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Regulatory Environment

FINRA Regulatory Notice 12-03

Valmark Securities, Inc. (CRD #31243, Akron, Ohio)
and Richard Michael Arceci (CRD # 1173612,
Registered Principal, Sagamore Hills, Ohio)

Erin Christine Ackerman (CRD #4663913,
Registered Principal, Henderson, Nevada)
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Regulatory Environment

Complex Products Recelving More
Attention from FINRA

e Heavily scrutinized during exams and state
regulators are becoming active

Regulators Expect Rigorous Training and

Proper Disclosure to Clients

« Al Insight and the new alternative investment
disclosure
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Regulatory Environment

Continued Low Interest Rate Environment

Clients Demanding Higher Returns

Expect Perpetual Scrutiny from Regulators
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Disclosure, Training and

Best Practices

Presented by:
Ryan Penshorn



New Disclosure

o CO m b I n eS al I fo rm S I nto Alternative Investment and Limited Liquidity Investment Disclosure

AccountRegistration:

O n e I Product Description: | Today’s Purchase{s) Amount: §
N
Al Disclosure, 2111 ——

$ $

Investment Objectves® Risk Tolerance {select only one) TimeHorizon {Vears.
e a I I e Please rank Mvestmen! Ofjectives 7-3
I l l jl I l y I I I I I (1 peing me nignest 3 nanig me lowssy O GConservative

O Moderat:
O ireeme O srews O -

- - . a
*$00 Customar Agreament for definitions
I u I I y Pia3se Indicale M= leval of pravioss roduct inowledgs below (Exampis "W None, "L Lmiisd, “G7 Good, or “E Exiansive)
Sooes ____ | Sonde | MuLE Fungs Opuons vaname AnUTEs | vaname E | Anamare Invasmans
Assets Held Away Frovids mmm";ﬂmm Decision Making Experience:
Total Value of assats held away from NFP Securifes: TOECEsn {¥/N) I typically make my investment decisions with the
afi | advisor.
Bundled and pre-populated s =
Bonds Cash/Cash Equivalents
. . O I decline to provide the assets plions 3
SM ) ) e wmas
I n VI S O r O I I I p e e u y held away information above/to the arizblz Annuiies Anticipated 12-24 Month Special Liquidity Needs
right and acknowledge it is in my best | Vereteli= D 50-550.000
- - - . O $50.000 - $100,000
: ! O 1 3 interest fo disclose oulside Noldings [0 | —rmmrmr Tl = sro0.000-5250.000
my advisor Total (Must equal 1007} % O $250,000+
Bordered questions for issionable BD anly

LIMITED LIQUIDITY CALCULATION If Applicable
Tlliquid Alternatve Investment: An aseet thal cannot be convened to cash within & S0-05y Notice penod, afternitial 12 month lock-up if Spplicable.

Is today'sp i an illiquid i 7 OYes ONo If yes, please complete the calculation below
5 Today's proposed iliquid purchaseis) Total dlient iliquid
investment holdings
48 Totslof allexisting iliquid holdings 25 2 % of cument total
figuid net worth
P " 5 Liguid assets (1) %
=%____ Totalproposed illiquid holdings {Includes cash and cash equivalents) —_— "

(1) Liquid Assets: An asset that can ba convensd to cash within a 30-day notice pariod (Minimum quartery liquidity event regardiess of fees or penatties to liquidate).

Purpose for Purchase Required
Please deseribe (in dewil) the primary needs and abjectvesaf the client

Please describe (in detsil) howthe proposed product can meet the dlient’s needs:
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Al Insight Training

= Real Estate (7)

REIT Non-Listed and REIT AND Non-Traded/Publicly Listed (7)

. - Education Executive
o R eq u I red p rl O r to Sponsor Name Program Name Corporate Summary Program Summary - P—
SO ICItatIOn an Sa e Or American Realty Capital (AR American Realty Capital Trust IV, — o Access restricted by Broker Testnot ez

restricted by

each ap proved O'ﬁ:erl ng Capital, LLC) Inc. Sz:leesrs restricted by Broker Dealer available. Sraker Dealer

Querterly Updste Notes
Access

restricted by
Broker Dealer

Access restricted by Broker Testnot
Access restricted by Broker Dealer available.

* Provides overview of Dealer

Dusartesly Update Notes

CHML Securities Corp. Global Growth Trust, Inc

. Access
h Access restricted by Broker Testnot X
eaC prOd u Ct Cole Real Estate Investments Cole Credit Property Trust IV, INC.  a o oo roctrictad by Broker Dealer available restricted by
Broker Dealer
Dealer
Quarterly Updste Notes Access
Dividend Capital Industrial Access restricted by Broker Testnot

Dividend Capital Income Trust Access restricted by Broker Dealer available. restricted by

Broker Dealer

» Mastery test at the end i
of each section for Susneny upame e a

. Griffin-American Healthcare REIT Access restricted by Broker Testnot :
1 T B I, Inc Access restricted by Broker Dealer available. restricted by
registered reps Broker Dealer
Dealer
KBS Real Estate Investment Access restricted by Broker Access restricted by Broker Testnot e
KBS Capital Markets Trust il Inc Dealer T rr available restricted by

Broker Dealer

Access
restricted by
Broker Dealer

Wells Core Office Income REIT,  Access restricted by Broker Access restricted by Broker Testnot

\
Wells Real Estate Funds - Dealar Dealar available.

= Debt and/or Equity of Privately Owned Companies (3)

BDC — Non-Traded/Non-Listed (3)

Education Executive
Modules Summary

Program Name Corporate Summary Program Summary

Querterly Updste Notes
Corporate Capital Trust, Access restricted by Broker Testnot Access restricted

Co m i n g Soo n ! S TIE S Inc Access restricted by Broker Dealer available. by Broker Dealer

Dealer
Assistant Login S
Franklin Square Capital FS Energy and Power . Access restricted by Broker Testnot Access restricted
Pariners Fund Access restricted by Broker Dealer available by Broker Dealer
Dealer

Quarterly Updste Notes

Franklin Square Capital FS Investment Access restricted by Broker Test not Access restricted
Partners Caorporation 1l Access restricted by Broker Dealer available. by Broker Dealer
Dealer
s
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Best Practices

» Appropriate for savvy clients
G O O d Small percentage of assets where suitable

Let’s discuss risks, costs, and features

Alternative investments are my specialty

Replacing significant traditional fixed income positions
Large portion of client’s assets

Client signed the disclosure form

Bad

l ' I  These are low risk!
g y » Appropriate for everyone!
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Alternative Investment Business

Processing

Presented by:
Kelly Edwards



Should I go Direct or through National Financial?

National
Financial

No transaction or
One statement custody fees

Direct

Transaction & custody Statement for each
fees vendor
Approved by NFP &
National Financial Approved by NFP

INTERNAL USE ONLY. Not for public distribution. 2013 NFP STRATEGY SUMMIT




Paperwork Requirements

National Financial Direct

Subscription Agreement (product sponsor Subscription Agreement (product sponsor
supplied) supplied)

NFP Alternative Investment Disclosure NFP Alternative Investment Disclosure
(must be submitted with each purchase) (must be submitted with each purchase)
NFP Limited Liquidity Asset Disclosure (If NFP Limited Liquidity Asset Disclosure (If
exceeds 25% of client’s liquid net worth) exceeds 25% of client’s liquid net worth)
NFP Commissionable Alternative : :

Investment New Account Form Addendum Direct Business New Account Form (must

(For accounts est. before Sep 2012) be submitted once for each registration)

Entity documents (if required by product
sponsor)

NFS Alternative Investment Addendum &
Custody Agreement (one per account)

NFS Alternative Investment Request for
Transaction (must be submitted with each
purchase or redemption)
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ltems Required to Begin Processing

What three things are required before we
can begin processing an

alternative investment in a brokerage
account?
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ltems Required to Begin Processing

e Brokerage account

An account must already be established by the client and preferably
funded

e Approved product of both NFP Securities, Inc. and National
Financial

e Completed requisite Al Insight module(s)
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National Financial Alternative Investment

Addendum & Custody Agreement Update

e Only one Custody Agreement needed per account.

location of Ra;ponmbllmas corsinsed 5. Fees

P | . " p— p— oy e ety sy ¥ e 65 o, e e e Aomms
Alternative |I'IVES‘I.’IT‘IEntSAddendumandCustodyAgreement i e b S g syl 4 momrey oy et brkrage e | i el Lo i ey
o el i e = h;‘.nur i S e el ..Am,.-u..m.n—m. = o gt tn e A
Sarvices LLC. on acreen arllln \JFI[AI [ naed o ee, U o af the o g NFS cavtaen n“'“ G = Addancum. You should comult with
-'--'rp-s-"a aneng = g oy oalow r-....m.m..ﬁ cdtion o fra stancet = . Cintomer Fass from pour Account m"-,n.mm.umu ) K TS T o derorion mwmm“m‘mhmwm:_um
1. Account Informati S e e wel """".;. T e e s e P et )
ccount ntormation Eonte wn forth iyt sy 12 b ey by m...d...—;«dm.;-m:- l.ﬂl:dfﬂv\rqw'ﬂbh T il b ekt o the scccurtih \d Enfo nt
= e | oo o e : it kb e et nforceme
i e s s o
b whh yubyy fmamart 2yt Tha ey .ndmnmx arlmnnlln’mlhdlld-bgu - e mit
=y pelatoa Al Cotrmar P st i S Al v, mow caasa. Cuitatdle of
| T L [——— i o, il b b o A, o i i s e g, ol e e 2wt
o Cumormer Fann e e oy et e | e iy -v—-"-"«d"a
B e rcriomeis e Sz { Absrs Brt') erviie £ A uarias et el It
mazcrmitie in the
B o o iy e T maybe ey & d Dates  Form carmot ba processad without sgnaturas and datas.
5 oty !
2. Addendum to Agreement oo o At et e St heert s P . yre— - [oy—
" [Eer——rr——r— prom— s m | Spend adecrieciys et el Trdora e gareons 550 par barmacin B isiamio =" vt ey gt of Ny g e o st
e ru = e your B o e+ Ay oy e i
= geveming :‘-m‘rwﬂ-d"‘rﬂﬁ‘--“""'-"“ e | e —— um.lmm”lm (.md....aum Fou: -
D B e e e e e e e ErSm I g S mﬂ;;-:mm, R e e . b b
FS abo sct an agant Tt Ce SAMPLE TRA e e -.cannl\nl?-} ‘zmhzﬂwdflnﬂw_!r-'
CFMTC x ctocdar o . < . . Arv iy e st i shal i cooec ¢ SIS pae ezt . ey o e
b it - 7 e oo Accomt. T oty < d Reporting of Alternative Investm| il o e * = Hihe b e o that hay
i nd mtrct
oo bbby waiad shorrstve vt mnsts [ Abarratien - P . — [t e o by e
o o bkl s bl et e el o ity e | e . i
e e bl P m.r..!f‘.:...-..... ‘ramaction aec Py v o el ot 2= == L
ey e e &. Acknowledaement of Rick I
trwraactiorn. An szt st have cash aval o to purchass s Pl - g Of K { Datn oo | ot Account Gwmar Signanm Duas. -0 1ovr
sl e mesatort maca, L]
1 bm"l‘-m ve imeemarts. bll# NES hae rot any acvice or »dn\ua«ﬂanmlhi o
. — o SL00 i WY acknowacye .g-.d..nh.«l o vabua o th '7’ e m.é’ ’
3. Scope and Allocation of Responsibilities Spomor cnfireton sy ot may 1ot o = O e
ik fr hn prwenl r\!“:mwmqmwww»ﬂlqm .j,..,.«....u s i |
[T —— N [T p— [T —— o mcatenct NFS vl Htoratee i - dlrzd-:hn_ wd iy i
" wil e 20 : oy [Ri—— e Sligaace, reviem o svaluricn, o a -
masimiart, v, j—— ratod afds pablichy raded secuitien, inthuding -
- mw: . e i i B i i el diplioged o e 2 mcabvact e &m:hmen&ﬂhp«md ot hp«rd«-ll(urlmmhmrﬁmwhm,wrm | et )
sty A ——; ] et = 374 (EREAT il b, NFS il ol 0 - b gy - enbom, an nestmbibey o She Abarasiien
dl,.__,,,,_ﬂ s hocing S B Coce (T . e e = iy |
Abaratve wmtmonts, it mesatments - Brpractial o monive crmal kel Bt st oy . 0
E 3 i mgdtor. Wi ot i e I | = y.u. prpiiary | 7. Indemnification and Hold Harmless
- " - - l=||loc| 12 ot halkd)
Azt tamants i code ] g choarecio bt | p i ety ki ol oyt s,y s, e
12the Al e Pl s e -dmww*mé*rwh*-'l-'« NFS sl hwva i gl B T L R e e s : = e .
ol e, marage. o2 . vah ran ey e bk, Encocen, gy et by
PmbomllmlFAmhmansdlﬂMalm mgulstors, incheleg the R e EREA !"a’“-\"‘”z'-"‘ 2:! Pn-l_g'l:‘alx’;;ll*b(m‘ - i ? ecton, sl et ull = NS, F |ch“ﬂﬁ.__ ] thete ".ﬂ_
1 7 e e e s L e, b, e, clar e, i Fom, Tcers ccicrs, svplyeas, aorta.abbetmn, deabein,
it . ericue lqucdty wecd o b e et oMl i o | pary ‘ot oy o . oo e ey e i el
e pmnnﬁrm pllnmll‘ml Rk g o FMTC et 3 —eczndet. fou mrparcat g i ki bn At i
=i s NS PMTC ot ki, et e b, e g 2 f emors i
_.uul.g.mw...#ummmn&nm o et . ey dulay afilatm arct mm-m.nm iracion, ampioge, 12 S by 0 s ary i encr ourl prsvs, raage, e
o NS = e -m.nn Idrn.
e 1x vl et il b vk st wlmnhiﬁ-mm gn.w..d.«.-u..u.s..a-\g o e ek
iy il ki the colar imveai lmn—\m- nctuding, bt ot b b, & Jaims tai, wnd parcmal
Rt iFrica deta s mecatvad i kst s provided 5 1S by dhe s i ofiar. mpressriation.
‘continued or next page
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National Financial Alternative Investment Forms

Signatures and Dates consined

Employar Signaturs For Frermiere Sefc® Retirerrant Aan Aozourts

|f e scoount in the Account Infomation saction of tha Aharrative Investmants. Addendum and Custody Agroamant " Addandum”) = 2 Pramikea
Saloct Betramant Plar then the Employar sdmimistonng the Framiore Solkact Zatimmant Flan mess alsa sign this form, By sigring below, your

= Acknowiedgs that you have read,
undas :nd.g-aa!-beb-onnd by e
tarms and conditi

« Acknowledga that you mu—.am

Alternative Investment

Request for Transaction Letter of Instruction (LOI)

Uss thiz form Pt capital call requests. Ty ot aut and fll
Uzing CAPITAL latiars and Byt ok o A it e grippc e el e

4 Yo uncerstand ycus ctligatinta
aparats th plan In scceedancs with plan
decuments, Feladig 1 phn reqFemsot

o apply minimum distr

2 Mainizining the Akamative Invesimant
doas nat constius 3 od
transaction s defined under ERISA and the

A and related regulitions, Interpratations

~ responsibiity for rewiewing tha tarms of all and guidanca. raguiramants, nobw rva
Helpful to Know fring s dclomrs dooumaris for 3 Hokdethe Atamatis Invecimaris in un i chatanges
Altormatve Inuastmant, and you srmurs that tarscn with snplicaink lwe, rulas and spplicsble o Akamative Investments.

B advesad that NFS & submitiing the alternatve investment pundass  « A signed Fund Subscription Ageement must accompeny this
or mdemption on your behaf. I e event NFS 5 unebla to confirm requast, f applicabla.

the trensction ta tssuer, NFS may taka action with respect 1o + You must sign this form and retum o your nvesiment
maﬂcnmtrd.dng remewsl of the altemathve invesament st

poston
e e redeoe™ + Tho Moematie Invosimens Adandum and Custody Agresmant

must ba complatod prior to tha nitsation of an atematta
vastmant rarssction and tha acoount must b funded or have
cash awailable for purchase in the acoount bafiora an alamative
Fwustmant trarssction wil ba proossad.

1} All sncuritios hakd in tha Account ars in o gulatiors, incw "9 RCand ERSA
accordarca with tha torms and conditions:
of the Fromiare Salect Rotremant Plan and

Trust governing tha Account.

tssuer dows not remi the proceeds to MFS.

ot G M A, WL,

Employer Signatura Cate um- oo -y
Transaction | o,

[SrT——

Tk ona Parchaza || >al'hecesm
[t tazmn

I
urter of Famne | |-»¢ | |Ar|:|n|

Slg natures and Dates Form cannot be processed without signatures and dates.
By signing below, you:

* Putheriza your BrokerDaalar and h.to«al = Repmsant that, befom submitting this « Inckemrify and hold hammisss your Broker’
Financial Services LLC ["NF5") a5 ag) request to Fidslity, you have mosived and Diaalar, NF5, PMTL, thair officers, direciors,

fior Pty Maragemant Tnast Com| n.
FEMTC e G for your b

::oonm “Account”) ard, H appbesbo, &
submit tha transaction 2 nsuctad on this
fiorm to the issuer and bo taks such othar
actons a5 may be necessary to complate
sud'\ transaction, cheding dalvary and

recapi of funchs to or Fom your Account
and the lssuar a5 may ke mgued

Tonmed the temes af the prvats placemant
mamacrandum, tam sheat or ofhar
dizzhenra doouments and 3
affacting or pertsining to tha Altornative
Investmants.

+ Adknowlodge that you hava th ol
responsiity for tha Investmant and
ckai.ll resparshility for datermins

thi sppmpriztenass and sutabilty o
Alematve Ivestmants.

ampioyaas, agerts, =
sucomazors, Zsigns and
om amy claims cr ke that may
2 result of this Erarsaction.

+ Uncrstand that this raquest and any

ates, shamhoidars,

msuiing transactions ara subject o tha
tarms and conditions of the Altamative

mvestmantz Addsndum and
Agrooment.

7ot AcTmut Cherr Marme. S, MU, Lot

[Pri Accibonal Acmunt Owner hara Fias, ML Lt

Acrount Cwoer Sigratura

)

Date sw-oo-rre | | Additionsl Account Chmar Signature

Diate mw-oo-rry

Broikar/Daakrs should sand the complatod eriginal Fund
Imwmstment documants and the Atermate imastmants
chadklist with this requast to:

Altarnativa Isvastments Dopartmant
satontoe: Al Trading

Hational Financtal Sanvces, LLC

495 Wiashington Blwd.

Jarsay Cig, NJ 07310

} )

}

National Financial Serces LLC, Membar WYSE, 5IPC

L 1.898876.102

Page1cf2

1.898874. 102 - 4 19008.4.0 0512

continued on next paga
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Alternative Investment Paperwork

e When purchasing an alternative investment in a brokerage
account, reps should send the subscription agreement
directly to the product sponsor.

e You can submit copies or fax the paper work to NFP
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Alternative Investment Paperwork

e Answer: False on both accounts

e Product sponsors require National Financial Medallion Stamp
e Product sponsors usually require original documents

e Original forms should be mailed to:

NFP Securities, Inc.

Attn: Trading Support - Al Processing
1250 Capital of Texas Hwy, S - 2-125
Austin, TX 78746

National Financial will accept copies of the Alternative Investment
Addendum & Custody Agreement and Request for Transaction
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Alternative Investment Custody Fee

e $35 per position, up to a maximum of three positions ($105 max) per
account

Charges applied in December each year

e If insufficient funds
Unsecured fee posting will be placed in the account for the outstanding balance.

This fee is subject to write-off to the advisor if not covered by Jan. 31 of the
following year.

e All registration types are subject to the custody fee

o Qualified accounts holding alternative investment positions are still
subject to the IRA Annual Maintenance Fee

e Non-qualified accounts holding alternative investments are exempt from
the inactivity fee

INTERNAL USE ONLY. Not for public distribution. 2013 NFP STRATEGY SUMMIT



Alternative Investment Journals

Journals Between Like Registrations

New Alternative Investment Custody agreement required for the
receiving account (if not already on file)

Plus any additional cashiering requirements
No alternative investment transfer fee

Journals Between Unlike Registrations

New Alternative Investment Custody agreement required for the
receiving account (if not already on file)

Any transfer forms required by the sponsor

Additional forms may be required by sponsor. Contact them for details,
ex. Death certificate, divorce decree, trust documents.

Plus any additional cashiering requirements
Alternative investment transfer fee is applicable
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Alternative Investment Transfers

e Transfers into a National Financial account may take 30-60
days to complete

e Required forms:

Alternative investment product sponsor’s transfer/re-
registration form

National Financial Transfer of Assets form

Addendum and Custody Agreement (for receiving brokerage
account if not already on file)

e Additional forms may be required by company holding the position.
Contact them for detalls, ex. death certificate, divorce decree, trust
documents

e $50 transfer/re-registration fee charged to the client account
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What can | expect once NFP receives my paperwork?

e Upon receipt

Paperwork reviewed for completion and accuracy by Trading
Support

Verify account is funded

e Paperwork is in good order and the client account is funded
Paperwork forwarded to an internal OSJ

Reviewed for suitability and approval
OSJ checks for Al Insight training

e Once the OSJ approves the paperwork, it is overnighted to
National Financial for processing.
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Alternative Investment Best Practices

e The standard processing time: 3 to 5 business days

e Open and funded account with NFS

e Account Number on all forms

e Wait until funds have posted to account
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Alternative Investments Best Practices

e List “NFS, LLC” as the custodian

e Mail required forms to NFP in Austin “Attn: Trading”

e Notify Trading Support of time sensitive items

e Do not submit the forms or funds directly to the
alternative investment product sponsor if the
Investment is meant to be held in a brokerage account.
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Other items that may cause a delay

e Missing or mismatched dollar amounts

e Asset name not completed

e No signature

e NFP Advisor Services Groupis unable to update client
signed documents
Incomplete/inaccurate documents returned to rep

All changes must be initialed by client
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Coming soon to an AdvisorComplete near you!

Coming July 2013...

Brokerage alternative investment purchases
will be processed through AdvisorComplete!
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Structured Products: New CE Reminder

You must pass the
Structured Products
exam through AAM every
2 years
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Questions?

General Trading and Alternative Investments
800-880-0080
Options 1, 2
tradingsupport@nfp.com

Advisors Asset Management
800-880-0080
Options 1, 1

INTERNAL USE ONLY. Not for public distribution. 2013 NFP STRATEGY SUMMIT


mailto:opssupport@nfp.com

Your Session Feedback

Launch the mobile app from your To download the app for conference
mobile device and select this agendas and more, go to
session from Agenda.

www.eventmobi.com/NFPStrategySummit

or scan this QR code:

Ofar:

Visit the NFP Business and Technology
Solutions Desk located near the NFP
Provide a star rating, Registration Desk for assistance.

your comments and
Submit.
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