ANTI-MONEY LAUNDERING

Policy

It is the policy of Davidson Capital Management, Inc. (DCM) to seek to prevent the misuse of
the funds it manages, as well as preventing the use of its personnel and facilities for the purpose
of money laundering and terrorist financing. DCM has adopted and enforces policies, procedures
and controls with the objective of detecting and deterring the occurrence of money laundering,
terrorist financing and other illegal activity. Anti-money laundering (“AML”) compliance is the
responsibility of every employee. Therefore, any employee detecting any suspicious activity is
required to immediately report such activity to the AML Compliance Officer. The employee
making such report should not discuss the suspicious activity or the report with the client in
question.

Background

On October 26, 2001, the President signed into law the Uniting and Strengthening America by
Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act of 2001 (“USA
PATRIOT Act”). Prior to the passage of the USA PATRIOT Act, regulations applying the anti-
money laundering provisions of the Bank Secrecy Act (“BSA”) were issued only for banks and
certain other institutions that offer bank-like services or that regularly deal in cash. The USA
PATRIOT Act required the extension of the anti-money laundering requirements to financial
institutions, such as registered and unregistered investment companies, that had not previously
been subjected to BSA regulations.

In April 2003, the Department of the Treasury proposed new rules that would require SEC
registered advisers, and certain unregistered advisers, to adopt an anti-money laundering

program.

Responsibility

DCM has designated W. Jeffrey Davidson as DCM's AML Compliance Officer.

In this capacity, the AML Compliance Officer is responsible for coordinating and monitoring the
firm’s AML program as well as maintaining the firm’s compliance with applicable AML rules
and regulations. The AML Compliance Officer will review any reports of suspicious activity
which have been observed and reported by employees.

Procedure
DCM has adopted procedures to implement the firm’s policy and reviews to monitor and insure

the firm’s policy is observed, implemented properly and amended or updated, as appropriate,
which include the following:
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Client Identification Procedures

As part of DCM's AML program, the firm has established procedures to ensure that all clients’
identities have been verified before an account is opened.

Before opening an account for an individual client, DCM will require satisfactory documentary
evidence of a client’s name, address, date of birth, social security number or, if applicable, tax
identification number. Before opening an account for a corporation or other legal entity, DCM
will require satisfactory evidence of the entity’s name, address and that the acting principal has
been duly authorized to open the account. The AML Compliance Officer will retain records of
all documentation that has been relied upon for client identification for a period of five years.

Prohibited Clients

DCM will not open accounts or accept funds or securities from, or on behalf of, any person or
entity whose name appears on the List of Specially Designated Nationals and Blocked Persons
maintained by the U.S. Office of Foreign Assets Control, from any Foreign Shell Bank or from
any other prohibited persons or entities as may be mandated by applicable law or regulation.

DCM will also not accept high-risk clients (with respect to money laundering or terrorist
financing) without conducting enhanced, well-documented due diligence regarding such
prospective client.

DCM primary custodian, Charles Schwab & Company, as part of their account opening
compliance procedures, cross checks all client information obtained from new account forms to
confirm the client's identity and to verify that the client is not on any list of prohibited clients.
DCM will rely upon Charles Schwab & Company's procedures to perform this review.

16



