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Osaic FS, Inc. (hereinafter referred to as “we,” “our,” “us,” and/or “our firm”) provides this Regulation Best Interest 
Disclosure Document (this “Reg BI Disclosure Document”) to our clients and prospective clients (hereinafter “you” and/or 
“your”) to ensure that you are informed about the services we offer and your relationship with our firm. Among other 
things, this Reg BI Disclosure Document provides you with: (1) material facts relating to the scope and terms of our 
relationship with you, including the capacity in which we and our financial professionals are acting, the type and scope of 
our services, material limitations on our services, and the material fees and costs that apply to your accounts, 
transactions, and holdings; and (2) material facts relating to conflicts of interest that exist for us and our 
financial professionals in connection with the recommendations of securities and investment strategies involving securities 
(including account recommendations) that we, through our financial professionals, may make to you. 

You are strongly encouraged to review this Reg BI Disclosure Document in detail, and to contact your financial professional 
with any questions you may have. If you would like another copy of this Reg BI Disclosure Document, please feel free to 
access and download it from our website at osaic.com/fs/accounts/disclosures. You also may request a copy of this Reg 
BI Disclosure Document from your financial professional or by contacting us at 1-800-237-3813. 

1. Scope and Terms of Our Relationship with You 

We are registered with the U.S. Securities and Exchange Commission (the “SEC”) as both a broker-dealer and an 
investment adviser. Depending on your particular needs and investment objectives, we may assist you with broker-dealer 
services, investment advisory services, or both. There are important differences between our broker-dealer services and 
our investment advisory services, including, but not limited to, the services we and our financial professionals provide, the 
fees and costs you will incur, and the applicable law that governs each service model. It is important for you to understand 
these differences. You should carefully consider these differences when deciding which service and account type, or which 
combination thereof, are right for you. You should discuss these differences and address any questions you may have with 
your financial professional before engaging us to provide any services or opening any accounts with us. 

This Reg BI Disclosure Document relates to our broker-dealer business, and more specifically, the products and services 
that we provide to you when acting in a broker-dealer capacity, unless otherwise noted. 

Information regarding the differences between our broker-dealer services and our investment advisory services is set forth 
in our Form CRS, which is available at osaic.com/fs/accounts/disclosures. You also may request a copy of our Form CRS 
from your financial professional or by contacting us at 1-800-237-3813. Additionally, the SEC’s Office of Investor 
Education and Advocacy (“OIEA”) has made available to the public free and simple tools that you can use to research 
firms and financial professionals, including us and our financial professionals, at Investor.gov/CRS. OIEA also publishes 
on its website educational materials regarding broker-dealers, investment advisers, and investing. 

1.1. Our Capacity 

Broker-Dealer Capacity 

 
All recommendations made by your financial professional regarding your broker-dealer accounts for which we are solely 
providing broker-dealer services (your “broker-dealer accounts” or “brokerage accounts”) will be made in a broker-dealer 
capacity. Your financial professional will not make investment decisions for you or manage your brokerage accounts on a 
discretionary basis. Because your financial professional does not have discretionary authority over your brokerage 
accounts, he or she cannot buy or sell securities in your brokerage accounts without first obtaining your consent. While your 
financial professional may recommend securities and/or investment strategies involving securities (including account 
recommendations) to you, it is important for you to understand that you are ultimately responsible for making the decision 
to purchase or sell securities, or to execute any investment strategies involving securities (including account selection). 
When acting in a broker-dealer capacity for your brokerage accounts, your financial professional will only purchase or sell 
securities in such accounts when and as specifically directed or authorized by you. Your financial professional will not 
monitor your brokerage accounts, your investments therein (including, but not limited to, securities that he or she 
recommends to you), or their performance, on an ongoing basis. 

If you have multiple account types with us (i.e., both broker-dealer accounts and investment advisory accounts), your 
financial professional will tell you which of your accounts he or she is discussing when making recommendations to you. 
Additionally, before or at the time your financial professional makes a recommendation to you, your financial professional 
will tell you if he or she is limited to making recommendations to you in a broker-dealer capacity only. For instance, even 
though our firm offers both broker-dealer accounts and services and investment advisory accounts and services, some of 
our financial professionals are able to offer only broker-dealer accounts and services. If this situation is applicable to your 
financial professional, your financial professional will not be able to offer you investment advisory accounts or services; your 
financial professional will not be able to serve you in an investment advisory capacity; and, while your financial professional 

https://osaic.com/fs/accounts/disclosures
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will be available to assist with your accounts and investments, your financial professional will not monitor your accounts, 
your investments therein (including, but not limited to, securities that he or she recommends to you), or their performance, 
on an ongoing basis. You should discuss these material limitations and address any questions you may have with your 
financial professional. For additional information regarding material limitations on our and our financial professionals’ 
services, please see Section 1.2.1 below. 

In our capacity as an SEC-registered broker-dealer, we can offer you the broker-dealer services described in Section 1.2 
below. When we act in a broker-dealer capacity, we are required to comply with: (1) the federal securities laws, including 
the Securities Act of 1933, as amended (the “Securities Act”), and the Securities Exchange Act of 1934, as amended (the 
“Exchange Act”), and the SEC rules and regulations adopted thereunder; (2) the rules of self-regulatory organizations, 
including the Financial Industry Regulatory Authority (“FINRA”) and the Municipal Securities Rulemaking Board (the 
“MSRB”); and (3) applicable state laws, rules, and regulations. When we, through your financial professional, provide you 
with any recommendation of securities or investment strategies involving securities (including account recommendations) 
in a broker-dealer capacity, we are required to act in your best interest and are prohibited from putting our interests ahead 
of yours at the time the recommendation is made. 

When we and/or your financial professional provide investment advice, as such term is defined under the Employee 
Retirement Income Security Act of 1974, as amended (“ERISA”), to you regarding your ERISA qualified retirement plan 
account or individual retirement account (“IRA”), we and your financial professional are fiduciaries within the meaning of 
Title I of ERISA and/or the Internal Revenue Code of 1986, as amended (the “Internal Revenue Code”), as applicable, which 
are laws governing retirement accounts. The U.S. Department of Labor has published and made available a myriad of 
educational materials regarding ERISA fiduciary responsibilities at 
https://www.dol.gov/general/topic/retirement/fiduciaryresp. The way we make money creates some conflicts with your 
interests, so we operate under a special rule that requires us to act in your best interest and not put our interest ahead of 
yours. 

Before or at the time you enter into a broker-dealer relationship with us, you will receive our Form CRS, which provides 
information about the broker-dealer services and investment advisory services that we offer, the fees and costs that you will 
incur in connection with those services, specified conflicts of interest that we and our financial professionals have, the 
standards of conduct to which we and our financial professionals are subject, and our firm’s and our financial professionals’ 
disciplinary histories, among other matters. Our Form CRS is available at osaic.com/fs/accounts/disclosures. You may 
request a copy of our Form CRS from your financial professional or by contacting us at 1-800-237-3813. For detailed 
information regarding the commissions, trading/execution fees, and brokerage service charges that we establish, control, 
and charge to clients when serving as broker-dealer of record for accounts held with National Financial Services LLC 
(“NFS”), please see our Fee and Commission Schedule for Accounts with NFS (the “Fee and Commission Schedule”), 
which is provided to you at the time you open an account at NFS. The Fee and Commission Schedule will change over 
time, and can be found on our website at osaic.com/fs/accounts/costs. 

Before consenting to any broker-dealer relationship with us, you should review the important disclosures in this Reg BI 
Disclosure Document, including those related to the services you will receive; the fees, costs, and expenses you will pay; 
the compensation that we and your financial professional will receive; and our and your financial professional’s conflicts of 
interest. After reviewing these disclosures, please address any questions you may have with your financial professional. 

Investment Advisory Capacity 

 
A fee-based investment advisory program, sometimes called a “managed account,” can potentially be more appropriate for 
you than a commission-based account, such as a brokerage account, if you want your financial professional to provide 
ongoing investment advice and management of your account. We act as the sponsor and broker-dealer in connection with 
some of the investment advisory programs and services that we offer, and we offer a number of different investment advisory 
programs and services. All recommendations made by your financial professional regarding your fee-based investment 
advisory accounts established for the investment advisory programs and services we offer, and for which we have agreed 
in writing to serve as your investment adviser (your “advisory accounts”), will be made in an investment advisory capacity. 
All recommendations made by your financial professional when providing you with financial planning, consulting, or seminar 
services will also be made in an investment advisory capacity. 

In our capacity as an SEC-registered investment adviser, we can provide investment advisory services to you for a fee. 
These investment advisory services may include: (1) ongoing investment advice in connection with our own sponsored 
investment advisory programs and investment advisory programs sponsored by third-party asset managers (“TAMPs”), 
which include both wrap-fee and non-wrap fee programs; (2) investment advice in connection with the selection of TAMPs, 
separately managed account managers, investment model providers, and investment strategies for your advisory accounts; 
and (3) investment advice in connection with our financial planning, consulting, and seminar services. We can also place 

https://www.dol.gov/general/topic/retirement/fiduciaryresp
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orders for you in an investment advisory capacity through a broker-dealer account held with us, or through external accounts 
held with other broker-dealers. 

When we act in an investment advisory capacity, we do so pursuant to a written agreement with you that sets forth the 
terms and conditions of our investment advisory relationship with you, including our obligations to you and your 
responsibilities as an investment advisory client. When we act as your investment adviser, we owe a fiduciary duty to you 
under the Investment Advisers Act of 1940, as amended (the “Advisers Act”), which encompasses duties of care and loyalty, 
and requires us to act in your best interest and prohibits us from putting our interests ahead of yours. 

When we and/or your financial professional provide investment advice to you on a regular basis regarding your ERISA 
retirement plan account or IRA, we and your financial professional are fiduciaries within the meaning of Title I of ERISA 
and/or the Internal Revenue Code, as applicable, which are laws governing retirement accounts. The U.S. Department of 
Labor has published and made available a myriad of educational materials regarding ERISA fiduciary responsibilities at 
https://www.dol.gov/general/topic/retirement/fiduciaryresp. The way we make money creates some conflicts with your 
interests, so we operate under a special rule that requires us to act in your best interest and not put our interest ahead of 
yours. 

Before or at the time you enter into an investment advisory relationship with us, you will receive our Form CRS, which 
provides information about the broker-dealer services and investment advisory services that we offer, the fees and costs 
that you will incur in connection with those services, specified conflicts of interest that we and our financial professionals 
have, the standards of conduct to which we and our financial professionals are subject, and our firm’s and our financial 
professionals’ disciplinary histories, among other matters. You will also receive our applicable Form ADV, Part 2A disclosure 
brochures, which provide detailed information regarding our investment advisory programs and services, the fees and costs 
that you will incur in connection with those programs and services, conflicts of interest that we and our financial professionals 
have, and other important matters. In addition, before or at the time your financial professional begins to provide you with 
investment advisory services, your financial professional will provide you with his or her Form ADV, Part 2B brochure 
supplement, which details your financial professional’s educational background, business experience, disciplinary history, 
and outside business activities and provides other important information. Our Form CRS and Form ADV, Part 2A disclosure 
brochures are available at osaic.com/fs/accounts/disclosures, and on the SEC’s website at www.adviserinfo.sec.gov. You 
may request a copy of our Form CRS or any of our Form ADV, Part 2A disclosure brochures from your financial 
professional or by contacting us at 1-800-237-3813. For detailed information regarding the commissions, trading/execution 
fees, and brokerage services charges that we establish, control, and charge to clients when serving as broker-dealer of 
record for investment advisory accounts held with NFS, please see our Fee and Commission Schedule, which is provided 
to you at the time you open an account at NFS. The Fee and Commission Schedule will change over time, and can be 
found on our website at osaic.com/fs/accounts/costs. 

Before consenting to any investment advisory relationship with us or your financial professional, you should review the 
important disclosures referenced above, including those related to the services you will receive; the fees, costs, and 
expenses you will pay; the compensation that we and your financial professional will receive; and our and your financial 
professional’s conflicts of interest. After reviewing these disclosures, please address any questions you may have with your 
financial professional. 

1.2. Type and Scope of Our Services 

Broker-Dealer Services 

 
In our capacity as an SEC-registered broker-dealer, we and our financial professionals can recommend and effect securities 
transactions for you with your consent, including the buying and selling of stocks, bonds, options, mutual funds, closed-end 
funds, exchange-traded funds (“ETFs”), unit investment trusts (“UITs”), real estate investment trusts (“REITs”), variable 
annuities, variable life insurance policies, alternative investments, and other securities that can be held in your broker-dealer 
accounts. Your broker-dealer accounts may include any of the options or account types described under the heading 
“Account Types” below. 

We provide various broker-dealer services related to your investments in securities, including, but not limited to, taking your 
transaction orders, facilitating the execution of your securities transactions, providing general investment information, and 
providing administrative and other services relating to your broker-dealer accounts and investments. Our financial 
professionals also provide point-in-time recommendations concerning whether to buy, sell, or hold securities. Our broker- 
dealer services also include recommendations of investment strategies involving securities, including recommendations of 
account types and rollovers or transfers of assets, such as the rollover or transfer of workplace retirement plan assets into 
an IRA. 

https://www.dol.gov/general/topic/retirement/fiduciaryresp
https://osaic.com/fs/accounts/disclosures
http://www.adviserinfo.sec.gov/
https://osaic.com/fs/accounts/costs


LFN12123 Page 6 of 45  

We offer the option to automatically invest cash held in brokerage accounts custodied by NFS, our custodian and clearing 
firm, in products and accounts used as “cash sweep” vehicles, including, but not limited to, our Insured Bank Deposit 
Account (the “IBDA”), our Insured Bank Retirement Advisory Account (the “IBRAA”), and money market mutual funds, while 
awaiting reinvestment as described under the heading Cash Sweep Program for Accounts Held with NFS below. We also 
offer access to securities-backed loans (“SBLs”) and securities-backed lines of credit (“SBLOCs”) offered by various third- 
party lenders, which allow you to borrow cash secured by eligible securities held in your broker-dealer accounts; and margin 
account services, where NFS extends credit, or a loan, to you for the purpose of purchasing, carrying, and/or trading 
securities. 

We do not accept instructions to route your transaction orders to a specific market center (“directed orders”) and we do not 
custody securities or self-clear transactions in connection with your accounts. We transmit non-directed orders to NFS, 
which may route those orders to various market centers for execution. We do not receive any payment for order flow. 

• In accordance with SEC Rule 606(a), we publish a quarterly report which contains certain required information 
regarding NFS’s routing of held, non-directed customer orders in Regulation NMS stocks, as well as both held and 
not held, non-directed customer orders in listed options with a market value of less than $50,000 (the “Quarterly 
Order Routing Practices Report”). This report is available at osaic.com/fs/accounts/disclosures. 

• In accordance with SEC Rule 606(b)(1), upon your request, we are required to provide a report containing specific 
information regarding NFS’s routing and execution of held and not held orders placed on your behalf for the 
preceding six (6) months. This information includes the identity of the venue where your orders were routed for 
execution, whether the orders were directed or non-directed, and, if the orders were executed, the time of execution. 

• In accordance with SEC Rule 606(b)(3), subject to certain exceptions, upon your request, we are required to provide 
specific disclosures regarding NFS’s routing and execution of not held orders placed on your behalf for the 
preceding six (6) months. 

We do not have any minimum requirements, such as minimum investment amounts, for you to access our broker-dealer 
accounts or services, but some of the investments that we make available to you have minimum investment requirements 
set by the issuers of those investment products. Information regarding minimum investment requirements for a particular 
investment is available in that investment’s prospectus or other offering document. You can request a copy of a particular 
investment’s prospectus or other offering document from your financial professional at any time, and prospectuses will be 
delivered to you in connection with your purchases of investments, as and when required by applicable law. 

Account Types 

 
In order to receive any of our broker-dealer services described above, you must first open a broker-dealer account. We offer 
access to a variety of broker-dealer account types with different features and benefits that are intended to address the 
different needs and objectives of our retail customers. When opening a broker-dealer account, you may choose from various 
options or account types, including brokerage accounts held with NFS; accounts held directly with issuers of the securities 
that you purchase; education accounts (e.g., education savings plans); IRAs and other retirement accounts, where your 
investments will be held with the custodian of the retirement account; and certain specialty accounts (e.g., margin accounts). 

Additional information regarding available broker-dealer account options, including their key features and potential benefits, 
can be found at osaic.com/fs/accounts/features. Before deciding whether to open any account with us, you should discuss 
all of your account options with your financial professional to decide which account type best fits your financial goals and 
circumstances. 

DirectChoice Brokerage Program 

Our DirectChoice Brokerage Program is a no-transaction fee mutual fund-only brokerage program with individual and joint 
non-qualified and qualified accounts (such as Traditional and Roth IRAs) held with NFS. All purchases are made in ‘A’ 
share class funds. Existing A, B, and C share classes from participating sponsors may be transferred into a DirectChoice 
brokerage account. The list of participating sponsors is subject to change without notice to clients. You can request a copy 
of the current list of participating sponsors, as well as copies of their respective mutual fund prospectuses or other offering 
documents, from your financial professional at any time.  

There are no annual maintenance or custodial fees, account minimum fees, account inactivity fees, transaction fees, 
contribution or deposit fees, or paper surcharges for DirectChoice brokerage accounts. There is, however, an account 
termination fee for IRAs and other additional fees for optional account features and services. You can request more 
information on DirectChoice brokerage account fees and optional services from your financial professional at any time. 

https://osaic.com/fs/accounts/disclosures
https://osaic.com/fs/accounts/features
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Cash Sweep Program for Accounts Held with NFS 

In our capacity as broker-dealer of record for accounts held with NFS, we offer a “cash sweep” program that allows clients 
to have their cash balances awaiting investment (e.g., from cash deposits, securities transactions, dividend and interest 
payments, and other activities) automatically deposited, or “swept,” into a core account investment vehicle, or “cash sweep,” 
that we make available for their account type. Our cash sweep program provides clients with access to our Insured Bank 
Deposit Account (the “IBDA”), our Insured Bank Retirement Advisory Account (the “IBRAA” and, together with the IBDA, 
the “Programs”), or a money market mutual fund as described below. 

Bank Sweep Programs 

IBDA – Insured Bank Deposit Account (Symbol: QBLFQ) 

Our Insured Bank Deposit Account, or “IBDA” (Symbol: QBLFQ), is the default and only cash sweep that is available for 
use by IBDA-eligible accounts held with NFS. The IBDA is available to: individuals, acting for themselves or through an 
agent or fiduciary, whether having a single account or a joint account; trust accounts; sole proprietorships; certain IRAs and 
health savings accounts (“HSAs”) that do not participate in any of our fee-based investment advisory programs; certain tax- 
exempt non-profit organizations; and accounts beneficially owned by entities organized to make a profit, including 
corporations, limited liability companies, partnerships, limited liability partnerships, associations, business trusts, and other 
organizations. Account types that are not eligible to participate in the IBDA include accounts for: employee benefit plans, 
including those subject to Title I of ERISA and those subject to Sections 403(b) or 457 of the Internal Revenue Code; Keogh 
plans; voluntary employees’ benefit association, or “VEBA,” plans; small employer plans, such as SEP IRAs, SIMPLE IRAs, 
and solo 401(k) plans; IRAs and HSAs that participate in any of our fee-based advisory programs; and non-U.S. clients. 

Clients using the IBDA as their cash sweep will have their cash balances awaiting investment automatically swept into 
Federal Deposit Insurance Corporation (“FDIC”) insurance eligible accounts at one or more FDIC-insured program banks 
(“Program Banks”) that participate in the IBDA. Through the IBDA, participating clients are eligible for up to a maximum of 
$2.5 million in FDIC insurance coverage for individual accounts or up to $5.0 million in FDIC insurance coverage for joint 
accounts, subject to clients’ total amounts on deposit with the Program Banks, applicable FDIC rules, Program Bank 
availability, and other factors described in our Bank Sweep Program Disclosure Document, which is available at 
osaic.com/fs/accounts/disclosures. Additionally, clients participating in the IBDA receive interest on their cash deposits with 
the Program Banks (“Program Deposits”) through the IBDA at a rate that varies based on the amount of their Program 
Deposits through the IBDA, as described in our Interest Rate Schedule, which is available at 
osaic.com/fs/accounts/disclosures. The interest rates payable on clients’ Program Deposits through the IBDA are subject to 
change without notice to clients, so clients should consult our Interest Rate Schedule frequently. Interest on clients’ Program 
Deposits through the IBDA is accrued daily, compounded monthly, and reflected on clients’ account statements from NFS. 
Clients are solely responsible for monitoring the total amount of deposits they have with each Program Bank (both through 
the IBDA and outside of the IBDA) in order to determine the extent of FDIC insurance coverage available to them on their 
deposits and to identify any of their deposits that are not covered by FDIC insurance. 

IBRAA – Insured Bank Retirement Advisory Account (Symbol: QRLFQ) 

Our Insured Bank Retirement Advisory Account, or “IBRAA” (Symbol: QRLFQ), is the default and only cash sweep that is 
available for use by IBRAA-eligible accounts held with NFS. Eligibility for the IBRAA is limited to certain IRAs and HSAs 
that participate in our fee-based investment advisory programs. Account types that are not eligible for the IBRAA include 
SEP IRAs; SIMPLE IRAs; IRAs and HSAs that do not participate in any of our fee-based investment advisory programs; 
and accounts for non-U.S. clients. 

Clients using the IBRAA as their cash sweep will have their cash balances awaiting investment automatically swept into 
FDIC insurance eligible accounts at one or more FDIC-insured Program Banks that participate in the IBRAA. Through the 
IBRAA, participating clients are eligible for up to a maximum of $2.5 million in FDIC insurance coverage for their accounts, 
subject to clients’ total amounts on deposit with the Program Banks, applicable FDIC rules, Program Bank availability, and 
other factors described in our Bank Sweep Program Disclosure Document, which is available at 
osaic.com/fs/accounts/disclosures. Additionally, clients participating in the IBRAA receive interest on their Program 
Deposits through the IBRAA at the rate described in our Interest Rate Schedule, which is available at 
osaic.com/fs/accounts/disclosures. The interest rate payable on clients’ Program Deposits through the IBRAA is subject to 
change without notice to clients, so clients should consult our Interest Rate Schedule frequently. Interest on clients’ 
Program Deposits through the IBRAA is accrued daily, compounded monthly, and reflected on clients’ account statements 
from NFS. Clients are solely responsible for monitoring the total amount of deposits they have with each Program Bank 
(both through the IBRAA and outside of the IBRAA) in order to determine the extent of FDIC insurance coverage available 
to them on their deposits and to identify any of their deposits that are not covered by FDIC insurance. 

https://osaic.com/fs/accounts/disclosures
https://osaic.com/fs/accounts/disclosures
https://osaic.com/fs/accounts/disclosures
https://osaic.com/fs/accounts/disclosures


LFN12123 Page 8 of 45  

Money Market Mutual Funds 

Fidelity® Government Cash Reserves (“FDRXX”), a government money market fund, is the default and only cash sweep 
that is available for selection by accounts held with NFS that are not eligible to participate in the IBDA or the IBRAA (as 
described above and in our Bank Sweep Program Disclosure Document). The current prospectus and other important 
information regarding FDRXX can be obtained from your financial professional and on our website at 
osaic.com/fs/accounts/disclosures. Clients are encouraged to review the prospectus for FDRXX for detailed information 
regarding the fund’s expenses and other important matters before selecting or consenting to the use of FDRXX as the cash 
sweep for their accounts. 

If your account with the firm uses FDRXX or any other money market mutual fund as a cash sweep, please contact your 
financial professional with any questions you may have regarding the fund or to request a current prospectus for the fund. 

For important information regarding the compensation that we receive in connection with clients’ use of certain money 
market mutual funds as cash sweeps and the firm’s related conflicts of interest, see Section 1.3.2 below. 

Investment Products Available for Purchase Outside of Our Cash Sweep Program 

Regardless of the cash sweep option that we make available for clients’ account types, all clients can invest in money 
market mutual funds and other investment options that we make available for purchase outside of the firm’s cash sweep 
program. Clients should understand that our cash sweep program is not a long-term investment option, and they should not 
view it as such. If clients desire, as part of an investment strategy or otherwise, to maintain cash positions in their accounts 
for other than a short period of time and/or are seeking the highest yields available in the market for their cash balances, 
clients should contact their financial professional to discuss investment options that are available for them to purchase 
outside of the firm’s cash sweep program, including, but not limited to, money market mutual funds, that could potentially 
be better suited to their needs and goals. 

Our Investment Philosophy 

 
We are committed to establishing a long-term relationship with you. We have access to a diverse spectrum of products and 
specialized support, and we strive to deliver integrated, personalized services and recommendations that are designed to 
assist you in selecting the investment products that are most aligned with your unique needs, goals, and objectives. In 
assisting with the selection of investment products, we endeavor to help you evaluate securities across diverse asset 
classes. Your financial professional will evaluate the performance, risk, style, and other characteristics of every security that 
is recommended to you. By doing so, your financial professional can make tailored recommendations on specific 
investments with volatility, risk, and other characteristics that are aligned with your stated needs, goals, and objectives. 

We require your financial professional to have a reasonable basis to believe that each recommendation made to you is in 
your best interest, taking into account the potential risks, rewards, and costs associated with the recommendation, any 
reasonably available alternatives, and your individual investment profile, among other factors. Factors that your financial 
professional will consider when reviewing your individual investment profile include your age, investments, financial situation 
and needs, tax status, investment objectives, investment experience, investment time horizon, liquidity needs, risk tolerance, 
and other relevant information that you may disclose to us in connection with a recommendation. We also prohibit your 
financial professional from placing our or his or her interests ahead of your interests at the time a recommendation is made. 

Certain of our financial professionals may have their own specific or personal investment philosophies that differ, in some 
respects, from our investment philosophy. If this is the case for your financial professional, before or at the time your financial 
professional makes a recommendation to you that is based upon his or her own specific or personal investment philosophy, 
your financial professional will explain his or her investment philosophy to you, and you should discuss the investment 
philosophy and address any questions you may have with your financial professional. 

1.2.1. Material Limitations on Our Services 

Given the breadth of our broker-dealer services and the diverse spectrum of products we make available, we do not have 
many material limitations on the type and scope of our broker-dealer services. For instance, we do not limit our investment 
offerings to specific asset classes, a select group of issuers, or investments or products issued, sponsored, managed, or 
developed by us or our affiliates (collectively, “proprietary products”). Additionally, we do not have any minimum 
requirements, such as minimum investment amounts, for you to access our broker-dealer accounts or services, though 
some of the investments we make available to you have minimum investment requirements set by the issuers of those 
investment products. 

Notwithstanding the broad scope of broker-dealer services and investments we make available, there are certain material 

https://osaic.com/fs/accounts/disclosures
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limitations on the services and investment products that we and your financial professional can make available to you, and 
these material limitations are set forth below. 

• Financial Professional Limitations: Not all of our financial professionals can offer the full range of investments and 
services our firm offers. 

 
o Non-Advisory Financial Professionals: Even though our firm offers both broker-dealer services and investment 

advisory services, some of our financial professionals are licensed to recommend and offer broker-dealer 
services only, whereas some of our other financial professionals are licensed to recommend and offer both 
broker-dealer services and investment advisory services. If your financial professional is licensed to recommend 
and offer broker-dealer services only, he or she will not be able to recommend, offer, or provide you with any 
of the investment advisory services our firm offers. 

o Financial Professionals with Limited Securities Licenses: Even though our firm offers access to a wide range of 
investments, some of our financial professionals hold securities licenses that permit them to recommend, offer, 
and sell only certain types of investments, such as mutual funds, variable annuities, or certain other specific 
investments. As a result, these financial professionals are unable to recommend, offer, and sell the full range 
of investments our firm makes available. If your financial professional holds securities licenses that permit him 
or her to recommend, offer, and sell only certain types of investments, he or she will not be able to recommend, 
offer, or sell you any investments not covered by his or her securities licenses, even if our firm offers access to 
those investments. 

 
o Financial Professionals without Insurance Licenses: Even though our firm offers access to a wide range of 

variable annuities and variable life insurance policies (together, “variable products”), some of our financial 
professionals do not hold the insurance licenses required to recommend, offer, and sell variable products. If 
your financial professional does not hold the insurance licenses required to recommend, offer, and sell variable 
products, he or she will not be able to recommend, offer, or sell you any variable products, even though our 
firm offers access to a wide range of variable products. 

 
Each of the above circumstances is a material limitation on the securities or investment strategies that your financial 
professional may recommend to you. If your financial professional is subject to any of these material limitations, he 
or she will communicate such limitations to you before or at the time of making a recommendation to you that is 
subject to, based upon, or a result of such limitation, and you should discuss these material limitations and address 
any questions you may have with your financial professional. In addition, you are strongly encouraged to research 
your financial professional’s experience, securities licenses, and registrations on FINRA’s BrokerCheck website at 
https://brokercheck.finra.org/ and the SEC’s website at www.adviserinfo.sec.gov. 

 

• Investment Limitations: While we offer access to a wide range of investments, including stocks, bonds, options, 
mutual funds, closed-end funds, ETFs, UITs, REITs, variable products, alternative investments, and other 
investment products, there are certain investments we do not offer. For instance, we do not offer all mutual funds 
or share classes from every single mutual fund company; all types of options; every type of ETF, UIT, or REIT; 
every type of variable product; every education savings plan; or every security (or securities from every company) 
in any other category of securities. This means that our financial professionals are limited to recommending only 
those investments that we are authorized to offer and that we make available through our platform. Moreover, if 
and when we provide broker-dealer services to you in conjunction with another broker-dealer, our ability to provide 
access to investments is limited to those common products that both we and the other broker-dealer already make 
available to our respective customers. Additionally, when providing you with services in a broker-dealer capacity, 
we only offer variable annuities and alternative investments (e.g., non-traded REITs, limited partnerships, oil and 
gas programs, managed futures funds, qualified opportunity zone funds, interval funds, private placements, 1031 
exchange programs, and funds of hedge funds) from third-party product sponsors who support our marketing and 
distribution efforts, including by making marketing support payments to us that help to subsidize our marketing and 
distribution costs. Finally, while we do not restrict retail customers’ access to mutual fund share classes in 
connection with “unsolicited transactions” (i.e., where our financial professionals have not recommended the 
transaction to you), our financial professionals may only recommend that you purchase Class A, Class C, and Class 
R mutual fund shares or certain other mutual fund share classes that we may make available, from time to time, on 
a limited basis. Each of these are material limitations on the securities or investment strategies that we and our 
financial professionals may recommend to you. For additional information regarding the marketing and distribution 
support arrangements we have with investment product sponsors, including a list of the product sponsors with 
whom we have arrangements, a description of the revenue we receive, and a description of our related conflicts of 
interest, please see Section 1.3.2 and Section 2.2 below, as well as our Annuity and Insurance Product, Alternative 
Investment, and Mutual Fund Marketing Support Disclosures, each of which is available at 
osaic.com/fs/accounts/disclosures under Disclosure Documents. 

https://brokercheck.finra.org/
http://www.adviserinfo.sec.gov/
https://osaic.com/fs/accounts/disclosures
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• Account Monitoring: When providing you with services in a broker-dealer capacity, our financial professionals are 
available to assist you with your broker-dealer accounts and investments; however, our financial professionals do 
not monitor your broker-dealer accounts, the investments therein (including, but not limited to, investments that our 
financial professionals recommend to you), or their performance, on an ongoing basis. This is a material limitation 
on our services and the services of our financial professionals. 

 

• No Discretionary Investment Authority: Our financial professionals do not make investment decisions for you or 
manage your broker-dealer accounts on a discretionary basis. Because our financial professionals do not have 
discretionary investment authority over your broker-dealer accounts, your financial professional cannot buy or sell 
investments in your broker-dealer accounts without first obtaining your consent. Our financial professionals may 
recommend investments to you, but you are responsible for making the ultimate decision regarding whether to 
purchase or sell investments, and our financial professionals will only purchase or sell investments for you when 
you specifically direct them to do so. This is a material limitation on our services and the services of our financial 
professionals. 

 

• Discounted Commissions; Self-Directed Brokerage: We are a full-service broker-dealer, not a “discount” broker- 
dealer. Given the wide range of broker-dealer services we and our financial professionals offer you as a full-service 
broker-dealer, we do not offer discounted brokerage commissions. Additionally, we do not offer a self-directed 
brokerage account platform through which retail customers can trade in their own accounts. These are material 
limitations on our services. 

 
1.3. Fees and Costs 

This section provides information about the material fees and costs that apply to your broker-dealer account, transactions, 
and holdings. Because our fees vary depending on the specific transactions that we facilitate for you and the specific 
services we provide to you, the information below first describes the fees and costs associated with your broker-dealer 
account, and then the fees and costs associated with transactions and holdings that our financial professionals may 
recommend to you or that you may otherwise pursue. 

1.3.1. Fees and Costs Associated with Your Account 

Depending on the type of broker-dealer account you open, you will pay certain fees and costs associated with your account. 
Unlike the fees related to your transactions and holdings described below, you will pay many of the fees associated with 
your broker-dealer account annually, although you will pay certain account-related fees on a more frequent recurring basis 
(e.g., monthly or quarterly) or each time you take certain actions or give us certain instructions with respect to your account. 

Because fees and costs vary among accounts, we have provided below an overview of fee and cost information for the 
types of accounts typically held by our retail customers. While the following overview is intended to provide you with a 
general understanding of the material fees and costs that you will pay in connection with your accounts, the specific fees 
and costs you will pay in connection with your accounts will vary as a result of the unique circumstances surrounding your 
accounts. To determine the specific fees and costs you will pay in connection with your accounts, you should refer to our 
Fee and Commission Schedule, which is available at osaic.com/fs/accounts/costs, and the account- opening agreements 
and other documentation for your particular accounts, and you should discuss those materials and address any questions 
you may have with your financial professional. 

Highlighted below are the material fees and costs associated with our broker-dealer accounts: 

• Inactive Brokerage Account Fee: If you have a broker-dealer account with us that is custodied by NFS, we charge 
you an annual inactive account fee to compensate us for services we provide, and reimburse us for expenses we 
incur, in connection with maintaining your inactive account. This fee is $50 and you will pay this fee annually when 
there is no qualifying activity (e.g., securities transactions) in your account during the twelve-month period ending 
with the fee assessment date, which typically occurs in December of each year. 

 

• Select Access Cash Management Account Fee: If you have a Select Access Cash Management Account with us 
that is custodied by NFS, we charge you an annual account fee for debit card access. This fee is $25 and you will 
pay this fee annually. 

 

• Premier Access Cash Management Account Fee: If you have a Premier Access Cash Management Account with 
us that is custodied by NFS, we charge you an annual account fee for the cash management and other features 
available with a Premier Access Cash Management Account, including, but not limited to, check writing and rewards 

https://osaic.com/fs/accounts/costs
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debit card access, and related services we provide. This fee is $100 and you will pay this fee annually. 

 

• Mutual Fund-Only Annual Maintenance Fee: If you have a Mutual Fund-Only IRA with us that is custodied by 
NFS, we charge you an annual account maintenance fee to compensate us for services we provide, and 
reimburse us for expenses we incur, in connection with maintaining your Mutual Fund-Only IRA. This fee is $10 
and you will pay this fee annually. 

 

• Retirement Account Termination Fee: If you have a retirement account with us that is custodied by NFS, we charge 
you a one-time account termination fee to compensate us for services we provide, and reimburse us for expenses 
we incur, in connection with terminating your account or transferring all assets in your account to another firm. This 
fee is $125 and you will pay this fee when you terminate your account with us or transfer all assets in your account 
to another firm. You will also pay the retirement account annual maintenance fee discussed above when you 
terminate your account with us or transfer all assets in your account to another firm if you have not previously paid 
that fee for the year in which the termination or transfer occurs. 

 

• Fee for Transfer of Assets Delivery for Non-Retirement Accounts: If you have a non-retirement account with us that 
is custodied by NFS, we charge you a one-time account transfer fee to compensate us for services we provide in 
connection with transferring all assets in your account to another firm. This fee is $150 and you will pay this fee 
when you transfer all assets in your account to another firm. 

 

• Alternative Investment Annual Custody and Valuation Fee: If you hold alternative investments in an account with 
us that is custodied by NFS, we charge you an alternative investment annual custody and valuation fee for each 
alternative investment position in your account. This fee compensates us for services we provide, and reimburses 
us for expenses we incur, in connection with having such alternative investments custodied and valued. This fee is 
$35 per registered alternative investment position in your account, and $125 per unregistered alternative 
investment position in your account, and you will pay this fee annually. This fee is subject to a maximum of $500 
per account per year. 

 

• Fed Wire Transfer Fee: If you request a wire transfer of funds from an account with us that is custodied by NFS, we 
charge you a one-time wire transfer fee to compensate us for services we provide, and reimburse us for expenses 
we incur, in connection with facilitating your wire transfer request. This fee is $15 and you will pay this fee each time 
you request a wire transfer from your account. 

 

• Overnight Check Fee: If you request a check from an account with us that is custodied by NFS on an overnight 
basis, we charge you a one-time overnight check fee to compensate us for services we provide, and reimburse us 
for expenses we incur, in connection with facilitating your overnight check request. This fee ranges from $12 to $24 
and you will pay this fee each time you submit an overnight check request. Notwithstanding the foregoing range, 
the exact amount of this fee will vary depending upon the delivery timing you request and applicable shipping carrier 
charges. 

 

• Returned Check Fee: If you have an account with us that is custodied by NFS and that provides a check writing 
feature, we charge you a one-time returned check fee when there are insufficient funds in your account to cover the 
amount of a check written from your account. This fee is $15 and you will pay this fee each time there are insufficient 
funds in your account to cover the amount of a check written from your account. 

 

• Stop Payment Fee: If you have an account with us that is custodied by NFS and that provides a check writing 
feature, we charge you a one-time stop payment fee when you request that we arrange for payment to be stopped 
on a check written from your account. This fee is $15 and you will pay this fee each time that you request that we 
stop payment on a check written from your account. 

 

• Cash Debit Balance Interest: If you have a cash debit balance in an account with us that is custodied by NFS, we 
charge you interest on your cash debit balance at the annual rate of 3.00% above the National Financial Base 
Lending Rate (the “NFBLR”). The NFBLR is set at NFS’s discretion with reference to commercially recognized 
interest rates, industry conditions regarding the extension of credit, and general credit conditions. The rate charged 
above the NFBLR is set by us in our sole discretion and increases the interest rate that you would otherwise pay 
on cash debit balances. The interest rate you will pay will change without notice to you as the NFBLR changes. You 
will pay interest on cash debit balances monthly. The current NFBLR can be found at 
osaic.com/fs/accounts/costs. 

 

• Legal Transfer of Stock Certificate Fee: If a physical stock certificate sent for deposit into an account with us that is 
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custodied by NFS does not match your account registration, or contains other errors that must be reviewed before 
the deposit can proceed, we charge you a one-time fee to compensate us for services we provide, and reimburse 
us for expenses we incur, in connection with facilitating the legal transfer or correction of such physical stock 
certificate. This fee is $90 and you will pay this fee each time a review for legal transfer or correction purposes is 
required. 

 

• Legal Return of Stock Certificate Fee: If a physical stock certificate sent for deposit into an account with us that is 
custodied by NFS cannot be accepted for legal reasons discussed above, the physical stock certificate will be 
returned and we will charge you a one-time fee to compensate us for services we provide, and reimburse us for 
expenses we incur, in connection with the return process. This fee is $75 and you will pay this fee each time a 
physical stock certificate cannot be accepted and must be returned. 

• Physical Certificates Securities Safekeeping Fee: If you hold physical securities certificates in an account with us 
that is custodied by NFS, we charge you a monthly physical certificates securities safekeeping fee to compensate 
us for services we provide, and reimburse us for expenses we incur, in connection with having such physical 
securities certificates held. This fee is $5 per certificate and you will pay this fee monthly when you hold physical 
securities certificates in your account. 

 

• Physical Reorganization Fee: If a physical stock certificate sent for deposit into an account with us that is custodied 
by NFS cannot be accepted due to a merger involving the issuer, a change in issuer name, or a similar 
circumstance, we charge you a one-time fee to compensate us for services we provide, and reimburse us for 
expenses we incur, in connection with facilitating the processing necessary to accommodate the issuer’s 
reorganization. This fee is $50 and you will pay this fee each time a physical stock certificate must be processed to 
accommodate an issuer’s reorganization. 

 

• Direct Registration of Securities Transfer and Ship Fee: If you choose to be directly registered as the owner of a 
security in an account with us that is custodied by NFS, rather than having such security held in “street name,” we 
charge you a one-time fee to compensate us for services we provide, and reimburse us for expenses we incur, in 
connection with facilitating such direct registration. This fee is $10 for securities that are eligible for the Direct 
Registration System (“DRS”) and $250 for securities that are not eligible for DRS. You will incur this fee each time 
you request that a security in your account be directly registered in your name. 

 

• Quarterly Paper Account Statement/Trade Confirmation Delivery Fee: If you elect to receive paper account 
statements and/or paper trade confirmations for an account with us that is custodied by NFS, we charge you a 
quarterly paper account statement/trade confirmation delivery fee to compensate us for services we provide, and 
reimburse us for expenses we incur, in connection with the preparation and distribution of your paper account 
statements and/or paper trade confirmations. This fee is $4.50 per account and you will pay this fee quarterly for 
so long as you elect to receive paper account statements and/or paper trade confirmations for your account. If you 
choose to waive receipt of individual trade confirmations, you will receive a quarterly confirmation statement 
summarizing all transactions taking place in your account during the quarter, as well as monthly statements from 
your custodian. You can avoid the quarterly paper account statement/trade confirmation delivery fee by registering 
for Wealthscape Investor and electing to have both account statements and trade confirmations for your accounts 
delivered electronically. Instructions on how to register for Wealthscape Investor and elect electronic delivery of 
both account statements and trade confirmations can be found at https://osaic.com/fs/accounts/access. 

 

• 990-T Tax Return Filing Fee: If you have a retirement account with us that is custodied by NFS and that holds a 
master limited partnership or limited partnership that generates unrealized business taxable income (UBTI) of 
$1,000 or more, we charge you an annual fee associated with Form 990-T Exempt Organization Business Income 
Tax Return filing. This fee is $75 per CUSIP and you will pay this fee each time Form 990-T is filed for your 
account; however, you will be notified prior to this fee being debited from your account. 

 

• Margin Loan Interest: If you have a margin account with us that is custodied by NFS, where NFS extends credit (a 
loan) to you for the purpose of purchasing, carrying, or trading in securities, NFS charges you interest on the 
outstanding balance of all credit it extends to you. A portion of these interest charges compensates NFS for the 
cost and risk of lending money to you. NFS shares a portion of these interest charges with us to compensate us for 
services we provide in connection with your margin account. Annual margin interest rates typically range from 0.50% 
to 2.50% above the NFBLR depending on your average margin debit balance. The NFBLR is set at NFS’s discretion 
with reference to commercially recognized interest rates, industry conditions regarding the extension of credit, and 
general credit conditions. The rates charged above the NFBLR are set by us in our sole discretion and increase the 
margin interest rate that you would otherwise pay for your margin loan. The margin interest rate you will pay will 
change without notice to you as the NFBLR and your average margin debit balance change. You will pay margin 
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interest monthly. For detailed information on margin trading, including interest rates, interest calculation 
methodologies, and other important matters, please review your Margin Account Application and Agreement, 
including the Margin Disclosure Statement and Disclosure of Credit Terms on Transactions included therewith, 
which you received or will receive in connection with your application for margin trading privileges. Additional 
information regarding margin trading, including NFS’s Margin Borrowing Brochure and the current NFBLR, can be 
found at osaic.com/fs/accounts/costs. 

 

• Securities-Based Loan (SBL) and Securities-Backed Line of Credit (SBLOC) Interest: We can provide access to 
SBLs and SBLOCs offered by various third-party lenders. If you enter into an SBL or SBLOC contract with a third- 
party lender, the third-party lender will extend to you a revolving line of credit (a loan), which will allow you to borrow 
cash secured by eligible securities in your account. If you enter into an SBL or SBLOC contract, the third-party 
lender will charge you interest on all cash you borrow under the SBL or SBLOC. Interest compensates the third- 
party lender for the cost and risk of lending money to you. Certain third-party lenders share a portion of the interest 
you pay with us, or otherwise make payments to us based upon the total amount of your outstanding loan balance, 
to compensate us for services we provide in connection with offering you access to the third-party lender’s SBL or 
SBLOC. Our receipt of these payments increases the interest rate that you would otherwise pay for your SBL or 
SBLOC. SBL and SBLOC interest rates vary by third-party lender, but typically are comprised of a surcharge above 
a base rate selected by the third-party lender and set forth in your SBL or SBLOC contract (e.g., the Prime Rate or 
the Secured Overnight Financing Rate). The interest rate that you will pay will change without notice to you as the 
applicable base rate selected by your lender changes. Additionally, if certain events specified in your SBL or SBLOC 
contract occur (e.g., if you default on your repayment obligations), your interest rate typically will be increased, 
potentially significantly. You typically will pay interest on SBL or SBLOCs monthly. For detailed information on SBL 
or SBLOCs, including interest rates, interest calculation methodologies, and other important matters, please review 
the applicable third-party lender’s SBL or SBLOC application and contract, including any disclosures regarding 
credit terms included therewith, as well as our Client Disclosure for Securities-Backed Loans and Lines of Credit, 
each of which you received or will receive in connection with your application for an SBL or SBLOC with a third- 
party lender. 

 
As the broker-dealer of record for your accounts with us that are custodied by NFS, we are responsible for and perform a 
number of broker-dealer functions and services with respect to your account and any securities transactions therein. Our 
responsibilities include, but are not limited to: collecting, verifying, and maintaining documentation about you and your 
account; approval and acceptance of your account; reviewing and supervising activities, including trading activities, within 
your account; reviewing and either accepting or rejecting any transactions within your account; transmission of all orders 
with respect to your account; supervision of all orders and accounts, including maintaining compliance with best interest 
standards and other regulatory requirements, as applicable; and ensuring that any mutual fund orders are in compliance 
with the terms of the applicable prospectus. We maintain substantial operational, compliance, and technology resources in 
support of our broker-dealer operations that are necessary to provide these and other services in connection with your 
account and any transactions effected in your account. As a result, we generally set the brokerage service charges and 
account fees that we assess, and that are described above and in our Fee and Commission Schedule, at amounts and 
rates that are higher than the related fees, costs, and expenses, if any, that we pay to NFS for related services. For certain 
charges that we impose (e.g., the Fee for Transfer of Assets Delivery for Non-Retirement Accounts), we pay no related 
fees, costs, or expenses to NFS. These are sometimes called “markups” and they vary by product, the type of service 
provided, the nature and amount of transactions involved (if applicable), the type of account, and other factors. This practice 
generally will result in your payment of higher fees, costs, and expenses than you would otherwise pay to NFS or other 
available service providers. This practice also creates various conflicts of interest for us, which are described in Section 2.2 
below. Please contact your financial professional with any questions you may have regarding the fees and charges 
applicable to your account. 

If there is not enough cash in your account to pay for these or other applicable fees as and when they are charged to your 
account, your account will go into a debit position. To resolve a debit position in your account, you may work with your 
financial professional to deposit additional cash into your account or sell securities held in your account to generate cash. 
If you do not take prompt action to resolve any debit position in your account, we will take action to raise cash in your 
account to satisfy the total amount of your outstanding debit position (and any fees and expenses associated with the 
resolution of your outstanding debit position). An outline of the process that we follow to resolve outstanding debit positions 
in client accounts can be found at osaic.com/fs/accounts/costs. 

The foregoing summary of the material fees and costs associated with your broker-dealer accounts is qualified by reference 
to the detailed terms of our Fee and Commission Schedule and the account opening agreements and other documentation 
for your particular accounts, which you received and completed or will receive and complete at account opening and are 
subject to change in accordance with their terms. Our current Fee and Commission Schedule and other disclosures 
regarding the material fees and costs associated with your broker-dealer account are available at 
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osaic.com/fs/accounts/costs. 

1.3.2. Fees and Costs Associated with Your Transactions and Holdings 

We and our financial professionals are paid each time you trade in your broker-dealer account or make a new investment. 
This type of payment is typically called a “commission,” but may also be called a “sales charge,” “sales load,” or “markup.” 
The commission rates and amounts that we and our financial professionals receive vary depending upon the investment 
category, specific investment, share class, and size or amount of your transaction. Additionally, you will pay us brokerage 
trading and execution fees as described in our Fee and Commission Schedule. Commissions and brokerage trading and 
execution fees are a significant source of revenue and profit for us and our financial professionals and we and our financial 
professionals have a conflict of interest given our financial incentive to: (1) recommend that you engage us as your broker- 
dealer (rather than other available broker-dealers), which enables us to receive, and in certain circumstances establish and 
control, these fees; (2) where possible, exercise our discretion to set the amounts and rates of these fees at levels that 
generate the highest possible revenue and profit to us, which will result in correspondingly higher expenses for you; (3) 
recommend specific investment categories, investments, share classes, transactions, and other activities that result in our 
receipt of the highest rate and amount of these fees, rather than other available investment categories, investments, share 
classes, transactions, and activities that generate relatively lower or no fees for us and would result in correspondingly lower 
expenses for you; and (4) recommend that you frequently transact in investment categories, investments, and share classes, 
and frequently engage in transactions and activities, that generate the highest rate and amount of these fees for us. 

In addition, investments that are interests in investment funds, including mutual funds, closed-end funds, ETFs, and UITs, 
or investment products, including education savings plans and variable products, bear ongoing fees and expenses that are 
embedded into the cost of the investment. You pay these ongoing fees and expenses indirectly because they are factored 
into the cost of the investment. More information about ongoing fees and expenses associated with investment funds and 
products is available in the investment fund’s or product’s prospectus or other offering document. You can request a copy 
of a particular investment’s prospectus or other offering document from your financial professional at any time, and 
prospectuses will be delivered to you in connection with your purchases of investments as and when required by law. 

Because fees and costs vary among investments, we have provided below a general overview of fee and cost information 
for the transactions typically conducted and investments typically held by our retail customers. Where applicable, we have 
included certain hypothetical transactions as examples. These examples assume that the hypothetical transactions are 
conducted in an account with us that is custodied by NFS. While the following overview and examples are intended to 
provide you with a general understanding of the material fees and costs that you will pay in connection with your transactions 
and holdings, the specific fees and costs you will pay in connection with your particular transactions and holdings will vary 
as a result of the unique circumstances surrounding your particular transactions and holdings. To determine the specific 
fees and costs you will pay in connection with your particular transactions and holdings, you should refer to our current Fee 
and Commission Schedule, the account opening agreements and other documentation for your particular accounts, and 
the current prospectus or other offering document for the particular security involved in your transaction, and you should 
discuss those materials and address any questions you may have with your financial professional. 

For additional information about commission rates and brokerage trading and execution fees, please see our current Fee 
and Commission Schedule and the other disclosures available at osaic.com/fs/accounts/costs. As described in Section 
1.3.1 above, as the broker-dealer of record for your accounts with us that are custodied by NFS, we are responsible for 
and perform a number of broker-dealer functions and services with respect to the securities transactions in your accounts 
and we maintain substantial operational, compliance, and technology resources in support of our broker- dealer 
operations that are necessary to carry out those functions and provide those services. As a result, we generally set the 
commissions and brokerage trading and execution fees that we assess, and that are described herein and in our Fee and 
Commission Schedule, at amounts and rates that are higher than the fees, costs, and expenses, if any, that we pay to 
NFS for clearance and execution of transactions and related services. These are sometimes called “markups” and they vary 
by product, the nature and amount of transactions involved, and other factors. This practice generally will result in your 
payment of higher fees, costs, and expenses than you would otherwise pay to NFS or other available service providers. 
This practice also creates various conflicts of interest for us, which are summarized above and described in greater detail 
in Section 2 below. Please contact your financial professional with any questions you may have regarding the commissions 
and other brokerage trading and execution fees that are applicable to your transactions. 

IBDA – Insured Bank Deposit Account 

In connection with the IBDA, we, as well as NFS and IntraFi Network LLC, the administrative service provider for the IBDA 
(the “Administrator”), are paid fees by each Program Bank that participates in the IBDA based on a percentage of clients’ 
average daily Program Deposits through the IBDA. These fees are equal to a percentage of all clients’ Program Deposits 
through the IBDA. Actual amounts will vary, but in no event will the total amount of fees that we receive and retain exceed 
600 basis points (6.00%) annually across all clients’ deposit accounts with the Program Banks (“Deposit Accounts”) in the 
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IBDA, as determined by the total Program Deposits in the IBDA over a 12-month rolling period. We will, in certain 
circumstances, earn fees that are higher or lower than that amount from individual Program Banks participating in the IBDA. 
We reserve the right to reduce all or a portion of the fees we receive in connection with the IBDA, and the amount of any 
such reductions may vary among clients. The amount of fees paid to us, NFS, and the Administrator will directly affect and 
reduce the interest rates clients are paid on their Program Deposits in the IBDA, because the fees that we, NFS, and the 
Administrator receive reduce the amount of interest paid by the Program Banks that is available to be paid to clients on their 
Program Deposits in the IBDA. For additional information regarding the compensation that we receive in connection with 
clients’ use of the IBDA as their cash sweep, the impact that compensation has on the interest rate clients receive on their 
Program Deposits in the IBDA, and our related conflicts of interest, see Section 2.2 below. 

The fees that we charge in connection with the IBDA will, in certain cases, be higher than the fees charged by other firms 
that provide similar account-type services regarding cash sweeps. The interest rate clients’ Program Deposits in the IBDA 
earn will, in certain cases, be lower than interest rates available to depositors making deposits directly with the same bank 
or with other depository institutions. Banks do not have a duty to provide the highest rates available in the market and may 
instead seek to pay a low rate. Lower rates are more financially beneficial to a bank. There is no necessary linkage between 
the rates of interest on clients’ Program Deposits in the IBDA and other rates available in the market, including, but not 
limited to, money market mutual fund rates. 

IBRAA – Insured Bank Retirement Advisory Account 

In connection with the IBRAA, we receive a level monthly fee for each account that participates in the IBRAA. Our monthly 
per account fee does not vary based on the amount of clients’ Program Deposits in the IBRAA. The amount of our monthly 
per account fee: (i) will be no less than $0.01 and no more than $30.00; (ii) varies based on the Federal Funds Target Rate 
(the “FFT Rate”) as of the date that is two business days prior to the end of the preceding month; and (iii) will be calculated 
by the Administrator based on a fee schedule set by the firm (the “IBRAA Fee Schedule”) and disclosed in our Bank Sweep 
Program Disclosure Document, which is available at osaic.com/fs/accounts/disclosures. We generally anticipate that the 
monthly per account fee charged by the firm in connection with the IBRAA will be offset by the amounts paid by the 
Program Banks in connection with clients’ Program Deposits in the IBRAA. However, we reserve the right to withdraw 
from clients’ accounts the firm’s full monthly per account fee, or any portion thereof, in the event or to the extent that the 
amounts received from the Program Banks for the month are less than the firm’s monthly per account fee specified in the 
IBRAA Fee Schedule for the same month. NFS and the Administrator will also each charge a separate monthly fee in 
connection with the IBRAA, which will be based on a percentage of clients’ average daily Program Deposits through the 
IBRAA and deducted from the amounts paid by the Program Banks in connection with clients’ Program Deposits in the 
IBRAA. 

The fees that we charge in connection with the IBRAA will, in certain cases, be higher than the fees charged by other firms 
that provide similar account-type services regarding cash sweeps. The interest rate clients’ Program Deposits in the IBRAA 
earn will, in certain cases, be lower than interest rates available to depositors making deposits directly with the same bank 
or with other depository institutions. Banks do not have a duty to provide the highest rates available in the market and may 
instead seek to pay a low rate. Lower rates are more financially beneficial to a bank. There is no necessary linkage between 
the rates of interest on clients’ Program Deposits in the IBRAA and other rates available in the market, including, but not 
limited to, money market mutual fund rates. 

Equities 

 
Characteristics 

 
We offer you access to a wide range of equity securities, like stocks, which give holders a share of ownership in a company. 
Equity securities are often one part of an investor’s holdings. Before deciding to buy or sell an equity security, such as a 
publicly traded company’s stock, it is important for you to evaluate the risks associated with the company and its equity 
securities. As part of this evaluation, you should carefully review the company’s public disclosure documents, including, but 
not limited to, its registration statement and prospectus in the case of an initial public offering or follow-on offering, or its 
periodic and current reports under the Exchange Act (e.g., Forms 10-K, 10-Q, and 8-K and related financial statements) in 
the case of a secondary market transaction. Stocks in public companies are registered with the SEC and public companies 
generally are required to file reports with the SEC annually, quarterly, and as material events occur with respect to their 
businesses. You may access public companies’ disclosure documents and reports by searching for the company’s name in 
the SEC’s Electronic Data Gathering, Analysis, and Retrieval (EDGAR) database, which can be accessed on the SEC’s 
website at www.sec.gov. 

Fees and Costs 

 
Buying and selling equity securities, like stocks, entails fees. You will pay us a commission every time you buy or sell an 

https://osaic.com/fs/accounts/disclosures
http://www.sec.gov/
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For example, if you purchase 100 shares in a public company at $50 per share for a total transaction amount of $5,000, you 
will pay a total commission of up to $250.00 in addition to the $5,000 you pay for your shares. 

equity security. You will pay this commission in addition to the price you pay for the equity securities you choose to buy, 
and your payment of this commission will reduce the price you receive for the equity securities you choose to sell. This 
commission is a one-time fee that varies based upon the dollar amount of your transaction and the number of shares that 
you trade. The total commission you will pay is up to 5% of the principal amount of your transaction, subject to a minimum 
of $35 (the “total equity commission”). The total equity commission you will pay is subject to: (1) a minimum charge of $35; 
and (2) a maximum charge of 5% of the principal amount of the transaction. We are not a “discount” broker-dealer. 
Discount broker-dealers generally offer lower commission rates. 

 

 
More Information 

 
You may obtain additional information about equity securities generally by visiting OIEA’s website at Investor.gov. 

For detailed information regarding commissions and other fees you will pay in connection with equity transactions in your 
accounts with us that are custodied by NFS, please speak with your financial professional and see our Fee and Commission 
Schedule and the account opening agreements and other documentation for your particular accounts, which you received 
or will receive at account opening and are subject to change in accordance with their terms. Our current Fee and 
Commission Schedule and other disclosures regarding the fees and costs applicable to your transactions and holdings are 
available at osaic.com/fs/accounts/costs. 

Bonds 

 
Characteristics 

 
We offer you access to a wide range of bonds, such as corporate bonds, government bonds, and municipal bonds. Bonds 
are debt securities issued by corporations, governments, or other entities that pay fixed or variable interest rates to investors 
for a specific period of time. When a bond reaches maturity, the bond issuer generally returns the principal amount of the 
bond to investors. There are many types of bonds and the features, characteristics, and risks associated with bonds vary 
significantly. 

For most bonds, the bond’s coupon rate is the rate of interest it pays annually and is expressed as a percentage of its face 
value. Usually, the coupon rate is calculated by dividing the sum of coupon payments by the face value of the bond. 

Bonds generally are priced at an initial face value (sometimes called “par” value) of $1,000 per bond. However, once the 
bond is traded on the secondary market, the bond’s price may be lower than its face value, which is referred to as a 
“discount,” or higher than its face value, which is referred to as a “premium.” If a bond is priced at a discount, the investor 
purchasing the bond will receive a higher interest yield (return) than the coupon rate as a result of paying less than the 
bond’s face value. On the other hand, if the bond is priced at a premium, the investor purchasing the bond will receive a 
lower interest yield (return) than the coupon rate as a result of paying more than the bond’s face value. Bond prices typically 
have an inverse relationship with bond interest yields (e.g., as bond prices decrease, interest yields increase; as bond prices 
increase, interest yields decrease). 

Unlike equities, where prices are usually evaluated based upon their daily closing prices, many bonds do not have a uniform 
closing price because they are traded in the over-the-counter (“OTC”) markets or other negotiated markets. Bond prices are 
affected by many different factors, including, but not limited to, supply and demand for the bond, the issuer’s credit rating, 
bond size, interest rates, and age-to-maturity. With regard to the age-to-maturity pricing factor, bonds are paid in full (at face 
value) when they mature, though there are options to call, or redeem, some bonds before they mature (and some bonds 
permit the issuer to call the bond prior to maturity). Since a bondholder is closer to receiving the full face value of a bond as 
the bond’s maturity date approaches, the bond's price moves toward par as the bond ages. Many bonds are priced by 
discounting the expected future cash flow from the bond to the present value using a discount rate. 

Fees and Costs 

 
Buying and selling bonds entails fees. You will typically pay a “markup” as a transaction cost to the selling broker-dealer 
when you buy a bond, as most bonds are traded on a principal (dealer) basis in the OTC market (although some bonds 
may be bought on an agency (commission) basis). With most bonds, instead of charging you a commission to perform the 
transaction for you, the broker-dealer selling you the bond marks up the price of the bond above the bond’s face value. 
When you buy bonds through a broker-dealer on the secondary market, the bonds will have price markups. The markup 
represents the difference between the price a broker-dealer pays for a bond and the price at which it is sold to you by the 

http://www.investor.gov/
https://osaic.com/fs/accounts/costs
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For example, if you purchase 10 corporate bonds with face values of $1,000 per bond and the applicable markup is 1.00% 
of the face value of each bond purchased, you would pay a $100 markup in addition to the market price of the bonds. 

broker-dealer. 

With new issues of bonds, the broker-dealer’s markup generally is included in the par value, so you do not pay separate 
transaction costs. Everyone who buys a new issue pays the same price, known as the offering price. If you are interested 
in a new issue of a bond, you can get an offering document describing the bond’s features and risks from your financial 
professional. 

If you sell a bond before it matures, you may receive more or less than the par value of the bond. Either way, the purchasing 
broker-dealer will mark down the price of your bond, paying you less than its current value (and will then mark up the price 
upon resale to another investor). This is how broker-dealers are compensated for maintaining an active secondary market. 

When you purchase or sell a bond through us, we generally will carry out your trade on a principal basis. When we sell you 
a bond as principal, the purchase price you pay for the bond will reflect a markup, a portion of which will be set by the 
broker-dealer from whom we purchased the bond and a portion of which will be set by your financial professional. When we 
purchase a bond from you as principal, the price you receive for the bond will reflect a markdown, a portion of which will be 
set by your financial professional and a portion of which will be set by the broker-dealer to whom we have arranged to resell 
the bond. The other broker-dealer with whom we deal in connection with your bond transactions shares a portion of its 
markup and markdown compensation with us. Markups and markdowns set by your financial professional are shared 
between us and your financial professional. 

The markups and markdowns imposed by the other broker-dealer with whom we deal in connection with bond transactions 
are set at the discretion of the other broker-dealer and vary from transaction to transaction. The markups and markdowns 
imposed by your financial professional are set at the discretion of your financial professional within guidelines set by us and 
typically range from $45 to 2.75% of the principal value of the bonds traded (if higher than $45); however, the amount of the 
total markup or markdown you will incur on a bond transaction will depend on the particular circumstances of each 
transaction, including, but not limited to, the type of bond (e.g., corporate, government, municipal, agency, etc.) and its 
maturity. 

 

 
More Information 

Information about bonds, including pricing and issuer credit ratings, is available on FINRA’s Market Data Center website at 
http://finra-markets.morningstar.com/BondCenter/Default.jsp. In addition, information about government bonds is available 
on the MSRB’s Electronic Municipal Market Access website at https://emma.msrb.org/. You may also obtain additional 
information about bonds generally by visiting OIEA’s website at Investor.gov. 

For detailed information regarding fees you will pay in connection with bond transactions in your accounts with us that are 
custodied by NFS, please speak with your financial professional and see our Fee and Commission Schedule and the 
account opening agreements and other documentation for your particular accounts, which you received or will receive at 
account opening and are subject to change in accordance with their terms. Our current Fee and Commission Schedule and 
other disclosures regarding the fees and costs applicable to your transactions and holdings are available at 
osaic.com/fs/accounts/costs. 

Options 

 
Characteristics 

 
We offer you access to option contracts that you can buy or sell. Options are contracts that give you the right, but not the 
obligation, to buy or sell an underlying asset at a fixed price within a certain period of time. Various exchanges operating in 
the United States and regulated by the SEC offer public trading markets where different types of options are bought and 
sold, such as equity, index, and interest rate options. 

An option contract that gives you the right to buy the underlying asset is referred to as a “call” option, and an option contract 
that gives you the right to sell the underlying asset is referred to as a “put” option. Most options have certain standardized 
terms that indicate the nature and amount of the underlying asset, the expiration date, the exercise price, and whether the 
option is a call or put. Many securities that are publicly traded in the United States have put or call option contracts, which 
are available for trading on an exchange in the United States. Equity options, for example, are designated by reference to 
the issuer of the underlying security, the expiration month or expiration date of the option, and the option’s exercise price 
and type (put or call). 

http://finra-markets.morningstar.com/BondCenter/Default.jsp
https://emma.msrb.org/
http://www.investor.gov/
https://osaic.com/fs/accounts/costs
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For example, if you purchase 50 option contracts with a total premium of $5,000, you will pay up to a $290 commission in 
addition to the $5,000 options premium, regardless of whether you choose to exercise the options. You will also pay a $7 
options exercise and assignment fee if and when you exercise the options. 

Prior to buying or selling options, you will receive a copy of the Characteristics & Risks of Standardized Options document, 
also known as the options disclosure document (the “ODD”). Investors should read the ODD prior to buying or selling an 
option. The ODD contains required disclosures regarding the characteristics and risks of standardized option contracts. The 
ODD is available on The Options Clearing Corporation’s website at https://www.theocc.com/about/publications/character- 
risks.jsp. 

No certificate is issued to show your ownership of an option. You must review the confirmations and statements that you 
receive in order to confirm your positions in options as of the date of the confirmation or statement. It is important for you to 
understand the process for exercising your rights as the holder of an option contract. You should discuss this process and 
address any questions you may have with your financial professional. 

Fees and Costs 

 
Buying, selling, and exercising options entails fees. You will pay us a commission every time you buy or sell an option 
contract. You will pay this commission in addition to the premium associated with the option contract, which you will pay 
regardless of whether you choose to exercise the option to buy or sell the underlying asset. This commission is a one-time 
fee that varies based upon the number of option contracts you trade. The total commission charge you will pay equals a 
base commission dollar amount of up to $50 per contract for the first two options contracts, plus $5 per contract thereafter, 
subject to a minimum charge of $45. The total options commission you will pay is subject to: a minimum charge of $45 per 
transaction and a maximum charge of $50 per option contract on the first two option contracts traded plus $5 per option 
contract thereafter (which is only applicable once the minimum charge has been reached). The premium is not a 
standardized term of the option contract. The premium does not constitute a “down payment.” The premium is a non-
refundable payment and is in addition to the commission. 

We also charge you a separate $7 options exercise and assignment fee when you exercise an option contract you hold, or 
if an option contract you have sold is assigned. 

 

 
More Information 

 
You may obtain additional information about options generally by visiting OIEA’s website at Investor.gov. 

 
For detailed information regarding commissions and other fees you will pay in connection with options transactions in your 
accounts with us that are custodied by NFS, please speak with your financial professional and see our Fee and Commission 
Schedule and the account opening agreements and other documentation for your particular accounts, which you received 
or will receive at account opening and are subject to change in accordance with their terms. Our current Fee and 
Commission Schedule and other disclosures regarding the fees and costs applicable to your transactions and holdings are 
available at osaic.com/fs/accounts/costs. 

Mutual Funds 

 
Characteristics 

 
We offer access to a wide range of mutual funds from many different mutual fund companies. Mutual funds are registered 
investment companies that issue redeemable securities. Mutual funds issue shares on a continual basis, and there is no 
secondary trading market for mutual fund shares. Mutual funds are required to sell their shares at net asset value (“NAV”) 
per share plus any applicable sales charge or sales load, which is described below. A mutual fund’s NAV is calculated by 
dividing the total value of all the mutual fund’s assets, minus any liabilities such as ongoing fees and expenses (described 
below), by the number of shares outstanding. 

It is extremely important for you to read a mutual fund’s prospectus carefully before investing in that mutual fund. You can 
request a copy of a particular mutual fund’s prospectus from your financial professional at any time, and prospectuses will 
be delivered to you in connection with your mutual fund purchases as and when required by law. Each mutual fund’s 
prospectus contains important information that will help you make an informed decision about an investment in a mutual 
fund. In deciding whether to invest in a mutual fund, you should consider several different factors, including, but not limited 
to, the mutual fund’s past performance, investment objective, investment strategies and risks, the investment adviser 
responsible for the management of the mutual fund’s assets, and the fees and expenses associated with an investment in 
a particular mutual fund and share class. While past performance of a mutual fund is not indicative of future results, a mutual 

https://www.theocc.com/about/publications/character-risks.jsp
https://www.theocc.com/about/publications/character-risks.jsp
http://www.investor.gov/
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For example, if you purchase $5,000 of Class A shares of a mutual fund that assesses a 5.75% front-end sales 
charge on your investment, you will typically pay a $287.50 front-end sales charge and the remaining $4,712.50 of 
your investment will be used to purchase Class A shares of the mutual fund. Additionally, your investment will be 
subject to ongoing fees and expenses each year, including any applicable 12b-1 fees. 

fund’s long-term performance record and portfolio manager’s experience and qualifications may be important factors in 
deciding whether to invest in a mutual fund. 

Fees and Costs – Generally 

 
Buying, holding, and selling mutual funds entails fees. You will typically pay a sales charge or sales load when you buy 
shares in a mutual fund. We and our financial professionals receive a portion of this sales charge or sales load for our efforts 
in selling shares of the mutual fund. 

Most mutual funds offer multiple share classes, which represent the same underlying investments but have differing fees 
and expenses for distribution and shareholder services. Though there are many different types of mutual fund share classes, 
the most common share classes available to you are Class A, Class C, and Class R. Each share class has different fees 
and costs, and therefore fund performance results will differ as those fees and expenses reduce performance across share 
classes. You should also note that the size of your investment and the amount of time you expect to hold your investment 
in a mutual fund may play an important role in determining which share class is most appropriate for you, and you should 
discuss these considerations and address any questions you may have with your financial professional. 

Fees and Costs – Share Class Distinctions 

While there are no standard definitions for mutual fund share classes, and each mutual fund defines its share classes (and 
their characteristics and fees) in its prospectus, set forth below are some basic descriptions of the most common share 
classes available to you: 

• Class A Shares – This share class usually carries a front-end sales charge, which is typically assessed as a 
percentage of your investment. This means that a front-end sales charge is deducted from your investment each 
time you purchase shares in the mutual fund. Class A shares also typically have ongoing fees and expenses, which 
sometimes include distribution and/or service fees commonly referred to as 12b-1 fees, and these 12b-1 fees are 
intended to finance distribution activities intended primarily to result in the sale of additional shares of the mutual 
fund. Despite these ongoing fees and expenses, Class A shares may have lower operating expenses compared to 
other share classes of the same mutual fund that may be available to you. This means that ongoing costs may be 
lower than ongoing costs associated with other share classes of the same mutual fund that may be available to you. 
Many mutual funds offer “breakpoint” discounts for large investments in Class A shares, which means that the front- 
end sales charge you will pay decreases as your investment amount increases. These breakpoints are described 
in detail in the mutual fund’s prospectus. Class A shares for the mutual funds we make available to you typically 
have front-end sales charges ranging from 0.00% (for so called “no load funds”) to 5.75% of your investment amount 
and annual 12b-1 fees of 0.25% of the value of your investment; however, there is significant variability in the front- 
end sales charges and annual 12b-1 fees carried by Class A mutual fund shares, and certain mutual funds’ Class 
A shares have front-end sales charges and/or annual 12b-1 fees that vary from these typical rates. Given this 
variability, it is extremely important for you to read a mutual fund’s prospectus carefully before investing to ensure 
that you completely understand the fees and costs you will incur in connection with your investment. 

 

 

• Class C Shares – This share class is characterized by a level 12b-1 fee that you pay annually as a percentage of 
the value of your investment. Class C shares do not have a front-end sales charge like Class A shares, but do have 
a contingent deferred sales charge (“CDSC”). With a CDSC, you pay a sales charge when you sell your mutual 
fund shares. The amount of the CDSC is typically assessed as a percentage of the value of your investment, and 
it declines over time and eventually is eliminated the longer you hold your shares. Some mutual funds offer Class 
C shares that convert to Class A shares after a specified period of time. Class C share conversion features, if any, 
are described in the specific mutual fund’s prospectus, and you should discuss any potential conversion features 
and address any questions you may have regarding these features with your financial professional. Class C shares 
for the mutual funds we make available to you typically have an annual 12b-1 fee of 1.00% of the value of your 
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For example, if you purchase $5,000 of Class C shares of a mutual fund that assesses a 1.00% annual 12b-1 fee, 
you will not pay a front-end sales charge in connection with your purchase, so your entire $5,000 investment will be 
used to purchase Class C shares of the mutual fund. However, your investment will be charged a 1.00% 12b-1 fee 
each year, so your initial $5,000 investment will be reduced to $4,950 after the first year as a result of the 12b-1 
fee, assuming no other ongoing fees and expenses and no appreciation or depreciation of the shares in that one- 
year period. You typically will have also paid higher ongoing expenses for owning Class C shares as compared to 
if you had purchased Class A shares. 

For example, if you purchase $5,000 of Class R shares of a mutual fund through your employer-sponsored 
retirement plan, you will not pay a front-end sales charge in connection with your purchase, so your entire $5,000 
investment will be used to purchase Class R shares of the mutual fund. However, certain ongoing fees and 
expenses, such as 12b-1 fees, will be deducted from your investment. If the ongoing fees and expenses are 1.5% 
annually, your $5,000 investment will be reduced to $4,925 after the first year as a result of the ongoing fees and 
expenses, assuming no appreciation or depreciation of the shares in that one-year period. 

investment and typically impose a CDSC of 1.00% of the value of your investment if you sell your shares within the 
first year after purchase; however, there is variability in the annual 12b-1 fees and CDSCs carried by Class C mutual 
fund shares, and certain mutual funds’ Class C shares have annual 12b-1 fees and/or CDSCs that vary from these 
typical rates and application periods. Given this variability, it is extremely important for you to read a mutual fund’s 
prospectus carefully before investing to ensure that you completely understand the fees and costs you will incur in 
connection with your investment. 

 

 

• Class R Shares – This share class is available to retirement investors purchasing shares in a mutual fund through 
employer-sponsored retirement plans, such as 401(k) plans. Class R shares do not have a front-end sales charge 
like Class A shares or a CDSC like Class C shares, but Class R shares do have ongoing fees and expenses such 
as 12b-1 fees intended to finance the distribution activities related to sales of the mutual fund’s shares. These fees 
and expenses are deducted from your assets on an ongoing basis. Given the potential variability in annual 12b-1 
fees carried by Class R mutual fund shares, it is extremely important for you to read a mutual fund’s prospectus 
carefully before investing to ensure that you completely understand the fees and costs you will incur in connection 
with your investment. 

 

 
Fees and Costs – Breakpoints 

While it may make sense to own mutual funds from different mutual fund companies, it also may increase the total sales 
charges that you pay to purchase those mutual funds. Mutual fund companies often offer discounts or reduced sales charges 
based upon the total amount you choose to invest with the mutual fund company. The investment levels needed to receive 
these discounts or reduced sales charges are known as “breakpoints.” Mutual fund companies typically allow you to combine 
your holdings with those of your immediate family members to reach these breakpoints. 

Set forth below are some common ways you can receive the benefits of breakpoints: 

• Rights of Accumulation: “Rights of accumulation” allow you to combine a mutual fund purchase with your existing 
investments in the mutual fund company to reach a breakpoint. 

 

• Letter of Intent: You can take advantage of breakpoints by agreeing to purchase a certain dollar amount in a mutual 
fund over a specified period of time. In most instances, this requires signing a “letter of intent,” or “LOI.” 

 
Every mutual fund’s prospectus describes its breakpoint policies, including how you can reach breakpoints. You can request 
a copy of a mutual fund’s prospectus from your financial professional at any time, and prospectuses will be delivered to you 
in connection with your mutual fund purchases as and when required by law. 

Fees and Costs – Ongoing Fees and Expenses 

 
In addition to the 12b-1 fees mentioned above, mutual funds also deduct other ongoing fees and expenses, such as 
management fees or servicing fees, from fund assets. These ongoing fees and expenses are typically used to pay for the 
mutual fund’s annual operating expenses (these ongoing fees are sometimes referred to as the mutual fund’s “expense 
ratio”), such as paying the mutual fund’s investment manager, accounting and auditing expenses, legal expenses, 
recordkeeping expenses, and other expenses. In addition, as noted above, the ongoing fees and expenses include fees 
commonly referred to as 12b-1 fees, and these 12b-1 fees are intended to finance distribution activities intended primarily 
to result in the sale of additional shares of the mutual fund, and include marketing and advertising expenses. These ongoing 
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fees and expenses are typically charged daily as a percentage of your assets in the mutual fund. You pay these fees and 
expenses indirectly because they are deducted from your assets on an ongoing basis. We and our financial professionals 
generally receive all or a portion of the 12b-1 fees that you incur in connection with your mutual fund holdings for our efforts 
in selling shares of the mutual fund. In certain circumstances, 12b-1 fees are paid to third parties rather than us (e.g., all 
mutual funds participating in NFS’s no transaction fee (“NTF”) mutual fund program pay NFS, rather than us, any 12b-1 
fees included as part of their expense ratios). These payments, as well as our and our financial professionals’ conflicts of 
interest associated with them, are described more fully in Section 2.1 below. 

Fees and Costs – Additional Fees for Mutual Fund Transactions in Accounts Custodied by NFS 

In addition to applicable sales charges and product-level fees and costs related to your mutual fund transactions and 
holdings, we charge you certain fees related to mutual funds. Although we typically waive brokerage trading and 
execution fees for mutual fund transactions beyond the service and handling fee discussed above, we reserve the right to 
charge a mutual fund transaction fee of up to $13, and a transaction surcharge, which typically is $10, in connection with 
certain mutual fund transactions as described in our Fee and Commission Schedule, which is available at 
osaic.com/fs/accounts/costs. If your mutual fund trades will be subject to mutual fund transaction fees or transaction 
surcharges, your financial professional will inform you of that fact prior to trade execution, and you should discuss these 
fees and address any questions you may have with your financial professional. 

Marketing and Distribution Support Arrangements 

We receive additional compensation, sometimes called “marketing support,” directly from many mutual fund families and 
third-party sponsors whose mutual funds and mutual fund accounts are available through our investment platform. Mutual 
fund families and third-party sponsors make these payments to us out of their or their affiliates’ assets, not from the assets 
of any mutual fund or mutual fund account available through our investment platform. Therefore, these marketing support 
payments will not appear as a fee or expense deducted from your account, or as an item in the expense table disclosure 
for any mutual fund available on our investment platform. The method, timing, rate, and amount of these marketing support 
payments vary by mutual fund family, third-party sponsor, mutual fund, share class, asset class, investment strategy, and 
account, but marketing support payments typically are paid using one or more of the following methodologies: payment of 
a percentage of each sale; payment of an annual fee based on a percentage of our total client assets held with the mutual 
fund family or third-party sponsor; and/or payment of a flat annual fee. Payment rates and amounts vary by mutual fund 
family and third-party sponsor, but, as of the date of this Reg BI Disclosure Document, mutual fund families and third-party 
sponsors generally pays us: up to 0.20% of the gross amount of each sale; up to 0.15% annually of our total client assets 
held with the mutual fund family or third-party sponsor; and/or flat annual fees that do not exceed $350,000 annually. 
Accordingly, with respect to arrangements where payments are based on a percentage of each sale or total client assets 
held with the mutual fund family or third-party sponsor, the payments we receive will increase with the amount of our client 
assets placed with the mutual fund family or third-party sponsor. Certain mutual fund families and third-party sponsors make 
marketing support payments to us only in connection with certain mutual funds, share classes, asset classes, investment 
strategies, and mutual fund accounts (and not others that are available), and certain mutual fund families and third-party 
sponsors pay us more or less marketing support depending on the particular mutual fund, share class, asset class, 
investment strategy, or mutual fund account used. Moreover, not all mutual fund families and third-party sponsors available 
through our investment platform make these payments to us and, among those that do, some mutual fund families and 
third-party sponsors pay us more than others. 

These marketing support payments subsidize the cost of educational programs and marketing activities that are designed 
to help facilitate the utilization of these mutual fund families’ and third-party sponsors’ mutual funds and mutual fund 
accounts and make our financial professionals more knowledgeable about their mutual funds and mutual fund accounts. In 
addition, these payments allow these mutual fund families’ and third-party sponsors’ representatives to attend and 
participate in our conferences where financial professionals are present, one-on-one marketing meetings, and due diligence 
presentations. 

In addition to the marketing support payments that we receive through formal marketing support arrangements, mutual fund 
families and third-party sponsors, including, but not limited to, those that have formal marketing support arrangements with 
us, make flat dollar payments to us from time to time. These payments are made for specific activities, including, but not 
limited to, exhibit booth space, presentation opportunities at our meetings or similar events, attendance at conferences, 
educational events for our financial professionals, and participation in other training and educational events. Some mutual 
fund families and third-party sponsors also reimburse us and, indirectly, our financial professionals for certain expenses in 
connection with due diligence meetings, training and educational events, seminars that offer educational opportunities for 
clients, and similar events. Some mutual fund families and third-party sponsors also provide us and our financial 
professionals with nominal gifts and gratuities, including, but not limited to, merchandise bearing the brand or logo of the 
mutual fund family or third-party sponsor. 

https://osaic.com/fs/accounts/costs


LFN12123 Page 22 of 45  

You should be aware that there are mutual fund families, mutual funds, share classes, asset classes, investment strategies, 
and mutual fund accounts available through our investment platform that do not pay us any marketing support payments 
and therefore are likely to be less expensive for you than mutual fund families, mutual funds, share classes, asset classes, 
investment strategies, and mutual fund accounts that do make such payments to us. 

For the most up-to-date information regarding the marketing and distribution support arrangements we have with mutual 
fund families and third-party sponsors, including a list of the mutual fund families and third-party sponsors with whom we 
have arrangements, a description of the revenue we receive, and a description of our related conflicts of interest, see our 
Mutual Fund Marketing Support Disclosure, which is available at osaic.com/fs/accounts/disclosures. For information on 
our conflicts of interest in connection with the marketing and distribution support arrangements we have with mutual fund 
families and third-party sponsors, see Section 2.2 below. 

More Information 

Information regarding a specific mutual fund’s and share class’s features, risks, sales charges, ongoing fees and expenses 
(including 12b-1 fees), and overall expense ratio and other important matters is available in the mutual fund’s prospectus. 
You can request a copy of a particular mutual fund’s prospectus from your financial professional at any time, and 
prospectuses will be delivered to you in connection with your mutual fund purchases as and when required by law. You may 
also obtain additional information about mutual funds generally by visiting OIEA’s website at Investor.gov. 

For detailed information regarding fees you will pay in connection with mutual fund transactions in your accounts with us 
that are custodied by NFS, please speak with your financial professional and see our Fee and Commission Schedule and 
the account opening agreements and other documentation for your particular accounts, which you received or will receive 
at account opening and are subject to change in accordance with their terms. Our current Fee and Commission Schedule 
and other disclosures regarding the fees and costs applicable to your transactions and holdings are available at 
osaic.com/fs/accounts/costs. 

Closed-End Funds 

 
Characteristics 

We offer access to closed-end funds from a variety of fund companies, including several interval funds. It is extremely 
important for you to read a closed-end fund’s prospectus carefully before investing in that closed-end fund. Each closed- 
end fund’s prospectus contains important information that will help you make an informed decision about an investment in 
the closed-end fund. In deciding whether to invest in a closed-end fund, you should consider various factors, including, but 
not limited to, the closed-end fund’s past performance, investment objective, investment strategies and risks, the investment 
adviser responsible for the management of the closed-end fund’s assets, and the fees and expenses associated with an 
investment in a particular closed-end fund. While past performance of a closed-end fund is not indicative of future results, 
a closed-end fund’s long-term performance record and portfolio manager’s experience and qualifications may be important 
factors in deciding whether to invest in a closed-end fund. 

Similar to mutual funds, closed-end funds are pooled investment vehicles. However, there are important differences 
between closed-end funds and mutual funds. 

Unlike mutual funds, most traditional closed-end funds do not continuously offer their shares for sale. Instead, such closed- 
end funds typically sell a fixed number of shares through an initial public offering, after which their shares typically trade on 
a secondary trading market. The price of shares in a closed-end fund that trade on a secondary market after their initial 
public offering is determined by the market and may be higher or lower than the shares’ NAV. In addition, there are certain 
non-traded closed-end funds that do sell their shares on an ongoing basis, and do not trade on a secondary trading market. 

Many closed-end funds have no “maturity” or termination date, and shareholders may exit their investments only by selling 
shares on the secondary trading market. Nonetheless, these closed-end funds without termination dates may still be 
terminated based upon the investment manager’s decision. Certain other closed-end funds, however, have a specified or 
targeted termination date, at which time the shareholders receive an amount equivalent to the shares’ NAV at the termination 
date. Non-traded closed-end funds typically contemplate having a “liquidity” event at some point once the closed-end fund’s 
offering has ceased. Liquidity events include listing the closed-end fund’s shares on a secondary trading market and 
liquidation. 

Unlike mutual funds, closed-end fund shares are not redeemable, which means that the closed-end fund is not required to 
buy shares back from investors upon request. Non-traded closed-end funds typically offer to repurchase their shares from 
investors in periodic tender offers. In addition, some closed-end funds, commonly referred to as “interval funds,” offer to 
repurchase their shares from investors at specified intervals. The shares of an interval fund typically do not trade on a 
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For example, if you own $5,000 of shares in an interval fund that assesses a 2.00% redemption charge, and you accept the 
interval fund’s offer to repurchase all of your shares, a $100 redemption charge will be deducted by the fund and you will 
receive the remaining $4,900 as your redemption proceeds. 

secondary market and interval funds generally offer their shares on a continuous basis at a price based upon the closed- 
end fund’s NAV. In order to operate as an interval fund, the closed-end fund must offer to repurchase its shares at regular 
intervals every three, six, or twelve months, as disclosed in the closed-end fund’s prospectus. The price that interval fund 
shareholders receive on a repurchase will be based upon the per share NAV determined as of a specified date, minus any 
redemption fees or charges that may apply to the transaction. 

Fees and Costs 

Buying, holding, and selling closed-end funds entails fees. You will pay a sales charge every time you buy shares in a 
closed-end fund’s public offering and a commission every time you buy or sell shares in a closed-end fund in a secondary 
trading market. You will pay this sales charge or commission in addition to the amount of the closed-end fund you choose 
to buy or sell. 

For a public offering purchase, the fund’s sales charge is a one-time fixed fee, which is typically a percentage of your 
investment amount. Class A shares for the interval funds we make available to you typically have front-end sales charges 
of 5.75% of your investment amount and annual shareholder servicing expenses of 0.25% of the value of your investment. 
Class C shares for the interval funds we make available to you typically do not have a front-end sales charge, but typically 
have annual shareholder servicing expenses and distribution fees of 1.00% of the value of your investment and impose a 
CDSC of up to 1.00% of the value of your investment if you sell your shares within the first year after purchase. 
Notwithstanding the foregoing, there is significant variability in the front-end sales charges, shareholder servicing expenses, 
distributions fees, and CDSCs carried by closed-end fund shares, and certain closed-end fund shares have front-end sales 
charges, shareholder servicing expenses, distributions fees, and/or CDSCs that vary from these typical rates and related 
application periods. 

For purchases and sales of closed-end fund shares in the secondary trading market, you will pay commissions in 
accordance with the terms of our Fee and Commission Schedule that are applicable to equity transactions generally. The 
commissions applicable to equity transactions generally are described in the section entitled “Equities—Fees and Costs” 
above. 

In addition to applicable sales charges, commissions, and other fees and costs related to your closed-end fund transactions 
and holdings, we charge you certain fees related to closed-end funds. Although we typically waive brokerage trading and 
execution fees for interval fund transactions beyond the service and handling fee discussed above, we reserve the right to 
charge a transaction fee, of up to $13, and a transaction surcharge, which typically is $10, in connection with certain 
interval fund transactions. If your interval fund trades will be subject to transaction fees or transaction surcharges, your 
financial professional will inform you of that fact prior to trade execution, and you should discuss these fees and address 
any questions you may have with your financial professional. 

 

Some interval funds also charge you a redemption charge when you accept an interval fund’s offer to repurchase your 
shares. This redemption charge is a one-time fixed fee that cannot exceed 2.00% of the redemption proceeds. Unlike sales 
charges and commissions, the redemption charge is not paid to us, but is paid to the fund to compensate it for expenses 
associated with the repurchase. 

 

 
Closed-end funds, including interval funds, also deduct other ongoing fees and expenses, such as management fees, from 
fund assets. In addition, the ongoing fees and expenses of many interval funds include 12b-1 fees, and these 12b-1 fees 
are intended to finance distribution activities intended primarily to result in the sale of additional shares of the closed-end 
fund, and include marketing and advertising expenses. These ongoing fees and expenses, which are reflected in the closed- 
end fund’s overall expense ratio, are typically used to pay for the closed-end fund’s continued operations, such as paying 
the closed-end fund’s investment manager, accounting and auditing expenses, legal expenses, recordkeeping expenses, 
and other expenses. These ongoing fees and expenses are typically charged daily as a percentage of your assets. You pay 
these fees and expenses indirectly because they are deducted from your assets on an ongoing basis. We and our financial 
professionals generally receive all or a portion of the 12b-1 fees that you incur in connection with your closed-end fund 
holdings for our efforts in selling shares of the closed-end fund. These payments, as well as the conflicts of interest 
associated with them, are described more fully in Section 2.1 below. 

For example, if you purchase $5,000 of shares in a closed-end fund that assesses a 5.75% front-end sales charge on your 
investment in its public offering, you will typically pay a $287.50 front-end sales charge and the remaining $4,712.50 of your 
investment will be used to purchase shares of the closed-end fund.  
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For example, if you purchase 100 shares in an ETF at $50 per share for a total transaction amount of $5,000, you will pay 
a total commission of up to $250.00 in addition to the $5,000 you pay for your shares. 

Marketing and Distribution Support Arrangements 

We receive marketing and distribution support payments from all of the interval fund sponsors whose products are available 
on our platform. For additional information regarding the marketing and distribution support arrangements we have with 
interval fund sponsors, as well as our conflicts of interest associated with them, see the section entitled “Alternative 
Investments—Marketing and Distribution Support Arrangements” below. 

More Information 

Information regarding a specific closed-end fund’s features, risks, sales charges, ongoing fees and expenses, and overall 
expense ratio and other important matters is available in the closed-end fund’s prospectus. You can request a copy of a 
closed-end fund’s prospectus from your financial professional at any time, and prospectuses will be delivered to you in 
connection with your closed-end fund purchases as and when required by law. You may also obtain additional information 
about closed-end funds generally by visiting OIEA’s website at Investor.gov. 

For detailed information regarding commissions and other fees you will pay in connection with closed-end fund transactions 
in your accounts with us that are custodied by NFS, please speak with your financial professional and see our Fee and 
Commission Schedule and the account opening agreements and other documentation for your particular accounts, which 
you received or will receive at account opening and are subject to change in accordance with their terms. Our current Fee 
and Commission Schedule and other disclosures regarding the fees and costs applicable to your transactions and holdings 
are available at osaic.com/fs/accounts/costs. 

Exchange-Traded Funds 

Characteristics 

We offer access to a wide range of ETFs. ETFs are investment funds that are listed for trading on a national securities 
exchange and can be bought and sold in the equity trading markets. Shares in the ETF represent an interest in a portfolio 
of securities. 

ETFs possess characteristics of both mutual funds and closed-end funds. Similar to mutual funds, an ETF pools assets of 
multiple investors and invests those pooled assets according to its investment objective and investment strategy. ETFs also 
continuously offer their shares for sale like mutual funds. In addition, ETFs share certain characteristics with closed-end 
funds, namely that an ETF’s shares trade on a secondary market and may trade at prices higher or lower than the ETF’s 
NAV. However, ETFs do not sell or redeem individual shares. Instead, certain “authorized participants” have contractual 
arrangements with the ETF to purchase and redeem ETF shares directly from the ETF in blocks called “creation units” and 
“redemption units,” respectively, where each creation or redemption unit typically represents 50,000 shares of the ETF. 
After purchasing a “creation unit,” the authorized participants generally sell the ETF shares in the secondary trading market. 

This creation and redemption process for ETF shares provides arbitrage opportunities designed to help keep the market 
price of ETF shares at or close to the NAV per share of the ETF. For example, if ETF shares are trading at a price below 
the NAV (generally referred to as a “discount”), an authorized participant can purchase ETF shares in secondary market 
transactions, and, after accumulating enough shares to compose a “redemption unit,” redeem them from the ETF for the 
more valuable underlying securities. The authorized participant’s purchase of ETF shares in the secondary market would 
create upward pressure on ETF share prices, which would bring them closer to the NAV per share of the ETF. 

Fees and Costs 

Buying, holding, and selling ETFs entails fees. You will pay a commission every time you buy or sell shares in an ETF. You 
will pay this commission in addition to the market price of the ETF you choose to buy or sell. This commission is a one-time 
fixed fee that is calculated in accordance with the terms of our Fee and Commission Schedule that are applicable to equity 
transactions generally. The commissions applicable to equity transactions generally are described in the section entitled 
“Equities—Fees and Costs” above. 

 

 
ETFs also deduct ongoing fees and expenses, such as management fees, from ETF assets. These ongoing fees and 
expenses are typically used to pay for the ETF’s continuing operations, such as paying the ETF’s investment manager, 
accounting and auditing expenses, legal expenses, recordkeeping expenses, and other expenses. However, ETFs 
generally have lower expense ratios than mutual funds because most ETFs are not actively managed and, therefore, do 
not incur the internal costs of buying and selling the underlying portfolio securities. These ongoing fees and expenses are 

http://www.investor.gov/
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For example, if you invest $5,000 in a UIT’s initial offering that assesses a 1.85% sales charge, then a $92.50 sales charge 
will be deducted and the remaining $4,907.50 of your investment will be used to purchase units in the UIT’s initial offering.  

typically charged annually as a percentage of your assets. You pay these fees and expenses indirectly because they are 
deducted from your assets on an ongoing basis. 

More Information 

Information regarding a specific ETF’s features, risks, ongoing fees and expenses, and overall expense ratio and other 
important matters is available in the ETF’s prospectus. You can request a copy of an ETF’s prospectus from your financial 
professional at any time. You may also obtain additional information about ETFs generally by visiting OIEA’s website at 
Investor.gov. 

For detailed information regarding commissions and other fees you will pay in connection with ETF transactions in your 
accounts with us that are custodied by NFS, please speak with your financial professional and see our Fee and Commission 
Schedule and the account opening agreements and other documentation for your particular accounts, which you received 
or will receive at account opening and are subject to change in accordance with their terms. Our current Fee and 
Commission Schedule and other disclosures regarding the fees and costs applicable to your transactions and holdings are 
available at osaic.com/fs/accounts/costs. 

Unit Investment Trusts 

Characteristics 

We offer access to a wide range of UITs. UITs are pooled investment vehicles in which a portfolio of securities is selected 
by the trust’s sponsor and deposited into the trust for a specified period of time. The UIT’s portfolio of securities is not 
actively traded, as the trust generally follows a “buy and hold” investment strategy. The portfolio will generally remain fixed 
until the termination of the trust. UIT term lengths vary, but they generally have a maturity date between 15 to 24 months 
from the initial offering date. 

At the UIT’s maturity, an investor typically has three options: (1) receive the proceeds based upon the value of the 
investment; (2) roll over into a newly issued UIT; or (3) in limited circumstances, an investor may be able to receive 
proportionate shares of the securities held in the UIT’s portfolio. The UIT’s portfolio is generally designed to follow an 
investment objective over a specified period of time. A UIT is formed by the trust sponsor, who enters into an agreement 
with the trustee. When the trust is formed, several investment terms and conditions are set forth in the trust agreement, 
such as the trust objective, what securities will be placed in the trust, when the trust will terminate, and what fees and 
expenses will be charged to the trust’s assets. These terms and conditions of the trust will be listed in the UIT’s 
prospectus. 

Fees and Costs 

Buying, holding, and selling UITs entails fees. You will typically pay a sales charge when you buy units in a UIT’s initial 
offering, or a commission when you buy or sell units in a UIT on a secondary trading market. You will pay this sales charge 
or commission in addition to the amount of the UIT you choose to buy or sell. 

Sales charges for initial offerings of equity UITs typically range from 1.85% to 3.95% of your investment, while sales charges 
for initial offerings of fixed-income UITs typically range from 1.00% to 3.50% of your investment. You can expect to pay 
higher sales charges for UITs with longer durations, and lower sales charges for UITs with shorter durations. 

 

 
In some instances, collection of all or part of a sales charge is deferred over a period subsequent to the settlement date for 
the purchase of UIT units. Typically, the deferred sales charge is deducted from the unitholder’s distributions on the units 
during the collection period until the total amount of the sales charge is paid. Repeatedly selling UITs before their maturity 
date followed by the purchase of a newly issued UIT will cause you to incur sales charges with greater frequency. 

UITs also deduct other fees and expenses from trust assets, such as organizational and operating expenses. These fees 
and expenses include portfolio supervision, recordkeeping, administrative fees, and trustee fees. UITs also charge creation 
and development fees, which compensate the sponsors for creating and developing the trusts. However, UITs generally do 
not deduct a separate management fee because the portfolio is not actively managed. 

More Information 

Information regarding a specific UIT’s features, risks, sales charges, ongoing fees and expenses, and overall expense ratio 

http://www.investor.gov/
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For example, if you purchase $5,000 of shares in an initial offering of a non-traded REIT that assesses a 5.00% sales charge 
on your investment, then you will pay a $250 sales charge and the remaining $4,750 of your investment will be used by the 
non-traded REIT to invest in real estate. You will also typically pay a $50 alternative investment purchase fee. 

and other important matters is available in the UIT’s prospectus. You can request a copy of a UIT’s prospectus from your 
financial professional at any time, and prospectuses will be delivered to you in connection with your UIT purchases as and 
when required by law. You may also obtain additional information about UITs generally by visiting OIEA’s website at 
Investor.gov. 

For detailed information regarding fees you will pay in connection with UIT transactions in your accounts with us that are 
custodied by NFS, please speak with your financial professional and see our Fee and Commission Schedule and the 
account opening agreements and other documentation for your particular accounts, which you received or will receive at 
account opening and are subject to change in accordance with their terms. Our current Fee and Commission Schedule and 
other disclosures regarding the fees and costs applicable to your transactions and holdings are available at 
osaic.com/fs/accounts/costs. 

Real Estate Investment Trusts 

 
Characteristics 

We offer access to a wide range of REITs, which own and typically operate income-producing real estate assets, such as 
office buildings, shopping malls, apartments, hotels, resorts, self-storage facilities, warehouses, and real estate mortgages 
or loans. Unlike other real estate companies, REITs do not develop real estate properties to resell them, but rather buy and 
develop properties primarily to operate them as part of their own investment portfolio. As an investment for a retail customer, 
REITs provide exposure to the investment performance of commercial real estate. REITs are required to pay out most of 
their taxable income to their shareholders. Some REITs can offer higher dividend yields than some other investments. 

We offer both publicly traded REITs (“traded REITs”), which are typically listed for trading on a national securities exchange, 
and REITs that are not listed for trading on public exchanges (“non-traded REITs”). While traded REITs can be bought and 
sold on a secondary trading market, non-traded REITs cannot be bought or sold readily in a secondary trading market and 
are typically only available for purchase when the non-traded REIT is conducting an offering of its shares. While the market 
price for shares of traded REITs is readily available, that is not the case for shares of non-traded REITs. Shares of non- 
traded REITs are considered to be illiquid investments because you may not be able to sell your shares readily. Also, in the 
case of non-traded REITs, which generally purchase real estate assets as they conduct their offerings, dividend payments 
may come from offering proceeds or borrowings rather than from operating cash flow, reducing the amount available to 
invest in real estate assets. Non-traded REITs also typically have an external manager whereas traded REITs typically have 
internal employees. The interests of external managers, who receive fees from the REIT for managing the REIT and 
assisting with acquisitions, can conflict with the interests of the shareholders of non-traded REITs. 

Fees and Costs 

Buying, holding, and selling REITs entails fees. You will pay a commission every time you buy shares in a REIT’s public 
offering and every time you buy or sell REIT shares on a secondary trading market. 

For purchases and sales of traded REITs, you will pay commissions in accordance with the terms of our Fee and 
Commission Schedule that are applicable to equity transactions generally. The commissions applicable to equity 
transactions generally are described in the section entitled “Equities—Fees and Costs” above.  

For the non-traded REITs we make available, up-front commissions (which can be described as commissions and dealer 
manager fees in non-traded REIT prospectuses) typically range from 3.00% to 6.00% of your investment amount; however, 
there is significant variability in the up-front commissions carried by non-traded REITs, and certain non-traded REITs have 
up-front commissions that vary from these typical rates. Given this variability, it is extremely important for you to read a non- 
traded REIT’s prospectus or other offering document carefully before investing to ensure that you completely understand 
the fees and costs you will incur in connection with your investment. Commissions, along with additional offering expenses, 
are deducted from the amount you invest. In addition to the applicable commission on your non-traded REIT purchase, we 
charge you an alternative investment purchase fee of $50 each time you buy a non- traded REIT in an account with us 
that is custodied by NFS. 

 

 
REITs bear the fees and expenses associated with acquiring, operating, and disposing of their assets. You pay these fees 
and expenses indirectly because they impact the profitability of the REIT and the value of your shares. Additionally, non- 
traded REITs often charge ongoing distribution and stockholder servicing fees. The non-traded REITs we make available 

http://www.investor.gov/
https://osaic.com/fs/accounts/costs


LFN12123 Page 27 of 45  

typically have ongoing distribution and stockholder servicing fees ranging from 0.60% to 1.00% annually, subject to caps 
specified in the applicable non-traded REIT’s prospectus; however, there is significant variability in the ongoing distribution 
fees carried by non-traded REITs, and certain non-traded REITs have ongoing distribution fees that vary from these typical 
rates. Given this variability, it is extremely important for you to read a non-traded REIT’s prospectus carefully before investing 
to ensure that you completely understand the fees and costs you will incur in connection with your investment. 

Marketing and Distribution Support Arrangements 

We receive marketing and distribution support payments from all of the non-traded REIT sponsors whose products are 
available on our platform. For additional information regarding the marketing and distribution support arrangements we have 
with non-traded REIT sponsors, as well as our conflicts of interest associated with them, see the section entitled “Alternative 
Investments—Marketing and Distribution Support Arrangements” below. 

More Information 

Information regarding a specific non-traded REIT’s features, risks, commissions, and ongoing fees and expenses and other 
important matters is available in the non-traded REIT’s prospectus or other offering document. You can request a copy of 
a non-traded REIT’s prospectus or other offering document from your financial professional at any time, and prospectuses 
will be delivered to you in connection with your non-traded REIT purchases as and when required by law. You may also 
obtain additional information about REITs generally by visiting OIEA’s website at Investor.gov. For detailed information 
regarding commissions and other fees you will pay in connection with REIT transactions in your accounts with us that are 
custodied by NFS, please speak with your financial professional and see our Fee and Commission Schedule and the 
account opening agreements and other documentation for your particular accounts, which you received or will receive at 
account opening and are subject to change in accordance with their terms. Our current Fee and Commission Schedule 
and other disclosures regarding the fees and costs applicable to your transactions and holdings are available at 
osaic.com/fs/accounts/costs. 

Education Savings Plans 

Characteristics 

We offer access to various education savings plans, which are a type of “529 plan.” 529 plans are tax-advantaged and 
state-sponsored investment programs designed specifically for education savings and named after the section of the Internal 
Revenue Code that authorized them. 

There are two general types of 529 plans: education savings plans and prepaid tuition plans. Education savings plans are 
securities that allow investment earnings to grow tax-deferred, and withdrawals are exempt from federal taxation when used 
for qualified educational expenses. Education savings plans generally operate through state-sponsored trusts and permit 
investors to allocate contributions to one or more trust portfolios or “investment options” offered in the plan. Prepaid tuition 
plans allow investors to “lock in” tuition rates at certain specified educational institutions. Every state offers at least one type 
of these 529 plans, and some states offer both types of 529 plan. The remainder of this disclosure discusses education 
savings plans. 

Education savings plan contributions are generally invested in certain underlying investment options, such as mutual funds, 
that support the plan. The contributions will fluctuate in value as the underlying investment options increase or decrease, 
and there is no guarantee that the amount contributed to the education savings plan will equal the amount necessary for 
future education expenses. Although similar to mutual funds in certain ways, education savings plans are issued by state 
governments, and are not directly regulated or registered under the federal securities laws. 

It is extremely important for you to read an education savings plan’s offering document (often called a program description 
or “official statement”) carefully before investing in that education savings plan. Each education savings plan’s offering 
document contains important information that will help you make an informed decision about an investment in an education 
savings plan. In deciding whether to invest in an education savings plan, you should consider several different factors, 
including, but not limited to, each investment option’s past performance, investment objective, investment strategies and 
risks, the investment adviser responsible for advising the state issuer, and the fees and expenses associated with an 
investment in a particular investment option. While past performance of an investment option is not indicative of future 
results, an investment option’s long-term performance record may be an important factor in deciding to invest in the 
investment option. 

Fees and Costs 

Investing in an education savings plan entails fees. You will pay a sales charge when you purchase an education savings 
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For example, if you purchase $5,000 of Class A shares of an investment option of an education savings plan that 
assesses a 5.75% front-end sales charge on your investment, you will pay a $287.50 front-end sales charge and 
the remaining $4,712.50 of your contribution will be used to purchase Class A shares of the investment option. 

For example, if you purchase $5,000 of Class B shares of an investment option of an education savings plan that 
assesses a 4.00% CDSC, you will not pay a front-end sales charge and your entire $5,000 contribution will be used 
to purchase Class B shares of the investment option. However, if you decide to redeem those same Class B shares 
two years later, you will pay a CDSC that may be as much as $200, and receive the remaining value of the 
investment option assets. You typically will have also paid higher ongoing expenses for owning Class B shares as 
compared to if you had purchased Class A shares. 

For example, if you purchase $5,000 of Class C shares of an investment option of an education savings plan that 
assesses a 1.00% asset-based sales charge, you will not pay a front-end sales charge in connection with your 
contribution, so your entire $5,000 contribution will be used to purchase Class C shares of the investment option. 
However, your contribution will be charged a 1.00% asset-based sales charge each year, so your initial $5,000 
contribution will be reduced to $4,950 after the first year, assuming no other ongoing fees and expenses and no 
appreciation or depreciation of the shares in that one-year period. You typically will have also paid higher ongoing 
expenses for owning Class C shares as compared to if you had purchased Class A shares. 

plan. We and our financial professionals receive a portion of this sales charge for the sales and related services we provide 
to the primary distributor of the education savings plan. 

Most education savings plans offer multiple units (often called share classes) similar to the share class structure offered by 
many mutual funds. Though there are several types of education savings plan share classes, the most common share 
classes available to you are Class A, Class B, and Class C. Each class typically has different fees and expenses, and 
therefore investment option performance results will differ as those fees and expenses reduce performance across share 
classes. You should also note that the size of your investment and the amount of time you expect to hold your investment 
in an education savings plan may play an important role in determining which share class is most appropriate for you, and 
you should discuss these considerations with your financial professional. 

While there are no standard definitions for education savings plan share classes, and each education savings plan defines 
its share classes (and their characteristics and fees) in its offering document, set forth below are some basic descriptions 
of the most common share classes available to you: 

• Class A – This share class usually carries a front-end sales charge, which is assessed as a percentage of each 
contribution and typically ranges from 1.00% to 5.75% of the amount you invest. The net amount of your contribution 
after the deduction of the sales charge is invested in shares of the education savings plan investment option(s) that 
you select. Class A shares may have lower operating expenses compared to the other share classes of the same 
investment option. This means that ongoing costs may be lower than ongoing costs associated with other share 
classes of the same investment option. Many education savings plans also offer “breakpoint” discounts for large 
investments in Class A shares of investment options, which means that the front-end sales charge decreases as 
your investment amount increases. These breakpoints are described in the education savings plan’s offering 
document. 

 

 

• Class B – This share class is characterized by a back-end sales charge or CDSC, but has no front-end sales charge 
like Class A shares. This CDSC means that you pay a sales charge when you redeem shares from your investment 
option. The amount of the CDSC is typically assessed as a percentage of your assets in the investment option, and 
it declines over time the longer you hold your investment option shares and eventually is eliminated. The period of 
decline typically lasts anywhere from five to eight years depending on the particular education savings plan and 
investment option. Once the CDSC is eliminated (typically at the end of that five-to-eight-year period), Class B 
shares usually convert to Class A shares. Until this conversion takes place, Class B shares will typically have higher 
ongoing operating expenses than Class A shares. 

 

 

• Class C – This share class is characterized by a level asset-based sales charge that you pay annually as a 
percentage of your assets in an investment option. It does not have a front-end sales charge like Class A shares, 
but does have a CDSC like Class B shares. However, unlike Class B shares, the CDSC for Class C shares is 
generally eliminated after a short period of time (usually one year). 

 

 
In addition to these sales charges, education savings plans deduct certain ongoing fees and expenses from each investment 
option, such as program management fees, from assets in the investment options. Although these ongoing fees and 
expenses may vary based upon your education savings plan, some of the more common ones are set forth below: 
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• Program Management Fee: Education savings plans generally deduct a program management fee to pay the 
program manager for providing investment advisory, accounting, and other services to the plan. This fee is typically 
charged annually as a percentage of your assets, and is reflected in the NAV of the plan’s investment options. 

• Maintenance Fee: Most education savings plans charge an annual maintenance fee. This fee, which compensates 
the plan sponsor for costs of maintaining the plan, may be waived in certain circumstances, such as when your plan 
assets exceed certain thresholds. 

• Underlying Mutual Fund Expenses: Most education savings plan investment options invest in one or more mutual 
funds and therefore bear a portion of the fees and expenses of these underlying mutual funds. The underlying 
mutual fund expenses are deducted from fund assets and reflected in the NAVs of the underlying mutual funds, 
which means they are also reflected in the NAV of the education savings plan’s investment options. More 
information on the mutual funds utilized in a plan’s investment options is available in the education savings plan’s 
offering document. In addition, more information on the underlying mutual funds, including their ongoing fees and 
expenses and overall expense ratio, is available in the funds’ prospectuses. 

You pay these fees and expenses indirectly as they are deducted from your investment option assets, or the assets of 
underlying mutual funds, on an ongoing basis. 

More Information 

Information regarding a specific education savings plan’s features, risks, sales charges, and ongoing fees and expenses 
and other important matters is available in the education savings plan’s offering document. You can request a copy of an 
education savings plan’s offering document from your financial professional at any time. You may also obtain additional 
information about education savings plans generally by visiting OIEA’s website at Investor.gov. 

Variable Products 

Characteristics 

We offer access to variable annuities and variable life insurance policies (collectively, “variable products”). Variable products 
are issued by different insurance companies and will be in the form of a contract or policy between you and the insurance 
company. There are differences from one variable product to the next in the features, benefits, fees, and costs of the product 
and in minimum and maximum premium amounts. Below is general information about variable products. Information about 
the particular features, benefits, fees, and costs for a specific variable product can be found in the prospectus for that 
specific product. You will receive a copy of the prospectus for the variable product that your financial professional 
recommends to you. 

Variable annuities can help with saving for retirement. Funds invested in variable annuities can grow tax-deferred. This 
means you will pay no federal taxes on the income and investment gains on the funds you invest in your variable annuity 
until you make a withdrawal, receive income payments, or a death benefit is paid. When you withdraw your funds, however, 
you will pay tax on the gains at ordinary federal income tax rates rather than at lower capital gains rates. When you start 
taking income payments, you can select payment options that will guarantee you payments for as long as you live. Some 
variable annuities offer additional features and guarantees, available as options or riders. 

Variable life insurance provides life insurance protection (i.e., a death benefit) and also allows you to accumulate a cash 
value that can grow tax-deferred. Most variable life insurance policies allow you to take out loans against your cash value 
and make withdrawals as long as the remaining cash value is sufficient to keep the policy in force. You can also terminate 
your policy by surrendering it and receiving the remaining cash value. Terminating your policy will terminate your death 
benefit protection. Most insurance companies offer riders and other options with their variable life insurance policies, such 
as disability insurance, income benefits, or accelerated death benefits. 

When you purchase a variable product, your insurance premium contributions (net of any fees and charges deducted from 
premiums) are invested in the investment options—typically underlying mutual funds—that you select. The value of your 
investment, which usually is referred to as your “cash value,” “accumulation value,” or “account value” will fluctuate as the 
values of the underlying mutual funds you have selected increase or decrease. 

Most insurance companies impose a minimum requirement on the initial premium. In the case of variable life insurance 
policies, you likely will be required to make premium payments periodically to keep the policy in force. While you may have 
some flexibility in the amount or timing of these periodic premium payments, you should consider whether you can afford to 
continue making premium payments when deciding to purchase a variable life insurance policy. If you fail to make sufficient 
payments to keep the policy in force, the policy will lapse (that is, terminate without value) and you will no longer have any 

http://www.investor.gov/
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death benefit protection. 

Variable products are not short-term savings vehicles. Withdrawing funds or surrendering a variable product in the short 
term after purchase will likely trigger surrender fees and charges, and may also trigger tax penalties. You can lose the 
money you invest in variable products, including your initial investment, due to poor performance of the investment options 
you select and/or the cumulative impact of fees and charges on your cash value. 

Fees and Costs – Variable Annuity Share Class Distinctions 

Insurance companies offer different share classes of variable annuities. While there are no standard definitions for variable 
annuity share classes, and each variable annuity defines its share classes (and their characteristics and fees) in its 
prospectus, set forth below are some basic descriptions of the most common variable annuity share classes we make 
available to you: 

• Class B Shares – If you purchase a Class B share variable annuity, you will not pay a front-end sales charge in 
most cases. However, you will be required to pay a CDSC (also known as a “surrender charge”) if you make a 
partial or full surrender of the variable annuity within the surrender period. The variable annuity’s prospectus will 
identify the terms of the surrender schedule, but generally the surrender period for Class B shares average from six 
to eight years, with the typical surrender charge initially ranging from 6.00% to 8.00% of the variable annuity’s value. 
The surrender charge typically decreases each contract year until it reaches zero at the end of the surrender period. 

• Class C Shares – Class C share variable annuities generally do not carry surrender charges. However, because of 
their added liquidity, these variable annuities will typically carry higher ongoing mortality and expense (“M&E”) risk 
charges and associated fees and can therefore be more expensive over time than other share classes with lower 
ongoing expenses. Class C share variable annuities may be better suited for customers who are willing to pay 
higher fees in exchange for greater flexibility in their variable annuity investment. 

• Class L Shares – Class L share variable annuities are similar to Class B share variable annuities in that they carry 
a surrender charge for early withdrawals. However, Class L share variable annuities typically have a shorter 
surrender charge period than Class B share variable annuities (i.e., generally three to four years). Class L share 
variable annuities also typically carry higher charges and fees, and unless those ongoing fees are reduced at some 
point, such as at the expiration of the surrender charge period, Class L share variable annuities can be more 
expensive over time than share classes with lower ongoing expenses. 

• Fee-Based Class – Fee-based variable annuities generally do not carry surrender charges and have reduced M&E 
risk charges and associated fees. Although these variable annuities generally have greater liquidity and lower 
ongoing fees, they are generally tied to a related investment advisory account and you will be billed on a periodic 
schedule for the ongoing advice being provided to you by your RIA or other financial advisor. Fee-based variable 
annuities may be best suited for investors who desire ongoing advice with respect to their variable annuity and 
underlying investments. With a fee-based variable annuity, you pay your RIA or other financial advisor directly for 
his or her work. This payment may be part of an annual cost for investment advice and services, and it may be 
based on the money your RIA or other financial advisor manages for you. Alternatively, you may pay a one-time 
cost related to the fee-based variable annuity. In either case, you are paying your RIA or other financial advisor 
directly, and the amount is not determined by the insurance company that created the fee-based variable annuity. 

Fees and Costs – Premium Payment Deductions 

With some variable products, the insurance company deducts a fee from your premium payments, with the effect that only 
the net premium amount is invested or allocated. In the case of variable annuities, the fee deduction is usually to cover a 
state insurance premium tax. In the case of variable life insurance policies, the fee deduction can also cover the insurer’s 
sales expenses. 

Fees and Costs – Surrender and Withdrawal Charges 

Most variable products impose a surrender charge if you surrender your variable product or make a withdrawal of your cash 
value during the surrender charge period. The specific surrender charge and surrender period are described in detail in the 
specific variable product’s prospectus. Surrender charge periods vary by variable product, but typically range from six to 
eight years for variable annuities, though they may range up to 15 years for some variable life insurance policies. 

Surrender charges also vary by variable product. Typically, surrender charges decrease over the duration of the surrender 
charge period, with higher surrender charges applying to surrenders and withdrawals made at the beginning of the surrender 
charge period, and lower surrender charges applying to surrenders and withdrawals made toward the end of the surrender 
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charge period. Tax penalties can also apply to variable annuity surrenders and withdrawals made before age 59½. 

For the Class B share variable annuities we make available, surrender charges generally begin around 6.00% to 8.00% of 
the purchase payment in year one and end at 1.00% to 2.00% of the cash value in the final year of the surrender charge 
period. For the Class L share variable annuities we make available, surrender charges generally begin around 7.00% of the 
purchase payment in year one and end at 5.00% of the cash value in the final year of the surrender charge period. As noted 
above, Class C share variable annuities generally do not carry surrender charges. Surrender charges for variable life 
insurance policies we make available vary widely from product to product, and you should refer to the prospectus for a 
particular variable life insurance policy for specific details regarding surrender charges and surrender charge periods. There 
is significant variability in the surrender charges and surrender charge periods for variable products, and certain variable 
products have surrender charges and surrender periods that vary from the typical surrender charges and surrender charge 
periods discussed above. 

Fees and Costs – Ongoing Fees and Expenses 

Insurance companies deduct fees and expenses from your cash value to cover fees and expenses. These ongoing fees 
and expenses commonly include M&E risk fees, cost of insurance fees (assessed under variable life insurance policies), 
administration fees, transaction fees, and fees associated with certain optional riders. M&E risk fees are calculated as a 
percentage of your insurance coverage or account value and are described as an annualized rate charged against assets. 
However, some fees, such as administration or transaction fees, are fixed fees charged annually or when specific 
transactions occur and are deducted from your cash value. The cost of insurance fees charged on variable life insurance 
policies are typically calculated by applying a rate based upon your underwriting classification to the “net amount at risk” 
(the difference between your variable life insurance policy’s death benefit and cash value). These fees typically are deducted 
from your cash value on an ongoing basis. If you add riders to your variable annuity or variable life insurance policy, the 
fees for those additional riders will be deducted from your cash value as well. 

In addition, you will indirectly pay the ongoing fees and expenses for the mutual funds that are the underlying investment 
options for the variable product in which you invest. These fees and expenses are separate from the fees charged by the 
insurance company and will be reflected in the performance of the underlying investment options. These ongoing fees and 
expenses include, among others, the mutual fund’s management fees, servicing fees, and 12b-1 fees, and are typically 
charged as an annualized rate against fund assets. 

The commissions, surrender charges, and ongoing fees and expenses associated with variable products vary by insurance 
company and the type of variable product selected. Information regarding a specific variable product’s features, risks, 
commissions, surrender charges, and ongoing fees and expenses and other important matters is available in the variable 
product’s prospectus. You can request a copy of a variable product’s prospectus from your financial professional at any 
time, and you will receive a copy of the prospectus for any variable product that your financial professional recommends to 
you. 

Fees and Costs – Our Commissions 

When you purchase a variable product (other than a fee-based variable annuity), the issuing insurance company will pay 
us a commission. While you do not pay this commission directly, the insurer factors this commission into the product’s fees 
and costs in the case of variable products. In this way, you indirectly pay the commission. We receive this commission for 
our sales efforts and for assisting you with the insurance application and the underwriting and delivery processes related to 
your purchase of a variable product. We share a portion of this commission with your financial professional. 

Commissions we receive vary based upon the variable product and insurance company, and by the type of variable product 
you purchase. In addition, your financial professional may have choices as to the manner in which commissions are paid, 
such as higher deposit-based commissions with lower ongoing asset-based commissions, or lower deposit-based 
commissions and higher ongoing asset-based commissions. For a particular variable annuity contract, the choice of 
compensation methodology selected by the financial professional does not affect the fees and expenses of the product. 

For variable life insurance products, commissions are typically structured in such a way that provides higher compensation 
in the year of purchase up to a specified amount of premium, referred to as the “target premium,” with lower commissions 
on payments in excess of the target premium and in subsequent policy years. Commission payments may also include 
asset-based commissions after the first policy year, based on the cash value of the policy. Although variable product 
commissions vary, we typically receive a commission of 5.0% to 7.0% for a variable annuity sale, with additional 
compensation options that provide for ongoing asset-based commissions of up to 1.0% annually. For a variable life 
insurance policy sale, we typically receive a commission that ranges up to 100% or more of the first year target premium, 
2.0%-5.0% of premiums paid in excess of the first year target premium, 2.0%-5.0% of premiums paid in subsequent policy 
years, and in some cases, ongoing asset-based commissions of up to 1.0% annually. 
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For example, if you purchase a $10,000 variable annuity from an insurance company that pays us a 7.00% commission, we 
will receive, and you will indirectly pay, an initial commission of $700. If you contribute another $10,000 to your variable 
annuity contract as an additional payment, we will receive, and you will indirectly pay, a subsequent commission of $700. 
While you would not pay a sales charge in either case, you would be subject to a CDSC that would be applied in the event 
you surrendered your contract. For example, if you invested $10,000 in a variable annuity and surrendered your contract 
after three years, you would be subject to a CDSC, which would be deduced from your accumulation value before you 
receive the net proceeds. 

 

Marketing and Distribution Support Arrangements 

We receive additional compensation, sometimes called “marketing support,” directly from many insurance companies that 
have variable products available through us, including, but not limited to, all third-party insurance companies that have 
variable annuities available through us. We limit the third-party variable annuities that are available through us to those 
offered by insurance companies that make marketing support payments to us. Insurance companies make these payments 
to us out of their or their affiliates’ assets, not from the insurance product. These payments therefore will not appear as a 
fee or expense deducted from your account, or as part of the M&E risk fees for the insurance product. The method, timing, 
rate, and amount of these marketing support payments vary by insurance company and variable product, but marketing 
support payments typically are made using one or more of the following methodologies: payment of a percentage of the 
premium paid in connection with each sale and/or payment of an annual fee based on a percentage of our total client assets 
held with the insurance company. Payment rates and amounts vary by insurance company, but, as of the date of this Reg 
BI Disclosure Document, insurance companies generally pay us up to 0.25% of the premium paid in connection with each 
sale and/or up to 0.05% annually of our total client assets held with the insurance company. Accordingly, the payments we 
receive will increase with the amount of our client assets placed with the insurance company. Certain insurance companies 
make marketing support payments to us only in connection with certain insurance products (and not others that are 
available), and certain insurance companies pay us more or less marketing support depending on the particular insurance 
product used. Moreover, not all insurance companies available through us make these payments to us and, among those 
that do, some insurance companies pay us more than others. 

These marketing support payments subsidize the cost of educational programs and marketing activities that are designed 
to help facilitate the utilization of these insurance companies’ insurance products and make our financial professionals more 
knowledgeable about their insurance products. In addition, these payments allow these insurance companies’ 
representatives to attend and participate in our conferences where financial professionals are present, one-on-one 
marketing meetings, and due diligence presentations. 

In addition to the marketing support payments that we receive through formal marketing support arrangements, insurance 
companies, including, but not limited to, those that have formal marketing support arrangements with us, make flat dollar 
payments to us from time to time. These payments are made for specific activities, including, but not limited to, exhibit booth 
space, presentation opportunities at our meetings or similar events, attendance at conferences, educational events for our 
financial professionals, and participation in other training and educational events. Some insurance companies also 
reimburse us and, indirectly, our financial professionals for certain expenses in connection with due diligence meetings, 
training and educational events, seminars that offer educational opportunities for clients, and similar events. Some insurance 
companies also provide us and our financial professionals with nominal gifts and gratuities, including, but not limited to, 
merchandise bearing the brand or logo of the insurance company. 

You should be aware that there are insurance products available through us that do not pay us any marketing support 
payments and therefore are likely to be less expensive for you than insurance products that do make such payments to us. 

For the most up-to-date information regarding the marketing and distribution support arrangements we have with insurance 
companies, including a list of the insurance companies with whom we have arrangements, a description of the revenue we 
receive, and a description of our related conflicts of interest, see our Annuity and Insurance Product Marketing Support 
Disclosure, which is available at osaic.com/fs/accounts/disclosures. For information on our conflicts of interest in 
connection with the marketing and distribution support arrangements we have with insurance companies, see Section 2.2 
below. 

More Information 

Information regarding a specific variable product’s features, risks, commissions, surrender charges, and ongoing fees and 
expenses and other important matters is available in the variable product’s prospectus. You can request a copy of a variable 
product’s prospectus from your financial professional at any time, and you will receive a copy of the prospectus for any 
variable product that your financial professional recommends to you. You may also obtain additional information about 
variable products generally by visiting OIEA’s website at Investor.gov. 

https://osaic.com/fs/accounts/disclosures
http://www.investor.gov/
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Alternative Investments 

In addition to interval funds and non-traded REITs, which are discussed separately above, we also from time to time offer 
access to a variety of other alternative investments, including, but not limited to, oil and gas programs, managed futures 
funds, qualified opportunity zone funds, 1031 exchange programs, hedge funds, funds of hedge funds, private equity funds 
and other limited partnerships, private placements, and other non-traded investment programs. Some of these alternative 
investments are offered in non-registered private offerings and are available only to retail customers who qualify as 
“accredited investors,” as such term is defined in Rule 501 of Regulation D under the Securities Act. 

As a general matter, these offerings are classified as “alternative” because they are unlike traditional securities held in a 
broker-dealer account, such as stocks and bonds, and are generally not traded on an exchange. In some cases, these 
alternative investments have a negative correlation to traditional investments and are used to diversify portfolios beyond 
traditional asset classes in an attempt to manage risk. Investing in alternative investments involves significant risk, including 
lack of liquidity, difficulty in assessing the value of certain alternative investments as a result of the assets in which they 
invest, the inability to obtain daily valuations for certain alternative investments, and other special risks. You could lose all 
or a portion of your investment in an alternative investment, and there can be no assurance that the stated investment 
objectives of an alternative investment will be met. Units or shares of these types of investments are often difficult to 
accurately value and may fluctuate substantially in value. Therefore, at the time of redemption, they may be worth more or 
less in value than the original amount invested. Additionally, you should be aware that alternative investments will, in certain 
circumstances, involve additional fees and expenses, including, but not limited to, fees imposed by alternative investment 
platforms through which we make certain alternative investments available to you. 

Fees and Costs – Alternative Investments Other Than Interval Funds and Non-Traded REITs 

Buying, holding, and selling alternative investments entails fees. You will pay us a commission every time you buy an 
alternative investment through a primary offering. You will pay this commission as a percentage of the investment amount 
or the share or unit price of the alternative investment offering. This commission is usually a one-time payment made at the 
time of your initial investment, although some alternative investments assess an ongoing sales or servicing charge after 
your initial investment. Commission rates vary among the various alternative investments we make available, and may vary 
based on other factors such as the size of your investment. While commissions vary, you will typically pay a commission 
ranging between 2.0% and 6.0% of the amount you invest in the alternative investments we make available. In addition to 
commissions, your investment in an alternative investment will typically entail additional deposit-based fees and charges, 
including fees paid to underwriters and other organizational and offering expenses. The net investment amount, after 
deducting initial commissions and other up-front expenses, is available for the manager, general partner, or advisor of the 
alternative investment program to invest pursuant to the investment objectives of the program. 

In addition to the applicable commissions and other sales charges on your alternative investment purchase, we charge you 
an alternative investment purchase fee of $50 each time you buy an alternative investment in an account with us that is 
custodied by NFS. 

Marketing and Distribution Support Arrangements 

We receive additional compensation, sometimes called “marketing support,” directly from all alternative investment 
sponsors that we make available to clients that have engaged us to provide broker-dealer services. Alternative investment 
sponsors or their affiliates make these payments to us out of the gross proceeds of the alternative investment offering, as 
described in the prospectus, private placement memorandum, or other offering documents for the alternative investment 
offering. In the case of interval funds, alternative investment sponsors make these payments to us out of their or their 
affiliates’ assets, not from the assets of any interval funds available on our investment platform. In these cases, these 
payments will not appear as a fee or expense deducted from your account, or as an item in the expense table disclosure 
for any interval fund available on our investment platform. The method, timing, rate, and amount of these marketing support 
payments vary by alternative investment sponsor, alternative investment, and share class, but marketing support payments 
typically are paid using one or more of the following methodologies: payment of a percentage of each sale; payment of a 
flat amount per sales transaction; and/or payment of an annual fee based on a percentage of our total client assets held 
with the alternative investment sponsor. Payment rates and amounts vary by alternative investment sponsor, but, as of the 
date of this Reg BI Disclosure Document, alternative investment sponsors generally pay us: up to 1.5% of the gross amount 
of each sale; up to $250 per sales transaction; and/or up to 0.10% annually of our total client assets held with the alternative 
investment sponsor. Accordingly, the payments we receive will increase with the amount of our client assets placed with 
the alternative investment sponsor. Certain alternative investment sponsors pay us more or less depending on the particular 
alternative investment or share class sold, certain alternative investment sponsors subject their flat payments per sales 
transaction to minimum sale thresholds, and certain alternative investment sponsors place caps on the aggregate payments 
we can receive. Moreover, some alternative investment sponsors pay us more marketing support than others. In general, 
the marketing support rates we receive in connection with alternative investments exceed the marketing support rates we 
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receive in connection with other product types, such as mutual funds and variable products. 

These payments subsidize the cost of educational programs and marketing activities that are designed to help facilitate the 
distribution of these sponsors’ alternative investments and make our financial professionals more knowledgeable about their 
alternative investments. In addition, these payments allow these alternative investment sponsors’ representatives to attend 
and participate in our conferences where financial professionals are present, one-on-one marketing meetings, and due 
diligence presentations. In some cases, these payments also compensate us for administrative services we provide in 
connection with alternative investment sponsors’ offerings. All of the alternative investment sponsors that we make 
available to clients that have engaged us to provide broker-dealer services have entered into a direct marketing support 
arrangement with us. As a result, we limit the alternative investment sponsors available to our broker-dealer clients to only 
those alternative investment sponsors that make these payments to us. 

In addition to the marketing support payments that we receive through formal marketing support arrangements, alternative 
investment sponsors make flat dollar payments to us from time to time. These payments are made for specific activities, 
including, but not limited to, exhibit booth space, presentation opportunities at our meetings or similar events, attendance 
at conferences, educational events for our financial professionals, and participation in other training and educational events. 
Some alternative investment sponsors also reimburse us and, indirectly, our financial professionals for certain expenses in 
connection with due diligence meetings, training and educational events, seminars that offer educational opportunities for 
clients, and similar events. Some alternative investment sponsors also provide us and our financial professionals with 
nominal gifts and gratuities, including, but not limited to, merchandise bearing the brand or logo of the alternative investment 
sponsor. 

For the most up-to-date information regarding the marketing and distribution support arrangements we have with alternative 
investment sponsors, including a list of the alternative investment sponsors with whom we have arrangements, a description 
of the revenue we receive, and a description of our related conflicts of interest, see our Alternative Investment Marketing 
Support Disclosure, which is available at osaic.com/fs/accounts/disclosures. For information on our conflicts of interest in 
connection with the marketing and distribution support arrangements we have with alternative investment sponsors, see 
Section 2.2 below. 

More Information 

You should carefully consider the investment objectives, risks, costs, and expenses of a specific alternative investment and 
particular share class before investing. Information regarding a specific alternative investment’s features, risks, 
commissions, surrender charges, and ongoing fees and expenses and other important matters is available in the alternative 
investment’s prospectus, private placement memorandum, or other offering documents, which can be obtained from your 
financial professional. You should be aware that investing in alternative investments involves substantial risks, including 
illiquidity and other special risks, and you could lose all or a portion of your investment. 

For detailed information regarding fees you will pay in connection with alternative investment transactions in your accounts 
with us that are custodied by NFS, please speak with your financial professional and see our Fee and Commission Schedule 
and the account opening agreements and other documentation for your particular accounts, which you received or will 
receive at account opening and are subject to change in accordance with their terms. Our current Fee and Commission 
Schedule and other disclosures regarding the fees and costs applicable to your transactions and holdings are available at 
osaic.com/fs/accounts/costs. 

2. Conflicts of Interest 

We and our financial professionals have various conflicts of interest (“conflicts”) in connection with the recommendations of 
securities and investment strategies involving securities (including account recommendations) that we make. A conflict 
arises when an economic or other benefit incentivizes either us or our financial professional to put our interests and/or the 
interests of the financial professional ahead of the interests of a retail customer. Some of these conflicts exist between retail 
customers and both us and our financial professionals, while others exist between retail customers and us alone or between 
retail customers and our financial professionals alone. This section discloses material facts relating to these conflicts so that 
you are able to make an informed decision regarding any recommendation your financial professional provides you. You 
should carefully review these conflict disclosures and address any questions you may have with your financial professional. 

2.1. Conflicts for Both Our Firm and Our Financial Professionals 

When acting in a broker-dealer capacity, we are committed to ensuring that we and our financial professionals always act 
in the best interest of our retail customers and do not place our or their financial or other interests ahead of retail customers’ 
interests when making recommendations; however, conflicts between retail customers and both us and our financial 
professionals are caused by a variety of arrangements, including, but not limited to, the roles we and your financial 

https://osaic.com/fs/accounts/disclosures
https://osaic.com/fs/accounts/costs


LFN12123 Page 35 of 45  

professional play in a transaction, our and our financial professionals’ compensation arrangements, and our financial and 
other arrangements with custodians, clearing firms, other service providers, our affiliates, third-party product and service 
providers, and others. The material facts relating to conflicts between retail customers and both us and our financial 
professionals are as follows: 

• We and our financial professionals get paid more when you trade more, purchase additional investments, engage 
in larger transactions, and engage in other fee-generating activities. You are charged and we are paid a variety of 
fees each time you trade in your brokerage account, each time you make a new investment, and each time you 
engage in other fee-generating activities. We pay our financial professionals a portion of the transaction-based 
commission, sales charge, sales load, and markup payments that you are charged and that we receive. Our and 
our financial professionals’ receipt of these transaction-based payments, including, but not limited to, commissions, 
sales charges, sales loads, and markups, gives us and our financial professionals a financial incentive to: (1) 
recommend that you engage us as your broker-dealer (rather than other available broker-dealers), which enables 
us to receive, and in certain circumstances establish and control, these fees; (2) where possible, exercise our 
discretion to set the amounts and rates of these fees at levels that generate the highest possible revenue and profit 
to us, which will result in correspondingly higher expenses for you; and (3) recommend that you trade more 
frequently, purchase additional investments, engage in larger transactions, and engage in other fee-generating 
activities that result in you being charged more and us and your financial professional receiving more compensation. 
Our and our financial professionals’ receipt of these transaction-based payments also gives us a financial incentive 
to recommend that you trade in investments that pay us the highest rate and amount of compensation, rather than 
other available investments that pay us relatively lower or no compensation. You should be aware of the fact that 
we generally set the commissions and other transaction-based fees that we assess at amounts and rates that are 
higher than the fees, costs, and expenses, if any, that we pay to NFS for clearance and execution of transactions 
and related services. For certain transaction-based fees that we impose, we pay no related fees, costs, or expenses 
to NFS. These are sometimes called “markups” and they vary by product, the type of service provided, the nature 
and amount of transactions involved, and other factors. This practice generally will result in your payment of higher 
fees, costs, and expenses than you would otherwise pay to NFS or other available service providers. For additional 
information on fees and costs applicable to your accounts, transactions, and holdings, see the section entitled “Fees 
and Costs” above. 

• For some investments you purchase, we receive payments from a third-party that are in addition to the transaction- 
based payments described immediately above. This is typically the case when you purchase mutual funds 
(including, but not limited to, products and accounts used as cash sweep vehicles), interval funds, education savings 
plans, alternative investments, variable products, and certain other investment products. For example, certain 
issuers make ongoing payments to us based upon invested assets (not just new investments), including 12b-1 fees, 
shareholder servicing fees, distribution fees, trail compensation, and other ongoing commissions and 
compensation. An overview of these third-party payments is provided in the section entitled “Fees and Costs 
Associated with Your Transactions and Holdings” above. Detailed information regarding third-party payments that 
we receive in connection with particular investments is provided in the prospectus or other offering document for 
the particular investment, which you can request from your financial professional at any time and will be made 
available to you in connection with any purchase. We pay our financial professionals a portion of these fees that we 
receive. Our and our financial professionals’ receipt of these third-party payments gives us and our financial 
professionals a financial incentive to sell you and recommend that you purchase and hold investments and share 
classes that generate the highest rate and amount of these payments to us, rather than other available investments 
and share classes that do not generate these payments to us or that generate relatively lower payments to us. 

• For mutual funds and other investments with multi-share class structures, we and our financial professionals receive 
more compensation when we recommend that you purchase or hold a share class that is more costly for you. Some 
investments, including mutual funds, interval funds, education savings plans, certain alternative investments, and 
variable annuities, offer multiple share classes, and we and our financial professionals will earn higher commissions, 
ongoing payments, and other compensation if you invest in certain share classes than we would if you invest in 
other available share classes. Our receipt of these comparatively higher commissions, ongoing payments, and 
other compensation gives us and our financial professionals a financial incentive to sell you and recommend that 
you purchase and hold the share class in a multi-share class structure that results in the highest rate and amount 
of compensation for us and is likely to be more costly for you. Please note, however, that where investments have 
multi-share class structures, the lowest-cost share classes may not be available to retail customers, like you, as a 
result of high minimum investment amounts or account type requirements (e.g., a retirement account or an advisory 
account). You can find more information about the compensation paid to us, and the expenses you will incur, in 
connection with different share classes of the same investment in the prospectus or other offering document for the 
investment, or by asking your financial professional. As a general matter, you should not assume that you are 
always recommended or invested in the share class with the lowest possible internal expenses or costs. 
Your financial professional may recommend that you hold a money market or other mutual fund share class 
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that charges higher internal expenses and costs than other available share classes for the same fund when 
your financial professional determines that such share class is suitable for you and in your best interest 
taking into account overall cost (including both internal expenses and applicable trading, transaction, and 
execution fees), share class eligibility criteria, and other relevant factors. Please contact your financial 
professional for more information about share class eligibility, transaction costs, and internal mutual fund 
expenses, including 12b-1 fees, and please review your money market or other mutual fund’s prospectus for more 
information related to the fund’s expenses and other important matters. 

• We and our financial professionals get paid when you engage in a rollover transaction and purchase investments 
in your rollover account. We and our financial professionals can recommend that you roll over assets from your 
workplace retirement plan into an IRA. When you engage in a rollover to an IRA, we and our financial professionals 
generally will receive direct or indirect compensation in connection with your rollover and the investments you 
purchase and hold in your IRA. Our and our financial professionals’ receipt of this compensation gives us a financial 
incentive to recommend that you (1) roll over assets from your workplace retirement plan into an IRA, rather than 
leaving your assets in your workplace retirement plan, moving your assets to a new employer’s plan, if possible, or 
taking the cash value of your account, and (2) purchase and hold investments within your IRA that result in the 
highest rate and amount of compensation for us and our financial professionals, rather than other available 
investments that generate relatively lower or no compensation for us. 

• We and our financial professionals have a financial incentive to recommend that you open and utilize the account 
type that pays us the highest rate and amount of compensation. We and our financial professionals can recommend 
that you invest through different account types and arrangements, such as through a broker-dealer account, an 
account directly held with the issuer of the investment (or its transfer agent), or an investment advisory account. 
Depending on factors including, but not limited to, the type and level of services you require as well as the frequency 
of trading in your account, one of these account types may be more cost-effective for you than the others and we 
and our financial professionals will earn more compensation in connection with certain of these account types than 
others. The availability of different account types gives us and our financial professionals a financial incentive to 
recommend that you open and utilize the account type that results in the highest rate and amount of compensation 
for us and our financial professionals, rather than other available account types that would generate relatively lower 
or no compensation for us. 

• We and our financial professionals have a financial incentive to recommend that you purchase investments that 
pay us the highest rate and amount of compensation. We offer access to a variety of different investment categories 
and investment products and the compensation that we and our financial professionals receive in connection with 
your transactions varies among investment categories, particular investments within those categories, and share 
classes of those particular investments. As our and our financial professionals’ compensation varies depending on 
the investment category, particular investment, and share class you select, we and our financial professionals have 
a financial incentive to recommend that you purchase and hold investment categories, particular investments, and 
particular share classes that pay us the highest rate and amount of compensation, rather than other available 
investment categories, investments, and share classes that pay relatively lower or no compensation. Additionally, 
in certain circumstances, we and our financial professionals receive higher rates of compensation in connection 
with sales of proprietary products than we do for similar products issued or offered by unaffiliated third parties. As 
a result, we and our financial professionals have a financial incentive to recommend proprietary products for which 
we receive higher rates of compensation rather than similar products issued by companies with which we are not 
affiliated and for which we receive relatively lower rates of compensation. 

• We and our financial professionals have a financial incentive to recommend that you utilize margin, SBLs, and 
SBLOCs. If you enter into a margin loan, an SBL, or an SBLOC for one of your accounts, we will receive 
compensation from certain lenders based on the total amount of your outstanding margin loan, SBL, or SBLOC 
balance. With margin loans, we exercise our discretion to establish, control, and receive a portion of the interest 
rate that you pay to the lender on your outstanding margin loan balance. The amount of interest paid to us varies 
depending on your outstanding margin loan balance and other factors and increases the interest rate that would 
otherwise be charged to you for the margin loan. With an SBL and an SBLOC, we are compensated through 
payments from the lender based on the amount of your outstanding loan balance. The total amount of compensation 
received by us varies depending on each individual SBL and SBLOC, and increases the interest rate that would 
otherwise be charged to you for the SBL or SBLOC. We and our financial professionals have a conflict of interest 
as a result of our financial incentive to recommend that you purchase securities that require the use of margin; apply 
for margin loans, SBLs, and SBLOCs; use margin loans, SBLs, and SBLOCs; and increase the amount of your 
outstanding margin loan, SBL, and SBLOC balances because we and our financial professionals will receive more 
compensation when you do so. We and our financial professionals have a conflict of interest in recommending that 
you use margin loans, SBLs, and SBLOCs for liquidity purposes rather than liquidating your holdings or using other 
sources of liquidity. This is true because we and your financial professional will financially benefit from your margin 
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loan, SBL, or SBLOC because you don’t have to liquidate assets in your account to pay for things with cash, which 
would dimmish the assets held in your account and the compensation that we and your financial professional can 
receive from holding and engaging in further transactions with those assets. Additionally, in the case of SBLs and 
SBLOCs, not all available lenders pay us compensation and those that do pay us will pay different rates and 
amounts of compensation. As a result, we and our financial professionals have a conflict of interest given our 
financial incentive to recommend that you utilize SBLs and SBLOCs from lenders that pay us the highest rate and 
amount of compensation, rather than SBLs and SBLOCs from lenders that pay us relatively lower or no 
compensation. 

• We engage in principal transactions with you in certain circumstances. When we sell a bond or other security to 
you or purchase a bond or other security from you in a principal capacity, we and our financial professionals mark 
the price of the bond or other security you intend to purchase or sell up or down. In principal transactions, we and 
our financial professionals have a financial incentive to mark bond and other security prices up or down in order to 
generate the highest possible rate and amount of compensation for us, which will cause you to pay more for your 
purchase or receive less for your sale. We share a portion of these markups and markdowns with your financial 
professional. 

2.2. Conflicts for Our Firm Alone 

When acting in a broker-dealer capacity, we are committed to ensuring that we always act in the best interest of our retail 
customers and do not place our financial or other interests ahead of retail customers’ interests when making 
recommendations; however, conflicts between retail customers and our firm are caused by a variety of arrangements, 
including, but not limited to, the roles we play in a transaction, our compensation arrangements, our financial and other 
arrangements with custodians, clearing firms, other service providers, our affiliates, third-party product and service 
providers, and others, and customer-specific arrangements. The material facts relating to conflicts between retail customers 
and our firm are as follows: 

•  Sponsors of the mutual funds, mutual fund accounts, variable products, and alternative investments our financial 
professionals recommend make flat annual payments to us, make flat payments to us per sales transaction, 
periodically pay us based upon the total amount of their investments we sell (or the total premium you pay on 
insurance products), periodically pay us based upon the total amount of our client assets invested in their products, 
or make payments to us based on a combination of those methods, and we only offer variable annuities and 
alternative investments from third-party sponsors who make these types of payments to us. These payments are 
sometimes called “marketing support” or “revenue sharing” payments and our receipt of these payments gives us 
a financial incentive to include these sponsors’ products on our investment platform and to recommend that you 
purchase and hold investments issued by product sponsors that make these payments to us, rather than other 
available investments issued by product sponsors that do not make these payments to us or that make relatively 
lower payments to us. Certain sponsors make marketing support payments to us only in connection with certain 
products, share classes, asset classes, and investment strategies that are available on our investment platform 
(and not others that are available), and certain sponsors pay us more or less marketing support depending on the 
particular product, share class, asset class, or investment strategy. As a result, we have a financial incentive to 
recommend that you purchase and hold the products, share classes, asset classes, and investment strategies that 
make the highest rate and amount of these payments to us, rather than other available products, share classes, 
asset classes, and investment strategies that do not make these payments to us or that make relatively lower 
payments to us. Moreover, not all product sponsors available on our investment platform make these payments to 
us and, among those that do, some product sponsors pay us more than others. Many product sponsors or their 
affiliates also make payments to us to cover the costs associated with educational conferences, training seminars, 
and other events we host for our financial professionals. These payments are flat and are not tied to total sales of, 
or customer assets invested in, the sponsors’ products; however, our receipt of these flat payments gives us a 
financial incentive to include these sponsors’ products on our investment platform and to recommend that you 
purchase and hold investments issued by product sponsors that make these flat payments to us, rather than other 
available investments issued by product sponsors that do not make these payments to us or that make relatively 
lower payments to us. You should be aware that there are products, share classes, asset classes, and investment 
strategies available through our investment platform that do not generate any marketing support payments to us 
and therefore are likely to be less expensive for you to purchase and hold than products, share classes, asset 
classes, and investment strategies that do generate such payments to us. Additionally, because we limit the third- 
party variable annuities and alternative investments that we make available to clients that have engaged us to 
provide broker-dealer services to those offered by third-party sponsors that make marketing support payments to 
us, our financial professionals cannot recommend a variable annuity or alternative investment from a third-party 
sponsor that does not make these payments to us and that could potentially cost you less overall and otherwise be 
in your best interest. For the most up-to-date information regarding our marketing and distribution support 
arrangements, including a list of the product sponsors with whom we have such arrangements, a description of the 
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revenue we receive, and a description of our related conflicts of interest, please see our Annuity and Insurance 
Product, Alternative Investment, and Mutual Fund Marketing Support Disclosures, each of which is available at 
osaic.com/fs/accounts/disclosures. Additional information regarding our marketing and distribution support 
arrangements is also included under the heading “Fees and Costs Associated with Your Transactions and 
Holdings” above. 

 

• We receive revenue sharing payments from third-party sponsors that participate in our DirectChoice Brokerage 
Program. We receive additional asset-based compensation from third-party sponsors for participation in the 
DirectChoice Brokerage Program. Our receipt of these revenue sharing payments from participating sponsors 
presents a conflict of interest for us given our financial incentive to recommend that you open a DirectChoice 
brokerage account where we receive these revenue sharing payments, rather than other account types where we 
do not receive these revenue sharing payments. Additionally, our receipt of these revenue sharing payments 
presents a conflict of interest for us given our incentive to limit participation in the DirectChoice program to those 
third-party sponsors that make these revenue sharing payments to us, rather than other third-party sponsors from 
which we would receive no or relatively lower revenue sharing payments. Further, our receipt of these revenue 
sharing payments presents a conflict of interest for us given our incentive to offer the products which generate the 
greatest revenue sharing payments to us, rather than other available products that generate comparatively lower 
revenue sharing payments to us. We address these conflicts of interest by: (i) disclosing them to you; (ii) not 
sharing any of these revenue sharing payments with the financial professionals that recommend account types, 
mutual funds, and share classes for your account; and (iii) supervising our financial professionals’ 
recommendations to evaluate whether they are suitable for you and in your best interest. 

 

• NFS makes revenue sharing payments to us. We receive revenue sharing payments from NFS based upon 
clients’ cash sweep balances held in NFS’s taxable interest-bearing cash option, FCASH. Our receipt of these 
revenue sharing payments from NFS gives us a financial incentive to recommend that you utilize FCASH as your 
cash sweep vehicle, rather than other available cash sweep vehicles that do not generate such revenue sharing 
payments to us or that generate relatively lower payments to us. Additionally, we receive interest payments from 
NFS based upon the amount of uninvested cash held in the accounts of our clients who have not elected a cash 
sweep vehicle. Our receipt of these revenue sharing payments from NFS presents a conflict of interest for us 
given our financial incentive to utilize NFS as our custodian and clearing firm, rather than other available custodian 
and clearing firms that would make relatively lower or no revenue sharing payments to us. We address these 
conflicts of interest by: (i) disclosing them to you; (ii) not sharing any of these revenue sharing payments with the 
financial professionals that recommend account types and cash sweep products for your account; and (iii) 
supervising our financial professionals’ recommendations to evaluate whether they are suitable for you and in 
your best interest. For additional information on these revenue sharing arrangements, please see our Bank Sweep 
Program Disclosure Document, which is available at osaic.com/fs/accounts/disclosures.  

• Through our arrangements with NFS, we have the ability to establish, control, and charge you various fees as 
broker-dealer of record for your commission-based broker-dealer accounts with NFS. For example, as broker-dealer 
of record for your commission-based broker-dealer accounts with NFS, we establish, control, and charge you 
various commissions and transaction, trading, execution, and brokerage services charges as described in our Fee 
and Commission Schedule. The fees that we establish, control, and charge you include: commissions and 
transaction, trading, and execution charges; brokerage service charges, including, but not limited to, inactive 
brokerage account fees, cash management account fees, retirement account annual maintenance fees, retirement 
account termination fees, fees for transfer of assets delivery for non-retirement accounts, alternative investment 
custody and valuation fees, electronic fund and wire transfer fees, overnight check fees, returned check fees, stop 
payment fees, interest on cash debit balances, fees for legal transfers and legal returns of stock certificates, 
securities safekeeping fees for physical certificates, reorganization fees, fees for direct registration of securities, 
quarterly paper statement and trade confirmation delivery fees, and tax return filing fees; charges imposed by 
securities exchanges and regulators, including, but not limited to, transaction fees imposed by the SEC; and other 
fees and charges customary to securities brokerage accounts. Additionally, through our clearing relationship with 
NFS, we receive compensation as a result of your use of the Insured Bank Deposit Account (the “IBDA”) and/or the 
Insured Bank Retirement Advisory Account (the “IBRAA”) as your cash sweep, as described in Section 1.3.2 above. 
Our receipt of these sources of revenue is a factor that we consider when selecting a custodian and clearing firm, 
such as NFS, for our programs and client accounts. This presents a conflict of interest for us given our financial 
incentive to select custodians and clearing firms like NFS through which we will receive the highest rate and amount 
of revenue, rather than other available custodians and clearing firms through which we will receive relatively lower 
or no revenue. Additionally, this creates a conflict of interest for us given our financial incentive to recommend 
ourselves as your broker-dealer of record (rather than other available broker-dealers), which affords us the 
discretion to set the amounts and rates of many of the charges that result in these sources of revenue in a manner 
that generates the highest possible revenue to us. For example, when we serve as your broker-dealer of record, 
we generally exercise our discretion to set these charges at amounts and rates that are higher than the related 

https://osaic.com/fs/accounts/disclosures
https://osaic.com/fs/accounts/disclosures


LFN12123 Page 39 of 45  

fees, costs, and expenses, if any, that we pay to NFS for execution and settlement of transactions and related 
services. For certain charges imposed by us (e.g., ACAT Exit Fees), we pay no related fees, costs, or expenses to 
NFS. These are sometimes called “markups” given the difference between the increased cost you incur and the 
related costs, if any, that we pay to NFS, and they vary by product, the type of service provided, the nature and 
amount of transactions involved (if applicable), the type of account, and other factors. This practice will result in 
your payment of higher fees, costs, and expenses than you would otherwise directly pay to NFS or other available 
service providers (e.g., on margin loans, cash debits, SBLs, and SBLOCs, and for transaction, trading, execution, 
and brokerage service charges). You will also receive lower interest rates and other payments that you would 
otherwise directly receive from NFS or other available service providers if you were to enter into arrangements 
directly with NFS or other available service providers where we did not receive payments from NFS (e.g., on FCASH 
balances, short positions, and cash balances in accounts not selecting a cash sweep vehicle). 

• NFS makes business development credit payments to us. Under our clearing agreement with NFS, we receive 
annual business development credit payments from NFS during the term of the clearing relationship and, if our 
clearing agreement with NFS is terminated by us or NFS for specified reasons, we are required to make significant 
early termination fee payments to NFS. Our receipt of these business development credit payments, as well as our 
related repayment and termination fee obligations to NFS under the clearing agreement, creates a conflict of interest 
for us given our financial incentive to: (i) select NFS as the custodian and clearing firm for client accounts, rather 
than other available custodians and clearing firms through which we would receive relatively lower or no business 
development credits; (ii) maintain our clearing agreement with NFS; (iii) recommend that you utilize a brokerage 
account custodied by NFS (as opposed to, for example, accounts held directly with the issuers of the securities you 
purchase or with another custodian); and (iv) recommend that you transfer assets to, and increase your assets held 
with, NFS, rather than other available custodians that provide us with relatively lower or no business development 
credits. We address these conflicts by disclosing them to you and requiring that there be a review of your account 
and transactions at account opening and periodically to determine whether they are suitable and in your best interest 
in light of your investment objectives, financial circumstances, and other characteristics. 

• We receive net flows credits from NFS. Under our clearing agreement with NFS, we receive annual asset-based 
payments from NFS based upon net new client cash and securities transferred into accounts held at NFS from 
other accounts not custodied or introduced by NFS or its affiliates (“net flows credits”) and, if our clearing agreement 
with NFS is terminated by us or NFS for specified reasons, we are required to make significant early termination 
fee payments to NFS. Our receipt of these net flows credits, as well as our related repayment and termination fee 
obligations to NFS under the clearing agreement, creates a conflict of interest for us given our financial incentive 
to: (i) select NFS as the custodian and clearing firm for client accounts, rather than other available custodians and 
clearing firms through which we would receive relatively lower or no net flows credits; (ii) maintain our clearing 
agreement with NFS; (iii) recommend that you utilize a brokerage account custodied by NFS (as opposed to, for 
example, accounts held directly with the issuers of the securities you purchase or with another custodian); and (iv) 
recommend that you transfer assets to, and increase your assets held with, NFS, rather than other available 
custodians that provide us with relatively lower or no net flows credits. We address these conflicts by disclosing 
them to you and requiring that there be a review of your account and transactions at account opening and 
periodically to determine whether they are suitable and in your best interest in light of your investment objectives, 
financial circumstances, and other characteristics. 

• We have an incentive to minimize the costs we incur in connection with your accounts and the securities 
transactions therein. We incur costs in connection with the maintenance of your accounts and when you engage in 
securities transactions in your accounts. Some securities transactions and investment strategies are less costly for 
us than others. As a result, we have a financial incentive to recommend that you purchase and hold securities and 
pursue investment strategies that result in the least amount of cost for us, rather than other available securities and 
investment strategies that would cost us more, but that might otherwise be in your best interest. 

• We get paid when you have an outstanding margin loan. When you have an outstanding margin loan, where NFS 
extends credit (a loan) to you for the purpose of purchasing, carrying, or trading in securities, NFS charges you 
interest on all credit it extends to you. We set and retain a portion of any interest you pay, which increases the 
interest rate that you would otherwise pay for your margin loan. In addition, we receive interest payments from NFS 
based on a portion of the aggregate short market value of our clients’ accounts. Our retention of a portion of the 
interest payments that you make gives us a financial incentive to recommend that you purchase or sell-short 
securities that require the use of margin, apply for margin trading privileges, engage in margin trading, and increase 
the amount of credit extended to you by NFS because we will receive more compensation when you do so. 

• We get paid when you borrow utilizing securities-backed loans (SBLs) and securities-backed lines of credit 
(SBLOCs) from certain third-party lenders. When you borrow cash secured by the securities in your brokerage 
account utilizing an SBL or SBLOC, you will pay interest on all cash you borrow under the SBL or SBLOC to the 
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third-party lender with whom you’ve entered into an SBL or SBLOC contract. Certain third-party lenders share a 
portion of the interest you pay with us, or otherwise make payments to us based upon the total amount of your 
outstanding loan balance, to compensate us for services we provide in connection with offering you access to the 
third-party lender’s SBL or SBLOC. Our receipt of a portion of the interest payments you make to certain third-party 
lenders or other compensation from these third-party lenders gives us a financial incentive to recommend that you 
apply for an SBL or SBLOC with such lenders, enter into an SBL or SBLOC contract with such lenders, and increase 
the amount of cash you borrow under your SBL or SBLOC with such lenders because we will receive more 
compensation when you do so. It also gives us a financial incentive to recommend that you apply for an SBL or 
SBLOC with a third-party lender that shares a portion of the interest payments you make with us, or otherwise 
makes payments to us based upon the total amount of your outstanding loan balance, rather than a lender that 
does not. Since SBL and SBLOC lenders pay us different rates and amounts of compensation, we also have a 
financial incentive to recommend that you apply for an SBL or SBLOC with the third-party lenders that make the 
highest rates and amounts of payments to us, rather than other available SBL and SBLOC lenders that pay us 
relatively lower or no compensation. Our receipt of this compensation from SBL and SBLOC lenders increases the 
interest rate that you would otherwise pay for your SBL or SBLOC. 

• We and our affiliates collectively receive additional compensation when you purchase or utilize proprietary products 
and/or services. We offer certain proprietary products and/or services developed by our affiliates, and we and our 
affiliates collectively receive more compensation when you purchase or utilize those proprietary products and/or 
services than if you purchase or utilize a similar product and/or service issued, sponsored, or managed by an 
unaffiliated third party. Our and our affiliates’ receipt of this additional compensation gives us a financial incentive 
to recommend that you purchase and utilize proprietary products developed by our affiliates because our overall 
organization will receive more compensation when you do. 

o Ladenburg Thalmann Asset Management, Inc. (LTAM) is an SEC registered investment advisor 
specializing in investment management, market analysis, due diligence, fund selection, asset 
allocation, and diversification strategies. LTAM sponsored programs and their characteristics are more 
fully described in its disclosure brochures, which are available at ladenburg.com under Disclosures. 
You also may request copies of its disclosure brochures from your financial professional.  

o LTAM offers the Ladenburg Funds (e.g., Ladenburg Income Fund, Ladenburg Income & Growth Fund, 
Ladenburg Growth & Income Fund, Ladenburg Growth Fund, and Ladenburg Aggressive Growth 
Fund), each of which is an open-end fund; and the Total Portfolio Series Funds (Collective Investment 
Trusts), established for retirement plans. Our financial professionals may recommend that you invest 
in these funds and/or in other LTAM portfolios. Transactions within these funds are executed through 
Ladenburg Thalmann & Co. Inc. (LTCO), a registered broker-dealer, which receives no commissions 
when executing trades on behalf of the funds. 

• We get paid when you use our Insured Bank Deposit Account (IBDA) or our Insured Bank Retirement Advisory 
Account (IBRAA) as your cash sweep vehicle for cash balances awaiting investment. As summarized herein and 
described in greater detail in our Bank Sweep Program Disclosure Document, which is available at 
osaic.com/fs/accounts/disclosures, clients’ use of the IBDA or the IBRAA as their cash sweep creates significant 
financial benefits for us, as well as for NFS and the Administrator, and conflicts of interest for the firm. 

o In connection with their participation in the IBDA or the IBRAA, the Program Banks pay higher interest 
rates than the interest rates that clients will receive on their Program Deposits. The amount of the fees 
paid to us, as well as to NFS and the Administrator, will directly affect and significantly reduce the 
interest rates clients are paid on their Program Deposits, because the fees that we, as well as NFS and 
the Administrator, receive significantly reduce the amount of interest paid by the Program Banks that 
is available to be paid to clients on their Program Deposits. In connection with the IBDA, we retain the 
difference between the interest paid by the Program Banks and the interest clients receive, after the 
fees due to NFS and the Administrator are paid. We refer to this differential between the interest paid 
by the Program Banks and the interest clients receive as the “fees” that we, as well as NFS and the 
Administrator, receive in connection with the IBDA. In connection with the IBRAA, we receive a level 
monthly fee for each account that participates in the IBRAA, as described above. We set the fees that 
the firm charges in connection with the IBDA and the IBRAA (together, the “Programs”). This discretion 
creates a conflict between our interests and clients’ interests because our determination of the firm’s 
share of the interest that it retains as compensation directly affects and significantly reduces the interest 
clients earn on their Program Deposits. The higher the compensation paid to us, the lower the interest 
paid to clients; the lower the compensation paid to us, the higher the interest paid to clients. With limited 
exception, we will retain a substantially greater share of the interest received from the Program Banks 
as compensation in connection with clients’ Program Deposits than what is credited to clients. 

https://www.ladenburg.com/
https://osaic.com/fs/accounts/disclosures
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Additionally, with limited exception, we will retain a substantially greater share of the interest received 
from the Program Banks as compensation in connection with clients’ Program Deposits than what is 
paid to NFS and the Administrator. The fees paid to us, as well as to NFS and the Administrator, will 
have a greater impact on the interest rates that clients receive than the amount of interest paid by each 
Program Bank. The fees that we charge are not based on the firm’s costs in connection with maintaining 
the Programs and are in addition to other compensation that we and our financial professionals receive 
with respect to clients’ accounts. The fees that we receive in connection with the Programs are higher 
than the compensation that we would receive in connection with other core account investment vehicles 
that NFS makes available, including money market mutual funds, that we have not selected as the 
default and only cash sweep for IBDA-eligible and IBRAA-eligible accounts. 

o Clients participating in the IBDA or the IBRAA through accounts enrolled in any of our fee-based 
investment advisory programs should understand that the firm receives significant fees from the 
Program Banks as a result of clients’ Program Deposits and that these fees are in addition to the asset- 
based investment advisory fees that investment advisory clients directly pay to us in connection with 
their Program Deposits. We charge investment advisory clients an asset-based advisory fee based on 
the total market value of their assets under management, including, but not limited to, their Program 
Deposits. As a result, the firm receives two layers of fees on investment advisory clients’ Program 
Deposits when they participate in the IBDA or the IBRAA through accounts enrolled in any of our fee- 
based investment advisory programs (i.e., asset-based advisory fees and fees from the Program 
Banks). When the interest rate that investment advisory clients receive on their Program Deposits is 
lower than the asset-based investment advisory fees that they pay to the firm in connection with their 
Program Deposits, investment advisory clients will experience net negative overall returns with respect 
to their Program Deposits. When evaluating the appropriateness of our asset-based investment 
advisory fees, investment advisory clients should consider the fees that we receive from the Program 
Banks in connection with the Programs. Additionally, investment advisory clients participating in the 
IBDA or the IBRAA should understand that many third-party money managers, asset allocation 
providers, and model portfolio providers whose strategies are available through our fee-based 
investment advisory programs require clients to hold a minimum cash allocation (e.g., two or more 
percent of their portfolio in cash) and that these minimum cash allocations will be swept to the IBDA or 
the IBRAA, as applicable. 

o The fees that we receive from the Program Banks in connection with clients’ Program Deposits are a 
significant source of revenue and profit for us and present conflicts of interest for the firm. In particular, 
we have conflicts of interest in connection with the Programs given our financial incentive to: (i) exercise 
our discretion to set the fees that we charge in connection with clients’ Program Deposits (and therefore, 
the revenue that we receive) at high levels, which will directly affect and significantly reduce the interest 
rate payable to clients (i.e., the higher the fees set, imposed, and received by the firm, the lower the 
interest rate payable to clients on their Program Deposits); (ii) exercise our discretion to select the IBDA 
and the IBRAA as the default and only core account investment vehicles, or “cash sweeps,” that are 
available for use by IBDA-eligible accounts and IBRAA-eligible accounts, respectively, rather than other 
cash sweeps made available by NFS that would generate relatively lower or no revenue for the firm 
and provide higher yields or returns to clients; (iii) recommend or advise that all IBDA-eligible and 
IBRAA-eligible account holders use the IBDA and the IBRAA, respectively, as their cash sweep, rather 
than closing their accounts, transferring their assets to other account types that do not use the IBDA or 
the IBRAA as their default and only cash sweep option, if possible, or transferring their assets to other 
financial institutions; (iv) recommend or advise that all IBDA-eligible and IBRAA-eligible account holders 
increase their Program Deposits, including by recommending or advising that they make cash deposits, 
sell securities, and take other actions that generate cash balances in their accounts that will be swept 
to the IBDA or the IBRAA, as applicable; (v) recommend or advise that all IBDA-eligible and IBRAA- 
eligible account holders hold high levels of Program Deposits for extended periods of time, rather than 
taking other available actions such as withdrawing cash from their accounts or purchasing money 
market mutual funds or other investment options that are available for clients to purchase outside of 
the Programs (which would generate relatively lower or no revenue for the firm and provide higher 
yields or returns to clients); (vi) recommend or advise that all IBDA-eligible and IBRAA-eligible 
investment advisory clients use the IBDA and the IBRAA, respectively, as their core account investment 
vehicle (rather than closing their accounts, transferring their assets to other account types that do not 
use the IBDA or the IBRAA as their default and only cash sweep option, if possible, or transferring their 
assets to other financial institutions), increase their Program Deposits, and hold high levels of Program 
Deposits for extended periods of time, which allows the firm to receive fees from the Program Banks in 
addition to asset-based investment advisory fees on investment advisory clients’ Program Deposits; 
(vii) include Program Banks that pay the highest interest rates on the Program Bank list, rather than 
other Program Banks that pay relatively lower interest rates, which will increase the firm’s fees in 
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connection with the IBDA and support our monthly per account fee in connection with the IBRAA; (viii) 
position Program Banks that pay fixed rates of interest on clients’ cash deposits through the IBDA 
(“Fixed-Rate Banks”) at or near the top of the Program Bank list for the IBDA, since we must maintain 
specified levels of client deposits with Fixed-Rate Banks and will incur penalties if we fail to do so; (ix) 
recommend or advise that clients invest through IBDA-eligible and IBRAA-eligible accounts, rather than 
through other account types that we make available but that do not participate in the Programs 
(including, but not limited to, accounts for which we do not serve as broker-dealer of record, accounts 
held directly with third-party product sponsors, accounts in the third-party asset management programs 
that we make available to clients, and accounts that are not eligible to participate in the Programs, as 
described above and in our Bank Sweep Program Disclosure Document); (x) recommend or advise 
that clients invest through IBDA-eligible and IBRAA-eligible accounts that can hold the highest amount 
of cash, rather than other available accounts that limit the amount of cash that can be held (i.e., 
commission-based brokerage accounts can generally hold an unlimited amount of cash, while accounts 
enrolled in our fee-based investment advisory programs are generally subject to cash concentration 
limits and will, in certain circumstances, have defined cash allocations set by third-party money 
managers, asset allocation providers, or model providers as described above); (xi) recommend or 
advise that clients invest through account types that will cause the firm to receive the highest 
compensation on their Program Deposits (i.e., recommend or advise that clients invest through either 
IBDA-eligible accounts or IBRAA-eligible accounts based on which Program will cause the firm to 
receive the highest compensation in connection with clients’ Program Deposits); and (xii) recommend 
the firm as the broker-dealer of record and NFS as the custodian for clients’ accounts, rather than other 
available broker-dealers and custodians, which allows us to access the Programs and receive fees in 
connection with clients’ use of the Programs as their cash sweep. 

o Program Deposits will pay a significantly lower interest rate to clients than other available cash 
equivalent products, including, but not limited to, money market mutual funds, that financial 
professionals can recommend to clients. This presents a conflict of interest for the firm because we will 
receive significantly greater compensation on clients’ Program Deposits than we would on equivalent 
amounts of clients’ cash invested in other available investments that can be purchased and held in 
other portions of clients’ accounts. This conflict of interest influences us to make the IBDA and the 
IBRAA the default and only cash sweeps available for use by IBDA-eligible accounts and IBRAA-eligible 
accounts, respectively. 

o The revenue that we receive from the Program Banks in connection with the Programs is significantly 
greater than the revenues that we would receive from (i) certain sweep options (e.g., money market 
mutual funds) that are available at other brokerage firms and (ii) other cash sweeps that NFS makes 
available and that we have used in the past or may consider using in the future. 

For additional information regarding the IBDA and the IBRAA, clients should carefully review our Bank Sweep 
Program Disclosure Document, which is available at osaic.com/fs/accounts/disclosures. Our Bank Sweep 
Disclosure Document provides detailed information regarding the Programs, including how and when clients’ cash 
is swept to the Program Banks, clients’ options if they do not wish to consent to the IBDA or the IBRAA as their 
cash sweep, FDIC insurance coverage and applicable limitations, the compensation that we receive from the 
Program Banks as a result of clients’ use of the Programs as their cash sweeps, the firm’s conflicts of interest in 
connection with the Programs, and other important matters. Additionally, for important information regarding the 
current interest rates that clients will receive on their cash deposits in the Programs, the Program Banks participating 
in the Programs, account eligibility for the Programs, the firm’s compensation and conflicts of interest in connection 
with the Programs, the “money market mutual fund overflow” feature of the Programs, and frequently asked 
questions regarding the Programs, clients should carefully review the other Program-related disclosures available 
at osaic.com/fs/accounts/disclosures or request copies of such disclosures from their financial professional. After 
reviewing the important Program-related disclosures herein and on our website, clients should address any 
questions they may have with their financial professional before consenting to the IBDA or the IBRAA as the cash 
sweep for their accounts. 

2.3. Conflicts for Our Financial Professionals Alone 

When acting in a broker-dealer capacity, we are committed to ensuring that our financial professionals always act in the 
best interest of our retail customers and do not place our or their financial or other interests ahead of retail customers’ 
interests; however, conflicts between retail customers and our financial professionals are caused by a variety of 
arrangements, including, but not limited to, financial professionals’ compensation arrangements, retail customer-specific 
arrangements, and our financial professionals’ outside business activities. The material facts relating to conflicts between 
retail customers and our financial professionals are as follows: 

https://osaic.com/fs/accounts/disclosures
https://osaic.com/fs/accounts/disclosures
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• Your financial professional’s compensation is dependent upon their sales. Your financial professional’s cash and 
non-cash compensation (including, but not limited to, nominal gifts, entertainment, marketing expense 
reimbursements, business expense reimbursements or discounts, firm-sponsored benefits, and other benefits) are 
tied to factors including asset accumulation, total sales, total compensation, or proprietary product sales. Further, 
some financial professionals receive annual recognition trips for them and, in certain cases, their family members 
and/or other guests based on their sales as compared to their peers at our firm. You are not charged any additional 
fees as a result of your financial professional’s receipt of additional compensation and benefits from us. However, 
their receipt of additional compensation and benefits presents a conflict of interest for financial professionals that 
has the potential to affect your financial professional’s judgment, recommendations, and selections made for you 
and your account. In particular, these forms of additional compensation and benefits give your financial professional 
a financial incentive to recommend that you trade more frequently, purchase additional investments, engage in 
larger transactions, purchase products that generate the highest rate and amount of compensation for them, and 
purchase proprietary products offered by our affiliates so that he or she will make progress toward or meet the 
thresholds required to receive these various benefits. This conflict is heightened as your financial professional 
approaches the deadlines for meeting the qualification targets for these various benefits, many of which are typically 
at the end of the calendar year. 

• The amount of compensation we share with your financial professional depends on the investment category (and, 
in some cases, the particular investment) recommended to you and your financial professional’s sales volume. The 
amount of commissions, sales charges, sales loads, markups, ongoing payments, and certain other forms of 
compensation we share with our financial professionals is dictated by compensation grids that are set at the 
discretion of our financial professionals’ Office of Supervisory Jurisdiction managers (“OSJ Managers”). The 
compensation grids set for our financial professionals by their OSJ Managers vary based upon the investment 
category in which your financial professional’s recommended transaction falls. Because our financial professionals’ 
compensation grids generally are not investment category neutral, your financial professional has a financial 
incentive to recommend that you invest in investment categories that result in the highest percentage payout for 
your financial professional. For example, if your financial professional receives a lower percentage of the 
compensation generated by publicly-traded stock and other general securities transactions than he or she does for 
transactions in other investment categories (e.g., variable product transactions) under his or her compensation grid, 
he or she will have a financial incentive to recommend that you invest in investment categories other than publicly- 
traded stocks and general securities. Additionally, we do not subject the compensation paid to our financial 
professionals for transactions involving variable life insurance policies issued by our affiliates to the compensation 
grid applicable to all other securities. Therefore, our financial professionals have a financial incentive to recommend 
that you invest in variable life insurance policies issued by our affiliates, rather than other securities, including 
variable life insurance policies issued by unaffiliated third-parties, which are paid at your financial professional’s 
standard, lower grid rate percentage. Furthermore, our financial professionals’ compensation grids generally have 
thresholds or bands that enable your financial professional to increase his or her compensation through an 
incremental increase in sales. Moreover, your financial professional’s payout percentage can be adjusted 
periodically depending on your financial professional’s total sales and overall performance. These thresholds, 
bands, and payout percentage adjustments give your financial professional a financial incentive to recommend that 
you trade more frequently, purchase additional investments, engage in larger transactions, and purchase and hold 
investments that generate the highest rate and amount of compensation so that he or she will make progress toward 
or meet the thresholds required to receive additional compensation. This conflict is heightened as your financial 
professional approaches the thresholds for meeting the qualification targets for these benefits. 

• Our OSJ Managers’ compensation is based, in part, on the revenue generation levels of the financial professionals 
within the branch offices the OSJ Managers supervise. Certain of our financial professionals are designated as OSJ 
Managers and are responsible for supervising the business activities conducted by the branch offices they have 
been appointed to oversee. The compensation of these OSJ Managers is tied, in part, to the revenue generation 
levels of the financial professionals within the branch offices the OSJ Managers supervise. The fact that OSJ 
Managers’ compensation is tied to the revenue generation levels of the financial professionals within the branch 
offices the OSJ Managers supervise gives your financial professional’s OSJ Manager a financial incentive to spend 
more time on increasing the revenue generation levels of your financial professional than on their supervisory and 
oversight responsibilities as an OSJ Manager. 

• Some financial professionals receive significant forgivable loans from us to help facilitate their transition when they 
join our firm and have outstanding loan balances forgiven over time as they meet total production targets each year 
during the term of their forgivable loan. These loans are based on a percentage of the revenue earned, 
compensation received, or assets serviced or managed by the financial professional at his or her prior firm. We 
make these loans to financial professionals at interest rates and on other terms that are more favorable than 
financial professionals would be able to obtain from other lenders. Depending on the arrangement between us and 
the financial professional, the repayment of these loans is fully or partly forgiven or waived by us when the financial 
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professional reaches specified sales or revenue generation levels or when the financial professional has been 
affiliated with us for a specified length of time. With respect to loans that are forgiven or waived by us based on 
sales or revenue generation, certain loans are forgiven or waived based on the financial professional’s total sales 
and revenue generation across all products and services offered through us, including both proprietary and non- 
proprietary products and services, while other loans are forgiven or waived by us based solely upon the financial 
professional’s accumulation of assets in our investment advisory programs or sale of other proprietary products. In 
certain circumstances, loan forgiveness and waivers are also funded by additional compensation for sales and 
revenue generation. These forgivable loan arrangements create conflicts of interest for the financial professional 
because he or she has an additional financial incentive to: remain affiliated with us until his or her outstanding loan 
balance is forgiven or waived by us; encourage clients to purchase products and services through us and, in 
particular, those products and services that result in the forgiveness or waiver of his or her outstanding loan balance, 
rather than other available products and services; and otherwise achieve specific levels of sales or revenue 
generation that will result in the forgiveness or waiver of his or her outstanding loan balance, which has the potential 
to impact the account-type, product, and service recommendations and selections the financial professional makes 
for you and your account. If your financial professional received a forgivable loan and has an outstanding loan 
balance, your financial professional has a financial incentive to recommend that you trade often, purchase additional 
investments, engage in larger transactions, purchase and hold investments that result in the highest rate and 
amount of compensation, and engage in other fee-generating activities that will assist your financial professional in 
meeting the total production targets that will cause all or a portion of his or her outstanding loan balance to be 
forgiven by us. This conflict is heightened as your financial professional approaches the deadline for meeting the 
qualification targets for loan forgiveness, which are typically at the anniversary of the issuance date of their 
forgivable loan. 

• Some of our financial professionals receive additional training and support from certain issuers. Certain issuers and 
their affiliates provide some of our financial professionals with more training and administrative support services 
than others. If your financial professional receives this additional training and support, his or her use of these issuers’ 
higher level of training and administrative support services gives them a financial incentive to recommend 
investments issued by issuers that provide such training and services over other available issuers that do not or 
other available issuers that provide lesser training and services. 

• Some of our financial professionals’ marketing efforts are subsidized by marketing representatives of product 
sponsors or their affiliated distributors, who are often referred to as “wholesalers.” Some of our financial 
professionals receive reimbursements or direct payments from the wholesalers of certain investments for marketing 
and distribution expenses they incur in connection with the distribution of wholesalers’ investments. If your financial 
professional receives these wholesaler reimbursements or direct payments, these payments give your financial 
professional a financial incentive to recommend investments that entail these wholesaler reimbursements or 
payments, rather than other available investments that do not or that provide lesser reimbursements and payments. 

• Some of our financial professionals conduct business activities outside of the scope of their relationship with us 
(“outside business activities”) that compete for their time and could potentially influence the recommendations they 
make to you. If your financial professional engages in any outside business activities, these outside business 
activities can give your financial professional a financial incentive to spend more time on the outside business 
activity rather than on his or her broker-dealer relationship with you. Additionally, depending on the nature of your 
financial professional’s outside business activities, your financial professional’s outside business activities and 
related professional and personal interests can have the potential to influence the recommendations that he or she 
makes to you. You may research any outside business activities your financial professional may have on FINRA’s 
BrokerCheck website at https://brokercheck.finra.org/. 

• Some of our financial professionals working with workplace retirement plans get paid when you deposit assets into 
your workplace retirement plan. Some of our financial professionals who work with workplace retirement plan 
sponsors receive compensation based on the amount of assets you deposit into your workplace retirement plan. 
Our financial professionals’ receipt of this deposit-based compensation gives them a financial incentive to 
recommend that you deposit assets into your workplace retirement plan, rather than other available account options 
that would not generate this compensation to them or that would generate relatively lower compensation to them. 

• Some of our financial professionals are subject to material limitations. As described in Section 1.2.1 above, some 
of our financial professionals are limited in the investments, services, and account types they can recommend to 
you as a result of their not being licensed to provide investment advisory services, the securities and insurance 
licenses they hold. If your financial professional is subject to a material limitation on the investments, services, or 
account types he or she can recommend to you, your financial professional has a financial incentive to recommend 
that you invest in and utilize the investments, services, and account types that he or she is authorized to recommend 
because he or she will only be compensated if you do so. 

https://brokercheck.finra.org/
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• Our financial professionals have a financial incentive to minimize the costs they incur as a result of your securities 
transactions. Our financial professionals incur costs when you engage in securities transactions. Some securities 
transactions and investment strategies are less costly for our financial professionals than others. As a result, our 
financial professionals have a financial incentive to recommend that you purchase and hold securities and pursue 
investment strategies that result in the least amount of cost for them, rather than other available securities and 
investment strategies that would cost them more, but that might otherwise be in your best interest. 
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