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This brochure provides information about the qualifications and business practices of Paladin Capital
Management, LLC (“Adviser”). If you have any questions about the content of this brochure, please contact
us at (202) 293-5590 or at mmaloney@paladincapgroup.com. The information in this brochure has not been
approved or verified by the U.S. Securities and Exchange Commission (“SEC”) or by any state securities
authority. Additional information about Adviser also is available on the SEC’s website at
www.adyviserinfo.sec.gov.
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Description of Material Changes Since Last Annual Amendment

Since the last annual update to Adviser’s brochure as filed with the SEC on March 28, 2014, there
have been no material changes to the information provided in this brochure. In the future, when
Adviser amends its brochure for its annual update and the amended version contains any material
changes from the last annual update, Adviser will identify and describe those changes either on
this page or in a separate document accompanying this brochure.

A. Advisory Firm

Adviser is a Delaware limited liability company that commenced operation on March 30, 2001.
Adpviser is a subsidiary of 2001 Penn Ave. Investments, LLC, which is owned and controlled by
Michael R. Steed. Mr. Steed is also the president and managing partner of Adviser.

B. Specialization

Adpviser generally provides investment advice on a wide variety of U.S. and foreign investment
products, including privately placed securities, but does not hold itself out as specializing in any
particular type of investment advisory service.

C. Advisory Services

Adviser provides investment advisory services with respect to private pooled investment vehicles
and related parallel investment funds (each, a “Fund”). Adviser will manage each Fund based on
the investment objectives and investment restrictions set forth in the investment management
agreement to which Adviser is a party and in any other written materials furnished from time to
time by the Fund to the Investment Manager.

D. Wrap Fee Programs

Not applicable.

E. Assets Under Management (as of December 31, 2014)
Discretionary: $600,898,427

Non-Discretionary: $0

A. Types of Fees

Under Adviser’s investment management agreement with each Fund, Adviser will generally
receive an annual management fee of up to two percent (2%) of the capital commitment of each
Fund investor from the initial closing of the Fund through the end of the Fund’s commitment
period and, thereafter, up to two percent (2%) of the net invested capital of each Fund investor.
Adviser, in its discretion, may waive or reduce the management fee as to all or any of the
investors in the Fund or agree with an investor to waive or alter the management fee as to that
investor.

Under each Fund’s governing agreement or charter documents, as applicable, Adviser generally
will also receive a 20% carried interest distribution upon the disposition of any portfolio
investment of the Fund based on the net cash proceeds attributable to such disposition. Adviser,
in its discretion, may waive or reduce the carried interest distribution as to all or any of the
investors in the Fund or agree with an investor to waive or alter the carried interest distribution as
to that investor.

Adviser may in certain instances serve as a non-discretionary investment sub-adviser to pooled
investment vehicles. Under this arrangement, Adviser monitors certain venture capital portfolio
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holdings for the investment adviser. For these services, Paladin is paid a fixed fee which is
negotiable.

B. Payment Method. The management fee generally will be paid by each Fund quarterly in
advance by a drawdown on each investor’s capital commitment to the Fund. The carried interest
distribution for each Fund generally is paid out as a distribution of the net cash proceeds
attributable to a disposition of a portfolio investment of the Fund as soon as reasonably
practicable after such disposition.

C. Costs and Expenses. Subject to any expense limitation set forth in the governing agreement,
each Fund bears all expenses of its organization and operation, expenses incurred in the purchase
and sale of investments, and accounting fees, as determined by Adviser. Such expenses include
but are not limited to: (i) legal, auditing, consulting, financing and accounting fees and expenses
of the Fund; (ii) expenses associated with the Fund’s financial statements, reports to Fund
investors and tax returns; (iii) out-of-pocket expenses and other expenses incurred in connection
with the operation of the Fund under the laws of the jurisdiction in which it is organized; (iv) out-
of-pocket expenses of transactions not consummated; (v) expenses of appraisers and consultants;
(vi) expenses of litigation and indemnification; (vii) insurance premiums; (viii) expenses of
advisory committee meetings and meetings of the Fund investors; (ix) other expenses associated
with the acquisition, holding and disposition of the Fund’s portfolio investments including
extraordinary expenses; and (x) any taxes, fees or other governmental charges levied against the
Fund. Fund investors may also indirectly bear a portion of any fees or expenses charged by any
other investment vehicles or funds in which the Fund invests or other investment managers to
which Adviser allocates a portion of Fund assets. Adviser may, at its discretion, choose to pay or
reimburse the Fund for all or any portion of such expenses. For additional information regarding
brokerage and execution fees, see Item 12 below.

From time to time, Adviser or its affiliates may receive breakup fees, transaction fees,
commitment fees, closing fees, director fees, monitoring fees or similar fees from portfolio
companies in which the Funds invest. In addition, such portfolio companies may agree to
reimburse Adviser for its expenses incurred in evaluating and/or consummating an investment of
a Fund. In certain instances, a negotiated portion of these sums, net of related expenses, may be
credited against the management fees payable to Adviser by the Fund investors.

D. Refunds. Not applicable.

E. Sales Compensation. Adviser will not receive sales commissions in connection with sales of
interests in a Fund.

Adviser receives performance-based compensation in the form of carried interest distributions
from each Fund that it manages. Fees based on performance will only be charged in accordance
with the provisions of Rule 205-3 under the Investment Advisers Act of 1940, as amended.
Performance-based compensation may create an incentive for Adviser to cause a Fund to make
investments that are riskier than it would otherwise make.

In the event that some Funds to which Adviser provides investment advisory services are charged
a performance-based compensation but not others, a conflict may arise where Adviser has an
incentive to treat some Funds preferentially as compared to others because those Funds pay a
performance-based compensation or because Adviser or one of its portfolio managers or affiliates
has an interest in the Fund. Adviser has adopted a policy to allocate portfolio transactions and
investment opportunities across multiple Funds on a fair and equitable basis over time. All
eligible Funds that can participate in a transaction share the same price on a pro rata allocation
basis in an attempt to mitigate any conflict of interest. Investment opportunities are allocated
among similarly managed Funds to maintain consistency of portfolio strategy, taking into account
cash availability, investment restrictions and guidelines, and portfolio composition.
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Item 7 Adviser organized and serves as investment manager to the following Funds: Paladin Capital
Partners Fund, L.P., the Paladin Homeland Security Fund group of Funds, the Paladin III group of

Types of Clients | Funds, Paladin Global Alternative Energy Fund, L.P., Paladin Institutional Co-Investment Fund,
L.P., and Paladin Strategic Co-Investment Fund, L.P. Each Fund in a group of Funds is organized
in a different U.S. or foreign jurisdiction, but has the same investment objective as the other
Funds in the group.
Adpviser generally requires investors in a Fund to make a minimum initial capital commitment of
at least $5,000,000 in the Fund. Investors generally must be “accredited investors” under
Regulation D who are also “qualified purchasers” under Section 2(a)(51)(A) of the Investment
Company Act of 1940, as amended. Adviser generally requires Fund investors to make
representations concerning their financial sophistication and ability to bear the risk of loss of their
entire investment in the Fund. The minimum capital commitment and investor requirements may
be waived by Adviser in its sole discretion.

Item 8 A. Methods of Analysis and Investment Strategies

Methods of Investment Analysis. Investments for each Fund are identified, evaluated and structured by the

Analysis, Adviser. Adviser primarily conducts research on portfolio investments of a Fund based on (i)

Investment reviews of private corporate documents (including business plans, financial records and

Strategies and projections), legal documents and customer agreements, and industry research and reviews; (ii)

Risk of Loss interviews with key officers, customers, suppliers and competitors; and (iii) site visits to each

portfolio company to examine its operations, technologies, products and market opportunities. In
certain instances, Adviser also retains outside consultants and advisors having special expertise in
relevant fields. Adviser compiles the foregoing information and employs a variety of financial
analysis tools and methodologies in valuing and evaluating potential investments. Following an
investment by the Fund, Adviser will continue to monitor the progress and suitability of portfolio
investments as well as market and economic outlook.

Investment in securities involves risk of loss that investors in a Fund must be prepared to bear.

Investment Strategies. The investment strategy of the Funds is to generate superior long-term
capital appreciation, typically through privately negotiated equity and equity-related transactions
in private and, in certain cases, public companies. The Paladin Homeland Security Fund group of
Funds and the Paladin IIT group of Funds invest primarily in enterprises whose principal business
centers on products and services that address homeland security issues and needs. The investment
strategy for each Fund is more particularly described in the Fund’s confidential offering
memorandum (the “Memorandum™). Prospective investors should carefully read the Fund’s
Memorandum and consult with their own counsel and advisers as to all matters concerning an
investment in the Fund.

B. Investment Strategy Risks

Acquiring interests in the Fund is intended for sophisticated investors who can accept a high
degree of risk in their portfolio, do not need regular current income from their investment with
Adviser and can accept a potential loss of their entire investment. Investment risks specific to the
investment strategy of each Fund are described in the Memorandum of the Fund. Such risks may
include (but are not limited to):

e  Portfolio Concentration. A Fund may hold a relatively small number of securities.
Losses incurred in such securities could have a disproportionate effect on the Fund’s
overall financial condition.

e Competition for Portfolio Investments. ldentifying, completing and realizing attractive
private equity investments is highly competitive, and involves a high degree of
uncertainty. There can be no assurance that Adviser will be able to locate, consummate
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and exit investments that satisfy a Fund’s investment objectives or realize upon their
values or be able to invest fully a Fund’s committed capital.

llliquid Investments. Return of capital and the realization of gains, if any, from the
portfolio investments of a Fund generally will occur only upon the partial or complete
disposition of a portfolio investment which may not occur for a number of years after the
portfolio investment is made. It is unlikely that there will be a public market for the
securities held by a Fund at the time of their acquisition.

Portfolio Management. The performance of a Fund depends on the skill of Adviser and
its portfolio manager(s) in making appropriate investment decisions.

Leverage. A Fund may invest in portfolio companies whose capital structures may have
significant leverage. The use of leverage is a speculative technique that involves special
risk considerations. To the extent a portfolio company in which a Fund invests is
leveraged, its leveraged capital structure will increase the exposure of the company to
adverse economic factors such as rising interest rates, downturns in the economy or
deteriorations in the condition of the company or its industry sector.

Non-Controlling Interests. Although Adviser will seek appropriate shareholder rights to
protect each Fund’s interests, a Fund may hold a non-controlling interest in certain
portfolio companies and, therefore, may have a limited ability to protect its position in
such companies.

Foreign Securities. Foreign investments tend to be more volatile than U.S. securities, and
are subject to risks that are not typically associated with U.S. securities. For example,
such investments may be adversely affected by changes in currency rates and exchange
control regulations, unfavorable political, social and economic developments and the
possibility of seizure or nationalization of companies or imposition of withholding taxes
on income. Moreover, less information may be publicly available concerning certain
foreign issuers than is available concerning U.S. companies. Foreign markets tend to be
more volatile than the U.S. market due to economic and political instability, social unrest
and regulatory conditions in some countries.

Small-Cap Companies. Investments in small-cap companies may involve greater risks
than investments in larger, more established companies, such as limited product lines,
distribution channels and financial and managerial resources. The securities of small-cap
companies may have greater price volatility and less liquidity than the securities of larger
capitalized companies, and may be more difficult to value.

C. Portfolio Investment Risks

The Paladin Homeland Security Fund group of Funds and the Paladin III group of Funds invests
primarily in companies providing products and services in the homeland security market. Risks
specific to this type of investment may include (but are not limited to):

Industry Concentration. Events adversely affecting companies involved in the homeland
security market (such as decreases in governmental budgets or unilateral termination of
government defense contracts) likely will have a material adverse effect on a Fund.

Risks of Defense-Related Industry Sectors. The market for homeland security and
defense-related products and services in which the Fund’s portfolio companies are
expected to be involved is characterized by rapid technological change, frequent new
product introductions, changes in regulatory and customer requirements and evolving
standards.
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o  Uncertainty of Defense Products. The products that Adviser expects portfolio companies
to manufacture and produce may be subject to significant governmental and public
scrutiny. Such products often involve a high degree of technological risk and are required
to perform in uncertain and volatile environments. Any actual or perceived failure of such
products to achieve their intended result could significantly reduce the revenues and
market share of the portfolio companies and irreparably harm their perception in the
market.

Not applicable.

A. Registration as a Broker-Dealer or Registered Representative

B.

Not applicable.

Registration as a Futures Commission Merchant, Commodity Pool Operator,

Commodity Trading Adviser or Associated Person

Not applicable.

. Material Relationships

1. broker-dealer, municipal securities dealer, or government securities dealer or broker
Not applicable.

2. investment company or other pooled investment vehicle (including a mutual fund, closed-
end investment company, unit investment trust, private investment company or “hedge
fund,” and offshore fund)

See Item 7 above. Investors in a Fund must understand that each Fund was formed as an
investment product to be managed by Adviser, and that Adviser does not intend to cause any
Fund to terminate its investment management relationship with Adviser absent Adviser’s
liquidation or bankruptcy. In addition, Fund investors generally are not permitted to withdraw
from a Fund prior to its dissolution.

Adviser may from time to time enter into a side letter agreement with one or more investors in
a Fund which may, among other terms, provide for (a)withdrawal rights that are more
favorable than the rights granted to all other Fund investors, and (b) a reduced management fee
and/or performance-based fee or allocation.

In addition, neither Adviser nor its related persons are obligated to allocate any specific
amount of time or investment opportunities to a particular Fund. Adviser and its related
persons intend to devote as much time as they deem necessary for the conduct of each Fund’s
operation and portfolio management, and will allocate investment opportunities in accordance
with Adviser’s trade allocation policy described in Item 6 above.

3. other investment adviser or financial planner
Not applicable.
4.  futures commission merchant, commodity pool operator, or commodity trading adviser

Not applicable.
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5. banking or thrift institution
Not applicable.

6. accountant or accounting firm
Not applicable.

7. lawyer or law firm

Not applicable.

8. insurance company or agency
Not applicable.

9. pension consultant

Not applicable.

10. real estate broker or dealer
Not applicable.

11. sponsor or syndicator of limited partnerships

A related person of Adviser is the general partner and/or managing member of each Fund that
Adviser manages. See response 2 above.

D. Recommendation of Other Investment Advisers
Not applicable.
A. Code of Ethics

In order to address conflicts of interest, Adviser has adopted a code of ethics (the “Code”) which
is applicable to all of Adviser’s officers, manager, members, and employees (collectively,
“Employees™). Adviser’s Code generally sets the standard of ethical and professional business
conduct that Adviser requires of its Employees, requires Employees to comply with applicable
federal securities laws and regulations, and sets forth provisions regarding personal securities
transactions by Employees. Additionally, the Code sets forth Adviser’s policies and procedures
with respect to material, non-public information and other confidential information, and the
fiduciary obligations that Adviser and each of its Employees owes to each advisory client. The
Code is circulated at least annually to all Employees, and each Employee at least annually must
certify in writing that he or she has received and followed the Code and any amendments thereto.
Adviser will provide a copy of the Code to any client or prospective client upon request.

B. Participation or Interest in Client Transactions

In acting as the investment manager to the Funds, Adviser, its affiliates, or certain principals of
the foregoing may engage in transactions with clients or recommend to clients investments in
which Adviser, its affiliates or such principals also are invested. These transactions may include
co-investment opportunities offered to some but not all Fund investors, Adviser and/or its
affiliates. The potential conflicts of interest of this nature typically are disclosed to Fund
investors in the offering materials of Funds. Key personnel of Adviser may also be invested
directly or indirectly in the Funds, subject to applicable law, and the carried interest distributions
and management fee payable by such Funds may be separately negotiated by Adviser.
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Adviser has instituted procedures designed to ensure that any affiliated transactions are made at
arms’ length. For instance, in cases of principal transactions involving a Fund and Adviser or a
related person, approval by the investment advisory committee or Fund investors, as set forth in
the Fund’s governing documents, may be required as a condition to enter into such a transaction.
In certain circumstances, generally in connection with the organization of a new Fund, Adviser,
one or more Funds or other related persons may acquire securities for near-term sale at cost plus a
market interest rate from other Funds.

C. Personal Trading

Adpviser recognizes that there is a risk that Employees will compete with the Funds or otherwise
engage in personal securities transactions at the expense of a client’s interest. In order to maintain
a high code of ethics, Adviser’s Code requires that all such transactions be carried out in a way
that does not endanger the interest of any client. The Code establishes certain pre-clearance
procedures and an initial, annual and quarterly securities transaction reporting system that is
designed to monitor transactions in Employees’ personal accounts and prevent any conflicts that
may arise between Employees’ personal securities transactions and transactions for clients of
Adviser. For purposes of the policy, an Employee’s “personal account” generally includes any
account (i) in the name of the Employee, his/her spouse, his/her minor children or other
dependents residing in the same household, (ii) for which the Employee is a trustee or executor, or
(iii) which the Employee controls, including an account in which the Employee or a member of
his/her household has a direct or indirect beneficial interest. Additional restrictions on personal
trading of the portfolio securities of a Fund may be imposed on investment committee members of
the Fund and related parties pursuant to the Fund’s governing agreement.

D. Concurrent Trading Activity

As Adviser deals primarily with private securities purchased directly from the issuer, Adviser will
generally not be able to aggregate securities transactions for clients. However, where available
and appropriate, Adviser may aggregate purchases or sales of any security effected for a client’s
account with purchases or sales of the same security effected on the same day for other client
accounts. When transactions are aggregated, the actual prices applicable to the aggregated
transaction will be averaged, and all participating accounts will be deemed to have purchased or
sold its share of the security, instrument or obligation involved at such average price. Further, all
transaction costs incurred in effecting the aggregated transaction will be shared on a pro rata basis
among all participating accounts, except to the extent that certain broker-dealers that also furnish
custody services may impose minimum transaction charges applicable to some of the participating
accounts.

A. Selection of Broker-Dealers

Execution Quality. While Adviser primarily makes its investments directly with the issuers, there
may be situations where it places trades through a broker, particularly if there has been a liquidity
event. In such circumstances, Adviser will seek “best execution” in light of the circumstances
involved in transactions. In selecting a broker for any transactions, Adviser may consider a
number of factors, including, for example, net price, reputation, financial strength and stability,
efficiency of execution and error resolution, the size of the transaction and the market for the
security. Adviser will not obligate itself to obtain the lowest commission or best net price for a
Fund on any particular transaction.

During the last fiscal year, Adviser made all of its investments directly with the issuers, and did
not acquire, sell or trade in any publicly traded securities. Accordingly, Adviser did not direct any
client transactions to any brokers or dealers.
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Research and Other Soft Dollar Benefits. While Adviser generally acquires securities in direct
transactions with the issuers and does not intend to have any soft dollar arrangements (i.e.,
directing client securities transactions to broker-dealers in recognition of research services or
products provided to Adviser or its clients), any decisions involving soft dollars will be made in a
manner that satisfies the requirements of the safe harbor provided by Section 28(e) of the
Securities Exchange Act of 1934, as amended. That is, Adviser will generally determine,
considering all appropriate factors, that commissions and fees paid are reasonable in relation to
the value of all the brokerage and research products and services provided by the broker-dealer.

Brokerage for Client Referrals. Not applicable.
Directed Brokerage. Not applicable.

B. Aggregation of Orders

See Item 11(D) above.

A. Periodic Account Review

Each Fund is generally monitored on an ongoing basis by a staff of Adviser’s investment
professionals and the Fund’s third-party service providers.

Portfolio investments made by each Fund are monitored by members of an investment committee
(“Investment Committee”) comprised of senior personnel of Adviser and its affiliates and other
experienced investment professionals. The size of the Investment Committee can vary and will
depend on the needs of the particular investment vehicles and the available resources of Adviser
and its affiliates. The Investment Committees meet regularly, generally to review portfolio
performance, targeted industries, asset allocation, portfolio diversification and investment levels.
They also are responsible for approving the acquisition by an investment vehicle of investments
meeting established or negotiated investment guidelines.

B. Non-Periodic Account Review
Not applicable.
C. Client Reports

Adviser and/or the qualified custodian of each Fund will transmit unaudited quarterly
performance reports. Each investor in a Fund will also receive annual audited financial
statements and, if necessary, annual tax information for completion of its individual tax returns.
Adviser, in its discretion, may provide more frequent reports and/or more detailed information to
all or any of the investors in the Fund.

A. Compensation By Non-Clients
Not applicable.
B. Compensation for Client Referrals

Unrelated third-parties may be compensated for assistance in arranging capital commitments from
both domestic and foreign sources in Funds managed by Adviser. Any such arrangements are
conducted pursuant to written agreements. The compensation to be paid to such unrelated parties
is negotiated on an individual case basis.
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Adviser:

Paladin Capital Management, LLC

Adviser will not maintain physical possession of the funds or securities of the Fund. Custody of
the assets of the Fund will be maintained with a qualified custodian selected by Adviser in its
exclusive discretion, which selection may change from time to time without the consent of
investors in the Fund.

Subject to any investment restrictions set forth in the governing agreement or Memorandum of a
Fund, Adviser has discretionary authority to make the following determinations without obtaining
the consent of any Fund before the transactions are effected:

e the securities that are to be bought or sold;
® the total amount of the securities to be bought or sold;

® the brokers, investment banks or placement agents through which securities are to be
bought or sold; and

® the commissions, fees or other rates at which securities transactions for a Fund are
effected.

Adpviser’s discretionary authority is derived from its authority as the investment manager of each
Fund and its authority pursuant to an investment management agreement entered into by Adviser
and the Fund.

Adpviser does not exercise voting authority with respect to any portfolio securities held by a Fund;
instead, such voting authority is expected to be exercised by the general partner or managing
member, as applicable, of each Fund. In addition, Adviser does not take any action with respect
to shareholder actions (including those relating to class actions, bankruptcy or reorganizations)
that may be required or solicited with respect to portfolio securities held by a Fund; instead, such
actions with respect to shareholder actions are expected to be taken by the general partner or
managing member, as applicable, of each Fund.

Not applicable.

Not applicable

Adviser maintains policies designed to detect and report any activities that raise suspicions of
money laundering activities, and may modify these policies from time to time. In that regard,
Adviser requires prospective investors in each Fund to provide such information as Adviser
deems necessary for Adviser to comply with applicable legal or regulatory requirements,
including, without limitation, anti-money laundering requirements. Adviser may disclose
information respecting investors to governmental and/or regulatory or self-regulatory authorities
to the extent that Adviser deems required by applicable law or regulation and Adviser may file
reports with such authorities as Adviser deems required by applicable law or regulation. If
required by applicable law, regulation or interpretation thereof, Adviser may suspend all activity
with respect to an investor’s account in a Fund, including suspending the right to withdraw funds
or assets from the Fund pending Adviser’s receipt of instructions from the appropriate
governmental or regulatory authority.
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Privacy Policy

Maintaining the confidentiality of client personal financial information is very important to
Adviser. To provide clients with superior service, Adviser may collect several types of nonpublic
personal information about clients, including:

e Information from forms that clients may fill out and send to Adviser in connection with
Adpviser’s services (such as name, address, and social security number).

e Information a client may give Adviser orally.
e Information about the amount clients have invested in an investment fund.

e Information about any bank account clients may use for transfers between a bank account and
a capital account of an investment fund.

Adviser does not sell or disclose client personal information to anyone except as permitted or
required by law (for example, Adviser may share information collected about its clients with
Adpviser’s independent auditors and legal counsel and with regulators as it deems appropriate).
Additionally, a copy of an investor’s tax Form K-1 is included in a private investment fund’s tax
return filed with the Internal Revenue Service. Finally, Adviser may disclose information about
its clients to any affiliated entity of Adviser and at the client’s written request (for example, by
sending duplicate account statements or other information to someone designated by the client),
and Adviser may disclose the client’s name in its marketing materials.

Within Adviser, access to information about clients is restricted to those employees who need to
know the information to service client accounts. Adviser employees are trained to follow its
procedures to protect client privacy and are instructed to access information about clients only
when they have a business reason to obtain it.

Adviser reserves the right to change its privacy policy in the future, but Adviser will not disclose
client nonpublic personal information, unless required by law, without giving the client an
opportunity to instruct Adviser not to do so.



