
The information contained in this Disclosure Statement may not be modified by any
oral representation made prior or subsequent to the purchase of your Certificate of
Deposit.

Hewitt Financial Services, the broker-dealer distributing this Disclosure Statement (the “Firm”),
is making certificates of deposit (“CDs”) available to its customers. Each CD is a de-
posit obligation of a depository institution domiciled in the U.S. or one of its territories
(an “Issuer”), the deposits and accounts of which are insured by the Federal Deposit
Insurance Corporation (the “FDIC”) within the limits described below. The CDs are
made available pursuant to an arrangement between the Firm and another broker-
dealer or bank that has entered into an agreement with the Issuer to offer the CDs.
Each CD constitutes a direct obligation of the Issuer and is not, either directly or indi-
rectly, an obligation of the Firm. CDs may be purchased both upon issuance (the “pri-
mary market”) and in the secondary market. If purchased in the primary market, the
Firm will advise you of the date on which your CD will be established with the Issuer
(the “Settlement Date”).

Some CDs may be subject to redemption on a specific date or dates at the sole dis-
cretion of the Issuer (a “Call”). These CDs are described in the section headed “Terms
of the CDs.” This Disclosure Statement is intended for use with callable and non-call-
able CDs. It is not intended to be used exclusively, or relied upon, for index-linked
CDs offered through the Firm. The Firm will provide separate or supplemental disclo-
sure for index-linked CDs.

The Firm will advise you of the names of Issuers currently making CDs available.
Upon request, you will be provided with financial information concerning the Issuer
of a CD that you would receive upon request if you established a deposit account di-
rectly with the Issuer. The financial condition of each Issuer or depository institution
may differ. The Firm, however, is not obligated to monitor or advise you with regard to
the financial condition of the issuing depository institution while your CD is outstand-
ing. The Firm does not guarantee in any way the financial condition of any Issuer or
the accuracy of any financial information provided by the Issuer.

The Issuer may use proceeds from the sale of the CDs for any purpose permitted by
law and its charter, including making loans to eligible borrowers and investing in per-
missible financial products. The Firm or one of its affiliates may from time to time act
as a broker or dealer in the sale of permissible financial products to the Issuer.

The extent of, and limitations on, federal deposit insurance are discussed be-
low in the sections headed “Deposit Insurance” and “Deposit Insurance for CDs
Purchased by Retirement Plans and Accounts.”

Terms of CDs
The maturities, rates of interest and interest payment terms of CDs available through

the Firm will vary. Both interest-bearing and zero-coupon CDs may be available. You
should review carefully the trade confirmation and any supplement to this Disclosure
Statement for a description of the terms of the CD. You should also review the invest-
ment considerations discussed below in “Important Investment Considerations.”

The CDs will mature on the date indicated on the trade confirmation. The CDs will
not be automatically renewed or rolled over and interest on the CDs will not continue
to accrue or (in the case of zero-coupon CDs) accrete after maturity. At maturity the
CD balances will be remitted by the Issuer to the Firm and credited to your account
with the Firm. If the maturity date is not a business day, the CD balances will be paid
on the next succeeding business day. A “business day” shall be a day on which the New
York Stock Exchange and the banks in both the Issuer’s domicile and New York are
open for business.

Interest-Bearing CDs
Interest-bearing CDs pay interest at either a fixed rate or at a variable rate. A fixed

rate CD will pay the same interest rate throughout the life of the CD. The interest rate
on variable rate CDs may increase or decrease from the initial rate at pre-determined
time periods (“step-rates”) or may be re-set at specified times based upon the change
in a specific index or indices (“floating rates”). The dates on which the rates on step-
rate CDs will change or the rates on floating rate CDs will re-set, as well as a descrip-
tion of the basis on which the rate will be re-set, will be set forth on the trade confir-
mation and/or a supplement to this Disclosure Statement.

Unless otherwise specified in the trade confirmation or any supplement to this Dis-
closure Statement, interest earned on interest-bearing CDs with original maturities of
one year or less will be paid at the maturity of such CDs and interest earned on inter-
est-bearing CDs with original maturities of more than one year will be paid monthly,
quarterly, semiannually or annually and at maturity. Interest on variable rate CDs will
be re-set periodically and interest will be paid monthly, quarterly, semiannually or
annually and at maturity as specified on the trade confirmation or any supplement to
this Disclosure Statement.

Interest payments on interest-bearing CDs are automatically credited to your ac-
count with the Firm. Interest will accrue up to, but not including, the interest payment
date, the maturity date or any call date. If an interest payment date falls on a day that
is not a business day, interest will be paid on the first business day following the inter-
est payment date. For specific rate information for any interest period, please contact
the Firm.

Interest on CDs is not compounded. Interest on CDs in the primary market is calcu-
lated on the basis of the actual number of days elapsed over a 365 day year. However,
the amount of interest on CDs that are purchased in the secondary market may be
based on other interest rate calculations. Please contact the Firm with questions con-
cerning the interest rate calculation on a secondary market CD.

Zero-Coupon CDs
Zero-coupon CDs do not bear interest, but rather are issued at a substantial dis-

count from the face or par amount, the minimum amount of which is $1,000. Interest
on the CD will “accrete” at an established rate and the holder will be paid the par
amount at maturity.

Call Feature
Callable CDs are subject to redemption on a specified date or dates at the sole dis-

cretion of the Issuer. If the CD is called, you will be paid the outstanding principal
amount and interest accrued or accreted up to, but not including, the call date. The
dates on which the CD may be called will be specified in the trade confirmation or a
supplement to this Disclosure Statement. See the “Important Investment Consider-
ations” section below for important information about callable CDs.

Your Relationship with the Firm and the Issuer
You will not receive a passbook, certificate or other evidence of ownership of the CD

from the Issuer. The CDs are evidenced by one or more master certificates issued by
the Issuer, each representing a number of individual CDs. These master certificates are
held by The Depository Trust Company (“DTC”), a sub-custodian which is in the busi-
ness of performing such custodial services. The Firm or its clearing agent, as custodian,
keeps records of the ownership of each CD and will provide you with a written confir-
mation of your purchase. You will also be provided with a periodic account statement
from the Firm or its clearing agent which will reflect your CD ownership. You should
retain the trade confirmation and the account statement(s) for your records. The pur-
chase of a CD from the Firm is not recommended for persons who wish to take actual
possession of a certificate.

Your account statement from the Firm or its clearing agent may provide an estimate
of the price you might receive on some or all of your CDs if you were able to sell them
prior to maturity. Any prices on your statement are estimates and are not based on
actual market prices. You should ask the Firm to explain its statement pricing policies.
Your deposit insurance coverage and, if your CD is callable, the amount you would
receive if your CD is called, will be determined based on the outstanding principal
amount of your CD, or the accreted value in the case of a zero-coupon CD, not the
estimated price. See the sections headed “Deposit Insurance” and “Secondary Market.”

Each CD constitutes a direct obligation of the Issuer and is not, either directly or
indirectly, an obligation of the Firm. No deposit relationship shall be deemed to exist
prior to the receipt and acceptance of your funds by the Issuer.

If you choose to remove the Firm as your agent with respect to your CD, you may (i)
transfer your CD to another agent, provided that the agent is a member of DTC (most
major brokerage firms are members; many banks and savings associations are not); or
(ii) request that your ownership of the CD be evidenced directly on the books of the
Issuer, subject to applicable law and the Issuer’s terms and conditions, including those
related to the manner of evidencing CD ownership. If you choose to remove the Firm
as your agent, the Firm will have no further responsibility for payments made with
respect to your CD. If you establish your CD on the books of the Issuer, the CD may
lose its secondary market negotiability, but you will have the ability to enforce your
rights in the CD directly against the Issuer.

Important Investment Considerations

Buy and Hold
CDs are most suitable for purchasing and holding to maturity and you should

be prepared to hold your CD to maturity. If your CD is callable by the Issuer,
you should be prepared to hold it to its maturity or call dates, and you should
not rely on a call feature in any CD for gaining access to your funds prior to
maturity. If you believe that you may need access to, or may need to dispose of,
your CD prior to maturity, your only alternative is to sell the CD in the second-
ary market, if one exists. Though not obligated to do so, the Firm may maintain
a secondary market in CDs after their Settlement Date. If you are able to sell your
CD, the price you receive will reflect prevailing market conditions and your sales pro-
ceeds may be less than the amount you paid for your CD. If you wish to dispose of
your CD prior to maturity, you should read with special care the sections headed “Ad-
ditions or Withdrawals” and “Secondary Market.” Because secondary market sales are
the only alternative for gaining access to the funds invested in a CD prior to maturity
and you may lose a portion of your initial investment if you sell in the secondary mar-
ket, you should consider carefully whether an investment in a CD with a maturity
greater than one year after the date of original issuance, or purchase in the secondary
market, is appropriate for you. Secondary market risks for callable and stepped rate
CDs may be greater than for other CDs as noted below .

Compare Features
You should compare the rates of return and other features of the CDs to other avail-

able investments before deciding to purchase a CD. The rates paid with respect to the
CDs may be higher or lower than the rates on deposits or other instruments available
directly from the Issuer or through the Firm.

Information About Callable CDs
• Callable CDs present different investment considerations than CDs not sub-

ject to call by the Issuer and may not be appropriate for every investor. You
should carefully review the trade confirmation and/or any supplement to this
Disclosure Statement for the terms of the CD including the time periods when
the Issuer may call the CD.

• The Issuer decides in its sole discretion whether to call a CD before maturity
in accordance with the CD’s terms. The Issuer is not obligated to call the CDs.
The Firm does not control or influence whether or when an Issuer decides to
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exercise a call. You should be aware that the Issuer will call the CDs, if at all,
when it is most advantageous for the Issuer to do so without reference to your
investment needs. The Issuer is most likely to call the CDs when interest rates
on comparable deposit obligations are lower than the interest rate paid on
the CDs.

• Depending on the terms of the CDs, you may face the risk that:
(i) the CD may be paid off prior to maturity as a result of a call by the Issuer and

your return would be less than the yield which the CD would have earned
had it been held to maturity;

(ii) if the CD is called by the Issuer, you may be unable to reinvest your funds at
the same rate as the original CD; or

(iii) the CD may not be called and you may be required to hold the CD until
maturity.

• The Firm is not responsible to you for any losses you may incur as a result of
an Issuer’s decision to exercise or not exercise a call. You do not have the right
to redeem the CDs (except for the limited early withdrawal rights described
in this Disclosure Statement).

• Callable CDs may be called at a price that is less than the price you paid for
the CD if you purchased the CD in the secondary market at a premium over
the par amount (or accreted value).

Information About Variable Rate CDs

Variable Rate CDs
Variable rate CDs present different investment considerations than fixed rate CDs

and may not be appropriate for every investor. Depending upon the type of variable
rate CD (step-rate or floating rate) and the interest rate environment, the CD may pay
substantially more or substantially less interest over the term of the CD than would be
paid on a fixed rate CD of the same maturity. Furthermore, if the CD is subject to call
by the Issuer, (i) you may not receive the benefits of any anticipated increase in rates
paid on a variable rate CD if the CD is called or (ii) you may be required to hold the CD
at a lower rate than prevailing market interest rates if the CD is not called. The sched-
ule of stepped interest rates and calls will affect the secondary market value of the CD.
You should carefully review your trade confirmation and/or any supplement to this
Disclosure Statement that describes the step-rate or the basis for re-setting a floating
rate and, if the CD is subject to call by the Issuer, the time periods at which the Issuer
may call the CD.

Insolvency of the Issuer
In the event the Issuer approaches insolvency or becomes insolvent, the Issuer may

be placed in regulatory conservatorship or receivership with the FDIC typically ap-
pointed the conservator or receiver. The FDIC may thereafter pay off the CDs prior to
maturity or transfer the CDs to another depository institution. If the CDs are trans-
ferred to another institution, you may be offered a choice of retaining the CDs at a
lower interest rate or having the CDs paid off. See the sections headed “Deposit Insur-
ance” and “Payments Under Adverse Circumstances.”

Reinvestment Risk
If your CD is paid off prior to maturity as a result of the Issuer’s insolvency, exercise

by the Issuer of any right to call the CD or a voluntary early withdrawal (see “Additions
or Withdrawals”), you may be unable to reinvest your funds at the same rate as the
original CD. The Firm is not responsible to you for any losses you may incur as a result
of a lower interest rate on an investment replacing your CD.

SEC Investor Tips
The Securities and Exchange Commission periodically publishes tips for investors in

various financial products, including CDs, on its Web site. You may access these inves-
tor tips at www.sec.gov/investor/leam/investop.htm.

Deposit Insurance
Except as provided below, your CDs are insured by the FDIC, an independent agency

of the U.S. Government, to a maximum amount of $100,000 (including principal and
interest) for all deposits held in the same capacity per Issuer. Any accounts or deposits
that you may maintain directly with a particular Issuer, or through any other interme-
diary in the same capacity in which the CDs are maintained, would be aggregated
with the CDs for purposes of the $100,000 limit. In the event an Issuer fails, interest-
bearing CDs are insured, up to the $100,000 limit, for principal and interest accrued to
the date the Issuer is closed. Zero-coupon CDs are insured to the extent of the original
offering price plus interest at the rate quoted to the depositor on the original offering,
accreted to the date of the closing of the Issuer. Interest is determined for insurance
purposes in accordance with federal law and regulations. The original offering price of
a zero-coupon CD plus accreted interest is hereafter called the “accreted value”.

Under certain circumstances, if you become the owner of CDs or other deposits at
an Issuer because another depositor dies, beginning six months after the death of the
depositor the FDIC will aggregate those deposits for purposes of the $100,000 limit
with any other CDs or deposits that you own in the same capacity at the Issuer. Ex-
amples of accounts that may be subject to this FDIC policy include joint accounts, “pay-
able on death” accounts and certain trust accounts. The FDIC provides the six month
“grace period” to permit you to restructure your deposits to obtain the maximum amount
of deposit insurance for which you are eligible.

You are responsible for monitoring the total amount of deposits that you hold with
one Issuer in order for you to determine the extent of deposit insurance coverage avail-
able to you on your deposits, including the CDs. The Firm is not responsible for any
insured or uninsured portion of the CDs or any other deposits.

BY YOUR PURCHASE OF A CD YOU ARE DEEMED TO REPRESENT TO
THE ISSUER AND THE FIRM THAT TO THE BEST OF YOUR KNOWLEDGE
YOUR DEPOSITS WITH THE ISSUER (OR IF YOU ARE ACTING AS A CUS-

TODIAN, THE DEPOSITS OF THE BENEFICIARIES), INCLUDING THE CD,
WHEN AGGREGATED IN ACCORDANCE WITH FDIC REGULATIONS, ARE
WITHIN THE APPLICABLE DEPOSIT INSURANCE LIMITS.

If your CDs or other deposits at the Issuer are assumed by another depository insti-
tution pursuant to a merger or consolidation, such CDs or deposits will continue to be
separately insured from the deposits that you might have established with the acquirer
until (i) the maturity date of the CDs or other time deposits which were assumed, or
(ii) with respect to deposits which are not time deposits, the expiration of a six month
period from the date of the acquisition. Thereafter, any assumed deposits will be ag-
gregated with your existing deposits with the acquirer held in the same capacity for
purposes of federal deposit insurance. Any deposit opened at the Issuer after the ac-
quisition will be aggregated with deposits established with the acquirer for purposes
of federal deposit insurance.

In the event that you purchase a CD in the secondary market at a premium
over the par amount (or accreted value in the case of a zero-coupon CD), that
premium, or any subsequent market appreciation, is not insured. Similarly, you
are not insured for any premium reflected in the estimated market value of your
CD on your account statement. If deposit insurance payments become neces-
sary for the Issuer, you can lose the premium paid for your CD and will not
receive any premium shown on your account statement. See the section headed
“Secondary Market.”

The application of the $100,000 federal deposit insurance limitation is illustrated by
several common factual situations discussed below.

Individual Customer Accounts
Funds owned by an individual and held in an account in the name of an agent or

nominee of such individual (such as the CDs held in a Firm account) are not treated as
owned by the agent or nominee, but are added to other deposits of such individual
held in the same capacity (including funds held in a sole proprietorship) and are in-
sured up to $100,000 in the aggregate.

Custodial Accounts
Funds in accounts held by a custodian (for example, under the Uniform Gifts to

Minors Act or the Uniform Transfers to Minors Act) are not treated as owned by the
custodian, but are added to other deposits of the minor or other beneficiary held in the
same capacity and are insured up to $100,000 in the aggregate.

Corporate, Partnership and Unincorporated Association Accounts
Funds in accounts owned by corporations (including Subchapter S corporations),

partnerships and unincorporated associations, operated for a purpose other than to
increase deposit insurance, are added together with other deposits owned by such
corporation, partnership and unincorporated association, respectively, and are insured
up to $100,000 in the aggregate.

Joint Accounts
An individual’s interest in funds in all accounts held under any form of joint owner-

ship valid under applicable state law may be insured up to $100,000 in the aggregate,
separately and in addition to the $100,000 allowed on other deposits individually owned
by any of the co-owners of such accounts (hereinafter referred to as a “Joint Account”).
For example, a Joint Account owned by two persons would be eligible for insurance
coverage of up to $200,000 ($100,000 for each person), subject to aggregation with
each owner’s interests in other Joint Accounts at the same depository institution. Joint
Accounts will be insured separately from individually owned accounts only if each of
the co-owners is an individual person and has a right of withdrawal on the same basis
as the other co-owners.

Revocable Trust Accounts
General Rule. Funds held in an account in which the owner evidences an intent

that at his or her death the funds shall belong to one or more individuals (frequently
referred to as a “Totten trust” account, “payable upon death” account or other type of
revocable trust account (as determined under applicable state law)) will be aggregated
with other funds of the owner held in an individual capacity at the Issuer and insured
up to a maximum of $100,000.

Special Rule. Revocable trust accounts will be insured as to each named benefi-
ciary, separately from another account of the owner or the beneficiary, provided that:
(i) the Firm’s account records evidence an intention that upon the death of the owner
the funds will belong to the owner’s spouse, or to one or more parents, siblings, chil-
dren or grandchildren and (ii) the beneficiaries of the revocable trust are specifically
named in the Firm’s account records. However, a revocable trust account established
by a husband and wife that names the husband and wife as sole beneficiaries will be
treated as a joint account, and will be aggregated with other joint accounts subject to
the rules described above under “Joint Accounts.”

Irrevocable Trust Accounts
Funds in an account established pursuant to one or more irrevocable trust agree-

ments created by the same grantor (as determined under applicable state law) will be
insured for up to $100,000 for the interest of each beneficiary provided that the
beneficiary’s interest in the account is non-contingent (i.e., capable of determination
without evaluation of contingencies). The deposit insurance of each beneficiary’s inter-
est is separate from the coverage provided for other accounts maintained by the ben-
eficiary, the grantor, the trustee or other beneficiaries. The interest of a beneficiary in
irrevocable trust accounts at an Issuer created by the same grantor will be aggregated
and insured up to $100,000.

Deposit Insurance for CDs Purchased by Retirement
Plans and Accounts

Retirement Plans and Accounts - Generally
You may have interests in various retirement plans and accounts that are holding

the CDs of one Issuer. The amount of deposit insurance you will be entitled to, includ-



ing whether CDs held by the plan or account will be considered separately or aggre-
gated with the CDs of the same Issuer held by other plans or accounts, will vary de-
pending on the type of plan or account. It is therefore important to understand the
type of plan or account holding the CD. The following sections entitled “Individual
Retirement Accounts,” “Pass-Through Deposit Insurance for Employee Benefit Plan
Deposits” and “Aggregation of Retirement Plan and Account Deposits” generally dis-
cuss the rules that apply to deposits of retirement plans and accounts.

Individual Retirement Accounts
The CDs of one Issuer held in an individual retirement account (an “IRA”) are in-

sured up to $100,000 in the aggregate. However, the CDs of one Issuer acquired by an
IRA will be aggregated with the CDs of the same Issuer held by certain employee
benefit plans in which the owner of the IRA has an interest. (See “Aggregation of Re-
tirement Plan and Account Deposits.”) Thus, the owner of an IRA will only be entitled
to insurance of $100,000 for CDs of the same Issuer held in plans and accounts that
are subject to aggregation.

Pass-Through Deposit Insurance for Employee Benefit Plan Deposits
Subject to the limitations discussed below, under FDIC regulations an individual’s

non-contingent interests of up to $100,000 in the deposits of one Issuer held by many
types of plans are eligible for insurance on a “pass-through” basis. This means that
instead of an employee benefit plan’s deposits at one Issuer being entitled to only
$100,000 of insurance in total per Issuer, each participant in the employee benefit plan
is entitled to insurance of his or her interest in the employee benefit plan’s deposits of
up to $100,000 per Issuer (subject to the aggregation of the participant’s interests in
different plans, as discussed below). The pass-through insurance provided to an indi-
vidual as an employee benefit plan participant is in addition to the $100,000 deposit
insurance allowed on other deposits held by an individual with the Issuer.

A deposit held by an employee benefit plan that is eligible for pass-through insur-
ance is not insured for an amount equal to the number of plan participants multiplied
by $100,000. For example, an employee benefit plan owns $200,000 in CDs at one
Issuer. The employee benefit plan has two participants, one with a vested non-contin-
gent interest of $170,000 and one with a vested non-contingent interest of $30,000. In
this case, the employee benefit plan’s deposit would be insured up to only $130,000;
the individual with the $170,000 interest would be insured up to the $100,000 limit
and the individual with the $30,000 interest would be insured up to the full value of
such interest.

The contingent interests of employees in an employee benefit plan and overfunded
amounts attributed to any employee benefit plan are not insured on a pass-through
basis. Contingent interests of an employee in an employee benefit plan deposit are
interests that are not capable of evaluation in accordance with FDIC rules, and are
aggregated and insured up to $100,000. Similarly, overfunded amounts are insured, in
the aggregate for all participants, up to $100,000 separately from the insurance pro-
vided for any other funds owned by or attributable to the employer or an employee
benefit plan participant.

Under federal law, whether an employee benefit plan deposit is entitled to pass-
through deposit insurance coverage is based, in part, on (i) the type of employee ben-
efit plan involved and (ii) the capital status of the Issuer at the time each deposit is
made. These factors are discussed in detail below.

Types of Employee Benefit Plans
The types of plans for which deposits may receive “pass-through” treatment are

employee benefit plans, as defined in section 3(3) of the Employee Retirement Income
Security Act of 1974, as amended (“ERISA”) (including “Keogh Plans” of owner-em-
ployees described in section 401(d) of the Internal Revenue Code of 1986, as amended,
whether or not they are technically “employee benefit plans” under ERISA) (“ERISA
Plans”) and deferred compensation plans for certain employees of state or local gov-
ernments or tax-exempt organizations (“Section 457 Plans”). (Collectively, ERISA Plans
and Section 457 Plans are referred to herein as “Plans.”) Plans eligible for pass-through
treatment include a tax-qualified pension, profit-sharing or stock bonus plan, a gov-
ernmental plan or a church plan.

Capital Status of the Issuing Depository Institution
Pass-through coverage is not provided if, at the time a Plan deposit is accepted by

an Issuer, the Issuer may not accept brokered deposits (i.e. deposits such as the CDs
that are placed by an intermediary) under the applicable provisions of FDIC regula-
tions. In general, whether an Issuer may accept brokered deposits depends upon the
Issuer’s capital level. The federal banking regulators have established categories to re-
flect an Issuer’s capital level. If an Issuer’s capital category is either “well capital-
ized,” or is “adequately capitalized” and the Issuer has received the necessary brokered
deposit waiver from the FDIC, then the Issuer may accept brokered deposits. If an
Issuer is either “adequately capitalized” without a waiver from the FDIC or is in a capi-
tal category below “adequately capitalized,” then the Issuer may not accept brokered
deposits.

FDIC regulations provide an exception from this general rule on the availability of
pass-through insurance coverage for employee benefit plan deposits when, although
an Issuer is not permitted to accept brokered deposits, the Issuer is “adequately capi-
talized” and the depositor receives a written statement from the Issuer indicating that
such deposits are eligible for insurance coverage on a pass-through basis.

Written Statement
In order to assist Plans in determining the availability of pass-through deposit in-

surance, FDIC regulations require an Issuer to provide a written statement to persons
administering or managing a Plan that includes both the Issuer’s capital category and
a representation regarding the availability of pass-through deposit insurance. The bro-
ker-dealer or bank that has entered into an agreement with the Issuer to offer the CDs
will obtain the written statement from each Issuer at the time the deposit is made.

In the event that an Issuer fails, the FDIC could elect to deny pass-through

deposit insurance for Plan deposits if the representations of an Issuer were false
at the time the Plan deposit was made. If the requirements for pass-through
deposit insurance are not met, coverage will be limited to $100,000 per Plan, rather
than per Plan participant. If a denial of pass-through treatment would be sig-
nificant for a Plan, the Plan may wish to limit its deposits in one depository
institution to $100,000.

Aggregation of Plan and Account Deposits
Under FDIC regulations, an individual’s interests in Plans maintained by the same

employer or employee organization (
e.g., a union) which are holding deposits of the

same Issuer will be insured for $100,000 in the aggregate. In addition, under FDIC
regulations an individual’s interest in the CDs of one Issuer held by (i) IRAs, (ii) Sec-
tion 457 Plans, (iii) self-directed Keogh Plans and (iv) self-directed defined contribu-
tion plans that are acquired by these plans and accounts will be insured for $100,000
in the aggregate whether or not maintained by the same employer or employee orga-
nization.

Questions About FDIC Deposit Insurance Coverage
If you have questions about basic FDIC insurance coverage, please contact the Firm.

You may wish to seek advice from your own attorney concerning FDIC insurance cov-
erage of deposits held in more than one capacity. You may also obtain information by
contacting the FDIC, Office of Consumer Affairs, by letter (550 17th Street, N.W., Wash-
ington, D.C. 20429), by phone (877-275-3342, 800-925-4618 (TDD) or 202-942-3100)
or by e-mail (dcainternet@fdic.gov) or visiting the FDIC Web site at www.fdic.gov.

Payments under Adverse Circumstances
As with all deposits, if it becomes necessary for federal deposit insurance payments

to be made on the CDs, there is no specific time period during which the FDIC must
make insurance payments available. Accordingly, you should be prepared for the pos-
sibility of an indeterminate delay in obtaining insurance payments.

As explained above, the maximum $100,000 deposit insurance coverage applies to
the principal and accrued interest on all CDs and other deposit accounts maintained
by you at the Issuer in the same capacity. The records maintained by the Issuer and the
Firm or its clearing agent regarding ownership of CDs would be used to establish your
eligibility for federal deposit insurance payments. In addition, you may be required to
provide certain documentation to the FDIC and to the Firm before insurance pay-
ments are released to you. For example, if you hold CDs as trustee for the benefit of
trust participants, you may also be required to furnish an affidavit to that effect; you
may be required to furnish other affidavits and provide indemnities regarding an in-
surance payment.

Federal deposit insurance coverage for any CDs of a depository institution may be
denied for, among other reasons, inaccurate or imprecise recordkeeping with respect
to the beneficial ownership interests in the master certificates and the CDs. Issuing
depository institutions will have no records of the beneficial owners of the CDs, and
are only obligated to maintain records with respect to ownership of the master certifi-
cates, not the CDs evidenced thereby. Accordingly, each beneficial owner of a CD must
rely on the Firm or its clearing agent, if any, and the beneficial owner’s custodian, agent,
trustee or nominee, if any, to maintain such records based upon information supplied
by the beneficial owner. Failure by such person to maintain accurate, complete and
precise records could result in the loss of federal deposit insurance for the CDs with
respect to which the records are deficient.

In the event that deposit insurance payments become necessary for your CDs, the
FDIC is required to pay the original par amount plus accrued interest (or the accreted
value in the case of zero-coupon CDs) to the date of the closing of the relevant Issuer,
as prescribed by law, and subject to the $100,000 limitation. No interest or accreted
value is earned on deposits from the time an Issuer is closed until insurance payments
are received.

As an alternative to a direct deposit insurance payment from the FDIC, the FDIC
may transfer the insured deposits of an insolvent institution to a healthy institution.
Subject to insurance verification requirements and the limits on deposit insurance cov-
erage, the healthy institution may assume the CDs under the original terms or offer
you a choice between paying the CD off and maintaining the deposit at a different
rate. The Firm will advise you of your options in the event of a deposit transfer.

The Firm will not be obligated to you for amounts not covered by deposit insurance
nor will the Firm be obligated to make any payments to you in satisfaction of a loss
you might incur as a result of (i) a delay in insurance payouts applicable to your CD, or
(ii) your receipt of a decreased interest rate on an investment replacing your CD as a
result of the payment of the principal and accrued interest or the accreted value of a
CD prior to its scheduled maturity or (iii) payment in cash of the principal and accrued
interest or the accreted value of your CDs prior to maturity in connection with the
liquidation of an Issuer or the assumption of all or a portion of its deposit liabilities. In
connection with the latter, the amount of a payment on a CD which had been pur-
chased at a premium in the secondary market is based on the original par amount (or,
in the case of a zero-coupon CD, its accreted value) and not on any premium amount.
Therefore, you can lose up to the full amount of the premium as a result of such a
payment. Also, the Firm will not be obligated to credit your account with funds in
advance of payments received from the FDIC.

Additions or Withdrawals
No additions are permitted to be made to any CD. When you purchase a CD, you

agree with the Issuer to keep your funds on deposit for the term of the CD. Accord-
ingly, except as set forth below, no early withdrawals of interest-bearing CDs will be
available. The early withdrawal provisions, if any, applicable to your CD may be more
or less advantageous than the provisions applicable to other deposits available from
the Issuer. Except for the limited exception below, once you invest in a CD, you may
gain access to your invested funds prior to maturity only by selling the CD in the sec-
ondary market, where you may lose a portion of your original investment.



In the event of death or the adjudication of incompetence of the owner of a CD,
early withdrawal of the entire CD will generally be permitted without penalty. With-
drawal of a portion of the owner’s interest will not be permitted. Written verification
acceptable to the Issuer will generally be required to permit early withdrawal under
these circumstances. Therefore, you should not rely on an early withdrawal for gaining
access to your funds prior to maturity or call.

Pursuant to the Internal Revenue Code, the beneficiary of an IRA (but not a Roth
IRA) must begin making withdrawals from the IRA after age 70-1/2. CDs held in an
IRA are not eligible for early withdrawal simply because the beneficiary must begin
making mandatory withdrawals from the IRA. IRA beneficiaries should purchase CDs
with maturities that correspond to the mandatory withdrawal requirements or look to
the secondary market for liquidity. See the Section headed “Secondary Market.”

In the event that a customer wishes to make an early withdrawal, and such with-
drawal is permitted, the Firm endeavors to obtain funds for the customer as soon as
possible. However, the Firm will not advance funds in connection with early with-
drawals and can give no assurances that payment pursuant to early withdrawals will
be made by a specified date.

Secondary Market
The Firm, though not obligated to do so, may maintain a secondary market in the

CDs after their Settlement Date. If you wish to sell your CD prior to maturity and the
Firm does not maintain a secondary market, the Firm may attempt to sell your CD in
a secondary market maintained by another broker-dealer. The Firm cannot provide
assurance that you will be able to sell your CDs prior to their maturity. In addition, a
secondary market for the CDs may be discontinued at any time without notice. There-
fore, you should not rely on any such ability to sell your CDs for any benefits, includ-
ing achieving trading profits, limiting trading or other losses, realizing income prior to
maturity, or having access to proceeds prior to maturity. The Firm shall have no liabil-
ity if it does not make a market in any CD or if it is not able to resell a CD.

In the event that a buyer is available at a time you attempt to sell your CD prior to its
maturity, the price at which your CD is sold may result in a return to you which may
differ from the yield which the CD would have earned had it been held to maturity or
call, since the selling price for a CD in such circumstances will likely be based on a
number of factors such as interest rate movements, time remaining until maturity or
call, the Issuer’s creditworthiness and other market conditions. Also, the price at which
a CD may be sold if a secondary market is available will reflect a mark-down retained
by the Firm. Similarly, the price you may pay for any CD purchased in the secondary
market will include a mark-up established by the Firm. In the event you choose to sell
a CD in the secondary market, you may receive less in sale proceeds than the original
principal (par) amount of the CD or the estimated price on your account statement.

In the event that a CD is purchased in the secondary market at a premium over the
par amount (or accreted value in the case of a zero-coupon CD), the premium is not
insured. Therefore, if deposit insurance payments become necessary for the Issuer, the
owner of a CD purchased in the secondary market can incur a loss of up to the amount
of the premium paid for the CD. (Also see the section headed “Deposit Insurance.”)

The uninsured premium being paid for an interest bearing CD can be determined
from the price set forth on your trade confirmation. Price on CDs is expressed in rela-
tion to par (100.00). Any amount over 100.00 represents the premium. For example, if
your trade confirmation states that the price for a CD purchased in the secondary market
is 100.25, there is a premium that will not be insured by the FDIC. A price of 99.75
would not include a premium. The trade confirmation will also inform you if the CD
has accrued interest, which will be insured as long as the par amount of CDs held by
you in one capacity at the Issuer plus the accrued interest does not exceed $100,000.

In the case of a zero-coupon CD purchased in the secondary market, the uninsured
premium can initially be calculated by subtracting the accreted value from the “Gross
Amount” paid. This uninsured premium does, however, decline over time. The accreted
value of a zero-coupon CD, which is based upon the original issue yield and price, can
be obtained at the time of purchase from the Firm.

If you purchase a callable CD in the secondary market at a premium, you will re-
ceive only the par amount if the CD is called.

Fees
The Firm and the broker-dealer or bank arranging for the CDs to be offered will

receive a placement fee from the Issuer in connection with your purchase of a CD.
Except for the mark-up or mark-down discussed above in connection with secondary
market transactions and a handling fee, if any, disclosed on your trade confirmation,
you will not be charged any commissions in connection with your purchase of a CD.

Federal Income Tax Consequences
The following is a summary of the principal United States federal income tax conse-

quences of the ownership of the CDs. The discussion below does not purport to deal
with all of the federal income tax consequences applicable to all potential CD owners
and does not deal with owners of CDs other than original purchasers. Persons consid-
ering the purchase of the CDs should consult their own tax advisors and federal, state,
local and any other income and estate tax laws relevant to their particular situations as
well as any other taxing jurisdiction. The Firm or its clearing agent will, if applicable,
provide you with an annual statement containing certain information relevant to the
determination of the amount of interest or discount income with respect to your CDs
upon which you will be taxed for the preceding year.

As used herein, the term “United States Holder” means a beneficial owner of a CD
that is (i) a citizen or resident of the United States, (ii) a corporation, partnership or
other entity created or organized in or under the laws of the United States or any
political subdivision thereof, (iii) an estate the income of which is subject to United
States federal income taxation regardless of its source, (iv) a trust if (A) a court within
the United States is able to exercise primary supervision over the administration of the

trust and (B) one or more United States persons have the authority to control all sub-
stantial decisions of the trust, or (v) a person otherwise subject to United States federal
income taxation on a net basis in respect of such holder’s ownership of a CD.

United States Holders
Zero-Coupon CDs. Zero-coupon CDs will be treated as having been issued with

original issue discount (“OID”). A portion of the discount from face value of a zero-
coupon CD may be taxable to the holder of the CD each year as ordinary interest
income, even though the cash attributable to this discount is not received by the holder
until the maturity of the CD.

Zero-Coupon CDs with a Maturity of One Year or Less. In general, an indi-
vidual or other holder that uses the cash method of accounting is not required to ac-
crue OID on a zero-coupon CD with a maturity of one year or less. Any gain realized
upon the sale, maturity, or other disposition of the zero-coupon CD will be treated as
ordinary income to the extent of the holder’s share of the OID inherent in such CD,
calculated on a straight-line basis (or, if elected, under a constant yield method based
on daily compounding). Holders that use the accrual method of accounting are re-
quired to accrue OID on a straight-line basis unless an election is made to accrue the
OID under a constant yield method based on daily compounding.

Zero-Coupon CDs with a Maturity of More Than One Year. A holder of a zero-
coupon CD with a maturity of more than one year will be required to include OID on
the CD as interest income during each taxable year that the holder owns the CD, re-
gardless of whether the holder uses the cash or accrual method of accounting. A holder
will realize gain or loss on the sale, early withdrawal, maturity or other disposition of
such CD equal to the difference between (i) the amount received by the holder on the
disposition of the CD and (ii) the amount the holder paid to acquire the CD with such
amount paid being increased by the amount of OID previously taxed to the holder
with respect to the CD.

Fixed Rate Interest-Bearing CDs. Interest paid on a fixed rate interest-bearing CD
is generally taxable each year as ordinary income to the holder in accordance with the
holder’s method of accounting. A holder will realize gain or loss on the sale, early
withdrawal, maturity or other disposition of a CD equal to the difference between (i)
the amount received by the holder on the disposition of the CD and (ii) the amount
the holder paid to acquire the CD. For this purpose, the amount received does not
include any amount attributable to accrued and unpaid interest on the CD, which
amount is treated as interest income. Gain or loss generally will be long-term capital
gain or loss if the CD were held for more than one year.

Variable Rate CDs. Variable rate CDs may be treated as issued with OID. Accord-
ingly, a holder of a variable rate CD may be required to include OID on the CD as
interest income during each taxable year that the holder owns the CD, regardless of
whether the holder uses the cash or accrual method of accounting and whether the
current receipt of cash from the CD equals the OID included in income for such year.
Prospective holders of variable rate CDs will be provided with a supplemental disclo-
sure statement describing the tax rules that apply to such CDs.

IRAs and Keogh Plans. Notwithstanding the general rules set forth above, the tax
liability on interest paid or OID accrued, as the case may be, on CDs held by tradi-
tional IRAs and Keogh Plans generally is postponed until actual distribution of the
interest or OID accrued, as the case may be, to the beneficiaries of these plans. Interest
income generally accumulates in a Roth IRA tax-free, and if certain criteria are met,
distributions from the Roth IRA will not be taxed.

Backup Withholding. Certain non-corporate holders of the CDs may be subject to
backup withholding at a rate of 31% or information reporting requirements on pay-
ments of principal and interest on, and the proceeds of disposition of, the CDs. Backup
withholding will apply only if (i) under certain circumstances, the holder fails to certify
(on an Internal Revenue Service Form W-9 or substantially similar form), under pen-
alty of perjury, that it has furnished a correct Taxpayer Identification Number (“TIN”)
and has not been notified by the Internal Revenue Service that it is subject to backup
withholding for failure to report dividend or interest payments, (ii) the holder has been
notified by the Internal Revenue Service that it has failed to properly report payments
of dividends and interest, (iii) the holder fails to furnish its TIN, or (iv) the holder fur-
nishes an incorrect TIN. Any amounts withheld from a payment to a holder under the
backup withholding rules will be allowed as a credit against such holder’s United States
federal income tax liability and may entitle such holder to a refund.

Non-United States Holders
Interest or discount income, as the case may be, paid on CDs owned by a non-

resident alien or foreign corporation is not subject to any United States federal income
or withholding tax, provided that this income is not effectively connected with the
conduct by such foreign purchaser of a CD of a trade or business within the United
States. Such interest or discount income and payment of the proceeds on the disposi-
tion of a CD generally will also be exempt from any United States information report-
ing or backup withholding requirements if the foreign purchaser provides the Firm
(either directly or indirectly through a financial institution holding a CD as nominee
for the foreign purchaser) with a Form W-8BEN (or a substitute statement in a form
substantially similar to the Form W-8BEN) in which the foreign purchaser states his or
its name and address and certifies, under penalty of perjury, that he or it is the benefi-
cial owner of the CD and is not an individual citizen or resident of the United States or
an entity formed in the United States, as the case may be. Any gain or income realized
by a non-resident alien or foreign corporation upon the sale, early withdrawal, matu-
rity or other disposition of a CD will not be subject to U.S. federal income or withhold-
ing tax, if (i) such gain or income is not effectively connected with a trade or business
of the foreign purchaser in the United States, and (ii) in the case of a foreign purchaser
who is a non-resident alien, the non-resident alien is not present in the United States
for 183 days or more in the taxable year of the disposition. Special rules apply to CDs
owned by foreign partnerships or foreign trusts. Prospective purchasers of the CDs
should consult their own tax advisors concerning the tax consequences of ownership
of a CD in their particular situations.


