BORTHWICK ASSOCIATES, INC.

ANTI-MONEY LAUNDERING (AML) PROGRAM

I.  FIRM POLICY

The following policy has been established under the guidelines of the USA PATRIOT Act (Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism) of 2001 and NASD Rule 3011 and has been distributed to all employees.  Employees wishing to view this law in its entirety should visit http://www.treas.gov/fincen/patriotact.html.
It is the policy of Borthwick Associates, Inc. to prohibit and actively prevent money laundering and any activity that facilitates money laundering or the funding of terrorist or criminal activities.

Money Laundering is generally defined as engaging in acts designed to conceal or disguise the true origins of criminally derived proceeds so that the unlawful proceeds appear to have derived from legitimate origins or constitute legitimate assets.  Generally, money laundering occurs in three stages.  Cash first enters the financial system at the “placement” stage, where the cash generated from criminal activities is converted into monetary instruments, such as money orders or traveler’s checks, or deposited into accounts at financial institutions.  At the “layering” stage, the funds are transferred or moved into other accounts or other financial institutions to further separate the money from its criminal origin.  At the “integration” stage, the funds are reintroduced into the economy and used to purchase legitimate assets or to fund other criminal activities or legitimate businesses.  Terrorist financing may not involve the proceeds of criminal conduct, but rather an attempt to conceal the origin or intended use of the funds, which will later be used for criminal purposes.  

II.   COMPLIANCE OFFICER DESIGNATION & DUTIES

Meg Davidson, Vice President has been designated as Borthwick Associates Anti-Money Laundering Program Compliance Officer, with full responsibility for the firm’s AML program.  The duties of the AML Compliance Officer will include monitoring all money flows in and out of customer accounts on a monthly basis via a manual review of brokerage statements and meeting with all employees on an annual basis to ensure their knowledge and understanding of firm policy.  The AML Compliance Officer will also ensure that proper AML records are kept.
III.   SHARING OF INFORMATION
Under Treasury’s proposed regulations, Borthwick Associates will respond to any Financial Crimes Enforcement Network request about accounts or transactions by reporting to FinCEN the identity of the specified individual or organization, the account number, all identifying information provided by the account holder when the account was established, and the date and type of transaction.  We will report to FinCEN as soon as possible either by email to patriot@fincen.treas.gov, by calling the Financial Institutions Hotline at 1-866-556-3974, or by any other means that FinCEN specifies.  

We will work closely with our custodial firms to detect money laundering.  We will exchange information, records, data and exception reports as necessary to comply with AML laws.  Our custodial firms will monitor customer activity on our behalf, and we will provide our custodial firms with proper customer identification information as required to successfully monitor customer transactions.  Meg Davidson will employ strict procedures both to ensure that only relevant information is shared and to protect the security and confidentiality of this information, including segregating it from the firm’s other books and records. We understand that the agreement does not relieve either of us from our independent obligation to comply with AML laws.  

IV.   CUSTOMER IDENTIFICATION AND VERIFICATION
In addition to the information we are required to collect under SEC Rule 17a-3(a)(9) (Beneficial Ownership regarding Cash and Margin Accounts), we will at a minimum verify to the extent reasonable and practical the identity of any customer seeking to open an account, maintain records used to verify a customer’s identity such as account applications and interview notes and check that a customer does not appear on government terrorist lists, such as the list on Treasury’s Office of Foreign Assets Control (OFAC) web site.  Furthermore, Borthwick Associates will continue to make every effort to have a face to face consultation with each prospective client.  Historically, the majority of new clients have been referred to Borthwick Associates by existing relationships and all clients in our advisory program grant us trading discretion over their accounts, giving us added comfort that we know the true identity of our customers and that we are able to adequately monitor all of their trading.  We will make any necessary modification to these procedures as the final Treasury/SEC regulations on verification of customer identities evolve.
Borthwick Associates will collect the following information for all new accounts: the name and mailing and residential street address of the customer, the customer’s date of birth and tax identification number.  Borthwick Associates does not currently nor plan on opening any offshore accounts or accounts for non-U.S. persons or businesses; institutional accounts, hedge funds or other intermediary relationships; high risk and non-cooperative jurisdictions; or senior foreign governments or public officials.  Recognizing that different types of accounts pose different risks and trigger different requirements under the rules, we will gather the additional information specified below for each of the following categories of accounts:

(1) Individual Accounts – We will make reasonable efforts to obtain the customer’s date of birth, driver license number, occupation and employment data such as the employer’s address, as well as the customer’s investment experience and objectives.

(2) Domestic Operating or Commercial Entities – We will collect information sufficient to determine the corporate or business entity’s identity and the authority of its business representative to act on its behalf.
(3) Domestic Trusts – We will identify the trustee, the activity the trust authorizes and the authority of the trust’s representative to act on its behalf.
(4) Transferred Accounts – All accounts that are transferred to our firm will be considered new accounts and the rules for that type of account will be followed.

In the event that a potential or existing account refuses to provide the information described above when requested, or appears to have intentionally provided misleading information, Borthwick Associates will not open a new account and, after considering the risks involved, consider closing any existing account.  In either event, Meg Davidson, the AML Compliance Officer, will be notified so that she can determine whether we should report the situation to FinCEN.

Based on the risk, and to the extent reasonable and practical, we will ensure that we have a reasonable belief that we know the true identity of our customers by using risk-based procedures to verify and document the accuracy of the information we get on our customers.  In verifying customer identity, we will analyze any logical inconsistencies in the information we obtain.  Appropriate documents for verifying the identity of natural persons include such things as an unexpired driver’s license, passport, or other government identification showing nationality, residence and photograph. Documents appropriate for verifying the identity of a business include a certificate of incorporation, a government issued business license, any partnership agreements, corporate resolutions or any similar documents approved by Meg Davidson.   If the account is unable to provide the requested documents, we may use non-documentary evidence such as financial statements, references from other respected financial institutions or clients or any other non-documentary means deemed appropriate by Meg Davidson.  Borthwick Associates reserves the right to refuse to commence trading until the identity of a customer has been appropriately verified.  Documentation of verification will be maintained for a period of five years after the account has been closed.
Borthwick Associates will provide notice to customers that it is requesting information from them to verify their identities as required by Federal law.  This information will be included in mailings to existing

customers every three years or as a handout to potential new customers during the account opening process.  
V.     SUPERVISORY PROCEDURES FOR OPENING ACCOUNTS
Borthwick Associates’ new account opening procedure collects and uses information on the account holder’s wealth, net worth, anticipated transaction activity, and source of income to detect and deter possible money laundering and terrorist financing.  We use broker provided forms as well as internally generated documents to ensure we acquire all required information.  Meg Davidson, Vice President will review all accounts for required documentation and note when and why an account is opened absent that information.

VI.     MONITORING ACCOUNTS FOR SUSPICIOUS ACTIVITY
Meg Davidson reviews all brokerage accounts on a monthly basis.  Also, our custodial brokers engage in similar monitoring activity.  All employees of Borthwick Associates will call Federal law enforcement in emergencies such as if a customer tries to use bribery, coercion or similar means to open an account or carry out suspicious activity, or if they have reason to believe they are to use the funds to further an act of terrorism.  Employees should call the Financial Institutions Hotline (1-866-556-3974), local U.S. Attorneys office (1-312-353-5300) local FBI office (1-312-706-1951) and local SEC office (1-312-353-7390).
When any member of the firm detects a red flag (like but not limited to those listed in Exhibit 4), they will immediately notify Meg Davidson to see if more information needs to be gathered or if a possible complaint may be filed. 

It is the policy of Borthwick Associates not to accept receipt of currency from customers for the purchase of securities.  If we discover that currency has been received, we will file with FinCEN CTRs for transactions involving currency that exceed $10,000.  Multiple transactions will be treated as a single transaction if they total more than $10,000 during any one business day.  This same policy applies to monetary instruments (checks of any kind and promissory notes) that are in bearer form. 
VII.  AML RECORD KEEPING
Meg Davidson, Vice President will handle all subpoenas or other requests for SARs and ensure that AML records are properly maintained for the appropriate time frame.    
VIII.   TRAINING PROGRAMS
Meg Davidson will conduct annual compliance reviews with all employees which will include how to identify red flags and signs of money laundering, what to do once the risk is identified, what employees’ roles are in the firm’s compliance efforts, the firm’s record retention policy and the disciplinary consequences (including civil and criminal penalties) for non-compliance with the PATRIOT Act.  These reviews will consist of lectures and explanatory memos.  

IX.   MONITORING EMPLOYEE CONDUCT AND ACCOUNTS
All employee, family and firm accounts will be subject to the same AML procedures as customer accounts, under the supervision of Meg Davidson, VicePresident.

X.   CONFIDENTIAL REPORTING OF AML NON-COMPLIANCE
Employees will report any violations of the firm’s AML compliance program to Meg Davidson, Vice President, unless the violations implicate her, in which case the employee should report to Thomas Flaig, President.  Such reports will be confidential and the employee will suffer no retaliation for making them.

XI.   ADDITIONAL AREAS OF RISK
Meg Davidson has reviewed all areas of Borthwick Associates to identify potential money laundering risks that may not be covered in the procedures described above.  None were to be found at this time.

XII.   SENIOR MANAGER APPROVAL
I have approved this AML program as reasonably designed to achieve and monitor our firm’s ongoing requirements.
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