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Definitions for Part Il

Related person - Any officer, director or partaapplication or any person directly or indireatiyntrolling, controlled by, or under
common control with the application, including amn-clerical, non-ministerial employee.

Investment Supervisory Services - Giving contirimyestment advice to a client (or making investisiéor the client) based on the
individual needs of the client. Individual needslide, for example, the nature of other clienetssand the client's personal and
family obligations.

1. A.  Advisory Services and Fees (check the applichoxes) For each type of service provided, state the apmate % of
total advisory billings from that service.
Applicant: (See instruction below.)
(1) Provides iINVeStMENTt SUPEIVISONY SEIVICES ooooiiiiiiieieeieeeeuueennnnnneaa e e e e e e s aeaaeeeeeeeeennennennnnnnnnnnnns 100 %
O (2) Manages investment advisory accounts not ifglinvestment SUPErvisory Services.........coe-... %
O () Furnishes investment advice through consuhatimt included in either service descrlbed above %
O (4) |Issues periodicals about securities by SUBBINP..............oooiiiiiiiiiiiii e %
O (5) Issues special reports about securities nttdied in any service described above................ %
O (6) Issues, notas part of any service describedeglany charts, graphs, formulas, or other de\wtesh %
clients may USe t0 EVAIUALE SECUNLIES ... caoccueiiiei it e e etiie e et e e et ee et e e et e e e e et e e e e aneeeeeanns
O (7) On more than an occasional basis, furnishegady clients on matters not involving securities..... %
O (8 Provides a timing SEIVICE. .......uuuuuuumcemmaeeeeeiiniiiaaaaaeeeseeeeeaeeaeeeeeeeeeaneeesnnnnnnaaaans %
O (9) Furnishes advice about securities in any manaedescribed above.................eu e eeeeeeeenens %

(Percentages should be based on applicant'sdaat fiear. If applicant has not completed it fissal year, provide
estimates of advisory billings for that year aratesthat the percentages are estimates.)

B. Does Applicant call any of the services it dtegtabove financial planning or some similar term?.. Yes No
O

C. Applicant offers investment advisory servioas f(check all that apply)

(1) A percentage of assets under management O (4) Subscription fees

O (2) Hourlycharges O (59 Commissions

O (3) Fixed fees (notincluding subscription fees) (6) Other

D. For each checked box in A above, describe8atredule F:
¢ the services provided, including the name of arblipation or report issued by the adviser on a
subscription basis or for a fee

« application's basic fee schedule, how fees aregellaand whether its fees are negotiable

« when compensation is payable, and if compensaipayable before service is provided, how a client
may get a refund or may terminate an investmenisadycontract before its expiration date

2. Type of Clients- Applicant generally provides investment advize (check those that apply)

A. Individuals O E. Trusts, estates, or charitable organizations

O B. Banks or thrift institutions O F. Corporations or business entities other thasettisted above
O C. Investment companies G. Other (describe on Schedule F)

O D. Pension and profit sharing plans

Answer all items. Complete amended pages in fulljrcle amended items and file with execution pag@ége 1).
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3. Types of InvestmentsApplicant offers advice on the following: (checlogle that apply

A.  Equity Securities H.  United States government securities
(1) exchange-listed securities
(2) securities traded over-the-counter l. Opticontracts on:
(3) foreign issuers (1) securities
O (2) commodities
B Warrants
J. Futures contracts on:
C. Corporate debt securities O (1) tangibles
(other than commercial paper) O (2) intangibles
D. Commercial paper K. Interests in partnerships investing in:
O (1) real estate
E. Certificates of deposit O (2) oil and gas interests
O (3) other (explain on Schedule F)
O F. Municipal securities
O L Other (explain on Schedule F)
G. Investment company securities:
O (1) variable life insurance
O (2) variable annuities
O (3) mutual fund shares

4, Methods of Analysis, Sources of Information, and laestment Strategies.
A. Applicant's security analysis methods includeheck those that apply)
Q) Charting 4) Cyclical
2) Fundamental (5) O Other (explain on Schedule F)

3) Technical

B. The main sources of information applicant usekide: (check those that apply)

Q) Financial newspapers and magazines (0 Timing services

2) Inspections of corporate activities (6)X] Annual reports, prospectuses, filings with the
Securities and Exchange Commission

3) Research materials prepared by others (B Company press releases

@ 0O Corporate rating services (8)[d Other (explain on Schedule F)

C. The investment strategies used to implemeanirav@stment advice given to clients include: @hthose that

apply)
Q) Long term purchases (5) Margin transactions
(securities held at least a year)
2) Short term purchases (6)[x] Option writing, including covered options,
(securities sold within a year) uncovered options or spreading strategies
3) Trading (securities sold within 30 days)
(7) O Other (explain on Schedule F)
4) Short sales

Answer all items. Complete amended pages in fulljrcle amended items and file with execution pageége 1).
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5.

Education and Business Standards.

Are there any general standards of educatiomsinbss experience that applicant requires of timvsdved in Yes
determining or giving investment advice t0 CIEMES2..........uuuuiiurieiiiiiieeee e e e e e

(If yes, describe these standards on Schedule F.)

Education and Business Background.
For:
¢ each member of the investment committee or groapdbtermines general investment advice to be dgivetients, or

« if the applicant has no investment committee ougreach individual who determines general investradvice given
to clients (if more than five, respond only for ith&ipervisors)

e each principal executive officer of applicant ocleperson with similar status or performing simflarctions.
On Schedule F, give the:

e name e formal education after high school
e year of birth ¢ business background for the preceding five years

Other Business Activities. (check those thalygpp

O A. Applicant is actively engaged in a business iothan giving investment advice.

O B. Applicant sells products or services other timwestment advice to clients.

O C. The principal business of applicant or its ppatexecutive officers involves something otheartlproviding investment

advice.
(For each checked box describe the other acsyitieluding the time spend on them, on Schedile F.

Other Financial Industry Activities or Affilians. (check those that apply)

O
O

Applicant is registered (or has an applicatienmgling) as a securities broker-dealer.

w >

commodity trading adviser.
C. Applicant has arrangements that are materi# #dvisory business or its clients with a relgtedson who is a:

(1) broker-dealer O (7) accounting firm

(2) investment company (8) law firm

(3) other investment adviser (9) insurance company or agency

(4) financial planning firm (10) pension consultant

(5) commodity pool operator, commodity trading (11) real estate broker or dealer
adviser or futures commission merchant

O
O
O
O

O 00000

(For each checked box in C, on Schedule F idetitéyrelated person and describe the relationstdgle arrangements.)

D. Is applicant or a related person a generahgam any partnership in which clients are stéidito Yes
101V USSP PRPPPRS

(If yes, describe on Schedule F the partnershigsahat they invest in.)

Applicant is registered (or has an applicatienging) as a futures commission merchant, comm@adity operator or

(6) banking or thrift institution O (12) entity that creates or packages limited gasinips

No
O

Answer all items. Complete amended pages in fulljrcle amended items and file with execution pag@ége 1).
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9. Participation or Interest in Client Transactions

Applicant or a related person: (check thosedbaty)

O A.  As principal, buys securities for itself from ells securities it owns to any client.

O B.  As broker or agent effects securities transastfor compensation for any client.

O C.  As broker or agent for any person other thaleatceffects transactions in which client secastare sold to or

bought from a brokerage customer

D. Recommends to clients that they buy or sell s&esi or investment products in which the applicama
related person has some financial interest.

E.  Buys or sells for itself securities that it alsoommends to clients.

(For each box checked, describe on Schedule F thieesmpplicant or a related person engages in thessgactions and what

restrictions, internal procedures, or disclosuresuged for conflicts of interest in those trarnisast)

10.

11.

Conditions for Managing Accounts. Does thdiappt provide investment supervisory services, agannvestment
advisory accounts or hold itself out as providimguficial planning or some similarly termed serviaedimpose a
minimum dollar value of assets or other conditifarsstarting or maintaining an account?.......ccccc.......vvvveeeeeennnnnnn

(If yes, describe on Schedule F.)

Review of Accounts. If applicant provides istreent supervisory services, manages investmergaghaccounts, or
holds itself out as providing financial planningsame similarly termed services:

A. Describe below the reviews and reviewers ofateounts. For reviews, include their frequendjeént
levels, and triggering factors. For reviewerslude the number of reviewers, their titles and fioms,
instructions they receive from applicant on perfioigreviews, and number of accounts assigned each.

All accounts are generally reviewed daily by Gil fdies, Chairman of Gil Morales & Company LLC

(“GMC”). Account reviews focus on each accountiategy and evaluate all securities using fundaahent
technical and quantitative analysis.

B. Describe below the nature and frequency ofleggeports to clients on their accounts.

GMC will also provide investors in its private irstment funds with quarterly statements and an dmaepart,
containing financial statements as of the end dfidiacal year and other information.

Yes

Answer all items. Complete amended pages in fulljrcle amended items and file with execution pageége 1).
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12. Investment or Brokerage Discretion.

A.  Does applicant or any related person have aitytto determine, without obtaining specific cliemonsent, the:

Yes No
(1) securities to be bought OF SOIA?....... oo e e e e e e e e e e eeeeeennnnnnnnnn O
Yes No
(2) amount of the securities to be bought or SOIA2..........ooiiiiiii e O
Yes No
(3) broker or dealer t0 B USEA?........eiiiiiiiiiiiiiii e e e e e e et e e e e e e e e e e e e e e eeeaeas O
Yes No
(4) COMMISSION FAES PAIAT ......uee s s ettt s e s s s e s e e e e e e e e e aeeeeeeeasseeeseeesss e n e e e e e e e e aeaaeeeeaeens O
Yes No
B. Does applicant or a related person suggest broB@EENS?..........ooiiiiiiiiiiiiiiie e imreem e O
For each yes answer to A describe on Schedaig/ Fimitations on the authority. For each ye&(8), A(4) or
B, describe on Schedule F the factors considersél@tting brokers and determining the reasonatdenfe
their commissions. If the value of products, reseand services given to the applicant or a rdlp@son is a
factor, describe:
¢ the products, research and services
« whether clients may pay commissions higher thasetlabtainable from other brokers in return for éhos
products and services
¢ whether research is used to service all of appiEaccounts or just those accounts paying famit
« any procedures the applicant used during theikstlfyear to direct client transactions to a patér
broker in return for products and research servieesived.
13. Additional Compensation.
Does the applicant or a related person have aagpgements, oral or in writing, where it:
A. is paid cash by or receives some economic ltgirefluding commissions, equipment or non-resea&rvices)  Yes No
from a non-client in connection with giving @advimECHIENTS? .......ccooieiiiiiiiie e O
Yes No
B. directly or indirectly compensates any person Famnt referralS?........ccooviiiiiiiiiiiieeeenee e O
(For each yes, describe the arrangements on @ehed
14. Balance Sheet. Applicant must provide a balaheet for the most recent fiscal year or sche@uleapplicant:
¢ has custody of client funds or securities: or
e requires prepayment of more than $500 in feeslt@nd 6 or more months in advance
Yes No
Has applicant provided a Schedule G balance sheet?.............oooviiiiiiiicceee e O

Answer all items. Complete amended pages in fulljrcle amended items and file with execution pageége 1).
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(Do not use this Schedule as a continuation sle@&drm ADV Part | or any other schedules.)
1. Full name of applicant exactly as stated irmlteA of Part | of Form ADV: [ IRS Empl. Ident. No.:
Gil Morales & Company LLC
Item of Form
(identify) Answer
Item 1.D. SERVICES AND FEES

Gil Morales & Company LLC (“GMC”) may provide invesent supervisory services to primarily,
two types of clients: (1) individually managed @aats for individuals and institutional clients an|
(2) private investment funds.

[. Individually Managed Accounts

General

GMC may in the future provide discretionary investrnadvice and management to individually
managed accounts. In that regard, GMC intendsltbdlimited power of attorney to act on a
discretionary basis with client funds. A client'seds will be determined through an extensive
interview which will be conducted either in persmrover the telephone. GMC will not maintain
possession or custody of the funds or securitiempfclient. Client funds will typically be
deposited in either a brokerage firm or bank cuatodccount. With client consent, GMC may
cause fees to be paid out of individually managmdants by the client’s custodian. When it dog
so, the client will receive an invoice showing #mount of the fees, the value of the assets on
which they are based, and the computation condlyneith billing the custodian.

Fees — General

Portfolio compensation will be determined base@ach client’s needs and any applicable portfc
restrictions. A client’s needs will be determirtacbugh an interview which will be conducted
either in person or over the telephone. A mininafri500,000 of assets under management wil
required for services, subject to waiver by GM@s$rsole and absolute discretion.

Asset-Based Fees
The annual fee for discretionary investment sugeryiservices for individually managed accoun
will generally range from 1% to 2% of assets umdanagement.

Performance-Based Fees

GMC will also offer certain qualified clients a f@mance-based fee schedule. In order to be
eligible for this type of fee schedule, a clientsheither demonstrate a net worth of $1.5 million
at least $750,000 under management with GMC. Enfpnance-based fee is generally 20% of|
the profits (including realized and unrealized gaand losses) but is negotiable in the sole and
absolute discretion of GMC. Fees based on perfocsavill meet all requirements for such fees

o]

be

1=

as

specified under the California Code of RegulatiSestion 260.234 and/or the Investment Advisers

Act of 1940, as applicable.

The performance-based fee may create an incemtiv@¥C to recommend investments which m
be riskier or more speculative than would be tree¢a the absence of the arrangement and, in
certain circumstances, GMC may receive increasesids a result of unrealized appreciation as
well as unrealized gains in managed accounts.thiese clients whose investments under
management will include securities for which mardgdtations are not available, GMC will value
those investments fairly and in good faith. Unckmtain circumstances, such as for ERISA clien
an independent person may be engaged to valuersiggiments.

The asset-based fees will typically be billed qerdytin advance and the performance-based fee
will typically be billed quarterly in arrears.

ay

ts,

U7

Schedule F— Page 1

Complete amended pages in full, circle amended itesrand file with execution page (page 1).
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(Do not use this Schedule as a continuation sle@&drm ADV Part | or any other schedules.)
1. Full name of applicant exactly as stated irmlteA of Part | of Form ADV: [ IRS Empl. Ident. No.:
Gil Morales & Company LLC
Item of Form
(identify) Answer
Item 1.D. Fee Comparison

(continued)

Lower fees for comparable services may be availabia other sources.

Proxy Voting
Generally, and except to the extent that a cligtmravise instructs GMC in writing, GMC will vote

(by proxy or otherwise) in all matters for whiclstzareholder vote is solicited by, or with respect
issuers of securities beneficially held in therdfi® account in such manner as GMC deems
appropriate.

Termination

An agreement for an individually managed account beacancelled at any time by either party f
any reason, upon receipt of thirty (30) days’ verithotice. Upon termination of any account, an
prepaid, unearned fees will be promptly refundetiamy earned, unpaid fees will be due and
payable.

II. Private Investment Funds

General

GMC serves as general partner and discretionagstment adviser to private investment funds
“Funds”). GMC intends to restrict the number oféators and will offer the interests in the Fund
only through non-public transactions in order tanten the Funds’ exclusion from “investment
company” status under the Investment Company AtBdD, as amended (the “Investment
Company Act”).

Subscriptions for Fund interests will generallydoeepted only from accredited investors and
investors who are eligible to enter into a perfanoefee arrangement under the Investment
Advisers Act of 1940, as amended (the “Advisers’at the California Corporate Securities Law
of 1968, as the case may be. In addition, investdt be required to make representations
concerning their sophistication as investors arlityato bear risk of loss of their entire investnie
GMC may waive any admission standard within ite sliscretion. The minimum subscription th
will generally be accepted for an investment inFlaed is $500,000. GMC may, in its sole
discretion, waive the minimum subscription requiestifor any investor. Investors will be
admitted on the first business day of each calemdsath and at the discretion of GMC, on any
other date.

Investment Objective

Each Fund'’s investment objective is to realize sopéong-term growth of capital by investing
primarily in the publicly-traded common stock ofndestic companies which GMC believes pres:
significant opportunities. There can be no assgahowever, that the investment objective of a
Fund will be achieved in any particular period werthe life of the Fund.

—

the

pNt

The Funds’ constitutional documents (e.g., limpadtnership agreements, articles of associations,

etc.) impose no limits on the types of securitiestber instruments in which the Funds may take
positions, the type of positions the Funds may,ttiieconcentration of investments, or the amo
of “leverage” the Funds may employ. GMC will hadread discretion to employ a wide variety g
investment techniques, even if they involve charigéise investment approach initially anticipate
Proceeds from dispositions of portfolio securitiét be reinvested, and the Funds will not

ordinarily make distributions to their investorsivestors who are subject to income tax should |

int
f
d.

e

aware that an investment in a Fund is likely (& ffrund is successful) to create taxable income ¢

=

Schedule F — Page 2

Complete amended pages in full, circle amended itesrand file with execution page (page 1).
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(Do not use this Schedule as a continuation sle@&drm ADV Part | or any other schedules.)
1. Full name of applicant exactly as stated irmlteA of Part | of Form ADV: [ IRS Empl. Ident. No.:
Gil Morales & Company LLC
Item of Form
(identify) Answer
Item 1.D. tax liabilities in excess of cash distributionsitalae to pay such liabilities. Accordingly, an

(continued)

investment in a Fund may not be suitable for prcispe investors who will be subject to and do 11
desire such consequences.

Each Fund’s Confidential Private Placement Memoraanh (the “Memorandum”) contains
additional information about the Fund, including aiscussion of certain significant risks of
investing in the Fund. Qualified persons shoulda® the Memorandum carefully before
investing.

Management Fees

GMC will receive an annual management fee of 2%hefcapital account (“Capital Account”) of
each Fund investor (the “Management Fee”). Thedgament Fee will be paid monthly in arrea
GMC, in its discretion, may waive all or a portiohthe Management Fee as to an investor, or nf
agree with an investor to other changes in the lgament Fee with respect to such investor.

Profit Allocation

GMC will receive an annual profit allocation equ@l0% of the profits (including realized and
unrealized gains and losses) allocated to the &@lajitount of each Fund investor (each a “Profi
Allocation”). Each Fund will maintain a loss reeoy account for each investor (“Contingent Los
Account”). Each investor’s Contingent Loss Accowilt be debited with any net capital
depreciation (taking into account the investor'arshof the Management Fee) allocated to such
investor’s Capital Account. GMC will not receiveyaProfit Allocation with respect to an
investor’s Capital Account until such investor n@sovered all amounts debited to its Contingen
Loss Account (as adjusted for withdrawals of cdpita

Expenses
All expenses relating to the purchase, sale, trag®pdy, transfer, or insurance of Fund assets,

expenses relating to the operation of a Fund, apdreses for third-party professional services sy
as legal, bookkeeping, accounting fees, and tey@énses in connection with investment reseat
and analysis, shall be borne by the Fund and lobdigctly from Fund assets.

Custody
Custody of the assets of each Fund will be maiethinith one or more banks, brokerage firms

and/or other qualified custodians that serve awdians of the funds and/or securities of the Fur
(each a “Custodian”). Each Custodian will be delédy GMC in its exclusive discretion, which
selection may change from time to time. GMC wit maintain physical possession of the funds
securities of any private investment fund, inclgdine Funds. To the extent applicable, GMC
intends to comply with the requirements of Rule(@p& under the Advisers Act with respect to
custody of its clients’ assets including thosehef Funds. To the extent applicable and in order
institute and maintain procedures such that GMCnail be deemed to have custody or possess
of the funds or securities of the Funds for purpadehe California Corporate Securities Law of
1968, as amended, and consistent with the no-detian Bennett Management Co., lifpublicly
available February 26, 1990), each Fund will emier an agreement (“Disbursement Procedureg
Agreement”) with each Custodian that serves a®digst of the funds and/or securities of the Fu
Pursuant to such Disbursement Procedures Agreethentustodian will be restricted from makil
payments to GMC or its affiliates from any accoonatintained by the Custodian on behalf of a
Fund unless certain requirements are met. GMCaesithowledge in writing and will agree to the
terms of each Disbursement Procedures Agreement.

ot
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Complete amended pages in full, circle amended itesrand file with execution page (page 1).
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1. Full name of applicant exactly as stated irmlteA of Part | of Form ADV: [ IRS Empl. Ident. No.:
Gil Morales & Company LLC
Item of Form
(identify) Answer
Item 1.D. Termination
(continued) Investors in the Funds may be limited in theirigbtb terminate their participation in the Funds.

Such limits are set out in the Memorandum or otfffering documents of each Fund, which shouild

be read carefully. Upon termination of any accpany prepaid, unearned fees will be promptly
refunded and any unearned, unpaid fees will beaddepayable.

On at least thirty (30) or sixty (60) days’ advamctice to GMC, as the case may be (depending
the Fund in question), an investor in a Fund makdvaw all or part of its Capital Account as of
last day of any calendar quarter. Following theeigt by GMC of the timely notice of withdrawal
as required herein, the relevant Fund shall palyegavithdrawing investor, within thirty (30) days
after the effective date of the withdrawal, the anmtaequested to be withdrawn, subject to the
provisions of the Fund’s constitutional documenhe value of the withdrawing investor’s Capital
Account will be determined as of the close of bassof the securities markets in New York, Ne
York on the last business day of the calendar mohthe withdrawal date. The Fund may settle
withdrawals in the discretion of GMC through in-#lidistributions of portfolio securities, the fair
market value of which would satisfy the amount regflito be paid to the withdrawing investor.

on
he

No partial withdrawal may reduce an investor’s @apAccount balance to less than $500,000 of, if

less, the sum of the investor’s capital contribugio GMC, in its sole and exclusive discretion, m
make exceptions to one or more of these proceddis.Profit Allocation will be made as of the
effective date of the withdrawal with respect tcaamount so withdrawn.

If requested withdrawals for a calendar quarteeed?0 % or 25%, as the case may be (depen
on the Fund in question), of the relevant Fundtsasset value as of the end of that quarter (free
case, theGate”), then GMC may, in its sole and absolute disoretsuspend such withdrawals th
exceed the Gate, and each investor that requestiétidrawal for that quarter will receive a pro
rata portion of its requested withdrawal. Suspdneli¢hdrawals will be effected in subsequent
calendar quarters prior to any other withdrawaladeffected; provided that a new Gate will be
calculated, and may be applied, for each subsegadgridar quarter.

The right of any investor to receive amounts wigtwen is subject to the provision by GMC for thq
payment and discharge when due of all Fund liagdsliand the establishment of such reserves fqg
contingencies as GMC may determine in its discnetid/ithdrawals will be subject to income tax
withholding if and to the extent required by apabte law.

An interest in a Fund is subject to a number dfi@®ns on transfer, including the consent of
GMC in its sole discretion.

GMC may, at any time and in its exclusive discretigithout prior notice or upon five (5) days’
notice, as the case may be (depending on the FRumaeistion) expel any investor from a Fund, w
or without cause. GMC will notify such investoresglying the effective date of such expulsion.
the event of such expulsion, the expelled investiibe deemed to have withdrawn from such
Fund effective as of the date fixed by GMC.

Fee Comparison
The expenses of each Fund, includingProfit Allocation and Management Fees may constitut

higher percentage of average net assets than wedtalind in other investment vehicles. The
Profit Allocation may also create an incentive &W¥IC to cause a Fund to make investments thg
are riskier than it would otherwise make. In additsince the Profit Allocation is calculated on ¢

Ry

jing

—

=

ith
In

—

|

basis which includes unrealized appreciation ofiadFs assets, it may be greater than if such

Schedule F — Page 4

Complete amended pages in full, circle amended itesrand file with execution page (page 1).
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(Do not use this Schedule as a continuation sle@&drm ADV Part | or any other schedules.)
1. Full name of applicant exactly as stated irmlteA of Part | of Form ADV: [ IRS Empl. Ident. No.:
Gil Morales & Company LLC
Item of Form
(identify) Answer
allocation were based solely on realized gains.
Item 2.G. GMC intends to organize and serve as managing nreigéeeral partner, and/or investment
adviser to private investment funds, including Foeds.
Item 5 Those involved in determining or giving investmadvice to clients should have a specialized
business, financial, analytical, or technical skila successful track record of managing podsoli
College or graduate degrees are preferred bueqgained. In addition, each associated person @
GMC must meet all examination or experience requéargs of the states in which the person
provides advisory services.
Item 6 Name: Gilbert J. Morales
Year of birth: 1959
Education: B.A., Economics, Stanford University, 1981
Background:  Chairman, Gil Morales & Company LLC (3/07 — e
Chief Marketing Strategist, Sierra Capital Invesfdnc. (12/05 — 5/07)
Vice President, Chief Market Strategist, ManageahefInstitutional Services
Group, and senior internal Portfolio Manager , 1aftt O'Neil + Company, Inc.
(12/97 — 11/05)
Senior Vice President, Investments, PaineWebber (8194 — 11/97)
Financial Consultant, Merrill Lynch, Inc. (6/91 /98)
Co-author of “How to Make Money Selling Stocks Stidoy William J. O'Neil
with Gil Morales (2004 by John Wiley and Sons, Jnc.
Name: Kevin N. Marder
Year of birth: 1956
Education: California Polytechnic State University, Sand @bispo
San Luis Obispo, California
B.S., Business Administration (1974 - 1978)
University of Southern California
Los Angeles, California
M.B.A., Finance & Investments (1987 — 1989)
Background:  Chief Operating Officer & CCO, Gil Morales & Coiapy, LLC
Los Angeles, California (5/07 — present)
President, Marder Investment Advisors Corp.
Los Angeles, California (12/94 — present)
Chief Market Strategist, Ladenburg Thalmann
Los Angeles, California (3/02 — 06/05)
Editor-in-Chief, TradingMarkets.com
Los Angeles, California (11/99 — 10/00)
Markets Editor, CBS MarketWatch.com
Los Angeles, California (1/98 — 11/99)
Research Analyst, Capital Management Sciences
Los Angeles, California (1/90 — 11/94)
Items 8.D., 9.D. GMC serves as the general partner and/or investausmser to the Funds and may in the future
serve as managing member, general partner andé&stment adviser to other private investment

=
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Items 8.D., 9.D. funds. With respect to private irstment funds where GMC will serve as managing men

(continued)

Item 9.E.

Item 10

general partner and/or investment adviser, GMC make investments in those funds available 1
qualified clients whose investment strategies armsistent with those of the private investment
funds. GMC does not intend to advise clients abe@ppropriateness of investing in private
investment funds for which GMC is the managing membeneral partner, and/or investment
adviser and GMC will not receive any compensatmrdbing so, or for selling interests in such
private investment funds. However, because of Gk@tionship to such private investment
funds, should someone who is otherwise a clierdst\v\GMC could be considered to have
recommended that investment.

GMC recognizes that the personal investment traiesescof members and employees of GMC
demand the application of a high code of ethicswitidequire that all such transactions be carrig
out in a way that does not endanger the intereshytlient. At the same time, GMC believes th
if investment goals are similar for clients anddoembers and employees of GMC, it is logical th
there be a common ownership of some securities.

Therefore, in order to address conflicts of interéC will adopt a set of procedures with respe
to transactions effected by its officers and empdsy(hereafter, “Employees”) for their “personal
accounts.” In order to monitor compliance withgersonal trading policy, GMC will adopt a
quarterly securities transaction reporting systerafl of its Employees. (For purposes of the
policy, an Employee’s “personal account” generaibfudes any account (a) in the name of the
Employee, his/her spouse, his/her minor childreatioer dependents residing in the same
household, (b) for which the Employee is a trusteexecutor, or (c) which the Employee control
including GMC's client accounts which the Employmatrols and in which the Employee or a
member of his/her household has a direct or intliveneficial interest.

From time to time, trading by GMC and its Employéasd certain of their relatives) in particular
securities may be restricted in recognition of imgieg investment decisions on behalf of clients
If transaction orders for a client and GMC (and®Employees and certain of their relatives) are
not aggregated (see discussion under Items 123n¢the transaction orders for GMC (and/or its
Employees and relatives) will be the last orddladi

GMC and its Employees may purchase or sell spesgfiarities for their own account based on
personal investment considerations without regarshtether the purchase or sale of such secur
is appropriate for clients. An Employee must adhercertain procedures when buying or selling
security for a personal account. These procedochsde, among other things: (i) the Employee
must confirm that he or she is not in receipt sfde information; (ii) the Employee must seek
approval from the compliance officer for all traaddsecurities made for a personal account; ang

(iii) the Employee must execute all approved traatethe day the approval for such trade is given.

If the trade is not executed on such day, the Eyaglonust seek new approval.

GMC generally requires a minimum of $500,000 ok&ssinder management for an individual
account. GMC may waive this minimum in its distnet

GMC generally requires a minimum of $500,000 faresstors in private investment funds, such g
the Funds, and, in order to invest in a privategtment fund, those investors generally must be
accredited investors under Regulation D and a figalclient to participate in a performance fee
arrangement under the Advisers Act, by having anoeth of at least $1,500,000 or invest at leas
$750,000 in the private investment fund. GMC galerequires such investors to make

pd
at
at

iY

h
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—

representations concerning their sophisticatiomasstors and their ability to bear the risk ofslos
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of their entire investment und&MC’s management. These minimums may be waive@M¢Z in
its discretion. GMC, in its sole and absolute dison, may admit a limited number of investors
who do not satisfy these standards.
ltems 12 & 13 GMC will have discretionary authority to make tlodwing determinations without obtaining the

consent of the client before the transactions fieeted:

» which securities are to be bought or sold;

» the total amount of the securities to be bouglsiot;

» through which brokers securities are to be bouglsbtal; and

» the commission rates at which securities transastior client accounts are effected.

GMC's authority may be subject to conditions immbbg the client, examples of which may
include: 1) where the client restricts or prohiigsmsactions in securities of a specific industry,
and/or 2) the client directs that transactionsffeced through specific brokers and dealers. The
latter restriction may be conditioned by the clientthe broker or dealer being competitive as to
price and execution for each transaction, or offpa specified level of commission discount or
may be subject to varying degrees of restrictiarth @s an instruction to utilize the broker or
dealer: a) whether or not competitive, and b) whbe specified levels of commission discounts
are less favorable than might otherwise be obtalyatie firm.

Execution Quality

GMC will generally seek “best execution” in lighitthe circumstances involved in transactions f
client accounts. In selecting a broker for angpsection, GMC may consider a number of factorg
including, for example, net price, reputation, finil strength and stability, efficiency of exeouti
and error resolution, the size of the transactimhthe market for the security. GMC will not
obligate itself to obtain the lowest commissiorbest net price for an account on any particular
transactions.

Soft Dollars

In addition to execution quality, GMC may consitles value of various products and services a
broker-dealer may provide. Selecting a broker-@taalrecognition of services or products other
than simply transaction execution is known as gajan those services and products with “soft
dollars.” Because many of those services couldobsidered to provide some benefit to GMC a
because the “soft dollars” used to acquire therhbeilassets of GMC's clients, GMC could be
considered to have a conflict of interest in alto@aclient brokerage business. In other words,
GMC could receive valuable benefits by selectimguicular broker or dealer to execute client
transactions and the transaction commission chdrgédat broker or dealer might not be the
lowest commission GMC might otherwise be able patiate. In addition, GMC could also have
an incentive to cause clients to engage in moneriies transactions than would otherwise be
optimal in order to generate brokerage commissiattswhich to acquire products and services.

“Research” products and services provided to GM@ imelude the following: financial database
software and services; computerized news, priartjarder-entry services; quotation equipment
and other products or services that may enhance’&M@stment decision making
responsibilities.

GMC will make decisions involving “soft dollars” @ manner that satisfies the requirements of
safe harbor provided by Section 28(e) of the StearExchange Act of 1934, as amended (the
“Exchange Act”). That is, GMC will generally deteine, considering all appropriate factors

hd

he
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Items 12 & 13 (including those described here), that the comuisspaid are reasonable in relation to the vall
(continued) all the brokerage and research products and serpiowided by the broker-dealer. In making that

determination, GMC may consider not only the paléictransaction or transactions, and not only
the value of brokerage and research services aligtis to a particular client, but also the valfie|o
those services iIBMC'’s performance of its overall investment resjlifises to all of its clients.
In some cases, the commissions charged by a gartlmoker for a particular transaction or set of
transactions may be greater than the amounts artwibieer who did not provide research service
or products might charge. Additionally, in somees a client’s transaction may be executed by a
broker in recognition of brokerage or researchisesvor products that are not used in managing
that client’s account.

(2]

When a broker-dealer provides research or otheuygte or services in expectation of brokerage|
business, it generally suggests the level of bgsiitevould like to receive as compensation. In
making its brokerage selections, GMC considersgtisogigestions as part of its evaluation of the
factors described above. Actual transactionali®ass received by a particular broker or dealer
during any period may be less than the suggested] leut may exceed that level. This may be in
part because the total brokerage business gendmatditnts may exceed the aggregate amountg
requested by all brokers and dealers from which Gbt@ives services and products, and in par
because the brokers and dealers that provide sndees and products may also provide superid
execution and may therefore be the most approgsrateer-dealers for particular transactions
regardless of whether or not they provided suchices or products. In other cases, a broker or
dealer may establish “credits” based on brokeragentissions paid in the past, which may be used
to pay, or reimburse GMC, for specified expendgkers and dealers will not be excluded from
consideration of receiving brokerage business sitbgtause they have not provided “research” jor
other services or products, although GMC may natibieng to pay the same commission to such
broker as GMC might have been willing to pay hasllihoker provided research products and
services.

=

GMC monitors transaction results as orders areuteddo evaluate the quality of execution

provided by the various brokers and dealers it,usedetermine that compensation rates are
competitive and otherwise to evaluate the reasenabb of the compensation paid to those broKers
and dealers in light of all the factors describbdve.

Prime Brokerage

Each Fund has have a “prime brokerage” arrangewiémt. broker-dealer (the “Prime Broker”).
substantial amount of the brokerage of the priiratestment fund clients and of other advisory
clients may be effected through the Prime Brokarotigh this arrangement, the Prime Broker w
provide certain recordkeeping services and pertherfollowing functions, among others: (1)
arrange for the receipt and delivery of securitiesght, sold, borrowed, and lent; (2) make and
receive payments for securities; (3) maintain alstaf cash and securities; (4) deliver cash to th
Fund’s bank accounts; and (5) tender securitiesimection with tender offers, exchange offers
mergers, or other corporate reorganization. GM§ aiso cause each Fund and other advisory
clients to pay for custodial and related serviddeeein cash or by allocating a portion of their
securities transactions to the Prime Broker.

P>

9]

Aggregation of Orders
GMC will perform investment management servicesveious clients. There will be occasions ¢on
which portfolio transactions may be executed asgfaroncurrent authorizations to purchase or sell
the same security for numerous accounts servedil®,Gome of which accounts may have similar
investment objectives, as well as for the accoahtme or more of GMC's officers, directors,
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ltems 12 & 13 shareholders, members or employees. Although sureturrent authorizations potentially could be
(continued) either advantageous or disadvantageous to anyramere particular accounts, they will be effected

only when GMC believes that to do so will be in best interest of the affected accounts. Wher
such concurrent authorizations occur, the objeatiVlebe to allocate the executions in a manner
that is deemed equitable to the accounts involved.

Brokerage Direction
In some instances, because of a prior relatiortstipeen a client and one or more brokers, or fqr
other reasons, a client may instruct GMC to exesatee or all securities transactions for its
account with or through one or more brokers desaghby the client. In such cases, the client is
responsible for negotiating the terms and conditigmcluding, but not limited to, commission
rates) relating to all services to be provided ughsbrokers and the client is satisfied with such
terms and conditions. GMC will assume no respalitgifor obtaining the best prices or any
particular commission rates for transactions witthoough any such broker for such client’s
account. The client must recognize that it mayafbain rates as low as it might otherwise obthin i
GMC had discretion to select broker/dealers ote@n those chosen by the client. Any client
providing instructions to GMC regarding directiohbookerage transactions must notify GMC in
writing if the client desires GMC to cease exeagtirmnsactions with or through any such
broker/dealer.

Solicitation
GMC may in the future employ solicitors to whomwitl pay cash or a portion of the advisory fee
paid by clients referred to it by those solicitois.such cases, this practice will be disclosed in
writing to the client and GMC will comply with thether applicable requirements under Rule
206(4)-3 under the Advisers Act. In particular, GMill ensure that associated persons provide
clients with a current copy @MC's written disclosure statement and the solitstaritten
disclosure document .

(2]

Privacy Policy Privacy Policy

Maintaining the confidentiality of client persorfaancial information is very important to GMC.
To provide clients with superior service, GMC maijlect several types of nonpublic personal
information about clients, including:

° Information from forms that clients may fill out@send to GMC in connection with
investment in a Funuch as name, address, and social security number).

° Information a client may give GMC orally.

—

° Information about the amount clients have investes Fund (such as initial investmer
and any additions to and withdrawals from a capitabunt).

° Information about any bank account clients mayfaséransfers between a bank
account and a capital account of a Fund.

GMC does not sell or disclose client personal imi@tion to anyone except as permitted or requifed
by law. For example, GMC may share informatiodeméd about its clients with GMC'’s
independent auditors in the course of the annudit atithe Funds. GMC may share this
information with GMC's legal counsel as it deemprapriate and with regulators. Additionally, %

copy of client’s tax Form K-1 is included in eaami@’s tax return filed with the Internal Revenu
Service. Finally, GMC may disclose information abdlients at the client's requg$br example
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by sending duplicate account statements to somaesignated by the clienr as otherwise
permitted or required by law.

Within GMC, access to information about clientsdstricted to those employees who need to kn
the information to service client accounts. GMQpkyees are trained to follow our procedures
protect client privacy and are instructed to acaassmation about clients only when they have 3
business reason to obtain it.

GMC reserves the right to change its privacy padiicthe future, but GMC will not disclose client
nonpublic personal information as required or pt#adiby law without giving the client an
opportunity to instruct GMC not to.

ow
[0
|

Anti-Money
Laundering Policy

Anti-Money Laundering Policy

Pursuant to laws, rules, regulations, treatiesatiner restrictions aimed at preventing money
laundering, GMC and the Funds may require detaeiication of an investor’s and its owners’
identities before they will process a subscriptorwithdrawal. For example, an individual may |
required to produce a certified or notarized copg passport or driver’s license and evidence &f
or her address, such as a utility bill or bankestegnt, and date of birth. GMC and the Funds m4g
require a corporate investor to produce a certigigaly of its certificate or articles of incorponati
(and any change of name), certificate of corpagatal standing (or the equivalent), and the nam
occupation, date of birth and residential and essraddress of each shareholder, director and
officer of the investor. Trusts, partnerships,itéd liability companies and other entities thateist
in a Fund may be required to provide organizatioloaliments that verify the existence of the
entities and the authority of the signatories wiga their subscription agreements, as well as
similar information about trustees, beneficiarjgetners, members and managers. GMC and th
Funds may request any information that they comsideessary under such laws, rules, regulatig
treaties and other restrictions. If an investdsfe produce any requested information or delays|
doing so, GMC and the Funds may refuse to accepbscription or may refuse to allow a
withdrawal until they receive complete information.

ns,
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