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Item 2. Material Changes

Since our last annual update was filed in March 2021, we have the following material change to
report:

Item 4 — Advisory Business — Information regarding IRA rollover recommendations and how this
creates a conflict of interest were added. Please see Item 4 for additional detail.

Additional information about Paladin Advisors, LLC is available via the SEC's web site
www.adviserinfo.sec.gov. The SEC's web site also provides information about any persons

affiliated with Paladin Advisors, LLC who are registered, or are required to be registered, as
investment adviser representatives of Paladin Advisors, LLC.


http://www.adviserinfo.sec.gov/
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Item 4. Advisory Business

Paladin Advisors, LLC (“Paladin”) is an independent, registered investment adviser based in
Kensington, New Hampshire. The company assists individual and institutional clients in designing
and implementing global investment programs. We offer investment strategy development,
investment management, research services, and consulting on special projects. We also offer a full
array of financial, estate & tax-planning services. Our services are available to other investment
firms on a sub-advisory basis.

Advisory fees represent our only compensation. As fiduciaries, we put our clients’ interests first,
always.

Paladin Advisors has been in operation since 2008. The firm is owned by its employees,; Karen Parker
Feld is the principal owner. Our corporate culture promotes excellence, accountability, transparency,
humility, and prudence. We take a team approach to supporting clients and solving problems.

A. Financial Planning & Investment Services

These include, but are not limited to, the following:

Investment Management

Portfolio audits
e Assessment of investment objectives and investment risk tolerance
o Drawdown limit, target rate of return, income requirements, cash needs
e Development of Investment Policy Statements (across all investable assets)
e Strategic and dynamic asset allocation strategies
e Selection of investment vehicles
e Trade execution and opportunistic rebalancing of portfolio
e Periodic Market Outlook and Strategy reports
e Consolidated quarterly performance reporting and analysis
e Monitoring and evaluation of other client assets
e Comprehensive annual asset allocation and performance review

Financial & Estate Planning
e Institutional planning, distribution strategies and cash management
e Personal financial and retirement plans
e Retirement income planning
e Estate and family giving strategies
e Charitable giving strategies
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Tax Planning
e Tax-aware asset allocation and fund selection
e Optimal asset location by account type
e (Capital gains estimates, income estimates and tax-loss harvesting
e Pre vs. post-tax performance reporting

Educational Planning
e Optimizing allocations to and selection of 529 plans
e Managing investment mix of 529 and other educational assets

Cash Management
e Periodic and recurring transfers across accounts and to third parties
e Required minimum distributions from IRAs
e Management of cash and cash-equivalent portfolios

B. Tailored Services and Investment Restrictions

Paladin Advisors tailors its investment management based on an evolving analysis of
clients’ risk tolerance and investment objectives. If a client wishes, Paladin will
incorporate assets managed elsewhere into the design of an overall investment strategy.
At clients’ request, Paladin will exclude or include investments in specific securities or
types of securities, within a sustainable-investing framework. Our investment
recommendations are not limited to any specific product or service offered by a broker
dealer or insurance company.

C. IRA Rollover Recommendations

Effective December 20, 2021 (or such later date as the US Department of Labor (“DOL")
Field Assistance Bulletin 2018-02 ceases to be in effect), for purposes of complying with
the DOL's Prohibited Transaction Exemption 2020-02 (“PTE 2020-02") where applicable, we
are providing the following acknowledgment to you.

When we provide investment advice to you regarding your retirement plan account or
individual retirement account, we are fiduciaries within the meaning of Title | of the
Employee Retirement Income Security Act and/or the Internal Revenue Code, as
applicable, which are laws governing retirement accounts. The way we make money
creates some conflicts with your interests, so we operate under a special rule that requires
us to act in your best interest and not put our interest ahead of yours. Under this special
rule’s provisions, we must:
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e Meet a professional standard of care when making investment recommendations
(give prudent advice);

e Never put our financial interests ahead of yours when making recommendations
(give loyal advice);

e Avoid misleading statements about conflicts of interest, fees, and investments;

e Follow policies and procedures designed to ensure that we give advice that is in your
best interest;

e Charge no more than is reasonable for our services; and

e Give you basic information about conflicts of interest.

D. Assets under Management

As of February 28", 2022, Paladin Advisors had $291,412,641 in regulatory assets under
management, of which $280,582,093 were discretionary assets and $10,830,546 were non-
discretionary. Paladin also had $26,282,790 in client assets under our advisement.

Item 5. Fees and Compensation

Paladin offers an array of services, which may be secured individually or as a package tailored to
the needs of each client:

A. Financial & Investment Plan Set-Up

Services can be contracted individually, or as a package. One-time fees range from
$2k-10k depending on the complexity of the work

¢ Investment portfolio audit

e Comprehensive financial and retirement plan

e Strategic investment plan and current allocation targets
e Portfolio transition strategy and execution support

B. Paladin Partners’ Streamlined Investment Management

0.5% of AUM, or minimum of $1k/year

e Model-based dynamic asset allocation and automated portfolio rebalancing
e Access to wide array of investment vehicles

e Quarterly portfolio reports and periodic Market Outlook and Strategy letters
e Streamlined annual portfolio and financial plan review

¢ Online financial and portfolio tools
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C. Paladin Full-Service Wealth Management
Includes all of the above, plus:

e Customized strategic and dynamic asset allocation strategy

¢ Integration of assets held elsewhere into portfolio management

e Opportunistic portfolio rebalancing

e Customized income and cash-management strategies

e Customized portfolio analysis and performance attribution

e Comprehensive annual review at clients’ preferred location

¢ Ongoing phone, videoconferencing and email consultation, as needed

Full-service investment management incurs an annual fee that is computed as a
percentage of the assets under management, as follows:

1.0% for the first $2,500,000
0.8% for the next $2,500,000
0.6% for the next $5,000,000
0.4% for amounts over $10,000,000

For non-profit clients Paladin charges a flat 0.5% fee on assets under management
Paladin charges a $10,000 minimum annual fee for full-service clients, and $1,000 for Partners
D. Consulting on special projects
$250/hour; will quote project fee

The manner in which fees are invoiced and paid is established in each client’s Investment
Services Agreement. Paladin generally invoices advisory fees on a quarterly basis, in arrears.
Clients may elect to be billed directly or to authorize Paladin to directly debit fees from their
brokerage account(s). Accounts that are initiated or terminated during a calendar quarter will
be charged a prorated fee. Advisory fees will not generally be prorated for any capital
contributions or withdrawals made during the applicable calendar quarter.

An estimate for financial and investment planning services under Option A (Financial &
Investment Plan Set-Up) will be provided prior to the commencement of work. If a client
chooses to proceed with full-service wealth management under Option C, any payments for up-
front work will be credited towards future advisory fees.
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Paladin’s advisory fees are separate and distinct from the fees and expenses charged by mutual
funds, exchange-traded funds (described in each fund’s prospectus), and separate account
managers, which generally include a management fee and other fund expenses. Further, there
may be transaction charges associated with the purchase or sale of securities. Paladin does not
share in any portion of the brokerage / transaction fees charged by the custodian that holds the
client's funds. Indeed, Paladin seeks to minimize these costs to our clients by relying primarily
on cost-effective, no-load, passively-structured investment vehicles. Neither Paladin, nor its
employees, accepts any compensation for the sale of securities or other investment products,
including asset-based sales charges or service fees from the sale of mutual funds.

Sub-advisory fees are based on the assets under management for which the client is seeking
advice, and the scope of the advisory work. These fees are billed on a quarterly basis, in arrears.
Consulting and/or project fees are agreed with clients in advance, based on the scope of work.

Paladin groups client accounts that belong to an extended family for the purposes of determining
overall portfolio size and fee breakpoints. Full-service wealth management clients, who have
been clients longer than 5 years (longstanding clients), will enjoy a waiver of the first fee
breakpoint. Where assets under advisement represent a significant share of a client’s portfolio,
we may charge a lower fee on the entirely of the clients AUM/AUA. These schedules are
available upon request.

Either party may terminate the advisory agreement at any time by providing each other written
notice. This notice requirement may be waived at the firm's discretion. If the client notifies
their custodian that they are terminating the custodial account linked to a separately-
managed account with Paladin, the firm will consider this a notice of termination. Upon
termination of an account, any earned & unpaid fees will be due and payable.

Upon notice of termination, Paladin will have no obligation to recommend or take any
actions with regard to the securities, cash or other investments in a terminated account
but may, at the firm's discretion, assist the client in liquidating assets and in effecting
the transfer of assets to a new custodian.

Item 6. Performance-Based Fees and Side-By-Side Management

Paladin does not charge any performance-based fees (fees based on a share of a client’s capital
gains). However, should our clients’ portfolios appreciate as a result of our investment strategy,
Paladin will benefit. In this way, our interests are aligned with those of our clients.



\{_PALADIN

Item 7. Types of Clients

Paladin serves individual and institutional (non-profit) clients that seek professional
management of their investments, within a holistic planning framework. Our services are also
available to other wealth-management firms seeking to outsource some or all of their
investment functions. All services derive from the firm’s focus on strategic planning and
dynamic asset allocation, and all are provided on a fee-only basis. We receive no compensation
apart from the advisory fees paid by our clients.

a. Full-Service Clients

Clients that are in or approaching retirement, as well as those with complex planning and
investment needs, typically select our full-service option (C), to which we apply a minimum
annual fee of $10,000. In order to meet our fiduciary duty to clients, Paladin directs clients
with fewer assets to our lower-cost Paladin Partners offering.

b. Paladin Partners

Paladin Partners is the default service model for clients with assets of less than $1,000,000.
While there is no asset minimum, a minimum annual fee of $1,000 will be charged. Paladin
Partners assets are held at TD Ameritrade, one of the firm’s two custodians. These portfolios
are managed dynamically and rebalanced through a model-based process. Communications
are streamlined, with a focus on the annual financial plan update and investment portfolio
review.

c. Institutional (Non-Profit) Clients

Institutional clients typically do not require extensive planning services or tax considerations
in investment management decisions. Paladin Advisors is proud to support non-profit
organizations with a discounted flat fee of 0.5% for our full-service offering, with a minimum
annual fee of $5,000.

Item 8. Methods of Analysis, Investment Strategies and Risk of Loss

Investment management offers three potential sources of long-term return: asset allocation,
market timing, and security (or manager) selection. Of these three, asset allocation—the
distribution of investment capital across broad market segments and fundamental risk factors—
is the most important and reliable source of long-term return. Market timing and security
selection may add value from time to time, but are subject to greater uncertainty and higher
costs. Hence, at Paladin Advisors, we focus on achieving the optimal allocation of our clients’
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assets, reflecting their long-term investment goals and tolerance for market risk, as well as
changing market conditions.

The foundational principles of our asset allocation process are diversification, value-based

investing, and efficient execution. Diversification promotes greater stability and consistency of
investment returns over time. Value investing improves the balance of reward vs. risk over the
long run. Efficient execution minimizes the drag on returns from fees, trading costs, and taxes.

a. The importance of diversification

Asset classes have been are defined to represent fundamental economic and market risk
factors (i.e., equity, credit, interest rate, liquidity, and currency risk). These risks vary over
time, with the dynamics of the business cycle and markets. For example, equity risk is
lowest when the economy is in an upswing, whereas interest rate risk is subdued when
inflation is falling and/or growth is slowing. The premium that investors receive for
bearing these risks (i.e., the excess return over risk-free US Treasury bills) thus also varies
over time. To the extent that these underlying risk factors are distinct and, therefore,
uncorrelated with one another, an asset allocation that is diversified across asset classes
will exhibit less volatility than a portfolio that is relatively concentrated.

A principal focus of our asset allocation strategy is to understand these risk factors and
the relationships among them, so that we can achieve well-diversified and stable
portfolios for our clients. We draw upon a wide investment opportunity set, including
stocks, bonds, real estate, and commodities. Within the equity portion of our clients’
portfolios, we seek diversification across large and small capitalization stocks, value- and
growth-oriented stocks, and U.S. and international stocks. For the fixed income portion
of the portfolio, we utilize US government bonds, municipal bond funds & ladders,
mortgage-backed securities, international and emerging market bonds, and (on an
opportunistic basis) corporate and high-yield bonds.

Additionally, we include in clients’ portfolios a diversified array of real assets. These are
investments that historically have held their value in the face of rising inflation, and
include inflation-protected bonds, real estate, energy and other commodities. These
investments not only serve as an inflation hedge, they offer portfolio diversification.

Globally-oriented investing is another key source of diversification. The U.S. market
represents only 40% of global market capitalization, and there are large and varied
opportunities overseas. Our training and professional experience give us an advantage
in identifying global investment opportunities and managing the associated risks.
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We do not generally recommend that our clients invest in “alternative assets” such as
private equity or hedge funds. These typically entail high fees, higher tax/transaction
costs, and illiquidity. Small investors find it difficult to gain access to the minority of
funds that have consistently demonstrated superior performance. The large majority of
private equity and hedge funds have delivered lower returns over the last 20 years, net of
fees and capital gains taxes, than comparable investments in the public markets.

b. The importance of value

Even well-diversified portfolios may experience large fluctuations, as the performance of
(and relationships among) asset classes are unstable. Correlations tend to rise when
equity markets are falling, leaving investors without the benefit of diversification when
they need it most. Correlated declines occur when many markets become
simultaneously overvalued—as occurred in the period leading up to the 2008-09 global
financial crisis. In such circumstances, diversification may not be sufficient to protect an
investment portfolio from severe losses.

For these reasons, we manage our clients’ asset allocations dynamically, within a
disciplined, value-oriented framework. We establish ranges around clients’ long-term
target allocations, within which we adjust exposures. We utilize valuation indicators to
reduce clients’ investments in market sectors that have become clearly overvalued, while
increasing investments in those that are undervalued. This approach increases the
likelihood that we are buying securities when prices are (relatively) low and selling when
they are (relatively) high, thus improving portfolios’ balance of reward vs. risk.

Although valuation is an important criterion guiding how our portfolios are invested,
there are limits to which we will move our clients’ allocations away from their long-term
strategic targets. We believe that it is important to maintain well-diversified portfolios at
all times, given the inherent uncertainty and volatility of markets. Moreover, since there
are substantial tax and trading costs associated with allocation changes, we only adjust
our clients’ targets when the evidence of mis-valuation is clear and convincing.

As markets advance and decline, some assets in a portfolio perform better than others.
Rebalancing involves selling (buying) assets that have appreciated (fallen) in value, in
order to bring a portfolio’s exposures back in line with targets. Intelligent rebalancing
combines this value-oriented approach with a commitment to minimizing trading and
tax costs. Deferring rebalancing decisions until a portfolio’s exposures have moved
materially (i.e. 10-20%) from target helps separate the 'signal’ from the 'noise’ in market
movements, ensuring that the gains from rebalancing are sufficient to offset the cost.



\{_PALADIN

Value investing typically produces higher compound returns over the long-term, but
requires discipline and consistency in the face of volatile markets. A value-oriented
strategy may result in a client’s having less exposure to a rapidly-rising market than
he/she might wish, or more exposure to a poorly-performing sector that remains
stubbornly out-of-favor. For this reason, our approach is best-suited for clients with a
long investment horizon. Over short- to medium-term horizons, growth-oriented
investments may significantly outperform value, a risk clients must be willing to bear.

c. The importance of efficient execution

Management fees, trading costs and taxes can take an enormous toll on long-term
investment returns. Therefore, we seek the most cost-effective execution of our clients’
portfolio strategies. Ample research has demonstrated that capital markets are efficient,
meaning that individual security prices generally reflect all publicly-available information.
Indeed, financial markets are so competitive that few investors—even professional
ones—routinely profit at the expense of others.

Rather than pay high fees for actively-managed funds, we rely principally on cost-
effective passive investment vehicles (index- and exchange-traded funds, or ETFs) that
are designed to track broad market sectors. While cost effective, passive vehicles will not
predominantly alter their exposures based upon the market outlook. In less liquid asset
classes (i.e.,, emerging market equity and debt, commodities) and in fixed-income sectors
where there are multiple factor risks to be managed, we are more inclined to pay for
active management. Modest allocations to actively-managed strategies are
accommodated in core-satellite portfolio structures that remain cost-effective.

We are scrupulous about tax efficiency. Combined federal and state income tax rates
now exceed 40% for many affluent families. They confront additional taxes on
investment income, rising capital gains and dividend tax rates, and new limits on
itemized deductions. Given the heavy tax penalty on investment returns, we seek to limit
the realization of taxable gains and income to what is strictly necessary.

In addition to utilizing low-turnover, tax-efficient investment vehicles, we pay close
attention to the distribution of investments across various taxable and tax-deferred
accounts. Moreover, we rely on tax-loss harvesting techniques to neutralize realized
capital gains whenever possible.
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All investments bear risk of loss, over the short- or long-term. These include systematic
market risk, security-selection, foreign currency risk and illiquidity risk. Paladin’s
investment approach is geared toward limiting losses through control of portfolio
drawdowns; our objective is to maximize returns on a risk-adjusted basis.

d. Sources of information

We undertake primary research to develop estimates of projected long-term returns,
volatilities, and correlations across assets classes. We rely on an array of valuation and
cyclical indicators in order to construct our strategic and dynamic portfolio allocation
targets. In developing this research, we rely on a wide variety of sources including
economic and market data, industry research, academic papers and data aggregation
services.

Paladin receives research from a variety of investment firms, including Dimensional Fund
Advisors, Fidelity, TD Ameritrade, and other brokerage firms. The availability of these
services is not contingent upon Paladin’s committing any specific amount of trading
business to the various brokerage firms. Paladin does not receive any soft dollar benefits
from TD Ameritrade, Fidelity, or other brokerage firms. Paladin does not, and would
not, direct client transactions to a particular broker in return for client referrals or any
other service or product.

e. Types of investments

We rely principally on cost-effective passive investment vehicles that are designed to
track their respective market segment or asset class. These include equity and fixed-
income mutual funds, as well as exchange-traded funds that meet our criteria for
liquidity, cost, consistency, and tracking risk. In less liquid asset classes (i.e., emerging
market equity and debt, and commaodities) and in fixed-income sectors where there are
multiple factor risks to be managed, we are more inclined to pay for active management.
Modest allocations to actively-managed strategies can be accommodated in core-
satellite portfolio structures that remain cost effective overall. We generally do not hold
individual securities, unless these are legacy client positions, part of a municipal bond
ladder, or held in a separately-managed account (see Section 12 below).

10
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Item 9. Disciplinary Information

Registered investment advisers are required to disclose all material facts regarding any legal or
disciplinary events that would be material to the evaluation of Paladin or the integrity of its
management. There are no legal or disciplinary events pertaining to Paladin, its principals or
employees, to report.

Item 10. Other Financial Industry Activities and Affiliations

None of Paladin’s management persons are registered, or have an application pending to
register, as a broker-dealer or a registered representative of a broker-dealer. Further, none of
Paladin's management persons are registered, or have an application pending to register, as a
futures commission merchant, commodity pool operator, commodity trading advisor, or an
associated person of the foregoing entities.

Paladin does not receive any compensation directly or indirectly from any investment funds or
advisors we recommend or select for our clients, as detailed in paragraph 14 below.

Item 11. Code of Ethics

Paladin has adopted a Code of Ethics for all supervised persons of the firm, describing its high
standard of business conduct, and fiduciary duty to its clients. The Code of Ethics includes
provisions protecting the confidentiality of client information, prohibitions on insider trading
and rumor mongering, restrictions on the acceptance of significant gifts and the reporting of
certain gifts and business entertainment items, and personal securities trading procedures,
among other things. All supervised persons at Paladin must acknowledge annually, and
continuously abide by, the terms of the Code of Ethics.

Paladin anticipates that its principals and employees may wish to execute a personal transaction
in the same security(ies) recommended to, or held by, clients of the firm. We adhere to the
principle that our team should have “skin in the game” with regard to the strategies we execute
on behalf of our clients. It is Paladin’s policy that all such transactions first be executed in client
accounts, before any employee or management person may buy or sell the same security.
Although it is unlikely that a principal or employee of Paladin could benefit from trading ahead
of clients, since the firm relies principally on passive investment vehicles whose prices are set at
the end of the trading day, we have established this rule to ensure clients’ interests are always
given priority.

Paladin’s clients or prospective clients may request a copy of the firm's Code of Ethics by
contacting Sean McMullen.

11
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Item 12. Brokerage Practices

Paladin relies primarily on two custodians, TD Ameritrade and Fidelity Investments, for
brokerage services. The firm will typically recommend the use of one or both of these firms,
provided that such recommendation is consistent with meeting its fiduciary duty to clients.
Paladin Partners assets are custodied and traded at TD Ameritrade.

The factors considered in selecting these custodians are the firms’ ability to provide professional
services, their reputation, the quality and cost of trade execution, and the quality of the online
platform afforded to clients, among other factors. However, with the exception of individual
bonds, Paladin does not survey or shop the brokerage marketplace for best execution on a
transaction-by-transaction basis.

As part of our agreements with TD Ameritrade and Fidelity, Paladin and its clients receive the
following at no extra charge:

e Client account information online

e Online trade execution at preferential rates

e Capital gains analysis, tax reporting statements & portfolio rebalancing tools
e Voice brokerage for securities that cannot be traded online

e Real-time pricing for equities and ETFs

e Closing security prices for mutual funds

e Practice management and compliance updates

e Economic and market research

e An array of financial planning tools

The availability of these services is not contingent upon Paladin’s committing any specific
amount of trading business to either broker. Paladin does not receive any soft dollar benefits
from TD, Fidelity, or other brokerage firms. Paladin does not, and would not, direct client
transactions to a particular broker in return for client referrals or any other service or product.

We also utilize the prime brokerage services of Advisors Asset Management (AAM) for our
municipal bond ladders, Parametric Portfolio Associates (Parametric) for execution of our
proprietary investment strategies, and Van Hulzen Asset Management (Van Hulzen) for the
execution of their covered call strategy.

Most trading decisions for Paladin’s full-service private and institutional clients are executed
individually, given the high degree of customization of client portfolios. Additionally, private
client transactions are assessed in terms of their tax efficiency, which requires individual analysis

12
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of most trading decisions. As a result, our clients may not receive the benefits of reduced
transaction fees that such aggregation of trades could provide to them. However, Paladin
clients do receive the benefit of tailored and tax-efficient portfolio management.

Paladin Partners portfolios are executed and allocated through a model-based block-trading
approach that is scaled to meet the investment objectives of each client. As a result, Paladin
Partners may receive better execution, but do not benefit from portfolio customization.

When client trades in the same security are bunched in a single ("block”) order, Paladin will
attempt to fill client orders by day-end. If the block order is not filled by day-end, the Chief
Investment Officer will allocate shares executed to underlying accounts on a pro rata basis,
adjusted as necessary to keep client transaction costs to a minimum and in accordance with
specific account guidelines. If a block order is filled (full or partial fill) at several prices through
multiple trades, an average price and commission will be used for all trades executed. All
participants receiving securities from the block trade will receive the same average price, and
only trades executed within the block on a single day may be combined for the purposes of
calculating the average price.

In directing the use of a particular broker or dealer for all or a portion of the trades executed in
client accounts, it should be understood that, with respect to such trades, Paladin will not have
authority to negotiate commissions among various broker dealers on a trade-by-trade basis.
We may not be able to obtain volume discounts, so best execution may not be achieved. In
addition, a disparity in commission charges may exist between the commissions charged to the
client for such trades and those charged to other clients. That said, trading commissions are at
present low and fairly uniform, so the difference in cost between individual client and block
trades are de minimis.

Paladin reserves the right to decline acceptance of any client account for which the client
directs the use of a broker if the firm believes that this choice would hinder its fiduciary duty
to the client and/or its ability to service the account.

Item 13. Review of Accounts

Paladin’s Chief Investment Officer, Chief Compliance Officer and Investment Advisors review
client portfolios on a bi-weekly basis, to assess whether they are in line with target asset
allocations. When allocations differ materially from target (i.e., a deviation greater than +/-20%)
the portfolio is rebalanced. When markets are turbulent, client allocations are reviewed more
frequently, to protect portfolios from losses or take advantage of extraordinary opportunities
that may arise.

13
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All clients receive consolidated quarterly performance reports to supplement their monthly
account statements and trade confirmations from the firm’s custodians, Fidelity Investments and
TD Ameritrade.

Paladin statements may vary from those provided by our custodians as a result of different
accounting procedures, reporting dates, or valuation methodologies of certain securities. These
performance reports are accompanied by a cover letter that explains and interprets each client’s
portfolio results in the context of our governing investment strategy. Clients also receive our
periodic Market Outlook and Strategy letter, which discusses market developments and their
implications for our strategies.

Item 14. Client Referrals and Other Compensation

Neither Paladin nor its employees receives or pays referral fees from any advisors that we
recommend, or by whom we are recommended.

Item 15. Custody

Custody is defined as any legal or actual ability by the firm to access client funds or securities.
All client funds and securities are held with one or more “qualified custodians.” However,
although Paladin does not take actual possession of client funds or securities, the firm is
deemed to have constructive custody of certain client accounts, since we directly debit our fees
from client accounts. Paladin urges all of its clients to carefully review and compare the reports
of account holdings and/or performance results they receive from Paladin to those they receive
from their qualified custodian(s). Any discrepancies should be reported to Paladin and/or the
qualified custodian immediately.

Item 16. Investment Discretion

Clients of Paladin’s services typically grant the firm discretion over investment decisions (i.e., the
type and amount of securities to be bought and sold) on their behalf. Any limitations on the
firm’s discretion are spelled out in clients’ Investment Policy Statements (IPS). In all cases,
discretion is exercised in a manner that is consistent with the objectives outlined in the IPS.
Paladin may not deduct funds or securities from client accounts, except for the payment of
advisory fees, as detailed above.

14
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Recipients of Paladin’s research bear sole responsibility for the application and customization of
any investment advice they receive from Paladin. They may adapt or disregard the firm’s
investment recommendations, as they deem appropriate.

Item 17. Voting Client Securities

Paladin does not vote proxies for clients. Clients receive proxy statements from their custodial
firm(s), TD Ameritrade and/or Fidelity Investments, and are welcome to contact us with
questions about a particular issue. Paladin does not ask their separate account managers to
vote proxies on behalf of its clients.

Item 18. Financial Information

Under no circumstances does Paladin earn fees in advance of services rendered, and
therefore Paladin has no obligation to disclose its firm financials as part of this Brochure.
Paladin has no financial condition that impairs its ability to meet our contractual obligations to
its clients, and has never been the subject of a bankruptcy proceeding.
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