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ltem 2: Material Changes

This brochure dated March 31, 2013 does not comtaynmaterial changes. Brochures were last
updated on March 20, 2012. This amendment refldwnges to our assets under management

and other non-material changes.
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Item 4: Advisory Business

Paradigm Asset Management Company, L.L.C. (“Paragidpegan providing advisory services
in 1988 and was registered under the Investmenis&dy Act of 1940 in 1989. The principal
owners of Paradigm are James Francis and Gregary Pa

As of March 31, 2013ye managed $967,555,478.26 of client assets, $68336.16 managed
on a discretionary basis and $352,407.022.10 manage non-discretionary basis.

We provide discretionary investment advisory sewido a variety of institutional clients
through separate accounts. Separate accountschefdct a custodian for their account and we
charge a quarterly fee for management of assets. offér our clients the following domestic
and international equity products:

Large Capitalization Value
Small Capitalization Growth
Small Capitalization Core
All Capitalization
International Equity

Global Equity

Our equity products are all based on our belief tladuable information exists in market data
primarily derived from the public disclosures ostitutional investors’ holdings. We capture
and process this information in a proprietary dasagband use its powerful screening and
portfolio construction tools to build portfoliosrfour clients.

We endeavor to create diversified portfolios comsipg highly liquid securities and designed to
offer investors favorable reward to risk charastess. We follow certain self-imposed
limitations to minimize concentration in any onewséty or industry which are designed to
reduce risk through diversification.

Customized Portfolio Management Servideasnost cases, we are capable of offering our tdien
customized portfolio management services in théowoehg forms: (i) customized portfolios
based on our existing products and/or technology; @) existing portfolio products that are
modified to comply with the client's social respinkty guidelines €.g., tobacco company
excluded portfolios) or other investment restrigto

We do not participate in any wrap fee programs.
Item 5: Fees and Compensation.

We receive fees for our services based on a pewgerdf the value of the assets in the client’s
account. These are referred to as “asset-bassd féée also offer clients the ability to establish
performance-based fees, as more fully describedruirkerformance-Based Fees.” None of our
clients currently have performance-based fees.



Fee ScheduleOur current schedule of asset-based fees, inclutfisgminimum amount for
opening an account and minimum annual fee, is lasfe.

L arge Capitalization Products. Large Capitalization Value

Minimum amount for opening an acco®#0 million
Minimum Annual Fe&75,000

0.70% annually on the first $50 million of assets
0.60% annually on the next $50 million of assets
0.40% annually on the next $50 million of assets
0.30% annually on any portion of assets over $1Bidom

Small Capitalization Products: Small Capitalization Growth and Small Capitalization Core

Minimum amount for opening an acco®#0 million
Minimum Annual Fee&100,000

0.75% annually on the first $50 million of assets
0.60% annually on the next $50 million of assets
0.50% annually on the next $50 million of assets
0.40% annually on any portion of assets over $1Bbm

All Capitalization Products: All Capitalization

Minimum amount for opening an acco®#0 million
Minimum Annual Fee100,000

0.80% annually on the first $25 million of assets
0.65% annually on the next $75 million of assets
0.50% annually on any portion of assets over $10bm

International Products: I nternational (World ex-US) Equity and Global Equity (World)

Minimum amount for opening an acco® million
Minimum Annual Fe&50,000

1.00% annually on the first $25 million of assets
0.85% annually on the next $75 million of assets
0.70% annually on any portion of assets over $10bm

These fees and minimums may be negotiable in iddali cases upon specific client request.
Any reduction of any fee or minimum is determinedely in our discretion. We reserve the
right to change our fee schedule at any time, totiate a performance-based fee, or to adjust
our fee and/or minimums with respect to any cleshive deem appropriate in light of the overall
facts and circumstances. Asset-based fees argetham a client’'s total investment in all
products (assets are combined for fee calculatiorpgses). Paradigm’s advisory fees are
exclusive of brokerage commissions, transactiors fard other similar trading costs and
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expenses which shall be incurred by the clieneag&® see “Item 12 — Brokerage Practices” for
further discussion of our brokerage practices.

Payment of FeedAsset-based fees are payable quarterly in arveidingn 30 days of the end of
the calendar quarter on the average assets undwgeraent on the last day of each month
during the quarter. The assets under managemaethtedast day of the month shall not include
amounts contributed to the account during the tlate business days of the month but shall
include assets withdrawn from the account by tlentduring the last three days of the month.

Termination:Our clients have the right to terminate their inwent advisory agreement at any
time without penalty. Generally, if the agreementerminated on any day other than the last
day of a month, the fee for the last quarter shalbased upon the average of the assets under
management (i) on the last day of each full monithingy such quarter the agreement was in
effect and (ii) on the agreement’s termination dpte-rated for the partial month).

General Information on Asset-Based Fe€fents who have engaged Paradigm over time may
have investment advisory agreements with us wheridas services are provided for lesser fees
than the current asset-based fee schedule discabsgd.

Performance-Based Fee¥Ve may offer performance-based fee arrangementdidnts who
request such arrangements. Any performance-bagedrfangement is determined solely in our
discretion. None of our clients currently havefpenance-based fees. Performance-based fees
may be calculated as a percentage of returns, @ipascentage of the increase in net asset value,
and may be tied to a client-directed benchmarleasd see “Performance-Based Fees and Side-
by-Side Management.”

Assets Under Management By Cash-Only Advis&ssets managed by client selected cash
money managers for residual cash either not inddsgeParadigm or not allocated to Paradigm
also incur separate advisory fees up to the pbmtassets are then invested and supervised by
Paradigm. Paradigm will not participate in thesfé®at are charged separately.

Iltem 6: Perfor mance-Based Fees and Side-By-Side M anagement.

We may offer performance-based fee arrangementsieints who request such arrangements.
None of our clients currently have performance-tidses. We may face conflicts of interest in
managing accounts that have a performance-based tke same time that we manage accounts
that only have an asset-based fee, including haamgncentive to favor those accounts for
which we receive a performance-based fee becausevilvereceive a higher fee if their
performance exceeds the applicable benchmark. I¥densanage multiple accounts according to
the same investment strategies.

It is our policy not to favor the interest of onigent over another. We address the conflicts of
interest created by “side-by-management” by hadngade allocation policy designed so that
trades are allocated among client accounts inrafal equitable manner over time.

Regardless of their fee arrangements, when we neam@gounts according to the same
investment strategy, we anticipate that those adsowill generally have the same investment



opportunities and be invested in the same or sinskcurities with the same or similar
weighting. However, there are often differencethgnature or amount of securities that we buy
or sell for client accounts, because of a variétiactors, including, among others:

» Specific client investment objectives

» Cash available in the account for investment

* Client-imposed investment restrictions

* Investment restrictions imposed by laws or regateti

» Actual and anticipated cash inflows and outflowsliant accounts
» Size of client account

* Deal size

» Current industry or issuer exposure in the clietbant

* Rounding to whole lots (for example, 100 shares)

» Other practical limitations

We allocate securities among client accounts bagetie above factors and typically will make
preliminary allocation determinations before place block order. We will allocate all other
block trades among client accounts by the openingading on the next business day of the
market on which the securities at issue primamidé. More detailed information about our
allocation and aggregation practice is found uriBeokerage Practices.”

[tem 7: Types of Clients.

We provide investment advisory services primailyristitutions such as trusts, estates, or other
charitable organizations, pension and profit slganmplans, State or municipal government
entities, and corporations or business entitiesrdtin those previously listed.

U.S. Department of Treasury Capital Purchase ProgrdCPP”): In connection with the CPP
under the Emergency Economic Stabilization Act,psavide ongoing valuations of the equity
and debt securities issued by public and privatanitial institutions in the CPP and other
programs, including many of Treasury's investm@antmall and community banks. In addition,
we provide Treasury with analysis of the finanaaindition, capital structure, and risks of
financial institutions, and may assist in executtrgnsactions consistent with the Treasury's
investment policy for the management and dispositiits assets.

This description of our clients is not exhaustine a&ve may at times provide advisory services to
other types of clients.

Item 8: Methods of Analysis, Investment Strategies and Risk of L oss.

Our equity products are all based on our belief Yaduable information exists in market data
primarily derived from the public disclosures oftiutional investors’ holdings. We use this
information in addition to financial newspapers,gazines, research materials and regulatory
filings obtained in our normal course of busine¥ge then capture and process this information
in a proprietary database and use its powerfulesing and portfolio construction tools to build
portfolios for our clients.



We endeavor to create diversified portfolios cosipg highly liquid securities and designed to
offer investors favorable reward to risk charastess. We follow certain self-imposed
limitations to minimize concentration in any onewwéty or industry which are designed to
reduce risk through diversification.

Our investment process employs multiple levelsisk control throughout the process; from
research to portfolio construction and trading.chrelogy is a key component of these efforts
which include, but are not limited to: (i) screemia universe that comprises a high degree of
benchmark names; (ii) utilizing a quantitativelyivén model that focuses on risk-adjusted
performance; and (iii) building a high diversifigartfolio. Each portfolio is measured using
various metrics and we impose various constramtgrévent the portfolio from accumulating
undesired over or underexposure to any one sect@ecurity. We use various portfolio
analytics to confirm portfolio exposures from bathstyle and risk standpoint. We employ
automated and manual processes to ensure cliedelopgs are adhered to throughout the
investment process.

The significant investment strategies, methodsnaflysis, and related material risks of each of
our equity products are set forth below. Investimeme not guaranteed; investing in securities
involves risk of loss that clients should be prepatio bear.

Significant Strategies and Methods of Analysige use both active and quantitative strategies.
Our objective is to achieve enhanced returns aweg through timely stock and sector selection
while controlling relative risk and costs. Our istrment strategy dynamically identifies and
captures the drivers of performance of each progach month into a diversified and risk-
controlled portfolio. Our process dynamically adafu the subtle changes driving performance
of each product and re-positions the portfolio.

Our process uses several screens to identify mflenearket data based upon institutional
ownership. From this information, a specific unseof securities is identified and ranked based
on a proprietary ranking algorithm. A mean-varianpémization routine is utilized to build an
efficient portfolio designed to maximize expecteturn and minimize volatility relative to the
product’s benchmark index. Each portfolio is rehatd monthly to capture new market
information.

The portfolio construction process, including bupdasell decisions, is systematically
implemented utilizing portfolio optimization techiogy. The resulting portfolio features broad
diversification across a wide variety of sectorsl amdustries. Furthermore, any given security
exceeds its weight in the benchmark index by noentioan a specified percentage at the time of
purchase in an effort to minimize the risk ass@datith any individual security.

Material Risks The material risks of investing in our equity guots are as follows:

« Market risk— the risk that the prices of the securities heildl fluctuate sometimes
rapidly and unexpectedly. These fluctuations mayseathe price of a security to
decline for short- or long-term periods and catmesecurity to be worth less than it
was worth when purchased. The recent financialiscigs caused a significant



decline in the value and liquidity of many secesti Because these events are
unprecedented, it is difficult to predict their mégde or duration. In response to the
crisis, the U.S. government and the Federal Reskawe taken steps to support
financial markets. The withdrawal of this suppoould also negatively affect the
value and liquidity of certain securities. In adzh, legislation recently enacted in
the U.S. calls for changes in many aspects of Gmmegulation. The impact of the
legislation on the markets, and the practical iogtlons for market participants, may
not be fully known for some time.

Investment style risk the risk that stocks of a specific investmegtestlike value
stocks, may not perform as well as stocks of aedbfit investment style, like growth
stocks, or as well as the stock market in gendrgdarticular product’s focus on a
specific investment style increases the potentdtility of its return.

Security selection risk the risk that securities selected for a prodnat perform
differently than expected.

In addition, for the Small Capitalization and Albpitalization Products:

Capitalization risk— the risk that investments in the stocks of smahld mid-
capitalization companies may be more volatile amsk lliquid than the stocks of
larger companies. Small- and mid-capitalizatiorclesomay also underperform other
types of stocks or be difficult to sell when th@eemy is not robust, during market
downturns or when small- or mid-capitalization &®are out of favor.

In addition, for the International Equity and GllkEquity Products:

Foreign Investment risk investments in securities of foreign issueroive greater
risk than investments in securities of U.S. issuémsreign countries may have
markets that are less liquid, less regulated ancemolatile than U.S. markets, may
suffer from political or economic instability andagnexperience negative government
actions, such as currency controls or seizuresrighfe businesses or property. In
some foreign countries, less information is avaddabbout issuers and markets
because of less rigorous accounting and reguladtagdards than in the United
States. The effect of recent, worldwide economistability on specific foreign
markets or issuers may be difficult to predict oralaate, and some national
economies continue to show profound instability,ichkhmay in turn affect their
international trading partners.

Currency risk —the value of investments in securities denominatedoreign
currencies increases or decreases as the ratexludrge between those currencies
and the U.S. dollar change. Currency exchangs cate be volatile, and are affected
by factors such as general economic conditionsattiens of the U.S. and foreign
governments or central banks, the imposition ofemwey controls and speculation.

GeoPolitical risk — the risk that an investment’s returns could esuffs a result of
political changes or instability in a country. lalsility affecting investment returns



could stem from a change in government, legislabedies, other foreign policy
makers, or military control. Geo-Political riskdmnes more of a factor as the time
horizon of an investment gets longer.

Product specific details follow:

Large Capitalization Value

Security Universe approximately 1,000 large capitalization value s@tes
Securities in Typical Portfolio 200 to 150 securities

Benchmark Index Russell 1000 Value Index

Securities generally will not exceed Benchmark Wwelly more than 4.0% at cost

Small Capitalization Growth

Security Universe approximately 1,000 to 2,000 small capitalizationwth securities
Securities in Typical Portfolio approximately 200 securities

Benchmark Index Russell 2000 Growth Index

Securities generally will not exceed Benchmark Wwelyy more than 4.0% at cost

Small Capitalization Core

Security Universe approximately 2,000 small capitalization core séiies
Securities in Typical Portfolio approximately 200 securities

Benchmark Index Russell 2000 Index

Securities generally will not exceed Benchmark Wwelgy more than 4.0% at cost

All Capitalization

Security Universe approximately 3,000 all capitalization securities

Securities in Typical Portfolio approximately 100 to 200 securities
Benchmark Index Russell 3000 Index

Securities generally will not exceed Benchmark Wwelgy more than 4.0% at cost

International Equity (World ex-US)

Security Universe approximately 500 to 1,000 international securities
Securities in Typical Portfolio approximately 100 to 200 securities

Benchmark Index MSCI All Country World ex-US Index and/or MSCI EAREex
Securities generally will not exceed Benchmark Wwelgy more than 4.0% at cost

Global Equity (World)

Security Universe approximately 500 to 1,000 global securities

Securities in Typical Portfolio approximately 100 to 200 securities

Benchmark Index MSCI All Country World Index

Securities generally will not exceed Benchmark Wwelyy more than 4.0% at cost
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Item 9: Disciplinary Information.
Not applicable.
Item 10: Other Financial Industry Activities and Affiliations.

Neither Paradigm nor any of our management pers®n®gistered, or has an application
pending to register, as a broker-dealer, registeeguesentative of a broker-dealer, futures
commission merchant (“FCM”), commodity pool opera{d6CPO”") or commodity trading
advisor (“*CTA"). In addition, neither Paradigm nany of our management persons is an
associated persaf an FCM or a CPO or CTA.

Neither Paradigm nor any of our management persagss relationship with any third party that
creates a material conflict of interest with Pagadi Paradigm does not have any arrangement in
which we are compensated for recommending or setecther investment advisers for our
clients, nor do we have any other business relslipnwith an investment adviser that would
create a material conflict of interest with respgeacbur management of assets for our clients.

ltem 11: Code of Ethics, Participation or Interest in Client Transactions and Per sonal
Trading.

We have adopted a Code of Ethics (“Code”), in otdanitigate and manage conflicts of interest
that may exist or arise in connection with perscsedurities transactions and the receipt or
solicitation of gifts by our employees. Below ibref summary of the Code.

The Code contains restrictions applicable to athwf employees and requires every employee to
understand and adhere to the following generatppies:

. comply with applicable laws;
. at all times, place the interest of clients befoeesonal interests;
. execute personal securities transactions consistgtthe Code, so as to avoid

any actual, potential or perceived conflict of nett, or any abuse of an
individual’s position of trust and responsibility;

. not take inappropriate advantage of his or hertjposivith or on behalf of any
client; and
. not receive or give gifts if intended to impropenhfluence, or would have the

appearance of improperly influencing, any brokeealdr, adviser, financial
institution, current or former client, supplier gbods or services to Paradigm or
any client, or issuer of securities.

Our Code also contains the following additionatniegons:

. Access Persons must obtain pre-clearance from @@ Before participating in
any private placement, OTC trading, IPO or limitéfring;
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. Access Persons may not utilize nonpublic matenfdrimation in the course of
rendering investment advice or making investmentsiens;

. Employees may not sell to or purchase from anyntlisecurities or other
property of which the employee has or will acqueneficial ownership, except
securities of which such client is the issuer;

. Members of Paradigm’s Investment Committee musivegpre-clearance from
the CCO before serving on the board of any pubtieged company.

Potential conflicts of interest may exist betwearddigm and its clients. To the extent an
activity causes a potential conflict, Paradigm wifclose the nature of the activity giving rise to
the conflict. Prior to engaging in any potentiatignflicting business activity employees must
obtain approval from the CCO. Employees are redutce report any conflict of interest or

perceived conflict of interest to the CCO. In daah, employees must report personal conflicts
or perceived personal conflicts that may exist leetwthe employee and Paradigm or our clients.

We will provide a copy of our Code of Ethics to aignt or prospective client upon request.
ltem 12: Brokerage Practices.

Selection and Compensation of Broker-Deal&snerally, we receive full discretion from our
clients to choose broker-dealers through whom &retitens may be executed. When selecting a
broker-dealer to execute a client trade, it ispalicy, consistent with investment considerations,
to seek the most favorable net results under tleemistances based on the information available
at the time. Such considerations take into acctagtors such as price, size of order (including
the broker-dealer’'s ability to effect the transactiwhere a large block is involved)/market
impact and commission. We will also take into astaa broker-dealer’s ability to discover and
access markets that will yield the best price aretetion. Paradigm will also consider, among
others, factors such as the broker-dealer's trading execution, clearing and settlement
capabilities, past history of prompt and reliableaution of client trades, financial stability,
reputation, operational efficiency, maintenance ciént confidentiality, depth of services
(including research and coverage), access to nsakked access to capital to accommodate
trades.

Negotiated commissions take into account the diffycinvolved in execution, the time taken to
conclude the transaction, the extent of the bralealer's commitment, if any, of its own capital
and the amount involved in the transaction. As embully described below, negotiated
commissions may also take into account whetheroorsoft dollars are generated or research
services are provided by a broker-dealer.

In the selection of broker-dealers, we do not aelher any rigid formulas but weigh a
combination of the factors described above baseth@mformation available at the time of the
trade under the current circumstances. The owvegidbjective in the selection of broker-
dealers is their ability to secure the best possiecution of orders taking into account all of
the foregoing factors. “Best execution” is not @eymmous with the lowest brokerage
commission. Consequently, in a particular transad client may pay a brokerage commission
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in excess of that which another broker-dealer migate charged for executing the same
transaction. While we generally seek reasonably paditive commission rates, we do not
necessarily pay the lowest spread or commissiofiail@ When selecting broker-dealers to
execute transactions, we are not required to saticmpetitive bids and do not have an
obligation to seek the lowest available commissiost, but rather best overall execution.

Client Directed Brokerageln certain relationships, a client may wish to iretdiscretion over
the broker-dealer selection and perhaps the conunisate for purposes of executing either a
portion of the transactions or all of the transawsi to be effected for such client account(s).
When a client instructs us to direct a portion le# securities transactions for its account to a
designated broker-dealer, the client has made &sidecto retain some control over broker-
dealer selection and services. In particular, iattthe direction as a decision by the client to
retain, to the extent of the direction, the disorethat we otherwise would be given by the client
to select broker-dealers to effect transactions thiedother terms of the trade for the client’s
account. A client that is considering a directeakbrage arrangement should consider carefully
whether the designated broker-dealer's commissi@xgcution, clearance and settlement
capabilities, and whether any fees or service berobenefits to be paid or provided by the
broker-dealer to the client, will be comparablethe terms that we or the client could obtain
without directed brokerage.

We believe that directed brokerage arrangementsresylt in additional costs to the client and
may adversely affect the performance of the clgericcount. We believe that the potential
benefits derived from any directed brokerage, egpaeimbursement or commission recapture
program may be offset by, including but not limited (i) the impediments to achieving best
execution; (ii) our potential inability to nego&athe same favorable commission rates as those
obtained for clients which do not impose such resbins; (iii) clients being unable to participate
in certain block purchases or sales of securitiest (iv) the broker-dealer's unwillingness to
commit capital. The directing client may pay higle®mmissions or receive less favorable
execution on some transactions because the destphabker-dealer may maintain a higher
commission schedule or provide less favorable ser@.g., trading through non-institutional
trading desks).

There are two different types of directed brokeragéent fully directed brokerage and client
suggested brokerage.

Client Fully Directed BrokerageFor clients that provide instructions whereby thient fully
retains trading authority that we would otherwisevédn to select broker-dealers and negotiate
commissions with such broker-dealers on such céebehalf, we will follow the client’s
direction to use the designated broker-dealer evieen we might be able to obtain a more
favorable price and execution from another brolealer for a transaction on behalf of such
client’s account. Orders for clients that direcikerage may be placed separately from and after
the completion of orders for non-directed account® the extent that orders for such client
accounts are placed after the orders for othentsljghe price of the securities purchased or sold
for such client accounts may be adversely affectdd.a result of the foregoing, a client that
directs brokerage may not receive best executiotmamsactions effected through the designated
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broker-dealer. As a result of these consideratidimected brokerage accounts may not generate
returns equal to those of non-directed accounts.

Client Suggested Brokeragé&or clients that provide us with “suggested” bralge instructions
(subject to our obligation to seek best executiam®,will treat the client’'s direction to use the
designated broker-dealer for their account’s séegritransactions as a suggestion for the
selection of the broker-dealers that we would oties have the discretion to select and with
which we would normally negotiate commissions parguo the discretionary authority granted
to us under the investment management agreementhetclient. If a client suggests we direct
a portion of its securities transactions to a destiegd broker-dealer in return for the broker-dealer
providing services directly to the client, we willake every effort to accommodate directed
brokerage requests while simultaneously seekingrtdect trade execution quality for the
directing client as well as other clients in sitaas where: (i) no specific brokerage allocation
targets are set by the client; or (ii) the clieaesignates a specific target.

In situations where we believe that the designhte#ter-dealer can provide best execution on a
particular securities transaction, we will use d@st efforts to meet the client's brokerage
selection criteria. The ability to do so is affatty various factors, including but not limited to
cash flow in the account. We, however, may notabke to meet the client direction target
percentage in all cases. If the broker-dealenigrity with whom we typically execute large
volumes of securities transactions for our cliettisre is an increased likelihood that the client’s
target may be met. In addition, we typically monibur satisfaction of client directed brokerage
requests on a calendar basis. Therefore, any othasurement by the clierd.g.,rolling year)

of our satisfaction of the client’s request maydurce different results.

Soft Dollar Arrangements: We may use a broker-dealer who provides usefularekeand
securities transaction services even though a lmeermission may be charged by a broker-
dealer who offers no research services and mingealrities transaction assistance. Research
services may be useful in servicing all of ourmige and not all of such research may be useful
for the account for which the particular transactwas effected. Certain services may require
more or less brokerage transactions with a padichroker-dealer than may be the overall
industry norm for obtaining these services. Inateging the amount of brokerage transactions
required to obtain a particular service, we considenong other things, the availability of the
particular service from other broker-dealers. Wk mot receive cash compensation from any
broker-dealer wishing to provide us research sesvic

We have soft dollar arrangements with brokeragedito receive research and other products in
exchange for brokerage commissions from clientstnations. Our use of commissions or soft
dollars to pay for research products or servichs #athin the safe harbor for soft dollars created
by Section 28(e) of the Securities and ExchangeofAi&B34. We may cause an account to pay a
broker-dealer a commission higher than that whratttzer broker-dealer might have charged for
effecting the same transaction in recognition af ttalue of products and research services
provided by the broker-dealer; provided, that weehdetermined, in good faith, that the amount
of such commission is reasonable in relation tovélee of the brokerage and research services
provided. The brokerage and research servicesnebitdoy us may include a broad variety of
financial and related information and services that believe assist our advisory function.
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Where a product or service obtained with soft dsllarovides administrative, as well as
execution and research, assistance to us, we maasanable allocation of the cost that may be
paid for with soft dollars. There is a potentiainflict of interest in soft dollar arrangements
because we may have an incentive to trade or dnabés in order to pay for brokerage, research
products and/or services.

Principal Bids: In the execution of any trade, the originator af thade wishes to achieve the
best possible execution while simultaneously mining the uncertainty associated with market
fluctuations. In a principal bid, the originatayraes with the executor to execute the entire trade
for a set price relative to an agreed upon bencksizch as the previous night’s closing price for
the securities being traded. In a normal ageragetrthe broker-dealer charges a commission
for trading, and the client bears all the risklad £xecution. In a principal bid, the price of gve
single transaction is known ahead of time and tio&dr-dealer shoulders all the risk of market
fluctuations. The cost of the trade may be thowjlds a combination of a commission and an
expected cost of trading the position. The berddfithis to the originator is that it allows the
trade to be executed in one day without any impract market fluctuations or lack of liquidity,
thereby achieving a substantial decrease in tha tmist (commission + market impact) of
executing a trade, particularly for small cap stck

We do not currently engage in principal bid tratises but may do so in the future. However,
if we do engage in principal bids, we will instrubtoker-dealers to complete the trade
confirmations in accordance with our Principal Bidlicy. We will ask broker-dealers to cancel
and re-bill all principal trades that are not damaccordance with our Principal Bid Policy.

Our Principal Bid Policy provides that all tradenfionations reflect the entire cost of a principal
bid as a mark-up/mark-down and any broker-dealed dsr a trade on a principal bid basis is
instructed to record its capacity as principal. d&idnally, our Principal Bid Policy provides
that, in the event we engage in any principal ahgaction, each advisory client will be
provided with a letter explaining our procedures éaecuting client orders on a principal bid
basis.

Trade Allocation Procedures:We may consider many factors when determining wdrettn
investment is appropriate for allocation to a mar client's investment portfolio, including,
but not limited to, some or all of the followingctars: (1) the investment objectives of the client;
(2) the potential investment needs of the clieBf;the existing diversification of the portfolio;
(4) existing levels of portfolio ownership in thevestment and in similar types of companies;
and (5) liquidity factors, including the availabjiiof cash to fund the investment.

We typically will make preliminary allocation deteinations before placing a block order. We
will allocate all other block trades among clienstaunts by the opening of trading on the next
business day of the market on which the secutiéssue primarily trade.

Pre-Allocated Block Transactionslf a complete execution of a pre-allocated blo@ngaction

occurs on a trade date, the purchased or soldiseswill be allocated among the applicable
accounts in accordance with the pre-determinectatilon at a single average execution price,
before taking into consideration the commissionykngp or mark-down. We may execute
transactions in the same securities on behalf nbimber of accounts, including accounts in
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which we and our officers or employees may havieantial interest. Accounts in which we or
any of our officers, members or employees has &flmal interest, other than our proprietary
accounts, may participate in a complete executiame-allocated block trade with unaffiliated
client accounts if these accounts participate atdhme average execution price as the client
accounts, before taking into consideration the c@sion, mark-up or mark-down.

If an order is partially filled, we typically wilbllocate the securities among the participating
client accounts in the pre-allocation onpao rata basis. However, if client accounts
participating in the order include accounts of mifesubject to the Employee Retirement Income
Security Act of 1974, as amended (“ERISA”), themtai@ accounts in which we or any of our
officers, members or employees has a beneficialest, to the extent prohibited under ERISA,
may not participate in partial executions of a gllecated security transaction until after all non-
affiliated, participating client accounts have bééed.

Other Block Transactions: In some instances, we may not make preliminarycations prior

to placing a trade order. Prior to the openingrading on the next business day on the market
on which the securities at issue primarily trade, will allocate those securities among suitable
client accounts, taking into account such facteré deems appropriate, including some or all of
the factors enumerated above for allocating trapeerally. If, during the evaluation of client
portfolios that can participate in an executed greee determine that the order execution is a
“partial fill” of client portfolio needs, we will Bocate the order among client portfolios opra
rata basis. However, if client accounts participatinghe order include ERISA accounts, then
certain accounts in which we or any of our officereembers or employees has a beneficial
interest, to the extent prohibited under ERISA, mayparticipate in partial executions of a pre-
allocated security transaction until after all redfiiated, participating client accounts have been
filled.

In certain circumstances, we may deviate from #gegal trade allocation process. These
includeif an allocation would result in an insignificantmber of shares being allocated to a
particular portfolio relative to the size of thatcaunt. In such a circumstance, we will determine
an allocation that is fair and reasonable amongfatie accounts involved in the order. We may
allocate pre-allocated orders on a basis diffefiemh the pre-allocation statement if the reason
for the different allocation is approved by the @bisnce officer or its designee by the end of the
trading day on which the final allocation takescgla Once trades have been allocated, we may
reallocate the trades only in unusual circumstartés to recognition of specific account
restrictions. Any reallocation must be approvedhs/Chief Compliance Officer or his designee
by the end of the trading day on which the fin&d@dtion takes place.

Aggregation: On occasions where a number of accounts are aitegat purchase the same
securities, we may, but are not obligated to, agafeeorders to purchase or sell securities with
our private accounts. We will review, as applieabkach account’s investment objectives,
investment restrictions, cash position, need fquitlity, sector concentration and other objective
criteria so as to ensure a fair and equitableeagagion of client orders.
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[tem 13: Review of Accounts.

Our Investment Committee reviews each “model” mbiaf prior to the commencement of
transactions. Each client account is built frora thodel portfolios. On an on-going basis, all
accounts receive periodic reviews by a member @f lhvestment Committee regarding
performance, compliance with investment policyestants, and appropriate allocations or other
specific criteria. We employ automated and manquatesses to ensure client guidelines are
adhered to throughout the investment process. Chief Compliance Officer also reviews client
accounts on a periodic basis using automated amdaharocedures to monitor compliance with
client investment guidelines. More frequent orcsglereviews may be conducted due to changes
in client investment policy, additions or withdrde/&o accounts, or due to world, economic or
market events, or at a client’s specific request.

We provide all clients a periodic report on a montiasis. These reports indicate performance
of the account for the period, current accountizda, fundamental portfolio characteristics and
all buy and sell transactions which have takenelduring the preceding period. These reports
are in addition to and separate from confirmationstransactions provided by broker-dealers
executing client transactions and statements peavithb clients by the client’'s independent

custodian.

We also provide clients with certain weekly, mogthduarterly and/or ad hoc reports as
requested and/or specified in the individual clentvestment management agreement.

ltem 14: Client Referralsand Other Compensation.

Currently, we do not have any third party refemabngements. However, we may pay fees to
persons for client referrals, as permitted by RR06(4)-3 under the Advisers Act. In general,
payments to a solicitor may include a fixed fegyescentage of amounts invested and/or a
percentage of the advisory fees earned by us oadt@unts of clients referred by the solicitor.
Payments will generally be made for a limited pemd time unless otherwise negotiated.

Item 15: Custody.

We do not have custody of client assets. Cliealscs their own qualified custodians, such as
banks or broker-dealers to maintain client fundsemurities. Clients receive account statements
directly from their custodians. In addition, clisreceive account statements from Paradigm.
When clients receive an account statement frontlies)ts are encouraged to compare it to the
account statement they received from their cusiodiBhe two statements should be consistent.
However, there may be differences in market valligs to Paradigm and a client’s custodian
using different pricing sources to value securitietd in clients’ portfolios. Other differences
can be attributed to account statements being getkby clients’ custodians on a trade date or
settlement date basis.

Item 16: I nvestment Discr etion.
Paradigm has discretionary investment authority dibrclient accountsj.e., the authority to

select the securities and the amount of such se=uto purchase or sell for the client’'s account
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without obtaining specific client consent for thersaction. Clients provide such written
authority to us through the advisory contract eedanto between Paradigm and the client. Our
discretionary investment authority allows us to aga each client’'s portfolio subject to the
client’s investment objective and reasonable inmesit restrictions, if any.

A client may place reasonable restrictions on dssretionary authority. Such restrictions shall
be in writing and must be agreed to by us. Whildient may modify any restriction, such
modification shall take effect when received intuag and accepted by us in writing.

The following provides a sampling of the typesmfastment restrictions clients may request:

. no investment in Macbride securities

. no investment in Sudan or Iran securities

. no investment in Tobacco securities

. percentage limitation for investments in ADRs
. capitalization limitation for investment

The above list is not exhaustive. We will discasy client restrictions and determine how they
will be applied on a case by case basis. As dészliabove, we employ automated and manual
processes to ensure client guidelines are adherbaddughout the investment process.

ltem 17: Voting Client Securities.

When a client retains us as investment adviserclibat's investment management agreement
will state whether or not the client has authorimedto vote the securities in their account. We
have adopted policies and procedures for whereatdtias given us this voting authority

When we have been delegated the authority and me#plity to vote the proxies of clients, we
are required to vote proxies in the best interegthose clients. We have engaged Broadridge
Investor Communications Solutions, Inc. (“Broadetigto administer our proxy voting policy
and to assist us in voting client securities. R®xvill be voted in accordance with the voting
recommendations contained in the Broadridge Proxgting Manual (“Proxy Voting
Guidelines”). In the event that the Proxy Votingi@lines do not address how a proxy should
be voted, the proxy will be voted in accordancenvidtoadridge recommendations. In the event
that we determine that there is a material condifcinterest between Paradigm and a client: (i)
Broadridge shall vote such proxy in accordance withProxy Voting Guidelines or Broadridge
recommendations; (ii) we shall disclose such confld the client and obtain written direction
from the client; (iii) we shall suggest that théent engage another party to determine how to
vote the proxy; or (iv) we shall engage anothedtpiarty to determine how to vote the proxy.

Clients who wish to obtain either a copy of our>8r&/oting Policy or information as to how
proxies for their accounts were voted during thestmecent 5-year period ended June 30 should
make a request of our Chief Compliance Officer:l{§)phone at 212-771-6100; (2) by fax to
212-771-6156; (3) by email to grp@paradigmasset.com(4) by mail to Paradigm Asset
Management Company, LLC, 44&amilton Avenue, 1% Floor, Room 1203, White Plains, New
York 10601, Attention: Chief Compliance Officer.
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[tem 18: Financial Information.

Not applicable. We do not require or solicit prgpant of any advisory fees in advance. We
have no financial commitment that impairs our #&pilto meet contractual and fiduciary
commitments to clients, and we have not been thgesuof a bankruptcy petition in the past.
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