Morgan Stanley Smith Barney Select UMA

Navy Yard Corporate Center Three Crescent Drive, Ste 400

Philadelphia, Pennsylvania 19112

PRODUCT OVERVIEW

NOTE: Theduediligencereview of this strategy was performed by Smith Barney I nvestment Advisor Research (IAR), not by
Morgan Stanley Global Advisor Research (GAR). For adescription of thel AR and GAR due diligence processes, see the
applicable Morgan Stanley Smith Barney L L C Disclosure Document.

PENN Capital Management (“PENN") Small to Mid Caguily strategy seeks to achieve capital apprecidtimm investments

primarily in small to mid capitalization equity seities. PENN seeks to accomplish this objectiyénvesting in the common stock

of undervalued small to mid capitalization U.S. pamies identified by the fundamental, bottom-upuealriven investment
research. PENN will purchase securities withinrtizgket capitalization range of the Russell 250@chenark.

TARGET PORTFOLIO CHARACTERISTICS RISK CONSIDERATIONS

50 to 80
Below the S&P 500 Index

Number of stock holdings:
Average dividend yield:

P/E ratio: Similar to/Above the S&P 500 Index
Cash level over market 0to 5%
cycle:

Above the S&P 500 Index
75 to 100%
0 to 25%

Risk (standard deviation):
Average turnover rate:
Use ADRs:
Capitalization:

Investing in securities entails risks, includinbhe

stocks of small and medium-sized companies are

often associated with higher risk than stocks of
larger companies, including higher volatility.

Medium, Small and Micro companies

MANAGER'S INVESTMENT PROCESS MANAGER'S INVESTMENT STRATEGY

* PENN draws equity ideas from the universe of securities
with a market capitalization up to $7.0 billion.

New ideas are first put through a rigorous test of
fundamental financial analysis including financial ratios.
(EV/cash flow, Price/Earnings, Price/Book, etc.) relative
to competitors, Free cash flow analysis and private
market analysis, bank loan facility & covenant analysis,
equity liquidity analysis, and 50% return potential in 12 to
18 months.

Once an idea meets PENN's initial fundamental financial
screens, PENN's qualitative analysis determines the
ability of a company to execute its business plan and
maintain stable cash flow on a forward basis

* Macro-Economic analysis overlays PENN's standard
grass roots analysis of a company’s entire capital
structure, and is used to confirm PENN's assumptions on
industry themes.

* PENN employs a team approach to portfolio
management in which each member is equally
responsible for analytics and is required to thoroughly
understand the entire capital structure of every company
they follow. At PENN, the investment team covers
companies, not components of the capital structure.

O Top-down / portfolio structures based on
economic trends

M Bottom-up / portfolio structure based on
individual securities

% PROCESS BASED ON

5 Asset allocation - cash vs. stock

30 Industry or sector weighting U.S. Stocks
65 Stock Selection Cash/Cash
Equivalents

"As of 03/31/2009. Information as of 06/30/2011 is not yet available.

The P/E used here is calculated by the harmonic mean.
“Total may not equal 100% due to rounding.

Small to Mid Cap Equity

PENN Capital Management Company Inc. Style: Small Mid Cap Core

Sub-Style: Value Oriented

Firm Assets Under Management: $6.5 billion
Firm Strategy Assets Under Management: $1.7 hillio
Year Founded: 1987
Professional Staff: 13"

Firm Ownership: Employee-Owned

Research Status: Focus

PORTFOLIO STATISTICS

06/11 12/10
Russell  S&P 500
SN 2000 Index FE
Number of stock holdings 64 1,985 500 64
Weighted average dividend yield 0.7% 1.3% 2.0% 0.6%
Weighted average P/E ratio* 17.90x 16.66x 14.79x 17.04x
Weighted average portfolio beta — %35 1.01 1.38
Mega capitalization * 0.0% 0.0% 33.8% 0.0%
Large capitalization * 0.0% 0.0% 51.8% 0.0%
Medium capitalization * 0.0% 6.3% 14.1% 56.3%
Small capitalization * 0.0% 76.8% 0.2% 40.7%
Micro capitalization * 0.0% 16.9% 0.0% 1.8%
06/11 12/10
Sector PENN Russell 2000 S&P 500 Index PENN
Energy 7.41 7.04 12.67 6.24
Materials 9.43 4.77 3.66 5.87
Industrials 14.92 15.44 11.25 12.85
Consumer Discretionary 11.88 13.33 10.65 12.08
Consumer Staples 2.39 3.34 10.64 5.24
Health Care 16.02 12.50 11.71 14.31
Financials 16.73 20.64 15,15 22.12
Information Technology 11.57 18.42 17.79 12.46
Telecomm Services 7.36 1.08 3.09 7.66
Utilities 0.00 3.14 3.38 0.00
Miscellaneous 0.00 0.00 0.00 0.00
Cash/Cash Equivalents 2.29 0.00 0.00 0.00
06/11 03/11 12/10 09/10 Hologic Inc 3.2
98 96 95 95 Owens-lllinois Inc 2.9
2 4 4 5 Nabors Industries _Inc 'DU 2.7
Brocade Communications Sys 2.6
NIl Holdings Inc 25

Past performance is no guarantee of future results. This profile is not complete without pages 3 and 4, which contain important notes, including disclosures about the composite, index descriptions and a glossary of terms. Information shown is as of June

30, 2011, unless otherwise noted. All data are subject to change.
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Morgan Stanley Smith Barney Select
UMA

PENN Capital Management

RISK/RETURN ANALYSIS — 5 YEARS ENDING 06/30/11

Style: Small Mid Cap Core
AVERAGE ANNUAL TOTAL RETURN (%) — PERIODS ENDING 06 /30/11

Small to Mid Cap Equity

Sub-Style: Value Oriented
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0.0% 7.7% 15.3%  23.0%  30.6%
Standard Deviation -12%
STD ROR Quarter 1 Year 3 Years 5 Years I 8 Years

@ PENN (Gross) 30.29 3.57 INVESTMENT RESULTS Annual Rates of Return (%) 8 Year - Ending 06/30/11
4 PENN (Net) 30.17 0.57 2004 2005 2006 2007 2008 2009 2010 Annualized  Std. Dev.
M Russell 2000 Index 23.09 4.08 PENN (Gross) 55.75 23.93 20.58 19.23 4.29 -50.58 54.66 35.66 12.03 25.51
A Russell 2500 Index 22.89 5.20 PENN (Net) 51.67 20.34 17.02 15.87 1.30 -52.15 50.32 31.88 8.81 25.42
() S&P 500 Index 19.70 2.94 Russell 2000 Index 47.25 18.33 4.55 18.37 -1.57 -33.79 27.17 26.85 9.34 20.23
Il 90-Day Treasury Bills 1.01 1.69 S&P 500 Index 28.68 10.88 4.91 1579 549 -37.00 26.46 15.06 5.97 16.32

RISK VOLATILITY PORTFOLIO'S QUARTERLY RETURNS (%)

PORTFOLIO'S RISK STATISTICS — PERIODS
ENDING 06/30/11"2

3 Year

5 Year

Quarter 1 Quarter 2 Quarter 3 Quarter 4
26.8% Gross Net Gross Net Gross Net Gross Net

E 2003 957 -10.3C  37.8¢  37.1F 7.61 6.88  16.0¢ 1535
t 13 4% 2004 7.97 724 138 215  -1.80 256 1858  17.69
e 2005 002 078 7.3 6.48 8.56 7.81 3.53 2.74
o 2006 1314 1237  -143 212 250  -3.25 9.66 8.89
f 0.0%p - 2007 6.47 5.72 7.53 6.77 -2.16 2.92 -6.90 -7.56
R '] 2008  -13.74  -14.42 7.96 724 2264 2324 3141  -32.07
 13.4% 2009 444 518 288 2804 2591 2508  -0.22  -1.01
i 2010 1497 1412 -11.81 -12.4z 1291 1214 184S  17.66
r 2011 5.92 515 267  -3.36

N -26.8% |:| Related |:| Select UMA

06* 2007 2008 2009 2010  11%*

*07/01/06-12/31/06" 01/01/11-06/30/11

[ PENN (Gross) 10 10 R

= Eﬁstl\én(gggo o ig 180 PENN vs. S&P 500 Index 0.81

[] S&P 500 Index 13 7 PENN vs. Russell 2000 Index 0.82

“Statistics are calculated using gross of fee performance only.

Standard Deviation 37.37% 30.29%
Standard Deviation of Primar

Benchmark 28.65% 23.09%
Sharpe Ratio 0.12 0.06
Sharpe Ratio of Primary 0.26 0.10
Benchmark

Alpha -2.21%  0.49%
Beta 1.18 1.18
Downside Risk 13.71% 10.72%
R-Squared 0.82 0.82
Tracking Error 16.87% 13.73%
Information Ratio -0.18 -0.04

1. Statistics are calculated using gross of fee
performance only.

2. Russell 2000 Index was used as the primary
benchmark and the 90-Day U.S. T-Bill Index as the

risk-free benchmark.

See page 3 for a discussion of the sources of the p

erformance data used to calculate the performance r

esults and related analyses on page 2.

Past performance is no guarantee of future results. This profile is not complete without pages 3 and 4, which contain important notes, including disclosures about the composite, index descriptions and a glossary of terms. Information shown is as of June

30, 2011, unless otherwise noted. All data are subject to change.
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Morgan Stanley Smith Barney Select Small to Mid Cap Equity
UMA

PENN Capital Management Style: Small Mid Cap Core Sub-Style: Value Oriented

Focus List, Approved List, and Watch Status:
IMPORTANT NOTES AND DISCLOSURES Consulting Group Investment Advisor Research ("@R") uses two methods to evaluate investment prisdinc
applicable advisory programs. In general, stratetiiat have passed a more thorough evaluation majebed on the
"Focus List", while strategies that have passetbtigh a different and less comprehensive evalugtioness may be
placed on the "Approved List". Sometimes an investhproduct may be evaluated using the Focus kistgss but
Past performance is no guarantee of future results. Actual individual account results may differ from the then placed on the Approved List instead of theuSddst.

performance shown in this profile. There is no guarantee that this investment strategy will work under all ) ) ) )
market conditions. Do not usethis profileasthe sole basis for your investment decisions. Investment products may move from the Focus LishéoApproved List, or vice versa. CG IAR may al&termine

that an investment product no longer meets ther@itunder either evaluation process and will nogéy be
Performance results in this profile are calculaesuming reinvestment of dividends and income.urRstfor more recommended in investment advisory programs (irchvitiase the investment product is given a "Not Aped”
than one year are annualized and based on quatdy Returns for periods of less than a caleyeiar show the status).
total return for the period and are not annualized.

CG IAR has a "Watch" policy and may describe a Botist or Approved List investment product as beorg
Sources of Performance Results and Other Data: The performance data and certain other informatimnthis "Watch” if CG IAR identifies specific areas tha) (@erit further evaluation by CG IAR and (b) mayt fare not
strategy (including the data on page 1 of thisifepfeflect the investment manager's results imaging Morgan certain to, result in the investment product becayriNot Approved". The Watch period depends onlémgth of
Stanley Smith Barney Fiduciary Services programoants in the Morgan Stanley channel or the Smitm&a time needed for CG IAR to conduct its evaluatiod &or the investment manager to address any cosice@ IAR
channel, or the investment manager's results inagiag accounts and investment products, in the sama Mmay, butis not obligated to, note the Watch statubis report with a "W" or "Watch" on the coyeage.
substantially similar investment discipline. Thigormation for the investment manager is presergelély to
provide information about accounts that were madageording to investment objectives and stratetiessame or For more information on the Focus List, Approvedtliand Watch processes, please see the applivtisigan
substantially similar to the corresponding investtrdiscipline in the Select UMA program. Althoutite Fiduciary Stanley Smith Barney ADV brochure. Your Financialvisor or Private Wealth Advisor can provide onuesf a
Services and Select UMA programs are both Morgan|&y managed account programs, the performancksresd Copy of a paper entitled "Manager Research ancttizie A Disciplined Process".
other features of similar investment disciplinesthie two programs may differ due to investment apdrational
differgrjces. l_:or example, the individual investméisscip_lines in the Select UMA accounts may canttawer
securities, which would lead to a more concentrgedfolio. The automatic rebalancing, wash saksland tax- - - " — . n
harvesting features of the Select UMA program, Whice not available in Fiduciary Services, alsoldaause 'he information about a representative accountois ilustrative purposes only. ~ Actual account fiogs,
differences in performance. Accordingly, the perfance of the accounts in the Fiduciary Servicegiam is not, Performance and other data will vary depending fum size of an account, cash flows within an accoand
and may differ significantly from, the performanakthe accounts in the Select UMA program and shaut be estrictions on an account.  Holdings are subjectctiange daily. The information in this profile ot a
considered indicative of or a substitute for SeleflA performance. Similarly, performance results the recommendation to buy, hold or sell securities.

investment manager's composites may differ froms¢hof Select UMA accounts managed in the same or a _ . _ .
substantially similar investment discipline Actual portfolio statistics may vary from targetrfolio characteristics.

Related Performance: The investment manager may use the same or sub#astmilar investment strategies, and may haiahilsr

PENN Capital Management's ("PENN") Small to Mid GEquity performance represents a composite ofudy f portfolios of investment_s, in other portfolios opgucts it manages (including mutual funds). T_heag be available
discretionary, fee-paying Small to Mid Cap Equigparately managed accounts under management by PEN at Morgan _Stanley Srlmth Barney or elsewhere, ang coat an investor more or less than this strategyiorgan
composite size minimum is $500,000 and was creb2éall/2002. The composite is asset-weighted andists of Stanley Smith Barney's Select UMA program.

42 fee-paying (not in Morgan Stanley Fiduciary $m program) accounts with a market value of $68@llion as
of 6/30/%0)/11.9 ( 9 y v program) % The portfolio may, at times, invest in exchangeihfunds (ETFs), which are a form of equity segun seeking to

maintain continued full exposure to the broad gquiarket.

Select UMA Performance: . ) ) ) - .
Gross Performance: PENN's gross results do not reflect a deductiomrf investment advisory fees or prograM0r9an Stanley Smith Barney investment advisongmms may require a minimum asset level and, dépgruh

fees, charged by PENN or Morgan Stanley Smith Bareit are net of commissions charged on securitYur specific investment objectives an_d finan_ciad;ipon, may not be suitable for you. Investmeahtisory program
transactions. accounts are opened pursuant to a written clieneeagent.

Net Performance for all Periods: Net performance results reflect a deduction ofe7quarterly. This consists of! N€ investment manager acts independently of, andtian affiliate of, Morgan Stanley Smith Barney.

three components: 0.625% maximum quarterly MSSBigaty Fee and 0.03% maximum quarterly Program @yer] .

Fee (which, together cover the services providedMioygan Stanley Smith Barney), plus .075% quart@iyA Morgan Stanley Smith Barney LLC Member SIPC.

Manager Fees (being the fee currently charged BYNP® new clients for managing their assets inSeéect UMA

program). The SMA Manager Fees may differ from ng@anao manager, and managers may change theio feet
clients from time to time. If you select this maaaépr your account, check the SMA Manager Feesifpé in the

written client agreement, in case these have clibsigee you received this profile. 90-Day Treasury Bills

Morgan Stanley Smith Barney program fees are usutdtucted quarterly, and have a compounding effectThe 90-Day Treasury Bill is a short-term obligatissued by the United States government. T-bisparrchased at a
performance. The Morgan Stanley Smith Barney janogfiee, which differs among programs and cliestslescribed discount to the full face value, and the invesemeives the full value when they mature. The difiee of 'discount’
in the applicable Morgan Stanley Smith Barney ADddiwure, which is available at www.smithbarney.cdb¥ or s the interested earned. T-bills are issued irdunations of $10,000 (auction) and $1,000 incremérereafter.

on request from your Financial Advisor or Privateaith Advisor.

Past performance is no guarantee of future results. This profile is not complete without pages 3 and 4, which contain important notes, including disclosures about the composite, index descriptions and a glossary of terms. Information shown is as of June
30, 2011, unless otherwise noted. All data are subject to change.
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Morgan Stanley Smith Barney Select
UMA

Small to Mid Cap Equity

PENN Capital Management

Russell 2000 I ndex

The Russell 2000 Index consists of the 2,000 sstattempanies in the Russell 3000 Index, which galyenas
represented approximately 10% of the total marépitalization of the Russell 3000 Index.

Russell 2500 I ndex

The Russell 2500 Index measures the performantteed,500 smallest companies in the Russell 30@&xinwhich
represents approximately 16% of the total markpitaization of the Russell 3000 Index.

S& P 500 Index

Widely regarded as the best single gauge of the édy@ties market, this world-renowned index inelsié
representative sample of 500 leading companiesaidihg industries of the U.S. economy. AlthoughSE#£ 500
focuses on the large-cap segment of the market,avier 80% coverage of U.S. equities, it is alsadeal proxy for
the total market.

Indices are unmanaged and have no expenses. You cannot invest directly in an index.

GLOSSARY OF TERMS

Alpha is a mathematical estimate of risk-adjusted neéxpected from a portfolio above and beyond timeleark
return at any point in time.

American Depositary Receipts (ADRS) are receipts for shares of a foreign-based catjoor held in the vault of a
U.S. bank.

Average Portfolio Beta is a measure of the sensitivity of a benchmariootfolio’s rates of return to changes
against a market return. The market return is 8@ 500 Index. It is the coefficient measuring ac&tor a
portfolio’s relative volatility.

Capitalization is defined as the following: Mega ($50.0 billiand Above), Large ($11.0 - $50.0 billion), Medium
($2 - $11.0 billion), Small ($500m - $2 billion) @Micro (below $500 million).

Downside Risk is a measure of the risk associated with achiegiapecific target return. This statistic seprat
portfolio volatility into downside risk and upsid@certainty. The downside considers all returrisvbéhe target
return, while the upside considers all returns etjuar above the target return.

Duration is a measure of price sensitivity expressed arsie

Information Ratio is a measure of the investment manager’s skibit active value against a given benchmark
relative to how stable that active return has bdessentially, the information ratio explains hagnsficant a
manager’s alphais. Therefore, the higher theinébion ratio, the more significant the alpha.

Investment Grade Bonds are those rated by Standard & Poor’'s AAA (higlated), AA, A or BBB (or equivalent
rating by other rating agencies or, in the casseofirities not rated, by the investment manager).

Price/Earnings Ratio (P/E Ratio) shows the multiple of earnings at which a stodls sBetermined by dividing
current stock price by current earnings per stedggted for stock splits). Earnings per shareHerP/E ratio are
determined by dividing earnings for past 12 moijishe number of common shares outstanding. Thed®i
shown here is calculated by the harmonic mean.

R? (R-Squared)/Portfolio Diversification indicates the proportion of a security’s totafiaace that is benchmark-
related or is explained by variations in the benatkn

Style: Small Mid Cap Core Sub-Style: Value Oriented

Sharpe Ratio measures the efficiency, or excess return perafinolatility, of a manager’s returns. It evaies
managers’ performance on a volatility-adjustedsasi

Standard Deviation is a statistical measure of historical variapitit spread of returns around a mathematical
average return that was produced by the investmantger over a given measurement period. The tigae
standard deviation, the greater the variabilitthia investment manager’s returns relative to iesaye return.

Tracking Error represents the standard deviation of the diffezdretween the performance of the investment
strategy and the benchmark. This provides a listiameasure of the variability of the investmemategy’s returns
relative to its benchmark.

Past performance is no guarantee of future results. This profile is not complete without pages 3 and 4, which contain important notes, including disclosures about the composite, index descriptions and a glossary of terms. Information shown is as of June

30, 2011, unless otherwise noted. All data are subject to change.
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