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DC ADVISORY PROGRAM

This brochure provides information about the qualifications and business practices of UBS
Financial Services Inc. and our DC Advisory program that you should consider before
becoming a client of this program.

If you have any questions about the content of this brochure, please contact us at
888-526-7454. The information in this brochure has not been approved or verified by the
United States Securities and Exchange Commission or by any state securities authority.

Additional information about UBS Financial Services Inc. is also available on the SEC’'s website
at www.adviserinfo.sec.qov.

Please note that registration as an investment adviser does not imply a certain level of skill or
training.
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ITEM 2. MATERIAL CHANGES

This section describes the material changes to our DC Advisory program since the last annual
amendment of our Form ADV on March 31, 2010.

e Services

We have expanded our services to offer Fee Benchmarking Fiduciary Support and Plan Feature
Review. Please see Section 4 for more information.

Disciplinary History

¢ Please see Section 9 of this Brochure for updates to the disciplinary events reported for UBS
Financial Services and its management personnel.
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References in this brochure to:

. "Programs”’ means our investment advisory programs.
. "Agreement” or "DCA Program Agreement"’ mean the DC Advisory Consulting Services
Agreement.

e “Plan” means: a defined contribution retirement plan for self-employed individuals, or a defined
contribution employee benefit plan subject to the Employee Retirement Income Security Act (ERISA)
of 1974, as amended.

e "UBS" unless otherwise noted, means UBS Financial Services Inc.

¢ "You" and “your” refer to the plan or the plan sponsor as appropriate.



About LIBS Financial Services Inc.

UBS Financial Services Inc. ("UBS") is one of the nation’s leading securities firms, serving the investment
and capital needs of individual, corporate and institutional clients. We are a member of all principal
securities and commodities exchanges in the United States including the New York Stock Exchange
("NYSE"). Our parent company, UBS AG is a global, integrated investment services firm and one of the
world’s leading banks. We are registered to act as a broker-dealer, investment adviser, and futures
commission merchant.

As a registered investment adviser, we complete a Part | of Form ADV, which contains additional
information about our business and our affiliates. This information is publicly available through our
filings with the U.S. Securities and Exchange Commission (SEC) at wwwy.adviserinfo sec.gov.

The information in this brochure is current as of the date of this document and is subject to change at
our discretion.

Conducting Business with UBS: Investment Advisory and Broker Dealer Services

As a wealth management firm providing services to clients in the United States, we are registered with
the U.S. Securities and Exchange Commission (SEC) as a broker-deater and an investment adviser,
offering both investment advisory and brokerage services.!

Our clients work with their Financial Advisors to determine the services that are most appropriate given
their goals and circumstances. Based on the services you request, we can fulfill your wealth
management needs in our capacity as an investment adviser, as a broker-dealer, or as both. For
example, we offer financial planning as an advisory service. Once we deliver a financial plan to you, you
can decide whether to implement the financial plan via brokerage accounts, advisory programs or a
combination, depending on your needs and preferences. Most of our Financial Advisors are qualified
and licensed to provide both brokerage as well as advisory services depending on the services that you
have requested.

in addition, some of our Financial Advisors hold educational credentials, such as the Certified Financial
Planner™ (CFP®) designation. Holding a professional designation typically indicates that the Financial
Advisor has completed certain courses or continuing education. However, use of such designations does
not change UBS' or the Financial Advisor's obligation with respect to the advisory or brokerage products
and services that may be offered to you.

It is important to understand that investment advisory and brokerage services are separate
and distinct and each is governed by different laws and separate contracts with you. While
there are similarities among the brokerage and advisory services we provide, depending on
the capacity in which we act, our contractual relationship and legal duties to you are subject
to a number of important differences.

Our services as an investment adviser and our relationship with you

We offer a number of investment advisory programs to clients, acting in our capacity as an investment
adviser, including comprehensive financial planning, discretionary account management, non-

' Examples of our advisory programs and services include our financial planning services and our ACCESS, Portfolio
Management Program, Managed Accounts Consulting, DC Advisory program, UBS Institutional Consulting, UBS Strategic
Advisor, UBS Strategic Wealth Portfolio, UBS Managed Portfolio Program, and PACE programs. Examples of our
brokerage accounts include our Resource Management Account® and the International Resource Management Account.


http:www.adviserinfo.sec.gov

discretionary investment advisory programs, and advice on the selection of investment managers,
mutual funds, exchange traded funds and other securities offered through our investment advisory
programs.

Generally, when we act as your investment adviser, we will enter into a written agreement with you
expressly acknowledging our investment advisory relationship with you and describing our obligations to
you. At the beginning of our advisory relationship, we will give you our Form ADV brochure(s) for our
advisory program(s) which provides detailed information about, among other things, the advisory
services we provide, our fees, our personnel, our other business activities and financial industry
affiliations and conflicts between our interests and your interests.

How We Charge for Investment Advisory Services
We may charge for our investment advisory services in any of the following ways:

A percentage of the amount of assets held in your advisory account
A flat annual fee

A combination of asset based fee and commissions

Pericdic fees

Financial planning services are available for a fee

Generally, your Financial Advisor will receive a portion of the fees you pay us.
Our Fiduciary Responsibilities as an Investment Adviser

When you participate in one of our investment advisory programs, we are considered to have a fiduciary
relationship with you.2 The fiduciary standards are established under the Investment Advisers Act of
1940 and state laws, where applicable, and include:
= (Obligations to disclose to you all material conflicts between our interests and your interests.
= |f we or our affiliates receive additional compensation from you or a third-party as a result of
our relationship with you, we must disclose that to you.
*  We must obtain your informed consent before engaging in transactions with you for our own
account or that of an affiliate or another client when we act in an advisory capacity.
*  We must treat you and our other advisory clients fairly and equitably and cannot unfairly
advantage one client to the disadvantage of another.
= The investment decisions or recommendations we make for you must be suitable and
appropriate for you and consistent with your investment objectives and goals and any
restrictions you have placed on us.
*  We must act in what we reasonably believe to be your best interests and in the event of a
conflict of interest, we must place your interests before our own.

Termination of your advisory account will end our investment advisory fiduciary relationship with you as
it pertains to that account and, depending on the terms of your specific investment advisory agreement
with us, will cause your account to be converted to, and designated as, a brokerage account only.

Our Services as a Broker-Dealer and Our Relationship With You

As a full-service broker-dealer, our services are not limited to taking customer orders and executing

securities transactions. As a broker-dealer, we provide a variety of services relating to investments in

2 Our status as a fiduciary under the Investment Advisers Act will not, in itself, make us a fiduciary under ERISA or the
internal Revenue Code. We will not act in such capacity unless we have agreed to do so in writing.



securities, including providing investment research, executing trades and providing custody services. We
also make recommendations to our brokerage clients about whether to buy, sell or hold securities. We
consider these recommendations to be part of our brokerage account services and do not charge a
separate fee for this advice. Our recommendations must be suitable for each client, in light of the
client’s particular financial circumstances, goals and tolerance for risk.

Our Financial Advisors can assist clients in identifying overall investment needs and goals and creating
investment strategies that are designed to pursue those investment goals. The advice and services we
provide to our clients with respect to their brokerage accounts is an integral part of our services offered
as a broker-dealer.

In our capacity as broker-dealer, we do not make investment decisions for clients or manage their
accounts on a discretionary basis. Instead, we will only buy or sell securities for brokerage clients based
on specific directions from you.

How We Charge for Brokerage Services

If you choose to establish a brokerage account with us, you may elect to:

e Pay us for our brokerage services each time we execute a transaction for your account in a
Resource Management Account (RMA). If you choose to pay on a transaction-by-transaction
basis, we can act as either your agent or “broker,” or as a “dealer.”

¢ When acting as your agent or broker, we will charge a commission to you each time we buy or
sell a security for you.

e« When acting as a “dealer,” we act as a principal for our own account on the other side of a
transaction from you. Using our own inventory, we will buy a security from or sell a security to
you, and seek to make a profit on the trade by charging you a “mark up,” “mark-down” or
“spread” on the price of the security in addition to the commissions you pay on these
transactions.

We pay our Financial Advisors a portion of commissions, profits on principal trades, and other charges.
Our Responsibilities to You as a Broker-Dealer
As a broker-dealer we are subject to the following:

The Securities Exchange Act of 1934

The Securities Act of 1933

The rules of the Financial Industry Regulatory Authority (FINRA)
The rules of the New York Stock Exchange

State laws, where applicable

® & & & o

These laws and regulatory agencies have established certain standards for broker-dealers which include:

»  As your broker-dealer, we have a duty to deal fairly with you. Consistent with our duty of
fairness, we must ensure that the prices you receive when we execute transactions for you are
reasonable and fair in light of prevailing market conditions and that the commissions and other
fees we charge you are not excessive.

*» We must have a reasonable basis for believing that any securities recommendations we make to
you are suitable and appropriate for you, given your individual financial circumstances, needs
and goals.

= We are permitted to trade with you for our own account or for an affiliate or another client and
may earn a profit on those trades. When we engage in these trades, we disclose the capacity in
which we acted on your confirmation, though we are not required to communicate this or
obtain your consent in advance, or to inform you of the profit earned on the trades.



* [t is important to note that when we act as your broker-dealer, we do not enter into a
fiduciary relationship with you. Absent special circumstances, we are not held to the
same legal standards that apply when we have a fiduciary relationship with you, as we
do when providing investment advisory services. Our legal obligations to disclose detailed
information to you about the nature and scope of our business, personnel, fees, conflicts
between our interests and your interests and other matters are more limited than when we have
a fiduciary relationship with you.

ITEM 4. SERVICES, FEES AND COMPENSATION

This brochure describes our DC Advisory program ("DCA").
A. Our Firm and Corporate Structure

UBS Financial Services Inc. was organized as a Delaware corporation on June 30, 1969. It is a wholly
owned subsidiary of UBS Americas Inc., which in turn is a wholly owned subsidiary of UBS AG. UBS AG
is a publicly held company. UBS Financial Services became a registered investment adviser on January
22, 1971.

B. Our Advisory Services

DCA is a program designed to provide advisory services to defined contribution retirement plans. The
ongoing advice of your DCA Financial Advisor is one of the key components and services provided.

The Program is designed for defined contribution plans that seek assistance with:

the search and selection of retirement plan program providers,
facilitation of plan conversions,

fiduciary support,

plan feature reviews,

fee analysis and benchmarking,

drafting investment policy statements,

investment selection and investment reviews, and

employee education and enrollment meetings.

. & & & & ¢ & »

We do not provide legal, tax or actuarial advice. We will not be responsible for ensuring that
the plan complies with the requirements under ERISA. This responsibility rests solely with
you, and you should consult with your legal and tax advisors regarding those matters.

1. Plan Program Consulting. We can assist you with the search and selection of retirement
plan program providers, facilitation of plan conversions, fiduciary support, plan feature reviews
and fee analysis and benchmarking.

o Program Provider Search. We will assist you in the search and selection of a program
provider. The services may include an analysis of your current program; development of
criteria used in selecting service providers; evaluation of proposals received from
prospective service providers; preparation of potential investment fund mapping; and
assistance with the transition and conversion to your new provider.

Searches may include program providers who are available through the UBS Select for
Corporate Plans program (" UBS Select program”). At your request, we may also



include program providers who are not available through the UBS Select program and
which are not subject to our due diligence review.

2. Other Plan Consulting Services. We may also provide you with the following services.

3.

O

Fiduciary Support. We may provide you with the UBS Defined Contribution Plan
Fiduciary Kit.

Plan Feature Review. We may assist you in benchmarking and reviewing various plan
features. The services may include a review of plan features to determine whether they
are meeting the needs of the plan and the plan participants.

Fee Analysis and Benchmarking. We may assist you in conducting a benchmarking
analysis of your plan's fees utilizing data obtained from your program provider.

Investment Consulting. We will assist you with review of the plan’s Investment Policy
Statement and your selection of the plan’s investments.

o]

Investment Policy Statement Assistance. We will assist you in the development and
preparation of an Investment Policy Statement utilizing our standard template. The
investment Policy Statement is a written document that addresses various components
of your overall investment plan and outlines the criteria utilized to monitor the
investments offered in the plan. We will review the Investment Policy Statement with
you periodically during our engagement.

Investment Reviews. This service includes periodic investment reviews of the
investment funds offered as investment options under the plan. The reports may
include: alerts for investment options not meeting IPS criteria; performance compared
to peers and benchmarks; risk and return analysis; style drift; investment costs; plan
asset allocation summary; correlation matrix; stock intersection; Morningstar measures;
and UBS fund scoring.

investment Searches. We will identify investment funds for your consideration from
among those included in the Firm’s databases and for which our Firm serves as
distributor or those investment funds as to which the Firm has conducted due diligence
reviews. Investment fund recommendations are made on the basis of information
provided by you and publicly available information regarding various investment funds.

Employee Education Consulting. This service includes a review of the plan’s current education
program and recommendations for improvements. We may also provide general investrent education, which
may include education seminars to the participants of the Plan as requested. The seminars are designed to
educate employees about topics such as asset allocation, the definition of various asset classes, potential risks
and rewards, the advantages of tax deferred or tax free investing options available when receiving a retirement
plan distribution and other similarly generic subject matter. These seminars are generic in nature and do not
contain recommendations to invest in a particular security.

Limitations on Qur Services

Investment Recommendations:

o]

While we offer an extensive list of investment options, investment strategies and a
variety of asset allocation models, our offerings are limited to those approved for sale or
recommendation at the firm. We do not offer or recommend every investment
strategy, asset allocation model, or investment option available in the industry.



o Affiliated/Proprietary Products: Our investment recommendations in the Program
will not include affiliated/proprietary mutual or sub advised funds. Recommendation of
affiliated or proprietary mutual or sub advised funds raises a conflict of interest as
purchasing those funds will result in increased compensation to UBS Financial Services
Inc. and/or a member of the UBS organization. If the plan retained a UBS affiliated
mutual or sub advised fund prior to entering into the DCA Consulting Services
Agreement and wishes to continue holding it, we will require that the plan fiduciaries
acknowledge in writing that you have opted to retain the funds as investment options
in the plan without the assistance or recommendation of your DCA Financial Advisor,
and that you understand the conflicts of interest associated with holding those funds
while you are in a DCA Program relationship with us. We will exclude the value of the
plan’s investments in any UBS affiliated/proprietary fund when calculating the DCA
Program Fee.

o Employer Securities: Our services do not include a review of the performance or
recommendations regarding whether a plan should offer or continue to offer employer
securities as an investment option under the plan. If our fees are based on the value of
the assets in your plan, we will not include the value of the empioyer securities when
we calculate the DCA Program Fee.

o Investments Purchased Prior to Our Engagement: Our review of the plan’s
investment options may cover investment funds which you retained or purchased
without our recommendation at other institutions prior to entering into the DCA
Consulting Services Agreement. If our firm does not serve as distributor or does not
conduct a due diligence review on those investments, and the plan would like to
continue that relationship in the context of the DCA Consulting Services Agreement,
the plan fiduciaries will be asked to acknowledge, in writing, that the investment has
not been reviewed or recommended by our Firm.

We do not provide legal, tax or actuarial advice: We will not be responsible for ensuring
that your investment policy statement complies with all specific legal or other requirements that
apply to you. That responsibility rests solely with you, and you should consutt with your legal
and tax advisors regarding those matters.

Fund Profiles and Fee Benchmarking Reports: We obtain the profiles of investment funds
we provide to you from publicly available sources commonly used in the industry and which we
believe to be reliable. Those profiles include a variety of information on the funds including
historical performance and performance comparisons against certain indices.

We also rely on third parties we believe to be reliable to prepare fee benchmarking analysis.
Those parties are usually responsible for computing, formatting and displaying the analysis for
your review.

While we believe the information and reports obtained from external sources are accurate, we
do not independently verify or guarantee the information presented or its accuracy. Therefore,
we cannot assure the plan that the performance information or fee analysis is calculated on a
uniform or consistent basis or that the index selected for performance comparisons is
appropriate. The prior performance of an investment fund does not guarantee the investment
fund'’s future performance.

Benchmarks in our reports are shown for informational purposes only and reflect historical

performance of market indices and not the performance of actual investments. The selection
and use of benchmarks for comparison purposes is not a promise or guarantee that the
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performance of your assets will meet or exceed the performance of the stated benchmark. The
past performance of a benchmark does not guarantee or indicate future results of the
benchmark or your portfolio.

We offer other advisory services not described in this brochure. If you would like more information
please ask your Financial Advisor for the Form ADV Disclosure Brochure for those programs and services.

We do not hold ourselves out as specializing in a particular type of advisory service or strategy. Instead,
our advisory programs and services offer a broad variety of strategies, investment options and asset
allocations and features.

s Wrap Fee Programs:

Program type Programs included
Discretionary Programs UBS Managed Portfolio Programs and Portfolio

Management Program

Separately Managed Accounts (SMA) Programs ACCESS and Managed Accounts Consulting

Unified Managed Accounts Program UBS Strategic Wealth Portfolio
Non-Discretionary Advisory Programs PACE and UBS Strategic Advisor Program

s Financial Planning Services.

¢ Financial education program: an employer or other sponsoring entity can contract with UBS to
have a UBS Financial Advisor provide one or more of a series of financial education seminars to
their employees or members (generaily, but not always, at no charge to the employee or
member) or to the public for a fee.

+ Consulting Services: available to retirement plans, institutions and corporate clients for an asset-
based fee, a fixed fee, mutual fund distribution and finder’s fees or brokerage commissions, as
well as a combination of a consulting fee with a brokerage offset or transaction fee.

There are important differences among these Programs in terms of services, structure and
administration, the depth of research conducted on the managers available in the programs, program
fees and the compensation that Financial Advisors receive. Please review the details of each service and
program carefully as you decide which program is appropriate for your investment needs.

Qualifications of Financial Advisors and Specialists Who Provide DC Advisory Services.

Most of our Financial Advisors are registered as broker-dealer and investment adviser representatives.
DCA Financial Advisors are required to meet certain minimum standards demonstrating a minimum level
of retirement plan knowledge and experience. Participation in the DCA Program is granted to Financial
Advisors who have met certain education, compliance, industry experience and investment management
standards.

Applicants are usually required to have at least three years of industry experience, $20 million in
corporate retirement plan assets, $300,000 in production, acceptable compliance record, and complete
a two-part education requirement. That training includes (1) the Chartered Retirement Plans Specialist
designation from the College for Financial Planning; and (2) Essentials of investment Consulting from
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the Investment Management Consultants Association. Waivers of the education requirements are
granted for Financial Advisors who hold similar designation and training experience.

The timeframe to meet the requirements may be extended under certain circumstances including
recruitment situations. Financial Advisors are nominated for participation in the Program by their Branch
Office Managers. DCA Program Management reviews nominees and admits qualified Financial Advisors
to the Program based on their experience and expertise.

Starting July 2011, we will provide to you a Brochure Supplement for your Financial Advisor and, if
applicable, any specialist involved in providing investment advisory services to you. The Brochure
Supplement includes information regarding your Financial Advisor's education, business experience,
disciplinary history, outside business activities, their compensation and supervision. You may also obtain
information about your Financial Advisor, their licenses, educational background, employment history,
and if they have had any problems with regulators or received serious complaints from investors through
the FINRA BrokerCheck service available from FINRA at http:/Avww finra.org., or from the Securities and
Exchange Commission at www.adviserinfo.sec.gov.

You can also contact your state securities regulator through the North American Securities
Administrators Assaciation’s website at http:/Awww.nasaa.org and request information about our firm
and your Financial Advisor.

C. How We Tailor Our Advisory Services
Our DC Adbvisory services are customized to the needs to the plan based on the information you provide.
We tailor our DC Advisory services as follows:

e Search of a plan provider is customized based on the complexity of the services
requested and the needs of the plan participants and fiduciaries.

+ Investment Policy Statement Assistance. We will work with you to determine the
criteria which will be used to monitor and select the investments based on the needs
and preferences of the plan fiduciaries.

e Investment reviews we provide can be customized to meet your particular needs and
goals. You and your financial advisor can determine which types of analysis to include
in your reports.

D. Participation in Wrap Fee Programs

Our services under the DCA Program do not include the participation or offering of those services in
wrap fee programs.

We provide our own portfolio management services, and in some programs, those of our Financial
Advisors as discretionary portfolio managers in the wrap fee programs we sponsor. We receive a wrap
fee for those services and share a portion of that fee with Financial Advisors who participate in the wrap
programs. Details of the programs are available in our Wrap Fee Disclosure Brochure which is available
from your Financial Advisor.

Financial Advisors who participate in wrap fee programs may also have clients with accounts in

brokerage or other advisory programs. The services and management of those accounts differ. For
example, when acting in a discretionary capacity, PMP Financial Advisors should place transactions for
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their PMP clients' accounts prior to soliciting the same securities in their non-discretionary advisory and
brokerage clients' accounts. PMP Financial Advisors are also subject to an internal personal trading

policy.

Our activities as portfolio manager and sponsor of wrap fee programs are separate from our DCA
Program.

E. Assets Under Management

The DCA Program does not include our management of client assets on a discretionary or non-
discretionary basis.

Our assets under management in wrap fee programs as of February 28, 2011 are listed below.
Although this information does not apply to our DCA Program, it provides you additional background
regarding our activities as investment adviser.

s Non-discretionary Programs:  126,032,660,374

» Discretionary Programs: 48,666,034,586
« Total: 174,698,694, 960
ITEM 5. FEES AND COMPENSATION

The fee that you pay for DC Advisory services covers our advice, investment reviews, plan program
consulting and employee education.

We may customize the fee structure so that some services may be obtained under one payment option
and other services under a different option.

A. DCA Program Fees
e Plan Program Consulting: $10,000 to $50,000.
¢ Investment Consulting Services: 15% to .75% on eligible plan assets.
e Employee Education Consulting: 15% to .75% on eligible plan assets.

Minimum Program Fee: Our fees in the DCA Program are negotiable, but generally we charge a
minimum fee of either, the greater of $5,000 or .15% of the eligible plan assets.

B. Billing Practices
Clients may cancel the DCA Program Agreement and receive a full refund of fees paid by contacting
their Financial Advisor within 5 business days from the date the Agreement is accepted by us. After that

period, the fee is non-refundable.

The billing process described below is subject to change upon prior written notice to you.
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Valuation and Billing: We rely on the value of the plan’s assets provided by the plan's custodian or
program provider for purposes of determining or calculating the DCA Program fees. We do not review
or verify the valuation information provided to us.

Generally, DCA Program fees are billed in arrears on a calendar quarter basis. If the fee is based on the
percentage of assets, the fees are calculated based on the asset value of the account at the end of the
preceding quarter and will be billed at the beginning of the current quarter.

Fees for plan program consulting services will be billed for half of our total fee once we have executed
the DCA Consulting Services Agreement and the remainder of our fee will be billed once we complete
the agreed upon services.

The following will be excluded from the value of the plan assets for purposes of calculating our fees:
o the value of the plan’s investments in any UBS affiliated/proprietary fund,
o the value of the employer securities
» the value of any self-directed brokerage accounts
s the value of participation loans

Invoices: We will invoice the plan for our services. We will not bill the custodian or program provider
directly for our fees. Depending on the plan’s program provider, the plan fiduciaries may be able to
direct the plan provider to automatically pay our fees from the assets of, or generated by, the plan. In
those situations in which your program provider automatically remits the program fees to us, we will
provide you with a quarterly statement, rather than an invoice, with details on the amount of fees we
have received. We will not accept 12b-1 fees, transaction based compensation or other revenue
directly from the investments offered in the plan.

Fees for our DCA Program are negotiable, and are at our sole discretion, may be waived, and may differ
from client to client based on a number of factors. These factors include, but are not limited to:

type and size of the plan,

the number and type of services selected,

the scope of the engagement,

the complexity of the services provided and preferences of the plan fiduciaries
the expected frequency with which services may be needed,

and the nature and amount of client assets involved.

* * & » 8

Our ability to charge a fee less than the maximum or waive the fee may result in one client paying for
the same set of services provided to another client at a lower fee or free of charge. We may also
discount fees for clients purchasing multiple services or in connection with sales promotions or
marketing campaigns.

Fees, as well as other account requirements, may vary as a result of the application of prior policies
depending upon when you engaged us to provide advisory services.

Your Financial Advisor receives a percentage of the Program Fees you pay to us.

Other types of fee arrangements—such as a wrap fee arrangements, fee plus commission, or a fixed fee
arrangement-—are available in other advisory programs and services. We may enter into special
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agreements to provide other services involving specific clients, Financial Advisors or any of our branch
offices. For more information regarding the above, contact your Financial Advisor.

Potential Conflicts of Interest. Depending on the services you select, you may find that variations of
the individual DCA services are available to you outside of DCA and may be available for more or less
than you would pay in the program. For example, outside of DCA, all Financial Advisors in our Firm can
provide certain mutual fund selection services and basic portfolio analytics to clients either free of
charge or for the 12b-1 payments we receive from the mutual funds we sell to you. We make these
services available to all our customers as part of our brokerage services for no additional or separate
charge. Our brokerage services do not include our fiduciary advice in the recommendation of
investment options.

As is the case with all our Financial Advisors who are duly licensed to conduct advisory business, DCA
Financial Advisors (in their capacity as brokers/Financial Advisors) can provide clients with brokerage

services outside of DCA. Since services similar to those available in DCA may also be available to you
through our brokerage services, your DCA Financial Advisor may have an incentive to recommend to

you the DCA services, which may result in increased compensation to them. Please discuss our
various product offerings, their features and costs with your Financial Advisor.

You should consider these factors carefully before participating in engaging in the DCA program for a
fee.

C. Fees/Other Charges Not Covered by Your DCA Program Fee

The fee you pay covers only our advice and services provided in the DCA program. The DCA Program
Fee does not cover:

» any other services, accounts or products we provide to you;

¢ transaction based charges or commissions, account maintenance fees or other charges you mayincur
in implementing our advice;

» custody fees imposed by other financial institutions if you choose to custody your assets at other
financial institutions;

» fees for recordkeeping, trust and plan administration charges;

o mark-ups/mark-downs on principal transactions with us or other broker-dealers;

s internal trust fees;

e costs relating to trading in foreign securities (other than commissions otherwise payable to us);

e internal administrative, management, redemption and performance fees that may be imposed by
collective investment vehicles such as open-end and closed-end mutual funds, UlTs, hedge
funds and other alternative investments, exchange-traded funds or real estate investment
trusts;

e redemption fees for active trading imposed by mutual fund sponsors;

¢ and other specialized charges, such as transfer taxes, and fees we charge to customers to off-set fees
we pay to exchanges and/or regulatory agencies on certain transactions.
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Either UBS Financial Services or UBS Credit Corp. will also charge interest on any outstanding loan
balances (including margin loans) to clients who borrow money from us or UBS Credit Corp. Clients also
may be charged additional fees for specific account services, such as:

ACAT transfers

Wire transfer charges

Annual and termination fees for retirement accounts

Annual and termination fees for RMAs or Business Services Accounts (BSAs)

. & 5 0

Please review the applicable prospectus and offering documents for the investment vehicles
we offer carefully for a detailed description of the additional fees associated with such
investments.

D. Compensation to Financial Advisors Who Recommend Advisory Programs

UBS Financial Services Inc. is one of the nation’s leading securities firms, serving the investment and
capital needs of individual, corporate and institutional clients. We are a member of all principal securities
and commodities exchanges in the United States including the New York Stock Exchange (“NYSE”). Our
parent company, UBS AG, is a global, integrated investment services firm and one of the world's leading
banks. We are registered to act as a broker-dealer, investment adviser, and futures commission
merchant. Currently, our principal business, in terms of its revenues and personnel, is that of a broker-
dealer in securities.

Most of our Financial Advisors are licensed as investment adviser representatives and broker-dealer
representatives and may suggest or recommend that advisory clients use the Firm's securities accounts,
execution, banking and custody services, or those of an affiliate.

In general, we pay our Financial Advisors a percentage of clients' commissions and fees (called a payout
or grid rate), less certain adjustments requested by our Financial Advisors, according to an established
schedule based on the revenues the Financial Advisor generates with the clients he or she services. For
transactions-based accounts—which hold products such as stocks, bonds, options and mutual funds—
the payout rate ranges from 20% to 45% of the commissions or sales charges paid to the firm.
Generally, for stock and option transactions, the payout is adjusted downward to account for a $12 per
transactions fee. For asset-based fee programs and financial planning fees, the payout ranges from 20%
to 48% of the fees paid to the firm.

We may reduce or terminate the above payouts to Financial Advisors in connection with accounts they
service that do not meet certain prescribed asset levels on a household basis.

The percentage of firm revenues credited to Financial Advisors in asset-based programs is
higher than the percentage of firm revenues credited on most other products and services,
including the compensation they would receive if you paid separately for advice, brokerage
and other services. The differences in compensation create an incentive for Financial Advisors
to recommend products for which they receive higher compensation.

Under certain circumstances (e.g., acquisitions and recruitment), some Financial Advisors or producing
Branch Office Managers may be compensated differently. Financial Advisors also receive certain revenue
awards based on their production amount, business mix and net new assets. We reserve the right, at
our discretion and without prior notice, to change the methods by which we compensate our Financial
Advisors.



ITEM 6. PERFORMANCE BASED FEES AND SIDE BY SIDE MANAGEMENT

Our advisory services in the DCA Program do not impose performance fees.

UBS Financial Services does not serve as investment manager to hedge funds private equity or similar
types of investment vehicles. However, as a distributor of alternative investments, including hedge funds
and fund of funds, UBS receives a portion of the performance fees charged by the investment adviser to
those funds. Financial Advisors who sell those alternative investments, including those investments held
in Advisory accounts receive a portion of those fees.

ITEM 7. TYPES OF CLIENTS

A. Type of Clients

We provide investment Advisory services to individuals, banks, thrift institutions, mutual funds and other
investment companies, pension and employee benefit plans, trusts, estates, charities, corporations and
other business and government entities. Generally, the majority of our clients in the Advisory Programs
are individuals and in DCA they are all retirement plans..

B. Reguirements for Participation in the DCA Program

1. Minimum Asset Requirement: Our DCA services are available for defined contribution
retirement plans where the amount of plan assets are generally $1 million or greater.

The Program'’s services available may differ depending on the plan assets and the complexity of the
needs. We reserve the right, in our sole discretion, to change the plan assets standards for the DCA
Program.

2. Custody and Other Account Services. Under DCA, the assets of the plan may not be held at
our firm and the plan agrees to use only a “qualified” custodian that is a bank, a U.S. registered broker-
dealer or futures commission merchant or a foreign financial institution and meets the definition of
"qualified custodian” set forth in Rule 206(4)-3(cX3) under the Investment Advisers Act of 1940.

3. Plan Information. Our DCA Program Services are based upon the information and selection
criteria you provide to us including plan goals, risk tolerance, and objectives. We rely on this information
in providing our advisory services, so we require you to review the information and notify us promptly if
there are any discrepancies or if your objectives or financial condition have changed. You agree to
review this information and provide us with updates as necessary or any material change in your
circumstances which may affect our services and investment recommendations.

You are responsible for providing us with a current address. If we are unable to invoice the plan
fiduciaries by mail, we will be required to terminate the relationship from the DCA Program.

4. DCA Program Agreement. As a DCA client, the plan fiduciaries will enter into a written
agreement with us. The agreement will identify the service you selected, the fees charged, and our
respective rights and obligations under the agreement. The agreement to participate in DCA will not be
effective until accepted by an authorized member of DCA Program Management.

5. Investment Recommendations. Except for providing assistance in the selection of mutual

funds for inclusion in a plan's investment menu, our DCA services do not include the recommendation
or solicitation of any other types of securities. Also, we do not meet or otherwise advise plan
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participants regarding their investment options in the plan.

6. Broker of Record. Neither UBS nor any of our Financial Advisors may be listed as broker of
record for any of the mutual funds you select for your plan platform. The plan‘s record-keeper must
confirm in writing that neither UBS nor any of its Financial Advisors are listed as broker of record for the
plan’s investments.

7. Reliance of Plan Fiduciaries and Limits of DC Advisory's Responsibility. In making the
services described in this brochure available to the Plan and the plan fiduciaries, we rely on the
information provided to us by the plan fiduciaries. This means that:

s it is the responsibility of the plan fiduciaries to provide us with all material and pertinent
information regarding investment objectives, risk tolerance, asset allocation, and the historical
performance of the plan’s investments, income and liquidity requirements as well as any other
relevant matters that we may request from time to time.

+ We will rely on the information provided to us by the plan fiduciaries without further
verification.

¢ The plan fiduciaries should notify us promptly of any material changes in the financial condition,
risk tolerance, needs or objectives of the plan.

As it pertain to our services:

s DCA services are suggestions, and are not binding on the plan. The plan fiduciaries retain
absolute discretion over, and responsibility for, the implementation of any of DCA's suggestions.
All investment decisions are the responsibility of the plan fiduciaries.

¢« DCAis not a portfolio management program. Neither we nor our Financial Advisors:

o manage the plan’s assets or exercise any investment discretion or control over the plan’s
assets,

o assume any responsibility nor are we liable for the conduct or investment performance,
either historical or prospective, of any investment fund suggested by a DCA Financial
Advisor and selected by the plan fiduciaries,

o provide any legal, accounting or actuarial advice or prepare any legal, accounting or
actuarial document.

8. Termination. The plan fiduciaries may terminate DCA within five business days of executing
the DCA Consulting Services Agreement and receive a ful! refund of all fees paid to us. Thereafter,
either party may terminate this relationship by notifying the other party in writing, and termination wili
become effective upon the receipt of this notice. Upon termination, we will have no further obligation
to act or advise the plan or the plan fiduciaries with respect to the plan assets. Note that termination of
the DCA Consulting Services Agreement will end our investment advisory fiduciary relationship with the
plan as it pertains to the plan assets covered by the DCA Consulting Services Agreement.

9. implementing Our Advice: It is your responsibility to determine if, and how, the advice we
provide to you in the Program should be implemented or otherwise followed. You should carefully
consider all relevant factors in making these decisions, and we encourage you to:

« consult with your outside professional advisers
s consult with your legal counsel and/or accountant or tax professional
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regarding the legal or tax implications of a particular recommendation, strategy or investment, including
any estate planning strategies, before you invest or implement a particular strateqgy.

You should also understand that all investments involve risk, the amount of which will vary, and that
your ability to implement any financial strategy may be affected by a number of factors including:

market fluctuations

the actual value of assets held at other financial institutions
your ability to make the contributions required, and

the impact of your other investment decisions.

> & & »

You are not required to purchase products that we distribute or otherwise transact business
with UBS Financial Services or any of our affiliates to implement any of the suggestions made
in connection with the DCA services we provide.

10. Electronic delivery of documents. To the extent permissible by applicable law, we may

deliver Form ADV Disclosure brochures, reports, analysis prospectuses, offering documents and other
documents and notices related to your DCA Program relationship via electronic format.

ITEM 8. METHODS OF ANALYSIS, INVESTMENT STRATEGIES AND RISK OF LOSS

All investments carry the risk of loss. Please review the documents, profiles and investment proposals
we provide to you for a description of the specific risks associated with the investment strategy you
selected. Please see the end of this section for risks associated with investments offered in the DCA
Program.

We obtain information from various sources, including:

Financia! publications

Inspections of corporate activities

Company press releases

Research material prepared by our affiliates and third parties
Rating or timing services

Regulatory and self-regulatory reports

Other public sources

¢« & & & 2 o+ »

In addition, we receive a broad range of research and information about the following:
The economy

Industries

Groups of securities and individual companies

Statistical information

Market data

Accounting and tax law interpretations

Political developments

Pricing and appraisal services

Credit analysis

Risk measurement analysis

Performance analysis

Other information that may affect the economy or securities prices

*® & & & 5 @ * ° & " 00
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Research can be received through various channels, including:

+ Written reports

Telephone contacts and personal meetings with research analysts
Economists

Government representatives

Corporate and industry spokespersons

. & & 9

We may receive research, model portfolios and asset allocation services generated by UBS, UBS affiliates,
third parties, by or through brokers or dealers or investment advisers, including research, model
portfolios and asset allocation advice purchased through economic arrangements with such parties.

Our investment Advisory services generally rely on a variety of fundamental, technical, quantitative and
statistical tools and valuation methodologies. As a result of these different methodologies employed,
technical or quantitative research recommendations may differ from, or be inconsistent with,
fundamental opinions for the same security. We may use computer technology to more readily display
these factors and to create asset allocation recommendations. Personnel involved in providing
investment Advisory services may have access to specialists or other information for all major industry
groups.

Our Financial Advisors and clients have access to research from UBS Wealth Management Research
Americas (WMR), which is part of UBS Wealth Management Americas. WMR is designed specifically for
use by private clients and our Financial Advisors. As a result, subject to certain exceptions, we expect
that product areas in UBS Financial Services Inc. will incorporate insights and economic perspectives of
WMR, where appropriate, in their products and services.

Clients and Financial Advisors also have access to certain categories of UBS Investment Research (INV
Research) that is issued by UBS Investment Bank. Because both sources of research reflect the different
assumptions, views and analytical methods of the analysts who prepared them, there may be a
difference of opinions between WMR and INV Research. Neither source is necessarily more reliable than
the other. The various research content provided does not take into account the unigue investment
objectives, financial situation, or particular needs of any specific individual investor.

You should be aware that we or our affiliates (or employees thereof) may have conflicts of
interest in connection with the research reports we publish. UBS and its affiliates (or any of our
employees) may happen to fall into any one of these categories, which could potentially create a conflict
of interest:

+ Holding long or short positions in a specific security being researched

e Deal as principal or agent in a specific security being researched

e May provide Advisory or other services to an issuer or their affiliate that is covered in research
reports issued by WMR and/or INV Research

WMR and INV research analyst compensation is not based on investment banking revenues; however,
their compensation may relate to the revenues or profitability of UBS business groups as a whole, which
may include investment banking, sales and trading services.

Financial Advisors also have access to proprietary models covering equities, fixed income, mutual funds
and municipal securities developed by our various business areas.

Risks Associated with Certain Investments in the DCA Program

This section is not intended to enumerate all the risks associated with these investments.
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¢ Mutual Funds and Exhange Traded Funds

Mutual funds and exchange traded funds are sold by prospectus. To determine whether a particular
investment is an appropriate investment for you, carefully consider the important information on the
investment objectives, risks, charges and expenses. Please read the prospectus and offering documents
carefully before you invest. Your Financial Advisor can provide a copy of the prospectus. You should be
aware that the return and principal value of the Fund and ETF will fluctuate so that shares, when
redeemed, may be worth more or less than their original cost.

Shareholders of these investments pay fees to the service providers of the funds, for example,
management and administrative fees. The actual returns of your investment will be reduced by those
fees and expenses.

There are risks involved with investing, including possible loss of principal. There is no guarantee that
the investments will appreciate during the time that you hold them and some or all may depreciate in
price. The risks for each investment will vary depending on the investment objective and underlying
investments of each mutual fund and ETF. The prospectus lists the applicable risks. Please review those risks
carefully before investing.

. Exchange Traded Funds

When you purchase an ETF share, you purchase an interest in an underlying basket of securities,
designed to obtain investment results that correspond generally to price and yield performance of a
particular index of securities, such as the S&P 500 index. There is no assurance that the ETF investments
will match the index it aims to replicate. Investors in ETFs are subject to different risks than investors in
mutual funds, as some of these instruments do not issue and redeem shares on a continuous basis. As a
result, these securities may not be as liquid as open-end mutual funds. The price of these securities
trading on an exchange can move independently of, and at a discount to, the net asset value (NAV) of
securities comprising the fund's portfolio.

¢ Commingled Investment Trusts or Funds

A commingled fund is not open to individual investors. The strategies may be speculative and involve
significant risk. Unlike a mutual fund, the only way that an investor can gain access to a commingled
fund is through a retirement plan such as a 401(k) plan. Additionally, regulation of these two types of
funds varies. For instance, the mutual fund industry is governed by the Securities and Exchange
Commission (SEC). Mutual funds lay out an investment strategy in legal documents that are filed with
financial regulators in a region so investors are aware of the risks and rewards that are likely with a
fund.

Managers of U.S. commingled funds are not regulated by the SEC, Instead, these investment advisers
adhere to less stringent guidelines and are overseen by the U.S. Office of the Comptroller of the
Currency or by a state banking authority. As a result of less stringent governance, managers of
commingled funds have to disclose fund performance and the components of a portfolio only once a
year, although most fund managers communicate performance to investors on a more frequent basis.
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ITEM 9. DISCIPLINARY HISTORY

Below is a summary of the material legal and disciplinary events against UBS Financial Services Inc.
during the last ten years. As of the date of this brochure, there are no reportable legal and disciplinary
events for our senior management personnel or those individuals in senior management responsible for
determining the general investment advice available to our clients.

The disciplinary reporting requirements for broker-dealers and investment advisers differ in some ways,
with FINRA requiring broker-dealers to report on matters (for example, pending complaints and
arbitrations) which are not required to be reported by investment advisers. Since our firm operates as
both broker-dealers and investment advisers we file the information as required by each entity. The
information in this report is not the only resource you can consult. You can access additional
information about our firm and our management personnel on the Security and Exchange Commission's
website, located at www.adviserinfo.sec.gov., as well as the Financial Industry Regulatory Authority's
website, www finra.org/brokercheck.

Executive Officers and Board of Directors

¢ Robert J. McCann is Chief Executive Officer of UBS Wealth Management Americas, which
comprises the registered broker-dealer, UBS Financial Services Inc., as well as the Private Banking
operation.

* Rosemary T. Berkery is Chairman of UBS Bank USA and Vice Chairman of UBS Wealth
Management Americas, which comprises the registered broker-dealer, UBS Financial Services
Inc., as well as the Private Banking operation.

¢ John J. Brown is a Group Managing Director for UBS Wealth Management Americas, which
comprises the registered broker-dealer, UBS Financial Services Inc., as well as the Private Banking
operation. He currently heads the Wealth Management Solutions business.

¢ John Dalby is Chief Financial Officer and Chief Risk Officer of UBS Wealth Management
Americas. He is a member of the Executive Committee of UBS Financial Services Inc.

¢ William Frey, is a Managing Director and Chief Financial Officer of UBS Financial Services Inc.
He is also the Head of Business Accounting and Controlling for UBS Wealth Management
Americas, which principally comprises the registered broker-dealer, UBS Financial Services Inc.,
UBS Bank USA as well as the Private Banking operation.

s Brian P. Hull is a Group Managing Director and Head of Wealth Management Partnerships for
UBS Financial Services Inc., which comprises three units: Strategic Client Relationships,
Investment Services and Client Development.

¢ Robert E. Mulholland is a Group Managing Director and the Head of the Wealth Management
Advisor Group for UBS Financial Services Inc.

e Paula D. Polito is a Group Managing Director and Chief Marketing Officer of UBS Wealth

Management Americas, which comprises the registered broker-dealer, UBS Financial Services
Inc., as well as the Private Banking operation.
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* Anita Sands is a Group Managing Director and Chief Operating Officer of UBS Wealth
Management Americas, which comprises the registered broker-dealer, UBS Financial Services
Inc., as well as the Private Banking operation.

» David J. Satler is a Managing Director, member of the Executive Committee and the Head of
Human Resources of UBS Financial Services Inc.

Wealth Management Research

+ Mike Ryan is a Managing Director, Chief Investment Strategist and Head of Wealth
Management Research for UBS Wealth Management Americas, which comprises the registered
broker-dealer, UBS Financial Services Inc., as well as the Private Banking operation.

Management for the Investment Advisory Products Covered in this Brochure

« Jim Hausmann is a Managing Director and Head of the Corporate, Institutional and Middle
Markets Business for UBS Wealth Management Americas.

¢ Paul Chong, is an Executive Director and Head of 401(k) and Institutional Consulting Group.

General Counsel, Director of Compliance and Chief Compliance Officer

» Jonathan Eisenberg is a Group Managing Director and General Counsel of UBS Wealth

Management Americas, which comprises the registered broker-dealer, UBS Financial Services
Inc., and the Private Banking Operation.

+ Douglas T. Siegel is a Managing Director and Head of Compliance for UBS Wealth
Management Americas, which includes UBS Financial Services Inc.

e Lisa M. Francomano is an Executive Director, Deputy Director of Compliance and Chief
Compliance Officer for LIBS Financial Services' advisory business.

-~ 23~



DATE OF BrouGHT By ALLEGATION DisposiTioN MONETARY
AcTion SANCTIONS
November | FINRA Violation of NASD Rules 1021, 1031, 2110 | Letter of Fine: $200,000

3, 2010 and 3010, FINRA Rule 2010 by permitting Acceptance, Waiver | Test of
70 individuals to act as principals without & Consent. Supervisory
registration, and inadequate supervisory procedures with
procedures. Censure, Fine, written report
Establish within 120 days
supervisory and certification
procedures. of supervisory
changes and
written report
within 90 days
Septermber | FINRA Violation of NASD Rules 2110, 3010(a) and | Letter of Fine: $175,000
29,2010 3010(b), FINRA Rule 2010 by lending Acceptance,
customer securities to facilitate short selling | Waiver & Consent,
without disclosing certain facts to Censure, Fine,
customers and failing to adequately Establish
supervise. supervisory
procedures
June 28, FINRA Inadequate systems/procedures, to detect Letter of Fine: $100,000
2009 patterns of unsuitable shori-term trading of | Acceptance, Waiver
Closed-End Funds. & Consent, Censure
& Fine
February SEC and US | UBS entered into a Deferred Prosecution Disgorgement $380,000,000
2009 Dept of Agreement with the D.O.1. and a Consent {$200,000,000 s to
Justice Order with the SEC in connection with an the SEC)
investigation into the firms Cross-Border Back Taxes Payment | $400,000,000
business. UBS AG agreed to disgorge
profits and pay back taxes. UBS AG will
terminate cross-border business serving
private clients out on non SEC registered
entities.
February FINRA Violated NASD Rules 2110, 3010, 2320, Letter of Fine: $110,000
26, 2009 3110, 3360, 3370, 6130, 6955(A) by failing | Acceptance, Waiver | Restitution:
to find the best inter-dealer market, did not | & Consent, Censure | $2,719.65
obtain a favorable price, did not mark and Fine
short-sales as such, did not note delivery Restitution to
instructions. The supervisory procedures customer and
were not adequate to achieve compliance. | revision of firm
procedures
January 9, | CFTC UBS FA violated Sections 6{c) and &{d) of Cease & Desist from | Civil Penalty:
2009 Commodities Exchange Act and did not file | violating Regulation | $50,000
with the National Futures Association the 4.7(b)3)) and CFR
commodity pools’ annual reports in a timely | 4.7(bX3)iX2008)
manner or deliver 1o pool participants. and pay a civil
penaity
December | Swiss The cross-border business of UBS AG Injunction None
2008 Federal private clients was investigated and the firm
Banking was required to cease operating its non-W9
Commission | relationships, and to establish an adequate
risk management and control system for
this business.
December | US District Auction Rate Securities (ARS) UBS is Cease & Desist Civil Penalty TBD
22,2008 Court, New | permanently enjoined from violations of the | Injunction
York broker/dealer fraud provisions: Civil Penalty
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DATE OF BROUGHT By ALLEGATION DISPOSITION MONETARY
ACTION SANCTIONS
DATE STATE CIVIL
PENALTY

6.26.08 | Massachusetts $2,180,875

Education

$250,000

3.30.10 | Texas $6,640,432

4.23.10 California $15,209,146

4.27.10 | Kentucky $485,558

5.6.10 Louisiana $867,350

Idaho $389,031

5.17.10 Arizona $1,662,029

6.21.10 | Alabama $328,180

July Indiana $705,000

2010 No. Dakota $235,194

Vermont $243,263

So. Dakota $317,375

Montana $324,542

Michigan $2,227,163

Virginia $1,363,942

W. Virginia $155,754

Georgia $1,279,856

Connecticut $2,098,792

Mississippi $498,250

Washington $1,805,294

Wyoming $288,945

Rhode Island $247,677

Delaware $269,248

Maine $249,018

Puerto Rico $207,429

Tennessee $1,046,609

Virgin Islands $258,154

lowa $455,918

Nebraska $406,414

New Mexico $275,205

7.14.10 New Mexico $275,205

9.10.10 | Nevada $1,099,850

9.20.10 | So. Carolina $390,657

225 -




DATE OF BrouGHT By ALLEGATION DISPOSITION MONETARY
AcTioN SANCTIONS
10.6.10 | Oregon $1,175,492
Education
$61,868
11.5.10 | Florida $6,581,232
111610 | Arkansas $265,036 |
12.8.10 | Oklahoma $274,539
12.8.10 | Wisconsin $462,788
2.15.10 | Pennsylvania $2,588,077
2.3.11 New Jersey $3,790,487
g October SEC Violations of '34 Act Section 15(c) Consent Judgment | Cease & Desist,
31, 2008 regarding the marketing and sale of and Fines in
Auction Rate Securities. varying amounts
currently being
paid to all 50
states out of the
$75 million noted
above in Dec 12,
2008 decision
10 | February FINRA UBS effected transactions in Mutual Fund Letter of Fine:$ 1,000,000
28, 2008 shares where other share classes were Acceptance,
advantageous, or within the NAV transfer Waiver & Consent,
program, Failure to maintain supervisory Censure and Fine.
procedures designed to identify NAV Firm to undertake
Programs. initiative to provide
remediation 1o
certamn customers
who purchased
Class B or C shares
or who did not
receive benefit of
the NAV transfer
program.
11 | December | State of Firm failed to supervise former FA's for Consent Order, Civil . $ 75,000
3, 2007 Missouri public seminars and recommendations to Censure, Fine & Investor
customers re: mutual fund share sales. Disgorgement Restitution:
$247,680
Disgorge:
$135,946
investor
Education:
$230,000
Cost to

-26-




DATE OF BrouGHT BY ALLEGATION DisPOSITION MONETARY
Acrion SANCTIONS
investigate:
$8,584
12 | October FINRA Firm did not file certain amendments to U- | Letter of Fine: $370,000
24, 2007 4's and U-5's during the period 1.1.02 to Acceptance Waiver
12.31.04 and did not have adequate & Consent & Fine
supervisory procedures re: late filings.
13 | October 2, | FINRA Violated NYSE Rule 401{a) and 342 by Letter of Fine: $500,000
2007 failing to deliver prospectuses and failing to | Acceptance, Waiver
maintain supervisory and control & Consent, Censure
procedures. & Fine
Certification to
NYSE re: policy &
procedure revisions
within 90 days.
14 | July 16, Attorney Non-discretionary fee-based brokerage Remediation to Remediation:
2007 General accounts were ynsuitable for certain clients | Customers & $21,300,000
State of NY | and fees/commissions were higher than Penalty to State of | Penalty:$2,000,0
non-fee based accounts NY 00
15 | April 16, State of Failure 1o keep certain books & records Fine, Financial Fine: $1,500,000
2007 Connecticut | pertaining to sub-account transfers with Literacy Initiatives, Public School
Department | insurance products & failure to supervise Education Initiatives | Initiative:
of Banking | agents re: market timing. $1,250,000
Public College
Initiative:
$1,000,000
Dept of Social
Service Initiative :
$1,500,000
CT Law
Enforcement:
$250,000
16 | May 26, NYSE Sales Practice exams in 2003 and 2004 Stipulation of Facts | Fine: $175,000
2006 revealed overcharges and the Firm violated = & Consent to
Section 17{a)}2) of the '33 Act, and Rule Penalty
10b-10 of the '34 Act.
17 | January NYSE Failure to supervise brokers who engaged in | Fine, Consent Fine:$23,700,000
11, 2006 deceptive market timing of mutual funds Qrder, Censure, Fine State of NJ:
and varied insurance products. Civil Penalty $24,700,0600
18 | March 7, State of Failure to provide investors with accurate Fine Fine: $95,000
2005 Hiinois information re: callable CD's and failure to
supervise.
19 | June 28, NASD Violation of MSRB Rules G-17 and G-30, Censure & Fine Fine: $100,000
2004 unfair pricing of bond sales.
20 | December | State of Violation of Section 409.204(a)(2)(G) and (J) | Cease & Desist, Fine: $431,117
10, 2003 Missouri of the Missouri Securities Act re: research Fine, Penalty, Penalty:
Secretary of | practices and conflicts of interest arising Disgorgement, $25,000,000
State from those practices. Investor Education Disgorgement:
$25,000,000
Global Research Settlement Actions. Procurement:
$25,000,000
Education:
$5,000,000
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DATE OF BROUGHT BY ALLEGATION DisposITioN MONETARY
AcTion SANCTIONS
DATE STATE PENALTY
02.21.04 | No. Carolina $620,209
02.23.04 | New Mexico $250,000
02.20.04 || New Hampshire $250,000
12.29.03 | West Virginia $250,000
12.15.03 | California $2,609,851
12.17.03 || Nebraska $250,000
12.26.03 | Chio $874,773
12.30.03 || Pennsylvania $946,269
11.21.03 | Montana $250,000
11.21.03 § Maryland $408,100
11.19.03 || Washington DC $250,000
11.14.03 | Virginia $545,408
11.05.03 § So. Dakota $250,000
11.05.03 || Nevada $250,000
11.12.03 || Wtah $250,000
11.09.03 |} Wisconsin $413,277
10.10.03 |} North Dakota $250,000
10.12.03 || Minnesota $379,051
10.09.03 | Kansas $250,000
10.08.03 |} Massachusetts $489,205
10.08.03 || Indiana $468,508
09.29.03 | Alaska $250,000
09.29.03 j Tennessee $438,366
09.29.03 || Puerto Rico $293,457
09.25.03 § Georgia $630,775
09.22.03 j Washington $454,149
09.23.03 || Vermont $250,000
09.22.09 i Rhode Island $250,000
09.20.03 | Oregon $263,622
09.19.03 |l Florida $1,231,467
09.18.03 | Colorado $333,417
09.18.09 | Mississippi $250,000
09.17.03 |} Texas $1,606,657
09.11.03 i Michigan $765,768
09.11.03 || Delaware $250,000
09.10.03 i Hawaii $250,000
09.09.03 || Wyoming $250,000
09.08.03 || New Jersey $648,335
08.25.03 || Maine $250,000
08.22.03 |l ldaho $250,000
08.21.03 | Kentucky $311,423
08.21.03 || New York $1,462,158
08.21.03 |} Alabama $342,654
08.14.03 | Arkansas $250,000
04.28.03 || Arizona $395,321
04.28.03 | Oklahoma $265,877
04.28.03 | lllinois $956,921
04.28.03 || Connecticut $262,402
21 | August SEC Failure to supervise former RR who Consented to an Civil: $500,000
2003 committed fraud and caused extensive Order Instituting

client losses.

Proceedings,
Censure under '34
Act Section 15(b},
Civil Penalties
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DATEOF | BROUGHT By ALLEGATION DispOSITION MONETARY
AcCTION SANCTIONS
22 June 29, NYSE Failure to provide investors with accurate Censure & Fine Fine: $174,000
2003 information re: callable CD's and failure to
supervise.
23 | September | State of Excessive markups on treasury securities, Civil Damages $765,000
26, 2001 Florida jeopardizing their tax exempt status. (UBS share)
24 | April 6, SEC Violations of Sections 17(A)2) and 17(A)3) | Censure Disgorgement :
2000 of the Securities Act of '33 by "yield Cease & Desist $26,200,000

burning” which jeopardizes the tax exempt
status of treasury securities.

Disgorgement
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ITEM 10. OTHER FINANCIAL INDUSTRY ACTIVITIES AND AFFILIATIONS

UBS Financial Services Inc. is a member of all principal securities and commodities exchanges in the
United States including the New York Stock Exchange ("NYSE”). Our parent company, UBS AG (“UBS"),
is a global, integrated investment services firm and one of the world’s leading banks. We are registered
to act as a broker-dealer, investment adviser and a futures commission merchant. Please note that
registration as an investment adviser does not imply a certain level of skill or training.

As a full service broker-dealer and investment adviser, we offer our customers and investment advisory
clients a broad range of financial services and products, and we are engaged in various aspects of the
securities and investment business. Our financial services include:

Underwriting securities offerings
Acting as a market maker in securities
Trading for our own account
Acting as a clearing firm for other broker-dealers
Buying or selling securities, commodity futures contracts and other financial instruments for
customers as their broker or buying them from or selling them to clients, acting as principal for our
own account
+ Providing investment advice and managing investment accounts or portfolios
Acting as a commodity pool operator, futures commission merchant or commodity trading advisor
and providing custodial services
« Through our affiliates, we provide clients with trust and custodial services
We manage, sponsor and distribute registered investment companies and other public and private
pooled investment vehicles, including hedge funds, whose shares or other interests are sold to
clients

* & & & »

Currently, our principal business, in terms of its revenues and personnel, is that of a broker-dealer in
securities.

UBS Financial Services Inc. Subsidiaries & Other Affiliates

There are a number of related persons that provide investment management and other financial services
and products to our investment advisory clients, which may be material to our advisory business.

UBS, our subsidiaries or affiliates act in one or more capacities, including investment adviser, sub-
adviser, consultant, administrator and principal underwriter (as applicable) to a number of open-end and
closed-end investment companies with varying investment objectives. As a futures commission
merchant, and through affiliates registered as commodity pool operators and commaodity trading
advisors, we or an affiliate also provide advice on commaodities and commaodity-related products. Certain
of our subsidiaries, affiliates and related entities include the following:

* PaineWebber Properties Inc. creates, markets, distributes or acts as general partner for a number of
limited partnerships that invest in commercial and residential properties, oil and gas interests, and
research and development activities.

UBS Financial Services Insurance Agency Inc.

UBS Financial Services Inc. of Puerto Rico, a separately registered broker-dealer

UBS Insurance Agency of Puerto Rico Inc.

UBS International Hong Kong Limited

Trust-related services are available through the UBS Trust Company N.A. and the UBS Trust
Company of Puerto Rico.
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e UBS Credit Corp. provides loans to clients that are either unsecured or secured by securities or other
financial instruments. These loans may be used to buy securities or for other purposes. These loans
are not subject to the maintenance regquirements and potential capital charges that are imposed on
broker-dealers.

e UBS Bank USA is an FDIC-insured Utah industrial bank. UBS Bank USA provides deposit services and
loans to clients that are secured by securities or real estate. These loans may be used for purposes
other than buying, trading or carrying securities. These loans are not subject to the maintenance
requirements and potential capital charges that are imposed on broker-dealers.

UBS AG (UBS Financial Services Inc.’s ultimate parent) offers investment advisory services through a
variety of direct and indirect subsidiaries. These entities are separately registered investment advisors
and, in some cases, registered broker-dealers and commodity-trading advisors. Their principal lines of
business range from developing and distributing investment products including wrap fee products,
mutual funds, closed-end funds, privately placed funds and other pooled investment products, providing
investment advice to individuals, pension and other employee benefit plans, other tax-exempt
organizations, insurance companies, investment companies, commingled trust funds, corporations, and
other institutional investors, and serving as investment managers, administrators, distributors and/or
placement agents for a number of funds, including (in the case of UBS Global Asset Management (US)
Inc., the PACE Select Advisors Trust and a number of UBS and UBS Global Asset Management-advised
mutual funds. Certain of the investment advisers listed below may serve as investment manager for
clients participating in our MAC, ACCESS program or SWP programs.

The UBS AG subsidiaries registered as investment advisers in the United States include the entities
below. These companies manage the assets of, or serve as general partners or managers of registered
investment companies and private investment funds that may be offered and sold to our advisory
clients. Information on those investment vehicles can be found on the respective Form ADV of each
affiliated advisor.

Alternative Investment Solutions

UBS Agrivest LLC

UBS Global Asset Management (Americas) Inc.
UBS Global Asset Management (US) Inc.
UBS O’Connor LLC

UBS Realty Investors LLC

UBS Securities LLC

UBS Swiss Financial Advisers

UBS Fund Advisor, LLC

UBS Juniper Management LLC

UBS Tamarack Management LLC

UBS Eucalyptus Management LLC, and
UBS Willow Management LLC.

® & 5 5 5 % 0 6 9 ° & @

-31-



ITEM 11, CODE OF ETHICS, PARTICIPATION OR INTEREST IN CLIENT TRANSACTIONS AND
PERSONAL TRADING

A. Code of Ethics

The Firm maintains and enforces a written code of ethics in accordance with Rule 204A-1 under the
Investment Advisers Act of 1940. The code and any subsequent amendments, is provided to all
employees of the Firm and each employee is responsible for acknowledging receipt.

The code, which supplements the Firm’s code of conduct, has a dual purpose:
e To set forth standards of conduct that apply to all employees of the firm, including the firm's
fiduciary obligation to its clients
¢ To address conflicts of interest associated with the personal trading activities of a subset of
employees defined as “access persons.”?
Employees are required to promptly report any suspected violation of the code. Violations of the code
may result in discipline, up to and including termination. Clients or prospective clients may obtain a copy
of the Investment Adviser Code of Ethics upon request.
B. Participation or Interests in Client Transactions

1. Sources of Compensation from the Sale and Distribution of Mutual Funds

The following information summarizes the various sources of compensation generally received by the
Firm and our Financial Advisors in connection with the sales of mutual funds when we are listed as
broker of record. These fees are in addition to the fees charged under an investment advisory program.

These fees are not applicable in the DCA Program as you may not list UBS or any of its
Financial Advisors as broker of record for any of the investment options you select under the
DCA Program. If we receive any of this compensation in error, it will be returned to the fund
company or the plan.

UBS, our Financial Advisors and affiliates receive additional compensation in connection with the sale of mutual
funds, including those in which advisory accounts may be invested. This compensation is in addition to the
program fee you pay us for our investment advisory services. Instead, this compensation is a result of
distribution, sharehoider servicing, administration, marketing, investment management, revenue sharing or
referral agreements we and/our affiliates have with vendors or sponsors of those securities and other services.
We also receive additional compensation as a result of inter-company profit sharing and servicing agreements.
The nature of the services provided by, and the compensation paid to, us and our affiliates are described in the
offering documents for the respective products, which are available for no charge through your Financial
Advisor. Certain securities, for example, mutual funds are sold by prospectus only. Please read the prospectus
carefully before investing.

The amount of fees paid to us, and therefore your Financial Advisors, may vary depending on the arrangement
3 Access Person: all branch office employees, regardless of their job function, and any other Firm employee who works
from a branch location or home office employees who place trades on behalf of money managers who participate in the

Firm's advisory programs and home office employees that develop, manage or place trades for the UBS Managed
Portfolio Program.
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between us and the vendors/sponsors and, if applicable for mutual funds, and the terms and conditions of the

relevant fund’s 12b-1 or trail plan. If you hold these assets in your advisory accounts, we receive these payments
for the duration of your advisory program agreement. In some circumstances, our receipt of such compensation
may extend beyond your participation of our advisory programs if you continue to hold those assets at our firm.

As a result of the various payments to us or our affiliated companies, the amount of compensation that UBS
entities receive with respect to the sale of affiliated or proprietary mutual funds, including the money market
funds used as sweep vehicles in advisory accounts, is greater than the amount payable to the organization as a
whole from the sale of unaffiliated mutual funds.

For UBS proprietary products, our affiliates receive fees for providing investment management and other services
ancillary to the execution of purchases of shares in affiliated funds, including, administration and shareholder
services to the affiliated funds in the Programs.

Unless otherwise noted, we receive the payments described below for affiliated and non-affiliated products.

Some of the payments described below are included in the fees you pay the fund sponsor or investment
adviser. They then pay a portion of those fees to us as follows:

s Domestic Mutual Funds: Trailers and 12b-1 fees usually at the rate of 0.25% of the fund's
assets per year.

e Referrals: We may refer a client to a third party manager for investment into one of the
manager's funds for a negotiable referral fee.

Compensation Paid to the Firm. In addition to sales loads, 12b-1 fees and processing fees, UBS
receives other compensation from certain distributors or advisors of mutual funds, offshore funds and
unit investment trusts that we sell. These fees are paid in consideration for services provided by us
ancillary to effecting transactions. Financial Advisors do not receive a portion of these fees.

o Mutual Fund Networking Fees: Typically $12-$15 for each mutual fund position that is held at
UBS. Some fund companies may choose to calculate this rate expressed in basis points on
assets. Exclusions may apply to positions below $500. These fees are paid by mutual fund
sponsors from investor assets, but in some cases may be subsidized, in part, by affiliates of the
mutual fund.

e Mutual Fund Omnibus Processing Fees: These payments, which usually range from $16 to $22
per position are assessed per client and can vary by share class. A portion of the payments we
receive for omnibus processing is paid to the sub-account transfer agent. These fees are paid by
mutual fund sponsors from investor assets,

e Account Services Fees For Affiliated Funds: The amount of these fees may vary depending on
the fund, but generally average $12 per account per year, billed quarterly. Fees are paid by the
fund sponsor out of investor assets.

Revenue-sharing payments may present a conflict between our interests and those of our customers,
because the payments give us a financial incentive to recommend that our customers buy and hold
shares of those funds that we maintain on our distribution platform and for which we receive revenue-
sharing payments. Certain "no load" and "institutional" mutual fund shares may be purchased by our
customers at a charge of $75 per transaction, plus other customary sales charges. Revenue-sharing
compensation is made directly from the distributor or advisor, and not from the funds or indirectly
through fund portfolio trading commissions.
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We do not receive revenue sharing compensation in connection with mutual fund assets held
by plans in the DCA Program.

¢ Mutual Fund Revenue Sharing: Fees are paid by the fund sponsor or investment adviser out of
their legitimate profits and resources. These payments are based on two components: (1) the
amount of sales by UBS of a particular mutual fund family to our clients (excluding sales through
wrap-fee programs), and (2) the asset value of a particular mutual fund family's shares held by
our clients at UBS. In general, we charge each mutual fund family up to the following amounts:

o 0.08% per year (paid quarterly) on all sales of mutual fund shares (excluding sales
through wrap-fee programs)

e Upto 0.15% per year (paid quarterly) of the asset value of all equity mutual fund shares
held at UBS

» Upto 0.10% per year (paid quarterly) of the asset value of all fixed-income mutual fund
shares held at UBS (other than money market, institutional or offshore funds)

The revenue-sharing information is current as of the date of this brochure and is subject to
change in our discretion. Updated and current information on these arrangements is available
at our website, www.ubs.com/mutualfundrevenuesharing.
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2. Sources of Compensation from Third Parties

Contributions to Training and Education Expenses. Investment managers, mutual fund vendors,
unit investment trust sponsors, annuity, life insurance companies or their affiliates and sponsors of ETFs
whose products are available on our platform may contribute funds to support our Financial Advisor
education programs.

The contributions are used to subsidize the cost of training seminars we offer to Financial Advisors
through specialized firm-wide programs and regional training forums. These seminars are designed to
provide training and education to Financial Advisors, Branch Office Managers, Field Leadership, and
other personnel who regularly solicit clients to participate in the various types of businesses listed above.
These contributions also subsidize a portion of the costs incurred to support the Financial Advisor
training, Financial Advisor and Client education, and product marketing efforts conducted regionally
and nationally by product specialists employed by UBS.

Not all vendors contribute to our education efforts. Neither contribution towards these training and
educational expenses, nor lack thereof, is considered as a factor in analyzing or determining whether a
vendor should be included or should remain in our programs or our platform. Contributions can vary by
vendor and event. Some vendors may decide to contribute at levels different than those we request.
Additional contributions may be made by certain vendors in connection with specialized events or
training forums.

Your Financial Advisor does not receive a portion of these payments.

Non-Cash Compensation

In addition to the revenue-sharing payments described above, we and our Financial Advisors, may, from
time to time, receive non-cash compensation from mutual fund companies, investment managers,
insurance vendors, and sponsors of products that we distribute. This compensation may include the
following:

Occasional gifts

Occasional meals, tickets or other entertainment

Sponsorship support of training events for our employees

Various forms of marketing support

Other Compensation

In addition, our affiliates receive trading commissions and other compensation from mutual funds and
insurance companies whose products we distribute.

UBS or our affiliates may engage in a variety of transactions with (or provide other services to) the
investment managers, mutual funds, their affiliates or service providers with which you are doing
business. We may, in turn, receive compensation from these entities. Those transactions and services
that we provide may include:

e Executing transactions in securities or other instruments

Broker-dealer services for our own account

Research services

Consulting services

Performance evaluation services

Investment banking services

Banking or insurance services

® 5 & o & »
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3. Other Interests in Client Transactions

Principal Transactions and Agency Cross Trades

DCA Program clients may not establish accounts at UBS. The information below pertains to
our trading practices generally including those in our other advisory programs.

if we act as your broker, we and/or our affiliates may execute transactions on your behalf as your agent
or as principal for our own account on the other side of the transaction from you. Similarly, we or our
affiliates may, in transactions involving clients’ securities, act as agent while also representing another
client on the other side of the transaction. We may also have a position in, or enter purchase or sale
orders for, securities recommended to clients in the normal course of its business as a broker-dealer. We
and/our affiliates may profit from such positions or transactions in securities.

In certain advisory programs, we may enter into principal transactions for some investment advisory
clients after making appropriate disclosure and obtaining client consent when necessary. In accordance
with the provisions of Section 11(a) of the Securities Exchange Act of 1934, we may execute
transactions on the floors of national or regional securities exchanges for managed client accounts
where appropriate. Additionally, if appropriate client consent is obtained and required disclosure is
made, agency cross transactions may be effected for customer accounts to the extent permitted by law.
Agency cross transactions are transactions in which we or our affiliates act as broker for the party or
parties on both sides of the transactions. in these circumstances, we will receive compensation from
parties on both sides of these transactions (the amount of which may vary) and, consequently, we will
have a potentially conflicting division of loyalties and responsibilities. Client consent to "agency cross”
transactions may be revoked at any time by written notice to us.

Advice/Services to Other Clients and Activities in our Proprietary Accounts

We and our affiliates provide investment banking, research, brokerage, investment advisory and other
services for different types of clients. In providing those services, we and our affiliates may:

* give advice to, or take actions for, those clients or for our or our affiliates own accounts that
differs from advice given to, or the timing and nature of actions taken for you.

* buy and sell securities for our own or other accounts,
e act as a market maker or an underwriter for securities recommended, purchased or sold.

UBS and our affiliates occasionally may not be free to divulge or act upon certain information in their
possession on behalf of investment advisory or other clients. We are not obligated to execute any
transaction for your account that we believe to be improper under applicable law or rules or contrary to
our own policies. In particular, you should note that some of our programs may recommend asset
allocations or analyze markets and the economy in a different way than would be recommended by
some of our research, trading or other departments.

We have adopted policies and procedures that limit transactions for our proprietary accounts and the

accounts of our employees. These policies and procedures are designed to prevent, among other things,
improper or abusive conduct when there may be a potential conflict with the interests of a client.

Trading Activity
Plans in the DCA Program may not implement our advice or investment recommendations through UBS.

All trading activity must be conducted through other firms.

- 36 -



For the rest of our advisory programs, the vast majority of our exchange-listed securities and over-the-
counter (OTC) orders are executed through our affiliate, UBS Securities LLC—which executes orders as
either principal or as agent, depending on the circumstances and type of program involved and receives
compensation for those services.

ITEM 12, BROKERAGE PRACTICES

Our DCA Program services do not include the review or recommendation of broker-dealers for client
fransactions.

ITEM 13. REVIEW OF ACCOUNTS

We have various policies and procedures applicable to the review and supervision of consulting services
provided through DCA. Those policies are designed to comply with the requirements of the Investment
Advisers Act of 1940, and where applicable, ERISA and other applicable rules and regulations.

DCA program clients meet with the Financial Advisors periodically (usually, quarterly). Iltems generally
reviewed include, but are not limited to the following:

s consistency of the plan’s investments with the Investment Policy Statement
» Review of performance and style drift of plan’s mutual funds.

Branch Office Managers are responsible for the supervision of Financial Advisors who provide DC
Advisory services, while home office Program Managers are responsible for enforcing the various
program guidelines.

Clients receive quarterly reviews that may include the following, alerts for investment options not
meeting IPS criteria; performance compared to peers and benchmarks; risk and return analysis; style
drift; investment costs; plan asset allocation summary; correlation matrix; stock intersection; Morningstar
measures; and UBS fund scoring.

ITEM 14. CLIENT REFERRALS AND OTHER COMPENSATION

We do not refer DCA plan clients to an affiliate or third party.

e Arrangements with Affiliates: We have referral agreements with our affiliates that outline:

o how we refer clients to them
how they refer clients to us
how we act as solicitor for their advisory services and/or wrap fee programs
how we refer clients to them for services other than advisory services.
In certain cases, the advisory and consulting services available in our Programs may be
provided by Financial Advisors registered with companies affiliated with us through a
solicitation agreement with us or we may serve as a clearing broker for those affiliated
entities.

(oo RN e RN ¢]

Under those agreements, we share fees with, or receive fees from, our affiliates for the referral or
solicitation of clients or for services provided to clients. These payments may vary, depending on the
type of agreement, product or the nature and extent of the services provided, and may continue as long
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as the client account is maintained with UBS or our affiliate or for an agreed upon period.
Arrangements may also be based on a percentage of revenue received.

* Third Party Arrangements: We also have a referral program that allows UBS to enter into
solicitation arrangements with third parties that we compensate for referring or soliciting clients
to participate in our advisory or trust services programs. Solicitors receive a portion of the
advisory fees we receive.

o We also have solicitation arrangements under which either we and/or our Financial
Advisor may receive compensation for referring clients to a third party who will provide
investment advisory or other services to the client. The compensation we receive is
usually a portion of the advisory fee the third party receives from its clients. In certain
circumstances we may also receive commission revenue for transactions those third
parties execute through our firm.

It is our practice to disclose to the client being referred the terms of the arrangement, including the
maximum compensation payable to us and/or our Financial Advisors or a third party, as the case may be.

We and our affiliates also have arrangements with some third party investment managers under which
we and/or certain of our Financial Advisors provide research (within the meaning of Section 28(e) of the
Securities Exchange Act of 1934), and in return, the investment manager places brokerage transactions
with us for execution, subject to best execution practices and requirements. The research services
provided generally may be in the form of written reports or telephone contacts or personal meetings
with security analysts, economists, or meetings hosted by our Financial Advisors with corporate or
industry spokespersons. UBS or our Financial Advisors also may recommend or refer clients to third-party
investment managers that place brokerage transactions with us. The differences in the form or amount
of compensation paid to us by different investment managers for client referrals or research products
create a conflict between our interests and the interests of the clients referred because of the incentive
to make referrals to those investment managers that offer us greater compensation than others.

Referral arrangements for financing business

We have certain agreements whereby we refer our customers to certain lenders, on a non-exclusive
basis, for specific financing opportunities not available at UBS or its affiliates. These lenders may be able
to assist clients in securing financing for specialized borrowing needs. It is our practice to disclose to the
client being referred the roles of UBS and the lender in connection with such referral and that we
receive a referral fee from the lender. Upon the successful completion of a transaction, the lender will
pay us a referral fee, which will vary depending upon the lender and/or the amount of the financing. A
portion of the fee we receive is paid to the Financial Advisor.

ITEM 15. CUSTODY

UBS Financial Services Inc. is a qualified custodian and has custody of client funds and securities.

Generally, for our advisory programs, we require you to custody your account assets with UBS.
Exceptions to this requirement are: Financial Planning, the DCA Program and Institutional Consulting
Program. Clients in the DCA Program may not establish an account at UBS.

For our wrap-fee programs, we may, on an exception basis, accept certain accounts whose assets are

custodied with other financial institutions who meet the definition of a qualified custodian. Those
accounts are referred to as delivery versus payment (“DVP”) accounts.
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Clients who choose to proceed on this basis, do so against our recommendation and with the
understanding that they will be incurring additional costs in excess of any program fees (for example,
custody costs), and they will not receive a performance review from us, and billing for any of their
accounts, including the accurate processing of rebates if applicable, is the responsibility of the
custodian.

When you do not custody your advisory account assets with us, you agree to use only a qualified
custodian that is a bank, a U.S. registered broker-dealer, a futures commission merchant or a foreign
financial institution. This custodian must meet the definition of a "qualified custodian” that is
established in Rule 206(4)-3(c)X3) under the Investment Advisers Act of 1940.

For clients with DVP accounts, we will send you periodic account statements reflecting the transactions
in your account. We urge you to compare those statements with the ones you receive from your
custodian.

ITEM 16. INVESTMENT DISCRETION

Our DCA Program does not involve the delegation or exercise of discretion on our part over your assets.
We offer discretionary portfolio management services which are described in a separate brochure.
Please contact your Financial Advisor with questions.

ITEM 17. VOTING CLIENT SECURITIES

Proxy Voting, Corporate Actions and Other Related Events. Our DCA Program does not include
proxy voting services. Neither the Firm nor any DCA Financial Advisor will vote or provide any advice
about the voting of proxies solicited by, or with respect to, the issuers of any securities held by the plan.
We will not advise or take any action on behalf of the plan with respect to corporate actions, tender
offers, class actions and legal proceedings, including bankruptcies, or their issuers, except to the extent
required by law. Different policies may apply in other programs offered through UBS Financial Services
inc.

ITEM 18. FINANCIAL INFORMATION

UBS Financial Services Inc. is a qualified custodian (as defined in SEC Rule 206(4)-2). As a result, we
have not included the balance sheet required under “Financial Information” of this Form ADV.

e As of the date of this Brochure, there is no financial condition that is reasonably likely to impair
our ability to meet our contractual commitment to our clients.

e Our Firm has not been the subject of a bankruptcy petition at any time during the last ten years.

©2011 UBS Financial Services Inc. All Rights Reserved. Member SIPC.

ACCESS and PACE are service marks of UBS Financial Services Inc.

Resource Management Account and Business Service Account BSA are registered service marks of UBS
Financial Services Inc.
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