
purchase or sale of mutual funds (which are prigethe end of the day based on the
underlying securities independent of purchasesal@sf the fund), an employee would
not receive favorable pricing nor benefit from therchase or sale. To prevent any
conflict of interest, Annandale’s Code of Ethicstans specific policies and procedures
to prevent employees from benefiting in any wayrfrpurchasing the same securities as
clients hold. In no case may an Annandale emplogeeive preferential pricing, terms,
execution, or any other benefit for holding a segur

Annandale’s policy is to not buy securities fronmsetl securities to its clients.

Brokerage Practices

Criteria in Selecting Broker-Dealers. In determining the recommended
broker/custodian(s) to use, Annandale makes thesidacbased on factors such as the
speed and cost of execution (such as commissiosadpand market impact); the skill in
executing the trade in an efficient and error-freanner; the ease of transaction with
regards to confirmation, reporting, and interfagehvack-office systems; the ability to
access mutual funds and managers on the platfemmilidrity of Annandale’s staff with
the operating procedures; the quality and effentgs of the service team; and the
financial strength and staying power of the insititu as a whole.Commission rates and
other fees paid for execution services from bradesiers are based upon agreed-upon
rate schedules negotiated with applicable custsdiandetermining the reasonableness
of commissions, Annandale utilizes industry staddar

Brokerage Firm Provides Research at No Cost. Research is used for providing

counsel to all of Annandale's clients. Either Arthle performs original research or

receives research from outside sources. In son@nicess of outside research, Annandale
purchases it; in other cases, Annandale receivas o cost. One source of outside
research that provides it at no cost is the primagker-custodian recommended by
Annandale, which creates an inherent conflict dlerest. The research may be
proprietary research (created or developed by tbleelb-dealer) and may also be research
done by a third party. This conflict of interestutd cause Annandale to recommend a
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broker-dealer based on the research received rdl@r clients’ interest in most
favorable execution because Annandale receivelsehefit of not having to purchase the
research. However, because the research recaveat contingent upon sending client
custodial/brokerage services to a particular bragerfirm, Annandale feels comfortable
that the conflict of interest is mitigated. AlsAnnandale periodically reviews its
recommended broker-dealer execution data to ernbatéats clients are getting fair and
reasonable execution on its securities transactions

Brokerage Firm Provides Education at a Reduced Costr No Cost. In addition to
providing research at no cost, Annandale’s brokeréign also offers occasional
educational seminars for its advisors. These ressuare designed to help Annandale
serve its clients more effectively by making its ppoyees aware of changes in the
industry. Some of these educational seminars wre &nd others are paid for by
Annandale. Although these opportunities may cragtetential conflict of interest since
they may influence Annandale to choose this bralerrm in part because of these
resources, Annandale believes that the confliohtefest is largely mitigated because the
knowledge acquired by Annandale at these semintdimately benefits its clients.
Because these seminars’ content can range fronrajeespecific, some clients may
benefit slightly more than others from the knowledgnined by Annandale from these
seminars. Yet the possible minor advantage thatsdients have over others based on
the content is difficult to quantify, and Annandalees not see it as a determining factor
in choosing its brokerage firm. Thus, despite gbssibility of choosing the firm based
on the availability of these resources, Annandalesdhot consider it a material conflict
of interest.

Brokerage for Client Referrals. Annandale does not receive referrals from a broke
dealer or third party. Therefore the firm has efemral-based incentive to provide a
recommendation that is a conflict of interest with client's most favorable execution.

Adviser’'s Freedom to Recommend Broker-Dealers.Annandale is not limited in its

recommendation of brokers and dealers, nor isntitdd to a specified level of

commissions. Annandale may at times utilize othstalint brokers or some full service
brokers to execute trades at rates equal to orehittan those charged by its primary
broker. Annandale will not recommend products whekers are earning commissions
higher than the industry standard unless, in thei@ap of Annandale, the merits of the
investment warrant such excess.

Adviser’s Likely Use of Schwab as Broker-Dealer.Annandale typically recommends

that clients establish brokerage accounts withStlewab Advisor Services division of

Charles Schwab & Co., Inc. (“Schwab”), a FINRA stgred broker-dealer, member
SIPC, to maintain custody of clients' assets ancffect trades for their accounts.

Although Annandale may recommend that clients distalaccounts at Schwab, it is the
client’s decision to custody assets with Schwahroalternate broker-dealer. Annandale
is independently owned and operated and not aéfdiavith Schwab in any way.
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Schwab provides Annandale with access to its utgtital trading and custody services,
which are typically not available to Schwab retailestors. These services generally are
available to independent investment advisors oarsolicited basis, at no charge to them
so long as at least $10 million of the advisorientt' assets are maintained in accounts at
Schwab. These services are not contingent upon glat@’s committing to Schwab any
specific amount of assets in custody or trading ragssions. Schwab's services include
the execution of securities transactions, custoggarch, and access to mutual funds and
other investments that are otherwise generallyl@vai only to institutional investors or
would require a significantly higher minimum initiavestment.

For Annandale's client accounts maintained in utstady, Schwab generally does not
charge separately for custody but is compensatedabgount holders through
commissions, wire transfer fees, or other transaetelated fees for securities trades that
are executed through Schwab or that settle intov8laccounts.

Schwab also makes available to Annandale otherugtsdand services that benefit
Annandale but may not benefit its clients' accouintsctly. Some of these other products
and services assist Annandale in managing and &tering clients' accounts. They
include software and other technology that proxadeess to client account data (such as
trade confirmations and account statements); fatalitrade execution (and allocation of
aggregated trade orders for multiple client acceynprovide research, pricing
information and other market data; facilitate pagie Annandale's fees from its clients'
accounts; and assist with back-office functionsprdkeeping and client reporting. Many
of these services generally may be used to seovibenefit all or a substantial number of
Annandale's accounts, including accounts not miaiedsat Schwab.

As described above, Schwab also offers other s=s\tic Annandale that are intended to
help Annandale manage and further develop its kssienterprise. These services may
include consulting, training, publications and @ehces on such topics as practice
management, business succession, information tegpno regulatory compliance,
marketing, and human resource management. In addfichwab may make available,
arrange or pay for these types of services rendereshnandale by independent third
parties. Schwab may discount or waive fees thaftitld otherwise charge for some of
these services or pay all or a part of the fees thfird-party providing these services to
Annandale.

While as a fiduciary, Annandale strives to acttgdlients' best interests, Annandale's
recommendation that clients maintain their asse&chwab may be based in part on the
benefit to Annandale of the availability of sometlé foregoing products and services
and not solely on the nature, cost or quality & tustody and brokerage services
provided by Schwab, which may create a potentiaflb of interest.

This policy, Annandale’s recommending the use otdain broker-dealer, differs from

some other advisers. The practice of suggestingker-custodian may prevent clients
from achieving the most favorable execution of dlig¢ransactions, which may cost
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clients more money. Despite this possibility, Andale seeks to use brokerage firms
that best serve its clients’ needs.

Client's Option to Direct Brokerage. Annandale permits clients to direct brokerage
though typically discourages them from doing sche Tise of a broker-dealer different
from other clients may prevent Annandale from beibfe to achieve the most favorable
execution of client transactions, costing the dliewore money. For example, in a
directed brokerage account, the client may pay drigitokerage commissions or may
receive less favorable prices.

Aggregating the Purchase or Sale of SecuritiesAnnandale does not aggregate orders
for the purchase or sale of securities for cliemnandale avoids the practice because
the firm focuses not on picking individual stockd imstead on employing a manager-of-
manager approach where it selects among othersthimgual funds, hedge funds, or
separate account managers to pick the underlyiogriies. Additionally, the tailored
nature of clients’ allocations and the timing o€lealient’s inflows and outflows hamper
Annandale’s ability to aggregate orders. In tmeited circumstances when Annandale
could aggregate orders, clients could incur higheskerage costs as a result of
Annandale’s not doing so.

Review of Accounts

Periodic Review of Client Accounts. Annandale reviews all client accounts at least
once a quarter. The Operations Analyst that oesrgach account conducts a review
each month of cash flows and investment returngsedisas an asset class level review of
the portfolio allocation. Additionally, the ReselarAnalyst that is assigned to each
account will compare the asset allocation to thrgetaallocation to determine if any
changes or rebalancing should occur. This prosesgerseen by the Director of Global
Investment Management and the Chief Compliancec@ffi

Content and Frequency of Reports. In addition to the monthly reports from their
custodian, Annandale clients receive written report at least a quarterly basis. For a
smaller subset of clients, Annandale provides mgnthritten reports to clients.
Annandale’s reports to clients contain three maatgs of information. The first piece
provides an overview of performance with a begigrasset value, an ending asset value,
the amount of investment gain, and a percentagenreturing that time period. The
second piece provides an overview of the assetadltin broken down by the percentage
allocated to each asset class. The third pieceige® the investment performance of
each security as well as a detailed break-downcti¥ity in each security, including
additions, purchases, withdrawals, sales, incompereses, realized gains/losses, and
unrealized gains/losses. Annandale periodicalbk$ofor more optimal ways to present
the reports; therefore the content of the repartdccchange in the future.
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Client Referrals and Other Compensation

Annandale is not involved in any relationships imieth a non-client provides an
economic benefit to Annandale for providing invesitin advice or other advisory
services.

Annandale directly compensates two outside pafbieslient referrals. These two third-
party solicitors market Annandale to prospectiverts and have signed an agreement
under an arrangement in which they receive a pt&genof the ongoing quarterly
investment management fee. Among other thingsatteements with these solicitors
require the solicitor to disclose the fee it isdotn each new client it refers to Annandale.
While there is no plan to add additional solicifosnnandale may seek to enter
additional such relationships with unaffiliatedigas in the future.

Custody

Client assets are held in custody by unaffiliatedlifjed custodians, broker-dealers, or
banks, but Annandale can access client funds thrasgability to auto-debit advisory
fees. For this reason, Annandale is considerdthte custody of client assets. Clients
will receive at least quarterly account statemédrdm their custodian. Clients should
carefully review those statements. Due to the fiaat Annandale also sends reports to
clients, Annandale strongly recommends that clieatsew the custodian’s statements
carefully and urges its clients to compare therArioandale’s reports.

Due to the fact that Annandale Capital Partners LisGhe General Partner of its

Annandale Partnerships, Annandale also is considerbave custody of assets invested
in its Partnerships. Most Limited Partners willt n@ceive statements from their

custodian but instead the Partnerships will undemgoannual audit. The audited

financial statements will be prepared in accordanith generally accepted accounting
principles and will be distributed to each Limiteédrtner upon completion of the audit.

Investment Discretion

Adviser’s Discretion to Determine Investments. Annandale does have discretionary
authority to manage securities accounts on belfatflients. Annandale's Investment
Advisory Agreement, which spells out the terms e tadvisory relationship between
Annandale and the client, gives Annandale broadrelimn and authority to determine
the type and amounts of the investments to be Hoogisold on the client's behalf.
Annandale does not assume discretion over thetdli@mvestment until Annandale’s
Investment Advisory Agreement is signed. Clientgely place limitations on
Annandale’s discretionary authority.
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Voting Client Securities

Annandale does not have authority to vote clientisges due to the client not providing
this authority in the Investment Advisory Agreemeitt some cases clients receive their
proxies directly from the custodian, and in oth&ses they are sent from Annandale.

Clients are able to contact Annandale during bsingours about a particular proxy
voting matter by calling their respective accourdnager. Alternatively, they may
contact Annandale by calling (214) 523-5000 or ima#ing info@annandalecap.com

Financial Information

Annandale does not require or solicit prepaymenhofe than $1,200 in fees per client,
six months or more in advance. Therefore, findrst@tements are not included.

Annandale has no financial conditions that areaeally likely to impair its ability to
meet contractual commitments to clients.
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