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This brochure provides information about the qualifications and business practices of Madden Asset 
Management LLC (“Madden”).  If you have any questions about the contents of this brochure, please 
contact us at 617.658.5642.  The information in this brochure has not been approved or verified by the 
United States Securities and Exchange Commission (“SEC”) or by any state securities authority. 

Additional information about Madden is also available on the SEC’s website at www.adviserinfo.sec.gov. 

Any reference to Madden as a “registered investment adviser” or as being “registered”, does not imply 
any level of skill or training. 
   
This document is not an advertisement for the advisory services of Madden, nor an offer to sell or the 
solicitation of an offer to purchase interests in any fund managed by Madden.   

http://www.maddenasset.com/
http://www.adviserinfo.sec.gov/
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Item 2:  Material Changes 

 

Madden has updated this Form ADV Part 2A (brochure) as part of the annual amendment process.  The 
information in this brochure does not reflect material changes to the information contained in our 
previously filed brochure dated March 28, 2014.  There have been no material changes to the Firm’s 
business practices in the past year and therefore no material changes have been made to this brochure. 
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Item 4:  Advisory Business 

 
Madden, established in 2007, is a Massachusetts limited liability company that is principally owned by 
Robert R. Madden.   

Madden provides investment management services on a discretionary basis to  privately offered pooled 
investment vehicles exempt from registration under the Investment Company Act of 1940, as amended 
(collectively, the “Private Funds”).  Madden also serves as a sub-adviser to a registered investment 
company (a mutual fund).    

Madden does not provide investment advice directly to investors in the Private Funds, nor to shareholders 
in the mutual fund.  We generally do not permit investors in our Private Funds to impose limitation on the 
investment activities described in our offering documents.  In regards to the mutual fund, Madden is subject 
to certain restrictions and limitations as outlined in the Investment Company Act of 1940. 

Currently, Madden’s Private Funds include only a few investors and are primarily friends and family 
investment vehicles.  As of December 31, 2014 regulatory assets under management were approximately 
$68,893,276. 

Item 5:  Fees and Compensation 

For the Private Funds, Madden receives management fees as compensation for performing advisory 
services to the Funds equal to between 1.0% and 1.5% (depending on the Fund) of the balance in each 
investor's capital account (prior to the accrual of any performance allocation).  Madden has discretion to 
charge management fees that differ from what is disclosed in the fund offering documents to one or more 
investors without notifying the other investors or without reducing the management fee with respect to the 
capital accounts of the other investors.  At this time, Madden has not entered into any negotiated fee 
arrangements with outside investors.  However, interests offered to the principals of Madden are not subject 
to management fees. 
 
The management fees are deducted from the capital accounts corresponding to each investor’s interest in 
the Funds.  The management fee is payable quarterly, in advance, based on the balance of each investor’s 
capital account at the beginning of each quarter.   
 
The capital account of an investor admitted to the fund other than on the first day of a calendar quarter is 
subject to a pro rata portion of the management fee. Investors who withdraw at any time other than at the 
end of a quarter are not reimbursed the portion of the management fee in relation to the withdrawn interests 
and Madden is not required to reimburse a pro rata portion of the management fee to the fund.   
 
Fees for any other advisory clients are negotiated on a case by case basis.     
 
Investment management services may be terminated in accordance with the terms outlined in each 
respective investment management agreement. 

In addition to management fees, the Private Funds bear all costs and expenses related to its investments 
and its operations, including, without limitation, brokerage and other transaction costs, clearing and 
settlement charges, trade break fees, interest and commitment fees on debit balances or borrowings, 
borrowing charges on securities sold short, costs of any liability insurance obtained on behalf of the fund, 
custody fees, costs of any litigation or investigation involving fund activities, indemnification expenses, the 
management fee, consulting expenses, research expenses, legal and other expenses in connection with 
conducting due diligence and negotiating the terms of certain investments, the fees and expenses of 
professionals providing services to the fund, including legal, audit, accounting, tax and administration, any 
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issue or transfer taxes chargeable in connection with any securities transactions, any entity level taxes, 
regulatory costs, filing and license fees, the costs of reporting and providing information to investors and 
any extraordinary expenses.  Investors should refer to each respective funds offering materials for a 
complete description of all fees and expenses. 

Neither Madden nor any of its supervised persons accepts compensation for the sale of securities or other 
investment products.  

Item 6:  Performance Based Fees and Side by Side Management  

In addition to the management fee, investors in the Private Funds are charged an annual performance 
allocation fee equal to either 10% or 20%, depending on the fund, of the appreciation of the fund based on 
realized and unrealized gains subject to a high water mark.  Performance allocation fees are paid to either 
Madden Holdings, LLC, or NLF Holdings, LLC, the General Partners of the Private Funds, and affiliates of 
Madden. 
 
The General Partners have discretion to waive or reduce the performance allocation with respect to the 
capital accounts of one or more investors without notifying the other investors or without reducing the 
performance allocation fee with respect to the capital accounts of the other investors.  At this time, Madden 
has not entered into any negotiated fee arrangements with outside investors.  However, interests offered 
to the principals of Madden are not subject to a performance allocation fee. 
 
Madden recognizes that performance allocation fees may create an incentive to recommend investments 
which may be riskier or more speculative than those which would be recommended under a different fee 
arrangement.  Madden also recognizes that such fee arrangements create an incentive to favor higher fee 
paying client accounts over other accounts in the allocation of certain investment opportunities, and also 
that such arrangements may create an incentive to favor accounts for which Madden or its affiliates have a 
personal capital investment.  

Madden provides investment management services to three clients, two of which are managed pursuant to 
the same investment strategy and, where permissible, are managed on a “pari-passu” basis with the intent 
of creating pro rata allocations based upon a percentage of total assets under management.  However, 
given that the Firm’s investment company client is regulated under the Investment Company Act of 1940, 
Madden is also subject to various Investment Company Act restrictions and limitations with respect to that 
account.  In addition, position weighting may vary at times due to capital flows with respect to that account.   

In order to address these conflicts, Madden has developed policies and procedures surrounding the 
portfolio management and trading processes which require that investment decisions be made based upon 
the best interests of all clients.  An order management system is utilized and trades are automatically 
allocated according to pre-established allocation percentages to ensure clients are treated in a fair and 
equitable manner. On the limited occasions where trades are not allocated on a pro-rata basis due to one 
of the limitations referenced above, the Portfolio Manager provides appropriate supporting explanations.  

Item 7:  Types of Clients 

 
Madden provides investment management services to Private Funds and a registered investment 
company, in a sub-adviser capacity.   

A minimum initial investment of $500,000 is generally required to invest in the Private Funds.  However, 
Madden has discretion to accept lesser amounts as long as the investor qualifies to invest based on all 
other suitability and regulatory requirements.  
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Item 8:  Methods of Analysis, Investment Strategies and Risk of Loss 
 
Investment Strategy and Methods of Analysis 

 
Madden Partners, LP 
 
This fund specializes in a Global Long/Short Equity strategy, seeking to achieve superior risk adjusted 
returns for clients/investors over a complete market cycle by investing in securities of companies whose 
value is not fully recognized by other market participants. We focus on companies whose earnings potential 
and/or asset value is greater than generally perceived. Madden may invest in companies that are currently 
showing favorable growth characteristics and/or companies that were former market leaders but have fallen 
out of favor for reasons we believe to be temporary. In general, our approach and strategy are outlined 
below.  However, our approach may continue to evolve as we adapt to different market conditions.   

Fundamentally-Driven Investment Approach: Madden relies on fundamental analysis of each company and 
its potential for success as it relates to financial outlook, industry trends, and economic and market 
conditions. Factors considered include earnings and cash flow potential, capital structure, and 
management. Madden emphasizes investment in companies with long term earnings growth potential, but 
may also consider more cyclically oriented stocks should they offer a favorable opportunity for capital 
appreciation.  
 
Opportunistic Investment Strategy: Madden seeks to profit from price inefficiencies that offer the best risk-
reward scenario at any given time. We believe that risk control is paramount to long-term performance and 
that risk control begins with security selection. By emphasizing the quality of the business entity in addition 
to the valuation of the security under consideration, we believe the risk of long-term capital loss is reduced. 
Liquidity and the ability to exit existing positions also factor into our assessment of risk.  
 
Madden Active Municipal Strategy, LP 
 
The objective of this fund is to achieve superior risk adjusted returns by actively trading the perceived 
mispricing’s and inefficiencies within the municipal bond market and between the municipal bond market 
and the taxable fixed income market.  Madden believes that the fragmented municipal bond market 
experiences numerous short-term inefficiencies between different issuers and structures which the Fund 
seeks to profit from.   
 
Madden seeks to identify investment opportunities for by evaluating the structural and credit difference 
between securities.  This includes, without limitation: the evaluation of embedded options, the use of a yield 
matrix to normalize spreads between different states, sectors and credits, yield curve analysis, and 
supply/demand analysis.  This analysis is primarily focused on identifying trading opportunities within the 
municipal market.  Madden also focuses on the relative valuation of municipals on a macro basis versus 
other asset classes (particularly taxable fixed income) in order to identify trading opportunities related to 
relative yield, volatility, and credit. The Fund may invest in tax-exempt municipal bonds, taxable municipal 
bonds, Build America Bonds, closed-end funds, exchange traded funds, fixed income futures and options, 
swaps, swaptions, total return swaps, credit default swaps and MMD rate locks (MMD-Municipal Market 
Data).  However, since inception we have primarily invested in tax exempt municipal bonds and exchange 
traded options and futures.   
 
There is no assurance our strategy and methodologies for either Fund will be successful over any given 
period of time.  Investing is speculative and involves significant risks, including the risk of total loss of 
invested capital.  The following information is not intended to be a summary of all the risks associated with 
an investment in either Fund, but rather some specific risks associated with Funds, their strategies and the 
securities in which we typically invest which we believe are important for investors to consider.  Investors 
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should carefully review the expanded summary of risks in each respect Funds’ confidential offering 
memoranda. 
 

Risks Associated with Investment  
 
Madden Partners, LP 
 
Investors should consider investment in the fund to be a speculative investment and one that is not intended 
to be a complete investment program.  The fund is suitable only for sophisticated persons who can bear 
the economic risk of loss of their entire investment and who have limited need for liquidity in their entire 
investment.  There can be no assurances that the funds will achieve its investment objective.  Investors 
should carefully evaluate the following considerations, in conjunction with complete details outlined in the 
fund offering documents, before investing.  The following information is not intended to be a summary of all 
of the risks associated with an investment in the fund, but rather a description of specific risks to which the 
fund (and, therefore, investors) are subject to.   
 
High Portfolio Turnover 
Given the Firm’s trading strategy, we may sell securities and other investments when we deem appropriate, 
without regard to how long they have been held. As a result, the portfolio turnover rate may be high. A high 
portfolio turnover means that the fund will incur higher brokerage commissions, which will reduce the fund’s 
investment returns, and may result in short-term gains that will be taxable to investors. However, Madden 
recognizes there are drawbacks to high turnover (e.g. taxes) and may choose to hold certain securities for 
a longer time period when market situations dictate and it is deemed to be more advantageous.     

 
Short Sales 
Short sales are sales of securities the funds borrow but do not actually own, usually done with the 
expectation that the prices of the securities will decrease and the funds will be able to make a profit by 
purchasing the securities at a later date at the lower prices. Madden may engage in short sales as part of 
hedging transactions or when we believe securities are overvalued. The fund will incur a loss on a short 
sale if the price of the security increases prior to the time we purchase the security to replace the borrowed 
security. A short sale presents greater risk than purchasing a security outright since there is no ceiling on 
the possible cost of replacing the borrowed security, whereas the risk of loss on a “long” position is limited 
to the purchase price of the security. Closing out a short position may cause the security to rise further in 
value creating a greater loss. In addition, the ability to continue borrowing the security is not guaranteed. If 
the short seller loses the ability to continue borrowing the security, a “buy-in” may occur, forcing the short 
seller to purchase the security at an inopportune moment.  

 
Equity Securities of Growth Companies 
A portion of the fund’s assets may be invested in equity securities of companies that we believe have 
potential for capital appreciation significantly greater than that of the market averages, so-called “growth” 
companies. The market capitalization of the growth companies in which the funds will invest may range 
from small to large capitalizations. Growth stocks are generally more sensitive to market movements than 
other types of stocks, primarily because their stock prices are heavily dependent on future expectations. 
Securities of growth companies may be traded in the over-the–counter (“OTC”) markets and may trade less 
frequently and in smaller volume than exchange-listed securities. The values of these securities may 
fluctuate more sharply than exchange-listed securities, and the fund may experience some difficulty in 
acquiring or disposing of these securities at prevailing market prices.  
 
Undervalued Equity Securities 
The investment strategy we employ focuses on investing in companies that we believe are undervalued. 
Opportunities in undervalued equity securities arise from market inefficiencies or due to a lack of wide 
recognition of the potential impact (positive or negative) that specific events or trends may have on the 
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value of a security. The identification of investment opportunities in undervalued securities is a difficult task, 
and there is no assurance that such opportunities will be successfully recognized or acquired. While 
investments in undervalued securities offer the opportunities for above-average capital appreciation, these 
investments involve a high degree of financial risk and can result in substantial losses.  
 
Hedging 
Certain financial instruments and investment techniques may be utilized for risk management or hedging 
purposes. There is no assurance that such risk management and hedging strategies will be successful, as 
such success will depend on, among other factors, our ability to predict the future correlation, if any, 
between the performance of the instruments utilized for hedging purposes and the performance of the 
investments being hedged. Since the characteristics of many securities change as markets change or time 
passes, the success of the hedging strategies may also be subject to the Madden’s ability to correctly 
readjust and execute hedges in an efficient and timely manner. There is also a risk that such correlation 
will change over time rendering the hedge ineffective. The portfolios are not expected to be adequately 
hedged at all times and at various times we may elect to be more fully hedged and at other times hedged 
only to a limited extent, if at all. Accordingly, fund assets may not be adequately protected from market 
volatility and other conditions.  

Purchasing Securities of Initial Public Offerings 
From time to time the Private Fund may purchase securities that are part of initial public offerings (“new 
issues”). The prices of these securities may be very volatile, and the issuers of these securities may be 
undercapitalized, have a limited operating history, and/or lack revenues or operating income without any 
prospects of achieving them in the near future. Some of these issuers may only make available a limited 
number of shares for trading and therefore it may be difficult for the funds to trade these securities without 
unfavorably impacting their prices. In addition, investors may lack extensive knowledge of the issuers of 
these securities. The FINRA Rules restrict certain persons from participating in new issues and, therefore, 
certain investors of the private fund may be restricted from participating in profits and losses attributable to 
new issues.  

 
Risks of Investments in Options 
Investing in options can provide greater potential for profit or loss than an equivalent investment in the 
underlying asset. The value of an option may decline because of a change in the value of the underlying 
asset relative to the strike price, the passage of time, changes in the market’s perception of the future price 
behavior of the underlying asset, or any combination thereof. In the case of the purchase of an option, the 
risk of loss of an investor’s entire investment (i.e., the premium paid plus transaction charges) reflects the 
nature of an option as a wasting asset that may become worthless when the option expires. Where an 
option is written or granted (i.e., sold) uncovered, the seller may be liable to pay substantial additional 
margin, and the risk of loss is unlimited because the seller will be obligated to deliver, or take delivery of, 
an asset at a predetermined price that may, upon exercise of the option, be significantly different from the 
market value. Over-the-counter options that we may use in our investment strategy generally are not 
assignable except by agreement between the parties concerned, and no party or purchaser has any 
obligation to permit such assignments. The over-the-counter market for options is relatively illiquid, 
particularly for relatively small transactions.  

 
Other Derivative Investments 
Derivatives include futures, options, swaps, structured securities and other instruments and contracts that 
are derived from, or the value of which is related to, one or more underlying securities, financial 
benchmarks, currencies or indices. Derivatives allow an investor to hedge or speculate upon the price 
movements of a particular security, financial benchmark, currency or index at a fraction of the cost of 
investing in the underlying asset. The value of a derivative depends largely upon price movements in the 
underlying asset. Therefore, many of the risks applicable to trading the underlying asset are also applicable 
to derivatives of such asset.  
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There are a number of other risks, however, associated with derivatives trading. For example, because 
many derivatives are leveraged, and thus provide significantly more market exposure than the money paid 
or deposited when the transaction is consummated, a relatively small adverse market movement may 
expose the funds to the possibility of a loss exceeding the original amount invested. Derivatives may also 
expose investors to liquidity risk, as there may not be a liquid market within which to close or dispose of 
outstanding derivatives contracts. Swaps and certain options and other custom instruments are subject to 
the risk of non-performance by the swap counterparty, including risks relating to the creditworthiness of the 
swap counterparty. Futures positions may be illiquid because certain commodity exchanges limit 
fluctuations in certain futures contract prices during a single day by regulations referred to as “daily price 
fluctuation limits” or “daily limits”. Under such daily limits, during a single trading day no trades may be 
executed at prices beyond the daily limits. Once the price of a contract for a particular future has increased 
or decreased by an amount equal to the daily limit, positions in the future can neither be taken nor liquidated 
unless traders are willing to effect trades at or within the limit. This could prevent Madden from promptly 
liquidating unfavorable positions and subject the private fund to substantial losses.  

Foreign Securities 
The Private Fund may invest directly in securities of non-U.S. issuers. Foreign securities investments may 
be affected by changes in currency rates or exchange control regulations, changes in governmental 
administration or economic or monetary policy (in the United States and abroad) or changed circumstances 
in dealings between nations. Changes in foreign currency exchange rates relative to the U.S. dollar will 
affect the U.S. dollar value of the funds’ assets denominated in that currency and thereby impact the total 
return on such assets. Investments in foreign securities are also subject to risks relating to political and 
economic developments abroad, including the possibility of expropriations or confiscatory taxation, 
limitations on the use or transfer of assets and any effects of foreign social, economic or political instability. 
Foreign companies are not subject to the regulatory requirements of U.S. companies and, as such, there 
may be less publicly available information about such companies. Moreover, foreign companies are not 
subject to uniform accounting, auditing and financial reporting standards and requirements comparable to 
those applicable to U.S. companies. Securities of foreign issuers may be less liquid than comparable 
securities of U.S. issuers and, as such, their price changes may be more volatile. Furthermore, foreign 
exchanges and broker-dealers are generally subject to less government and exchange scrutiny and 
regulation than their American counterparts. Brokerage commissions, dealer concessions and other 
transaction costs may be higher on foreign markets than in the U.S.  

 
Exchange Traded Funds 
An ETF is a fund that tracks an index of securities, but can be traded like a stock, including short selling. 
Because ETFs are traded on stock exchanges, they can be bought and sold at any time during the day and 
don't necessarily trade at the net asset value of their underlying holdings, meaning an ETF could potentially 
trade above or below the value of the underlying portfolios. Equity-based ETFs are subject to risks similar 
to those of investing directly in stocks. Investment returns will fluctuate and are subject to market volatility.  

American Depository Securities & Receipts  

In certain instances, rather than directly holding securities of non-U.S. companies, we may hold these 
securities through an American Depository Receipt (an "ADR"). An ADR is issued by a U.S. bank or trust 
company to evidence its ownership of securities of a non-U.S. company. The currency of an ADR may be 
U.S. dollars rather than the currency of the non-U.S. company to which it relates. The value of an ADR will 
not be equal to the value of the underlying non-U.S. securities to which the ADR relates as a result of a 
number of factors. These factors include the fees and expenses associated with holding an ADR, the 
currency exchange relating to the conversion of foreign dividends and other foreign cash distributions into 
U.S. dollars, and tax considerations such as withholding tax and different tax rates between the jurisdictions. 
In addition, the rights of the fund(s), as a holder of an ADR, may be different than the rights of holders of 
the underlying securities to which the ADR relates, and the market for an ADR may be less liquid than that 
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of the underlying securities. The foreign exchange risk will also affect the value of the ADR and, as a 
consequence, the performance of the investor holding the ADR.  

 
Concentration of Investments  
The Private Fund intends to hold a concentrated portfolio of securities, which results in exposure to 
significantly greater volatility than a more diversified portfolio. Although the private fund has certain self-
imposed guidelines, there is no limit on the amount of the assets that can be invested in any particular 
position; therefore, a loss in any single position could materially reduce the assets of the private fund. In 
addition, the value of the fund’s investment positions may decrease as a result of general economic 
conditions and/or an adverse event related to one or more of the companies in which the fund is invested. 
Furthermore, new legislation or changes in governmental regulations could adversely affect our ability to 
engage in certain investment strategies. The private fund does not intend to hold a diversified portfolio. This 
lack of diversification may expose the fund to substantial losses in the event one or more concentrated 
positions experience substantial losses. 

 
Madden Active Municipal Strategy, LP 
 
Investors should consider investment in the fund to be a speculative investment and one that is not intended 
to be a complete investment program.  The fund is suitable only for sophisticated persons who can bear 
the economic risk of loss of their entire investment and who have limited need for liquidity in their entire 
investment.  There can be no assurances that the funds will achieve its investment objective.  Investors 
should carefully evaluate the following considerations, in conjunction with complete details outlined in the 
fund offering documents, before investing.  The following information is not intended to be a summary of all 
of the risks associated with an investment in the fund, but rather a description of the most relevant risks to 
which the fund (and, therefore, investors) are subject to at this time. 
 
Investments in Municipal Bonds   
The Fund invests in securities issued by the U.S. government, states, municipalities and other political 
subdivisions, agencies, authorities and instrumentalities of states and multi-state agencies or authorities.  
All or a portion of the income of some or all of such investments may be exempt from regular federal income 
tax (“Municipal Bonds”). Municipal Bonds are subject to credit and market risk. Generally, prices of higher 
quality issues tend to fluctuate less with changes in market interest rates than prices of lower quality issues 
and prices of longer maturity issues tend to fluctuate more than prices of shorter maturity issues. The 
secondary market for Municipal Bonds typically has been less liquid than that for taxable debt/fixed income 
securities, and this may affect the ability to sell particular Municipal Bonds at then-current market prices, 
especially in periods when other investors are attempting to sell the same securities. Additionally, Municipal 
Bonds rated below investment grade (i.e., high yield Municipal Bonds) may not be as liquid as higher-rated 
Municipal Bonds. Reduced liquidity in the secondary market may have an adverse impact on the market 
price of a Municipal Bond and on the Fund’s ability to sell a Municipal Bond in response to changes or 
anticipated changes in economic conditions or to meet cash needs. Reduced liquidity may also make it 
more difficult to obtain market quotations based on actual trades for purposes of valuing the Fund.   

 
Prices and yields on Municipal Bonds are dependent on a variety of factors, including general money-
market conditions, the financial condition of the issuer, general conditions of the Municipal Bond market, 
the size of a particular offering, the maturity of the obligation and the rating of the issue. A number of these 
factors, including the ratings of particular issues, are subject to change from time to time. Information about 
the financial condition of an issuer of Municipal Bonds may not be as extensive as that which is made 
available by corporations whose securities are publicly traded.  

 
Obligations of issuers of Municipal Bonds are subject to the provisions of bankruptcy, insolvency and other 
laws affecting the rights and remedies of creditors. Congress or state legislatures may seek to extend the 
time for payment of principal or interest, or both, or to impose other constraints upon enforcement of such 
obligations. There is also the possibility that as a result of litigation or other conditions, the power or ability 
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of issuers to meet their obligations for the payment of interest and principal on their Municipal Bonds may 
be materially affected or their obligations may be found to be invalid or unenforceable.  

 
Tax Reform   
There is no guarantee that the Fund’s income will be exempt from regular federal or state income taxes. 
Events occurring after the date of issuance of a Municipal Bond or after the Fund’s acquisition of a Municipal 
Bond may result in a determination that interest on that bond is includible in gross income for federal income 
tax purposes retroactively to its date of issuance. Such a determination may cause a portion of prior 
distributions by the Fund its Investors to be taxable to in the year of receipt. Federal or state changes in 
income or alternative minimum tax rates or in the tax treatment of Municipal Bonds may make Municipal 
Bonds less attractive as investments and cause them to decline in value. A significant restructuring of 
federal income tax rates or even serious discussion on the topic in Congress could cause Municipal Bond 
prices to fall. The demand for municipal securities is strongly influenced by the value of tax-exempt income 
to investors. Lower income tax rates could reduce the advantage of owning municipal securities.    

 
Fixed Income Securities 
Fixed income securities, include, without limitation, debt securities issued or guaranteed by the U.S. 
government, the governments of one or more states, cities or municipalities or one of their respective 
agencies or instrumentalities, commercial paper, and “higher yielding” (and, therefore, higher risk) debt 
securities of the former categories. These securities may pay fixed, variable or floating rates of interest, and 
may include zero coupon obligations. Fixed income securities are subject to the risk of the issuer’s inability 
to meet principal and interest payments on its obligations (i.e., credit risk) and are subject to price volatility 
due to such factors as interest rate sensitivity, market perception of the creditworthiness of the issuer and 
general market liquidity (i.e., market risk). A major economic recession could disrupt severely the market 
for such securities and may have an adverse impact on the value of such securities. In addition, any such 
economic downturn could adversely affect the ability of the issuers of such securities to repay principal and 
pay interest thereon and increase the incidence of default for such securities. 

 
Derivatives 
Derivative instruments or “derivatives” include futures, options, structured securities and other instruments 
and contracts that are derived from, or the value of which is related to, one or more underlying securities, 
financial benchmarks, currencies or indices. Derivatives allow an investor to hedge or speculate upon the 
price movements of a particular security, financial benchmark currency or index at a fraction of the cost of 
investing in the underlying asset. The value of a derivative depends largely upon price movements in the 
underlying asset. Therefore, many of the risks applicable to trading the underlying asset are also applicable 
to derivatives of such asset. However, there are a number of other risks associated with derivatives trading. 
For example, because many derivatives are leveraged, and thus provide significantly more market 
exposure than the money paid or deposited when the transaction is entered into, a relatively small adverse 
market movement may expose the Fund to the possibility of a loss exceeding the original amount invested. 
Derivatives may also expose investors to liquidity risk, as there may not be a liquid market within which to 
close or dispose of outstanding derivatives contracts.  

 
Futures 
Futures positions may be illiquid because certain commodity exchanges limit fluctuations in certain 
futures contract prices during a single day by regulations referred to as “daily price fluctuation limits” 
or “daily limits”. Under such daily limits, during a single trading day no trades may be executed at 
prices beyond the daily limits. Once the price of a contract for a particular future has increased or 
decreased by an amount equal to the daily limit, positions in the future can neither be taken nor 
liquidated unless traders are willing to effect trades at or within the limit. This could prevent the 
Madden from promptly liquidating unfavorable positions and subject the Fund to substantial losses. 

  
Futures contracts on U.S. Government securities historically have reacted to an increase or 
decrease in interest rates in a manner similar to that in which the underlying U.S. Government 
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securities reacted. Thus, the anticipated spread between the price of the futures contract and the 
hedged security may be distorted due to differences in the nature of the markets. The spread also 
may be distorted by differences in initial and variation margin requirements, the liquidity of such 
markets and the participation of speculators in such markets.  The General Partner has claimed an 
exemption from registration with the CFTC as a commodity pool operator pursuant to Rule 
4.13(a)(3) of the CEA, with respect to the Fund. 
 
Options 
Investing in options can provide greater potential for profit or loss than an equivalent investment in 
the underlying asset. The value of an option may decline because of a change in the value of the 
underlying asset relative to the strike price, the passage of time, changes in the market’s perception 
as to the future price behavior of the underlying asset, or any combination thereof. In the case of 
the purchase of an option, the risk of loss of an investor’s entire investment (i.e., the premium paid 
plus transaction charges) reflects the nature of an option as a wasting asset that may become 
worthless when the option expires. Where an option is written or granted (i.e., sold) uncovered, the 
seller may be liable to pay substantial additional margin, and the risk of loss is unlimited, as the 
seller will be obligated to deliver, or take delivery of, an asset at a predetermined price which may, 
upon exercise of the option, be significantly different from the market value. Over-the-counter 
options that the Partnership may use in its investment strategies generally are not assignable 
except by agreement between the parties concerned, and no party or purchaser has any obligation 
to permit such assignments. The over-the-counter market for options is relatively illiquid, particularly 
for relatively small transactions 
 
Forwards 
Forward contracts and options thereon, unlike futures contracts, are not traded on exchanges and 
are not standardized; rather, banks and dealers act as principals in these markets, negotiating each 
transaction on an individual basis. Forward and “cash” trading is substantially unregulated; there is 
no limitation on daily price movements, and speculative position limits are not applicable. For 
example, there are no requirements with respect to record-keeping, financial responsibility or 
segregation of customer funds or positions. In contrast to exchange-traded futures contracts, 
interbank traded instruments rely on the dealer or contracting counterparty to fulfill its contract. As 
a result, trading in interbank foreign exchange contracts may be subject to more risks than futures 
or options trading on regulated exchanges, including, but not limited to, the risk of default due to 
the failure of a counterparty with which the Fund has forward contracts. Although Madden intends 
to seek to trade with responsible counterparties, failure by a counterparty to fulfill its contractual 
obligation could expose the Fund to unanticipated losses. The principals who deal in the forward 
markets are not required to continue to make markets in the currencies or commodities in which 
they trade and these markets can experience periods of illiquidity, sometimes of significant 
duration. There have been periods during which certain participants in these markets have refused 
to quote prices with an unusually wide spread between the price at which they were prepared to 
buy and that at which they were prepared to sell. Disruptions can occur in any currency market 
traded by the Fund due to unusually high trading volume, political intervention or other factors. The 
imposition of controls by governmental authorities might also limit such forward trading to less than 
that which Madden would otherwise recommend, to the possible detriment of the Fund. 
 

New Issues of Municipal Bonds 
The Fund may purchase securities or bonds that are part of initial public offerings. The prices of these 
securities or bonds may be very volatile, and the issuers of these securities may be undercapitalized, have 
a limited operating history, and/or lack revenues or operating income without any prospects of achieving 
them in the near future. Some of these issuers may only make available a limited number of shares for 
trading and therefore it may be difficult for the Fund to trade these securities without unfavorably impacting 
their prices. In addition, investors may lack extensive knowledge of the issuers of these securities or bonds. 
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Leverage 
Madden may leverage the portfolio through tender option bond programs, residual interest bond financing, 
including without limitation, tender option bond programs, margin and other debt in order to increase the 
amount of capital available for investments. Although leverage increases returns to Investors if the Fund 
earns a greater return on the incremental investments purchased with borrowed funds than it pays for such 
funds, the use of leverage decreases returns to Investors if the Fund fails to earn as much on such 
incremental investments as it pays for such funds. In the event that the Fund leverages its portfolio, 
fluctuations in the market value of the portfolio will have a significant effect in relation to the Fund’s capital 
and the risk of loss and the possibility of gain will each be increased. In addition, when the Fund utilizes 
leverage, the level of interest rates generally, and the rates at which the Fund can borrow in particular, will 
be an expense of the Fund and therefore affect the operating results. Leverage increases the risk of 
substantial losses (including the risk of a total loss of capital), and leverage can significantly magnify the 
volatility of the portfolio. 

 
Limited Diversification 
The Fund may make investments that are concentrated in a particular type of security, industry, geographic 
location or market capitalization. The Fund’s state and issuer exposure may also be concentrated in one or 
a few states or issuers from time to time. This limited diversity could expose the Fund to significantly greater 
volatility than in a more diversified portfolio. 

 
Hedging 
The Fund may utilize certain financial instruments and investment techniques for risk management or 
hedging purposes. There is no assurance that such risk management and hedging strategies will be 
successful, as such success will depend on, among other factors, Madden’s ability to predict the future 
correlation, if any, between the performance of the instruments utilized for hedging purposes and the 
performance of the investments being hedged. Since the characteristics of many securities change as 
markets change or time passes, the success of the hedging strategies may also be subject to Madden’s 
ability to correctly readjust and execute hedges in an efficient and timely manner. There is also a risk that 
such correlation will change over time rendering the hedge ineffective. The portfolio is not expected to be 
completely hedged at all times and at various times Madden may elect to be more fully hedged and at other 
times hedged only to a limited extent, if at all. Accordingly, the Fund’s assets may not be adequately 
protected from market volatility and other conditions. 

 
Concentration of Investments 
The Fund intends to hold a concentrated portfolio of securities, which could expose the Fund to significantly 
greater volatility than a more diversified portfolio. Although the Fund has certain self-imposed guidelines, 
there is no limit on the amount of assets that can be invested in any particular position; therefore, a loss in 
any single position could materially reduce the Fund’s assets. In addition, the value of the Fund’s investment 
positions may decrease as a result of general economic conditions and/or an adverse event related to one 
or more of the issuers in which the Fund is invested. The Fund does not intend to hold a diversified portfolio 
which may expose the Fund to substantial losses in the event one or more concentrated positions 
experience substantial losses. 

 
General Economic and Market Conditions 
The success of the Fund will be affected by general economic and market conditions, such as interest rates, 
availability of credit, credit defaults, inflation rates, economic uncertainty, changes in laws (including laws 
relating to taxation of the Fund’s investments), trade barriers, currency exchange controls, and national and 
international political circumstances (including wars, terrorist acts or security operations). These factors 
may affect, among other things, the level and volatility of securities’ prices, the liquidity of the Fund’s 
investments and the availability of certain securities and investments. Volatility or illiquidity could impair the 
Fund’s profitability or result in losses.  
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In recent years, global markets experienced unprecedented volatility and illiquidity. The effects thereof are 
continuing and there can be no assurance that the Fund will not be materially adversely affected. These 
conditions have led to extensive governmental interventions. Such interventions have in certain cases been 
implemented on an “emergency” basis, suddenly and substantially eliminating market participants’ ability 
to continue to implement certain strategies or manage the risk of their outstanding positions.  It is impossible 
to predict what governmental restrictions may be imposed on the markets and/or the effect of such 
restrictions on Madden’s strategies. 
 
Limited Operating History and Dependence on Key Personnel 
Although the Principals have substantial investment experience, the Fund has limited history upon which a 
prospective investor may base its investment decision.  If Mr. Kasap ceases to be involved in the 
management of the Fund, such event may have a material adverse effect on the Fund. 

 
Start-Up Operations 
Alternative investment funds, such as this, have generally experienced a difficult fund-raising environment 
since the third quarter of 2008.  If Madden were to discontinue operations prematurely, the result could be 
adverse to the Fund which likely would be required to unwind, possibly in unfavorable market conditions 
and before the Fund has had a redemption opportunity to realize its investment objectives. 

 

Item 9:  Disciplinary Information 

 
Madden has no legal or disciplinary events to report that would impact the evaluation by a client, investor 
or prospective client or investor, of our advisory business or the integrity of our management.   

Item 10:  Other Financial Industry Activities and Affiliations 

Neither our Firm, nor any of our management persons are registered, or have an application pending to 
register, as a broker-dealer or a registered representative of a broker-dealer. 
 
Neither our Firm, nor any of our management persons are registered, or have an application pending to 
register, as a futures commission merchant, commodity pool operator, a commodity trading advisor, or an 
associated person of the foregoing entities. 
 
Lisa Giovannelli serves as the Chief Compliance Officer for Madden.  Ms. Giovannelli is a Managing 
Director with Hardin Compliance Consulting LLC where she provides compliance consulting and support 
services to registered investment advisers and private fund managers.  Aside from that, and the investment 
advisory and general partner relationships between Madden and the general partners, on the one hand, 
and the applicable Funds, on the other, neither Madden nor any of its management persons has a 
relationship material to Firm’s business or the Funds with any related persons that are among any of the 
following types of entities:  broker-dealer, municipal securities dealer, or government securities dealer or 
broker; other investment adviser or financial planner; futures commission merchant, commodity pool 
operator, or commodity trading advisor; banking or thrift institution; accountant or accounting firm; lawyer 
or law firm; insurance company or agency; pension consultant; real estate broker or dealer; sponsor or 
syndicator of limited partnerships.  
 
Madden does not recommend or select other investment advisors for our clients in return for direct or 
indirect compensation from such advisers, nor does Madden have other business relationships with any 
investment advisers so recommended or selected, in each case, that creates a material conflict of interest.  
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Item 11:  Code of Ethics 
 
Code of Ethics 

 
Madden has adopted a Code of Ethics for all supervised persons describing its high standard of business 
conduct and fiduciary duty to its clients. The Code includes provisions relating to the confidentiality of client 
information, a prohibition on insider trading, guidelines surrounding gifts and business entertainment items, 
personal securities trading procedures, conflicts of interest, among other things. All supervised persons 
must acknowledge the terms of the  Code annually, or as amended.   
 
Madden permits personal trading in accordance with a pre-clearance policy.  Transactions are reported to 
the Compliance Officer in accordance with regulatory reporting requirements as outlined in the Code and 
any transaction activity is monitored in order to reasonably prevent conflicts of interest between Madden 
and its clients and investors.   
 
A copy of our Code of Ethics will be provided to clients and investors upon request.   
 
Conflicts Related to the Adviser or its Employees Trading for Their Own Account   
Investments by Madden or its employees, for their own accounts, in securities that are also in client 
accounts could, or could appear to, interfere with Madden’s exercise of independent investment decision-
making in the best interest of our clients.  In addition, the timing of any trading in such securities by Madden 
or its employees could have a disadvantageous effect on the values, prices or trading strategies of the 
Funds.  This risk of conflict is addressed through our personal trading policy which requires that all 
transactions in reportable securities, with the exception of ETFs, be pre-cleared by the Portfolio Manager 
to ensure no disadvantageous effect on the Fund or client accounts.     

 
Item 12:  Brokerage Practices 

Broker Selection and Evaluation  

Madden has discretion over what securities and the amount thereof to be bought and sold for client 
accounts, the broker or dealer to be used as well as the commission rates to be paid.  In general, we seek 
to effect transaction in such a manner that the total cost or proceeds to client accounts is the most favorable 
under the circumstances.  Best execution is a qualitiative standard, not measuraed solely by reference to 
commission rates or price.  Paying a broker a higher commission rate than rates charged by other brokers 
is appropriate when the difference in commission rate is reasonably justified by the value of the brokerage 
services obtained.   
 
In selecting broker or dealers to execute transactions, we consider a number of factors, including but not 
limited to, the following:  trading expertise and experience, execution capabilities, commission rates, value 
of research or brokerage services provided, including the quality, comprehensiveness and frequency of 
proprietary research and the ability of the broker to provide access to management and industry specialists, 
customer service and operation efficiency and financial strength and stability.    
 
The research products and services furnished by brokers typically includes, among other things, written 
information and analyses concerning specific securities, companies or sectors; market, financial and 
economic studies and forecasts; statistics and pricing or appraisal services, discussion with research 
personnel, special execution capabilities, order of call, and the availability of stocks to borrow for short 
trades. 
 
The Portfolio Managers are responsible for trading and selecting brokers for trade execution on a 
transaction-by-transaction basis.  The Portfolio Managers perform a periodic review of the brokers used in 
order to evaluate the quality and value of brokerage services being provided.    
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Soft Dollars 
Madden has two soft dollar arrangements in place pursuant to which we receive third party research 
products and services, all of which meet the safe harbor criteria of Section 28 (e) of the Securities Exchange 
Act of 1934, as amended.  The types of proprietary research and other products and services we received 
during our last fiscal year from broker-dealers as part of the services offered to their trading customers and 
from third-party providers under our soft dollar arrangements include, but are not limited to, macroeconomic, 
quantitative and technical analysis from boutique research firms; Bloomberg; exchange fees; pricing 
services; software utilized for screening and technical analysis; order management software; written 
information and analyses concerning securities, sectors, market/economic studies and forecasts.  All such 
services satisfy the criteria of Section 28(e). 
 
The use of soft dollars may create conflicts of interest. First, the use of externally-developed research, 
whether purchased with soft dollars or directly, supplements and may at times partially supplant the 
research we perform internally. Because clients are responsible for both research expenses and brokerage 
commissions, the cost of external research is borne by the clients rather than the adviser regardless of the 
means of payment.  Also, the availability of external research could influence our selection of brokers and 
lead us to pay higher commission rates to research-providing brokers than the rates available from 
execution-only brokers, all in the manner we describe  above.  

Another potential conflict surrounding soft dollar usage arises when soft dollar credits generated by the 
trading of one client account are applied to obtain research benefiting different or multiple client accounts.   
At this time our client accounts are managed pursuant to a single investment strategy with trades allocated 
on a pro-rata basis.  Soft dollar credits are generated by certain transaction types across both accounts, 
therefore both accounts benefit.    

 
During our last fiscal year, we have taken into account the quality, comprehensiveness and frequency of 
available research and brokerage services considered to be of value provided by brokers when directing 
transactions to a particular broker.  We directed transactions to such brokers only consistent with best 
execution.  The Portfolio Manager monitors the transaction activity through in conjunction with the products 
and services received and paid for with soft dollars in order to evaluate the cost-benefit of the arrangement 
on an ongoing basis.   
 
Madden does not engage in the practice of seeking or considering client referrals from broker-dealers or 
directed brokerage arrangements.  
 
Trading Practices 
Madden understands that it has a fiduciary duty to clients by allocating securities involving more than one 
client in a fair and equitable manner.  For the two clients which are managed pursuant to the same 
investment strategy and, where permissible, are managed on a “pari-passu” basis , Madden uses an order 
management system to place trade orders which are automatically allocated pro-rata based upon pre-
established allocation percentages.  An order filled through a series of executions through the same broker 
on the same terms (e.g., market or limit order) on the same day is generally allocated using an average 
price.  Once an order is filled, however, subsequent orders for the same security on the same day will not 
be averaged with the filled orders already filled for allocation purposes.   
 

Item 13:  Review of Accounts 
 
Reviews 
The Portfolio Managers utilizes a portfolio management system and/or the prime broker systems to monitor 
fund investments, position concentration and certain other measures of risk and potential reward in the 
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portfolios on a daily basis and to determine consistency with the investment objectives, philosophy, strategy 
and methodologies outlined in each respective fund’s governing documents.   

 
Reporting 
Investors in the Private Funds receive a monthly capital statement from the Administrator.  On a periodic 
basis, Madden provides investor letters to investors in the Private Funds that generally include performance 
information, commentary, investment updates and organizational updates. 
   
On an annual basis, investors in the Private Funds receive a copy of the Fund’s audited financial statements 
prepared by the independent auditors and tax reporting information.  Madden provides quarterly  
information to the Firm’s registered investment company client in the form of certifications and 
questionnaires which are requested by the client’s Administrator, along with other ad hoc reporting 
information when requested.   
 

Item 14:  Client Referrals and Other Compensation 
 
Madden does not receive any economic benefit from anyone other than its clients for providing investment 
advice or other advisory services to its clients, nor do we compensate any person for client referrals. 

 
Item 15:  Custody 
 
Madden does not maintain physical possession of client cash and/or securities.  Physical location aside, 
however, Madden is deemed to have custody of client funds and securities within the meaning of Rule 
206(4)-2 of the Advisers Act as a result of the authority of Madden, together with the General Partners, to 
cause payments of management fees and other fund expenses to be made from the Private Funds, and 
the overall access of such persons to the funds and securities of the Private Funds. 
 
Consistent with the requirements under the Advisers Act, the assets of the Madden’s Private Funds are 
held in accounts maintained with our prime brokers, who are “qualified custodians” within the meaning of 
the Advisers Act.  Our prime brokers are registered broker-dealers that hold Fund assets in separate 
accounts (or in a separate customer account with records identifying the assets of each such Fund in 
accordance with applicable broker-dealer and custodial bank regulation). 
 
In addition, the annual financial statements of the Funds are prepared in accordance with GAAP, audited 
by an independent accounting firm registered with the Public Company Accounting Oversight Board and 
distributed to all investors within 120 days of the Funds’ fiscal year end.

 
Item 16:  Investment Discretion 
Madden has full discretionary authority over all assets it manages pursuant to investment management 
agreements.   Discretion is exercised in a manner consistent with the investment objectives and strategies 
described in the Private Fund offering materials. With respect to our investment company client, Madden’s 
ability to transact in certain securities may be limited by restrictions within the Investment Company Act 
and/or the prospectus and registration statement. 

Item 17:  Voting Client Securities 
 
Madden has the authority to vote client securities, which we exercise in accordance with our written proxy 
voting policies and procedure.  Our policy defines procedures for voting securities for the benefit of, and in 
the best interest of, our clients. The objective of voting a security in each case under our policy is to seek 
to enhance the value of the security, or to reduce potential for a decline in the security’s value. Our policy 
does not prescribe specific voting requirements or specific voting considerations. Instead, it provides 
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procedures for applying the informed expertise and judgment of our investment professionals on a timely 
basis.  

Madden does not consider it feasible or desirable to prescribe in advance comprehensive guidelines as to 
how the Firm will exercise proxy voting authority in all circumstances. The primary aim of our approach to 
corporate governance issues is to encourage a culture of performance among the companies in which we 
manage investments in order to add value to our clients' portfolios, rather than one of mere conformance 
with a prescriptive set of rules and constraints.  In our proxy voting policy, we describe some factors we are 
likely to consider when approaching votes on matters where some general observations may be drawn, but 
the facts and circumstances of the issuer at the time of each vote ultimately guides our voting decision.   

 
Madden will use reasonable efforts to determine whether a potential conflict may exist with respect to voting 
proxies.  We are sensitive to conflicts of interest that may arise in the proxy decision-making process, and 
we have identified potential conflicts as part of our policies and procedures. Materiality determinations will 
be based on an assessment of the particular facts and circumstances and in consultation with outside legal 
counsel.  If we determine that a material conflict of interest exists between the interests of Madden and the 
interest of our clients with respect to a particular vote, we will retain a proxy voting service, or turn to another 
independent third party, to the determine the manner in which such vote should be cast.   
 
We will provide a copy of our proxy voting policy and/or information regarding our voting record to clients 
and investors upon request.  
 

Item 18:  Financial Information 
 
Madden does not require or solicit prepayment of any fees six months or more in advance and does not 
have any financial condition that would impair its ability to meet contractual commitments to clients. 

 

Item 19:  Requirements for State-Registered Advisers 
 
Item 19 is not applicable to Madden. 

 


