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Please state your name and address.

My name is Cynthia Zwick and my address is 1940 E. Luke Avenue, Phoenix,
Arizona, 85016.

What is the purpose of your testimony?

The purpose of my testimony is to ask the Commission to:

1) Deny the proposed Lifeline Rate modification;

2) Continue to exclude the Lifeline customers from the DSMS charge;

3) Continue to allow qualified and enrolled Lifeline customers to maintain their
eligibility and rate if they move residence while a TEP customer; and

4) Approve an alternative means of investing and using the LIFE fund to more
effectively serve the low-income customers it was originally intended to serve and
support.

I recognize that the Company is also recommending that all Lifeline
customers become subject to an annual recertification of eligibility, and while I
believe this will actually increase costs to j[he Company, I don’t oppose this move.
What is your experience with low-income issues and with rate proceedings in
Arizona?

I have served as a low-income advocate in Arizona since 2003, and have
participated in rate cases since that time in order to ensure that the interests and
impact of rate increases on the low-income community are heard and understood,

and that there is a better understanding of the condition of poverty in Arizona and
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its impact on utility customers.

Q.  What is the current state of poverty in Arizona today?

Let me start by stating that I absolutely support a healthy electric utility and
believe that rates that are reasonable and affordable for all customers, including
low-income customers, is not only in the customers’ best interest, but also in the
Company’s best interest.

I’d like to place this response in the context that was set by both Mr.

Bonavia and Mr. Hutchens in their testimony. On page 6 of his testimony, Mr.
Bonavia states that, “The downturn in Arizonei’s housing market and the increase
in the unemployment rate combined to slow the traditional growth of TEP’s retail
customer base.” On page 7 of Mr. Hutchens’ testimony, he states “We also
understand that our local community is trying to recovér from a weak economy.”
Mr. DesLauriers states on page 10 of his testimony, “During this time, economic
activity slowed dramatically and economic conditions continue to be weak.”
These two Company executives and consultant acknowledge the negative impact |
the economy has had on their customers’ ability to purchase and use electricity.
The greater Tucson area and Pima County are not only struggling to recover, the
families in these areas are falling further and further behind.

In 2010, the US Census bureau reported that the Pima County poverty rate
was 16.4% (the state of Arizona was 15.3%).! In 2011, the City of Tucson

climbed into the top 10 cities for a high poverty rate tied at number 5, reaching

' U.S. Census Bureau, 2010 American Community Survey




20.4%. Looking at the 2010 data, 21.3% of Tucson residents live at 100% of the
federal poverty level, and in South Tucson, the number jumps to 53.6%.>

The annual income for an individual living at 100% of the federal poverty
level is $11,170. For a family of four, that annual income is $23,050. An
individual living at 150% of the federal poverty level earns $16,755 annually and a
family of four, $34,575.

The low-income programs sponsored by the Company, the Lifeline
discount and the LIFE fund, set eligibility for customers at 150% of the federal
poverty rate. There are 34.3% of Tucsonans living at 150% of the FPL, and in
South Tucson, 69.1% of the population live at 150% of the FPL. The rate for
Tucsonans and those living in Pima County is significantly higher than the state
percentage of 25.3%.>

In November 2012, the Arizona unemployment rate was 7.8%, down from
the October rate of 8.1% but still high. The highest level Arizona saw was in
November 2009, when unemployment reached 10.8%. * The Bureau of Labor
Statistics announced in August 2012, that in January 2012, 56 percent of the 6.1
million long-tenured displaced workers were re-employed (long-tenured are
employees who have worked for their employers three or more years).” Among
those long-tenured workers who were displaced from full-time wage and salary

jobs and who were re-employed in such jobs in January 2012, only 46 % of the re-

2 Ibid
3 Ibid

* www.deptofnumbers.com/unemployment/arizona/
5 www.bls.gov/news.release/disp.nr0.htm
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employed 56% had earnings that were as much or greater than those of their lost
job. So unemployment remains high, and those re-employed are not making as
much as they were before the recession and the various job losses.

Hunger also continues to challenge families in Arizona, children in
particular -- 25% are hungry. Approximately 1 in 5 Arizonans, (20.5%) have
experienced times in the past twelve months when they did not have enough
money to buy food that they or their families needed.® Arizona ranked 15
nationally for the number of families facing food hardshif). SNAP (formerly
known as food stamps) enrollment haé also continued to climb in Arizona where
now 1.1 million Arizonans need SNAP to feed themselves and their children. 18%
of Tucsonans don’t have enough to eat.

Q. Are there other factors that need to be taken into consideration when

considering the TEP rate increase?

A. Yes, there are. Additional factors to consider include the very real health

risks associated with an inability to maintain electric service. In a report by the
Arizona Department of Health Services’, lack of air conditioning can be a life
threatening condition in Arizona. Between 1992 and 2009, 173 Arizona residents
died from exposure to heat while indoors, two-thirds of whom were 65 or older.

The AARP study, “Affordable Home Energy and Health: Making the

® Food Research and Action Center (FRAC), Food Hardship in America 2011, February 2012.
7 Arizona Department of Health Services, Deaths From Exposure to Excessive Natural Heat Occurring in Arizona
1992-2009, www.azdhs.state.az.us.
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Connections,” ® finds that “Health is at risk directly through exposure when heat is
turned down in winter or air-conditioning is turned off in summer, when unsafe
means are used to heat or light homes, and when utility service is lost due to
nonpayment.”

e In response to high home energy prices perceived as unaffordable, 46%
report closing off part of their home for at least one month a yéar, 24%
maintain their home at what they perceived as an unsafe or unhealthy
temperature and 17% report leaving their home for part of the day because
they were unable to maintain moderate indoor temperatures.

e More than one-quarter (27%) repoft using the kitchen stove or oven for
heat, and 4% use candles or lanterns because of loss of utility service for
non-payment.

e More than one-quarter (28%) report skipping payments of a utility bill or
paying less than the full amount, 19% received a shut-off notice within the
past year, and 6% report the loss of either electrical or natural gas service
for nonpayment.

e One in six (17%) report that they were unable to use their main heating
source at some point during the previous year because they did not have the
money to accomplish one or more of the following: fix or replace a broken

furnace; purchase bulk fuel such as heating oil, propane or wood; or

¥ AARP Public Policy Institute, “Affordable Home Energy and Health: Making the Connections,” Lynne Page
Snyder, PhD, MPH and Christopher A. Baker, June 2010, pp. 18-20.
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prevent the shutoff of utility service for nonpayment.

One in eight (12%) report that they were unable to use their air-
conditioning at some point during the previous year because they did not
have the money to accomplish one or both of the following: fix or replace a
broken air conditioner; or prevent the shutoff of electricity for
nonpayment.

The National Energy Assistance Directors’ Association conducted a survey in

April of 2009 of Low Income Home Energy Assistance Program (LIHEAP)

recipients and reports the following:’

LIHEAP recipient households are likely to be vulnerable to temperature
extremes;

39% of the homes had a senior in the household aged 60 or older;

44% had a disabled household member;

45% had a child 18 or younger;

92% had a least one vulnerable household member.

The study also provided information on challenges that these households faced:

36% were unemployed at some point during the previous year;
82% had a serious medical condition;

25% used medical equipment that requires electricity

The NEADA sturdy further reports indirect threats to health imposed by

® National Energy Association Directors’ Association, 2009 National Energy Assistance Survey, Final Report, April
2009, www.neada.org



http://www.neada.org

HOWN

O 00 9 N W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

financial stress when various demands compete for their limited dollars include:
¢ 30% report going without food for a least one day because of energy bills in
the past five years.
e 41% report going without medical or dental care
e 31% did not fill a medical prescription or took less than a full dose because
of high energy bills. And finally,
e 25% had someone in the home become sick because the home was too cold.
In Arizona in State Fiscal Year 2011, Community Action Agencies served a
total of 205,702 individuals and 67,080 families. Of the households served, 71,082
sought help with their utility bills, and 60,738 received utility assistance.'’ Agencies
were able to serve on average, 1 in 10 of the eligible people seeking assistance.

Q.  Why are you opposing the modification to the Lifeline rates as proposed by the
Company?

A.  As I believe is clear from the information provided above, TEP customers are
extremely vulnerable and have not yet begun to fully recover from the recession that
began in 2007. As I’ve pointed out, more families are falling into poverty than ever
before.

That said, according to Mr. Jones’ testimony there are currently approximately
23,000 Lifeline customers. While the reasonable rate increase the Company is
proposing in this case averages 15.3%, the Lifelihe customers are seeing increases of

9.7% to 67.4%. There is nothing just or reasonable in this proposal for low-income

19 NASCSP Arizona CSBG IS 2010 Report.
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_customers. Customers who are currently enrolled in frozen rates, or who have been

served through these frozen rates for many years, are still eligible, which means that
their financial situation has not improved, and they are struggling like those described
above. Not only are they unable to pay their bills today and pay all other necessary
bills, they cannot pay 67% more. It is completely unacceptable to charge low-income
customers a higher percentage increase than any other class of customers.

While I understand the Company wants to reduce the number of rates available
and make the rate selection process more efficient for staff and easier to navigate for
customers, the fact that there is no proposal contained in this rate case to ease the
impact for these customers is shocking and unacceptable. Based on the simple facts
of the current economy and environment, I ask that the Commission hold these
customers harmless in this case.

Why are you opposing the inclusion of the Lifeline customers in the DSMS
charge?

The DSMS charge is a relevant charge for those customers who are able to take
advantage of the various energy efficiency programs offered by TEP. As reflected
earlier in my testimony, unfortunately the Lifeline customers are unable to access
most of the energy efficiency programs as they simply don’t have the financial means
to do so. If a customer is income qualified, has the appropriate housing unit and can
gain access to the weatherization program and services offered in their community,
they may be able to take advantage of the weatherization program, the only program

viable for a low-income household.
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Q.
A.

For those low-income customers interested in qonserving energy in their homes, it
is a much more difficult task as the quality of the housing stock in which these
families live is poor, and low-income families spend a greater percentage of their
incomes on energy services due to poor insulation, inefficient or non-functioning
HVAC systems and appliances, and the simple reality of having lower incomes.

I am, therefore, asking the Commission to maintain the DSMS charge exemption
for Lifeline customers.

What is your recommendation for the mobility of the Lifeline rate?

In Mr. Jones’ testimony on page 72 he states, “if a customer has an income level
that qualifies them for a discount and they move, they should re-qualify for the open
Lifeline rate or no longer be able to participate. Ultimately, all “frozen rates” should
be eliminated which would remove any need for a rate to be mobile.”

I am unclear what thawing the frozen rates has on the issue of mobiiity, or what
the benefit is to the Company for requiring the requalification, other than the
potential to drop more customers from this rate.

In a paper entitled, “Residential Mobility and Youth Well-Being: Research, Policy

~ and Practice,” the authors state that, “the United States has been described as a nation

of movers with 15-20% of its population relocating each year. The vast majority of

these citizens — renters in households earning less than $25,000 per year — are

economically disadvantaged both by tenure and by income.”"!

! Residential Mobility and Youth Well-Being: Research, Policy and Practice,” Scanlon, Edward, Devine, Kevin,
Journal of Sociology and Social Welfare, March, 2001, Volume XXVIII, Number 1, p 119. ’

10
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If a Lifeline customer is qualified and enrolled, and they move — as low income
individuals often do — they should be able to stay enrolled in the discount program
until such time as they notify the Company of a change in circumstances, ideally
more income being realized by the family, or are required to re-verify their household
income during the annual re-verification cycle proposed in this case. There is simply
no good reason to punish them by dropping them or requiring they reapply for a rate
they’ve previously been determined eligible to receive.

What is TEP proposing for the LIFE fund?

The LIFE fund was established in Decision 59594 with the purpose stated “to

assist low income individuals and individuals with severe financial emergencies

who are not eligible for assistance through other programs or who cannot be
served by State/Federal programs due to lack of funding, subject to the following
conditions.

a. TEP will establish a separate account with a principal balance of $4.5
million. The interest earnings thereon will be used to fund the LIFE fund. The
amount of principal in the account (excluding interest thereon) will not be changed
without further order of the Commission.

b. TEP will establish reasonable criteria, subject to Staff review and
approval, to qualify individuals for assistance from the fund.

c. In future ratemaking proceedings, the principal balance of the fund
(excluding interest thereon) will not be made a part of the rate base.

d. TEP will refer Lifeline customers, who eXceed the maximum kWh usage

11
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during winter or summer peak periods, to the weatherization program.

e. TEP will continue the weatherization program to expend the full
allocated budget, extending the length of the program és needed.

f. TEP will commit to aggressive marketing of time of use and other low
income programs.

| g. TEP will work with other utilities and ACAA on legislation to establish
a state version of a LIFE fund-type program.”

In Mr. Jones’ testimony on page 82, he indicates that the LIFE fund is
currently earning 0.10 percent, which on an annual basis would prbvide only
$4,500 per year in customer assistance. In 2009, 2010 and 2011 the LIFE fund
contributed only $9,600, $6,200 and $3,800 respectively to the program. The
proposal the Company is making is to now take the $4.5 million originally set
aside to assist low-income customers, and use it to pay off short-term debt, and
replace those funds with an annual contribution of $100,000 to Arizona
Community Action Association (ACAA).

Do you support the Company’s proposal for the LIFE Fund?
No, I do not.

Do you have an alternative proposal for the LIFE Fund?
Yes, I do.

As currently implemented, the $4.5 million is invested and the monthly
interest is provided to a community organization in order to serve low fncome TEP

customers. Due to the monthly use of the interest and the interest rates being

12
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realized, very few customers are being served.

The lowest payment amount within the LIFE fund used to assist families is
$100, and the highest is $306. If we average those numbers, $203, using the level
of funding provided by the Company and reflected above, in 2009 approximately
47 TEP customers were served, in 2010 approximately 31 TEP customers were
served and in 2011 approximately 19 TEP customers were served. We know that
at least 23,000 TEP customers are eligible as they are currently enrolled in the
LIFELINE rates, and we may also conclude based on the poverty rate in Tucson,
that many more than 23,000 customers are eligible for bill assistance.

My proposal is that the $4.5 million be retained and used as originally
intended by the Commission, but that it be provided to ACAA to invest within
their Home Energy Assistance Fund program. That fund was established a number
of years ago to invest and leverage utility funding in order to serve a greater
number of low-income utility customers. By allowing for the use of $100,000 of
the original $4.5 million for the first year’s service, and the investment of the
remaining funding -- $4.4 million -- those funds will be able to generate
approximately $100,000 annually and will provide the ability to sustain the
support to the community for many years. Charles Collins’ testimony will provide
the specific structure for the investment strategy. Mr. Collins is with Smith
Barney Morgan Stanley, and is the investment advisor for ACAA.

Have you consulted with the leadership of Arizona Community Action

Association to ensure this is an arrangement with which they are comfortable?

13
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I have. Malissa Buzan, President of Arizona Community Action
Association, has provided testimony related to this matter expressing the
organization’s support of this proposal.

Is there anything you would like to add in conclusion?

Yes. As I believe has been articulated in my testimony, an increase such as
the one being proposed in this case, is not only unfair, it will devastate families
and individuals who are TEP customers, and who struggle every day to literally
keep the lights on. I respectfully request the Commission reject the Company’s
rate request.

Does this cbnclude your testimony?

Yes, it does.

14
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Please state your name and address.

My name is Charlés Collins and my business address is 2398 E. Camelback Rd.
Ste. 800, Phoenix, Arizona.

By whom are you employed, what is your title and what are your responsibilities?
My employer is Morgan Stanley Wealth Management. My title is Senior Portfolio
Manager/Vice President. My responsibilities are to provide investment advice
and, if a client has granted my team investment discretion, to manage that client’s
assets at Morgan Stanley. I work on a team with my business partner Dan
Marting.

What is investment discretion?

Certain clients have filled out paperwork granting us the discretion to make
trading decisions on their behalf pursuant to an investment plan approved by the
clients.

Please describe your educational background.

I graduated from Loras College in Dubuque, Iowa with a degree in Marketing.
Please describe your professional background and experience?

I entered the business over 15 years ago with Morgan Stanley and about 8 years
ago moved over to Smith Barney.

Have you previously testified before the Arizona Corporation Commission?

No.
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What is the purpose of your testimony?

I have presented to my client the Arizona Community Action Association (ACAA)
two proposals to invest $4.5 million in funds currently set aside as the LIFE fund.
Do you currently manage the investment accounts for ACAA?

Yes, I do with my co-portfolio manager, Dan Marting.

How long have you managed thé ACAA funds?

Approximately 4 years.

What are the investment goals for the ACAA?

ACAA currently invests its funds to generate returns to fund its services to low-
income families.

What have you been asked to accomplish with the investment of the $4.5 million
LIFE fund?

I was asked to develop two potential investment strategies for ACAA to attempt to
generate returns that could be used to serve families in the TEP service territory on
an ongoing basis. |

What are your recommendations for the investment of the LIFE fund?

Per the two attached proposals, we have suggested two alternatives: a conservative
model using only fixed income and also a balanced model that contains both
fixed-income and equities.

What are the investment goals of the pfoposed models?

The fixed income proposal is designed to generate income; the balanced portfolio

proposal would use both equities and fixed income to generate a total return via
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capital appreciation and income. I would remind you that all investment strategies
involve some level of ri’sk. The risk factors are discussed in the proposals
themselves, and I refer you to them for more details.

Does this conclude your testimony?

Yes.
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YOUR INVESTMENT PROFILE

One of the advantages of a consulting relationship is that it provides an objectve [ramework for making
investment decisions. This process often includes the development of a personalized, long-term investment
strategy.

Consulting Group’s four-step investment process is designed to help investors seck to achieve thewr nvestment
objectives, attain portfolio diversification and reduce risks over ume.
e STEP ONE: Set Investment Objectives

Financial Advisors help you to define your investment objectives based on three critical factors: your
goals, time horizon and risk tolerance.

¢ STEP TWO: Define Investment Strategy

Based on your investment objectives, your Financial Advisor recommends an asset allocation strategy
designed to provide proper diversification.

¢ STEP THREE: Evaluate and Select Investment Products

Financial Advisors help you to identify investment products that may be most appropnate given your
asset allocation strategy: The investment products may or may not be affiliated with us.

e STEP FOUR: Ongoing Review Process

Financial Advisors consult with you periodically to determine whether short-term or long-term changes
are needed in the asset allocation strategy or investment products in your portfolio.

For more information on Consulting Group’s Four-Step Process, please speak to your Financial Advisor.

Step 1: Set Investment Objectives

Our discussion of your financial needs and goals was the start of the process that enabled us to learn
about you as an investor. Let’s review what you told us:

e You will be investng $4,500,000.
© You have selected the FA Discretionary Program.

@ You have selected the "custom” version of the asset allocation model.

The following information depicts our understanding of your investment objectives and risk tolerance for
g p : g of ; j
your proposed Morgan Stanley Consulting Group Select UMA account.

Please review this information carefully: If you do not agree with this or any other information mcluded
in this proposal, please notify your Financial Advisor immediately: Also, please noufy your Financial
Advisor immediately of any change in the information in this proposal (including any change in your
investment objectives or risk tolerance). To the estent that the investment suitability and objectives
information noted below conflicts with any other information you communicate to us (e.g, via telephone,
e-mail, or Investment Policy Statement), the information contained in this proposal shall control with
respect to the management of this account.

o e L ELE -
Lonsulting Lroup
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January 8, 2013

Your primary purpose for opening this account is to generate current income.

¢ We understand you need to take regular withdrawals from this account. You will need between 2% and
4% of this account's current value annually.

¢ For this account, you are primanly concerned with limiting risk. You are willing to accept lower target
returns to limit your chance of loss.

Given your mvestment goals for this account, you would choose a hypothetical portfolio over a 20-year
period similar to the following:

60%!  Portilio X Average Hypothetical Annual Retun = 5.6%
50%
40%
0%
20%
10%

%
10%
20%

-30%

Hypothetical Annual Returns

1 3 5 7 9 11 13 15 17 19
Years

This portfolio is constructed to accept lower annual returns, but also to seek lower risk and volatility.
Please note that this is a hypothetical example only; for the purpose of gauging your tolerance for risk.
This does not represent any actual historical results and does not include fees or charges that would
lower your revurn. Actual results of any particular account may be less than the "Hypothetical Annual
Returns” and " Average Hypothetical Annual Return” shown above, and may be negative.

e The nsk of a portfolio suffering a decrease in value (having a negative return) is often a primary
concern for mvestors. In seeking to achieve potentially higher returns, however, an investor must be
willing to accept greater risk. Given your investment objective for this account, you would be most
comfortable mvesting this account in a hypothetical portfolio similar to the following:

Portfolio’ A . : ’ . $1”_05,'60‘O'

This portfolio is constructed to acceprt a lower hypothetical value, but also to seek a lower chance of
losing money; after one year. Please note that this is a hypothetical example only; for the purpose of
gauging your tolerance for nisk. This does not represent any actual historical results and does not include
fees or charges that would lower your return. Actual results of any particular account may be less than
the "Hypothetical Value" shown above, and may be negative.

i

Consulting Group
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e The bar chart below shows a range of hypothetical one-year ending values for a $100,000 initial
investment in a portfolio. The hypothetical value of the average return for that portfolio is shown
the center of the bar. Given possible outcomes for various portfolios, you would consider the
following hypothetical portfolio to be suitable for you in light of your nvestment objecuve for this

account:
$160,000 Hypétﬁéﬂca% Portiolio Retums Based on Risk
$150,000
$140,000
§130,000
$120,000 -
$110,000 ‘5111,800
$100,000 B
$90,000| $99,400
$80,000
$70,000
$60,000
 Portfolio A

At the end of a given year, this portfolio has hypothetical ending values between $111,800 (11% rewun)
and $99,400 (negative 1% return). The hypothetical average ending value of this portfolio after one year
is approximately $105,600 (6% return). This portfolio is constructed to accept a lower hypothetical
average ending value, but also to seek a narrower range of one-year ending values.

It is important to remember that a hypothetical portfolio such as that shown above is more likelyto
achieve the average return over long-term holding periods. Please note that this is only a hypothetical

xample, for the purpose of measuring your tolerance for risk. Actual results will vary, and may be
worse than the lowest outcome shown on the bar chart above. This bar chart does not represent any
actual historical resuls and does not include fees or charges that would lower your return.

e Inflation can greatly erode the return on your investments, especially over time. For this account, you
prefer to minimize short-term fluctuations in portfolio value (and the potential for loss) as much as
possible, even if it means that your portfolio has the potential to only keep pace with or slightly exceed
inflation (and might not keep up with inflation).

e Sometimes investment losses are permanent, sometimes they are prolonged and sometimes they are
short-lived. We understand that if you experienced substanual Investment losses 1 this account, you
would sell your investments immediately.

1

Consulting Group
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II. PORTFOLIO STRATEGY RECOMMENDATIONS

ACAA

January 8, 2013

ASSET ALLOCATION

Step 2: Define Investment Strategy

Asset allocation can be one of the most effective investment techniques investors can employ: The
approprate asset allocation policy can provide diversification of your portfolio, lower overall portfoho
fluctuation and position your portfolio to take advantage of dgvelopm(r investment opportunities. This is
conducted by apportioning your portfolio among different types of investments that may include stocks,
bonds, money market instruments and other asset categories. While it is a widely held opinion that
diversification is a prudent investment technique, diversification does not ensure against loss.

The following asset allocation is either the asset allocation that we recommend for you based on your
mvestment objectives or a custom allocation that you have selected based on your preferences.

Asset Class

Target
t Ultra Short Duration Fixed lnc (EC) 25.00%
1 S Core Fixed | ne. (C B Sy e TAB00% :
i US Short-Term Fixed Inc (ST) 15,00%
[ High Yol Fired income (eiy) i By e o W 500%
| International Bonds (IF) 10.00%

R P
Lit)

LR & s
ue 10 rounding, total may not add o 100.00%.
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II. PORTFOLIO STRATEGY RECOMMENDATIONS

ACAA

January 8, 2013

YOUR PORTFOLIO

Step 3: Evaluate and Select Investment Products

Our Consulting Group Investment Advisor Research department(“CG TAR”) evaluates most
investment products offered in the Select UMA program. CG IAR then reviews these mvestment
products periodically to ensure that they continue to meet Consulung Group's standards. CG TAR

does not evaluate investment products affiliated with us (including investment products with “Morgan
, produc 3 P :
Stanley” “CGCM,” or “GIS” in their names).

In addition, we will monitor the investment products you ultimately select for your portfolio. The
purpose of this process is to evaluate whether the investment products selected continue to be
compatible with your stated investment objectives and tolerance for nsk.

The table below illustrates the percentage of your assets that would be invested in the investment
products listed if this proposal is accepted.

Select UMA Custom Model

If “Custom Model” is indicated above, this means that you have selected the Custom version of the
asset allocation Model (in which event you (or if you select Financial Advisor Discretion, your
Financial Advisor) have selected a customized version of the asset allocation model (instead of

utilizing a Model pre-defined and periodically adjusted by Morgan Stanley ).

Pacific income ST Bond v o 7 2‘50% 90-Day T-Bills

PIMCO Short Term Bond Fd MF 12.50% 90-Day T-Bills
Utltra Short Duration Fixed Inc Total 25.00%

Blackoc Cre Bod ' o ‘ - N l\/l » - 14.85% . BC ggregate
PIMCO Total Return Fd MF 14.85% BC Aggregate
Western Core Plus Bond Fd MF 15.30% BC Aggregate
US Core Fixed Inc Total 45.00%

———

o ot : o ‘

i BlackRock Low Duration Fd MF 15.00% ML Tsv 1-3 Yr- G1O2
i

!‘ US Short-Term Fixed Inc Total 13.06%

* Manager/Fund Names that are followed by an “SMA™ or “MF" or “ETF" represents a separately managed account, a rmurual fund, and an
exchange-traded fund. respecuvels:

Prepared by Marting Collins Group of Morgan Stanley Page 7 of 29



II. PORTFOLIO STRATEGY RECOMMENDATIONS

ACAA

January 8, 2013

Eaten Vance Inc of Boston Fd

LWeHs Fargo High Income Fd MF 2.50% BCHY

[ High Yield Fixed Income Total 5.00% ‘

Dreyfus Standish Intt Bd Fd 5.00% Citi Non-US WGB! Hed
PIMCO Frgn Bd US$ Hedged Fd MF 5.00% Citi Non-US WGBI Hed
International Bonds Total 10.00%

* Manager/Fund Names that are followed by an “SMA" or “MF” or “ETF" represents a separately managed account, a mutual fund, and an
exchange-unded fund. respectively.

Consulting Group
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ASSET ALLOCATION

Step 2: Define Investment Strategy

Asset allocation can be one of the most effective invesument techniques investors can mwplov The
'mDroprlate asset allocation policy can provide diversification of vour portfolio, lower overall p<mfoho
fluctuauon and poxmo vour portiolio to take advantage of developing investment opportunities. This
conducted by apportioning your portfolio among different rypes of invesuments thar mayv wnclude stocks,
bonds, money market instruments and other asset categornies. While 1t 12 a wadelyheid opinion that

{ ’I”\IMLJUOH 15 a PLUClL nt iﬂY@SUUGD[ te

hnique, inei\u@tu n does pol ensure against Joss.

TH” following asset allocation is ether the wset allocation that we recommend for vou based on vour
avestment objectives or a custont allocation that you have sclected based on vour preferences.

et Ciass Taroer
" Ulira Shor Duration: Fixed inc Eéi T 22.00%
US Core Fixed inc (CF) 45.00%
US Shert-Term Fixed Inc {ST) 15.00%
High Yield Fixed income (HY) 5.00%

international Bonds (
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ep 3: Evaluate and stment Products
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products periodic ’IU‘ to ensure that thev continue 1o meet Umwmng Group's standards. CG TAR

Group Invesument Advisor Research dep

doss not evaluate mvesiment products aifiliated with s (including investment products with “Morgan
Stanley; * J\}CL ? or “GIS” in therr names).
in addiion, we will monior the im'cstmem products vou ulumately select for vour portfolio. The

owrpose of this process is 1o evaluate whether the 1 investment products selected continue 1o be
compatible with vour stated nvestment objecuves and tolerance for risk.

The table below illustrates the percentage of vour assets that would be invested m the investment
products bisted I this proposal 1s accepted.

Select UMA Custom Maode!

Ts mauavﬁ above, this v

Pacific Income ST Bond Fd MF 12.50% 90-Dha'i-Bills :
PIMCO Shert Term Bond Fd MF 12.50% 90-Dav T-Bills |
Ultra Short Duration Fixed Inc Total 25.00% :

i

Western Core Plus Bond -d NIF 18.30% BC

USs Core Fixed Inc Total
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N
Eaton Vance Inc of Boston Fd MF 2.50% BCHY
Wells Fargo High Income Fd MF 2.50% RCTY
High Yield Fixed Income Total 5.00%

- -
Citi Non-US

sy

Dreyfus Standis 5.00% WGBI Hed

5.00% Cirt Non-US WGDBIL Hed

B

L PIMCO Frgn Bd USS Hedged Fd M

International Bonds Total 16.00%
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T
Lk

IAR penodically reviews Investment Froducts on the Focus List.
of factors {which mav include mvesiment perlormance. stalling, opera
condition/ Among othe T dmv»ra R personn el

TAT conside
wnal 1ssues and {inan.

erview each Sub-Manager or Fund periodicallv 1o
“with a Sub-Manager m"F\‘nd tfollowing repeated reviews,
*“’mxxs and Interviews and 0ot require 1n- pemson meetings.
CG AR may also review the collective performance of a composite of the Morgan Stanley accounts
nmnwm by a Sub-Manager/ Fund and comy par ¢ this performance 1o overall performance data provided
sthe Sub-\ Aanager/Fund, and then investigate any matenal deviations.

gl

CGIAR

15 l,_l\f‘iV To Ir(ﬁx s O1n ¢ hu“U’L?ﬁLI\‘t",

Approved List. The process [or considenng Invesiment Products Tor the Approved List 1s less
comprehensive than for the Focue List. and evaluates vanous qualitative and quanutative factors. These
may include personnel depth. turnover and c&'p/‘nemw mnvestment process; business and organization
charactenstics; and mmvestment performance. CG TAR may use an algonthm - a rules-based scoring
mechanism - that reviews v;m'(mc quaiitative and quantitative {actors and ranks each Invesimem Product
in a third party database. (INot all Investment Products reviewed f'/n‘ the Appv‘o\"f*d List are subject 10
this algorthm) TG IH\R dn;\l‘/%l’* ana the information contained n the R\ijm 10 gauge the

i 3 w’mcn drve th d the ‘ub»

¢ rankings, and th

nlplﬂl“r“)w and o
| 1
1o te: mines whether

ARAQET Y
duct meets

Fund ther

Uw s‘t;mdnp status. | eeeIee valuate an Ins

ncler

UXL ovalual 1 ML DIOUESSs )u'i’ U’li‘ Focus L ‘ i UL Llﬂ,:x df‘(h & 1(‘ lAnLLdC p',lt i< {

o et

AR p#‘nuch;:dl evaluates Invesunen: Product
continue to meer the Approved List standards.

10

e diffenng evaluation

(AR mav “determine tha: an

1
Mt )CL’ HOZY

1
1l no longer be reviewed

Tment b I'E)dUCT, no lOflng‘ meets CIEera I()J Hﬂ‘ Focus Llﬂ Y)J

roOCess. b Ut rmects e ¢ “1?’”'1‘3 T()i' UK‘ AD

List. i so, we eene

uch status changzes on a f!xluﬂf,‘l'j\’ULu S

nvestment Product no |

2 may determine
and, therelore
nded s oy progrant We not *v;
‘I\,u cannot retain a Qmm'f"lflf‘ ‘ ~und in vour Sel

replacement

. that 18 avatlable n the
the program’s benefits n respect of the aff

nvestment L“«)/’, wet will no lon

recomne

{rormn t o |
l()hl ne LD})I’O\ G 18T

ected assets.

ISOIMe CITWMSTAnces, vou rmay he | roducts T Jd\)‘ L\‘

COuL
il Advisor

nese of DUOnS.

ared by Marting !

Coliins Groun of iMorgan Stanley Fage 10 ¢f 29



Vatck Policy. €

T LT 17
st Wate

statids 1id

. 1 ST ] Jo -
¢ »‘;’1lu'1u<>n D"L,\; TAR and (b) max

areas of the Sut

und’s b
b are not certr i the Invesume
vm‘ estmern Froduct on Watch does not sipnifvan actua J change i €
: downgrade the Investment Product. The duranon of a \\\1 Jl status depencls on how
k1o L\Kuumc ﬂf Investment f’ duct anu m"tm M estmem Product 1o address anyv
fora copy of €G 1ARs Warch

" Puniing an

TNot A Lf Prove L

e

15 I a guarail

Tactical Opportunitdes List. CG IAR ;1'»:0 has a 'f um‘ Opportunities List. This consists of centam
Investment Products on th“ Focus List or Appro 15t recoramended for imvestment at a given tme

1
ctical opportunities m the market.

ol

AN
Dv harimg




80 - §249,99%

0.88000%

Morgan Stanley Fee

0.6640%

$250,000 - 5499999

0.725000%

Sub-Manager Fee

0.0519%

$500,000 - $999,999

3.75000%

Overiay Manager Fee’

0.1200%

$4.000 000 - 51,099,999

0.63000%

$2,000,000 - $4.999.999

0.63000%

Amount Over $5.000,000

0.63000%

¥ the Financial Advisor Di

3 Stanievis basic advisory Fee,

@tim‘. option is chosen. the

- The Tstimated Inm Clzen
i

Jotai Client Fee R
ces v appin I

T

s
ertormance s

ANTIUICY ¢ DAL

\’OII‘ WL HC‘l“ CIICaL O ;wr: OrImance anc 1 C&I '\* fiL.LHld For "\'31“1“18. Toran acc

ot of the 1(‘6
§120.500, ¢

16 g(‘ pounad lﬂﬁ‘,L

Financia

based on one proposal. a blend of

md Lhc amoust yo!

oy
=
5
E
=
I
I
—
(e}
<
o g

US Core Fixed Inc

Fee Rute

sending en the account as:

: ‘ 3
T MOTE delians, see U

the Overlay Manae

reduce the actual pertormas

mt:u‘ value of the clien

sed o the account asser val

L
B ‘\LU’]AEJI’ 1"](] .. )‘J&.‘HJ\' 1,.“1"?' ‘tf“%. \mﬁ L] > assel Jlu)(‘J lon nercentages S}'K)V\ﬂ n the P()ITT\)H(' o

v {which 1 pan

ons wied it this proposal do not wichude the

U i 'I nesw H‘.U&I C(‘["\}‘AUL"Y] in

th

€ :"t‘ a5 CoL AD(’”\ XI;D"' 4 perce ntage (7’ jeat 1\411‘1 ‘Vl()l'gﬂ“

1w alloe

A Agreemernt.

Biackrock Core Bond

i

5E€T VA JLLt‘ JU( T Ctl‘('?tl‘ttl(’,‘?

clect UNA ADY hrochure, § e from vou

F portrolio re

OF VDU ACCOUNt.

s portroho would bc appro

wiley fee vou p(l'

= to a partieular Investroent Product. For more deral

aress Re

i
-

Advisor

act of the tee

xmatebs S133,

several, or your own incependent allocation approach. but obviousiv the do llar are

pleas

QM T
T WAL et

THSITALIVE

t forth abo

he tees are deducted quarterly,

This percentage 1s the same wi

Morgan Staniey Fee includes an additional charge for FA discretionary services of 2
shown in the investment Proifiie section above, and ine mnu' wlorn

SOITNE l'lL;Jl Ons se
[£¢] Ilﬂk‘« Certam i(&](

O NN J,V[“ADJ Qfxl',lt‘

1.

!S’IJHZL’T\.

funetion:

the fees \\N

o of

Stanley,

. The actual

and

o

7 with the fee.

US Core Fixed inc

PIMCO Total Return Bd

US Core Fixed inc Western Core Plus Bond Fd ME 5.20%
Ultra"Short Duration Fixed Inc Pacific Income ST Bond Fd MF 2.50%
Jirra Shert Duration Fixed Inc PIMCCO Short Term Bond Fd Y= 2.50%

Caton Vance In¢ of Boston Fa

1

international Fixed Income
international Fixad Income

BlackRock Low Duration Fd

NManager/ Fund Names

ed fune

-
S
Sd 4

ve
bl

QWG

5 e,

{
o it

byan "y or b or T

1 wZa A CUTE wrT T

o Coliing




G009,

(\r’

SRS IIVIEIY

T S T T R B S T R R ST G A R

N Vans




fe <f ]

PR

S T R

0.88000% Morgan Stanley Fe ' oae40% |
° e A

50,000 - $499,999 0.75000% Sub-Manager Fee 0.0519%

| 50 -
I

o
N}

5500,000 - $999.999 0.75000% - Overlay Manager Fee’ D120 \

51,000,000 - $1.999,9¢

0.63000%

000,000 - $4,999,099 0.63000%

" Amount Over $5,000,000 0.63000%

o of

2 1
Sunley,

B

fhe

shown in the Portfolio Serare
asset value and wsset allocavion p
lhc Jch,cL (_\’L\ ADVY brochure, s

ccomimer

me Lo 'Li}"[l:{\ cerian

ble frorm vour Y OF AT WWWINCIg

e compensates the = pat of Morgan Stan adminizarve funct

e the tmpact of the fees se

S rance or
y e I N
1( 'hl’\‘ TTC actuu DCITO"HL nce of Your aCCount. B( SAUse 111(’ fzes
X! .

wformance iliusy IU(\JI wsed in this proposal do not in rany 7"\}“1:
Wl

fh’:st CXPERSES W re deducied i wrerly the F fees will have a

ry fee of 2%, if the gross performance 1s 10%,
the compour ding effect of the fees v JlJ ult in 2 new annual compound rate of return o{ pﬂ‘O\ fmaely 7.81%. Afeer a three-vear period "\111 an
inizial investment of $100.000, the total value oi the chent’s punfono would be approxi

WL QS Compe.

lect on I?/‘l‘fO]'l ¢ 'LUL1 Cil" e T]ulf_‘l‘l’u J‘O' G\'N’]I‘!L‘, IOl an account \\ an M‘

sately $133,100 without the fee and $125,307 with the fee

-yvou choose 1o Invest

ion a percentage of the total Morgan St fee woup
ablerd of several, or yous own xﬂCLTCAOt‘ﬂ( aliocation approach, but o
the amoun you choose w0 allocate 1o a paszicular Inv

e and your Select UMA Agreeme

on the

sent Product. For more det ion of fees i the Select

SRR

R

AR S R

ARSI R T e

7 = cos "
Blackrock Core Bond SMA 14.85% 2.35% ‘
"y !
PIMCO Tolal Return Fd WF 14 .85% i
rt Core Plus Bond MF 1
Pacific Inceme ST Bond Fd M 12.50% ‘
|
DIICO Shor W= *
Zaton Var E 2.50% |
_ |
come RAF |
3 |
Incoms ME

i Income

~
olline Group of v (Jf;"s‘? >




IV. PERFORMANCE REVIEW*

ACAA

Jannary 8. 2013

Mutual Fund & ETF Performance

The performance below shows the average annual total return of each mutual fund/ETF (“Fund”)
included 1n the proposal for the periods shown below; as well as since the Fund's inception. To the
extent that any of these funds include a sales load, the effect of such a load is reflected in the
performance quotations. We are required to illustrate the maximum possible effect of the load by
applicable law; however, if you accept this proposal, the funds purchased for you through this program
will have such sales loads waived. However, your account will be charged the Select UMA fee, so vour
returns would differ from - and be lower than - those shown below:

The impact of Select UMA program fees can be material. These program fees are deducted quarterly
and have a compounding effect on performance. For example, on an account with a 1% annual fee, if
the gross annual performance is 6%, the compounding effect of the fees will result in a net performance
of approximately 4.94% after one vear, 4.81% after three years and 4.66% after five years. See the Select
UMA ADV brochure for an explanation of the fees and charges that would apply if you invest in a
Fund through the Select UMA program.

As with any Fund investment, you should consider the investment objectives, risks, charges and
expenses of the Funds carefully before investing. Your Financial Advisor is available to discuss
these issues in detail with you. Additionally, the prospectus of each Fund contains this
information and other information about the Fund. Prospectuses and current performance data
are available on our website at www.morganstanlev.com or through your Financial Advisor.

The performance data set forth below represents past performance. Past performance does not
guarantee future results. Investment returns and principal value of an investment will fluctuate
so that an investor’s shares may be worth more or less than their original cost upon redemption.
Current petformance may be lower or higher than the performance data quoted. For Funds
with multiple share classes, the data may represent the actual performance of the oldest share
class prior to the inception of newer share classes. This data is adjusted to reflect the expenses
of the newer share classes.

Performance data as of the most recent month-end may be obtained by contacting your
Financial Advisor, calling the fund company at the toli-free number shown in this proposal, or
through www.morganstanley.com.

Gross Expense Ratio reflects the annual percentage of a Fund’s assets paid out in expenses which
include any 12b-1, transfer agent and all other asset-based fees associated with a Fund’s daily operations
and distribution.

Net Expense Ratio reflects actual expenses paid by a Fund as well as anv fee waivers or expense
reimbursements, which may be voluntary or mandated by contract for a certain time period. Specific
details about expense ratios are outlined 1n a Fund’s prospectus.

{ease see the important performance disclosures located at the end of this Proposal. Rewurns, other performance figures and any risk or other
statistics based on these performance figures do not reflect the payment of any separate account management fees.

Consulting Group
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IV. PERFORMANCE REVIEW*
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Average Annual Total Returns as of September 2012

| BlackRock Low Duration
“ Fd BFMSX 1992/07 5.43% 3.37% 3.12% 4.54% 0.75% 0.55% 800-441-7762

IEaton Vance g of Boston . , -
th & . - EiBIX 1972/06 1648% 7 /8% 40 13% 8.09% 0.77% 077% B0O-262-1122

[PIMCO Frgn Bd US$
|Hedged Fd PFBPX 1992/12 11.61% 8.50% 6.51% 7.81% 0.60% 0.60% 888-877-4626
i

Pacific Income ST Bond : .. ’ oy ; ‘
£ . PIASX ¢ ‘1994{04 051% 1.85% ’232(%* 4 00% 0.39% . 0,35% 800-251-1970

PIMCO Short Term Bond
Fd PTSPX 1987/10 3.21% 2.73% 2.96% 4.79% 0.56% 0.55% 888-877-4626

PIMCO dotal Return Ed : : . .
; PTIPX 1987/06  11.39% 8.81% 684% .824% 0.56% 06689 B85 HB77.4676

Dreyfus Standish int! Bd
Fd SDIFX 1991/01 7.38% 7.64% 6.13% 7.60% 0.76% 0.76% 800-373-9387

'Wells Farge High incoms: : ‘ -
Fd d STHYX  1995/12  17.47%  747%  947%  7.21% - 1.05%  0.94% B800.222.8222

Western Core Plus Bond
Fd WACPX 1998/07 9.26% 8.04% 7.18% 7.04% 0.45% 0.45% 877-721-1926

* Please see the important performance disclosures located at the end of this Propesal. Returns, other performance figures and any risk or other
statistics based on these performance figures do not reflect the payment of any separate account management fees.

Consulting Group
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I'he performance data desig

ated as “Proposal” below on this page and on each of the following pages of this
proposal s miended to model what the return of a portfolio would have been had vou been invested in the
mnvesument products recommended m this proposal, in the percemnag
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o

These returns are hypothetical retumns based on a simulated account (not an actual account). You would not
necessanly have obtuned these performance results if you had held this portfolio for the periods indicated. Actual
perdormance results of accounts vary due to factors such as tming of contribwrions and withdrawals, and
rebalancing schedules. Also, fees would apply to, and reduce the performance of, investment products included in
this hypothetical portfolio. The selection of investment products in this proposal reflects the benefit of
hindsight based on historical rates of return. This performance 1s presented for illustrative purposes only.

With respect to third-party separately managed accounts (“SMAs”), the performance information is based on other
accounts of the mvestment Sub-Manager that operated with substantially similar investment objectives and policies
duning the tme periods indicated. With respect to affiliated investment products, the performance information i
that of the affihated investment product in 2 Consulting Group investment advisory program other than Select
UMA. The data designated as “Proposal Benchmark” is derved from the stated benchmark of each investment
product included in the weightings set forth in our recommendarion. As noted above, past performance does not
guarantee or predict future resules.

It is important to note that the performance set forth below does not take into account the fees that would
be charged to the account. As illustrated in the Performance Disclosures at the end of this proposal, if an
account had been in existence for the time periods shown, its performance would be lower than that shown
by an amount that is directly proportionate to the fee charged. Please see the Fee Schedule for an
illustravion of the impact of fees on account performance.

PERFORMANCE STATISTICS BEFORE FEES*

Annualized Returns
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Analysis of Up and Down Markets ##
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3-YEAR RISK/RETURN AWNALYSIS BEFORE FEES **
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Annualized Standard Deviation

[ % PROPOSAL 5.90% 1.63% |
€ PROPOSAL BENCHMARK 4.01% 1.47%
3 90-DAY TREASURY BILLS 0.08% 0.02% |
4 1B AGG BOND INDEX 6.19% 2.93%
5 Pacific Incoms ST Bond Fd 0.66% 0.31% |
6 PIMCO Short Term Bond Fd 1.90% 1.26%
7 Biackrock Core Bond 86.27% 2.82%
i '8 PIMCO Total Return Fd 7.59% 3.14%
9 Western Core Plus Bond Fd 10.03% 2.58%
l 10 BlackRock Low Duration Fd 4.63% 1.58%
© 11 Eaton Vance inc of Boston Fd 12.20% 0.48% |
' 12 Wells Fargo High Income Fd 11.41% 6.26%J
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PV PERFORMANCE REVIEWS

S5-YEAR RISE/RETURN

Jemary &, 2013

ANALYSIS BEFORE FEES
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8§ PIMCO Total Return Fd 8.81% 4.41%
i 9 Western Core Plus Bond Fd 8.04% 7.56%
. 10 BlackRock Low Duration Fd 3.38% 4.69%
11 Eaton Vance Inc of Boston Fd 7.75% 17.85%
12 Wells Fargo High Income Fd 7.48% 10.52% J
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J

7-YEAR RISK/RETURN ANALYSIS BEYORE FELS **
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| 13 Dreyfus Standish inti Bd Fd 6.50% 4.25%

=

| 14 PIMCO Frgn Bd US$ Hedged Fd 6.79% 5.15%

at the end of this proposal. Rewwms,

1 the paviment of

omoar T

S 4Up” “Dosn

Prepared by Marting Collins Group of Morgan Stanley Page 22 of 29



V. SUMMARY OF SERVICES
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January 8, 2013

STEP 4: Ongoing Review Process

After your investment products have been selected, your Financial Advisor will periodically monitor your
account's performance. Consulting Group believes that an investment management program does not end with
the initial selection of a strategy. Periodic evaluation and monitoring of your account and your long-term
mvestment objectives help you to make periodic adjustments.

Morgan Stanley will provide you with periodic reports showing your account performance. Many Financial
Advisors invite clients to review these reports with them either in one-on-one meetings or over the telephone.

Should your financial objectives change, please notify your Financial Advisor so they can reassess your overall
investment strategy and suggest appropriate adjustments.

The following services will be provided to you as part of the Select UMA program fee.

Consulting Services

o Define investment objectives and risk tolerance levels

e Develop customized asset allocation strategies

e Recommend approprate investment products

o Review performance against investment objectives

e Rebalance portfolios periodically (optional)

e Provide manager research reports and periodic economic commentary
Account Services

e Trade executions

o Custody services and safekeeping of securities

® Automatic investment of cash balances

Communications (as required by client)

o Comprehensive periodic reports summarizing performance and portfolio activity
e Monthly account statements
e Trade confirmation of every transaction (unless you request otherwise)

® Periodic review of investment objectives

Consulting Group
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90-day Treasury Bill Index: An unweighted average of weekly auction offering rates of 90-day
Treasury bills. Treasury bills are backed by the full faith and credit of the US. government.

Barclays Capital Aggregate Index: The US. Aggregate Index covers the dollar-denominated
investment-grade fixed-rate taxable bond market, including Treasuries, government-related and
corporate securities, MBS pass-through securities, asset-backed securities, and commercial mortgage-
based securities. These major sectors are subdivided mto more specific subindices that are calculated and
published on an ongoing basis. Total return comprises price appreciation/depreciation and income as a
percentage of the original investment. This index is rebalanced monthly by market capitalization.

Custom Allocation: Indicates that you have selected the “custom” version of the asset allocation
model and have created a customized asset allocation instead of utilizing a model pre-defined by us.

Downl: A portfolio’s performance during the most recent “down” cycle in a market. The most recent
“down” cycle consists of the most recent quarter in which market performance (as measured by the
benchmark) was less than zero. However, if the most recent such quarter was the last in a series of
successive quarters in which market performance was less than zero, the most recent “down” cycle
consists of that series of successive quarters. (For example, if the last “down” quarter was the fifth
successive “down” quarter, then the most recent “down” cycle is the period consisting of those five
successive quarters.) The length of the Downl1 period may be different from that of the Up1, Up2 and
Down2 periods.

Down?2: A portfolio’s performance during the second most recent “down” cycle in a market. See the
definition of “Downl” for how we determine “down” cycles.

FA Discretionary Program: The client has elected to give discretion of the Select UMA account to the
Financial Advisor. The FA has ability to select the investment products within the account without the
consent of the client. Clients receive a playback of any changes to their account.

Firm Discretionary Program: The client has elected to give discretion of the Select UMA account to
Consulting Group. Consulting Group will make the asset allocation and investment product decisions
on behalf of the client.

MSCI EAFE Index(Net): The MSCI EAFE Index (Europe, Australasia, Far East) (net) is a free float-
adjusted market capitalization index that is designed to measure equity performance of developed
markets, excluding the US. & Canada. The MSCI EAFE Index consists of the following 22 developed
market country indices: Australia, Austria, Belgium, Denmark, Finland, France, Germany; Greece, Hong
Kong, Ireland, Israel, Italy; Japan, the Netherlands, New Zealand, Norway; Portugal, Singapore, Spain,
Sweden, Switzerland and the United Kingdom (as of May 2011). Net total return indices reinvest
dividends after the deduction of withholding taxes, using(for international indices) a tax rate applicable
to non-resident institutional investors who do not benefit from double taxation treaties.

Non-Discretionary Program: The client requires the FA to consult with them before implementing
any changes to their account.

Proposal Benchmark: This is a blend of the individual investment products' benchmarks in an
allocation equal to the proposal. For example, if the proposal has a 50% US Large Cap Core Equity and
a 50% US Core Fixed Income allocation, the Proposal Benchmark would be 50% S&P 500 Index +
50% BC Aggregate Bond Index. The calculation of this blend assumes monthly rebalancing of the
weighting of individual product benchmarks back to the target allocation and is likely to differ from
actual practice in client accounts. For additional information regarding your Proposal Benchmark, please
contact your Morgan Stanley Financial Advisor.

Consulting Group
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Risk-Return Analysis: On the nisk-return graphs, also known as scattergrams or scatterplots, each
point on the analysis represents both the return and risk of the proposal and benchmarks. Risk, defined
as standard deviation, is measured along the x-axis, while return is measured along the y-axis. The
vertical and horizontal lines drawn through the proposal or benchmark divide the graph into four
quadrants. The northwest quadrant is sometimes regarded as the most desirable quadrant since any
point falling there has both return exceeding the benchmark and less risk than the benchmark. In
general, anything plotted to the northwest of another point on the graph is considered to have
outperformed the other on a rsk-adjusted basis. Historical risk-adjusted performance is not a predictor
of future risk-adjusted performance.

S&P 500 Index: Widely regarded as the best single gauge of the US. equities market, this world-
renowned index includes a representative sample of 500 leading companies in leading industries of the
US. economy. Although the S&P 500 focuses on the large-cap segment of the market, with over 80%
coverage of US. equities, it is also an ideal proxy for the total market.

Standard Deviation: The statistical measure of the degree to which an individual value in a probability
distribution tends to vary from the mean of the distribution. The standard deviation of performance
can be calculated for each security and for the portfolio as a whole. The greater the degree of
dispersion, the greater the risk.

Strategic Asset Allocation: A blend of asset classes that we recommend in the Select UMA program
to seek to maximize returns in the long run for a given risk tolerance level.

Tactical Asset Allocation: A blend of asset classes that we recommend in the Select UMA program to
seek to maximize returns over a shorter period (generally 12 months or so) for a given risk tolerance.

Upt: A portfolio’s performance during the most recent “up” cycle in a market. The most recent “up”
cycle consists of the most recent quarter in which market performance (as measured by the benchmark)
was greater than zero. However, if the most recent such quarter was the last in a series of successive
quarters in which market performance was greater than zero, the most recent “up” cycle consists of that
sertes of successive quarters (For example, if the last “up” quarter was the fifth successive “up” quarter,
then the most recent “up” cycle is the period consisting of those five successive quarters.) The length of
the Up1 peniod may be dlfferent from that of the Up 2, Down1 and Down2 periods.

Up2: A portfolio’s performance during the second most recent “up” cycle in a market. See the
definition of “Up1” for how we determine “up” cycles.

Consulting Group
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IMPORTANT DISCLOSURES

Although the statements of fact and data in this proposal have been obtained from, and are based
upon, sources that we believe to be reliable, we do not guarantee their accuracy, and any such
information may be incomplete or condensed. All opinions included in this materal constitute our
judgment as of the date of this material and are subject to change without notice. This matenal is
provided for informational purposes only and is not intended as an offer or solicitation with respect
to the purchase or sale of any security. The information shown is provided by the Consulting Group
and Sub-Managers and, where provided by Sub-Managers, is not independently verified by us.

Performance. For those Select UMA Sub-Managers that participate in the Morgan Stanley Fiduciary
Services program, and beginning with the first full quarter after the acceptance by the Sub-Manager of
the first Fiduciary Services client in this style, the composite performance figures represent the Sub-
Manager’s actual Morgan Stanley Fiduciary Services performance in this style (for all fee paying
accounts with no investment restrictions), and are calculated by Morgan Stanley. Performance figures
for Sub-Managers that do not participate in the Fiduciary Services program (and for Sub-Managers
that do participate in the Fiduciary Services program, performance figures for periods prior to the
Sub-Managers participation) are for a composite compiled by the Sub-Manager, and are calculated by
the Sub-Manager. Please note that some of the performance information for the Sub-Manager
depicts the performance of accounts employing similar, but not the actual, investment strategies that
will be used for Select UMA clients. Because the accounts contained in the Sub-Manager’s composite
were not managed contemporaneously with the Select UMA accounts, may be different in size than a
typical Select UMA account or may have been managed with a view toward different client needs and
considerations, the specific securities held and rates of return achieved for Select UMA accounts may
differ from those of the Sub-Manager’s composite. Also, the Sub-Manager’s composite may have
included IPO investments, while Select UMA accounts do not invest in IPOs. Actual results may vary.

Since Sub-Managers may use different methods of selecting accounts to be included in their
performance composttes and for calculating performance, returns of different Sub-Managers may not
be comparable.

Each Sub-Manager, as investment adviser to the client, will exercise discretion to select securities for
the client’s account by (1) delivering a model portfolio to the Overlay Manager(which is part of
Morgan Stanley), which the Overlay Manager will implement (subject to any client instructions
accepted by the Overlay Manager); or (i) (in the case of an executing Sub-Manager) implementing its
investment decisions directly.

The investment results depicted herein represent historical gross performance with no deduction for
investment management fees or any applicable insurance or annuity charges. Actual returns will be
reduced by expenses, including management fees. Please see the Select UMA ADV brochure for a full
disclosure of the fee schedule. Because the fees are deducted quarterly; the fees will have a
compounding effect on performance and can be matenial. For example, on an account with an initial
value of $100,000 and a 2% annual fee, if the gross performance is 10% per year over a three-year
period, the compounding effect of the fees will result in a net compound rate of return of
approximately 7.81% per year over a three-year period, and the total value of the client’s portfolio at
the end of the three-year period would be approximately $133,100 without the fee and $125,307 with
the fee.

Consulting Group
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Performance results include all cash and cash equivalents, are time weighted, annualized for time
periods greater than one year and include realized and unrealized capital gains and losses and
reinvestment of dividends, interest and income.

As a result of recent market activity; current performance may vary from the figures shown. Please
contact your Financial Advisor for up-to-date performance information. Past performance is not a
guarantee of future results. Diversification does not ensure a profit or protect against loss.

General Information. All Funds are sold by prospectus, which contains more complete
information about the fund. Please contact your Financial Advisor for copies. Please read the
prospectus and consider the fund’s objectives, risks, charges and expenses carefully before
investing. The prospectus contains this and other information about the fund.

Return and principal value of investments will fluctuate and, when redeemed, may be worth more or
less than their original cost. Investments are not FDIC insured or bank guaranteed, and investors may
lose money. There is no guarantee that past performance or information relating to return, volatility;
style reliability and other attributes will be predictive of future results. The value of an investor's
shares of any fund will fluctuate and, when redeemed, may be worth more or less than the investor’s
cost.

If the client selects a “custom” version of the model for the client’s unified managed account, unless
the client has elected Financial Advisor Discretion, the clhient (not Morgan Stanley) will determine the
initial asset allocation for the model and will be responsible thereafter for any adjustments to the asset
allocation of the model. The client’s Financial Advisor may utilize recommendations of the our
Global Investment Committee (“GIC”) as a resource in assisting the client in defining a custom
model. If the Financial Advisor does utilize GIC recommendations in connection with defining a
custom model, there is no guarantee that any model defined will in fact mirror or track GIC
recommendations.

Individual retirement accounts and other retirement plan clients that participate in Morgan Stanley
advisory programs may be prohibited from purchasing investment products managed by affiliates of
Morgan Stanley.

Morgan Stanley Smith Barney LLC its affiliates, and its employees are not in the business of
providing tax or legal advice. These materials and any tax-related statements are not intended or
written to be used, and cannot be used or relied upon, by any taxpayer for the purpose of avoiding tax
penalties. Tax-related statements, if any, may have been written in connection with the "promotion or
marketing” of the transaction(s) or matters(s) addressed by these materials, to the extent allowed by
applicable law: Any taxpayer should seek advice based on the taxpayer's particular circumstances from
an independent tax advisor. The performance of tax-managed accounts is likely to vary from that of
non-tax managed accounts.

To obtain Tax Management Services, a client must complete the Tax Management Form, and deliver
the signed form to us. For more information on Tax Management Services, including its features and
limitations, please ask your Financial Advisor for the Tax Management Form. Review the form
carefully with your tax advisor. Tax Management Services (a) apply only to equity investments in
separate account sleeves of client accounts; (b) are not available for all accounts or clients; and (c)
may adversely impact account performance. Tax Management Services do not constitute tax advice or
a complete tax-sensitive investment management program. There is no guarantee that Tax
Management Services will produce the desired tax results.

Consulting Group
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Investing in the market entails the risk of market volatility: The value of all types of securities,
including Funds, may increase or decrease over varying time periods.

To the extent the investments depicted herein represent international securities, you should be aware
that there may be additional risks associated with international investing, including foreign economic,
political, monetary and/or legal factors, changing currency exchange rates, foreign taxes, and
differences in financial and accounting standards. These risks may be magnified in emerging markets.
International investing may not be for everyone. Small and mid-capitalization companies may lack the
financial resources, product diversification and competitive strengths of larger companies. In addition,
the securities of small capitalization companies may not trade as readily as, and be subject to higher
volatility than, those of larger, more established companies.

Ultra-short bond funds are Funds that generally invest in fixed income securities with very short
maturities, typically less than one year. They are not money market funds. While money market funds
attempt to maintain a stable net asset value, an ultra-short bond fund’s net asset value will fluctuate,
which may result in the loss of the principal amount invested. They are therefore subject to the risk
associated with debt securities such as credit and mterest rate risk.

Bonds are subject to interest rate risk. When interest rates rise, bond prices fall; generally; the longer a
bond’s maturity; the more sensitive it is to this nisk. Bonds may also be subject to call risk, which
allows the issuer to retain the right to redeem the debt, fully or partially, before the scheduled maturity
date. Proceeds from sales prior to maturity may be more or less than originally invested due to
changes in market conditions or changes in the credit quality of the issuer. High-yield bonds are
subject to additional risks such as increased risk of default and greater volatility because of the lower
credit quality of the issues.

In unified managed account programs at Morgan Stanley; alternative investments are limited to
primarily US.-registered open-end mutual funds and exchange-traded funds (ETFs) that seek to
pursue alternative investment strategies or returns. Mutual funds in this category may employ various
Investment strategies and techniques for both hedging and more speculative purposes, such as short
selling, leverage, denvatives and options, which can increase volatility and the risk of investment loss.
Alternative investments are not suitable for all investors.

Investing in commodities entails significant risks. Commodity prices may be affected by a variety of
factors at any time, including, but not limited to, (1) changes in supply and demand relationships, (i)
governmental programs and policies, (iii) national and international political and economic events, war
and terrorist events, (iv) changes in interest and exchange rates, (v) trading activities in commodities
and related contracts, (vi) pestilence, technological change and weather, and (vi1) the price volatlity of
a commodity. In addition, the commodities markets are subject to temporary distortions or other
disruptions due to various factors, including lack of liquidity; participation of speculators and
government intervention.

The risks of investing in REITS are simular to those associated with direct investments in real estate:
lack of liquidity; limited diversification, and sensitivity to economic factors such as interest rate
changes and market recessions.

Derivatives, in general, involve special risks and costs that may result in losses. The successful use of
derivatives requires sophisticated management in order to manage and analyze derivatives

Consulting Group
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transactions. The prices of derivatives may move in unexpected ways, especially under abnormal
market conditions. In addition, correlation between the particular derivative and an asset or liability of
the investment portfolio may not be what the investment manager expected. Some derivatives are
"leveraged" and therefore may magnify or otherwise increase investment losses. Other risks include
the potential inability to terminate or sell derivative positions, as a result of counterparty failure to
settle or other reasons.

In this proposal, “Morgan Stanley;” “we,” “us,” or “our” apply to Morgan Stanley Smith Barney LLC.

© 2012 Morgan Stanley Smith Barney LLC. Member SIPC. Consulting Group is a business of Morgan Stanley Smith Barney LLC.
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YOUR INVESTMENT PROFILE

One of the advantages of a consulting relationship is that it provides an objective frameworks for making
mvestment decisions. This process often mcludes the development of a personalized, long-term mvestment
strategy.

Consulting Group’s four-step investment process Is designed to help Investors seek to achieve their mvestment
objectves, attain portfolio diversification and reduce nisks over time.

¢ STEP ONE: Set Investment Objectives

Financial Advisors help you to define your investment objectives based on three critical factors: your
goals, time horizon and nsk tolerance.

& STEP TWO: Define Investment Strategy

Based on your investment objectives, your Financial Advisor recommends an asset allocation strategy
designed to provide proper diversification.

¢ STEP THREE: Evaluate and Select Investment Products

Financial Advisors help you to identify investment products that may be most appropriate given your
asset allocation strategy: The investment products may or may not be affiliated with us.

® STEP FOUR: Ongoing Review Process

Financial Advisors consult with you periodically to determine whether short-term or long-term changes
are needed 1n the asset allocation strategy or investment products in your portfolio.

For more information on Consulting Group’s Four-Step Process, please speak to your Financial Advisor.

Step 1: Set Investment Objectives

Our discussion of your financial needs and goals was the start of the process that enabled us to Jearn
about you as an investor. Let’s review what you told us:

e You will be investing $4,500,000.
@ You have selected the Firm Discretionary Program.

€& You have selected the "tactical" version of the asset allocation model.

The following information depicts our understanding of your investment objectives and risk tolerance for
your proposed Morgan Stanley Consulting Group Select UMA account.

Please review this information carefully. If you do not agree with this or any other information included
in this proposal, please notify your Financial Advisor immediately: Also, please noufy your Financial
Advisor immediately of any change in the information in this proposal (including any change in your
investment objectives or risk tolerance). To the extent that the investment suitability and objectives
information noted below conflicts with any other information you communicate to us (e.g., via telephone,
e-mail, or Investment Policy Statement), the information contained in this proposal shall control with
respect 1o the management of this account.

Consulting Group
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¢ Your primary purpose for opening this account is wealth accumulation.

¢ We understand you need to take regular withdrawals from this account. You will need berween 2% and
4% of this account's current value annually.

¢ You expect to begin withdrawing funds from this account immediately; for your primary investment
objective.

¢ Once you begin to withdraw funds from this account for your primary investment objective, you
antcipate that you will withdraw all funds within 6 to 10 years.

¢ For this account, limiting risk and maximizing returns are of equal importance to you. You are willing
to accept moderate risk and a moderate chance of loss to seek moderate returns.

* Given your investment goals for this account, you would choose a hypothetical portfolio over a 20-year
period similar to the following:

60% Portfolio Y Average Hypothetical Annual Retirn = 7.5%

Hypothetical Annual Returns

13 5 7 9 11 13 15 17 19

Years

This portfolio is constructed to seek moderate annual returns, risk and volatility. Please note that this is
a hypothetical example only, for the purpose of gauging your tolerance for risk. This does not represent
any actual histoncal results and does not include fees or charges that would lower your return. Actual
results of any particular account may be less than the "Hypothetical Annual Returns” and " Average
Hypothetical Annual Return” shown above, and may be negative.

© The nsk of a portfolio suffering a decrease in value (having a negative return) is often a primary
concern for investors. In seeking to achieve potentially higher returns, however, an investor must be
willing to accept greater risk. Given your investment objective for this account, you would be most
comfortable investing this account in a hypothetical portfolio similar to the following:

l‘ Portfolio B - $107,120

Consulting Group
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This portfolio 1s constructed to accept a somewhat lower hypothetical value, but also to seek a
somewhat lower chance of losing money; after one year. Please note that this is a hypothetical example
only, for the purpose of gauging your tolerance for nisk. This does not represent any actual historical
results and does not include fees or charges that would lower your return. Actual results of any
particular account may be less than the "Hypothetical Value" shown above, and may be negative.

¢ The bar chart below shows a range of hypothetical one-year ending values for a $100,000 initial
mvestment i a portfolio. The hypothetical value of the average return for that portfolio is shown in
the center of the bar. Given possible outcomes for various portfolios, you would consider the
following hypothetical portfolio to be suitable for you in light of your investment objective for this
account:

$160,000 Hypothetical Portfolio Returns Based on Risk
$150,000 .
$140,000
$130,000
$120,000 $120,744
§110,000
$100,000

$50,000

$80,000

$70,000
860000,

$93,496

s

At the end of a given year, this portfolio has hypothetical ending values between $120,744 (21% retum)
and $93,496 (negative 7% return). The hypothetical average ending value of this portfolio after one year
1s approximately $107,120 (7% return). This portfolio 1s constructed to accept a somewhat lower
hypothetical average ending value, but also to seek a somewhat narrower range of one-year ending
values.

Tt 1s important to remember that a hypothetical portfolio such as that shown above is more likely to
achieve the average return over long-term holding periods. Please note that this 1s only a hypothetical
example, for the purpose of measunng your tolerance for risk. Actual results will vary, and may be
worse than the lowest outcome shown on the bar chart above. This bar chart does not represent any
actual historical results and does not include fees or charges that would lower your return.

¢ Inflaton can greatly erode the return on your investments, especially over time. For this account, you
prefer a portfolio that has the potential 1o exceed inflation moderately over the long run and are willing
10 accept moderate short-term fluctuations in value (and a moderate potential for loss) to achieve this

goal.
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¢ Sometimes investment losses are permanent, sometimes they are prolonged and sometimes they are
short-lived. We understand that if you expenenced substantial investment losses 1n this account, you
would sell your investments immediately:

Consulting Group
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ASSET ALLOCATION

Step 2: Define Investment Strategy

Asset allocation can be one of the most effective investment techniques investors can employ. The
appropriate asset allocation policy can provide diversification of your portfolio, lower overall portfolio
fluctuation and position your portfolio to take advantage of developing investment opportunities. This 1s
conducted by apportioning your portfolio among different types of investments that may include stocks,
bonds, money market instruments and other asset categories. While 1t 1s a widely held opinion that
diversification 1s a prudent investment technique, diversification does not ensure against loss.

The following asset allocation is either the asset allocation that we recommend for you based on your
investment objectives or a custom allocation that you have selected based on your preferences.

Asset Class Target
| US Large Growth Equity (LG) 11.00%
. US Larges Value Equity (V) snla 0 : S T00%
US Mid Cap Growth Equity (MG) 2.00%
US Mid Cap Value Equity (MV) S ———— 200% _{
US Smalt Growth Equity (SG) 2.00%
US Small Value Equity {SV) ‘ T ' 51 2.00%
Managed Futures (AF) 5.00%
Hedged Multi=Strategy (AMY 20 s e idniiiaie e el e 1 00%
International Equity (IE) 6.00%
S Emerging Markels Equity (EM) 50 e g e 8 00%
Commodities - Diversified (CO) 3.00%
“Ultra Short Duration Fixed Ine (EC). o . i e 3.00%:
; US Core Fixed Inc (CF) 23.00%
; Inflation Linked Securities (1) 2.00%
| High Yield Fixed income (HY) 3.00%
International Bonds (IF) i G.00%

*Due to rounding, toral may not add o 100.00%.
O .

Consulting Group
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Asset Class Target
Emerging Markets Fixed income (EF) 4.00%
REITs ((RE) : 2.00%
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YOUR PORTFOLIO

Step 3: Evaluate and Select Investment Products

Our Consulting Group Investment Advisor Research department(“CG TAR”) evaluates most
investment products offered in the Select UMA program. CG 1AR then reviews these investment
products periodically to ensure that they continue to meet Consulting Group's standards. CG TAR
does not evaluate mvestment products affiliated with us (including investment products with “Morgan

Stanley,” “CGCM,” or “GIS” in their names).

In addition, we will monitor the investment products you ultimately select for your portfolio. The
purpose of this process is to evaluate whether the investment products selected continue to be
compatible with your stated investment objectives and tolerance for nsk.

The table below illustrates the percentage of your assets that would be invested in the investment
products listed if this proposal is accepted.

Select UMA Model 4

US Large Growth Equity ~ Winslow Large Cap Growth SMA 11.00%  Russell 1000 Gr

US Large Value Equity. -~ NWQ Large Value e . e 7.00% . Russell 1000V~

US Mid Cap Growth Equity lvy Mid Growth Fd MF 2.00% Russell Mid Cap Gr

LS Mid Cap Value Equity - --Mgrs AMG Systematic M V.Ed 0 o0 ME . LR 9 00% Rgs"séll_"lvlid‘ CapVl .
us Sméll Growth Equity JP Mérgan.Dynamic Sm Growth Fd MF 2.00% Russell 2000 Gr

US Small Value Equity: Cambiar Small Valug Fd- " 00 SOME " 2,00% . Russell 2000 Vi

Managed Futures AQR Managed Futures Strat Fd MF 5.00% ML 3 mth TBill - GOO1
Hedged Multi-Strategy Goldman Sachs Abs Retirn Tr Fd L ME : 11.00%" ,; HFREFund: Weighted Comp
Intermational Equity Thornburg International Val Fd MF 6.00% MSCI AC World ex US NET
Emerging Markets Equity ©. - Virftus Emerging Mkts Opps Fd MF 6.00%". " MSCI EMnet

Commodities - Diversified  Eaton Vance Commodity Strat Fd MF 3.00% DJ UBS Commedity

Ultra Short Duration Fixed: - PIMCO Short Term Bond Fd MF 3.00% 80-Day T-Bills

US Core Fixed inc MetWest Total Rtn Bd Fd MF 23.00% BC Aggregate

Inflation Linked Securities - BlackRock Infl Protected Bd Fd MF 2.00% . BC Gblinflinked US-TIPS
High Yield Fixed Income Eaton Vance Inc of Boston Fd MF 3.00% BC HY

International Bonds PIMCO Frgn Bd US$ Hedged Fd MFE 6.00% . CitiNon-US WGBI Hed
Emerging Markets Fixed Western Em Debt Port Fd MF 4.00% JPM EMBI Gbl

REITs ING Global Real Estate Fd MFE 2.00% S&P BMI Property Develope

* Manager/ Fund Names that are foliowed by an “SMA” or “MF” or “ETF” represents a separately managed account, a murual fund, and an
exchange-traded fund, respectively.
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fanager/Fund Names that are followed bvan “SMA” or “MF” or “ETF” represems a separately managed account, a murual fund, and an
exchange-traded fund, respectively:
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YOUR INVESTMENT PROFILE

One of the advantages of a consulting relationship is that it provides an objective framework for making
investment decisions. This process often includes the development of a personalized, long-term investment
strategy.

Consulting Group’s four-step investment process is designed to help investors seek to achieve their investment
objectives, attain portfolio diversification and reduce risks over time.

o STEP ONE: Set Investment Objectives

Financial Advisors help you to define your investment objectives based on three critical factors: your
goals, time horizon and risk tolerance.

o STEP TWO: Define Investment Strategy

Based on your investment objectives, your Financial Advisor recommends an asset allocation strategy
designed to provide proper diversification.

o STEP THREE: Evaluate and Select Investmeanroducts

Financial Advisors help you to identify investment products that may be most appropriate given your
asset allocation strategy. The investment products may or may not be affiliated with us.

@ STEP FOUR: Ongoing Review Process

Financial Advisors consult with you periodically to determine whether short-term or long-term changes
are needed in the asset allocation strategy or investment products in your portfolio.

For more information on Consulting Group’s Four-Step Process, please speak to your Financial Advisor.

Step 1: Set Investment Objectives

Our discussion of your financial needs and goals was the start of the process that enabled us to learn
about you as an investor. Let’s review what you told us:

® You will be investing $4,500,000.
® You have selected the Firm Discretionary Program.

® You have selected the "tactical” version of the asset allocation model.

The following information depicts our understanding of your investment objectives and risk tolerance for
your proposed Morgan Stanley Consulting Group Select UMA account.

Please review this information carefully: If you do not agree with this or any other information included
in this proposal, please noufy your Financial Advisor immediately: Also, please notify your Financial
Advisor immediately of any change in the information in this proposal (including any change in your
mvestment objectives or risk tolerance). To the extent that the mvestment suitability and objectives
information noted below conflicts with any other information you communicate to us (e.g, via telephone,
e-mail, or Investment Policy Statement), the information contained in this proposal shall control with
respect to the management of this account.

Consulting Group
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¢ Your primary purpose for opening this account is wealth accumulation.

® We understand you need to take regular withdrawals from this account. You will need between 2% and
4% of this account’s current value annually.

¢ You expect to begin withdrawing funds from this account immediately, for your primary investment
objective.

¢ Once you begin to withdraw funds from this account for your pnmary investment objective, you
anticipate that you will withdraw all funds within 6 to 10 years.

e For this account, limiting risk and maximizing returns are of equal importance to you. You are willing
to accept moderate risk and a moderate chance of loss to seek moderate returns.

¢ Given your investment goals for this account, you would choose a hypothetical portfolio over a 20-year
period similar to the following:

60% Portfolio Y Average Hypothetical Annual Return = 7.5%
50%
40%
30%
20%
10%

0%
-20%
-30%|

Hypothetical Annual Returns

1 3 5 7 9 11 13 15 17 19
Years

This portfolio is constructed to seek moderate annual returns, risk and volatility. Please note that this is
a hypothetical example only, for the purpose of gauging your tolerance for risk. This does not represent
any actual historical results and does not include fees or charges that would lower your return. Actual
results of any particular account may be less than the "Hypothetical Annual Returns” and " Average
Hypothetical Annual Return" shown above, and may be negative.

® The risk of a portfolio suffering a decrease in value (having a negative return) is often a primary
concern for investors. In seeking to achieve potentially higher returns, however, an investor must be
willing to accept greater nisk. Given your investment objective for this account, you would be most
comfortable 1 mvestmg this account in a hypothetlcal portfoho similar to the followmcr

Consulting Group
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This portfolio is constructed to accept a somewhat lower hypothetical value, but also to seek a
somewhat lower chance of losing money; after one year. Please note that this is a hypothetical example
only; for the purpose of gauging your tolerance for risk. This does not represent any actual historical
results and does not include fees or charges that would lower your return. Actual results of any
particular account may be less than the "Hypothetical Value" shown above, and may be negative.

e The bar chart below shows a range of hypothetical one-year ending values for a $100,000 initial
investment in a portfolio. The hypothetical value of the average return for that portfolio is shown in
the center of the bar. Given possible outcomes for various portfolios, you would consider the
following hypothetical portfolio to be suitable for you in light of your investment objective for this

account:
§160,000 | Hypothetical Portfolio Returns Based on Risk
§150000
5140000,
$130,000
$120,000 $120,744
$110,000
$100,000
$90,000
$80,000 §93,496
$70,000 "
560,000
Portiolio B

At the end of a given year, this portfolio has hypothetical ending values between $120,744 (21% return)
and $93,496 (negative 7% return). The hypothetical average ending value of this portfolio after one year
is approximately $107,120 (7% return). This portfolio is constructed to accept a somewhat lower
hypothetical average ending value, but also to seek a somewhat narrower range of one-year ending
values.

It is important to remember that a hypothetical portfolio such as that shown above is more likely to
achieve the average return over long-term holding periods. Please note that this is only a hypothetical
example, for the purpose of measuring your tolerance for risk. Actual results will vary; and may be
worse than the lowest outcome shown on the bar chart above. This bar chart does not represent any
actual historical results and does not include fees or charges that would lower your return.

e Inflation can greatly erode the return on your investments, especially over time. For this account, you
prefer a portfolio that has the potential to exceed inflation moderately over the long run and are willing
to accept moderate short-term fluctuations in value (and a moderate potential for loss) to achieve this
goal.

Consulting Group
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¢ Sometimes investment losses are permanent, sometimes they are prolonged and sometimes they are
short-lived. We understand that if you experienced substantial investment losses in this account, you
would sell your investments immediately.

Consulting Group
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ASSET ALLOCATION

Step 2: Define Investment Strategy

Asset allocation can be one of the most effective investment techniques investors can employ: The
approprate asset allocation policy can provide diversification of your portfolio, lower overall portfolio
fluctuation and position your portfolio to take advantage of developing investment opportunities. This is
conducted by apportioning your portfolio among different types of investments that may include stocks,
bonds, money market instruments and other asset categories. While it is a widely held opinion that
diversification is a prudent investment technique, diversification does not ensure against loss.

The following asset allocation is either the asset allocation that we recommend for you based on your
investment objectives or a custom allocation that you have selected based on your preferences.

Asset Class Target
US Large Growth Equxty (LG)

fial

5 §I0
ngh Y|eld F|xed Income (HY 3 00%
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Asset Class Target

Emerging Markets Fixed Income (EF) 4.00%

100.00%

*Due to rounding, total may not add to 100.00%.

Consulting Group
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YOUR PORTFOLIO

Step 3: Evaluate and Select Investment Products

Our Consulting Group Investment Advisor Research department(“CG IAR”) evaluates most
investment products offered in the Select UMA program. CG IAR then reviews these investment
products periodically to ensure that they continue to meet Consulting Group's standards. CG IAR
does not evaluate investment products affiliated with us (including investment products with “Morgan
Stanley;” “CGCM,” or “GIS” 1n their names).

In addition, we will monitor the investment products you ultimately select for your portfolio. The
purpose of this process is to evaluate whether the investment products selected continue to be
compatible with your stated investment objectives and tolerance for risk.

The table below illustrates the percentage of your assets that would be invested in the investment
products listed if this proposal is accepted.

Select UMA Model 4

 Tovestment %of Portfolio. Investment Product
Type* . . . Benchmark

11.00%  Russell 1000 Gr
-
SR 2
2.00%  Russell Mid Cap Gr

s

Managed Futures AQR Managed Futures Strat Fd MF 5.00% ML 3 mth TBill - GOO1
V o L o - |

7

| US Core Fixed Inc

s ey

* Manager/Fund Names that are followed by an “SMA” or “MF” or “ETF” represents a separately managed account, a mutual fund, and an
exchange-traded fund, respectively.
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Asset Class ~ Investment Product  Investment % of Portfolio Investment Product

Type¥* Benchmark

Totz! — - e s 100:00%

* Manager/Fund Names that are followed by an “SMA” or “MF” or “ETF” represents a separately managed account, a mutual fund, and an
exchange-traded fund, respectively.
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EVALUATION OF INVESTMENT PRODUCTS

In the Select UMA program, we offer a wide range of Investment Products (including Sub-Managers,
mutual funds and ETFs) that we have selected and approved. We also offer affiliated investment
products, which CG IAR does not evaluate or approve. The remainder of this section (‘EVALUATION
OF INVESTMENT PRODUCTS”), as well as any references in this proposal to Investment Products
being evaluated or approved (or on the “Focus List” or “Approved List”) does not apply to affiliated
investment products.

Morgan Stanley CG IAR evaluates Investment Products. CG IAR may delegate some or all of its
functions to an affiliate or third party: Investment Products may only participate in the Select UMA
program if theyare on CG IAR’s Focus List or Approved List discussed below: The Focus List and
Approved List are available at

wwwmorganstanleyindividual.com/accountoptions/ managedmoney/ manager/ default.asp (or you can
ask your Financial Advisor for these lists). Only some of the Investment Products may be available in
the Select UMA program.

In addition to requiring that Investment Products be on the Focus List or Approved List, we look at
other factors in determining which Investment Products we offer in the Select UMA program,

including:

. program needs (such as whether we have a sufficient number of Investment Products
available in an asset class),

. client demand and

. the Sub-Manager’s or Fund’s minimum account size.

We automatically terminate Investment Products in the Select UMA program if GG IAR downgrades
them to “Not Approved.” We may terminate Investment Products from the program for other reasons
(e.g., the Investment Product has a low level of assets under management in the program, the
Investment Product has limited capacity for further investment, or the Investment Product is not
complying with our policies and procedures).

Focus List. To be considered for the Focus List, Investment Products provide CG IAR with relevant
documentation on the strategy being evaluated, which may include sample portfolios, asset allocation
histonies, 1ts Form ADV (the form that investment managers use to register with the SEC), past
performance information and marketing literature. For verification purposes, as part of the review
process, CG IAR may compare the Sub-Manager’s/Fund’s reported performance with the performance
of a cross-section of actual accounts calculated by CG IAR. CG IAR personnel may also interview the
Sub-Manager or Fund and its key personnel, and examine its operations. Following this review process,
Investment Products are placed on the Focus List if they meet the required standards for Focus List
status.

Consulting Group
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CG IAR periodically reviews Investment Products on the Focus List. CG IAR considers a broad range
of factors (which may include investment performance, staffing, operational issues and financial
condition). Among other things, CG IAR personnel interview each Sub-Manager or Fund periodically to
discuss these marters. If OG IAR is familiar with a Sub-Manager or Fund following repeated reviews,
CG IAR is likely to focus on quantitative analysis and interviews and not require in-person meetings.

CG IAR may also review the collective performance of a composite of the Morgan Stanley accounts
managed by a Sub-Manager/Fund and compare this performance to overall performance data provided
by the Sub-Manager/Fund, and then investigate any material deviations.

Approved List. The process for considening Investment Products for the Approved List is less
comprehensive than for the Focus List, and evaluates various qualitative and quantitative factors. These
may include personnel depth, turnover and experience; investment process; business and organization
characteristics; and investment performance. CG IAR may use an algorithm - a rules-based scoring
mechanism - that reviews various qualitative and quantitative factors and ranks each Investment Product
in a third party database. (Not all Investment Products reviewed for the Approved List are subject to
this algorithm.) GG IAR analysts analyze the information contained in the algorithm to gauge the
completeness and consistency of the data which drive the rankings, and then send the Sub-Manager or
Fund additional information requests. CG IAR then determines whether the Investment Product meets
the standards for Approved List status. Furthermore, CG TAR may evaluate an Investment Product
under the evaluation process for the Focus List but then decide to instead put it on the Approved List.

CG IAR periodically evaluates Investment Products on the Approved List to determine whether they
continue to meet the Approved List standards.

Changes in Status from Focus List to Approved List. In light of the differing evaluation
methodology and standards for the Focus List and Approved List, CG IAR may determine that an
Investment Product no longer meets the criteria for the Focus List or will no longer be reviewed under
the Focus List review process, but meets the criteria for the Approved List. If so, we generally notify
program clients regarding such status changes on a quarterly basis.

Changes in Status to Not Approved. CG IAR may determine that an Investment Product no longer
meets the criteria under either evaluation process and, therefore, the Investment Product will no longer
be recommended in our investment advisory programs. We notify affected clients of these downgrades.
You cannot retain a downgraded Sub-Manager or Fund in your Select UMA account and must select a
replacement from the Approved List or Focus List, that is available in the program, if you wish to retain
the program’s benefits in respect of the affected assets.

In some circumstances, you may be able to retain terminated Investment Products in another advisory
program or in-a brokerage account, subject to the regular terms and conditions applying to that program
or account. Ask your Financial Advisor about these options.

In the Select UMA program, we generally specify a replacement Investment Product for a terminated
Investment Product. In selecting the replacement Investment Product, CG IAR generally looks for an
Investment Product in the same asset class, and with similar attributes and holdings to the terminated
Investment Product. The replacement Investment Product will typically be on the Focus List.

Consulting Group
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Watch Policy. CG IAR has a “Watch” policy for Investment Products on the Focus List and Approved
List. Wartch status indicates that, in reviewing an Investment Product, CG TAR has identified specific
areas of the Sub-Manager’s or Fund’s business that (a) merit further evaluation by CG TAR and (b) may,
but are not certamn to, result in the Investment Product becoming “Not Approved.” Putting an
Investment Product on Watch does not signify an actual change in CG IAR opinion nor is 1t a guarantee
that CG [AR will downgrade the Investment Product. The duration of a Watch status depends on how
long CG IAR needs 10 evaluate the Investment Product and for the Investment Product to address any

areas of concern. For additional information, ask your Financial Advisor for a copy of OG IAR’s Watch
Policy.

Tactical Opportunities List. CG IAR also has a Tactical Opportunities List. This consists of certain
Investment Products on the Focus List or Approved List recommended {or investment at a given time
based in part on then-existing tactical opportunities in the marlet.
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$0 - $249,999 1.00000% Morgan Stanley Fee 1 0.8560%
$250,000-$499,999.© .~ 1.00000% . | | Sub-Manager Fee 0.0539%
$500,000 - $999,999 0.80000% Overlay Manager Fee’ 0.1200%

- $1,000,000-$1,999.999 . 0.90000%
$2,000,000 - $4,999,999 0.80000%
~Amount Over $5,000,000. 1 . 0.60000%

1 1f the Financial Advisor Discretion option is chosen, the Morgan Stanley Fee includes an additional charge for FA discretionary services of 25% of
Morgan Stanley’s basic advisory Fee.

2 The Estimated Total Client Fee Rate is based on the account asset value shown in the Investment Profile section above, and inchudes Morgan Stanley,
Sub-Manager and Overlay Manager fees, and the asset allocation percentages shown in the Portfolio Strategy Recommendiations section above. The actual
Tortal Client Fee Rate may vary, depending on the account asset value and asset allocation percentages. From time to time, certain additional fees and
charges may apply. For more details, see the Select UMA ADV brochure, available from your Financiat Advisor or at wwezmorganstanley.com/ ADV.

3 Fee compensates the Overlay Manager (which is part of Morgan Stanley) for portfolio rebalancing and other administrative functions.

Please note that performance illustrations used in this proposal do not include the impact of the fees set forth above or any applicable insurance or
annuity charges. These expenses will reduce the acrual performance of your account. Because the fees are deducted quarterly; the fees will have a
compounding effect on performance and can be material. For exarmple, for an account with an advisory fee of 2%, if the gross performance is 10%,
the compounding effect of the fees will result in a new annual compound rate of rewurn of approximately 7.81%. Afiera “hree- -year period with an
initial investment of $100,000, the total value of the client’s portfolio would be approximately $133,100 without the fee and $125,307 with the fee.

Financial Advisors receive as compensation a percentage of the total Morgan Stanley fee you pay. This percentage is the same whether you choose to invest
based on one proposal, a blend of several, or your own independent allocation approach, bur obviously the dollar amount received will vary based on the

effective rate and the amount you choose to allocate 1o 2 particular Investment Product. For more details, please refer to the discussion of fees in the Select
UMA ADV brochure and your Select UMA Agreement.

Managed Futures AQR Manage Futures Strat Fd F o o OO%
Hedged Multi-Strategy "~ Goldman Sachs Abs Return TrFd: MF GO 1.00%.
US Core Fixed Inc MetWest Total Rtn Bd Fd MF 23.00% ——J
Commiodities - Diversified - - Faton Vance Commodity Strat Fd MmF : S o 3.00%
Ultra Short Duration Fixed Inc PIMCO Short Term Bond Fd MFE 3.00%
% Emerging Markets Fiked Income ~Western Em Debt Port Fd LU MF S L 4.00%
’ Emerging Markets Equity Virtus Emerging Mkts Opps Fd MF 6.00%
High Yield Fixed Income Eaton Vance Inc.of Boston Fd. ME. ' 3.00%
International Equity Thornburg International Val Fd MF 6.00%
International Fixed Income PIMCO Frgn Bd USS Hedged Fd- 1iF 6.00% ]

* Manager/Fund Names that are followed by an “SMA” or “MF™ or “ETF” represent a separately managed account, a murual fund, and an exchange-
traded fund. respectively:

Consulting Grou
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US Large Growth Equity Winslow Large Cap Growth SMA 11.00% 0.28%

US Large Value Equity . NWQ Large Value: U USMA _ T ' : ‘7;00‘%, = 0.33%
US Mid Cap Growth Equity vy Mid Growth Fd MF 2.00%

US Mid Cap Value Equity -~~~ Mgrs AMG Systematic MV Fd - MF el TR 000%

REITs (Real Estate Inv. Trust) ING Global Real Estate Fd MF 2.00%

US Small Growth Equity P Morgan Dynamic Sm Growttr. = MF = P L 2.00%

US Small Value Equity Cambiar Small Value Fd MF 2.00%

Inflation Linked Securities -~ BlackRock Infl Protected BAFd' - MF o 000%

* Manager/ Fund Narnes that are followed by an “SMA” or “MF” or “ETF” represent a separately managed account, a mutual fund, and an exchange-
traded fund, respecuively.

Group
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o
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Mutual Fund & ETF Performance

The performance below shows the average annual total return of each mutual fund/ETF (“Fund”)
included mn the proposal for the periods shown below; as well as since the Fund's inception. To the
extent that any of these funds include a sales load, the effect of such a load s reflected in the
performance quotations. We are required to illustrate the maximum possible effect of the load by
applicable law; however, if you accept this proposal, the funds purchased for you through this program
will have such sales loads waived. However, your account wall be charged the Select UMA fee, so your
returns would differ from - and be lower than - those shown below:

The tmpact of Select UMA program fees can be material. These program fees are deducted quarterly
and have a compounding effect on performance. For example, on an account with a 1% annual fee, if
the gross annual performance is 6%, the compounding effect of the fees will result in a net performance
of approximately 4.94% after one year, 4.81% after three years and 4.66% after five years. See the Select
UMA ADV brochure for an explanation of the fees and charges that would apply if you invest in a
Fund through the Select UMA program.

As with any Fund investment, you should consider the investment objectives, risks, charges and
expenses of the Funds carefully before investing. Your Financial Advisor is available to discuss
these issues in detail with you. Additionally, the prospectus of each Fund contains this
information and other information about the Fund. Prospectuses and current performance data
are available on our website at www.morganstanley.com or through your Financial Advisor.

The performance data set forth below tepresents past performance. Past performance does not
guarantee future results. Investment returns and principal value of an investment will fluctuate
so that an investor’s shares may be worth more or less than their original cost upon redemption.
Current performance may be lower or higher than the performance data guoted. For Funds
with multiple share classes, the data may represent the actual petformance of the oldest share

class prior to the inception of newer share classes. This data is adjusted to reflect the expenses
of the newer share classes.

Performance data as of the most recent month-end may be obtained by contacting yout

Financial Advisor, calling the fund company at the toli-free number shown in this proposal, oz
through www.morganstanley.com.

Gross Expense Raulo reflects the annual percentage of a Fund’s assets paid out in expenses which
wclude any 12b-1, transfer agent and all other asset-based fees associated with a Fund’s daily operations
and distibution.

Net Expense Rato reflects actual expenses paid by a Fund as well as any fee waivers or expense
reimbursements, which may be voluntary or mandated by contract for a certain time period. Specific
details abour expense ratios are outlined in a Fund’s prospectus.

sase see the important performance disclosures located at the end of this Proposal Returns, other performance figures and any risk or other
statistics based on these performance figures do not reflect the pavment of any separate account managemenz fess.

Consulting Group
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Average Annual Total Returns as of September 2012

AQR Managed Futures T
Strat Fd AQMIX 2010/01 -3.29% NA NA 0.32% 1.40% 1.35% 866-290-2688
BlackRock Infl Protected - : . : : e - . il : T
Bd Fd < BPRIX 2004/06 .. 8.77% -8.06%. .0 NA 7.00%" 0.61% 0.46% 800-441-7762
Cambiar Small Value Fd

CAMSX  2004/08  29.06% 4.78% NA 9.53% 1.45% 1.32% 866-777-8227
Eaton Vance Inc of Boston. /5 siii et e L = L e e St
Fdn : G EIBIXG 0 1972/067 0 S 1848% L 778 %: F 10013% e 9.08% 0. 77% 0.77% ,v8010-262->1122
Eaton Vance Commodity
Strat Fd EICSX 2010/04 5.79% NA NA 3.73% 1.27% 1.25% 800-262-1122
GoldmanSachsAbs RN O RS C R S N T N e o o : e Ay o
Return Tr Fd Si s JGURTX T 2008/057 0 4.68% . s TNA PNAL s B % 1.21% = 1.18% 1 800-621-2550
Virtus Emerging Mkts
Opps Fd HIEMX 1997/10  21.78% 3.87%  18.06% 8.65% 1.42% 1.42% 800-243-1574

ING Global Real Estate Fd : S ERERG SRELE e
Sorme L IGLIX - 2005/06  26.48% - -1.94%  1162% - 11.19% = 0.99% = 099% 800-992:0160

lvy Mid Growth Fd
IYMIX 2007/04  24.63%  579%  11.72% 5.67% 1.05%  1.05% B00-777-8472

JP Morgan Dynamic Sm =i e o . e e B g i
Graowth:fd i 'JDSCX . 1997/0}5 f‘:.':;‘3§‘97‘% G 0.75%; 8.76% _‘-'.7.73%> »_f,1.22°/_o : 31;10%‘ 200-480-4111

MetWest Total Rin Bd Fd
MWTIX 2000/03 11.01% 8.88% 8.33% 7.72% 0.41% 0.41% 800-241-4671

PIMCO.Frgn Bd US$ ' ; : - o
Hedged Fd _ PFBPX. - 1992/12 11.61% 8.50%  6.51% 7.81% 0.60% - 0.60% 888-877-4626

PIMCO Short Term Bond
Fd PTSPX 1987/10 3.21% 2.73% 2.96% 4.79% 0.56% 0.55% 883-877-4626

Western Em Debt Port Fd ) .
: SEMDX 1996/10 18.65% 9.70% 13.79% 11,62% 1.00% 0.95% B77-721-1926

Mgrs AMG Systematic M V
Fd SYIMX 20086/12 29.56% 1.63% NA 4.18% 0.89% 0.88% 800-548-4539

Thornburg International
Val Fd TGVIX 1998/05 14.48% -3.34% 10.85% 8.31% 0.68% 0.88% 800-847-0200

closures lo | at the end of thiz Proposal Returns, other performance fizures and anv risk or other

s do not reflect the pavment of Ay separate account management fees,
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The performance dara designated as “Proposal” below on this page and on each of the following pages of this
proposal is mtended to model what the return of a portfolio would have been had you been invested in the
mvestment products recommended in this proposal, in the percentages recommended, over the time periods shown.
These returns are hypothetical returns based on a simulated account (not an actual account). You would not
necessarily have obtaned these performance results if you had held this portfolio for the periods indicated. Actual
performance results of accounts vary due to factors such as timing of contributions and withdrawals, and
rebalancing schedules. Also, fees would apply to, and reduce the performance of, investment products included in
this hypothetical portfolio. The selection of investment products in this proposal reflects the benefit of
hindsight based on historical rates of return. This pefformance is presented for illustrative purposes only.

With respect to third-party separately managed accounts (“SMAs”), the performance information is based on other
accounts of the mvestment Sub-Manager that operated with substantially similar investment objectives and policies
during the time periods indicated. With respect to affiliated investment products, the performance information is
that of the affiliated investment product in a Consulting Group investment advisory program other than Select
UMA. The data designated as “Proposal Benchmark” is derived from the stated benchmark of each investrment
product included in the weightings set forth in our recommendation. As noted above, past performance does not
guarantee or predict future results.

It is important to note that the performance set forth below does not take into account the fees that would
be charged to the account. As illustrated in the Performance Disclosures at the end of this proposal, if an
account had been in existence for the time periods shown, its performance would be lower than that shown
by an amount that is directly proportionate to the fee charged. Please see the Fee Schedule for an
illustration of the impact of fees on account performance.

PERFORMANCE STATISTICS BEFORE FEES*

Annualized Returns

wZouwcC 4m=a

1TYR 3 YR 5 YR 7YR 10 YR

B PROPOSAL © PROPOSAL BENCHMARK

PROPOSAL 14.87% N/A N/A N/A N/A
PROPOSAL BENGHMARK 14.01% 8.10% 3.69% 5.78% 8.26%

* Please see the important performance disclosures Jocated at the end of this propesal Returns, other performance figures and any risk or other
statisties based on these performance figures do not reflect the pavment of any separate account management fees.

“* See discussion of “Upl,” “Downl,” “Up2" “Down2,” “Standard Deviation,” “Rick- Return Analviis” and “Proposal Benchmark” in the
Glossary of Terms and Disclosures at the end of this proposal.

o

Consulting Group
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Analysis of Up and Down Markets ¥

nWZIBCH4mM=I
[4)]
f

UP1 up2 DOWN2

PROPOSAL

14.87%
A0 T e

PROPOSAL
PROPOSAL BENCHMARK

e the lmportant performance disclosures located ar the end of this proposal. Retums, other perlommance fizures and any nsk o arher
statistics based on these performance figures do not reflect the payvment of any separate account management fees,

" *Down?,” “Standard Deviation,” “RiskReturn Anabeis” and “Proposal Benchmark” m the
this proposal.

o g e e e i RT
LONSUITING Wroup
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3-YEAR RISK/RETURN ANALYSIS BEFORE FERS #*

T
A
n 0,
n 20%
u
a
% 15%—] 16 9 12
! 7
z 5 10
e 21
d 23
10%— 19 24
2022
R
e 4 8
t 5o
u 15
’ 18 6
2 o 14
° | 1 3 I |
0% 5% 10% 15% 20% 25% 30%
Annualized Standard Deviation

# PROPOSAL N/A

¢ PROPOSAL BENCHMARK "+ . Tl “8.10%

3 90-DAY TREASURY BILLS 0.09%

A VB AGGBONDINDEX ol L e 619%

5 S&P 500 INDEX 13.21%

6 MSC|EAFE INDEX - NET OF DIVIDENDS = - V22%. L
b 7 Winslow Large Cap Growth 14.01% 21.37%

8 NWQlarge Value 7.08% .0 - 19.88%

9 vy Mid Growth Fd 14.56% 21.03%
| 10 Mgrs AMG Systematic M V Fd 12.89% 22.98%
| 11 JP Morgan Dynamic Sm Growth Fd 14.94% 25.53%
| 12 Cambiar Small Value Fd 14.84% 25.98%

* Please see the important performance disclosures located at the end of this proposal. Returns, other performance figures and any risk or other
statistics based on these performance figures do not reflect the pavment of any separate account management fees.

 See discussion of “Upl,” "Downl,” “Up2," “Down2,” “Standard Deviation,” “Risk-Return Analysis” and *Proposal Benchmark” in the
eims and Disclosures at the end of this proposal,

Consulting Group
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13 AQR Managed Futures Strat Fd N/A N/A
14 Goldman Sachs Abs Return Tr Fd , : 0.91% ' 5.56%
15 Thornburg International Val Fd 4.31% 19.30%
16 Virtus EmergingMkts Opps Fd . - : , v 14.83% v S 1615%
17 Eaton Vance Commodity Strat Fd N/A N/A
18 PIMCO Short TermBond Fd -~ .= e 90% o 126%
19 MetWest Total Rtn Bd Fd 10.09% 2.84%
20 BlackRock Infl Protected Bd Fd = cE XLy 8T St e 2:61%
21 Eaton Vance Inc of Boston Fd 12.20% 6.48%
22 PIMCO Frgn Bd US§ Hedged Fd. -+ - 0 0 0 892% .o o 356%
23 Western Em Debt Port Fd 11.15% 7.47%
24 NG Global Real Estate Fd -7 hn L 029% L 1807%

* Please see the imy

ortant performance disclosures located at the end of this proposal. Returns, other performance figures and any nsk or ather
stanistics based on these performance figures do not reflect the payment of any separate account management fees.

~~~~~~~~~~

** See discussion of “Upl,” “Downl,” “Upl,” “Down2.” “Standard Deviation,” “Risk-Revwn Analysis™ and “Proposal Benchmark™ in the
Glossary of Terms and Disclosures at the end of this proposal.

- R oy
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5-YEAR RISK/RETURN ANALYSIS BEFORE FEES #*

A
45y,
n
u
a
! 10%— 23
! 1822
z 20 21
e 4 9
d 5y 12
| - 4n
R 18 10
& 1 5 11
o o%-1z
u
r 8 24
n 15
> v | | | | s
0% 5% 10% 15% 20% 25% 30%
Annualized Standard Deviation

¥ PROPOSAL N/A N/A
¢ PROPOSALBENCHMARK = v 0% e A20%%
3 90-DAY TREASURY BILLS 0.50% 0.43%
4 [BAGGBONDINDEX T L L
5 S&P 500 INDEX 1.05% 21.89%
6 MSCIEAFE INDEX: NET OF DIVIDENDS - -5.24% ©26.12%
7 Winslow Large Cap Growth 4.09% 23.82%
8 NWQ Large Value” -2.07% 23.51%
9 vy Mid Growth Fd 5.7%% 24.83%

F'IO Mgrs AMG Systematic M V Fd o 163% 24.96%

| 11 JP Morgan Dynamic Sm Growth Fd 0.76% 27.68%

E 12 CambiarSmall Value Fd 4.79% 28.75% |

* Please see the imporiant performance disclosures located at the end of this proposal Retwns, other performance figures and anv risk or other
staristics based on these performance figures do not reflect the pavment of any separate account managemenn fees.

#* See discussion of “Upl," “Downl,” “Up2,” “Dewn2,” “Standard Deviation,” " Risk-Retwn Analysis” and “Proposal Benchmark” in the
Glossary of Terms and Disclosures at the end of this proposal.

e JPURNUR O SO -
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13 AQR Managed Futures Strat Fd N/A NIA
14 Goldman Sachs Abs Return Tr Fd : ‘ . N/A RPN _ N/A
15 Thornburg International Val Fd -3.34% 23.8%%
16 Virtus Emerging Mkis.Opps Fd . » i S e 398% : L L 24.62%
17 Eaton Vance Commodity Strat Fd N/A N/A
18 PIMCO Short Term Bond Fd» 5 - NN TR L 243%
19 MetWest Total Rtn Bd Fd 8.88% 4.65%
20 BlackRockiInfl Protected Bd Ed & vl & : GRS 59y
21 Eaton Vance Inc of Boston Fd 7.75% 17.85%
22 PIMCO FranBd US$ Hedged Fd 0 0 v o BB e i BB6%
23 Western Em Debt Port Fd ' 9.71% 13.96%
24 ING Global Real Estate 4~~~ o 4oa% . 2081%

ance disclosures Jocated at the end of this proposal. Returns, other performance figures and any risk or other

statistics based on these performance figures do not reflect the pavment of any separate account management fees.

“ See discussion of “Upl,” “Downl,” “Up2,” “Down?,” “Standad Deviation,” “Risk-Retwrn Analysis” and “Proposal Benchmark” in che
Glossarvof Term: and Disclosures ar the end of this proposal.

e ;1{_‘7!,1 (‘&Z""* T
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7-YEAR RISK/RETURN ANALYSIS BEFORE FEES **

A
n
n 20%
u
a
! 15%—
i
z
e
d 0%
23
R 19 i 9
e . 28 ,/ 7 12
t 5y 15 11 24
u 5
r 1
S 0%
i | l l |
0% 5% 10% 15% 20% 25% 30%
Annualized Standard Deviation

¥ PROPOSAL N/A N/A
4 PROPOSALBENCHMARK = o 20 L BTBY% e e A036%
3 90-DAY TREASURY BILLS 1.69% 1.03%
4 LBAGGBONDINDEX ~ < ' T Tagpy S B2TR
5 S&P 500 INDEX 4.48% 18.74%

6 MSCIEAFE INDEX = NET.OF DIVIDENDS : : 1.85% " . 22.78%

7 Winslow Large Cap Growth 7.31% 20.51%

8 NWOQ Large Value ' 2.30% 2018% |
8 vy Mid Growth Fd 7.86% 21.23%
10 Mgrs'/AMG Systematic M.V Fd , : N/A N/A
11 JP Morgan Dynamic Sm Growth Fd 5.25% 24.85%
12 Cambiar Smalil Vatue Fd 7.24% 25.28%

. . . - . .
¥ Please see the importamt performance disclosures Jocated at the end of this proposal. Renurns, other performance figures and anv rick or other
statistics based on these performance figures do not reflect the pavment of any separate account managemenn fees.

7 See diseussion of “Upl,” “Downl,” “Up2,” “Down" “Standard Deviation,” “Risl-Rewurn Analvsis” and “Proposal Benchmark™ in the
Glossary of Terms and Disclosures at the end of this proposal

Consulting Group
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13 AQR Managed Futures Strat Fd N/A N/A
14 Goldman Sachs Abs Return Tr Fd : . S ENYA e ’ N/A
15 Thorburg International Val Fd 5.21% 21.53%
16 Virtus Emerging Mkts Opps Fd e e Y% L 22.59%
17 Eaton Vance Commodity Strat Fd N/A N/A
18 PIMCO Short TermBond Fd -~ . CUEA%. s 209%
18 MetWest Total Rtn Bd Fd 8.03% 4.30%
20 BlackRock'Infl Protected Bd Fd . e e 6.89% L 452% |
21 Eaton Vance Inc of Boston Fd 7.77% 15.05%
22 PIMCO FrgnBd US$ Hedged Fd- - 0t 0 mygye BBy
23 Western Em Debt Port Fd 9.17% 12.01%
24 NG Global Real Estate Bd . v SO S R g0 0B B,
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STEP 4: Ongoing Review Process

After your investment products have been selecied, your Financial Advisor will periodically monitor your
account's performance. Consulting Group believes that an investment management program does not end with
the initial selection of a strategy: Periodic evaluation and monitonng of your account and your long-term
mvestment objectives help you to make penodic adjustments.

Morgan gLanley will prownide you with periodic reports showng your account performance. Many Financial
Advisors invite clients to review these reports with them either in one-on-one meetings or over the telephone.

Should your financial objectives change, please norify your Financial Advisor so they can reassess your overall
investment strategy and suggest appropriate adjustments.

The following services will be provided to you as part of the Select UMA program {ee.
Consulting Services

® Define investment objectives and risk tolerance levels

e¢ Develop customized asset allocation strategies

e Recommend approprate investment products

& Review performance against investment objectives

e Rebalance portfolios periodically (optional)

e Provide manager research reports and periodic economic commentary
Account Services

e Trade executions

e Custodyservices and safekeeping of secunties

e Automatic investment of cash balances

Communications (as required by client)

Comprehensive periodic reports summarizing performance and portfolio actvicy
Monthly account statements

Trade confirmation of every transaction (unless you request otherwise)

e 2 9 @

Penodic review of investment objecuves
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Watch Policy. CG IAR has a “Watch” policy for Investment Products on the Focus List and Approved
List. Watch status indicates that, in reviewing an Investment Product, CG IAR has identified specific
areas of the Sub-Manager’s or Fund’s business that (a) merit further evaluation by OG IAR and (b) may,
but are not certain to, result in the Investment Product becoming “Not Approved.” Putting an
Investment Product on Watch does not signify an actual change in CG IAR opinion nor is it 2 guarantee
that CG IAR will downgrade the Investment Product. The duration of a Watch status depends on how
long OG IAR needs to evaluate the Investment Product and for the Investment Product to address any
areas of concern. For additional information, ask your Financial Advisor for a copy of OG IAR’s Watch
Policy.

Tactical Opportunities List. CG IAR also has a Tactical Opportunities List. This consists of certain

Investment Products on the Focus List or Approved List recommended for investment at a given time
based in part on then-existing tactical opportunities in the market.

Consulting Group
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ITII. FEE SCHEDULE

ACAA

January 8, 2013

:‘ bMorbgaﬁ‘?StéﬁIgy Fee

‘Estimated Total Client Fee Rate *

$0 - $249,999 1.00000% Morgan Stanley Fee 1 0.8560%

5 1 Sub-Manager Fee 0.0539%

, 5¢ 5 \
$500,000 - $999,999 0.90000% 'Overlay Manager Fee’ 0.1200%

e

$2,000,000 - $4,999,999 0.80000%

e

Total Effé_:cti‘f Rate()  1.0300%

LIf the Financial Advisor Discretion option is chosen, the Morgan Stanley Fee includes an additional charge for FA discretionary services of 25% of
Morgan Stanley’s basic advisory Fee.

2 The Estimated Total Client Fee Rate is based on the account asset value shown in the Investment Profile section above, and includes Morgan Stanley,
Sub-Manager and Overlay Manager fees, and the asset allocation percentages shown in the Portfolio Strategy Recommendations section above. The actual
Total Client Fee Rate may vary, depending on the account asset value and asset allocation percentages. From time to time, certain additional fees and
charges may apply For more details, see the Select UMA ADV brochure, avatlable from your Financial Advisor or at wwwimorganstanley.com/ADV.

3 Fee compensates the Overlay Manager (which is part of Morgan Stanley) for portfolio rebalancing and other administrative functions.

Please note that performance llustrations used in this proposal do not include the impact of the fees set forth above or any applicable insurance or
annuity charges. These expenses will reduce the actual performance of your account. Because the fees are deducted quarterly; the fees will have a
compounding effect on performance and can be material. For example, for an account with an advisory fee of 2%, if the gross performance is 10%,
the compounding effect of the fees will result in a new annual compound rate of return of approximately 7.81%. After a three-year period with an
initial investment of $100,000, the total value of the client’s portfolio would be approximately $133,100 without the fee and $125,307 with the fee.

Financial Advisors receive as compensation a percentage of the total Morgan Stanley fee you pay: This percentage is the same whether you choose to invest
based on one proposal, a blend of several, or your own independent allocation approach, but obviously the dollar amount received will vary based on the
effective rate and the amount you choose to allocate to a particular Investment Product. For more details, please refer to the discussion of fees in the Select
UMA ADV brochure and your Select UMA Agreement.

» ‘In’s_rést:_memv - . . fn?éstméi:lt“ ’ Model _ ‘s;et Sub;l:\déﬁ;ger
Produer Type*  Allocation  Fee%

* Manager/Fund Names that are followed by an “SMA” or “MF” or “ETF” represent a separately managed account, a mutual fund, and an exchange-
traded fund, respectively.

Consulting Group
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Asset Class Investment ~  Investment Model Asset Sub-Manager
Product ; Product Type* Allocation Fee %
& % {(SMAOnly)

US Large Growth Equity Winslow Large Cap Growth SMA 11.00%

* Manager/Fund Names
traded fund, respectively:

i

that are followed by an “SMA” or “MF” or “ETF” represent a separately managed account, a mutual fund, and an exchange-

Consulting Group
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IV. PERFORMANCE REVIEW*

ACAA

Jannary 8, 2013

Mutual Fund & ETF Performance

The performance below shows the average annual total return of each murual fund/ETF (“Fund”)
included in the proposal for the periods shown below; as well as since the Fund's inception. To the
extent that any of these funds include a sales load, the effect of such a load is reflected in the
performance quotations. We are required to illustrate the maximum possible effect of the load by
applicable law; however, if you accept this proposal, the funds purchased for you through this program
will have such sales loads waived. However, your account will be charged the Select UMA fee, so your
returns would differ from - and be lower than - those shown below:

The impact of Select UMA program fees can be material. These program fees are deducted quarterly
and have a compounding effect on performance. For example, on an account with a 1% annual fee, if
the gross annual performance is 6%, the compounding effect of the fees will result in a net performance
of approximately 4.94% after one year, 4.81% after three years and 4.66% after five years. See the Select
UMA ADV brochure for an explanation of the fees and charges that would apply if you invest in a
Fund through the Select UMA program.

As with any Fund investment, you should consider the investment objectives, risks, charges and
expenses of the Funds carefully before investing. Your Financial Advisor is available to discuss
these issues in detail with you. Additionally, the prospectus of each Fund contains this
information and othet information about the Fund. Prospectuses and curtent performance data
are available on out website at www.morganstanley.com or through your Financial Advisor.

The performance data set forth below represents past performance. Past performance does not
guarantee future results. Investment returns and principal value of an investment will fluctuate
so that an investor’s shares may be worth more or less than their original cost upon redemption.
Current performance may be lower or higher than the performance data quoted. For Funds
with multiple share classes, the data may represent the actual performance of the oldest share
class priot to the inception of newer share classes. This data is adjusted to reflect the expenses
of the newer share classes.

Performance data as of the most recent month-end may be obtained by contacting your
Financial Advisor, calling the fund company at the toll-free number shown in this proposal, or
through www.motganstanley.com.

Gross Expense Ratio reflects the annual percentage of a Fund’s assets paid out in expenses which
include any 12b-1, transfer agent and all other asset-based fees associated with a Fund’s daily operations
and distribution.

Net Expense Ratio reflects actual expenses paid by a Fund as well as any fee waivers or expense
reimbursements, which may be voluntary or mandated by contract for a certain time period. Specific
details about expense ratios are outlined in a Fund’s prospectus.

* Please see the important performance disclosures located at the end of this Proposal. Returns, other performance figures and any risk or other
statistics based on these performance figures do not reflect the payment of any separate account management fees.

Consulting Group
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IV. PERFORMANCE REVIEW*

ACAA

January 8, 2013

Average Annual Total Returns as of September 2012

Symbol Inception l-Year 5VYear 10-Year Since Gross Net  Phone
Fund Name : Date’  Return Return  Return Inception Expense Expense Number

Ratio Ratio

AQR Managed Futures
Strat Fd AQMIX 2010/01 -3.29% NA NA 0.32% 1.40% 1.35% 866-290-2688

CAMSX 2004/08

7 A i & RN
Eaton Vance Commodit
Strat Fd EICSX 2010/04 5.79% NA NA 3.73% 1.27% 1.25% 800-262-1122

Opps Fd HIEMX 1997/10  21.78% 3.97% 18.06% 8.65% 1.42% 1.42% 800-243-1574

IYMIX 2007/04  24.63% 5.79% 11.72% 5.67% 1.05% 1.05% 800-777-6472

MWTIX 2000/03 11.01% 8.88% 8.33% 7.72% 0.41% 0.41% 800-241-4671

Fd PTSPX 1987/10 3.21% 2.73% 2.96% 4.79% 0.56% 0.55% 888-877-4626

2006/12 29.56% . 4.19% 0.88% 800-548-4539

* Please see the importamt performance disclosures located at the end of this Proposal. Returns, other performance figures and any risk or other
statistics based on these performance figures do not reflect the payment of any separate account managemenn fees.

Consulting Group

Prepared by Marting Collins Group of Morgan Stanley Page 17 of 32




IV. PERFORMANCE REVIEW#*

ACAA

January 8, 2013

The performance data designated as “Proposal” below on this page and on each of the following pages of this
proposal is intended to model what the return of a portfolio would have been had you been invested in the
mnvestment products recommended in this proposal, in the percentages recommended, over the time periods showm.
These returns are hypothetical returns based on a simulated account (not an actual account). You would not
necessarily have obtained these performance results if you had held this portfolio for the periods indicated. Actual
performance results of accounts vary due to factors such as timing of contributions and withdrawals, and
rebalancing schedules. Also, fees would apply to, and reduce the performance of, investment products included in
this hypothetical portfolio. The selection of investment products in this proposal reflects the benefit of
hindsight based on historical rates of return. This performance is presented for illustrative purposes only.

With respect to third-party separately managed accounts (“SMAs”), the performance information is based on other
accounts of the investment Sub-Manager that operated with substantially similar investment objectives and policies
during the time periods indicated. With respect to affiliated investment products, the performance information is
that of the affiliated investment product in a Consulting Group investment advisory program other than Select
UMA. The data designated as “Proposal Benchmark” is derived from the stated benchmark of each investment
product included in the weightings set forth in our recommendation. As noted above, past performance does not
guarantee or predict future results.

It is important to note that the performance set forth below does not take into account the fees that would
be charged to the account. As illustrated in the Performance Disclosures at the end of this proposal, if an
account had been in existence for the time periods shown, its performance would be lower than that shown
by an amount that is ditrectly proportionate to the fee charged. Please see the Fee Schedule for an
illustration of the impact of fees on account performance.

PERFORMANCE STATISTICS BEFORE FEES*
Annualized Returns

nwZxCA4ma

1YR 3 YR 5YR 7YR 10YR

B PROPOSAL # PROPOSAL BENCHMARK

AS OF 09/30/12

PROPOSAL ’ ' 14.87% NA NA  NA N/A

* Please see the important performance disclosures located at the end of this proposal. Returns, other performance figures and any risk or other
statistics based on these performance figures do not reflect the payment of any separate account management fees.

*# See discussion of “Upl,” “Downl,” “Up2,” “Down2,” “Standard Deviation,” “Risk-Return Analysis” and “Proposal Benchmark” in the
Glossary of Terms and Disclosures at the end of this proposal.

Consulting Group
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IV. PERFORMANCE REVIEW*

ACAA

January 8, 2013

Analysis of Up and Down Markets **

NZVC 4 m>D

UP1 DOWWN1 ur2 DOWNZ

HPROPOSAL 4 PROPQOSAL BENCHMARK

ShETEgPE T UBOWNL T 0 o e U DOWNZ
o 09/109/12  06/1109/11 . 06/10-06/11 . 03/10-06/10

14.87%

* Please see the important performance disclosures located at the end of this proposal. Returns, other performance figures and any risk or other
statistics based on these performance figures do not reflect the payment of any separate account management fees.

** See discussion of “Upl,” “Downl,” “Up2,” “Down2,” “Standard Deviation,” “Risk-Return Analysis” and “Proposal Benchmark” in the
Glossary of Terms and Disclosures at the end of this proposal.

Consulting Group
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IV. PERFORMANCE REVIEW*
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January 8, 2013

3-YEAR RISK/RETURN ANALYSIS BEFORE FEES **

A
N 20%
n
u
a
: 15%— 12
z
e
d  109%—
R
e
t 5%, —]
u
r
18 6
n
14
> 0% | | 1 ! |
0% 5% 10% 15% 20% 25% 30%
Annualized Standard Deviation

13.21%

14.01%

* Please see the important performance disclosures located at the end of this proposal Returns, other performance figures and any risk or other
statistics based on these performance figures do not reflect the payment of any separate account management fees.

** See discussion of “Upl,” “Downl,” “Up2,” “Down2,” “Standard Deviation,” “Risk-Return Analysis” and “Proposal Benchmark” in the
Glossary of Terms and Disclosures at the end of this proposal.
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IV. PERFORMANCE REVIEW*

ACAA

January 8, 2013

AS OF 09/30/12 ~ RATEOFRETURN STANDARD DEVIATION

13 AQR Managed Futures Strat Fd

* Please see the important performance disclosures located at the end of this proposal. Returns, other performance figures and any risk or other
statistics based on these performance figures do not reflect the payment of any separate account management fees.

** See discussion of “Upl,” “Downl,” “Up2,” “Down2,” “Standard Deviation,” “Risk-Return Analysis” and “Proposal Benchmark” in the
Glossary of Terms and Disclosures at the end of this proposal.
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IV. PERFORMANCE REVIEW*
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5-YEAR RISK/RETURN ANALYSIS BEFORE FEES **

A
n 0,
n 15%
u
a
! 10%—
i
z
e
d 5oy
R
e
t  o%—m
u
r 8 24
n 15
> S | | | | %
0% 5% 10% 15% 20% 25% 30%
Annualized Standard Deviation

3 90 DAY TREASURY BILLS
5 S&P 500 INDEX

7 Winslow Large Cap Growth 23. 82%

9 Ivy Mid Growth Fd . 24.83%

27.68%

* Please see the important performance disclosures located at the end of this proposal. Returns, other performance figures and any risk or other
statistics based on these performance figures do not reflect the payment of any separate account management fees.

*#* See discussion of “Upl,” “Downl,” “Up2,” “Down2,” “Standard Deviation,” “Risk-Return Analysis” and “Proposal Benchmark” in the
Glossary of Terms and Disclosures at the end of this proposal.
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IV. PERFORMANCE REVIEW*

ACAA

Jannary 8, 2013

AS OF 09/30/12 e RATE OF RETURN  STANDARD DEVIATION

13 AQR Managed Futures Strat Fd

'1396%”

* Please see the important performance disclosures located at the end of this proposal. Returns, other performance figures and any risk or other
statistics based on these performance figures do not reflect the paymernt of any separate account management fees.

** See discussion of “Upl,” “Downl,” “Up2,” “Down2,” “Standard Deviation,” “Risk-Return Analysis” and “Proposal Benchmark” in the
Glossary of Terms and Disclosures at the end of this proposal.

Consulting Group

P52/t S5

Prepared by Marting Collins Group of Morgan Stanley Page 23 of 32




IV. PERFORMANCE REVIEW*
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7-YEAR RISK/RETURN ANALYSIS BEFORE FEES **

A
n
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i 15%—
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e
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e
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u
r
n
S 0%
o ‘ ! | !

0% 5% 10% 15% 20% 25% 30%

Annualized Standard Deviation

4.48%
5 e

21.23%

1 JP Morgan Dyn 24.85%

* Please see the important performance disclosures located at the end of this proposal Returns, other performance figures and any risk or other
statistics based on these performance figures do not reflect the payment of any separate account management fees.

** See discussion of “Upl,” “Downl,” “Up2,” “Down2,” “Standard Deviation,” “Risk-Return Analysis” and “Proposal Benchmark” in the
Glossary of Terms and Disclosures at the end of this proposal.
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IV. PERFORMANCE REVIEW*

ACAA

Jannary 8, 2013

AS OF 09/30/12 - -  RATEOFRETURN STANDARD DEVIATION

17 Eaton Vance Comodity Strat Fd N/A N/A

E0
G L 2 L :

19 MetWest Total Rtn Bd Fd ‘ 8.0 4.30%

21 Eaton Vance Inc ofBoston Fd - v . 7.7 15.05%
23 Western Em Debt Port Fd 12.01%

5

* Please see the importam performance disclosures located at the end of this proposal. Returns, other performance figures and any risk or other
statistics based on these performance figures do not reflect the payment of any separate account management fees.

** See discussion of “Upl,” “Downl,” “Up2,” “Down2,” “Standard Deviation,” “Risk-Return Analysis” and “Proposal Benchmark” in the
Glossary of Terms and Disclosures at the end of this proposal.
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V. SUMMARY OF SERVICES
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STEP 4: Ongoing Review Process

After your investment products have been selected, your Financial Advisor will periodically monitor your
account's performance. Consulting Group believes that an investment management program does not end with
the initial selection of a strategy: Periodic evaluation and monitoring of your account and your long-term
investment objectives help you to make periodic adjustments.

Morgan Stanley will provide you with periodic reports showing your account performance. Many Financial
Advisors invite clients to review these reports with them either in one-on-one meetings or over the telephone.

Should your financial objectives change, please notify your Financial Advisor so they can reassess your overall
investment strategy and suggest appropriate adjustments.

The following services will be provided to you as part of the Select UMA program fee.

Consulting Services

Define investment objectives and nisk tolerance levels
Develop customized asset allocation strategies
Recommend appropriate investment products
Review performance against investment objectives
Rebalance portfolios periodically (optional)

Provide manager research reports and periodic economic commentary

Account Services

Trade executions
Custody services and safekeeping of securities

Automatic mnvestment of cash balances

Communications (as required by client)

Comprehensive periodic reports summarizing performance and portfolio activity
Monthly account statements
Trade confirmation of every transaction (unless you request otherwise)

Periodic review of investment objectives

Consulting Group
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90-day Treasury Bill Index: An unweighted average of weekly auction offering rates of 90-day
Treasury bills. Treasury bills are backed by the full faith and credit of the US. government.

Barclays Capital Aggregate Index: The US. Aggregate Index covers the dollar-denominated
investment-grade fixed-rate taxable bond market, including Treasuries, government-related and
corporate securities, MBS pass-through securities, asset-backed securities, and commercial mortgage-
based securities. These major sectors are subdivided into more specific subindices that are calculated and
published on an ongoing basis. Total return comprises price appreciatiorn/ depreciation and income as a
percentage of the original investment. This index is rebalanced monthly by market capitalization.

Custom Allocation: Indicates that you have selected the “custom” version of the asset allocation
model and have created a customized asset allocation instead of utilizing 2 model pre-defined by us.

Downt: A portfolio’s performance during the most recent “down” cycle in a market. The most recent
“down” cycle consists of the most recent quarter in which market performance (as measured by the
benchmark) was less than zero. However, if the most recent such quarter was the last in a series of
successive quarters in which market performance was less than zero, the most recent “down” cycle
consists of that series of successive quarters. (For example, if the last “down” quarter was the fifth
successive “down” quarter, then the most recent “down” cycle is the period consisting of those five
successive quarters.) The length of the Downl period may be different from that of the Up1, Up2 and
Down2 periods.

Down2: A portfolio’s performance during the second most recent “down” cycle in a market. See the
definition of “Downl1” for how we determine “down” cycles.

FA Discretionary Program: The client has elected to give discretion of the Select UMA account to the
Financial Advisor. The FA has ability to select the investment products within the account without the
consent of the client. Clients receive a playback of any changes to their account.

Firm Discretionary Program: The client has elected to give discretion of the Select UMA account to
Consulting Group. Consulting Group will make the asset allocation and investment product decisions
on behalf of the clent.

MSCI EAFE Index(Net): The MSCI EAFE Index (Europe, Australasia, Far East) (net) is a free float-
adjusted market capitalization index that is designed to measure equity performance of developed
markets, excluding the US. & Canada. The MSCI EAFE Index consists of the following 22 developed
market country indices: Australia, Austria, Belgium, Denmark, Finland, France, Germany, Greece, Hong
Kong, Ireland, Israel, Italy, Japan, the Netherlands, New Zealand, Norway, Portugal, Singapore, Spain,
Sweden, Switzerland and the United Kingdom (as of May 2011). Net total return indices reinvest
dividends after the deduction of withholding taxes, using(for international indices) a tax rate applicable
to non-resident institutional investors who do not benefit from double taxation treaties.

Non-Discretionary Program: The client requires the FA to consult with them before implementing
any changes to their account.

Proposal Benchmark: This is a blend of the individual investment products' benchmarks n an
allocation equal to the proposal. For example, if the proposal has a 50% US Large Cap Core Equity and
a 50% US Core Fixed Income allocation, the Proposal Benchmark would be 50% S&P 500 Index +
50% BC Aggregate Bond Index. The calculation of this blend assumes monthly rebalancing of the
weighting of individual product benchmarks back to the target allocation and is likely to differ from
actual practice in client accounts. For additional information regarding your Proposal Benchmark, please
contact your Morgan Stanley Financial Advisor.

Consulting Group
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Risk-Return Analysis: On the nisk-return graphs, also known as scattergrams or scatterplots, each
point on the analysis represents both the return and risk of the proposal and benchmarks. Risk, defined
as standard deviation, is measured along the x-axis, while return is measured along the y-axis. The
vertical and honzontal lines drawn through the proposal or benchmark divide the graph into four
quadrants. The northwest quadrant is sometimes regarded as the most desirable quadrant since any
point falling there has both return exceeding the benchmark and less risk than the benchmark. In
general, anything plotted to the northwest of another point on the graph is considered to have
outperformed the other on a risk-adjusted basis. Historical risk-adjusted performance is not a predictor
of future nsk-adjusted performance.

S&P 500 Index: Widely regarded as the best single gauge of the US. equities market, this world-
renowned index includes a representative sample of 500 leading companies in leading industries of the
US. economy. Although the S&P 500 focuses on the large-cap segment of the market, with over 80%
coverage of US. equities, it 1s also an ideal proxy for the total market.

Standard Deviation: The statistical measure of the degree to which an individual value in a probability
distribution tends to vary from the mean of the distribution. The standard deviation of performance
can be calculated for each security and for the portfolio as a whole. The greater the degree of
dispersion, the greater the nisk.

Strategic Asset Allocation: A blend of asset classes that we recommend in the Select UMA program
to seek to maximize returns in the long run for a given risk tolerance level.

Tactical Asset Allocation: A blend of asset classes that we recommend in the Select UMA program to
seek to maximize returns over a shorter period (generally 12 months or so) for a given risk tolerance.

Up!: A portfolio’s performance during the most recent “up” cycle in a market. The most recent “up”
cycle consists of the most recent quarter in which market performance (as measured by the benchmark)
was greater than zero. However, if the most recent such quarter was the last in a sertes of successive
quarters in which market performance was greater than zero, the most recent “up” cycle consists of that
series of successive quarters. (For example, if the last “up” quarter was the fifth successive “up” quarter,
then the most recent “up” cycle is the period consisting of those five successive quarters.) The length of
the Up1 period may be different from that of the Up 2, Down1 and Down2 periods.

Up2: A portfolio’s performance during the second most recent “up” cycle in a market. See the
definition of “Up1” for how we determine “up” cycles.

Consulting Group
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IMPORTANT DISCLOSURES

Although the statements of fact and data in this proposal have been obtained from, and are based
upon, sources that we believe to be reliable, we do not guarantee their accuracy; and any such
information may be incomplete or condensed. All opinions included in this material constitute our
judgment as of the date of this material and are subject to change without notice. This material is
provided for informational purposes only and is not intended as an offer or solicitation with respect
to the purchase or sale of any security. The information shown is provided by the Consulting Group
and Sub-Managers and, where provided by Sub-Managers, is not independently verified by us.

Performance. For those Select UMA Sub-Managers that participate in the Morgan Stanley Fiduciary
Services program, and beginning with the first full quarter after the acceptance by the Sub-Manager of
the first Fiduciary Services client in this style, the composite performance figures represent the Sub-
Manager’s actual Morgan Stanley Fiduciary Services performance in this style (for all fee paying
accounts with no investment restrictions), and are calculated by Morgan Stanley: Performance figures
for Sub-Managers that do not participate in the Fiduciary Services program (and for Sub- -Managers
that do participate in the Fiduciary Services program, performance figures for periods prior to the
Sub-Managers participation) are for a composite compiled by the Sub-Manager, and are calculated by
the Sub—Manager. Please note that some of the performance information for the Sub-Manager
depicts the performance of accounts employing similar, but not the actual, investment strategies that
will be used for Select UMA clients. Because the accounts contained in the Sub-Manager’s composite
were not managed contemporaneously with the Select UMA accounts, may be different in size than a
typical Select UMA account or may have been managed with a view toward different client needs and
considerations, the specific securities held and rates of return achieved for Select UMA accounts may
differ from those of the Sub-Manager’s composite. Also, the Sub-Manager’s composite may have
included IPO mvestments, while Select UMA accounts do not invest in IPOs. Actual results may vary.

Since Sub-Managers may use different methods of selecting accounts to be included in their
performance composites and for calculating performance, returns of different Sub-Managers may not
be comparable.

Each Sub-Manager, as investment adviser to the client, will exercise discretion to select securities for
the client’s account by (1) delivering a model portfolio to the Overlay Manager{which is part of
Morgan Stanley), which the Overlay Manager will implement (subject to any client instructions
accepted by the Overlay Manager); or (i1) (m the case of an executing Sub-Manager) implementing its
investment decisions directly.

The investment results depicted herein represent historical gross performance with no deduction for
investment management fees or any applicable insurance or annuity charges. Actual returns will be
reduced by expenses, including management fees. Please see the Select UMA ADV brochure for a full
disclosure of the fee schedule. Because the fees are deducted quarterly; the fees will have a
compounding effect on performance and can be matenal. For example, on an account with an initial
value of $100,000 and a 2% annual fee, if the gross performance is 10% per year over a three-year
period, the compounding effect of the fees will result in a net compound rate of return of
approximately 7.81% per year over a three-year period, and the total value of the client’s portfolio at
the end of the three-year period would be approximately $133,100 without the fee and $125,307 with
the fee.
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Performance results include all cash and cash equivalents, are time weighted, annualized for time
periods greater than one year and include realized and unrealized capital gains and losses and
remvestment of dividends, interest and income.

As aresult of recent market activity; current performance may vary from the figures shown. Please
contact your Financial Advisor for up-to-date performance information. Past performance is not a
guarantee of future results. Diversification does not ensure a profit or protect against loss.

General Information. All Funds are sold by prospectus, which contains more complete
information about the fund. Please contact your Financial Advisor for copies. Please read the
prospectus and consider the fund’s objectives, risks, charges and expenses catefully before
investing. The prospectus contains this and other information about the fund.

Return and principal value of investments will fluctuate and, when redeemed, may be worth more or
less than their original cost. Investments are not FDIC insured or bank guaranteed, and investors may
lose money. There is no guarantee that past performance or information relating to return, volatility;
style reliability and other attributes will be predictive of future results. The value of an investor's
shares of any fund will fluctuate and, when redeemed, may be worth more or less than the investor’s
cost.

If the client selects a “custom” version of the model for the client’s unified managed account, unless
the client has elected Financial Advisor Discretion, the client (not Morgan Stanley) will determine the
initial asset allocation for the model and will be responsible thereafter for any adjustments to the asset
allocation of the model. The client’s Financial Advisor may utilize recommendations of the our
Global Investment Committee (“GIC”) as a resource in assisting the client in defining a custom
model. If the Financial Advisor does utilize GIC recommendations in connection with defining a
custom model, there is no guarantee that any model defined will in fact mirror or track GIC
recommendations.

Individual retirement accounts and other retirement plan clients that participate in Morgan Stanley
advisory programs may be prohibited from purchasing investment products managed by affiliates of
Morgan Stanley:

Morgan Stanley Smith Barney LLC, its affiliates, and its employees are not in the business of
providing tax or legal advice. These matenals and any tax-related statements are not intended or
written to be used, and cannot be used or relied upon, by any taxpayer for the purpose of aV01dmg tax
penalties. Tax-related statements, if any, may have been written in connection with the "promotion or
marketing" of the transaction(s) or matters(s) addressed by these matertals, to the extent allowed by
applicable law: Any taxpayer should seek advice based on the taxpayer's particular circumstances from
an independent tax advisor. The performance of tax-managed accounts is likely to vary from that of
non-tax managed accounts.

To obtain Tax Management Services, a client must complete the Tax Management Form, and deliver
the signed form to us. For more information on Tax Management Services, including its features and
limitations, please ask your Financial Advisor for the Tax Management Form. Review the form
carefully with your tax advisor. Tax Management Services (a) apply only to equity investments in
separate account sleeves of client accounts; (b) are not available for all accounts or clients; and (c)
may adversely impact account performance. Tax Management Services do not constitute tax advice or
a complete tax-sensitive investment management program. There is no guarantee that Tax
Management Services will produce the desired tax results.
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Investing in the market entails the risk of market volatility: The value of all types of securities,
including Funds, may increase or decrease over varying time periods.

To the extent the investments depicted herein represent international securities, you should be aware
that there may be additional risks associated with international investing, including foreign economic,
political, monetary and/ or legal factors, changing currency exchange rates, foreign taxes, and
differences in financial and accounting standards. These risks may be magnified in emerging markets.
International investing may not be for everyone. Small and mid-capitalization companies may lack the
financial resources, product diversification and competitive strengths of larger companies. In addition,
the securities of small capitalization companies may not trade as readily as, and be subject to higher
volatility than, those of larger, more established companies.

Ultra-short bond funds are Funds that generally invest in fixed income securities with very short
maturities, typically less than one year. They are not money market funds. While money market funds
attempt to maintain a stable net asset value, an ultra-short bond fund’s net asset value will fluctuate,
which may result in the loss of the principal amount invested. They are therefore subject to the nsk
associated with debt securities such as credit and interest rate risk.

Bonds are subject to interest rate risk. When interest rates rise, bond prices fall; generally; the longer a
bond’s maturity; the more sensitive it is to this risk. Bonds may also be subject to call risk, which
allows the issuer to retain the right to redeem the debt, fully or partially; before the scheduled maturity
date. Proceeds from sales prior to maturity may be more or less than originally invested due to
changes in market conditions or changes in the credit quality of the issuer. High-yield bonds are
subject to additional risks such as increased risk of default and greater volatility because of the lower
credit quality of the issues.

In unified managed account programs at Morgan Stanley; alternative investments are limited to
primarily US.- reglstered open-end mutual funds and exchange-traded funds (ETFs) that seek to
pursue alternative investment strategies or returns. Mutual funds in this category may employ various
investment strategies and techniques for both hedging and more speculative purposes, such as short
selling, leverage, derivatives and options, which can increase volatility and the risk of investment loss.
Alternative investments are not suitable for all investors.

Investing in commodities entails significant risks. Commodity prices may be affected by a vaniety of
factors at any time, including, but not limited to, (i) changes in supply and demand relationships, (1)
governmental programs and policies, (iii) national and international political and economic events, war
and terrorist events, (iv) changes in interest and exchange rates, (v) trading activities in commodities
and related contracts, (vi) pestilence, technological change and weather, and (vii) the price volatlity of
a commodity. In addition, the commodities markets are subject to temporary distortions or other
disruptions due to various factors, including lack of liquidity; participation of speculators and
government intervention.

The risks of investing in REITs are similar to those associated with direct investments in real estate:
lack of liquidity; limited diversification, and sensitivity to economic factors such as interest rate
changes and market recessions.

Derivatives, in general, involve special risks and costs that may result in losses. The successful use of
derivatives requires sophisticated management in order to manage and analyze derivatives
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transactions. The prices of denvatives may move in unexpected ways, especially under abnormal
market conditions. In addition, correlation between the particular derivative and an asset or liability of
the investment portfolio may not be what the investment manager expected. Some derivatives are
"leveraged" and therefore may magnify or otherwise increase investment losses. Other risks include
the potential inability to terminate or sell derivative positions, as a result of counterparty failure to
settle or other reasons.

» «

In this proposal, “Morgan Stanley;” “we,” “us,” or “our” apply to Morgan Stanley Smith Barney LLC.

© 2012 Morgan Stanley Smith Barney LLC. Member SIPC. Consulting Group is a business of Morgan Stanley Smith Barney LLC.
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Please state your name and address.

My name is Malissa Buzan, and my address is 5515 S. Apache Avenue, Suite 200,
Globe, Arizona 85501.

Have you ever testified before the Arizona Corporation Commission?

I have not provided testimony in any cases before, but I have provided public
comment on several occasions.

By whom are you employed?

I am employed as the Acting Director of the Gila County Community Services
Department, and I serve as President of the Arizona Community Action
Association (ACAA).

In what capacity are you testifying today?

I am testifying as the President of Arizona Community Action Association
(ACAA).

What is the mission of Arizona Community Action Association? .

Our missions is advocating, educating and partnering to prevent and alleviate
poverty, and we administer a number of programs to help individuals and families
access the tools they need to become self-sufficient, including the Home Energy
Assistance Fund.

What is the Home Energy Assistance Fund?
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It is the first warm weather fuel fund which leverages various fund sources,
including utility funding, in order to assist families with the payment of their
utility bills and with weatherization. We work with community partners.
throughout the state, including faith based organizations, to provide bill assistance
and weatherization services. Actually, Mr. Jones provides a wonderful description
in his testimony.

Why are you testifying today?

As President of ACAA and as someone who works with low-income families
every day, I am testifying today in order to support Cynthia Zwick’s
recommendation that the $4.5 million LIFE fund be provided to ACAA for
investment and for ongoing and sustainable support for TEP’s low income
customers.

Why do you believe ACAA is an appropriate organization to manage these funds?
ACAA conceived of and created the Home Energy Assistance Fund in 2004 and
has been an affective trustee of the funds we have received, investing those funds,
growing our investment, and expanding our partner networks statewide in order to
effectively serve families in need of assistance.

Are you aware of what TEP is proposing to do with the LIFE fund in this case?

I am, and I support the alternative suggestion proposed by Ms. Zwick for a couple
of reasons. First, Ms. Zwick’s proposal will allow for the use of the $4.5 million
as it was originally intended to be used — helping vulnerable customers in the TEP

territory. Second, through ACAA’s investment and management of these funds,
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this program will sustain itself for years to come, provide more funding than
currently available through the fund, and continue to provide funding to those
customers who struggle. While it is my hope that someday fewer and fewer
customers will need any assistance, history indicates that due to a variety of
reasons, members of our community will continue to struggle periodically, and
there needs to be assistance so they may remain safe and healthy during those
difficult times.

Does ACAA have the capacity to manage these funds effectively?

We do. Our Board and staff work with Charles Collins of Smith Barney Morgan
Stanley on our investments, and have been able to not only sustain but grow the
funds for which we are currently responsible, allowing more families to be served.
Does this conclude your testimony?

Yes, it does, thank you.
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