SUMMARY OF RELEVANT FACTS
City of Ormond Beach Police Officers' Pension Plan
As of September 30, 2012

Distribution of Assets:

Other Important Facts:

Equity Total Portfolio $22,912,231
Large Cap Value $5,266,615 Total Gain or (Loss) - Gross $1,076,580
Large Cap Growth $5,158,037 Total Gain or (Loss) - Net $1,054,230
Small/Mid Cap Value $1,198,752 Total Fees ($22,350)
Small/Mid Cap Growth $1,212,892
International Value $1,079,597 HGK (Large Cap Value)

International Growth $1,116,297 Total Assets 100.00% $5,266,615

Total Equity $15,032,191 Equity 97.74% $5,147,542
Fixed Income $7,493,786 Cash 2.26% $119,073
Cash (R&D Account) $386,254 Fees (%$4,715)
Total Portfolio $22,912,231 Gain or (Loss) $337,648
Distribution by Percentages: Policy Current SAWGRASS/RENAISSANCE (Large Cap Growth)

Equity Total Assets 100.00% $2,631,269
Large Cap Value 22.5% 22.99% Equity 98.55% $2,593,143
Large Cap Growth 22.5% 22.51% Cash 1.45% $38,126
Small/Mid Cap Value 5.0% 5.23% Fees ($2,574)
Small/Mid Cap Growth 5.0% 5.29% Gain or (Loss) $128,896
International Value 5.0% 4.71%

International Growth 5.0% 4.87% POLEN (Large Cap Growth)

Total Equity 65.0% 65.61% Total Assets 100.00% $2,526,767
Fixed Income 35.0% 32.71% Equity 90.16% $2,278,085
Cash (R&D Account) 1.69% Cash 9.84% $248,683
Total 100.0% 100.00% Fees (%$2,626)

Gain or (Loss) $115,404

RECEIPTS & DISBURSEMENT GW CAPITAL (Small/Mid Cap Value)

Total Assets (Cash) $386,254 Total Assets 100.00% $1,198,752

Gain or (Loss) $5 Equity 96.94% $1,162,107

Cash 3.06% $36,646
Fees ($2,115)
Gain or (Loss) $72,947

GARCIA HAMILTON (Fixed Income) PERIMETER (Small/Mid  Cap Growth)

Total Assets 100.00% $7,493,786 Total Assets 100.00% $1,212,892
Fixed Income 99.71% $7,472,004 Equity 97.25% $1,179,491
Cash 0.29% $21,782 Cash 2.75% $33,401

Fees (%4,530) Fees (%$2,096)

Gain or (Loss) $250,121 Gain or (Loss) $81,496

DELAWARE (International Value)

Total Assets 100.00% $1,079,597
Equity 94.80% $1,023,419
Cash 5.20% $56,178

Fees ($1,933)

Gain or (Loss) $60,128

RENAISSANCE (International Growth)

Total Assets 100.00% $1,116,297
Equity 98.69% $1,101,680
Cash 1.31% $14,618

Fees ($1,761)

Gain or (Loss) $29,936

The prices, quotes, or statistics contained herein have been obtained from sources believed to be reliable, however, its accuracy cannot be guaranteed.

Past performance is not a guarantee of future results.



BREAKDOWN OF RETURNS

City of Ormond Beach Police Officers' Pension Plan

As of September 30, 2012

Actuarial Rate of Return = 7.50%

Since 4/30/2009
Sawgrass/Renaissance

Since 9/30/03
TOTAL RETURN

15.13 17.66

Russ 1000 Growth

15.53

4.62

NA

PSN Money Mgrs.

4.94

Combined Managers Policy Index Composite Index
Quarter 4.94 4.83 4.59 4.61
1 Year 20.93 20.40 19.34 19.46
3 Year 8.96 8.47 9.81 9.91
5 Year 2.46 2.01 2.76 3.69
Since 3/31/01 5.04 4.56 5.06 5.49
TOTAL RETURN
Dollar-Weighted Net Actuarial Rate CPI +4
Quarter 4.79 1.82 2.19
1 Year 20.55 7.50 5.76
3 Year 8.52 7.50 6.22
5 Year 1.80 7.50 6.07
Since 3/31/01 4.53 7.50 6.43

Your Returns Your Returns
(Gross-of-Fees) (Net-of-Fees) Russ 1000 Value PSN Money Mgrs. S&P 500
Quarter 6.85 6.75 6.49 5.83 6.35
1 Year 30.25 29.77 30.90 28.06 30.20
3 Year 9.92 9.51 11.83 12.49 13.20
5 Year N/A N/A (0.90) 1.14 1.05

18.28
S&P 500

Quarter 5.15 5.04 6.11 6.20 6.35
Since 4/30/2012 3.06 2.66 2.00 NA 2.42
Saw/Ren - 1 Year 32.27 31.44 29.19 27.44 30.20
Saw/Ren - 3 Year 11.55 10.87 14.73 12.96 13.20
Saw/Ren - 5 Year 0.43 (0.17) 3.24 2.23 1.05
Saw/Ren - Since 7/31/2007 1.49 0.91 4.28 NA 2.03
Polen Russ 1000 Growth PSN Money Mgrs. S&P 500
Quarter 4.67 6.11 6.20 6.35
Since 4/30/2012 2.00 NA 2.42
GW Capital Russ 2500 Value PSN Money Mgrs.
Quarter . . 5.85 5.49
1 Year 34.05 33.05 32.15 27.02
3 Year 16.09 15.22 13.05 12.78
Since 10/31/2008 13.98 NA
Perimeter Russ 2500 Growth PSN Money Mgrs.
Quarter 5.22 5.39
1 Year 30.68 29.74 29.52 26.94
3 Year 15.34 14.49 15.17 12.87
Since 4/30/2009 19.47 18.66 20.63 NA
EIEWEIC MSCI EAFE (Net) MSCI EAFE Val
Quarter 5.89 5.70 6.92 7.46
1 Year 9.73 8.91 13.76 12.59
3 Year 2.63 1.86 2.12 (0.11)
5 Year (3.62) (4.37) (5.24) (6.32)
Since 7/31/05 2.78 1.90
Renaissance MSCI AC Wd x US MSCI EAFE Grth
Quarter 7.40 6.38
1 Year 15.75 15.19 14.49 14.81
3 Year 4.62 3.99 3.17 4.33
Since 4/30/2009 12.07 12.20
FIXED INCOME
Garcia Hamilton BC Int. Govt/Credit BC Int. Aggregate 90-Day T-Bill
Quarter 1.40 1.36 0.02
1 Year 9.78 9.51 4.41 4.31 0.08
3 Year 6.91 6.65 5.18 5.34 0.09
5 Year 7.96 7.71 5.71 5.96 0.50

1.75

Policy Index = 30% Russell 1000 Value + 30% Russell 1000 Growth + 20% BC Aggregate + 20% BC Intermediate Gov't/Credit Bonds for periods prior to June 30, 2005;
27.5% Russell 1000 Value + 27.5% Russell 1000 Growth + 10% MSCI EAFE (Net) + 17.5% BC Aggregate + 17.5% BC Intermediate Gov't/Credit Bonds for
periods from June 30, 2005 to October 31, 2008; 25% Russell 1000 Value + 25% Russell 1000 Growth + 5% Russell 2500 Value + 10% MSCI EAFE (Net)

+ 17.5% BC Aggregate + 17.5 BC Intermediate Gov't/Credit Bonds for periods October 31, 2008 to April 30, 2009; & 22.5% Russell 1000 Value + 22.5%
Russell 1000 Growth + 5% Russell 2500 Value + 5% Russell 2500 Growth + 5% MSCI EAFE (Net) + 5% MSCI AC World ex US + 35% BC Intermediate
Gov't/Credit Bonds for periods since April 30, 2009



INVESTMENT POLICY CHECKLIST

Ormond Beach Police Officers' Pension Fund As of September 30, 2012

GUIDELINES In Compliance OBJECTIVES Met

Equity Portfolio Total Portfolio
Listed on recognized exchange Yes Exceed Target Index - Since 3/31/2001 No
Single issue not to exceed 7% at market value for Yes Exceed actuarial assumption (7.5%) - Since 3/31/2001 No
each equity separately managed portfolio
Each equity portfolio < 70% & > 60% of total fund at Yes HGK
market value Equities > Russell 1000 Value - Since 4/30/2009 No
No scrutinized companies (Sudan/Iran) held per Yes Rank in the Top 50% - Since 4/30/2009 No
Protecting Florida's Investments Act requirement
Sawgrass
Fixed Income Portfolio Equities > Russell 1000 Growth - Since 4/30/2012 Yes
U.S. Government / Agency or U.S. Corporations Yes Rank in the Top 50% - Since 4/30/2012 Yes
Corporate Bonds rated "A" or better Yes*
CMOs < 15% of fixed Income portfolio at market Yes Polen
Single corporate issuer not exceed 5% of bond portfolio Yes Equities > Russell 1000 Growth - Since 4/30/2012 No
Single corporate issuer not exceed 5% of total fund Yes Rank in the Top 50% - Since 4/30/2012 No
* There are asset-backed notes that were inherited from AllianceBernstein with ratings
below A which are still being worked out of the portfolio as good opportunities arise. A GW Cagital
couple of other notes contain split ratings. Equities > Russell 2500 Value - Since 10/31/2008 Yes
Rank in the Top 50% - Since 10/31/2008 Yes
Perimeter
Equities > Russell 2500 Growth - Since 4/30/2009 No
Rank in the Top 50% - Since 4/30/2009 No
Delaware
Equities > MSCI EAFE (Net) - Since 7/31/2005 Yes
Renaissance
Equities > MSCI AC World ex US - Since 4/30/2009 Yes

Garcia Hamilton & Associates
Bonds > BC Intermediate Gov't/Cergdit - Since 3/31/2001 Yes

The information contained herein has been compiled from sources believed to be reliable, however, the accuracy of completeness cannot bé guarante:
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THIRD QUARTER 2012

Introduction

e In the third quarter, equities and other risk assets surged on the back of central
bank easing around the world. The U.S. Federal Reserve, the European Central
Bank, the People’s Bank of China, the Bank of Japan (BOJ) and the Bank of
England all recently eased monetary conditions. This accommodative policy has
led investors to discount the ongoing European economic crisis, slowing in
China’s economy and the U.S. fiscal cliff.

e The Dow Jones Industrial Average rose 5.0% for the third quarter. The
NASDAQ Composite gained 6.2% for the quarter, while the S&P 500 grew 6.4%
in the same period.

e Nine out of the 10 sectors of the S&P 500 advanced in the third quarter. Energy
fared the best, with a 10.2% uptick. Telecommunications Services gained 8.1%
and Consumer Discretionary rose 7.5%. The laggards were Industrials, which
rose 3.6% and Utilities, which fell 0.5%.

e Fiscal concerns weighed on global growth expectations. Both Morgan Stanley
& Co. LLC and Citi economists have lowered global economic forecasts for 2012
to 3.1% and 2.9%, respectively, from 3.5% and 3.2%. The bulk of this growth is
coming from emerging markets. U.S. economic growth is expected by both firms
to be around 2.1% in 2012.

e The Dow Jones-UBS Commodity index has risen 5.6% since the start of 2012.
Investors bid up commodity prices in the third quarter in anticipation of a third
round of Quantitative Ease (QE3), which allows the U.S. Federal Reserve to
purchase billions in mortgage-backed securities in order to bring down long-term
interest rates. By quarter’s end, however, the Dow Jones-UBS Commodity index
fell slightly, due to the renewed recognition that the slowing global economy may
temper demand for oil and other industrial commodities.

e Mergers-and-acquisitions activity remained slow in the third quarter. Global
M&A volume for the quarter totaled $535.5 billion, down 10.5% from the year
prior. Deal activity has been depressed by global fiscal concerns
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The U.S. Economy

In its September 27 update, the Department of Commerce
estimated that Gross Domestic Product grew at an annual
rate of 1.3% in the second quarter of 2012, in comparison
to 2.0% in the first quarter of 2012. Both Morgan Stanley
& Co. LLC and Citi economists forecast that U.S. GDP
will grow about 2.1% in 2012.

- U.S. Real GDP in $US Bn
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Source: U.S. Dept. of Commerce, 27 September 2012

For the quarter, the seasonally adjusted unemployment
rate fell from 8.3% for July to 7.8% for September. Job
gains in the quarter took place in health care,
transportation and warehousing, and financial activities.
The unemployment rate (7.8%) and the number of
unemployed persons (12.1 million) decreased by 456,000
in September. The number of long-term unemployed (4.8
million) remained relatively unchanged in September.

- % Change in Productivity and Corporate Profits
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27 September 2012
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According to the most recent estimate from the
Commerce Department, corporate profits rose 1.1%
between the first quarter of 2012 and the second quarter
of 2012, and rose 6.7% between the second quarter of
2011 and the second quarter of 2012.

Inflation remained low in the U.S. According to the
Bureau of Labor Statistics, the seasonally adjusted
Consumer Price Index remained flat in July 2012 and
rose 0.6% in August 2012. Morgan Stanley & Co. LLC
economists expect a 2.2% inflation rate for 2012, while
Citi economists are forecasting a 1.9% rate for 2012.

The Census Bureau reported that privately owned
housing starts in August 2012 were at a seasonally
adjusted annual rate of 750,000—2.3% above the revised
July estimate and 29.1% above August 2011 housing
starts. The one-year rise in housing starts indicates that
the housing market may be in recovery mode.

The Census Bureau also reported that seasonally adjusted
retail and food services sales increased 0.9% between
July and August 2012, and increased 4.7% between
August 2011 and August 2012.

In September, the Institute for Supply Management’s
Purchasing Managers’ Index (PMI), a manufacturing-
sector index, was 51.5, up 1.9 from August, and up from
July’s 49.8. The latest PMI data indicates that the
manufacturing sector has returned to expansion following
three months of contraction. Overall, PMI has been above
42 for 40 consecutive months.

The ISM Nonmanufacturing Index (NMI) rose 1.1 points
to 53.7 between July and August of 2012, and rose 1.4 to
55.1 between August and September of 2012. The index
has now been above 50 for 33 consecutive months.

Generally speaking, a PMI or NMI over 50 indicates that
the sector is expanding and a PMI over 42 indicates that
the overall economy is expanding.
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U.S. Equity Markets

The Dow Jones Industrial Average rose 5.0% for the third
quarter. The NASDAQ Composite gained 6.2% for the
quarter, while the S&P 500 grew 6.4% in the same
period.

Nine out of the 10 sectors of the S&P 500 advanced in
the third quarter. Energy fared the best, with a 10.2%
uptick. Telecommunications Services gained 8.1% and
Consumer Discretionary rose 7.5%. The laggards were
Industrials, which rose 3.6% and Utilities, which

fell 0.5%.

- % Returns on Major U.S. Stock Market Indices
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Both value- and growth-style stocks rose during the third
quarter, with value stocks faring slightly better, especially
those of large-cap companies. Accordingly, the Russell
1000 Value index, a large-cap index, rose 6.5%, which
was the best quarterly showing of the Russell indexes.
The Russell 1000 index and the Russell 1000 Growth
index, both large-cap indexes, rose 6.3% and 6.1%,
respectively, for the quarter.

In midcaps, the Russell Midcap Value index rose 5.8%
for the quarter, while the Russell Midcap index rose
5.6%. The Russell Midcap Growth index rose 5.3% for
the quarter. In small caps, the Russell 2000 Value index
rose 5.7% for the quarter. The Russell 2000 index, a
small-cap index, rose 5.3% for the quarter. The small-cap
Russell 2000 Growth index rose 4.8%, but had the
weakest showing of the quarter compared to other
Russell indexes.

- 3Q12 % Returns on Global Stock Market Indices

Concerns about the global economy and the protracted
European sovereign debt crisis drove the CBOE
Volatility Index (VIX), the so-called “fear index,” to a
reading above 20 towards the end of July 2012. These
concerns have agitated equity investors on and off for
over a year. However, as central bank easing around the
world became policy in August and September, the VIX
declined. The VIX ended the third quarter at 15.7, which
is a distinct contrast from its August 8, 2011 high of 48.

Global Equity Markets

10
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musD mLocal

Source: MSCI Barra

In the third quarter, emerging markets (EM) and global
equities advanced. The MSCI EAFE index (a benchmark
for developed markets) gained 7.0% for U.S.-currency
investors and rose 4.7% for local-currency investors, as
the U.S. dollar depreciated in relation to the currencies of
many nations on the index. In contrast, in the second
quarter of 2012, the MSCI EAFE index fell 6.9% in U.S.
dollars and fell 5.1% in local currency.

For the third quarter, the MSCI Emerging Markets index
advanced 7.9% for U.S.-currency investors and rose 6.1%
for local-currency investors, as the U.S. dollar
depreciated in relation to many emerging-market
currencies. This contrasts with the previous quarter, when
the MSCI Emerging Markets index was down 8.8% for
U.S.-dollar based investors and fell 5.1% for local-
currency investors.

3/Third Quarter 2012
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The MSCI Europe index rose 8.8% for U.S.-currency
investors and 6.5% for local-currency investors during
the third quarter. In comparison, the MSCI Far East index
gained 1.5% for the quarter in terms of the dollar but fell
0.8% in terms of local currencies.

More-specific emerging-economy equity market indices
also grew in the third quarter. The MSCI BRIC (Brazil,
Russia, India and China) index rose 7.0% for the quarter
in U.S. dollars and 5.7% in local currencies. In
comparison, for the third quarter, the MSCI EM Asia
index advanced 8.9% in U.S.-dollar terms and 6.6% in
local terms.

The U.S. Bond Market

Accommodative central bank policy fueled a rally in
riskier parts of the bond market, including high yield debt
and corporate credit. Even the benchmark 10-year
Treasury benefited as yields fell (and prices rose) to
1.64%, which is near its all-time low.

The Barclays Capital U.S. Aggregate Bond index, a
general measure of the fixed-income market, rose 1.6%
for the third quarter. In contrast, the Barclays Capital
High Yield index, a measure of lower-rated corporate
bonds, rose 4.5% for the quarter.

Despite a renewed appetite for risk, investors remained
wary of mortgage-backed securities in the third quarter.
Consequently, the Barclays Capital Mortgage Backed
index rose just 1.1% for the quarter.

During the third quarter, investors looked past the
negative headlines about state and local government
finances, which proved to be a boon to the municipal-
bond market. As a result, the Barclays Capital Muni
index was up 2.3% for the third quarter, besting its 1.9%
rise in the second quarter.

- % Returns on Bond Markets Indices
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- U.S. Equity Market % Returns for the Period Ending 28 September 2012

Three Years Five Years Seven Years
Quarter 12 Months (annualized) (annualized) (annualized)

S&P 500 Index 30.2 13.2 1.1 4.5
Dow Jones Industrial Average 26.5 14.5 2.2 6.3 '
Russell 1000 Index 30.1 13.3 1.2 46
Russell 1000 Growth Index 292 14.7 3.2 58
Russell 1000 Value Index 30.9 11.8 (0.9) 3.3 -
Russell 3000 Index 30.2 13.3 1.3 46
Russell 3000 Growth Index 29.4 14.7 3.2 58
Russell 3000 Value Index 311 11.8 (0.7) 3.3 .
Russell Midcap Index 28.0 14.3 2.2 54 -
Russell Midcap Growth Index 53 26.7 14.7 25 57
RussellMideap Ve ndex 58 .......... 2o e e e

Past performance is not a guarantee of future results. Indices are not available for direct investment.
Source: MAX

- S&P 500 Sector % Returns for the Period Ending 28 September 2012

Quarter
Energy 10.2
Telecommunication Services 8.1
Information Technology 7.5
Consumer Discretionary 7.5
Financials 6.9
Health Care 6.2
Materials 5.1
Consumer Staples 3.8
Industrials 3.6
Utilities (0.5)

Past performance is not a guarantee of future results. Indices are not available for direct investment.
Source: MAX

5/Third Quarter 2012
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- Fixed Income % Returns for the Period Ending 28 September 2012

Three Years Five Years 10 Years
Quarter 12 Months (annualized) (annualized) (annualized)
U.S. Fixed Income
90-Day Treasury Bill 0.0 0.1 0.1 0.5 1.7 .
Barclays Capital Aggregate 1.6 52 6.2 6.5 5.3 .
Barclays Capital Credit 3.5 10.1 8.7 7.9 6.5 .
Barclays Capital Govt/Credit 1.7 5.7 6.5 6.6 54 .
Barclays Capital Government 0.6 3.0 5.2 6.0 4.7 .
Barclays Capital High Yield 4.5 19.4 12.9 9.3 11.0 .
Barclays Capital Intermediate Govt/Credit 1.4 4.4 5.2 5.7 4.8 .
Barclays Capital Long Govt/Credit 3.1 11.1 12,5 10.9 8.1 .
Barclays Capital Mortgage Backed 11 3.7 5.0 6.4 5.2 .
Barclays Capital Municipal 2.3 8.3 6.0 6.1 5.0 .
Global Fixed Income
Merrill Lynch Global High Yield (Hedged) 5.5 20.6 12.8 9.4 11.1
Barclays Global Treasury ex U.S. 4.0 3.9 4.5 6.6 7.3
Barclays Capital Majors ex U.S. 3.9 3.4 4.7 7.2 7.4

Past performance is not a guarantee of future results. Indices are not available for direct investment.
Source: MAX

- U.S. Treasury % Yields

September 2012 June 2012 March 2012 December 2011 September 2011
Three-Month Treasury Bills 0.1 0.09 0.08 0.01 0.01
Six-Month Treasury Bills . 0.14 0.15 0.14 0.05 0.04
One-Year Treasury Bills | 0.18 0.19 0.19 0.12 0.10
Two-Year Treasury Notes . 0.26 0.29 0.34 0.26 0.21
Three-Year Treasury Notes . 0.34 0.39 0.51 0.39 0.35
Five-Year Treasury Notes | 0.67 0.71 1.02 0.89 0.90
Seven-Year Treasury Notes . 1.12 1.08 1.56 1.43 1.42
Ten-Year Treasury Notes ' 1.72 1.62 2.17 1.98 1.98

Past performance is not a guarantee of future results.
Source: Federal Reserve, 15 October 2012

6/Third Quarter 2012
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- Developed Markets Equity % Returns for the Period Ending 28 September 2012

U.S. Dollar Local Currency
Quarter 12 Months Quarter 12 Months

Regional and Other Multi-Country Indices _ _

MSCI EAFE _ 7.0 14.3 47 14.1

MSCI Europe 8.8 18.1 6.5 19.0

MSCI Far East 15 32 (0.8) 35

MSCI Pacific ex. Japan 11.0 247 95 18.1

MSCI The World | 6.8 223 57 21.9

MSCI World ex. U.S. 74 14.4 5.0 13.5
National Indices ) )

MSCI Hong Kong 12.5 29.0 12.5 28.5

MSCI Ireland ' (1.5) 26.4 28) 31.8

MSCI Japan ' (0.8) (1.5) 32) (0.6)

MSCI Singapore ' 106 25.7 72 18.4

Past performance is not a guarantee of future results. Indices are not available for direct investment.
Source: MSCI Barra

- Emerging Markets Equity % Returns for the Period Ending 28 September 2012

U.S. Dollar Local Currency
Quarter 12 Months Quarter 12 Months

Regional and Other Multi-Country Indices

MSCI EM 79 17.3 6.1 16.8
National Indices ) )

MSCI China 4.7 17.9 4.7 17.4

MSCI Malaysia 5.3 23.1 1.4 17.8

MSCI Taiwan 11.8 15.4 9.7 11.0

MSCI Thailand 1.3 421 7.8 40.7

Past performance is not a guarantee of future results. Indices are not available for direct investment.
Source: MSCI Barra

7/Third Quarter 2012
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INDEX DESCRIPTIONS

DOW JONES INDUSTRIAL AVERAGE: The most widely used indicator of the overall condition of the stock market, a price-weighted
average of 30 actively traded blue-chip stocks, primarily industrials. The 30 stocks are chosen by the editors of The Wall Street Journal
(WSJ) (published by Dow Jones & Company), a practice that dates back to the beginning of the century. Charles Dow officially started the
Dow in 1896, at which time it consisted of only 11 stocks. The Dow is computed using a price-weighted indexing system, rather than the more
common market-cap-weighted indexing system. Simply put, the editors at WSJ add up the prices of all the stocks and then divide by the
number of stocks in the index. (In actuality, the divisor is much higher today in order to account for stock splits that have occurred in the past.)
STANDARD & POOR’S 500 INDEX: Covers 400 industrial, 40 utility, 20 transportation, and 40 financial companies in the U.S. markets
(mostly NYSE issues). The index represents about 75% of NYSE market cap and 30% of NYSE issues. It is a capitalization-weighted index
calculated on a total return basis with dividends reinvested. NASDAQ COMPOSITE INDEX: Covers 4,500 stocks traded over the counter. It
represents many small company stocks but is heavily influenced by about 100 of the largest NASDAQ stocks. It is a value-weighted index
calculated on price change only and does not include income. DOW JONES-UBS COMMODITY INDEX: Composed of futures contracts on
physical commodities which are traded on U.S. exchanges, with the exception of aluminum, nickel, and zinc, which trade on the London
Metal Exchange (LME). VIX INDEX: (Chicago Board Options Exchange Volatility index) Estimates volatility in the S&P 500 index for the next
30 days using a weighted blend of prices for various options on the S&P.

RUSSELL 1000 INDEX: Measures the performance of the large-cap segment of the U.S. equity universe. It is a subset of the Russell 3000
index and includes approximately 1,000 of the largest securities based on a combination of their market cap and current index membership.
The Russell 1000 represents approximately 92% of the U.S. market. RUSSELL 1000 GROWTH INDEX: Measures the performance of those
Russell 1000 companies with higher price-to-book ratios and higher forecasted growth values. RUSSELL 1000 VALUE INDEX: Measures
the performance of those Russell 1000 companies with lower price-to-book ratios and lower forecasted growth values. RUSSELL 2000
INDEX: Measures the performance of the small-cap segment of the U.S. equity universe. The Russell 2000 index is a subset of the Russell
3000 index and represents approximately 10% of the total market capitalization of that index. It includes approximately 2,000 of the smallest
securities based on a combination of their market cap and current index membership. RUSSELL 2000 GROWTH INDEX: Measures the
performance of those Russell 2000 companies with higher price-to-book ratios and higher forecasted growth values. RUSSELL 2000 VALUE
INDEX: Measures the performance of those Russell 2000 companies with lower price-to-book ratios and lower forecasted growth values.
RUSSELL 3000 INDEX: Measures the performance of the 3,000 largest U.S. companies based on total market capitalization, which
represents approximately 98% of the investable US equity market. RUSSELL MIDCAP INDEX: Measures the performance of the mid-cap
segment of the U.S. equity universe. The Russell Midcap index is a subset of the Russell 1000 index. It includes approximately 800 of the
smallest securities based on a combination of their market cap and current index membership. The Russell Midcap index represents
approximately 31% of the total market capitalization of the Russell 1000. RUSSELL MIDCAP GROWTH INDEX: Measures the performance
of those Russell mid-cap companies with higher price-to-book ratios and higher forecasted growth rates. RUSSELL MIDCAP VALUE INDEX:
Measures the performance of those Russell mid-cap companies with lower price-to-book ratios and lower forecasted growth values.
RUSSELL 3000 INDEX: measures the performance of the largest 3,000 U.S. companies and represents approximately 98% of the investable
U.S. equity market. RUSSELL 3000 GROWTH INDEX: Measures the performance of those Russell 3000 companies with higher price-to-
book ratios and higher forecasted growth rates. RUSSELL 3000 VALUE INDEX: Measures the performance of those Russell mid-cap
companies with lower price-to-book ratios and lower forecasted growth values.

BARCLAYS CAPITAL US TREASURY INDEX, 1-3 Years: Includes public obligations of the U.S. Treasury with maturities of one to three
years. In addition, certain special issues, such as state and local government series bonds (SLGs), U.S. Treasury TIPS, Bellwethers, and
STRIPS are excluded. BARCLAYS CAPITAL U.S. TREASURY INDEX, 7-10 Years: Includes public obligations of the U.S. Treasury with
maturities of seven to ten years. In addition, certain special issues, such as state and local government series bonds (SLGs), U.S. Treasury
TIPS, Bellwethers, and STRIPS are excluded. BARCLAYS CAPITAL CREDIT INDEX: All public, fixed-rate, nonconvertible investment grade
domestic corporate debt (collateralized mortgage obligations are not included). Only bonds rated at least baa by Moody's, BBB by Standard
& Poor's, or BBB by Fitch Investor Service for nonrated bonds are included. BARCLAYS CAPITAL GOVERNMENT INDEX: The Treasury
bond and agency bond indices (all publicly issued debt of agencies of the U.S. government, quasi-federal corporations and corporate debt
guaranteed by the U.S. government, but not mortgage-backed securities) are combined to form the government bond index. BARCLAYS
CAPITAL AGGREGATE INDEX: Covers the $US-denominated investment-grade fixed-rate taxable bond market, including Treasurys,
government-related and corporate securities, MBS pass-through securities, asset-backed securities and commercial mortgage-based
securities. BARCLAYS CAPITAL GOVERNMENT/CREDIT INDEX: The government, corporate and Yankee (all $US-denominated, SEC-
registered, public nonconvertible debt issued or guaranteed by foreign sovereign governments, municipals, government agencies or
international agencies) bond indices combine to form the Government/Corporate bond index. BARCLAYS CAPITAL INTERMEDIATE
GOVERNMENT CREDIT INDEX: Mix of SLHGI 75% and SLHCI 25%. Composed of all bonds covered by BARCLAYS CAPITAL GCB index
with maturities between one and 9.99 years. Total return comprises price appreciation/depreciation and income as a percent of the original
investment. Indices are rebalanced monthly by market capitalization. BARCLAYS CAPITAL LONG GOVERNMENT/CREDIT INDEX:
Composed of all bonds covered by BARCLAYS CAPITAL GCB index with maturities of 10 years or greater. Total return comprises price
appreciation/depreciation and income as a percent of the original investment. Indices are rebalanced monthly by market capitalization.
BARCLAYS CAPITAL MORTGAGE BACKED SECURITIES INDEX: Includes all fixed securities issued and backed by mortgage pools of
Ginnie Mae (GNMA), Fannie Mae (FNMA), Freddie Mac (FHLMC) and half-coupon securities. The index excludes buydowns, graduated
equity mortgages (GEM), project loans, Nonagency (whole loans), jumbos, collateralized mortgage obligations (CMOs), graduated payment
mortgages (GPMs), adjustable rate mortgages (ARMs), manufactured home mortgages and prepayment-penalty collateral. Formed by
grouping the universes of over one million individual fixed-rate MBS pools into approximately 5,500 generic aggregates. Pool aggregates
must be U.S. dollar-denominated, have at least $250 million current outstanding and average-weighted life of at least one year. BARCLAYS
CAPITAL HIGH YIELD INDEX: Covers the universe of fixed-rate, non-investment-grade debt. Pay-in-kind (PIK) bonds, Eurobonds and debt
issues from countries designated as emerging markets (e.g., Argentina, Mexico, Venezuela, etc.) are excluded, but Yankee and global bonds
(SEC-registered) of issuers in non-EMG countries are included. Original issue zeroes and step-up coupon structures are also included.
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Liquidity Rules: All bonds included in the High Yield Index must be dollar-denominated and nonconvertible and have at least one year
remaining to maturity and an outstanding par value of at least $150 million. Quality Rating Rules: Securities in the index must be rated Ba1 or
lower. If both Moody's and S&P provide a rating for a security, the lower of the two ratings is used. A small number of unrated bonds is
included in the index; to be eligible, they must have previously held a high yield rating or have been associated with a high yield issuer, and
must trade accordingly. BARCLAYS CAPITAL MUNI INDEX: The composite measure of the total return performance of the muni bond
market. The muni market contains over two million different bond issues. The market is divided into 7 major sectors: state G.O. debt (31%),
prerefunded bonds (7.7%); electric utility revenue bonds (7.79%); hospital revenue bonds (3.4%); state housing revenue bonds (3.4%);
industrial development and pollution control revenue bonds (1.8%) and transportation revenue bonds (7.1%). These weightings are reviewed
annually.

MERRILL LYNCH GLOBAL HIGH YIELD INDEX: Includes below investment-grade bonds of corporate issuers domiciled in countries having
an investment-grade long-term debt rating. BARCLAYS CAPITAL MAJORS EX-U.S. INDEX: An unhedged aggregate of the BC Global
Treasury indices for Australia, Belgium, Canada, Denmark, France, Germany, ltaly, Japan, Netherlands, Spain, Sweden and the United
Kingdom. BARCLAYS CAPITAL GLOBAL TREASURY EX-U.S. INDEX: Includes government bonds issued by investment-grade countries
outside the United States, in local currencies, that have a remaining maturity of one year or more and are rated investment grade.

MSCI EUROPE, AUSTRALASIA AND THE FAR EAST (EAFE) INDEX: A free-float-adjusted market capitalization index that is designed to
measure developed market equity performance, excluding the U.S. and Canada. As of May 27, 2010, the index consisted of the following 22
developed market country indices: Australia, Austria, Belgium, Denmark, Finland, France, Germany, Greece, Hong Kong, lIreland, Israel,
Italy, Japan, the Netherlands, New Zealand, Norway, Portugal, Singapore, Spain, Sweden, Switzerland and the United Kingdom. MSCI
EMERGING MARKETS INDEX: A free-float-adjusted market capitalization index that is designed to measure equity market performance in
the global emerging markets. As of May 27, 2010, the index consisted of the following 21 emerging market country indices: Brazil, Chile,
China, Colombia, Czech Republic, Egypt, Hungary, India, Indonesia, Korea, Malaysia, Mexico, Morocco, Peru, Philippines, Poland, Russia,
South Africa, Taiwan, Thailand and Turkey. MSCI BRIC INDEX: A free-float-adjusted market capitalization index that measures equity
market performance in larger emerging markets. The index consists of the following emerging-market country indices: Brazil, Russia, India
and China. MSCI EM ASIA INDEX: A free-float-adjusted market capitalization index that measures equity market performance in emerging
markets in Asia. The index consists of the following emerging-market country indices: China, India, Indonesia, Korea, Malaysia, Philippines,
Taiwan and Thailand. MSCI FAR EAST INDEX: A free-float-adjusted market capitalization index that is designed to measure equity market
performance in the Far East. As of March 2010, the MSCI Far East Index consisted of the following country indices: Hong Kong, Japan and
Singapore. MSCI EUROPE INDEX: A free-float-adjusted market capitalization weighted index that is designed to measure developed market
equity performance in Europe. As of June 2007, the index consisted of the following 16 developed market country indices: Austria, Belgium,
Denmark, Finland, France, Germany, Greece, Ireland, Italy, the Netherlands, Norway, Portugal, Spain, Sweden, Switzerland and the United
Kingdom. This series approximates the maximum possible dividend reinvestment. The amount reinvested is the dividend distributed to
individuals resident in the country of the company, but does not include tax credits.

MSCI THE WORLD INDEX: A free-float-adjusted market capitalization index that is designed to measure developed equity market
performance worldwide. The MSCI The World index consists of the following 24 developed market country indices: Australia, Austria,
Belgium, Canada, Denmark, Finland, France, Germany, Greece, Hong Kong, Ireland, Israel, Italy, Japan, the Netherlands, New Zealand,
Norway, Portugal, Singapore, Spain, Sweden, Switzerland, the United Kingdom and the United States. MSClI WORLD EX USA INDEX: A
free float-adjusted market capitalization weighted index that is designed to measure the equity market performance of developed markets. As
of May 27, 2010 the index consisted of the following 23 developed market country indices: Australia, Austria, Belgium, Canada, Denmark,
Finland, France, Germany, Greece, Hong Kong, Ireland, Israel, Italy, Japan, Netherlands, New Zealand, Norway, Portugal, Singapore, Spain,
Sweden, Switzerland and the United Kingdom. MSCI PACIFIC EX-JAPAN INDEX: A free-float-adjusted market capitalization index that is
designed to measure equity market performance in the Pacific region, excluding Japan. As of June 2007, the index consisted of the following
four developed market countries: Australia, Hong Kong, New Zealand and Singapore. This series approximates the maximum possible
dividend reinvestment. The amount reinvested is the dividend distributed to individuals resident in the country of the company, but does not
include tax credits.

MSCI HONG KONG INDEX: A free-float-adjusted market capitalization index that is designed to measure equity market performance in Hong
Kong. MSCI IRELAND INDEX: A free-float-adjusted market capitalization index that is designed to measure equity market performance in
Ireland. MSCI JAPAN INDEX: A free-float-adjusted market capitalization index that is designed to measure equity market performance in
Japan. MSCI SINGAPORE INDEX: A free-float-adjusted market capitalization index that is designed to measure equity market performance
in Singapore.

MSCI CHINA INDEX: A free-float-adjusted market capitalization index that is designed to measure equity market performance in China.
MSCI MALAYSIA INDEX: A free-float-adjusted market capitalization index that is designed to measure equity market performance in
Malaysia. MSCI TAIWAN INDEX: A free-float-adjusted market capitalization index that is designed to measure equity market performance in
Taiwan. MSCI THAILAND INDEX: A free-float-adjusted market capitalization index that is designed to measure equity market performance in
Thailand.

The indices are unmanaged, and an investor cannot invest directly in an index. The indices are shown for illustrative purposes only and do
not represent the performance of any specific investment. Index returns consist of income and capital appreciation (or depreciation) and do
not take into account fees, taxes or other charges. Such fees and charges would reduce performance. Index performance is calculated on a
total return basis and assumes that dividends and distributions were reinvested.
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DISCLOSURES

Although the statements of fact and data in this report have been obtained from, and are based upon, sources the firm believes reliable, we
do not guarantee their accuracy, and any such information may be incomplete or condensed. All opinions included in this report constitute the
firm’s judgment as of the date of this report and are subject to change without notice. This report is for informational purposes only and is not
intended as an offer or solicitation with respect to the purchase or sale of any security. Past performance is not a guarantee of future results.
This report may contain forward-looking statements and there can be no guarantee that they will come to pass.

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. Value investing involves the risk that the market may not recognize that securities are undervalued and
they may not appreciate as anticipated. Growth investing does not guarantee a profit or eliminate risk. The stocks of these companies can
have relatively high valuations. Because of these high valuations, an investment in a growth stock can be more risky than an investment in a
company with more modest growth expectations 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. 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. With respect to fixed income securities, please note that, in general, as prevailing interest rates rise, fixed income securities prices will
fall. 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.

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

2012-PS-1405
10/2012
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