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FORM ADV Applicant:
Part II - Page S COX WEALTH MANAGEMENT, LLC

SEC File Number:

801-

Date:

9. Participation or Interest in Client Transactions.

Applicant or a related person: (check those that apply)

bought from a brokerage customer.

person has some financial interest.

|:| E. Buys or sell for itself securities it also recommended to clients.

prospective client upon request.

|:| A. As principal, buys securities for itself from or sells securities it owns to any client.

|:| B. As broker or agent effects securities transactions for compensation for any client.

|:| C. Asbroker or agent for any person other than a client effects transactions in which client securities are sold to or

|:| D. Recommends to clients that they buy or sell securities or investment products in which the applicant or a related

(For each box checked, describe on Schedule F when the applicant or a related person engages in these transactions and
what restrictions, internal procedures, or disclosures are used for conflicts of interest in those transactions.)

Describe, on Schedule F, your code of ethics, and state that you will provide a copy of your code of ethics to any client or

account?

(If yes, describe on Schedule F)

10. Conditions for Managing Accounts. Does the applicant provide investment advisory services, manage
investment advisory accounts or hold itself out as providing financial planning or some similarly termed
services and impose a minimum dollar value of assets or other condition for starting or maintaining an

Yes No

L]0

B. Describe below the nature and frequency of regular reports to clients on their accounts.

11. Review of Accounts. If applicant provides investment supervisory services, manages investment advisory account,
or holds itself out as providing financial planning or some similarly termed services:

A. Describe below the reviews and reviewers of the accounts. For reviews, include their frequency, different levels, and
triggering factors. For reviewers, include the number of reviewers, their titles and functions, instructions they receive
from applicant on performing reviews, and number of accounts assigned each.

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1)




FORM ADV Applicant: SEC File Number: Date:

Part II - Page 6 COX WEALTH MANAGEMENT, LLC 801-

12.

Investment or Brokerage Discretion.

A. Does applicant or any related person have authority to determine, without obtaining specific client consent, the:

(1) securities to be BOUZht OT SOLA? .....ceuuiiiiiiiiiieiee ettt et ettt st se et e e e s ﬁ ﬁ

Yes No

(2) amount of securities to be bOught OF SOIA? ......cc.eeieiieieie e ere e e s |:|
Yes No

(3) Dbroker or dealer t0 DE USEA?  ..ocoiiiiiiiiiiciicee ettt ettt ettt et baeaae e

Yes No

(4)  COMMISSION TAES PAIA? ..eeviieiiiieieitie e etiettiettetteetteste et eae et e et e e e s esaeseesaessesssessesssensesseanseeseansenneensenn

es No
B. Does applicant or a related person suggest brokers to ClIENtS? ...........ecueeeeierieiiereeriere e

For each yes answer to A describe on Schedule F any limitations on the authority. For each yes to A(3), A(4)
or B, describe on Schedule F the factors considered in selecting brokers and determining the reasonableness
of their commissions. If the value of products, research and services given to the applicant or a related
person is a factor, describe:

¢ the products, research and services

¢ whether clients may pay commissions higher than those obtainable from other brokers in return for those products
and services

whether research is used to service all of applicant's accounts or just those accounts paying for it; and

i any procedures the applicant used during the last fiscal year to direct client transactions to a particular broker in
return for product and research services received.

13.  Additional Compensation.
Does the applicant or a related person have any arrangements, oral or in writing, where it:
A.  ispaid cash by or receives some economic benefit (including commissions, equipment or non-research Yes No
services) from a non-client in connection with giving advice toclients? .. ............ ... ... .. .....
Yes No
B.  directly or indirectly compensates any person for client referrals?. ......... ... ... ... .. .. .. ...
(For each yes, describe the arrangements on Schedule F.)
14.

Balance Sheet. Applicant must provide a balance sheet for the most recent fiscal year on Schedule G if applicant:

. has custody of client funds or securities (unless applicant is registered or registering only with the
Securities and Exchange Commission); or

. requires prepayment of more than $500 in fees per client and 6 or more months in advance
Yes No

Has applicant provided a Schedule G balance Sheet?............cocuiriniiiiiniceiiire e

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1)




Schedule F of Applicant: SEC File Number: Date:
Form ADV Cox Wealth Management, LL.C 05/29/2009
Continuation Sheet for Form ADV Part Il 801- 68553
(Do not use this Schedule as a continuation sheet for Form ADV Part | or any other schedules.)
1. Full name of applicant exactly as stated in Item 1A of Part | of Form ADV: IRS Empl. Ident. No.:
Cox Wealth Management, LLC 62-1739951
Item of Form
(identify) Answer
COX WEALTH MANAGEMENT, LLC CRD # 118181
Ttem 1 A. (1) ADVISORY SERVICES AND FEES:

CWM provides investment supervisory services including meeting with the client to develop the
Investor Policy Statement (IPS) which details the goals, risk tolerance, and allocation model of the
assets to be supervised and then continuously monitors the assets making adjustments as necessary
to achieve the written goals for the account. Additionally we provide quarterly analytical reports to
the client detailing the performance of the account for the current quarter along with the previous
one year moving average benchmarked against the S&P 500 and DOW Industrials Index. We also
provide web access through a password protected webpage on our website for the client to review
their updated account(s) on a daily basis.

CWM provides limited Investment Advice on an hourly basis for those clients who do not desire
ongoing investment management or prefer to trade their own accounts. We define these as limited
hourly engagements subject to the current hourly rates as published in our current client agreement.

CWM provides Income and Estate Tax Planning on an hourly basis for clients seeking Tax and Estate
Planning.

CWM provides Business Management consulting on an hourly basis for clients seeking business
planning.

CWM provides Pension Consulting for business Clients seeking design, construction, custodian
selection, investment selection, ERISA qualification and ongoing supervision of their pension plans,
we may charge both hourly and/or ongoing management fees depending on the plan and the
services requested by the client. Compensation is negotiated with the Client in writing and disclosed
per DOL and ERISA guidelines.

CWM conducts review(s) and selection of Separate Account Managers on behalf of clients seeking
institutional management for all or part of their investable assets. Such reviews include a due
diligence process including background check, broker/dealer approval and listing, review of SEC ADV
PART | & Il, historical performance as measured against index and peer group, and satisfaction of
State and Federal registration requirements and a suitability analysis performed on behalf of the
client. We are compensated based on our initial and ongoing monitoring of these accounts under our
current fee schedule as listed in the advisory agreement and in this ADV Part Il

CWM provides comprehensive financial planning services to clients who seek financial planning
advice. We are compensated either by the hour or a flat fee as further described in the advisory
agreement and this ADV Part Il

CWM provides Estate Administration services for Executors of Estates including the filing of tax
returns and probate reporting. These services are billed under our hourly fees as published in the
Advisory Agreement and this ADV Part Il.

Complete amended pages in full, circle amended items and file with execution page (page 1).




Schedule F of Applicant: SEC File Number: Date:
Form ADV Cox Wealth Management, LL.C 05/29/2009
Continuation Sheet for Form ADV Part Il 801- 68553
(Do not use this Schedule as a continuation sheet for Form ADV Part | or any other schedules.)
1. Full name of applicant exactly as stated in Item 1A of Part | of Form ADV: IRS Empl. Ident. No.:
Cox Wealth Management, LLC 62-1739951
Item of Form
(identify) Answer
Item 1 A. (1) IASSET MANAGEMENT FEES:
(continued)

Clients may pay us an annual portfolio fee based upon the current value of their assets that they
elect to place under our investment management. We have developed investment models using our
proprietary selection criterion (Strategic or Tactical) which we disclose in the Investor Policy
Statement (IPS) we enter into with the Client. This IPS additionally describes the risk tolerance,
current financial condition and long term financial goals for the account; along with our
recommended investment allocation(s) we believe the Client should adopt to achieve their
investment goals.

Our Annual Fees listed below are payable on a quarterly basis. At the end of each calendar quarter
we charge one quarter of the Annualized Fee based upon the most recent quarter ending value of
the investment account. We also prorate the fee for any additions to or withdrawals from the
account during each quarter by the number of days and actual invested amount of the account(s)
for each period. If the bracket changes during the quarter we will apply the corresponding higher or
lower fee for the day(s) actually earned.

Bracket Annualized Fee
%

$100,000 - $249,999 1.00*

$250,000 - $499,999 .95

$500,000 - $749,999 .90

$750,000 - $1,249,999 .85
$1,250,000 - $1,999,999 .80
$2,000,000 - $4,999,999 .75
$5,000,000 - $9,999,999 .70

$ 10,000,000 — UP Negotiable

*Minimum Annual Management Fee is 51,000 and the minimum aggregate account size is $100,000.

Fees are negotiable for multiple accounts and the Client may combine household accounts of lesser
value to reach the minimum account size, or to obtain a reduced fee by reaching a higher bracket.
The Client may terminate the advisory contract without penalty within five (5) business days after
execution.

Fees will be based on the value of all account assets (securities, cash and cash equivalents) under
our management as of the close of the last business day of each quarter as valued by the third party
custodian(s) who hold the assets. To remove any conflicts of interest CWM charges fees on all assets
under our management regardless of type, yield or positions held, except for variable annuities.

Additional deposits to, or withdrawals from, (funds and/or securities) will be subject to proration for
the actual number of days invested during the quarter, ie... Clients only pay for the number of days
the assets are actually under our management. Our brackets are not cumulative, meaning Clients
pay the highest obtained bracket percentage on their total assets under our management as
calculated at the end of each quarter, subject to the proration calculation as previously described.

Complete amended pages in full, circle amended items and file with execution page (page 1).




Schedule F of
Form ADV

Continuation Sheet for Form ADV Part I 801- 68553

Applicant: SEC File Number: Date:
Cox Wealth Management, LL.C 05/29/2009

(Do not use this Schedule as a continuation sheet for Form ADV Part | or any other schedules.)

1. Full name of applicant exactly as stated in Item 1A of Part | of Form ADV: IRS Empl. Ident. No.:
Cox Wealth Management, LLC 62-1739951

Item of Form

(identify)

Answer

Item 1 A. (1)
(continued)

Item 1 A. (3)

The advisory fees can be either billed directly to the Client (Hourly or Flat Fee) or deducted from the
management account (Portfolio Fees) and will be due and payable to us no later than 30 days from
the date of invoice, any amounts not paid within 30 days will accrue a monthly service fee of (1%)
one percent each month on the unpaid balance owed.

CWM shall not be compensated on the basis of a share of capital gains upon, or capital appreciation
of the funds under our management, except as may be authorized by regulations set forth by the
Securities and Exchange Commission and by state securities regulatory agencies.

TERMINATION:

The Client may terminate the contact at any time by verbal or written notification. On the date of
receipt we will acknowledge the cancellation. A complete accounting will be done with any fees due
and payable up to the date of receipt. The Client will be charged a prorated fee as of the date of
notification based upon the number of days their account was actually under our management, or in
the case of a financial plan the amount of time spent reviewing and analyzing their data. Any refund
owed will be sent within five (5) business days of receipt of the cancellation notice. Final accounting
will be completed within a reasonable time after notice of termination and the prorated fee will be
deducted from the client account or a invoice sent directly to the client, any unpaid balance owed
will continue to be billed during our next regularly scheduled billing cycle under the terms of the
client agreement and with interest applied as explained in Item 1A. (1).

Either party may cancel this advisory agreement without a penalty within five (5) business days after
signing the agreement.

HOURLY RATE:

Should the Client only require certain “limited” advisory engagements, i.e. (Investment, Tax, Estate,
or Business Planning services) of CWM, or ongoing review and monitoring of existing financial or
business plans, we will charge the Client on an hourly basis for our time.

Administrative (Record Keeping, Filing, Typing, Correspondence) S 55.00 Hour
Para-Planner (Planning Associates, Staff Reports, & Research) $110.00 Hour
Professional (Asset Allocation, Investment Advice, Financial Planning) $220.00 Hour

Hourly fees are billable each month as incurred, plus any additional out of pocket expenses for
Postage, long distance phone calls, overnight charges, duplication expenses or any other direct
expenses, such as trading charges, custodial fees, or administration costs. Our Advisory
Representative(s) shall make an estimate for any hourly engagements that will take more than 3
hours and a deposit of 50% of the total estimated hourly fee shall be made at the beginning of any
engagement.

Complete amended pages in full, circle amended items and file with execution page (page 1).




Schedule F of
Form ADV

Continuation Sheet for Form ADV Part I 801- 68553

Applicant: SEC File Number: Date:
Cox Wealth Management, LL.C 05/29/2009

(Do not use this Schedule as a continuation sheet for Form ADV Part | or any other schedules.)

1. Full name of applicant exactly as stated in Item 1A of Part | of Form ADV: IRS Empl. Ident. No.:
Cox Wealth Management, LLC 62-1739951

Item of Form

(identify)

Answer

Item 1 A. (3)
(continued)

Item 1 A. (7)

FINANCIAL / BUSINESS PLANNING FEE: (INITIAL ENGAGEMENT ONLY)

For the Initial Financial Planning Engagement the Client may elect to pay a flat one time fee based
upon their total Net Worth, instead of our “Hourly Rate”. The current fee is .001 (.1%) (One Tenth of
One Percent) multiplied by Their total Net Worth*, with a $2,500.00 minimum ie...

(52,500, 000.00 NETWORTH X .001 = 52,500.00 Financial Planning Fee Due)

*Net worth is defined as all assets, less outstanding liabilities. (In the case of a married couple it is inclusive of their total
combined assets less liabilities from all assets they have either control over, or receive benefit from.) We consider all trust
assets, retirement plans, offshore accounts, and other third party accounts benefiting the Client to be included as part of the
calculation of their Net worth, when calculating the initial planning fee.

An initial deposit of 50% of the calculated flat fee is due upon signing; the balance is due upon
delivery of the completed financial plan. This fee is for the initial financial plan only, all services
rendered after the final completion and delivery of the financial plan will fall under either the “Hourly
Rate” schedule as disclosed above or an annual retainer for our continuing virtual financial planning
service.

Our “Continuing Virtual Financial Plan” is a web based service we make available to continuously
update the financial plan on a daily basis. If purchased we will update the assets from the information
provided by the clients custodians through an electronic link to our third party service provider. The
client must grant us authorization and register the necessary logons and passwords to obtain the
information. Thereafter each business day our service provider will pull the information from the
Client’s preauthorized accounts and post the information to their virtual financial plan. Clients will
also have the option to share this information with their other advisors through our secure internet
service by authorizing a separate logon account for their use. We also provide an online electronic
“Vault” to store scanned images of important documents for our clients. The secure electronic vault
is conveniently accessible by the Client from anywhere they have internet access. This service is
$500.00 per year billed quarterly ($125.00 per quarter) in addition to any hourly or portfolio fees for
consultation or review.

Our planning fees may be negotiated based on the transfer of Client investment assets or retirement
plan assets to one of our fee based managed account platform(s) (See above) with Cox Wealth
Management, LLC. The Chief Investment Manager of the firm will negotiate the final fee with the
client.

TAX ADVICE:

We provide Tax Advice in the areas of Income Tax Planning, Estate Tax Planning, and Inheritance Tax
Planning. Our fees for tax advice are billed at our current hourly rates as listed under the “Hourly
Rate” section of this agreement.

RATE CHANGES:

Rates and schedules are subject to change as necessary. We will notify the Client of the new rates in
writing. The effective date of the rate increase will be 30 days after our notification. We will supply
the Client a new rate schedule to be attached to Their existing agreement within the 30 day period.
Services provided by Cox Wealth Management, LLC might be obtained elsewhere at either a higher or lower cost.

Complete amended pages in full, circle amended items and file with execution page (page 1).




Schedule F of Applicant: SEC File Number: Date:
Form ADV Cox Wealth Management, LL.C 05/29/2009
Continuation Sheet for Form ADV Part Il 801- 68553
(Do not use this Schedule as a continuation sheet for Form ADV Part | or any other schedules.)
1. Full name of applicant exactly as stated in Item 1A of Part | of Form ADV: IRS Empl. Ident. No.:
Cox Wealth Management, LLC 62-1739951
Item of Form
(identify) Answer
Item 3 G. (2) INVESTMENT COMPANY SECURITIES:

CWM offers advice concerning Variable Life, Variable Annuities and Mutual Fund Shares. In the
instance of Variable Annuities we will also offer discretionary management of the underlying
subaccounts subject to the restrictions and limitations as imposed by the various issuing insurance
companies. For clients of CWM which also own Variable Annuities purchased through any of our
Associated Representatives in their capacity as registered representatives of FSC Securities then we
will offer discretionary management for those contracts. It is understood and agreed no additional
compensation will be paid to CWM for this service, that we are providing the service to foster Good
Will toward our Associated Representative and in anticipation of continued consideration of our
services in the future.

In our “Variable Contracts” allocations CWM employs a modified buy-and-hold strategy whereby we
develop with the client a risk allocation model using the issuing insurance companies risk allocation
qguestionnaire and then allocating the accounts according to the suggested allocation as indicated by
the insurance company assessment or where none exists we will use our own model allocating the
fixed and sub-accounts available in the contract. We will then make changes when market conditions
warrant reconsideration. This service is conducted on a best efforts basis and no guarantees are
expressed or implied, variable contracts are investments and as such are subject to loss, including the
loss of principal.

We recognize that some insurance companies place restrictions on the sub-accounts if the contract
owner elects certain living benefits, income guarantees, or death benefit riders and the violation of
the contractual restrictions could result in the loss of a rider that may not be able to be reinstated. We
will conduct an inquiry into verifying that any of our recommended transactions will not violate the
restrictions in the contract prior to any execution, but cannot be held liable by the contract owner if
such loss should occur beyond our control.

CWM may direct the issuing Insurance Company to exercise the following powers as CWM deems
necessary, to Transfer Value among the General Account or Fixed Account, as applicable, and the
available sub-accounts at CWM'’s sole discretion, to Change the investment allocation of current and
future premiums on a discretionary basis, and it is understood that CWM will use a best efforts basis
to manage the investment options within the contractual limitations as mandated by the Insurance
Company and agreed to by the owner.

That the executed Limited Power of Attorney (LPOA) does not give any contractual rights or authority
to CWM, only the powers as listed above and as delegated by the contract owner. All contractual
rights are exclusively reserved by the contract owner. If a change in ownership is made to the above
referenced policy/contract, or if an investment allocation change is made by the owner, this LPOA will
be considered terminated and a new LPOA must be issued by the contract owner if they desire
continued supervision of the account. Upon termination of the LPOA the investment accounts will
remain as last allocated and the owner must instruct the Insurance Company or agent directly if they
desire any changes to be made.

omplete amendaedad pages In Tull, circle amended 1tems and Tile with execution page (page 1).




Schedule F of Applicant: SEC File Number: Date:
Form ADV Cox Wealth Management, LL.C 05/29/2009
Continuation Sheet for Form ADV Part Il 801- 68553
(Do not use this Schedule as a continuation sheet for Form ADV Part | or any other schedules.)
1. Full name of applicant exactly as stated in Item 1A of Part | of Form ADV: IRS Empl. Ident. No.:
Cox Wealth Management, LLC 62-1739951
Item of Form
(identify) Answer

Item 3 K. (3)

Item 3 L.

Item 4 A. (2)

Item 4 B. (8)

(K) INTERESTS IN PARTNERSHIPS INVESTING:
CWM offers advice concerning SEC Registered Equipment Leasing, Oil & Gas, Real Estate, Managed
Futures and Managed Options Partnerships.

OTHER INVESTMENTS:
CWM offers advice concerning SEC Registered Unit Investment Trusts and Real Estate Investment
Trusts.

METHODS OF ANALYSIS, SOURCES OF INFORMATION, AND INVESTMENT
STRATEGIES:

CWM uses several methods when analyzing securities on behalf of its cliental. We use comparative
line charts reflecting both the peer group and index assigned to the specified security, in comparing
each ones historical performance, we also use scatter charts to review the risk and return of any
given security as it relates to both its index and peer group. We also conduct a Fundamental review
of the prospectus noting the type of management (Individual or Team), stated objective, current
holdings, expenses, historical returns, and total assets. When formulating our selection decision each
of these methods can have varying weight on our final selection depending on the stated goals of the
client. In addition when certain economic or political events occur or are considered highly likely then
we may make our selections weighted more heavily to assets that either present a historical
preservation or capitalization technique, to take advantage of these events, we use a best efforts
basis to manage assets and may use active trading in our Client accounts to enhance value in our
“Tactical Portfolios”.

CWM's security analysis includes using third party analytic software which rates the historical
performance and risk adjusted basis of various assets. This tool can be used in the comparison of
specific investments against its peer group, stated index, and historical performance. The information
developed during the analysis may then used to create allocation models from a historical
perspective to match the clients stated objectives and risk tolerance.

TRADING: (Tactical Portfolio)

In our “Tactical” allocations CWM may use our limited trading authority to actively manage the
portfolio. CWM may also utilize trend following techniques whereby Electronic Traded Funds (ETF),
Closed End Funds (CEF), Unit Investment Trusts (UIT), or Individual Stocks and Bonds may be
purchased and a corresponding stop-limit order can then be used to sell the position at a pre-
determined price. The use of this technique means there could be limited losses in the respective
positions when the order is executed below the original purchase price, along with the associated
trading costs.

CWM may also use trailing stop-limit orders in an attempt to increase the price at which the stop-
limit order executes so that it is eventually “in the money” to potentially protect existing gains in the
position(s). In this instance the stop-limit could be above the original purchase price when it
executes.

Complete amended pages in full, circle amended items and file with execution page (page 1).




Schedule F of Applicant: SEC File Number: Date:
Form ADV Cox Wealth Management, LL.C 05/29/2009
Continuation Sheet for Form ADV Part Il 801- 68553
(Do not use this Schedule as a continuation sheet for Form ADV Part | or any other schedules.)
1. Full name of applicant exactly as stated in Item 1A of Part | of Form ADV: IRS Empl. Ident. No.:
Cox Wealth Management, LL.C 62-1739951
Item of Form
(identify) Answer
Item 4 B. (8) TRADING: (Tactical ~ Continued)
(Continned)

CWM will make the decisions to tighten or relax the price spreads of the various stop-limit orders it
may use depending on market or sector volatility. The use of stop-limits does not guarantee a profit
nor protect from a loss in a portfolio they are simply a tool used by CWM to manage assets in an
attempt to limit portfolio losses.

ETF’s trade as equity (stock) positions and may be used in a variety of ways because of their
construction to track a specific index or sector. In particular some ETF’s may be long the market or a
particular sector while others may be short. They may also use leverage to enhance their returns
either in an up or down market or sector. The flexibility to trade these financial instruments in
specific sectors or in the broader markets allows CWM to use a variety of these ETF’s in the
construction and management of our portfolios. There may be trading occurring daily when the pre-
determined stop-limit prices are executed under various market conditions. Increased portfolio
trading costs could therefore be experienced.

CWM will attempt to limit trading costs to less than 1% of the execution amount, but due to price
fluctuations, and total portfolio values this goal may not be achieved. As a general rule if a trade
incurs a $26.00 ticket charge then the minimum trade amount would be $2,600. This however may
exceed the allocation percentage of a particular client portfolio and would require Client approval
unless previously authorized by the Client or agreed to in the current IPS.

CWM will use bunched (Block Trades) whenever possible for multiple client accounts which will hold
the same assets and/or their corresponding stop-limit orders. This will assure that all accounts traded
within the block trade will receive the same average price. CWM may not Block Trade all accounts as
there may be limiting factors which would prohibit particular accounts from participating,
(ie...Allocation Model, Risk Tolerance, Client Instructions, or Client pre-approval in a non-
discretionary account) in this instance additional purchases of the same security may be executed at
differing times depending on our ability to contact a specific client and receive their instructions,
therefore the actual price may be higher or lower than that obtained from the previously executed
Block Trade. Because of these differences deciding if a client participates in a block trade is at our
discretion depending on these or other mitigating circumstances, it is our intention to include as
many clients as we can in every Block Trade.

Currently CWM is approved to use Pershing, LLC as our client custodian due to their relationship with
FSC Securities Corporation and the FSC affiliation with our Chief Investment Manager Richard L. Cox,

Sr. The FSC/Pershing trading cost disclosure information will be given to the client for review prior to
opening a trading account.

Complete amended pages in full, circle amended items and file with execution page (page 1).




Schedule F of
Form ADV

Continuation Sheet for Form ADV Part I 801- 68553

Applicant: SEC File Number: Date:
Cox Wealth Management, LL.C 05/29/2009

(Do not use this Schedule as a continuation sheet for Form ADV Part | or any other schedules.)

1. Full name of applicant exactly as stated in Item 1A of Part | of Form ADV: IRS Empl. Ident. No.:
Cox Wealth Management, LLC 62-1739951

Item of Form

(identify)

Answer

Ttem 4 C. (3)

Item 5

TRADING: (Strategic Portfolio)

In our “Strategic” allocations CWM employs a traditional buy-and-hold strategy whereby we develop
with the client a risk allocation model and then using Modern Portfolio Theory (MPT) will optimize the
allocation using carefully pre-selected mutual funds with a historical track record of being in the top
quartile of their peer group, along with other selection criteria disclosed in the Client IPS. This is a long
term trading methodology and therefore should incur a lower overall trading cost than our Tactical
Portfolio allocation described above, due to less frequent trading.

Because CWM uses mutual funds to implement this strategy the ability to use stop-limits does not
exist. The Client must realize this strategy may be more suitable for those who have a longer time
horizon We attempt to protect against portfolio losses but can only liquidate mutual fund positions
in the strategic allocation and re-invest when market conditions warrant consideration.

CWM uses no-load mutual funds or load funds purchased at their net asset values (no-commissions)
many of which participate in the Pershing Fund Vest program described under section Item 9. B and

therefore have no ticket charge. For funds not participating in the fund vest program there are ticket
charges as described in the Pershing Fee disclosure given prior to opening a trading account.

TRADING: (Variable Contracts)

Because of the construction of Variable Annuities the premium payments can either be invested into
a general account or a fixed account managed by the Issuing Insurance Company, or various sub-
accounts which are managed by institutional managers, therefore they are strategic by default (see
3.G.2 above). These contracts typically have a limited universe of sub-accounts available from which
to select and may have additional limitations on the percentages or specific type of accounts which
must be used to maintain any additional contractual living or death benefits. CWM will use its
discretion to select from the available sub-accounts and within the contractual limitations that best
align with the stated goals and risk tolerance of the contract owner and then monitor those sub-
accounts on an ongoing basis. CWM is specifically empowered to use its discretion on a “best efforts
basis” as to timing and amount of funds to allocate between the various fixed or sub-account(s).
CWM will only provide this service to those clients who have signed and from whom we have
accepted in writing our Limited Power of Attorney (LPOA) for Variable Contracts, which further lists
the specific powers and limitations as granted to us by the contract owner.

EDUCATION AND BUSINESS STANDARDS:

Advisor Representatives are encouraged to have at least an undergraduate degree; however the
equivalent in business experience and accomplishments will suffice. The business standard of those
persons giving investment advice is five years business experience or advanced degrees in the area
of financial planning or other related investment fields. Associated Persons without five years of
experience must have all client communications and recommendations reviewed and approved by
the Chief Investment Manager of the firm.
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