ST. CHARLES POLICE PENSION FUND

211 North Riverside Avenue
St. Charles, Illinois 60174

MEETING MINUTES
Wednesday, December 5, 2012
1:00 p.m. — St. Charles Police Department

1. Vice President Beam called to order the Regular Meeting of the St. Charles Police Pension Board at
1:00 p.m.

2. ROLL CALL

Members Present: Timothy Beam, Vice President; Michael Griesbaum, Secretary; Chris Minick,
Finance Director; and Warren Drewes, City Treasurer

Members Absent: Larry Laughlin, President
Guests: Attorney Rick Reimer, Reimer & Associates; and Jon Willhite, UBS

VP Beam noted that Larry Laughlin has submitted his resignation to the Board effective immediately. A
notice will be sent to the retirees in order to hold a special election to fill Laughlin’s unexpired term.
Reimer recommended that all potential trustees be reminded that they must obtain 32 hours of training
within the first year of their taking office. After that, trustees are required to obtain a minimum of 16 hours
of training every year. Reimer’s office will draft this notice.

3. APPROVE PREVIOUS MEETING MINUTES

Motion: To approve the minutes of the September 6, 2012 regular meeting as presented.
Maker: Drewes
Second: Griesbaum

Voice Vote: 4 Ayes, 0 Nays, 0 Absent, 1 Vacant. All in favor. Motion carried.

4. INVESTMENT ACTIVITIES

Willhite stated that the custodial relationship of Willhite and the Fund was questioned by the City’s
auditors and an article was printed in the paper reference this issue. Willhite stated that his firm does not
have the ability to buy or sell securities. This is done through the actual money managers. Discussion
continued. Willhite stated that he is a custodian but not an investment broker; therefore, they are not the
custodian who also serves as the investment broker. Minick stated that what GATSBE requires is not
exactly what the Fund has, however, what the Fund has is what GATSBE wants provided it is
documented, which it is. Minick suggested that the Board may want to look at a 3" party outside
independent trust custodian anyway just as a comparison as to what Wilthite and UBS currently do for the
Fund. Although this may not satisfy what the auditor has to report, it could satisfy the trustees in showing
that there isn’t any additional risk or just a minimal risk. Discussion continued. Many of the Board
members strongly voiced their concerns that an article such as this was written without discussing it with
any of the members for accuracy. Minick stated that his office would research the comparison. He further
stated that if there are significant differences between what an outside custodial account, the benefits and
protection it would give, versus what the current arrangement is, the Board may still chose to handle the
Fund as it currently does despite the risk. Regardless, it is the fiduciary responsibility of the members to
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do what is best for the Fund. Minick stated that he hopes to have this comparison completed by the next
meeting.

Willhite stated that they would like to perform an asset allocation study on the Fund. This study will help
to determine the direction the Fund should be taking. Willhite reported that a symposium will be held on
February 4, 2013 reference asset allocation. This symposium is 8 hours and does count towards the 16
hours of trustee training required for the year. Additional information will be forthcoming. At this time the
Board paused to complete the asset allocation questionnaire.

Motion: To authorize the expenditure of up to $500 to Tim Sharpe to provide the cash flow report
for the strategic asset allocation study.

Maker: Minick

Second: Drewes

Roll Call: Minick — Aye, Drewes — Aye, Griesbaum — Aye, Beam — Aye. 4 Ayes, 0 Nays, 0 Absent,
1 Vacant. All in favor. Motion carried.

Discussion was held on the possibility of investing in corporate bonds including the pros and cons on this
type of investment.

Motion: To look favorably upon an investment manager investing in corporate bonds with a credit
rating of no less than an A.

Maker: Drewes

Second: Minick

Roll Call: Minick — Aye, Drewes — Aye, Griesbaum — Aye, Beam — Aye. 4 Ayes, 0 Nays, 0 Absent,

1 Vacant. All in favor. Motion carried.

The total portfolio was up 3.79% for the quarter with the Policy Index up 3.09% and Dynamic up 3.24%.
SMID Caps was up 6.22%, with the benchmark up 5.57%. Total Large Caps was up 5.90% with its
benchmark up 6.35%; Total International was up 6.67% for the quarter and up 14.26% for the year; Fixed
Income was up 0.92% for the quarter and up 6.04% since inception. Preferred Securities was up 3.82% for
the quarter compared to the benchmark at 3.27% and up 9.58% since inception.

Willhite gave a brief overview of the growth of a dollar analysis, time weighted rates of return, actual vs.
target allocation, opportunity gains and losses, market timing and security selection, capture ratio trends,
risk vs. reward analysis, performance profile, etc.

Griesbaum inquired as to what the City would be able to do to help out the Fund due to the resignation of
Laughlin. This could include, but not limited to, accounting and payroll. After a brief discussion, it was
determined that the Board would hold a special emergency meeting on Friday, 12/07/2012 at 8 a.m. to
discuss how to move forward with the paying of pension benefits. Members of the City’s Finance
Department will be in attendance. It was noted that the City does process the Fire Pension payroll.

5. OLD BUSINESS

Fiduciary Insurance —This item will be tabled to the March meeting.

Administrative Rules & Regulations — The Board briefly discussed how individuals would buy-back their
military service whether by a lump sum or payment plan.
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Motion: To allow individuals to buy-back military service (up to 2 years) by either a lump sum
payment or a payment plan of up to 5 years at an interest rate of 6% with a written
agreement by the Board.

Maker: Griesbaum

Second: Drewes

Roll Call: Griesbaum — Aye, Drewes — Aye, Minick — Aye, Beam — Aye. 4 Ayes, 0 Nays, 0 Absent,
1 Vacant. All in favor. Motion carried.

Motion: To table the remaining rules and regulations to the next meeting.

Maker: Griesbaum

Second: Drewes

Voice Vote: 4 Ayes, 0 Nays, 0 Absent, 1 Vacant. All in favor. Motion carried.

IRS Issue Update — It was noted that this has been resolved.

Goss & Schubert Contribution Refunds — Beam reported that Jacob Goss has requested a refund of his
contributions in the amount of $5017.64 before taxes, final amount $4014.11.

Motion: To approve the refund of pension contribution for Goss in the amount of $4014.11.
Maker: Minick

Second: Drewes

Roll Call: Griesbaum — Aye, Drewes — Aye, Minick — Aye, Beam — Aye. 4 Ayes, 0 Nays, 0 Absent,

1 Vacant. All in favor. Motion carried.

Beam reported that the refund for Schubert in the amount of $44,386.86 was rolled over into a retirement
account at Charles Schwab on 10/11/2012. This refund was approved at the last meeting.

6. ACCOUNTANT’S REPORT/PRESENTATION OF BILLS FOR DISBURSEMENT

Beam presented bills and disbursements in the amount of $6594.40 as listed in Addendum A.

Motion: To approve payment of bills and disbursements in the amount of $6594.40 as listed in
Addendum A.

Maker: Minick

Second: Beam

Roll Call: Minick — Aye, Drewes — Aye, Griesbaum — Aye, Beam - Aye. 4 Ayes, 0 Nays, 0 Absent, 1

Vacant. All in favor. Motion carried.

7. APPLICATIONS FOR MEMBERSHIP

Beam reported that Russell Haywood has submitted an application for membership. Ofc. Haywood is a
Tier 2 member and was appointment to the St. Charles Police Department on 09/24/2012.

Motion: To admit Russell Haywood as a Tier 2 participant effective 09/24/2012.

Maker: Drewes

Second: Minick

Roll Call: Minick — Aye, Drewes — Aye, Griesbaum — Aye, Beam - Aye. 4 Ayes, 0 Nays, 0 Absent, 1

Vacant. All in favor. Motion carried.
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8. APPLICATIONS FOR BENEFITS

Beam reported that Steve Gilbert had submitted himself for a medical examination and it was determined
that he is still disabled.

Motion: To continue benefits for Steve Gilbert based upon his medical examination.

Maker: Minick

Second: Griesbaum

Roll Call: Minick — Aye, Drewes — Aye, Griesbaum — Aye, Beam - Aye. 4 Ayes, 0 Nays, 0 Absent, 1

Vacant. All in favor. Motion carried.

Beam reported that Scott Kern had submitted himself for a medical examination and it was determined that
he is still disabled.

Motion: To continue benefits for Scott Kern based upon his medical examination and subject to
further annual medical examinations.

Maker: Griesbaum

Second: Drewes

Roll Call: Minick — Aye, Drewes — Aye, Griesbaum — Aye, Beam - Aye. 4 Ayes, 0 Nays, 0 Absent, 1

Vacant. All in favor. Motion carried.

Reimer reported that the administrative review was presented in court on 10/30/2012 and it was
determined that there was no basis to reverse the decision. A motion of appeal has been filed, which will
take the case to the Second District Appellate Court. Will keep the Board informed of any new
developments.

Beam reported that Alexandra Olson is turning 18 on 12/17/2012, at which time her benefits will
terminate. As a result, the two remaining beneficiaries, under the age of 18, will then divide the benefit
equally between them. Alexandra is eligible to receive a portion of the $3129.64 benefit for December in
the amount of $548.80. The remaining balance would then be divided between the two other children.
Come January 2013, the two remaining beneficiaries will split the entire $3129.64 equally.

Motion: To terminate the benefits of Alexandra upon reaching the age of 18 with a final payment
of $548.80 and to then divide the remainder of the benefits for December between the two
remaining children ($1290.42/each). Benefits will continue and $3129.64 to be split
between the remaining two children until such time as they reach the age of 18.

Maker: Drewes

Second: Griesbaum

Roll Call: Minick — Aye, Drewes — Aye, Griesbaum — Aye, Beam - Aye. 4 Ayes, 0 Nays, 0 Absent, 1
Vacant. All in favor. Motion carried.

9. NEW BUSINESS

2013 Meeting Dates - The proposed meeting dates for 2013 are as follows: March 6, 2013; June 5, 2013;
September 4, 2013 and December 4, 2013. After a brief discussion, it was determined that the meeting
would be held beginning at 11:00 a.m.

Motion: To accept the 2013 meeting dates as proposed with a start time of 11:00 a.m.
Maker: Drewes
Second: Minick

Voice Vote: 4 Ayes, 0 Nays, 0 Absent, 1 Vacant. All in favor. Motion carried.
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RFP for Services — Reimer reported that the Board is required to send out an RFP for Consulting Services
every five years by statute. This RFP will be necessary in 2014. The City has suggested that the Board also
go out for an RFP on bookkeeping services as well, but this is not a legal requirement. Discussion
continued and it was determined that with the resignation of Larry Laughlin, the Board will meet with the
City Finance Department members to see about making benefit payments and to possibly transition the
bookkeeping services from there. It was noted that the Finance Department currently oversees the
bookkeeping for the St. Charles Fire Pension Board. A special meeting may be necessary to accomplish
this.

Suspension vs, Creditable Service Issue — The question has been brought forth on whether or not unpaid
suspension time is considered creditable service. Reimer noted that in the past, unpaid suspension time has
not been considered creditable service. Discussion continued on suspensions under and over 30 days.
Reimer will contact the Department of Insurance for an opinion and report back to the Board.

Jon Willhite left the meeting at 2:50 p.m.

Pension Benefits Review — 2013 COLA’s were presented to the Board for review. See Attachment B/BI.
Drewes reported that he did review the numbers and has determined that they are correct. The Board
paused to review the report.

Motion: To approve the 2013 COLA’s as presented in Attachments B/BI1.
Maker: Drewes
Second: Minick

Roll Call: Minick — Aye, Drewes — Aye, Griesbaum — Aye, Beam - Aye. 4 Ayes, 0 Nays, 0 Absent, 1
Vacant. All in favor. Motion carried.

Beam reported that a QILDRO has been received for Shaw. Discussion was held on the Board’s
responsibility for this.

10. MATTERS FROM THE PUBLIC

None

ADJOURNMENT

There being no further business, a motion was made by Drewes to adjourn the meeting at 3:05 p.m.
Seconded by Minick. Voice Vote. 4 Ayes, 0 Nays, 0 Absent, 1 Vacant. All in favor. Motion carried.

The meeting was adjourned at 3:05 p.m. The next regular meeting is scheduled for 03/06/2013.

Respectfully submitted,

m T 1?4%'»\4

President

Secretary



Run Date: 12/01/2012 ST. CHARLES POLICE PENSION FUND Page: 1
Voucher Payment Report
Voucher Trustee/ Trustee/Vendor Expense Status Check Voucher
Number Vendor Name Type Status Due Date Number Amount
1232 13 INSPE ASSOCIATES LTD 5013-300 Pay 11/21/2012 $720.00
GILBERT EXAM
1233 5013-300 Pay 11/21/2012 $1,260.00
KERN EXAM
Vendor Total $1,980.00
1234 93 REIMER & KARLSON LLC 5013-400 Pay 12/01/2012 $4,614.40
INVOICE DATED NOVEMBER 16,2012
Vendor Total $4,614.40
Total Voucher Amount $6,594.40

AAecmENT A
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Name Current Monthly Increase 3% Increase 3% original New Monthly Effective Date

Beckstrom 2,736.50 $82.10 2,818.60 1/1/2013
Brandenburg, R 3,061.87 $91.86 3,153.73 1/1/2013
Brandenburg, J 1,440.89 $43.23 1,484.12 1/1/2013
DeWolf ’ 4,401.00 $132.03 4,533.03 1/1/2013
Dominik 3,831.84 $114.96 3,946.80 1/1/2013
Ferguson 5,008.25 $150.25 5,158.50 1/1/2013
Jannusch 6,305.80 $189.17 6,494.97 1/1/2013
Kijowski 2,774.62 $83.24 2,857.86 1/1/2013
Kintz 3,439.37 $103.19 3,542.56 1/1/2013
Kiinkhamer 7,085.85 $212.58 7,298.43 1/1/2013
McCall 5,666.18 $169.99 5,836.17 1/1/2013
Meiresonne 5,695.91 $170.88 5,866.79 1/1/2013
Parker 5,456.05 $163.68 5,619.73 1/1/2013
Schroder 6,194.84 $185.85 6,380.69 1/1/2013
Smith 5,404.02 $162.12 5,566.14 1/1/2013
Sorg 3,890.90 $116.73 4,007.63 1/1/2013
Summers 3,279.59 $98.39 3,377.98 1/1/2013
Swanson 1,384.25 $41.53 1,425.78 1/1/2013
Taylor 6,073.50 $182.21 6,255.71 1/1/2013
Thomas 5,156.92 $154.71 5,311.63 1/1/2013
Bogolin 3,202.26 $57.87 3,260.13 1/1/2013
Harris 4,716.27 $88.47 4,804.74 1/1/2013
Laughlin 4,159.77 $76.56 4,236.33 1/1/2013
Rogers, Darryl ’ 5,036.35 $106.40 5,142.75 1/1/2013
Rogers, Dwayne 4,077.49 $94.10 4,171.59 1/1/2013
Torroll 3,270.69 $60.20 3,330.89 1/1/2013

Griffin 5,220.29 $156.61 5,376.90 11/1/2013
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Olson Surviving Children Benefits for January 2013 and after

3129.64 (original total benefit) divide by 2= $1564.82 each for Brieanna and Connor

Alexandra benefits for December 2012
Alexandra turns 18 on December 17, 2012 and benefits terminate
$1043.21 monthly times 12= $12518.52 divide by 365= $34.30 Daily rate
$34.30 Daily rate times 16=v ;54;380 gecember final payment

Brieanna benefits for December 2012

$1043.21 plus $247.21 (1/2 benefit not paid to Alexandra in December) = $1290.42

Connor benefits for December 2012

$1043.22 plus 247.20(1/2 benefit not paid to Alexandra in December)=5$1290.42

Total December benefits paid equal $3129.64
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Investment Performance

Period Ending September 30, 2012

Prepared for:
St. Charles Police Pension Fund
December 3, 2012

Prepared by:
Willhite Institutional Consulting Group

The information contained in this report has been obtained from sources believed to be reliable, but its accuracy or completeness is not
guaranteed. This report is not meant to supersede your custodial statements that should be read regularly. Any opinions expressed
herein reflect our judgment at this date and are subject to change. Please report any discrepancies you may find to your UBS
Institutional Consultant.

Rule 204-3 under the Investment Advisers Act of 1940 requires that we make an annual offer to clients to send to them, without
charge, a written disdosure statement meeting the requirements of such rule. We will be glad to send you a copy of such statement to
you upon your written request.

Please contact your UBS Institutional Consultant if you have any questions regarding this report, if your financial situation, individual
needs or investment objectives have changed, or if you would like to impose or change any investment restrictions on this account.

Please note that you are also required to inform your investment advisor, directly, of any changes in your financial condition, investment
objectives or investment restrictions on your account.
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Performance Report Disclosures

General Information
This performance report represents information about your accounts in the UBS Institutional Consulting
Group at UBS Finandal Services.

This report is intended as a general guide to review the performance of your holdings across a variety of
accounts including those accounts held at different finandial institutions. This report is for your use only.
information contained in the report should not be used for tax reporting or preparation purposes or used as
the basis of an investment or liquidation decision.

Please contact your Institutional Consultant if you have any questions regarding this performance report, if
your financial situation, needs or investment objectives on any account have changed, or if you would like to
impose or change any investment restrictions on any account.

No Tax or Legal Advice
Neither UBS Finandial Services nor any of its employees provide tax or legal advice. You must consult with
your legal or tax advisors regarding your personal circumstances.

Assets Held at Other Qualified Custodians

Depending on the accounts covered by your Institutional Consulting Services Agreement with us, this report
may cover a number of your existing accounts, each with a potentially different investment objective and risk
parameters. These accounts may be held at a variety of financial institutions and information reflected on this
report is based on statements your custodians have provided to UBS Financial Services, at your request. Other
than information included for accounts you hold at UBS Financial Services, we are not responsible for the
accuracy or completeness of any information incl uded in this report. UBS Financial Services does not provide
advice with respect to your assets at other firms. This report includes information only as of the date of the
account statements provided, which may differ by account or custodian. Your UBS Financial Services account
statements are the only official record of your holdings with us and are not replaced, amended or superceded
by any of the information presented in this Report.

This report does not constitute the solicitation to purchase or sell any specific security. This report may include a performance analysis
of a variety of accounts, each with different investments, investment objectives and risk parameters. As a result, the overweighting or
underweighting of an account in a particular sector or asset class should not be viewed as an isolated factor in making
investment/liquidation decisions. Rather, such decisions should be assessed on an account by account basis and after an assessment of
the overall impact of such decisions on a portfolio consisting of all your accounts.
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Important Information About This Report

Market Values

Market values used or presented in this report are obtained from sources believed to be reliable. UBS Financial
Services and its representatives make no representation or assurance that the market values presented in the
report are true and accurate.

Estimates

Estimates of annual interest or dividend income should not be relied upon. The estimates are based either on
past payout experience or scheduled interest payments. Past payouts are not an indication of future payouts
and there can be no assurance that any fixed income security will meet its scheduled interest payments.

Policy Statements

Neither UBS Financial Services nor your Institutional Consultant is responsible for ensuring that your
investment policy statement complies with all legal, actuarial or other requirements that may apply to you.
That responsibility rests solely with you and you should consult your legal and tax advisors regarding those
matters.

Performance Results

Gross performance

This report may illustrate net or gross of fee performance, but not both. While gross performance is valuable
when reviewing a manager’s performance relative to a particular index or peer group, note that such
information does not reflect management fees, wrap fees, transaction costs or your Institutional consulting
fees.

The payment of fees and expenses will reduce the performance of the account and the reduction in
performance will have a cumulative effect over time. The net effect of the payment of fees on the annualized
performance, and the compounded or cumulative effect over time, is dependent on the amount of the fee
and the account's investment performance. For example, an account that experiences an annual gross
performance of 10% but incurs a 2.8% annual fee that is deducted quarterly on a prorated basis, will
experience net annual performance of 7.1%, a reduction of 2.9% per year.

Net of fees performance

If your assets are custodied at UBS Financial Services and you have selected one or more of our advisory
programs as an investment option and pay the program fee directly from those accounts, you will receive
separate performance reports for those accounts which illustrate the performance of your portfolio on a net
of fee basis.
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Index Information

This report presents the current and historical performance of certain market indexes. These indexes may
represent a broad range of asset classes, market segments and investment styles. Depending upon the
composition of your portfolio and your accounts and depending on your investment objectives, these indexes
may not be an appropriate measure or benchmark against which to compare the performance of a particular
account or all of your accounts. Consequently, the performance of the indexes is presented for illustration
purposes only.

Although the performance of an index is often used as a benchmark against which to compare the
performance of an actively managed separate account or actively managed mutual fund, actively managed
accounts and mutual funds are not generally restricted to investing only in the securities that are included in
the index. As a result, the securities held in your account will differ from the securities induded in the index
and the performance of the account may likewise differ from the performance of the index. The performance
of an index reflects the passive performance of an unmanaged universe of securities. The performance of an
index does not reflect advisory or transaction fees, all of which would reduce the overall return. Indexes are
not available for direct investment. The past performance of an index is no guarantee of future results.

Benchmark Rebalancing

Comparative benchmarks comprising more than one index are constructed each month based on the return
of the constituent indexes in the comparative benchmark and the respective weights assigned to each
constituent index.

Target Asset Allocation
The target asset allocation is the percentage allocation of your total or composite investment fund among the
asset classes in which you have decided to invest as set forth in your Investment Policy Statement.

Policy Index

For each separate account, the Policy Index is the passive index that you have selected to serve as a
benchmark against which to compare the performance of the separate account. If the account is balanced,
indexes may be a blend of indexes.

For the total or composite investment fund, the Policy Index is a composite of one or more passive indexes
that you have selected and that are weighted according to the percentage weightings set forth in your
Investment Policy Statement. The performance of your total or composite investment fund is compared
against the performance of the Policy Index that you have selected for the composite.

Page 3





For the purposes of calculating the performance of the Policy Index for the composite investment fund, the
Policy Index is recalculated using the percentage weightings set forth in your investment Policy Statement on
a monthly or quarterly basis depending on the convention that you selected.

The Policy Index that you selected for your total or composite investment fund is shown below:
47% Barclays Intermediate Gov't, 15% MSCI Gross EAFE, 15% S&P 500 Index, 10% Russell 2500, 5% CPI +
4.5%, 5% Merrill Lynch Preferred Stock Fixed Rate, 3% 3 Month Treasury Bill.

Account Valuation

This report uses a time-weighted rate of return, a method that calculates portfolio value using the beginning
and ending portfolio values for the month and weighs each contribution/withdrawal by the amount of time
invested.

Performance Start Date

The inception date shown in the report may or may not be the date that the UBS Institutional Consulting
Group began providing services or performance information to you and may not be the date that an account
was first invested in securities. Contact your Institutional Consultant for more information regarding the
actual inception date.

Manager Data

Data concerning various managers' portfolio performance is obtained from sources believed to be reliable.
This data is provided for comparative purposes only. UBS Financial Services does not guarantee the accuracy
or veracity of this information. Different performance calculation methods may be used to calculate each
manager's portfolio performance. Investment objectives of similar style portfolios of other managers may not
match exactly your investment objectives.

Brochure

Rule 204-3 of the Investment Advisers Act of 1940 requires that we make an annual offer to clients to send
to them, without charge, a written disclosure statement. We will be glad to provide you with a copy of such
statement upon your written request.
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Summary Statement 06/2012 09/2012

Market Net Cash  Investment Market Actual Target
~ Inception Value Flows  Gain/loss  Value Allocation Allocation QTR YID  1¥Yr  2Yr Inception
Total Portfolio 06/30/2009 $25,188,601 $191,233 $904,954 $26,284,788 100.00% 100.00% 3.79% 7.11% 11.03% 578% 9.10%
Policy Index 3.09% 731% 1244% 635% 9.14%
Dynamic Index for Category Levels 3.24% 740% 11.87% 651% 8.87%
Global Equity
US Large Cap
US Large Cap Core
Atalanta/Sosnoff Large Cap Core 06/30/2009 $875,942 -$35,000 $56,307 $897,249 341% 2.50% 6.90% 15.18% 24.68% 8.60% 10.95%
S&P 500 Index 6.35% 16.44% 3020% 14.76% 17.25%
US Large Cap Value
Cambiar Large Cap Value 06/30/2009 $763,352 -$45,000 $41,765 $760,117 2.89% 250% 595% 3.85% 1551% 4.10% 11.17%
Russell 1000 Value 6.51% 15.75% 3092% 13.33% 16.74%
Davis New York Venture Fund 06/30/2009 $665,391 $526 $27,839 $693,756 2.64% 250% 4.30% 11.58% 2399% 846% 12.93%
S&P 500 Index 6.35% 1644% 30.20% 14.76% 17.25%
Total US Large Cap Value 06/30/2009 $1,428,743 -$44,474 $69,604 $1.453,873 5.53% 500% 5.17% 6.73% 18.68% 5.66% 11.83%
US Large Cap Growth
Cambridge Large Cap Growth 06/30/2009 $762,921 $0 $45,106 $808,027 3.07% 250% 6.12% 10.75% 1547% 6.20% 11.20%
S&P 500 Index 6.35% 1644% 3020% 14.76% 17.25%
Total US Large Cap 06/30/2009 $3,067,606 -$79,474 $171,017 $3.159,149  12.02% 10.00% 5.90% 10.20% 19.58% 6.67% 11.24%
S&P 500 Index 6.35% 1644% 30.20% 14.76% 17.25%
US SMID
US SMID Growth
Apex Capital 04/13/2012 $693,342 $0 $54,738 $748,080 285% 3.00% 7.89% -1.21%
Russell 2500 Growth 522% 14.10% 2952% 14.14% 0.42%
US SMID Value
Moody Aldrich Focused Value (AC) 06/30/2009 $994,365 -$20,000 $43,590 $1,017,956 3.87% 400% 480% 999% 2696% 571% 14.23%
Russell 3000 Value 6.44% 15.64% 31.05% 13.20% 16.85%
US SMID CORE
Penn SMID-Core 06/30/2009 $781,985 -$20,300 $47,392 $809,077 3.08% 3.00% 6.52% 10.10% 2843% 690% 1645%
Russell 2500 Value 585% 1447% 32.15% 12.22% 19.29%
Total US SMID 06/30/2009 $2,469,692 -$40.300 $145,720 $2,575,112 9.80% 10.00% 6.22% 10.65% 27.47% 7.36% 15.49%
Russell 2500 5.57% 14.33% 30.93% 13.15% 19.45%
International
Intemational Developed Markets
First Eagle Overseas Fund 06/30/2009 $543,943 $281 $30,017 $574,241 2.18% 4.00% 563% 10.07% 11.24% 6.50% 11.55%
MSJ Gross EAFE 6.98% 10.59% 14.33% 2.04% 8.16%
Columbia Acorn Int’l Fund 06/30/2009 $975,076 $1,103 $90,176 $1,066,355 4.06% 4.00% 9.36% 1961% 21.99% 654% 13.98%
MSd Gross EAFE 6.98% 10.59% 1433% 2.04% 8.16%
Thornburg int'l Value Fund 06/30/2009 $799,340 $904 $47,737 $847,981 3.23% 400% 609% 984% 1433% 151% 882%
MSd Gross EAFE 6.98% 1059% 1433% 2.04% 8.16%
Total International Developed Markets  06/30/2009 $2,318,359 $2,288 $167,930 $2,488,577 9.47% 12.00% 7.36% 13.88% 16.72% 4.73% 11.60%

*Inception retums are calculated from the last day of the since inception month.
The inception date may or may not be coincident with the date that the UBS Institutional Consulting Group commenced providing performance reporting services to you.
Please be sure to read the DISCLOSURE SECTION at the beginning of this report which contains important disclosures and disclaimers on the information provided to you in this report
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Summary Statement 06/2012 09/2012

Market Net Cash  Investment Market Actual Target
. _ __ Inception Value Flows Gain/Loss Value  Allocation Allocation QTR YTD 1Yr 2Yr Inception
Interational Emerging Markets
Glovista Investments 01/20/2012 $1,135,113 -$50,000 $52,850 $1,137.963 4.33% 3.00% 5.22% 0.03%
MSC Emerg Mkts Free 7.89% 12.33% 17.33% -0.66% 0.87%
Total International 06/30/2009 $3,453,472 -$47,712 $220,780 $3,626,540 13.80% 15.00% 6.67% 11.05% 14.26% 1.80% 11.03%
MSCI Gross EAFE 6.98% 1059% 14.33% 2.04% 8.16%
Total Global Equity 06/30/2009 $8,990,770 -$167.486 $537,517 $9,360,.801 35.61% 35.00% 6.28% 10.48% 19.53% 5.22% 12.10%
Dynamic Index for Category Levels 6.38% 13.79% 24.75% 10.07% 14.63%
Fixed Income
US Fixed Income
US Government
PIA Fixed Income 06/30/2009 $5,890,177 -$50,000 $23,414 $5,863,590 22.31% 23.50% 0.58% 198% 2.63% 3.64% 4.95%
Barclays Interm Gov 062% 1.70% 2.39% 3.06% 4.28%
C.S. McKee Gov Port 02/17/2010 $6,373,551 -$70,000 $64,866 $6,368,417 24.23% 23.50% 123% 343% 4.16% 568% 7.29%
Barclays Interm Gov 062% 1.70% 2.39% 3.06% 4.24%
Total US Government 06/30/2009 $12,263,728 -$120,000 $88,280 $12,232,008 46.54% 47.00% 0.92% 2.73% 343% 4.71% 6.04%
Total US Fixed Income 06/30/2009  $12,263,728 -$120,000 $88,280 $12,232,008 46.54% 47.00% 0.92% 2.73% 3.43% 471% 6.04%
Barclays Interm Gov 062% 1.70% 2.39% 3.06% 4.28%
Total Fixed Income 06/30/2009  $12,263,728 -$120,000 $88,280 $12,232,008 46.54% 47.00% 092% 2.73% 3.43% 4.71% 6.04%
Barclays Interm Gov 062% 1.70% 2.39% 3.06% 4.28%
Preferred Securities
Preferred Securities
Preferred Securities
Stonebridge 01/12/2011 $1,598,188 $141,875 $57,677 $1,797,740 6.84% 5.00% 3.82% 1243% 15.75% 11.74%
ML Pref Stk Fix Rt 327% 12.81% 1501% 828% 9.58%
Total Preferred Securities 01/12/2011 $1,598,188  $141,875 $57.677 $1,797,740 6.84% 500% 3.82% 1243% 15.75% 11.74%
Total Preferred Securities 01/12/2011 $1,598,188  $141,875 $57.677 $1,797,740 6.84% 5.00% 3.82% 12.43% 15.75% 11.74%
ML Pref Stk Fix Rt 327% 12.81% 1501% 8.28% 9.58%
Tactical All Asset
Tactical All Asset
Tactical All Asset
Pimco 01/20/2012 $1,246,410 $150,000 $86,135 $1,482,544 5.64% 5.00% 6.75% 8.38%
CPl+4.5% 191% 588% 651% 748% 509%
Total Tactical All Asset 01/20/2012 $1.246,410 $150,000 $86,135 $1,482,544 5.64% 500% 6.75% 8.38%
Total Tactical All Asset 01/20/2012 $1,246,410  $150,000 $86,135 $1,482,544 5.64% 500% 6.75% 8.38%
CPl +4.5% 191% 588% 651% 748% 5.09%

*Inception retumns are calculated from the last day of the since inception month.
The inception date may or may not be coincident with the date that the UBS Institutional Consulting Group commenced providing performance reporting services to you
Please be sure to read the DISCLOSURE SECTION at the beginning of this report which contains important disclosures and disclaimers on the information provided to you in this report.
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Summary Statement 06/2012 09/2012

Market Net Cash  Investment Market Actual Target
B - Inception Value Flows Gain/Loss Value Allocation Allocation QTR YTD 1¥Yr  2Yr Inception
Real Assets / Infrastructure
MLP
MLP
Tortoise Capital 04/30/2012 $526,318 $100,000 $58,786 $685,105 2.61% 2.50% 10.86% 6.18%
Alerian MLP 889%% 6.92% 2250% 11.13% 4.06%
FAMCO 04/30/2012 $550,006 $100,000 $76,552 $726,558 2.76% 2.50% 13.59% 13.61%
Alerian MLP 889% 6.92% 2250% 11.13% 4.06%
Total MLP 04/30/2012 $1,076,325 $200,000 $135,338 $1,411,663 5.37% 5.00% 12.26% 9.90%
Total MLP 04/30/2012 $1,076,325 $200,000 $135,338 $1,411,663 5.37% 5.00% 12.26% 9.90%
Alerian MLP 889% 6.92% 2250% 11.13% 4.06%
Total Real Assets / Infrastructure 04/30/2012 $1,076,325 $200,000 $135,338 $1,411,663 5.37% 5.00% 12.26% 9.90%
Alerian MLP 889% 692% 2250% 11.13% 4.06%
Cash
US Cash
Cash
UBS Cash Account 06/30/2009 $13,181 -$13,156 $7 $32 0.00% 3.00% 0.03% 007% 007% 015% 0.17%
Barclays Treasury Bill 0.04% 008% 0.10% 0.13% 0.15%
Total US Cash 06/30/2009 $13,181 -$13,156 $7 $32 0.00% 3.00% 0.03% 007% 007% 0.15% 0.17%
Barclays Treasury Bill 004% 008% 0.10% 0.13% 0.15%
Total Cash 06/30/2009 $13,181 -$13,156 $7 $32 0.00% 3.00% 0.03% 0.07% 007% 0.15% 0.17%
Bardlays Treasury Bill 0.04% 008% 0.10% 0.13% 0.15%

*Inception returns are calculated from the last day of the since inception month.
The inception date may or may not be coincident with the date that the UBS Institutional Consulting Group commenced providing performance reporting services to you.
Please be sure to read the DISCLOSURE SECTION at the beginning of this report which contains important disclosures and disclaimers on the information provided to you in this report.
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Growth of a Dollar Analysis
June 30, 2009 Through September 30, 2012
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9/2009 312010 9/2010 3/2011 9/2011 312012 9/2012
Latest Month  Latest Quarter  Year To Date One Year Two Years Three Years Since Inception
Composite Portfolio $ 101 $ 104 $107 $111 $112 $123 $133
~— Policy Index $ 101 $103 $ 107 $112 $113 $122 $133
— Dynamic Index for Category Levels $101 $103 $ 107 $112 $113 $122 $132

The inception date may or may not be coincident with the date that the UBS Institutional Consulting Group commenced providing pe

Please be sure to read the DISCLOSURE SECTION at the beginning of this report which contains important disclosures and disdaimers

rformance reporting services to you.
on the information provided to you in this report.
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Time Weighted Rates of Return
June 30, 2009 Through September 30, 2012

14.00
13.00
12.00
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[ ] Total Portfolio

["] Policy Index

[ Dynamic Index for Category Levels
["17% Hurdle Rate

The inception date may or may not be coincident with the date that the UBS Institutional Consulting Group commenced providing performance reporting services to you.

Latest Month
1.49
1.16
1.14
0.57

Latest Quarter
3.79
3.09
3.24
1.71

Year To Date
7.11
7.31
7.40
5.21

One Year
11.03
12.44
11.87

7.00

Two Years Three Years
5.78 7.04
6.35 6.91
6.51 6.87
7.00 7.00

Since Inception
9.10
9.14
8.87
7.00

Please be sure to read the DISCLOSURE SECTION at the beginning of this report which contains important disclosures and disclaimers on the information provided to you in this report.

Page 10





Actual vs Target Asset Allocation
As of September 30, 2012

Actual Asset Allocation

US Large Cap Core
mLF‘fhl S Large Cap Value

Tactical AH Asset |

Preferred Securities <

US Large Cap Growth
U D Bt
’a
_ US SMID Vakse
US SMID CORE

Target Asset Allocation

US Large Cap Core
Cash u u{%’;e Cap Value
ML, Larze Cap Growth
Tactial Al Asset | ' }[ b/, B Growt
Prefemed Secusies » /USSMDVme
,1 I UsSMID CORE

e Intemagional
ts
i Intemational Emerging Markets Lo Intemational
. /’ - o Emerging Markets
US Govemment US Govemnment

Market Value Percent Market Value Percent Market Value Percent

o Actual Actual Target Target Difference Difference
US Government 12,232.0 46.5% 12,353.9 47.0% (121.8) (0.5%)
International Developed Markets 2,488.6 9.5% 3,154.2 12.0% (665.6) (2.5%)

Preferred Securities 1,797.7 6.8% 1,314.2 5.0% 483.5 1.8%

Tactical All Asset 1,482.5 5.6% 1,314.2 5.0% 168.3 0.6%

US Large Cap Value 1,453.9 5.5% 1,314.2 5.0% 1396 0.5%

MLP 1,411.7 5.4% 1,3142 5.0% 97.4 0.4%

International Emerging Markets 1,138.0 43% 788.5 3.0% 3494 1.3%
US SMID Value 1,018.0 3.9% 1,051.4 4.0% (33.4) (0.1%)

US Large Cap Core 897.2 3.4% 657.1 2.5% 240.1 0.9%

US SMID CORE 809.1 3.1% 788.5 3.0% 205 0.1%

US Large Cap Growth 808.0 3.1% 657.1 2.5% 1509 0.6%
US SMID Growth 7481 2.8% 788.5 3.0% (40.5) (0.2%)
Cash 0.0 0.0% 788.5 3.0% (788.5) (3.0%)

Total Fund $26,284.8 100.0% $26,284.8 100.0% $0.0 0.0%

Please be sure to read the DISCLOSURE SECTION at the beginning of this report which contains important disclosures and disdaimers on the information provided to you in this report.
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Opportunity Gains & Losses
June 30, 2009 Through September 30, 2012

Beginning Mkt Value
Contributions

Withdrawals

Interest And Dividend Income
Investment Earnings

Ending Mkt Value

Market Experience
Surplus/Deficit

Gross Time Weighted Return
Net Dollar Weighted Return

_ Latest Quarter

25,188,601.27
1,293,114.23
1,101,881.27
156,131.73
904,953.84
26,284,788.07
25,807,848.48
476,939.59

3.79
3.61

Year To Date

One Year

Three Years

Since Inception

24,441,818.80
6,732,468.94
6,493,390.35
511,140.72
1,603,890.68
26,284,788.07
25,963,471.13
321,316.94

7.1
6.51

23,623,378.16
6,738,067.37
6,498,838.39
741,181.53
2,422,180.93
26,284,788.07
25,526,543.20
758,244.87

11.03
10.19

20,885,019.56
17,978,878.84
16,804,073.68
2,352,326.88
4,224,963.35
26,284,788.07
26,890,197.98
(605,409.91)

7.04
6.17

18,873,667.76
19,882,195.41
18,206,565.19
2,587,221.34
5,735,490.09
26,284,788.07
25,434,150.06
850,638.01

9.10
8.12

The inception date may or may not be coincident with the date that the UBS Institutional Consulting Group commenced providing performance reporting services 1o you.

Please be sure to read the DISCLOSURE SECTION at the beginning of this report which contains important disclosures and disclaimers on the information provided to you in this report.
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Market Timing And Security Selection
June 30, 2009 Through September 30, 2012

Fund's Average Investment Exposure and Market Index Retumns

Latest Latest Year One Two Three Since

Month Quarter To Date Year Years Years Inception
Asset Class
Global Equity 35.17 35.32 38.17 38.53 41.54 42.60 42.48
Preferred Securities 6.74 6.52 6.15 5.96 4.81 3.21 2.96
Tactical All Asset 5.41 5.15 4.61 3.46 1.73 1.15 1.06
Real Assets / Infras 5.03 4.62 2.49 1.87 0.93 0.62 0.57
Fixed income 47.58 48.29 48.43 50.07 50.81 52.26 52.76
Cash 0.06 0.10 0.15 0.12 0.17 0.16 0.16
Asset Class Index Performance
Dynamic Index for Category Levels 2.75 6.38 13.79 24.75 10.07 9.82 14.63
ML Pref Stk Fix Rt 0.58 3.27 12.81 15.01 8.28 11.59 14.68
CPl+4.5% 0.40 0.80 2.52 2.01 2.98 2.35 2.20
Alerian MLP 1.99 8.89 6.92 22.50 1113 18.67 21.21
Bardlays Interm Gov -0.01 0.62 1.70 2.39 3.06 4.09 4.28
Bardays Treasury Bill 0.01 0.04 0.08 0.10 0.13 0.13 0.15
Total Portfolio and Benchmark Performance
Dynamic Index 1.14 3.24 7.40 11.87 6.51 6.87 8.87
Policy Index 1.16 3.09 7.31 12.44 6.35 6.91 9.14
Portfolio Return 149 3.79 7.1 11.03 5.78 7.04 9.10
Value Added By Manager
Market Timing -0.02 0.15 0.09 -0.57 0.16 -0.04 -0.27
Security Selection 0.35 0.54 -0.29 -0.84 0.73 0.17 0.24

The inception date may or may not be coinddent with the date that the UBS Institutional Consulting Group commenced providing performance reporting services to you.
Please be sure to read the DISCLOSURE SECTION at the beginning of this report which contains important disclosures and disclaimers on the information provided to you in this report
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Market Timing And Security Selection
June 30, 2009 Through September 30, 2012

Fund's Average Investment Exposure and Market Index Returns

Latest Latest Year One Two Three Since
Month Quarter To Date Year Years Years Inception
Total Value Added 0.33 0.70 -0.20 -1.4 -0.57 0.13 -0.04

The inception date may or may not be coinddent with the date that the UBS Institutional Consulting Group commenced providing performance reporting services to you.
Please be sure to read the DISCLOSURE SECTION at the beginning of this report which contains important disclosures and disclaimers on the information provided to you in this report.
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Market Timing And Security Selection
June 30, 2009 Through September 30, 2012
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Latest Month Latest Quarter Year To Date One Year Two Years Three Years Since Inception
Market Timing -0.02 0.15 0.09 -0.57 0.16 -0.04 -0.27
Security Selection 0.35 0.54 -0.29 -0.84 -0.73 0.17 0.24
B Total Value Added 0.33 0.70 -0.20 -1.41 -0.57 0.13 -0.04

The inception date may or may not be coindident with the date that the UBS Institutional Consulting Group commenced providing performance reporting services to you.

Please be sure to read the DISCLOSURE SECTION at the beginning of this report which contains important disclosures and disclaimers on the informatoin provided to you in this report.
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Capture Ratio Trend
September 30, 2009 Through September 30, 2012

—

Upside Capture Ratio (%
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o 0

Underperforms in |
Pos. & Neg. Periods

0 10 20 30 40 50 60 70 80 90 100 110 120 130
Downside Capture Ratio (%)
1 2 3 4
6/2012-9/2012 12/2011-9/2012 9/2011-9/2012 6/2009-9/2012

Up Periods 3.00 8.00 10.00 25.00
Upside Capture ROR 3.79 10.28 14.55 24.07
Policy Index 3.09 10.61 16.76 26.36

% Of Capture 122.54 96.87 86.84 91.31
Down Periods 0.00 1.00 2.00 14.00
Downside Capture ROR N/A -2.87 -3.07 -13.27
Policy Index N/A -2.98 -3.70 -15.98

% Of Capture N/A 96.30 83.08 83.07

The comparative benchmark used in this analysis is the Policy Index.
Please be sure to read the DISCLOSURE SECTION at the beginning of this report which contains important disclosures and disclaimers on the information provided to you in this report.
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Risk versus Reward Analysis
June 30, 2009 Through September 30, 2012

More Return - _~  More Ret
10.00] |ess Risk _ M2: Riilzjm
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Less Return Less Retum
-1.00] Less Risk More Risk
-1.00 0.00 1.00 2.00 3.00 4.00 5.00 6.00 7.00 8.00
Standard Deviation (Risk)
Return Std Dev Beta Alpha R-Squared
& St. Charles Police Composite Portfolio 9.10 _6.50 0.89 0.92 96.05
© Policy Index 9.14 7.18 1.00 0.00 100.00
B Dynamic Index For Category Levels 8.87 6.93 1.00 0.00 100.00

The comparative benchmark used in this analysis is the Policy Index.
Please be sure to read the DISCLOSURE SECTION at the beginning of this report which contains important disclosures

and disdaimers on the information provided to you in this report.
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Performance Profile

June 30, 2009 Through September 30, 2012

Ended [ Return Total # of Periods: 39
| Best Quarter 9/2009 | 8.23 # of Positive Periods: 27
| Worst Quarter 9/2011 -6.26 | # of Negative Periods: 12
| Best 4 Quarters 972012 11.03 |
Worst 4 Quarters 9/2011 0.77 |

Year '
Latest Latest To One Two Three | Since

| Month | Quarter Date | Year Years Years | Inception |
| Total Portfolio 149 379 711, 103| 578 704|910
| Policy Index 1.16 | 3.09 731 12.44] 6.35 | 6.91 | 9.14
| Excess 0.33 ] 0.70 _-0.20| -141! 057/ 013 -0.04]
| Riskless Index 001 004 0.08 0.10 0.13 013 015
| Real ROR 1.09 | 2.97 4.49] 885  2.71) 458 6.76
' | std Sharpe Relative Track Treynor Info
| Period _Retum | Dev  Ratio  Alpha | Beta | RSquared Risk | Emor  Ratio | Ratio |
One Year 1103| 543 201 0.96 | 081  9414] 083 18  1354| 074
| Two Years 5.78 | _5.82 0.97 034 085 94.31 | 0.88 | .70 663| 036
| Three Years 7.04 | 6.39 1.08 ] 0.89 | 088 9593 0.90 | 154 7.85 0.04
| Since Inception 9.10 | 6.50 138, 092/ ~ 089 9605 0.9 152 10.09) -0.06 |

The comparative benchmark used in this analysis is the Policy Index.
The inception date may or may not be coincident with the date that the UBS Institutional Consulting Group commenced providing performance reporting services to you.
Please be sure to read the DISCLOSURE SECTION at the beginning of this report which contains important disclosures and disclaimers on the information provided to you in this report.
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Total Portfolio Time-Weighted Rates of Return

June 30, 2009 Through September 30, 2012

ACCOUNT

Semi Since
Date Monthly  Quarterly  Annually Annually 06/2009
0772009 3.98 3.98
0872009 1.53 5.58
0972009 2.51 * 823 8.23
10/2009 080 * 7.36
11/2009 269 * 10.25
1212009 0.57 * 2.45 1087 * 1087 ~*
01/2010 092 * 9.85 *
0272010 1.36 * 1135 *
0372010 3.03 d 3.47 1472 *
04/2010 1.12 * 16.01 *
05/2010 -3.07 * 1245 *
06/2010 097 * -294 043 * 1135 ~*
0712010 3.12 1361 *
0872010 -099 * 1162 *
09/2010 4.35 6.54 1465 *
10/2010 1.28 1476 *
11/2010 0.31 * 1408 *
12/2010 2.65 = 429 111 * 1158 * 1525 *
01/2011 0.59 1481 *
02/2011 1.41 1498 *
0372011 0.58 = 2.60 1460 *
0472011 1.57 1487 *
0572011 -0.06 1414 *
0672011 -1.04 0.46 3.07 1292 *
07/2011 0.29 1222 *
08/2011 -2.36 1050 *
09/2011 -3.71 -6.26 8.26 *
10/2011 3.73 9.66
1172011 021 * 9.22 *
122011 0.14 3.66 -2.82 0.16 8.96 *
0172012 2.34 9.63
02/2012 204 * 10.15
0372012 0.14 458 9.88

The asterisks indicate those periods during which the Total Portfolio
The inception date may or may not be coindident with the date that
Please be sure to read the DISCLOSURE SECTION at the beginning of

over performed the Policy Index.

_ Policy Index o
Semi Since
Monthly Quarterly  Annually  Annually 06/2009
4.01 4.01
2.14 6.24
2.36 875 8.75
-1.00 7.67
2.64 10.51
0.33 1.95 10.87 10.87
-1.02 9.73
1.29 11.15
2.58 2384 14.02
0.93 15.09
-3.37 11.22
-1.28 -3.72 -0.98 9.79
3.87 12.89
-1.40 10.57
4.50 7.02 13.77
1.88 14.44
-0.67 13.00
2.58 3.81 11.10 10.01 14.16
1.06 14.12
1.42 14.33
-0.02 247 13.59
212 14.23
-0.02 13.56
-0.70 1.39 3.89 12.57
-0.46 11.79
-2.48 10.03
-3.92 -6.73 7.71
5.18 9.77
-0.74 9.08
0.37 478 -2.27 1.53 8.93
2.62 9.72
1.84 10.15
0.50 5.04 10.03

the UBS Institutional Consulting Group commenced providing performance reporting services to you.

this report which contains important disclosures and disdaimers on the information provided to you in this report.

Page 19





Total Portfolio Time-Weighted Rates of Return
June 30, 2009 Through September 30, 2012

Policy Index

ACCOUNT L

Semi Since
Date __Monthly Quarterly Annually Annually  06/2009
04/2012 009 * 9.61
05/2012 -2.87 8.24
06/2012 1.51 -1.31 3.20 8.55
07/2012 1.22 8.73
082012 1.04 8.85
09/2012 1.49 379 * 9.10

The asterisks indicate those periods during which the Total Portfolio over performed the Policy Index.

Monthly

Quarterly

0.04
-2.98
2.10
0.68
1.22
1.16

-0.90

3.09

Semi

Annually Annually

Since
~ 06/2009

4.09

The inception date may or may not be coincident with the date that the UBS Institutional Consulting Group commenced providing performance reporting services 10 you.
Please be sure to read the DISCLOSURE SECTION at the beginning of this report which contains important disclosures and disclaimers on the information provided to you in this report.

9.74
8.32
8.83
8.82
9.00
9.14

Page 20





Rebalancing Worksheet

11/30/2012

St Charles Police Penslon Fund

Based on Total Investable Dollars Net of Reserves

11/29/2012 IPS TAA Range Current Proposed Current % IPS TAA Rebalance Proposed TAA Cash New Balance New %
Manager/Fund Balance Target % +or- TAA TAA of Investable Vlolation? Devlatlon? Needed Correction  Balanced? Balance
Atalanta Sosnoff ~ $890,200 3.4% ($75,000) $21,842
Cambridge Financial ~ $816,638 3.1% ($75,000) $11,811
Cambiar LCV ~ $742,791 2.8% ($50,000) $31,321
Davis New York LCV 686,906 2.6% ($200,000)
Total US Large Cap $3,136,535 10.0% 5.0% 10.0% 10.0% 11.9% NO YES ($506,000) ($400,000) YES $64,974 $2,736,535 10.4%
Penn Capital SMID Core  $793,713 3.0% $10,924
Apex Capital/Sm Cap  $753,245 2.9% $36,054
Maody Aldrich All Cap Value  $1,020,113 3.9% $48,075
Total US Small/Mid Cap $2,567,071 10.0% 3.0% 10.0% 10.0% 9.8% NO NO $63,000 $0 YES $95,053 $2,567,071 9.8%
First Eagle Overseas Fund  $575,876 2.2% ($50,000)
Columbia Acomn Intl 1,070,729 4.1% ($100,000)
Thomburg Intl Value Fd  $870,188 3.3% ($50,000)
Glovista Emerging Markets  $1,160,422 4.4% ($50,000) $11,267
Total International Mkts $3,677,215  15.0% 5.0% 13.0% 13.0% 14.0% NO NO ($258,000) ($250,000) YES $11,267 $3,427,215 13.0%
Stonebridge Advisors  $1,798,189 6.8% $22,720
Preferred Securities $1,798,189 5.0% 5.0% 7.0% 7.0% 6.8% NO NO $43,000 $0 YES $22,720 $1,798,189 6.8%
Torfoise Advisors - MLPs ~ $686,311 2.6% $15,673
FAMCO MLPs _ §720.454 2.7% $11.686
Real Assets/Infrastructure $1,406,765 5.0% 5.0% 5.0% 5.0% 5.3% NO NO ($91.,000) 50 YES $27,359 $1,406,765 5.3%
PIMCO All Assat  §1,503,159 5.7% $1,147
Opportunistic TAA $1,503,159 5.0% 5.0% 6.0% 6.0% 5.7% NO NO $75,000 $0 YES $1,147 $1,503,159 5.7%
Pacific Income Advisors  $5,843,360 22.2% $100,000
C.S. McKee $6,372,978 24.2% $100,000
UBS Cash Account $31 i 0.0% $450,000
Total Fixed Income $12,216,3689 50.0% 45.0% 49.0% 49.0% 46.4% NO NO $673,000 $650,000 YES $0 $12,866,369 48.9%
Total Managed $26,305,303  100.0% 100.0% 100.0% 100.0% $0 0.85% $24,898,538  100.0%
[ New FisCash: __ 49.8% |
Total Investable Value $26,305,303 Cash Flow Requirements

Manthly Distribution: $(150,000)
Monthly Contribution: $ -

Monthly Net Flows: $( 150,{]00)'
DOI Compliance Balances Quarterly Net Flows: $(450,000)
Fixed Income/Cash 46.44% + Reserve Allowance $ -
Cash held by mngrs 0.85% Target Balance: $ 450,000
total fixed income 47.29%
|Managed Accounts 34.82% Cash Available: $31
Mutual Funds/ETFs 17.89%
total other 52.72% Cash Suplus/(Deficit): (5448 969)
TOTAL 100.00% '
The and

data ined herein have been obtained from sources we believe reliable but are in no way

completeness. This report is intended to be an analysis and should not be relied upon for accuracy unless it conforms with the official records of the firm. Accordingly, you should

** Omnibus balance less current month's net flow.

d by us as to

rely on the monthly statement as the official record of your valued UBS Financial Services, Inc. account.

or

34





St Charles Police Pension Fund
Statement of Cash Flow Rebalancing Policy
Adopted Date: January 27th, 2004

| Pension Fund will start monthly transfers in the amount of $150K starting April 2012 |

Cash flow policy: (Pension Payments ~ $152,000/month) Updated as of September 6th, 2012 Pension Fund Mtg

(Pension Contributions ~ $32,000/month)

1. The fund is in negative cash flow requiring approximately $360,000 per quarter from investments
2. Funds will be made available first at the time of rebalancing and secondly through the liquidation of investments.
3. UBS will wire funds monthly to The Private Bank for pension payroll, upon receipt of documented figures.

Rebalancing Policy:

1. Rebalancing shall be considered Quarterly after review of the Quarterly Statement

2. A balance of $50,000 shall be maintained in the Omnibus account in addition to cash flow needs.
3. Any security held in violation of the 5% position limit per the IPS will be pared back to 5%

4. Managers above |PS Range shall be instructed to sell back to IPS Range.

5. Funds will be reallocated first to managers out of IPS Range

6. Remaining funds will be allocated to managers within IPS Range

7. Current economic conditions and market trends shall be considered at the time of rebalancing.

Letters of Authorization:

1. Standing LOA to authorize rebalancing. On File: Dtd June 3, 2004

2. Standing LOA to authorize quarterly redemptions from appropriate managers On File: Dtd June 3, 2004
3. Standing LOA to authorize UBS to wire funds monthly to The Private Bank for pension expenses

as instructed by your fund-On File: DTD March 22, 2012

The information and statistical data contained herein have been obtained from sources we believe reliable but are in no way warmranted by us as lo accuracy or
completeness. This report is intended to be an analysis and should not be relied upon for accuracy unless it conforms with the official records of the firm. Accordingly, you should
rely on the monthly statement as the official record of your valued UBS account.
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PENN Capital Management: SMid Cap

Performance Evaluation

Penn Capital has lost its mojo. The strategy has
always exhibited higher-than-market volatilty and for a
time investors were rewarded for assuming the extra
risk. However, since that time the strategy has
faltered and is well into on ongoing trend of
underperformance. This has been the result of poor
stock selection and a process that seeks to identify
"capital structure catalysts" where none may exist, or
will take an inordinate time to realize; more time than
we feel the strategy can make up for relative to its
benchmark.

Trailing Returns

Mng Bmk  Excess
YTD 8.79  14.33 -5.54
1 Month 1.94 2.60 -0.67
3 Months 4.43 5.57 -1.14
6 Months -5.59 1.19 -6.78
1 Year 2402 3093 -6.92
3 Years 7.00 14.06 -7.07
5 Years -2.63 2.80 -5.43
Calendar Year Returns
Mng Bmk
2003 56.86 45.51
2004 26.76 18.29
2005 21.38 8.1
2006 21.04 16.16
2007 4.56 1.38
2008 -50.36 -36.79
2009 54.27 34.39
2010 3578 26.71
2011 -16.96 -2.51
Relative Performance - 5 Year
Mng

Sharpe Ratio 0.03

Excess -0.63

Alpha, % -4.90

Beta 117
R-Squared, % 93.08

Up Mkt Capture Ratio, % 107.34

Down Mkt Capture Ratio, % 119.41

Batting Average 0.42

Performance Statistics - Jan-03 to Sep-12

Mng Bmk
Average Return, % 0.90 0.83
Batting Average 0.54 0.00
Best 3 Months Mar-09 - May-09 Mar-09 - May-09
Best 3 Month Return 41.46 29.78
Worst 3 Months Sep-08 - Nov-08 Sep-08 - Nov-08
Worst 3 Month Return -47.37 -37.00
Average Gain, % 5.13 4.14
Average Loss, % -5.74 -4.82
Gain Frequency, % 62.39 64.10

Date as of Benchmark
September 28, Russell 2500 Index
2012
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© 2012 Markov Processes International LLC. / Morningstar, inc. All Rights Reserved. The information contained herein: (1) is
proprietary to Morningstar and/or its content providers; (2) may not be copied or distributed; and (3) is not warranted to be

accurate, complete or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising
from any use of this information. Past performance is no guarantee of future results.





4 Vanguard

Vanguard Extended Market ETF

As of September 30, 2012

Investment approach

e Seeks to track the performance of the S&P Completion Index.

¢ Mid- and small-cap equity diversified across growth and value styles.

e Employs a passively managed, full-replication strategy where possible.
¢ The fund remains fully invested.

* Low expenses minimize net tracking error.

About the benchmark

« The S&P Completion Index represents mid- and small-capitalization stocks in
the U.S. equity market.

« Developed by Standard & Poor's to complement the large-capitalization S&P
500 Index.

Performance history
Total returns? for period ending in Septermber 30, 2012

Year Since
VXF (Inception 12/27/2001) Quarter todate 1year 3years byears 10years inception
Net asset value (INAV) return®  5.67% 14.86% 30.40% 14.08% 2.74% 11.02% 7.62%
Market price return? 6.67 1486 30,69 14.07 273 11.02 7.62
Spliced Extended Market 559 1488 3037 1398 260  10.91 7.57

Index

Dow Jones Wilshire 4500 Index through June 17, 2005; S&P Transitionel Completion Index
through September 16, 2005; S&P Completion Index thereafter.

The performance data shown represent past performarce, which is not a guarantee of future
results. Investment raturns and principal value will fluctuats, so investors’ shares, whan sold,
may be worth more or less than their original cost. Current performance may be lower or
higher than the parformance data cited. For performance data current to the most recent
month-end, visit our wabsite at vanguard.com/performance.

Investors cannot invest directly in an index.

Investment Products: Not FDIC Insured ® No Bank Guarantee ® May Lose Value

Investment focus

Value Growtn

Market Cap

Large

' Small

Style

Quick facts

Benchmark

Expense ratio
30-day yield (SEC)
Dividend schedule
ETF total net assets
Fund total net assets
Inception date

Trading information
Ticker symbol

CUSIP number

11V (intra-day ticker)
Index ticker (Bloomberg)
Exchange

* $&P Completion Index represents mid- and small-capitalization stocks. Complements the large capitalization S&P 500 Index.
! As reported in the most recent prospectus. A fund's current expense ratio may be lower or higher than the figure reported in the prospectus,

2 Figures for periods of less than one year are cumulative returns. All other figuras represent average annual returns. Fund Performance figures assume the
reinvestment of dividends and capital gains distributions; the figures are pre-tax and net of expenses. The above widely used comparative index represents
unmanaged or average returns on various financial assets that can be compared with the fund's total returns for the purpose of measuring relative

performance.

3 As of 4 p.m., Eastern time, when the regular trading session of the New York Stock Exchange typically closes.
4 Market price returns are calculated using the midpoint between the bid and offer prices at the time NAV is calculated, typically 4 p.m., Eastern time.

@ Contral tendency

Expected range
of fund holdings

S&P Completion Index*
0.14%

1.1%

Annually

£1,394 million

$23,048 million
Decamber 27, 2001

VXF
922908652
VXF.IV
SPTRCMI
NYSE Arca





Vanguard Extended Market ETF

VXF
As of September 30, 2012
Expensa ratlo comparison’ ETF attributes Vanguard
Extended Market  S&P Completion
ETF Index
1.268% Number of stocks 3,027 3,264
Median market cap $2.78B $2.78 Talk with your advisor
Price/earnings ratio 22.9x% 22.9x to learn more about
Price/book ratio 2.0x 2.0x
Return on equity 9.8% 9.8% Vanguard ETFs®, the
G50 Earnings growth rate 8.8% 8.9% low-cost exchange-
0.14% Foreign holdings 0.5% 0.0% traded funds driven by
. Turnover rate2 14.2% — Vanguard's leading
"y . ation3 9 9 i = .
o A wr B indexing expertise.
Average Average Market ETF
Ten largest holdings and % of total net assets® Sector diversification as % of common stock®
General Motors Co 0.6%  Consumer Discretionary 16.4%
Las Vegas Sands Corp 0.6 Consumer Staples 3.4
Liberty Global Inc 05 Energy 6.1
Vertex Pharmaceuticals Inc 0.4 Financials 21.2
Liberty Media Corp - Liberty Capital 0.4 Health Care 1.4
Dollar General Corp 0.4 Industrials 16.0
Regeneron Pharmaceduticals Inc 0.4 Information Technology 15.8
Facebook Inc 0.4 Materials 5.8
Sirius XM Radio Inc 0.4 Telecommunication Services 1.0
Equinix Inc 0.4 Utilities 3.9
Top ten as % of total net assets 45%

' Represents the expense ratio for the Vanguard ETF as reported in most recent prospectus. There are material differences betwesn mutual funds and ETFs. Unlike
mutual funds, ETFs are priced continuously and bought and sold throughout the day in the secondary market (at a premium or discount to net asset value) with the
assistance of a stockbroker, which entails paying commissions. Sources: Lipper, a Thomson Reuters company, and Vanguard, December 31, 2011,

? For most recent fiscal year. Turnover rate excludes the value of portfolio securities received or delivered as a result of in-kind purchases or redemptions of the
fund's capital shares, including Vanguard ETF Creation Units.

3 A measure of the volatility of a fund—based on the fund's last three years of monthly returns—used to indicate the dispersion of past returns. A higher standard
deviation means a greater potential for volatility. For funds with less than 36 months of performance history, standard deviation is not calculated.

“The holdings listed exclude any temporary cash investments and equity index products.

®Sourced from MSCL.

Vanguard ETF Shares are not redeemable with the issuing fund other than in Creation Unit aggregations. Instead, investors must buy or sell Vanguard ETF Shares in
the secondary market with the assistance of a stockbroker. In doing so, the investor may incur brokerage commissions and may pay more than net asset value
when buying and receive less than net gsset value when seliing.

All ETF products are subject to rlek, which may result In the loes of princlpal. Prices of mid- and small-cap ETF products often fluctuate more than those
of large-cap ETF products.

Standerd & Poor's®, S&P®, S&P 5008, Standard & Poor's 500, 500®, S&P MidCap 400®, and S&P SmallCap 600® are registerad trademarks of Standard & Poor's
Financial Services LLC("S&P") and have been licensed for use by The Vanguard Group, Inc. The Vanguard ETFs are not sponsored, endorsed, sold or promoted by
S&P or its Affiliates, and S&P and its Affiliates make no representation, warranty, or condition regarding the advisability of buying, selling, or holding units/shares in
the ETFs.

For more Informatlon about Vanguard ETF Shares, visit vanguard.com, call 866-499-8473, or contact your broker to obtain a prospectus. Investment
objectives, risks, charges, expenses, and other important information are contained in the prospectus; read and consider it carefully before Investing.

© 2012 The Vanguard Group, Inc. All rights reserved. U.S. Pat. No. 6,879,964 B2; 7,337,138; 7,720,749; 7,925,573; 8,090,646.
Vanguard Marketing Corporation, Distributor. FA0965_0912
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Domestic Equity

Overall, U.S. equity markets performed well in the third quarter of 2012 with
the major indices experiencing positive returns. The Dow Jones Industrial
Average (+5.02%), S&P 500 (+6.35%), and the tech-heavy NASDAQ
Composite (+6.50%) all experienced increases in the third quarter. Value-style
stocks (Russell 3000V +6.44%) experienced larger increases than growth-style
stocks (Russell 3000G +6.01%). Both large and small capitalization stocks
experienced positive returns, with large-cap stocks showing larger increases as
represented by the large-cap Russell 1000 Index (+6.31 %) and the small-cap
oriented Russell 2000 Index (+5.25%).

International Equity

International markets also experienced positive returns, which were larger than
the increases in the U.S. equity market. The MSCI EAFE increased (+6.98%)
compared with the increases to the Dow Jones Industrial Average (+5.02%)
and S&P 500 (+6.35%). Emerging market stocks experienced the largest
increase in performance, as represented by the MSCI Emerging Market Index
(+7.89%), compared to the positive performance in the International
Developed indices (MSCI EAFE +6.98%).

Domestic and International Fixed Income

Overall domestic fixed income indices significantly underperformed equity
markets. The U.S. bond market experienced small growth as demonstrated
by the Barclays Aggregate Index (+1.58%) and the Barclays U.S. Treasury
(+0.57%). International fixed income experienced larger positive returns than
the U.S. bond market, with increases in both the Barclay Global Aggregate ex

% UBS US (+4.37%) and the Citigroup World Government Bond ex US (+3.98%).
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Broad markets performance
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Domestic fixed income performance
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To receive the detailed UBS Quarterly Market Review, please contact your UBS Institutional Consultant.
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Market Performance Report

September 30, 2012

2012 quarterly returns Annualized returns ending 9/30/2012

Index YTD Q1 Q2 Q3 Q4 1Yr 3Yrs 5Yrs 7Yrs 10Yrs
S&P 500 1644 1259 275  6.35 3020 1320 105 448 801
DIIA 1219 884  -1.85  5.02 2652 1445 216 629  8.60
NASDAQ Comp 2065 1896  -478  6.50 3053 148 392 642 1117
Wilshire 5000 1616 1290  -3.10  6.18 3024 1344 150 483 874
Russell 3000 1613 1287  -315  6.23 3020 1326 130 460  8.49
‘Russell 3000G 1659 1458  -402  6.01 2935 1469 322 578 857
Russell 3000V 1564 1116  -226  6.44 31.05 118 -072 332 828
Russell 1000 1628 1290 312 631 3005 1327 122 460 835
‘Russell 1000G 1680 1469 402  6.11 . 2019 1473 324 580 841
Russell 1000V 1575 1112 220 651 3092 1184  -090 328 817
Russell 2000 1423 1244 347 525 . 3191 1299 221 468 1017
‘Russell 2000G 1408 1328 -394 484 3118 1419 296 552 1055
Russell 2000V 1437 1159  -301 567 3263 1172 135 374 968
Russell Mid Cap 1400 1294  -440 559 2803 1426 224 538 1118
Russell Mid CapG 13.88 1452 560 535 2669 1473 254 566 1111
Russell Mid CapV 1403 1141 326 580 2928 138 173 484 1096
MSCI EAFE 1059 1098 685  6.98 1433 259 477 233 869
MSCl Emerging Mkts  12.33 1414 877  7.89 1733 596 098 897 17.37
BC Aggregate 399 030 206 158 516 619 653 592 532
BC Int Aggregate 337 066 132 136 431 534 596 556 494
BOAMLC/G13yr 128 045 024 058 152 201 327 370 321
BC IGC 353 061 148 140 440 518 571 536 476
BC GC 443 008 256 173 566 650 663 593 539
BC US Treasury 208  -129 283 057 299 541 624 569 481
BC Gov 208  -112 263 059 295 515 601 557 474
BC US Credit 825 204 246 354 1009 873 790 671 645
BC Global Aggregate ~ 4.82  0.87 062  3.27 507 504 622 607 645
BCGlobal AggregateUs 5.18 116 038 437 480 428 598 612 730
BC Muni 606 175 188  2.32 832 599 606 540 503
BC Agency 204  -004 129 078 260 370 503 495 435
BC Mortgages 280 057 108 1.3 371 499 635 590 524
BC ABS 320 066 130 121 346 505 469 452 =
BOAMLHighYield 1191 505  1.88 458 1882 1257 897 863 1061
'CG ToBill (90 Day) 005 001 002 002 005 009 064 179 173
CG WId Gov Bond 341 051 092 299 329 429 645 615  6.71
CGWId GovBondxUS 396 022 020  3.98 346 402 656 631 727

This report Is prepared by UBS Financial Sei
Statistics and has not been independently verified by UBS Financial Se
actual strategies. The past performance of indexes is not a guarantee
deductlon for advisory fees or other expenses that would reduce actual

sale of any security.

rvices Inc. and s for informational purposes only. The info
rvices Inc. Index information re

rmation contained herein has been obtained from Russell Mellon, Bureau of Labor
lates 1o historical performance of market indexes and not the performance of
of future results, because each index reflects an unmanaged universe of securities and does not include any
| returns. Individuals cannot invest directly in an index. This does not constitute a solicitation for the purchase or
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Market Outlook

Risk and reflation

A subpar economic recovery process, ongoing sovereign
debt crisis within the eurozone and festering tensions
across much of the Middle East vividly illustrate the
challenges associated with debt deleveraging and political
leadership transitions in 2012. But it has been the actions
of central bankers around the globe that have ultimately
played the more important role in determining the
outcome for markets this year. So in a contest that has
pitted risk vs. reflation (actions by the government to
stimulate the economy), reflation has thus far won out.

The macro environment is still challenging and the political
outlook remains uncertain, according to UBS Wealth
Management Research Americas (WMR) analysts. They
look for continued sluggish growth, episodic increases in
market volatility and less uniform performance prospects
across risk assets. However, the deepening commitment by
central bankers toward reflationary policies suggests that
the risks of either a global economic contraction or a sharp
sell-off within financial markets are limited.

Absence of malice. The summer-long rally in stocks and
corporate bonds appears to have been driven in large
part by the lack of bad news. While there was still plenty
of drama around the globe, the absence of any currency
breakups, political blowups or market meltdowns touched
off an impressive relief rally across risk assets. But for
markets to extend the rally from here, says WMR, more
will be required than just a lack of bad things happening.

Market participants will need to see some progress in these
areas: 1) an improvement in global macro conditions; 2)
continued easing of eurozone political risks; 3) agreement
on the U.S. fiscal cliff; 4) signs that Chinese policymakers
are poised to ease monetary and fiscal conditions; and

5) evidence that corporate profits are set to reaccelerate.
So as we wait for some clarity on how each of these
factors plays out over the balance of the year, WMR says,
attention will continue to center on the actions of the
world’s central banks. Effective reflation efforts will be
crucial as elected officials seek to address mounting public
sector deficits and structural changes without jeopardizing
the global expansion.

All together now. Monetary policy officials for most

of the major central banks around the world made their
presence most forcefully felt during the third quarter and
have shifted to aggressive monetary easing an important
source of support for both the real economy and global
financial markets. The ECB announced a new program

designed to ease the pressure of escalating funding costs
for critically vulnerable peripheral eurozone countries by
directly targeting the government bond risk premiums
associated with a eurozone breakup. In the U.S., the

Fed initiated a third phase of quantitative easing (QE3)
amid continued disappointing labor market conditions.
While the impact on the economy is uncertain, the Fed's
actions suggest that it has moved well beyond easing of
credit channels, and is instead implicitly targeting outright
increases in the level of nominal economic activity as a
policy objective.

Risks haven't gone away. There is still a persistent set
of risk factors. Neither political party has shown much
appetite for compromise as far as the U.S. fiscal cliff, so
there is still risk that negotiations could break down. There
is also the potential that a deal might come only after the
beginning of 2013, so there could still be a temporary
fiscal shock. Also, as U.S. corporate profit margins are near
historically high levels, emerging market growth prospects
are increasingly subdued and further efficiency gains are
likely to be more modest, companies will have a tougher
time beating consensus estimates going forward.

As far as troubles in the eurozone, the ECB has provided
relief to beleaguered peripheral eurozone debt markets,
yet the respite could turn out to be an uncomfortably short
one. ECB President Mario Draghi has continued to insist on
certain conditions in exchange for ECB action, including
the need for vulnerable countries to formally request

the support of the European Stability Mechanism. WMR
feels the Chinese economy is bottoming out following

an extended soft patch. However, the ongoing impact
from the European crisis coupled with both a leadership
transition and lagging impact from policy tightening,
suggests the risks of a hard landing are not negligible.
Apprehension about escalation of conflict between Iran
and Israel continues to persist. After the election, Israel
may feel compelled to act if efforts by western powers to
force Iran to abandon its program to weaponize nuclear
capabilities are unsuccessful.

Reflation news largely priced in. In view of the tug of
war between investors’ fear of the risks highlighted above
and their propensity to take comfort in the reflationary
effort by policymakers, the question is how much of the
good reflationary news has already been incorporated

into asset prices and how much the risks will contain any
further upside. WMR believes that the repricing of equities
has largely taken place. It feels the low-growth, high-risk
environment suggests historical equity valuation levels
need to be adjusted downward to gauge the attractiveness
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of equities. For the S&P 500fs PE ratio on forward earnings,
a range of 12 to 14 times would appear fair compared

to its long-run historical average of 15 times. Based on
WMR's expectations for earnings over the next year,

the PE for U.S. stocks is close to the top of that range at
13.5, suggesting limited upside. Moreover, with market
participants having shifted from being overly cautious to
somewhat complacent about the risks, WMR believes the
risks of a pullback into year-end are significant.

Asset class implications. WMR continues to recommend
a neutral tactical allocation to global equities, i.e., investors
should remain allocated in line with their long-term-
oriented benchmarks, but not beyond. From a regional
perspective, it prefers the U.S. market for its defensive
character and more stable growth prospects, and
emerging markets for deep value and long-term growth
potential. WMR has turned less cautious on eurozone
assets given the reduction in tail risks on the back of the
ECB’s commitment to provide a backstop.

WMR downgrades fixed income from a moderate
overweight to neutral, reflecting its belief that, following
the recent dollar sell-off, currencies have readjusted to
levels it considers fair. It no longer has a preference for
U.S. dollar-denominated bonds vs. foreign bonds. Within
U.S. dollar bonds, it prefers higher-yield, credit-sensitive
paper in the corporate sector (both investment-grade and
high-yield), while reducing its recommended position in
emerging market sovereign bonds denominated in dollars,
following their strong performance.

Let’s talk about it

The above was condensed from WMR's quarterly
Investment Strateqy Guide, “Risk and reflation,”
September 27, 2012. For a copy of the report, please
contact your UBS Institutional Consultant.

U.S. Office of Public Policy
Washington Watch

Under the dome: Third Quarter 2012 select
highlights

The UBS U.S. Office of Public Policy, located in Washington,
D.C., publishes a weekly brief report on major public policy
and political developments from Washington. This quarterly
summary identifies select issues from the weekly reports with
afocus on financial services, tax and regulatory measures that
may affect UBS and our clients.

High-Priority Financial Services Issues

Playing TAG. During consideration of the Dodd-
Frank Act last year, there was concern that given the
instability in the banks, there would not be a safe place
for corporations to place their cash. Lawmakers moved
then to create the Transaction Account Guarantee
(TAG) program within the Federal Deposit Insurance
Corporation (FDIC), which provides for temporary and
unlimited deposit insurance for noninterest bearing
transaction accounts at FDIC-insured banks. This
provision is scheduled to expire on December 31, 2012
and some large banks and a larger number of smaller
community banks are promoting an extension of this
unlimited insurance program so that corporations will
continue to keep their accounts with these banks. Since
many lawmakers view the program as a giveaway to

big banks, we believe it is very unlikely that it will be
extended. However, the involvement of community
banks in supporting the program will keep the issue in
play since they have some lobbying clout, and we are
reticent to rule out the extension completely.

Capital Standards Not So Helpful? FDIC Director
Thomas Hoenig made some surprising comments
concerning implementation of new Basel Il standards in
the U.S. While a number of Members of Congress and
regulators (foreign and domestic) have been pushing
the benefits of heightened capital standards, Director
Hoenig said in September that absent a delay to revisit
the proposal, “the United States should not implement
Basel lll, but reject the Basel approach to capital and go
back to the basics.” Basel |l would have banks hold up
to three times more capital than under the current Basel
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Il standards. Hoenig argues that the current proposal’s
complexity would reduce—not enhance—capital
transparency for the largest banks and would harm and
not help the condition of small- and medium-sized banks.
As U.S. regulators look to achieve consensus on how or
whether the U.S. should apply Basel il to U.S. banks, the
FDIC Director’s views will carry some weight.

Financial Transaction Taxes. A new proposal to tax
financial transactions was unveiled by seven House
Democrats in late September. It would impose a 0.5%
tax on stock transactions, 0.1% on bonds and a 0.005%
tax on derivatives, raising, according to the sponsors,
“billions” in tax revenue to be invested in health care,
education and infrastructure. A solid bipartisan group

in Congress opposes the enactment of a financial
transaction tax at this time, and Treasury Secretary Tim
Geithner has also expressed reservations. Investors and
the financial services industry can‘t take this opposition to
the bill for granted since the makeup of Congress could
change after this year’s elections and Secretary Geithner is
expected to step down from the helm at Treasury. Throw
in activity in various parts of Europe to advance their own
financial transaction taxes, and current U.S. opposition to
such a tax may weaken. Combine those developments
with a potential tax overhaul in 2013 as well as persistent
deficits, and transaction tax proposals in the U.S. will
continue to be a serious part of the policy debate in
Washington.

Pre-Election Volcker Action. Before the JPMorgan
Chase trading losses were made public, the consensus in
Washington was that regulators were likely to make major
changes to soften the implementation of the Volcker Rule,
especially with respect to defining proprietary trading

vs. market making. Major changes would require a re-
proposal of the rule, and this would have likely occurred
after the November elections. However, after the losses,
regulators have been having a different conversation—
how quickly should they finalize the majority of the
original proposal and strengthen it in some places. If
regulators wait until after the election to finalize the

rule, there is still a chance they may soften some of the
original proposal while accounting for the issues raised by
the JPMorgan Chase losses. However, if requlators issue
a final rule before the election, we would expect it to
resemble the original proposal, or a strengthened version.
Watch for this to be used potentially as an election-year
talking point on how Washington is getting tougher on
Wall Street.

Other Issues

Capital Gains. We've written here before about

the debate over dividend tax rates in Washington. In
particular, we believe if there is to be a near-term
compromise on future dividend tax rates, a 20% rate

is more likely than a potential top rate of 39.6%. The
long-term capital gains rate is scheduled to increase from
15% to 20% for most taxpayers in 2013. We continue
to believe that an extension of the current 15% rate for
most taxpayers is the more likely outcome, but only for

a number of months (6-12), with the anticipation that
broader tax reform will be attempted in 2013. Congress
recently examined the capital gains rate in anticipation of
that reform effort. While no solutions were expected or
achieved in the hearing, we noted a significant amount of
discussion around linking or narrowing the gap between
income and capital gains rates. Of course for some
lawmakers that means reducing income rates closer to the
current investment rates, while for others it means raising
the investment rates to meet the higher income rates. /t
is too early to glean much from these discussions, but any
agreement, if only on general goals, can be a small step
closer to law.

Tax Extenders. There is a desire by many on Capitol

Hill to extend, as soon as possible, expired and targeted
tax provisions that are outside of the so-called “Bush tax
cuts,” such as the research and deduction tax credit for
companies and the ability for individuals to donate up to
$100,000 from an IRA to charity. Since this “extender”
package of dozens of small but expired provisions is likely
to be addressed by the end of the year anyway, the logic
of doing it earlier is hard to argue. However, unlike in
years past, certain measures are expected to be sacrificed
and not extended in the name of deficit reduction this
winter; one such provision ripe for expiration is the
ethanol tax credit. Other increasingly vulnerable policies
such as the wind energy production tax credit have
lawmakers divided. That division means a deal remains
more likely after the election than before.

Let's talk about it
To regularly receive the Washington Weekly report, please
contact your UBS Institutional Consultant.
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Institutional Investment Profile

Your responses to the questions in this profile will assist your UBS Institutional Consultant in better understanding the needs
and goals of your Organization/Plan. This questionnaire is not intended to immediately address every issue affecting your
Organization/Plan, but is intended to serve as a tool in the overall process and to foster conversation between you and your
Institutional Consultant regarding the issues that are important to your Organization/Plan.

Section I:

Organization/Plan Information

Name

Federal Tax ID Number

Address

City State

Zip Code

Primary Contact Information:
Name

Title

Phone Number

Purpose of Fund/ Goals of the Organization

Type of Organization/Plan:
Foundation

Endowment
DefinedBenefit

Defined Contribution
Health & Welfare
Operating
Profit-Sharing
Insurance

Other (please describe)

Type of Plan Sponsor:
Corporation
Not-for-Profit
Taft-Hartley
Insurance

Public
Other (please describe)

Date of Fund Inception:






Institutional Investment Profile

Please list below the Trustees and/or Committee members responsible for the investment decisions of this
Organization/Plan?

Name Title

Who are the other professionals associated with this fund
(administrator, actuary, attorney, etc)?

Plan
Administrator

Primary Contact Phone Number

Other Firm

Primary Contact Phone Number

Other Firm

Primary Contact Phone Number
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Section Il:

Organization/Plan Funding Information

How is the Organization/Plan funded?
Donations
Endowment
Sponsor Contributions
Employee Contributions
Other(describe)

What are the current average annual net contributions? (Contributions less Withdrawals)
Net Contributions or Net Withdrawals

Over the next five years do you anticipate the annual contribution to:
Increase
Remain Stable

Decrease
Net Withdrawal

If the fund is a qualified retirement plan:
How many participants are covered by the plan?

What is the average age of the participant?

What percentage of the participants is within 5 years of retirement?

If the fund is a defined benefit plan and has already received an actuarial analysis, please indicate the most recent
information for the following:

Actuarial valuation of assets?

Actuarial valuation of liabilities?

Actuarial discount rate?

The funded ratio?

Number of active participants?

Number of retired participants?

If the fund is an endowment or foundation:

What amount of income is necessary from the fund to meet your spending requirements?

How often will you be making withdrawals from this fund?
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Do you have an Investment Policy Statement in place?

If so, please describe.

Do you have a current spending policy in place?

If so, please describe.

Total Fund's Market Value is

as of

Current Asset Allocation:
Equity

Domestic Large Cap

Domestic Small/Mid Cap

International

Emerging Markets

Fixed Income

Domestic

International

Cash & Equivalents

Other (describe)

(date).
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Who are the investment management firms currently managing the assets of your Organization/Plan?

Management Firm/Fund

Asset Class

Inception

Market value of assets (as of date)

Management Firm/Fund

Asset Class

Inception

Market value of assets (as of date)

Management Firm/Fund

Asset Class

Inception

Market value of assets (as of date)

Management Firm/Fund

Asset Class

Inception

Market value of assets (as of date)

Management Firm/Fund

Asset Class

Inception

Market value of assets (as of date)

Management Firm/Fund

Asset Class

Inception

Market value of assets (as of date)

Management Firm/Fund

Asset Class

Inception

Market value of assets (as of date)
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Section Ill:

Investment Objectives

1. The overall objective for this investment is to:

Preserve Capital

Produce current income

Achieve capital appreciation (emphasis on growth of capital, not income)
Produce a combination of income and capital appreciation

2. What is the portfolio’s time horizon?

Less than 3 Years __3-6 Years (Average Market Cycle)
7 -10 Years __Over 10 Years (Several market cycles)

3. Has an asset allocation policy been established?

Yes No

4. In which type of securities would your organization/plan consider investing?

*Describe

Equity

Domestic Large Cap
Domestic Small/Mid Cap
International

Emerging Markets
Fixed Income
Domestic
International

Cash & Equivalents

Other*
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5. What are the minimum and maximum exposures to each asset class that you would feel most comfortable with?

Total Equity

Domestic Large Cap
Domestic Small/Mid Cap
International

Emerging Markets
Total Fixed Income
Domestic
International

Cash & Equivalents

Other*

*Describe

6. Would you like cash to be considered in the asset allocation recommendations?

Yes No

7. Are there any quality restrictions for the equity/fixed income segments?

Yes No

If yes, please describe.

8. Are there any fixed income maturity restrictions, either average or for individual securities for this portfolio?

Yes No

If yes, please describe.






9. Are there any constraints on holding any specific security or industry group within the portfolio or any tax or legal
issues related to the portfolio holdings?

Yes No

If yes, please describe.

10. Are there any position limits for specific securities and/or industries for the equity or fixed income segments of the
portfolio?

Yes No

If yes, please describe.

11. Are there any types of securities or security transactions that are not permissible? (e.g. short sales, options, etc.)
Yes No

If yes, please describe.

Section IV:

Risk/Return Objectives

Many investors have expectations of earning high returns on a long-term investment, but become compelled to liquidate
prematurely because of discomfort with short-term volatility. Identifying how much market volatility your organization/plan is
willing to accept is central to determining an appropriate investment strategy.

12. Please mark which one of the alternatives on each line is most important to you:

No Down Years / Capital Appreciation
; Consistent Returns Higher Returns
i | I Income | Outperform the Market

13. If an investment should decline by 20%, and assuming fundamentals are intact, your Organization/Plan would be
inclined to:

Hold it
Sell it
, Buy More
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14. Which of the following statements best characterizes your risk/return objectives?
I am primarily interested in maintaining my invested capital and | am not prepared to accept higher
, fluctuations in the value of my assets.
‘ | prefer to sustain only moderate fluctuations in the value of my assets to achieve moderate returns.
In order to achieve a higher return, | am prepared to accept higher fluctuations in the value of my assets.

15. Please check which of the following statements you are least comfortable with.
A Holding cash when the market goes up.

Holding stocks or bonds when their markets go down.

Higher returns and greater volatility.

Consistent, but lower returns.

None of the above.

16. The following graph depicts the risk and return trade-off for five hypothetical portfolios with different allocations
of stocks, bonds and cash. For each hypothetical portfolio, the bar shows the potential range of returns that you

may expect in a calendar year, while the box at the bottom shows the worst return you may expect over four
consecutive quarters.

Weighing your return expectations relative to how much risk you are comfortable accepting, which hypothetical
portfolio most accurately depicts your ability to accept risk? Please check one of the following:

Low Some Moderate Moderately High

Risk Risk Risk High Risk Risk

1 O 1 O |
40% +37%
30% +29%,

+21%

20% - T B S— —
10% — g0 S TR ——

+3% +1%

0Y
% 4%

10% 2

20% -
-30% 27%

I [l
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Section V:

Investment Management Preferences

17. What size investment management firm(s) would your Organization/Plan prefer?

Over $5 billion in assets under management

$2 billion to $5 billion in assets under management
$500 million to $2 billion in assets under management
Under $500 million in assets under management

No Preference

18. What type of communications from an investment management firm(s) would be excepted?

Written reports on a regular basis
Personal visits at least times per year
Other. Describe.

19. Are there any geographic preferences for the investment manager(s) of the fund?

Yes No

If yes, please describe.

Please comment on anything else we should know about your Organization’s/Plan’s investment needs.






Client Name (Please Print)

Signature

Title









