Lucien, Stirling & Gray Advisory Group, Inc.
Registered Investment Advisor

This brochure contains disclosures as required by Rule 204-3
under the Investment Advisors Act of 1940.
It contains important information and rules
about your account, fees,
and the policies, management, and affiliations of
Lucien, Stirling & Gray Advisory Group, Inc.

Lucien, Stirling & Gray Advisory Group, Inc. is a Texas corporation offering Investment Advisory Services to
individuals, corporations and other business entities, pension and profit sharing plans, trusts, estates, and
charitable organizations.

The company offers investment advisory services through both supervisory and non-supervisory accounts. A
supervisory account is one in which continuous investment advice is given based on the individual needs of the
client. Individual needs include, for example, the nature of the other client assets and the client’s personal and
family obligations. A non-supervisory account is one in which a client has elected to follow one or more investment
“models” such that his account, or such portion of his account so designated, will mirror the allocations set forth by
the model with minimal individual variation. Both supervisory and non-supervisory accounts are charged fees,
applied and calculated as described below, based on a percentage of assets under management.

In addition to and independent of ongoing investment advisory services through supervisory and non-supervisory
accounts, the company offers advice through individual consultations not included in either of the ongoing services
described above. Such consultations will be offered on an hourly basis, by quotation, or according to a fixed fee
schedule as described below depending upon the type of services desired by the client. The company may also make
available analyses of and opinion on specific securities on a one-time report basis as described below. Other non-
investment advisory services, including consultation on qualified plan design and enrollment, charts and research,
and seminars may be made available from time to time as deemed appropriate and as the company or its associated
persons may be qualified by training or experience according to fee schedules published herein or by negotiated
contract.

Investment advisory services provided by the company will generally relate to Investment Companies registered
under the Investment Company Act of 1940 and their various applications. These applications include mutual fund
shares, variable annuities, and variable life insurance. The fee charged by a registered investment advisor for
investment advisory services is separate from the annual operating expenses charged by the mutual fund. Fund
operating expenses are detailed in the fund prospectus. As a result, investors who choose to use an investment
advisor will pay more than the ordinary fees associated with owning a particular security. Investment advisory
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services will ordinarily not relate on an ongoing basis to other types of securities, notwithstanding the company may
furnish analyses of such securities at the request of the client.

Asset Management
Asset Management is divided into Supervisory Accounts (those in which the client works with his advisor to craft a
portfolio specifically for the client’s needs), and Non-Supervisory Accounts (those in which the client elects to follow
one or a combination of the firm’s investment models). An investor, in consultation with his advisor may choose to
work with any combination of supervisory and non-supervisory accounts so long as the per-account minimum is
met.

The company will maintain various investment models (e.g. Conservative Growth, Diversified Growth, etc...), each
with a particular investment objective and policy. Models are under the direction of the firm’s Investment Policy
Committee (IPC) which, in applying each model’s objectives and policies, determines the securities to be held and
when position changes are indicated. Clients who elect to follow models must file a discretionary authority that
permits maintenance of their account in conformity with the model.

Fee Schedule
The fundamental method of calculating fees is as a percentage of assets under management.

One fourth of the annual fee will be charged each quarter by applying this formula:

(Total Assets Under Management) x (Annual Rate)/4 x (Days Remaining in Quarter)/(Total Number of Days in
Quarter)

A 90-day deposit is required of all new accounts.

Fees are payable in advance at the beginning of each calendar quarter. Fees are due on the first day of the quarter
and delinquent after the 15th day of the quarter. Any account in which fees are delinquent for more than 15 days is
subject to involuntary termination of services. Clients whose services have been terminated will be notified by
phone, or by mail to the last known address. The firm will not automatically change an investment position (e.g.
move assets to cash) as part of service termination regardless of whether the account was supervisory or non-
supervisory. Clients should contact their dealer or custodian directly to arrange transactions.

New accounts beginning during a business quarter and external source deposits made during a quarter will have
initial fees calculated by first applying the basic quarterly formula to the deposit amount, and then applying an
adjustment formula as follows:

(Result of Quarterly Calculation) x (Days Remaining in Quarter) /(Total Number of Days in Quarter)

Accounts terminating during a quarter may apply for a refund of unearned fees which will be equal to the amount
calculated by applying to the fees actually paid for the quarter (or period for which the fees were paid), the formula:

(Fees Paid) x (Days Remaining in Quarter)/(Total Number of Days in Quarter)

The refund will first be applied as a credit to offset the client’s present and future invoice debits. If the account
owner does not wish to remain a client, a refund of the final credit balance will be mailed to the last registered
address. Clients are responsible for returning fee refunds to qualified accounts in order to avoid tax consequences.

For purposes of computation, a quarter is a period beginning on January 1, April 1, July 1, or October 1 and
ending on the day before the beginning of the next quarter. A day is any calendar day including weekends and
holidays. For new accounts, deposits, and terminations, the number of days remaining in the quarter is the number
of calendar days subsequent to, but not including, the date that the order to open, deposit to, or to terminate the
account is received and accepted by the company.

Asset Management Fees will ordinarily be paid by direct debit to the investor account. If direct debit is not
available due to the type of investment held, the mechanism available from the custodian, or any other reason, the
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company will issue an invoice to the client for payment.

1) Asset Management Fees (Non-Supervisory)

Fees will be charged according to the model(s) in which the investor has chosen to participate. On April 1, 2008,
fees for all non-supervisory accounts are 1.5% per annum on assets under management.

11)Asset Management Fees (Supervisory)

The base fee will be 2.00% per annum on assets under management.

111) Flat Fees

Services rendered in the course of ordinary asset management including periodic consultation and review are
covered by the asset management fees and are not subject to an additional charge. Investors who request
consultative services apart from asset management are billed at the following rates:

1) Portfolio Consultation and Review: $200.00 per hour or fraction thereof

2) Investment Analysis: Review of securities including fundamental and technical data as appropriate. Information
provided may include historical data and charting, valuation data including price/earnings ratios, and dividend
yield. Minimum: $100.00 for the first four securities reviewed. Thereafter $20.00 per security reviewed.

3) Financial Planning: Rates are quoted on a per-case basis based on a time estimate and depending on the specific
services requested.

Fees are due at the time services are rendered and delinquent after 15 days. Some services based on time may
require a deposit.

Fees for services not described above may be available by quotation issued by an officer of the company. Fees are
not ordinarily negotiable within the limits described except that associated persons of Lucien, Stirling & Gray
Advisory Group, Inc. or its affiliated companies may receive certain services at discount rates or without charge.

Fees are subject to change on 30-days notice mailed to the client at the last registered address

Minimum value for starting accounts is $100,000. Minimum value per model election is $50,000. Maintenance is
provided for all account sizes so long as the greater of: a)account value, or b)total deposits less total withdrawals,
meets the minimum requirements. Associated persons of Lucien, Stirling & Gray Advisory Group, Inc. or its
affiliated companies may receive certain services on accounts with values below the stated minimums by application
to and prior approval of the company.

Accounts are reviewed by the assigned advisor-representative working in conjunction with the assigned supervisor-
officer. Supervisory accounts will be reviewed with a frequency commensurate with the investor’s profile,
objectives, and holdings. Advisors must review accounts at least quarterly, and must meet with their assigned
supervisor no less often than annually for the purpose of review of all accounts.

Transactional reports to clients are generated by the custodian dealer(s). Lucien, Stirling & Gray Advisory Group,
Inc. does not act as broker/dealer and cannot guarantee the execution of any transaction.

Lucien, Stirling & Gray Advisory Group, Inc. will not exercise discretion with regard to the broker/dealer with
whom transactions are placed. Brokers will be recommended to clients in view of the type of securities to be traded,
and the client services available, including but not limited to whether such broker can provide Lucien, Stirling &
Gray Advisory Group, Inc. with electronic or telephone means of executing investment decisions. Currently the firm
has a non-exclusive “affinity relationship” with Fidelity Institutional Wealth Services(Fidelity) under which the firm
receives software to facilitate transactions, discounts for clients on certain securities transactions, and discounts on
research tools provided by Fidelity and by third-party vendors. The firm does not receive cash compensation from
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any dealer for recommending its services or using its facilities. The firm does not accept commissions on client
transactions. No affiliated person of Lucien, Stirling & Gray Advisory Group, Inc. has any authority to select any
broker/dealer with respect to any client transaction without the prior notification and approval of the client. The
company will not receive commission in connection with giving of advice to clients, nor will the company
compensate any outside person for client referrals.

The firm will not vote proxies on behalf of clients.

Methods of analysis used by the company in determining recommendations may include charting, and fundamental
and technical analysis based on information obtained from inside and outside research materials, financial
publications, annual reports, prospectuses, SEC filings, on-line services, and broadcast media.

Lucien, Stirling & Gray Advisory Group, Inc. is under common control with Lucien, Stirling & Gray Financial
Corporation, a registered Broker/Dealer and Insurance Agency. Clients of Lucien, Stirling & Gray Advisory Group
Inc. who wish to have transactions executed by or through Lucien, Stirling & Gray Financial Corporation, or who
wish to purchase insurance through Lucien, Stirling & Gray Financial Corporation, may do so provided that they
have applied to Lucien, Stirling & Gray Financial Corporation for an account and stated in writing that they have
been provided with a disclosure of the common control of the two companies and of the fees charged by each. In no
event will the Investment Committee or any advisor from Lucien, Stirling & Gray Advisory Group, Inc. exercise
discretion in any client account with respect to the dealer executing transactions.

Advisor Associates may have clients with non-supervisory accounts and may conduct portfolio consultation and
reviews and provide investment analysis. Senior Advisor Associates are those with at least three years in financial
services or a closely related field. Senior Advisor Associates may have clients with supervisory and/or non-
supervisory accounts and may conduct portfolio consultation and reviews and provide investment analysis.
Concurrent or prior licensure and compliance training in securities and/or insurance are strongly recommended for
all Associates and are required for Associates doing business in Texas.

Members of the Investment Policy Committee:

Thomas G. Twombly (President) Born 1961. BA, Amherst College. Securities and Insurance License (1984),
Principal (1987). Currently President, Lucien, Stirling & Gray Financial Corporation.

Mark A. Ward, CFP® (Vice President, Chairman of the Investment Policy Committee) Born 1966. BA
University of Texas, Securities License (1999), Insurance License (2000), Principal(2005) Currently Vice
President, Lucien, Stirling & Gray Financial Corporation.

Walter L. Wilson, 111 (Exec. V.P., Operations) Born 1959. B.Mus. University of Alabama; M.Mus. University of
Rochester-Eastman. Securities and Insurance License (1985), Principal (1987). Currently Exec. V.P.,
Operations, Lucien, Stirling & Gray Financial Corporation.

Cass Grange (Senior Advisor Associate) Born 1963;. BJournalism, University of Nebraska; Master of Business
Communications, University of St. Thomas. Securities and Insurance License (1995). Currently Registered
Representative, Lucien, Stirling & Gray Financial Corporation.

Efrain S. Hernandez (Trading) Born 1969. BA-Finance, Portland State University.
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