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Iltem 2: Material Changes

This section identifies and discusses material gbanto the
ADV brochure since the version of this brochureedaMarch
31, 2011. For more details on any particular mafikease see
the item in this ADV brochure referred to in thersuary below.

Merger of Investment Advisory Programs. MSSB provides
investment advisory services through two chanr@ise channel
generally provides the investment advisory progranesiously
provided by Smith Barney and/or Citigroup Globalrkts Inc.,
and the other channel generally provides the imvest advisory
programs previously provided by Morgan Stanley &.Co
Incorporated. MSSB is in the process of merging d@teisory
programs currently operated in the Smith Barney Kutgan
Stanley channels. In this ADV brochure, and in masi client
communications, we refer to this process as thent€wsion.”
If you are a client in the Smith Barney channeis thhay affect
your account in various ways. For example, therey rha
changes to where your account is custodied andotw gash
sweep options. We will notify you in advance of amanges to
your account resulting from the Conversion. If yare not sure
whether your account is in the Smith Barney charorethe
Morgan Stanley channel, please contact your Fimaravisor.
(Item 4)

Cash Sweeps. Any uninvested cash, and allocations to cash, in
your account are invested in either interest begabisnk deposit
accounts (“Deposit Accounts”) or money market funidisyou
have a Deposit Account, this may now be held atamaore of
the following banks affiliated with us: (i) MorgeBtanley Bank,
N.A., (ii) Morgan Stanley Private Bank, Nationalsagiation or

(iii) Citibank, N.A. Each bank pays us a fee based your
Deposit Account balances (except on retirement splam
Coverdell Education Savings accounts). Your Fireln&dvisor
does not receive a portion of these fees.

If you opened a retirement plan account or Covéreelication
Saving Account in the Smith Barney channel, theilklo this
ADV brochure (“Affiliated Money Market Funds Feedglosure
Statement and Float Disclosure Statement”) appiees/our
account after the Conversion. This Exhibit has rimfation on
the money market fund investments available to yotiuding
fees and expenses.

These changes do not affect you if you have set cystodian
other than MSSB or Citigroup Global Markets Incr f@ur
account. (Item 4.C)
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Item 4: Services, Fees and
Compensation

Morgan Stanley Smith Barney LLC (“MSSB”, “we” or 8} is,
among other things, a registered investment adviseggistered
broker-dealer, a registered futures commission hat; and a
member of the New York Stock Exchange. MSSB is ainthe
largest financial services firms in the countryhwiranch offices
in all 50 states and the District of Columbia.

In June 2009, Morgan Stanley (“Morgan Stanley P&yeand
Citigroup Inc. (“Citi") combined the Global Wealth
Management Group of Morgan Stanley & Co. Incorpexfat
(“MS&Co.”) and the Smith Barney and related bussess of
Citi affiliates. Under the terms of the agreemégitj sold 100%
of its Smith Barney, Smith Barney Australia and I@ui units
for a 49% stake in the joint venture company andupfront
cash payment of $2.7 billion. Morgan Stanley Pasxthanged
100% of its Global Wealth Management business f&186
stake in the joint venture company. After year ¢hrorgan
Stanley Parent and Citi will have various purchasel sale
rights for the joint venture company, but Citi widbntinue to
own a significant stake in the joint venture compa least
through year five. The joint venture owns MSSB.

MSSB’s investment advisory services are providedugh two
channels. One channel generally provides the imerst
advisory programs previously provided by Smith Bgrand/or
Citigroup Global Markets Inc. (“CGM") (“SB Channgl'and
generally provides these programs through the dams@esses
and retail locations as did Smith Barney and/or CGNihe
other channel generally provides the investmentisady

We do not anticipate that this Conversion will havey material
impact on MS Channel clients or accounts. We goatie that
the Conversion will occur in three “Cuts” during12) each of
which will impact the clients and accounts of cert&5B

Channel branch offices. We anticipate that thev@osion will

be complete after the third Cut, and that aftertttied Cut no
accounts will remain on the SB Channel platformMSSB will

notify you if and when your account will be conwatt(and of
any impact that the conversion will have on yourcamt), prior
to any Conversion Cut that impacts you.

Until the Conversion is complete programs mergents$’ assets
will be custodied at either CGM (for SB Channel aouts
clients) or MSSB (for MS Channel clients accountsd a
Converted Accounts).

A. General Description of Programs and
Services

The Portfolio Management Group, which is part of ,CG
administers and oversees the Portfolio Managemeogram
(formerly called the Custom Portfolio program inethivS
Channel), Guided Portfolio Management program, BErge
Traded Funds program and Institutional Cash Managém
program discussed below. This section then dissusaeious
general matters applying to these four programs.

Portfolio Management Program

In the Portfolio Management (“PM”) program, a Fineh
Advisor(s) who meets the program certification legments
manages your assets on a discretionary basis. ther avords,
your Financial Advisor, and not you, has the digoreto decide
what securities to buy and sell in your accounthisTiscretion
is subject to the parameters described below and gbility to

programs previously provided by MS&Co. and gengrall direct a sale of any security for tax or other ogss The PM

provides these programs through the same businassegetail
locations as did MS&Co. (“MS Channel”).

MSSB offers clients (“you” and “your”) many diffemeadvisory
programs. Many of MSSB’s advisory services are ey by
its Consulting Group (“CG”) business unit. Someviadry
programs offered in the SB Channel and MS Chanrelvary
similar to each other and may have different nabzs®d on the
channel in which they are offered. Other progranas/ have
the same name in both channels but the programisdetay
differ in some respects between the channels. Soograms
are available only in one channel. You may obtaiochures

for other MSSB investment advisory programs
www.smithbarney.com/ADV or by asking your
Advisor.

MSSB is in the process of merging the SB Channel &S

Channel advisory programs. In addition, we angitgpthat in
2012, the SB Channel and MS Channel will ceaseabipgr as
separate channels, and will begin operating asiglesichannel
on one platform which will at least initially be lmtantially
similar to the channel and platform on which the KBannel
currently operates. This conversion of the SB Ckammd the
MS Channel will be referred to as the “ConversionPM

accounts opened or operating on this one platforith e

referred to as “Converted Accounts”.

program provides Financial Advisors with portfolimnagement
and trade execution tools to manage accounts exftigi

Certain Financial Advisors specialize in investingnultiple or

single asset classes or they may have defined tinees
strategies. You should discuss with your Finandéidvisor

which investment strategy suits your investmenigjoa

Investment ProcessYour Financial Advisor manages your PM
account in light of information you provide aboubuy
investment objectives and financial situation. Ydtinancial
Advisor is primarily responsible for making and ieymenting
investment management decisions for your accoutttinvihe

atPM program’s investment guidelines. The guidelispscify the
Financial number and types of securities eligible for investmin a PM

program account (including percentage limitatioms azcount
holdings in certain types of investments). Thedglines also
specify diversification requirements (across issuandustry
sectors and asset classes). At the Portfolio ManageGroup’s
discretion, certain Financial Advisors have gredtgitude in
selecting securities and diversification. Therefor¢he
availability of investment strategies and secwsitiand the
applicability of investment limitations varies deykéng on your
Financial Advisor. You should consult with your &ntial
Advisor for more information on the PM program’vé@stment
guidelines, the Financial Advisor's approach toeisting, and
available investment strategies.



Depending on the investment strategy the Finan&iisor

uses, investments may include equity and debt giesyrand
cash and cash equivalents. Where approved, Finakdidsors

may use certain option strategies, such as coveatdvriting

and protective put buying. Investments may alstute shares
of eligible closed-end funds, open-end funds (“MitEunds”)
and exchange traded funds (“ETFs” and collectivehe

“Funds”).

Financial Advisors are prohibited from using certmivestments
or investment strategies in PM accounts, inclugiognmodities,
futures, short sales, partnerships, margin, deviest and other
structured instruments, and certain securities o0BSHBI's

restricted list.

Your Financial Advisor may make investment decisitimat are
contrary to research ratings issued by Morgan SyaBquity
Research or Citi Investment Research. In addititapending
on the account’s strategy and the Financial Advis@mnaging
the account, there may be investment limitationsetdaon the
quality of investments held. On occasion, the Pidgpam’s
investment guidelines may require a Financial Advi sell
certain securities from client accounts based aair thuality
ratings, or if Morgan Stanley Equity Research di @ivestment
Research drops coverage of these securities wiihtantion of
reinitiating coverage. Although these sales of séea may
result in capital gains or losses and thus in authil taxes
and/or tax reporting for you, these tax consequened not
prevent us from selling these securities in yowoaat.

The PM program’s guidelines are subject to changouwt
notice. You should consult your Financial Advisor further
details.

Guided Portfolio Management Program (SB Channel
Only)

In the Guided Portfolio Management (“GPM") program,
Financial Advisors are subject to the same disznery
investment process and limitations as the PM progrand, in
addition, a majority of your GPM account must beeisted in
securities that are covered by Citi Investment Bede with the
remainder of the portfolio invested in other setesipursuant to
GPM program guidelines. Given these relatively endgorous
investment limitations, the certification requireme for
Financial Advisors to qualify for the GPM programeaess
demanding than the PM program.

The GPM program guidelines are subject to changhowi
notice. You should consult your Financial Advidor further
details.

Exchange Traded Funds Program (SB Channel Only)

In the Exchange Traded Funds (“ETF") program, galhei75%
or more of your account will be invested on a ditionary basis
in ETFs with the remainder of the portfolio invesksta other
securities pursuant to ETF program guidelines.

The ETF program guidelines are subject to changdowi
notice. You should consult your Financial Advisor further
details.

Institutional Cash Management Program (SB Channel
Only)

The Institutional Cash Management (“ICM”) prograrffecs
discretionary cash management services to ingtitati clients
whereby MSSB invests and reinvests the proceetiteaiccount
in accordance with the client’s investment critedancentration
limits and other requirements as stated in thentidnvestment
Policy Statement (“IPS”). Generally the whole paib is
invested in short duration fixed income and cashivadent
investments. MSSB converts the specifics of th8 I8 a
quantifiable rules matrix for the account, and et matrix to
the client. Provided the client agrees that tHesrumatrix is
consistent with its IPS, MSSB manages the accotthinvthe
rules matrix. If there is any ambiguity betweea thles matrix
and the IPS, the rules matrix controls. If asdetkl in the
account fall outside of the rules matrix, MSSB witjuidate
such assets in an orderly manner within a commnlircia
reasonable amount of time. If the client reviges|PS, MSSB
will then update the rules matrix and obtain thentls approval
of the new matrix.

Account Opening

To enroll in the PM, GPM or ETF programs, you memnplete
a client profile and an investment questionnair€o enroll in
any program described in this brochure, you mustranto the
program client agreement (“Client Agreement”).

Restrictions

In each of these programs, you may impose reasenabl
restrictions on account investments. For examplay ynay
restrict MSSB from buying specific securities, aegpry of
securities (e.g., tobacco companies) or Fund sharésyou
restrict a category of securities, we will deterenimhich specific
securities fall within the restricted category. doing so, we
may rely on outside sources (e.g. standard indusides and
research provided by independent service providefs)y
restrictions you impose on individual securitiesénao effect on
Fund holdings since Funds operate in accordancé wie
investment objectives and strategies described Mheir t
prospectuses.

Trade Confirmations, Account Statements and Perforrance
Reviews

CGM (for SB Channel accounts) or MSSB (for MS Chann
accounts and Converted Accounts) is the custodidrpeovides
you with written confirmation of securities transans, and
account statements at least quarterly. You may evtie receipt
of trade confirmations after the completion of etrelde in favor
of alterative methods of communication where atdélaYou
may also receive mutual fund prospectuses, wheyeoppate.

We provide written Investment Monitors (SB Channek)
Quarterly Performance Reports (MS Channel) to yeere
quarter. These reviews have tabular reports anghgal
displays showing how your account investments have
performed, both on an absolute basis and on aivelaasis
compared to recognized indices (such as Standardo8r’s
indices). You may access these reports throughB/EsS@hline
account services site. To enroll your account ia tinline
account service site, SB Channel clients should tgo
https://lwww.smithbarney.com/app-bin/reg/servietgfiReeation



and MS Channel clients and clients with Converteztclnts
should go to www.morganstanley.com/online/enrolll dollow
the step-by-step instructions. If, however, you ldolike to
receive these reports by mail, please call 1-8883%55.

Risks

All trading in an account is at your risk. The \alof the assets
held in an account is subject to a variety of fegstguch as the
liquidity and volatility of the securities marketfvestment
performance of any kind is not guaranteed, and MS$B a

Financial Advisor's past performance with respeat dther

accounts does not predict future performance veiipect to any
particular account. In addition, certain investinstrategies
that Financial Advisors may use in the programsehspecific

risks, including those associated with investmeéntgommon

stock, fixed income securities, American DepositRsceipts,
and Funds. You should consult with your Financialviédor

regarding the specific risks associated with theestiments in
your account.

Risk Relating to ETFs. There may be a lack of liquidity in
certain ETFs which can lead to a large differeneawben the
bid-ask prices (increasing the cost to you when lyoy or sell
the ETF). A lack of liquidity also may cause an HbRrade at a
large premium or discount to its net asset valwddifonally, an
ETF may suspend issuing new shares and this mait iesan
adverse difference between the ETF's publicly adé share
price and the actual value of its underlying inwgstt holdings.
At times when underlying holdings are traded lesgudently, or
not at all, an ETF's returns also may diverge frahe
benchmark it is designed to track.

Risks Relating to Money Market Funds.An investment in a
money market fund is neither insured nor guarantegdhe
Federal Deposit Insurance Corporation (“FDIC”) oy eother
government agency. Although money market fundsk dee
preserve the value of your investment at $1.00spare, there is
no assurance that will occur, and it is possibléose money if
the fund value per share falls. Moreover, in som
circumstances, money market funds may be forcedetmse
operations when the value of a fund drops belovw)®Iper
share. In that event, the fund’'s holdings areidigted and
distributed to the fund’s shareholders. This litpion process
could take up to one month or more. During thateti these
funds would not be available to you to support hases,
withdrawals and, if applicable, check writing or MTdebits
from your account.

Risks Relating to Differing Classes of SecuritieRifferent

classes of securities have different rights asited the issuer
files for bankruptcy or reorganization. For exaepl
bondholders’ rights generally are more favorableanth
shareholders’ rights in a bankruptcy or reorgaitvzrat

Tax Considerations

A Financial Advisor may agree with you to implementlient-

developed investment strategy that you believeeissitive to

your particular tax situation. Neither we nor ao§ our

affiliates provides tax advice and, therefore, wd they are not
be responsible for developing, evaluating or tHeafy of any
such tax-sensitive strategy. You need to develop such

strategy in consultation with a qualified tax advis Certain
tax-sensitive strategies can involve risks. Amatigers, tax-
efficient management services involve an increagddof loss
because your account may not receive the benedit, (@alized
profit, avoided loss) of securities transactionsatttwould
otherwise take place in accordance with the Firsrkdvisor's
investment management decisions for the account.

Fees

Maximum Fees. The maximum annual fee for the PM and
GPM programs is 3.00% of the market value of theoant.
The maximum annual fee for the ETF program is 2.53%he
market value of the account. The maximum fee farious
levels of assets in the ICM program is as follows:

ICM Program Assets Annual Fee
On the first $10,000,000 0.25%
On the next $40,000,000 0.20%
On the next $50,000,000 0.15%
Assets over $100,000,000 0.12%

Fees for the programs described in this brochueenagotiable
based on a number of factors including the type sirel of the
account and the range of services provided by tinan€ial
Advisor. In special circumstances, and with théentls
agreement, the fee charged to a client for an atcmay be
more than the maximum annual fee stated in thiiosec

The fee is payable as described in the Client Agesg.

Generally, the initial fee is due in full on thetelgou open your
account at MSSB and is based on the market valu¢hef
account on that date. The initial fee payment cotee period
from the opening date through (at your electioe)lttst business
day of the current quarter or the next full calengiaarter and is
prorated accordingly. Thereafter, the fee is pgucrterly in

gdvance (however in the ICM program clients maytete pay

in arrears) based on the account’s market valuethenlast
business day of the previous calendar quarter anduée the
following business day. The Client Agreement atittes
CGM or MSSB to deduct fees when due from the assets
contained in the account.

Breakpoints. Fee rates in the PM, GPM, ETF and ICM
programs may be expressed as a fixed rate appigia assets
in the account, or as a schedule of rates appliondifferent
asset levels, or “breakpoints.” When the fee isresged as a
schedule of rates corresponding to different breaiksp,
discounts, if any, are negotiated separately fahdaeakpoint.
As the value of account assets reaches the vabimakpoints,
the incremental assets above each threshold amgechahe
applicable rates. The effective fee rate for theoaot as a whole
is then a weighted average of the scheduled rated, may
change with the account asset level.

Accounts Related for Billing Purposeswhen two or more
investment advisory accounts are related togetberbfiling

purposes, you can benefit even more from existireghpoints.
If you have two accounts, the “related” fees on ot #1 are
calculated by applying your total assets (i.e. @sseAccount #1



+ assets in Account #2) to the Account #1 breakpoiBecause
this amount is greater than the amount of assel@lysin

Account #1, you may have a greater proportion eéessubject
to lower fee rates, which in turn lowers the averéeg rate for
Account #1. This average fee rate is then multipley the
actual amount of assets in Account #1 to deteritiaalollar fee
for Account #1. Likewise, the total assets are iggpto the
Account #2 breakpoints to determine the averagerd¢e for
Account #2, which is then multiplied by the actaahount of
assets in Account #2 to determine the dollar feé\wount #2.

Only certain accounts may be related for billinggmses, based
on the law and MSSB’s policies and procedures. BEwbere

accounts are eligible to be related under thesécigsl and

procedures, they will only be related if this iesffically agreed

between you and the Financial Advisor.

Other. Because the programs described in this brochureoto
involve third party investment managers, we recehe entire
fee and we pay our Financial Advisor a portionhaf éntire fee.

B. Comparing Costs

The primary service that you are purchasing in phegrams
described in this brochure is your Financial Advisoor a
Financial Advisor that partners with your Financiatlvisor
discretionary management of your portfolio pursu@antertain
program guidelines. Cost comparisons are diffibeitause that
particular service is not offered in other CG progs.
Depending on the level of trading and types of sgtes
purchased or sold in your account, if purchasecrseply, you
may be able to obtain transaction execution aghédrior lower
cost at MSSB or elsewhere than the fee in thesgranas.
However, such transactions could not be executed aon
discretionary basis in a brokerage account. In temdi CG
offers other programs where discretionary portfoianagement
is provided by third party investment managers tonedfees in
those programs may be higher or lower than the fiedbese
programs. Those programs involve the discretiomamtfolio
management decisions of third party investment garsaand
not your Financial Advisor.

You should consider these and other differencesnvadeeiding
whether to invest in an investment advisory or akbrage
account and, if applicable, which advisory prograpest suit
your individual needs.

C. Additional Fees

If you open an account in one of the programs desdrin this
brochure, you will pay us an asset-based fee feestment
advisory services, custody of securities and texdeeution with
or through CGM (for SB Channel accounts) or throbgBSB
(for MS Channel accounts or Converted Accounts).he T
program fees do not cover:

» the costs of investment management fees and atpenses
charged by Funds (see below for more details)

e “mark-ups,” “mark-downs,” and dealer spreads (Aptth
MSSB or its affiliates may receive when acting asgipal
in certain transactions where permitted by law By that

other broker-dealers may receive when acting asipal in
certain transactions effected through MSSB andfsr i
affiliates acting as agent, which is typically thase for
dealer market transactions (e.g., fixed income @ret-the-
counter equity)

e brokerage commissions or other charges resultimgn fr
transactions not effected through MSSB or its iats

* MSSB account establishment or maintenance feestdor
Individual Retirement Accounts (“IRA”) and Versatil
Investment Plans (“VIP”), which are described ine th
respective IRA and VIP account and fee documentatio
(which may change from time to time)

e account closing/transfer costs
e processing fees or

e certain other costs or charges that may be impbgetiird
parties (including, among other things, odd-lofatiéntials,
transfer taxes, foreign custody fees, exchange, fees
supplemental transaction fees, regulatory feesotimer fees
or taxes that may be imposed pursuant to law).

Funds in Advisory Programs

Investing in Funds is more expensive than otheestwent
options offered in your advisory account. In aduditto our fee,
you pay the fees and expenses of the Funds in wyich

account is invested. Fund fees and expenses aaegeth
directly to the pool of assets the Fund invesi@nd are reflected
in each Fund’s share price. These fees and expearsesn
additional cost to you and are not included in féee amount in
your account statements. Each Mutual Fund and Eerse
ratio (the total amount of fees and expenses cHalye the
Fund) is stated in its prospectus. The expense generally
reflects the costs incurred by shareholders dutirg Mutual
Fund’s or ETF’s most recent fiscal reporting peri@drrent and
future expenses may differ from those stated irptiospectus.

You do not pay any sales charges for purchasesutfidfl Funds
in programs described in this brochure. However esdnutual
Funds may charge, and not waive, a redemption feeectain
transaction activity in accordance with their paspises.

In addition to the program fee paid by you, MSSHI ats
affiliates may receive payments, as described belram
Mutual Funds or their affiliates with respect to tMal Fund
shares held in the account. Thus, we have a conftic
recommend Mutual Funds over individual securit@dgsed-end
funds or ETFs. These payments may include:

« fees of up to 0.12% from all participating Mutualrfés for
non-ERISA assets. A portion of these fees mayesapt
revenue sharing if and to the extent that they edoghat
the Mutual Fund would otherwise have paid for these
services

e investment management fees and related adminisriges
from affiliated Mutual Funds where the Mutual Funds
investment adviser is a MSSB affiliate

The maximum rates payable under these arrangerasnta the
Bil of Rights for Mutual Fund Investors, at
http://www.morganstanleyindividual.com/OurCommitrtfeiilo



frights.asp and also available on request. Thes iate terms and (MS Channel accounts and Converted Accounts) ectad by

conditions of these arrangements can be changedydime.

Certain Funds are sponsored or managed by aféiliatéMSSB.
Since the affiliated sponsor or manager receiveditiadal

investment management fees and other fees, MSSBahas

conflict to recommend MSSB affiliated Funds.

Mutual Fund companies typically offer different veajo buy
Mutual Fund shares. Some Mutual Funds only offex share
class for a particular fund while some funds offeany types of
shares classes. In addition to the more broadbwknretail

your Financial Advisor (SB Channel accounts).

In the SB Channel, retirement accounts cannot U3l &s their
Sweep Investment.

Clients with accounts that are both (a) MS Chamgebunts or
Converted Accounts and (b) retirement plan accounits
Coverdell Education Savings Accounts should re@dBERhibit
to this brochure (“Affiliated Money Market Funds d-e
Disclosure Statement and Float Disclosure Staténent

share classes (A, B and C shares), fund comparg® h The custodian will effect sweep transactions oolythite extent
developed additional types of specialized sharssel designed permitted by law and if you meet the Sweep Investise

for specific advisory programs.
converted into the share class required by the Mutund for
that type of account. Depending on the circum&anclients’
shares are converted into a share class that Hawea or a
higher expense ratio. Advisory share classes lystialve a
lower expense ratio than the share classes thaB\B&siously
offered in the program. However, we may continuefter non-
advisory share classes if, for example, there isequivalent
advisory share class available or we believe tih&t mbon-
advisory share class is likely to be the most edfgictive share
class. Once we make an advisory share class aleaifab a
particular Mutual Fund, clients can only buy theviadry class
shares (not the non-advisory class shares) oMuoatal Fund in
the program.

If available, we (without notice to you) will conteany Mutual

Fund in your account to a share class of the samid! Fund
which is a load-waived or no-load share class sashan
Institutional (“I") share or advisory program shar®©n

termination of your account, or the transfer of Walt Fund
shares out of your advisory account into a MSSBkérage
account, we will convert any | shares and/or advyishares to
the corresponding non-advisory share class. Tinead@isory
Mutual Fund share class generally has higher opgrakpenses
than the corresponding | and advisory share clasgg@sh may
negatively impact investment performance.

Cash Sweeps
Generally, some portion of your account will bechel cash. If

If available, olig' shares are eligibility criteria.

Bank Deposit Program. Through the Bank Deposit Program,
Deposit Accounts are established for you at onmare of the
following banks (individually and collectively, théSweep
Banks”): (i) Morgan Stanley Bank, N.A. (i) MorgaBtanley
Private Bank, National Association or (iii) CitidgrN.A. The
Sweep Banks are affiliated with MSSBhe Sweep Banks pay
interest on the Deposit Accounts established urider BDP.
Your deposits at the Sweep Banks will be insurethieyFederal
Deposit Insurance Corporation (“FDIC") up to applie limits,
in accordance with FDIC rules, and subject to agafgien of all
the accounts (including, without limitation, ceddtes of
deposit) that you hold at the Sweep Banks in tlmeesaapacity.
Bank deposits held through the BDP are not covbye8IPC or
excess coverage.

If BDP is your Sweep Investment, you authorize, as,your
agent, to establish the Deposit Accounts for youJ B0 make
deposits into, withdrawals from and transfers amitvegDeposit
Accounts.

Terms of the Bank Deposit Program are further desdrin the
Bank Deposit Program Disclosure Statement, which beé
provided to you upon your first investment in than® Deposit
Program. You may also obtain the Bank Deposit Ruogr
Disclosure Statement as well as current interg¢esrapplicable
to your Account, by contacting your Financial Adbiisor
through MSSB's web site at
www.morganstanleyindividual.com/accountoptionsiggdissets/

CGM (SB Channel accounts) or MSSB (MS Channel amsou investmentfeatures. You acknowledge and understaidwe

and Converted Accounts) acts as custodian for goaount, it
will effect “sweep” transactions of uninvested caahlocations
to cash and cash equivalents, if any, in your actinio:

e interest-bearing bank deposit accounts (“Depos@oiiats”)
established under the Bank Deposit Program (“BRieP”)

* money market mutual funds (each, a “Money Markeatd”u
and, together with BDP Deposit accounts,
Investments”).
Morgan Stanley Investment Advisors Inc. or anoti&SB
affiliate except for:

0 B Channe retirement and Coverdell Education

“Swee
These money market funds are mahbage

R

may amend the list of Sweep Banks at any time witlvithout
notice to you. If you are participating in the BabBeposit
Program, please read the Bank Deposit Program d@3igig
Statement carefully.

Please note the following: (i) you are responstblenonitor the
total amount of deposits you have at each Sweefx Baorder
to determine the extent of FDIC insurance covemagslable to
you; and (i) MSSB is not responsible for any irexliror
uninsured portion of your deposits at any of thee&wBanks.

without any further direction, that all cash bakscn your
account in excess of $1.00 be automatically depdsir swept

Savings accounts. The “sweep” money market funds €Very business day into an account at a depositmtjtution

are managed by an unaffiliated manager.

If you do not select a Sweep Investment when yoenoyour
account, your Sweep Investment will be BDP if yoe aligible

affiliated with Citi (SB Channel) or at Morgan Skay Bank or
Morgan Stanley Private Bank, National Associationiol are
both affiliates of MSSB (MS Channel).



Your BDP accounts earn interest. Your BDP deposits
insured by the FDIC up to applicable limits, in aaance with
FDIC rules and subject to aggregation of all theoaots
(including, without limitation, certificates of degit) that you
hold at the applicable sweep bank in the same dgpacyou

are responsible for monitoring the total amountB&P and
other deposits you have at any bank to determiaee#tent of
FDIC insurance coverage available to you. MSSHj &id

their affiliates are not responsible for any insug uninsured
portion of your deposits at the BDP banks. BDPodép are
not covered by SIPC or excess coverage.

If BDP is your Sweep Investment, you should be awiduat,
each Sweep Bank will pay MSSB a fee equal to thegudage
of the average daily deposit balances in your Dépazount at
the Sweep Banks. Your Financial Advisor will noteae a
portion of these fees or creditdn addition, MSSB will not
receive cash compensation or credits in connegtitnthe BDP
for assets in the Deposit Accounts for retiremetang or
Coverdell Education Savings accountsAlso, the affiliated
Sweep Banks have the opportunity to earn incoméerBDP
assets through lending activity, and that incomeussially
significantly greater than the fees MSSB earns #fitiated

Money Market Funds. Thus, MSSB has a conflictntéiiest in
selecting or recommending BDP as the sweep furiderahan
an eligible Money Market Fund.

Unless otherwise specifically disclosed to you in writing,
such as in connection with the Bank Deposit Program noted
above, investments and services offered through MSSB are
not insured by the FDIC, are not deposits or other
obligations of, or guaranteed by, the Sweep Banks, and
involve investment risks, including possible loss of the
principal invested.

Terms of the Bank Deposit Program are further dlesdrin the
Bank Deposit Program Disclosure Statement, whigbrdvided

to you with your account opening materials. If yaue

participating in the Bank Deposit Program, pleasdrthe Bank
Deposit Program Disclosure Statement carefully.

Money Market Funds.

We may, in our sole discretion, offer Money Marketnds as
Sweep Investments. The Money Market Funds may gr mad
be affiliated with MSSB. You understand that pasds and
redemptions of Money Market Fund shares may beteffieonly
through MSSB and that you may not directly accessMoney
Market Fund.

If a Money Market Fund is your Sweep Investmentu yo
authorize us, as your agent, to make investmentsaim
redemptions from, the Money Market Fund.

Each of these Money Market Funds is a separatestiment
with different investment objectives. Their feesgpenses,
minimum investment requirements, dividend policiesnd

procedures may vary. Before you invest in any Mohrket

Fund, read its prospectus carefully. Money MaFkaid shares
are neither insured nor protected by the FDIC. stwent in any
money market fund is a purchase of securities tdue the
money market fund, not a bank deposit.

Certain of the Money Market Funds described aboageh
minimum investment requirements. In addition, MS&tay
require a minimum initial investment to activater@or all of

the Sweep Investments. If you do not meet the minininitial
investment, uninvested cash and allocations to gasHigible
Accounts will be invested in the BDP.

In addition, certain of the Money Market Funds havi@imum
balance requirements. For eligible Accounts, ifrymvestment
falls below the minimum balance requirement, MSSBym
redeem and reinvest all of your shares in the BORce your
sweep option has been changed, we will not autcaljti
change it back to your previous Sweep Investmenhéf/you
meet the minimum initial investment and/or balance
requirements. You must contact your Financial Advi® do so.
However, if a pattern develops of falling below thenimum
balance requirement, we may preclude you from itivgsin
that Sweep Investment in the future.

We may offer other money market funds as a nonwee
investment choice. You may purchase shares in thesgey
market funds by giving specific orders for eachghasse to your
Financial Advisor. However, uninvested cash in y#uacount
will not be swept into these money market funds.

If account cash balances are invested in Money BtaFnds
sponsored or managed by MSSB affiliates, we recaikretain
fund fees up to 0.18% from those Money Market Fundhose
money market funds’ affiliates. Therefore, MSSBs ha

conflict of interest in recommending that a portioh your

account be invested in money market funds. Foremgnt

accounts with cash balances invested in money rdukels

sponsored or managed by MSSB affiliates, certaés feceived
and retained by such MSSB affiliates will be creditto the

account or offset against the advisory program fd@lease see
the attached Exhibit “Affiliated Money Market Fundsee

Disclosure Statement and Float Disclosure Statéhientmore

details.

The above provisions may not apply if you are noU&.
resident. If you are not a U.S. resident, pleasetact your
Financial Advisor to determine whether the BDP oManey
Market Fund will be your default Sweep Investment.

D. Compensation to Financial Advisors

If you invest in one of the programs described inbhichure, a
portion of the fees payable to us in connectiomwiur account
is allocated on an ongoing basis to your Finan&@lisor. The
amount allocated to your Financial Advisor in coctien with

accounts opened in programs described in this brecmay be
more than if you participated in other MSSB invesitin
advisory programs, or if you paid separately fovestment
advice, brokerage and other services. The ratempensation
that MSSB pays Financial Advisors with respect togpam
account fees is typically higher than the rate M&SB pays
Financial Advisors on trades executed in transaedbiased
brokerage accounts. Your Financial Advisor mayrdfwe

have a financial incentive to recommend one ofpfegrams in
this brochure instead of other MSSB programs orices.

If you invest in one of the programs describedhiis brochure,
the Financial Advisor may charge a fee less thanntiaximum
fee stated above. The amount of the fee you payféstor we
use in calculating the compensation we pay youramdral



Advisor.  Therefore, Financial Advisors have a fio@l

incentive not to reduce fees. If your fee ratbatow a certain
threshold in the PM, GM, ETF and other advisorygoamns, we
give your Financial Advisor credit for less thar ttotal amount
of your fee in calculating his or her compensatiofiherefore,
Financial Advisors also have a financial incentigg to reduce
fees below that threshold.

ltem 5: Account Requirements and
Types of Clients

The PM, GPM and ETF programs generally have a mimm
account size of $25,000. The ICM program has airmim
account size of $10,000,000.

MSSB’s clients include individuals, trusts, bankiog thrift
institutions, pension and profit sharing plansnpterticipants,
other pooled investment vehicles (e.g., hedge fyrasaritable
organizations, corporations, other businesses stamunicipal
government entities, investment clubs and otheatiesit

Iltem 6: Portfolio Manager Selection
and Evaluation

Selection and Review of Portfolio
Managers and Funds for the Programs

Eligible Financial Advisors

In the PM program, Financial Advisors generally énavorked
as a Financial Advisor at MSSB or another firm fioe years,
are appropriately licensed, have an acceptable camop
record, have a suitable investment discipline, isenat least
$75,000,000 of client assets, and have successfatiyleted a
PM certification course of study.

A.

In the GPM and ETF programs, Financial Advisors tries
appropriately licensed, have an acceptable conydiaecord, be
approved by their Branch Manager for the programd a
successfully complete a certification course ofigtu

ICM accounts are managed by Financial Advisors vane
experienced in managing corporate cash and hawessfclly
completed an educational program that includesseawwrk in
investment analysis and portfolio management.

Under certain circumstances, based primarily onRimancial
Advisor's prior investment experience, the Portoli
Management Group Director may waive the courseuafysfor
any program described in this brochure.

Calculating Financial Advisors’ Performance

In the programs described in this brochure, we utate
performance using a proprietary system. MSSB aldsB
Channel Financial Advisors to create a compositdopmance
track record for accounts they manage in a sirsiige.
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Each month, MSSB’s Performance Reporting Group ewesi
and tests certain client accounts with performadegiating
from the average return of the applicable compasfitgccounts.
It then reviews how performance was calculated tloese
accounts.

Some Financial Advisors hire a third party (suchAashland
Partners & Co. LLP) to review composite to detemnif the
preparation, presentation and calculation of invesit
performance results for a composite are fairly @nésd in all
material respects.

Since the SB Channel and MS Channel use differpatational
systems to calculate performance, the performamada ith the
programs may not be calculated on a uniform andsistant
basis between the SB Channel and MS Channel.

B. Conflicts of Interest

Conflicts of Interest — Financial Advisor Acting asPortfolio
Manager

In the programs described in this brochure, youmahcial
Advisor acts as the portfolio manager. MSSB anduin, the
Financial Advisor retain a greater portion of thitvigory fee in
these programs than in those in which an una#itiahvestment
manager acts as your portfolio manager. MSSB dm t
Financial Advisor are also likely to earn more cemgation if
you invest in a program described in this brochiuan if you
open a brokerage account to buy individual seeiti

This creates a conflict of interest for Financiatldsors and
MSSB, as there is a financial incentive to recommene of
these programs described in this brochure. We eaddthis
conflict of interest by disclosing it to you and bgquiring
Financial Advisors’ supervisors to review your agcb at
account-opening to ensure that it is suitable fou yn light of
matters such as your investment objectives andndiah
circumstances.

Other Conflicts of Interest

As well as the conflicts of interest arising frorauy Financial
Advisor acting as portfolio manager, MSSB has vasi@ther
conflicts of interests relating to the programsadieed in this
brochure.

Payments from Mutual Funds. The only Mutual Funds
offered in the programs described in this brochiather than
Money Market Funds) are those that have agreedayoup the
types of payments described above in Item 4.C. hAe a
conflict of interest in offering Mutual Funds besauwe or our
affiliates earn more money in your account from ryou
investments in Mutual Funds than from other investn
options. However, we do not share this money withur
Financial Advisor (i.e. the compensation we pay ytour
Financial Advisor is not affected by the payments receive
from the Mutual Funds). Therefore, your Financhalvisor
does not have a resulting incentive to buy Mutuaids in your
account, or to buy certain Mutual Funds rather thidaer Mutual
Funds.



Payments from Fund Managers. Managers of Funds
(“Managers”) participating in MSSB-sponsored intdrtraining

and education conferences and meetings may makeeguay to,

or for the benefit of, MSSB or its Financial Advisao offset

the expenses incurred for these events. On requests

Financial Advisor can provide you with a schedufetlrese

payments.

While we provide sponsorship opportunities to alrmagers of
separately managed accounts and mutual funds in
investment advisory programs, certain managererfed to as
“Global Partners”) dedicate significant financiahda staffing
resources to these activities. Global Partners megeive
additional opportunities to sponsor MSSB events pramote
their products to Financial Advisors and clientkisTcould lead
Financial Advisors to focus on products manageaixyGlobal
Partners when recommending products to clientsaaisof those
from other managers that do not commit similar veses to
educational, marketing and other promotional effortMSSB
selects managers to be Global Partners based otitgqtiae and
qualitative criteria.

Managers may also sponsor their own educationafleoamces
and pay expenses of Financial Advisors attendiegdhevents.
MSSB'’s policies require that the training or edicral portion
of these conferences comprises substantially afthef event.
Managers may sponsor educational meetings or sesnina
which clients as well as Financial Advisors areitey to
participate.

Managers are allowed to occasionally give nominiéls go
Financial Advisors, and to occasionally entertaimaRcial
Advisors, subject to a limit of $1,000 per employser year.
MSSB’s non-cash compensation policies set conditfon each
of these types of payments, and do not permit aiftg or
entertainment conditioned on achieving a salesetargOn
request, your Financial Advisor can provide youhwan annual
estimate of the aggregate value of gifts or entartant that
managers pay or provide to MSSB or particular Férmen
Advisors.

We address conflicts of interest by ensuring tht payments
described in this “Payments to Fund Managers” saatio not
relate to any particular transactions or investmawade by
MSSB clients with managers. Managers are not requio
make any of these types of payments. The payntesisribed
in this section comply with FINRA rules relating teuch
activities.

Different Advice. MSSB, MS&Co., Citi and their affiliates
may give different advice, take different actioeceive more or
less compensation, or hold or deal in differenusées for any

other party, client or account (including their o@ocounts or
those of their affiliates) from the advice givermtians taken,
compensation received or securities held or deailt your

account.

Trading or Issuing Securities in, or Linked to Sedgties in,
Client Accounts.MSSB, MS&Co., CGM and their affiliates
may provide bids and offers, and may act as praiciparket
maker, in respect of the same securities heldienthccounts.
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MSSB, the investment managers in its programs, M&&C
CGM and their affiliates and employees may holdogitpn
(long or short) in the same securities held inntliaccounts.
MS&Co., MSSB, CGM and/or their affiliates are reguissuers
of traded financial instruments linked to secusitittat may be
purchased in client accounts. From time to tim&38 (or an
affiliate’s) trading — both for its proprietary ammnt and for
client accounts — may be detrimental to securitiekl by a
client and thus create a conflict of interest. ‘Ad¥ress this

ogpnflict by disclosing it to you.

Trade Allocations.Your Financial Advisor may aggregate the
securities to be sold or purchased for more tham dient to
obtain favorable execution to the extent permitigdaw. The
Financial Advisor will then allocate the trade imanner that is
equitable and consistent with MSSB'’s fiduciary duty its
clients (including pro rata allocation, random e#iion or
rotation allocation). Allocation methods vary dedimg on
various factors (including the type of investmeht& number of
shares purchased or sold, the size of the accoant, the
amount of available cash or the size of an exigpiogjtion in an
account). The price to each client is the average for the
aggregate order.

Services Provided to Other Client$4SSB, MS&Co., CGM,
investment managers and their affiliates provideadety of
services (including research, brokerage, asset geament,
trading, lending and investment banking services)efch other
and for various clients, including issuers of séms that MSSB
may recommend for purchase or sale by clients @o#rerwise
held in client accounts, and investment managefivens in the
programs described in this brochure. MS&Co., CGM53B,
investment managers and their affiliates receivengansation
and fees in connection with these services. MSSE\ms that
the nature and range of clients to which such eesviare
rendered is such that it would be inadvisable talue
categorically all of these companies from an actoun
Accordingly, it is likely that securities in an axmt will include
some of the securities of companies for which MS&@GM,
MSSB, investment managers and their affiliates roraffiliate
performs investment banking or other services.

Restrictions on Securities Transactionhere may be periods
during which MSSB or investment managers are nomjieed
to initiate or recommend certain types of transmdiin the
securities of issuers for which MS&Co., Citi or ooé their
affiliates is performing broker-dealer or investmdmanking
services or have confidential or material non-pubiformation.
Furthermore, in certain investment advisory prograMSSB
may be compelled to forgo trading in, or providiagvice
regarding, Morgan Stanley Parent or Citi securitiaed in
certain related securities. These restrictions naalyersely
impact your account performance.

MSSB, the managers and their affiliates may alsueld@

analyses and/or evaluations of securities sold ipr@gram

described in this brochure, as well as buy and is&drests in
securities on behalf of its proprietary or cliegtaunts. These
analyses, evaluations and purchase and sale mdivire
proprietary and confidential, and MSSB will not dase them
to clients. MSSB may not be able to act, in respdatlients’

account, on any such information, analyses or etalns.



MSSB, investment managers and their affiliates

obligated to effect any transaction that MSSB ananager or
any of their affiliates believe would violate fedkor state law,
or the regulations of any regulatory or self-retuig body.

Research Reports.MS&Co. and CGM do business with
companies covered by their respective
Furthermore, MS&Co., CGM and their affiliates maglc a
trading position (long or short) in, and client asats may hold,
the securities of companies subject to such rekediwerefore,
MS&Co. and CGM have a conflict of interest that Icbaffect
the objectivity of their research reports.

Certain Trading Systemdf MSSB directly or indirectly effects
client trades through exchanges, electronic comaoatioin
networks or other alternative trading systems (tiiimg
Systems”) in which its affiliates have an ownersinperest,
these affiliates may receive an indirect econonandifit based
on their ownership interest. Currently, affiliatef MSSB
(including affiliates of MS&Co. and Citi) own ovéi% of the
voting securities of certain Trading Systems, idelg BATS
Trading, Inc., operator of BATS Electronic TraditNgtwork
(commonly known as “BATS"); the entities that owmdacontrol
the Block Interest Discovery System (commonly knoas
“BIDS”); LavaFlow Inc.; EBX Group, LLC; ELX Futures
Holdings, LLC; ELX Futures, LP; TheMuniCenter; Amated
Trading Desk Financial Services LLC; Automated TmgdDesk
Brokerage Services LLC; Boston Options ExchangeCLEX
Alliance Inc.; and National Securities ExchangehétTrading
Systems on which MSSB may execute trades for cieobunts
include Archipelago; eSpeed; Instinet; NYFIX; Tra&CN;
BondDesk; ValuBond; NYSE Euronext; TradeWeb;
MarketAxe. The Trading Systems on which MSSB traftes
Client accounts and in which affiliates of MSSB omterests
may change from time to time. You may contact yBimancial
Advisor for an up-to-date list of Trading Systenms which
affiliates of MSSB own interests and on which MS&id/or
MS&Co. trades for client accounts.

Certain Trading Systems offer cash credits for mdthat
provide liquidity to their books and charge expliéées for
orders that extract liquidity from their books. Rraime to time,

research pgrou

and

of MSSB, MS&Co, Citi, CGM and their affiliates, ilucling the
following:

e Clearing. An agreement providing that, subject to best
execution, MS&Co. and CGM (or their applicable l&fes)
will act as fully-disclosed clearing brokers for BB, which
will act as an introducing broker. MSSB may hawmaflict
of interest in introducing client trades to MS&Cand
CGM. (As of the date of this brochure, MSSB is the
clearing broker for most of the MS Channel’'s invesit
advisory programs. MS&Co. is the clearing broker f
some investment advisory programs offered by the MS
Channel’'s Private Wealth Management division. C@GM
the clearing broker for SB Channel accounts.)

e Order Flow. An agreement that, subject to best execution,
MSSB will transmit an agreed percentage of clierteos
for the purchase and sale of securities to MS&@iti,
CGM and their affiliates. MSSB has a conflict ofdrest in
transmitting client orders to these entities.

e Distribution. An agreement that, in return for the payment
of certain fees and expenses, MSSB will market and
promote certain securities and other products wmitten,
distributed or sponsored by MS&Co., Citi or thefiilates.
MSSB has a conflict of interest in offering, recoemding
or purchasing any such security or other producirtfor its
investment advisory clients.

Investment Research. An agreement that MS&Co. and
CGM (or their applicable affiliates) will supplyvastment
research prepared by their respective researchpgrom
MSSB for its use. It is possible that MS&Co.’'s rassh
group, on the one hand, and Citi's research groupthe
other hand, may reach different conclusions, ang make
different recommendations, with respect to the s@éseer
or investment manager. This may, among other things
result in different investment decisions or recomdaions
regarding the same issuer or investment managergbei
made for or given to MSSB investment advisory ¢ien

C. Financial Advisors Acting as Portfolio

Managers

the amount of credits that MSSB, MS&Co. and/or CGMDescription of Advisory Services

receives from one or more Trading System may exdbed
amount that is charged. Under these limited cir¢gantes, such
payments would constitute payment for order flow.

Certain Trading Systems through which MSSB, MS&@&ad/or

CGM may directly or indirectly effect client tradesxecute
transactions on a “blind” basis, so that a partyattransaction
does not know the identity of the counterpartyh® transaction.
It is possible that an order for a client accounat tis executed
through such a Trading System could be automagicalitched
with a counterparty that is (i) another investmadwisory or
brokerage client of MSSB or one of its affiliatas(ij) MSSB or

one of its affiliates acting for its own proprietaccounts.

Transaction-Related Agreements with MS&Co., Citi @n
Affiliates. In connection with creating the joint venture,tagr
agreements were entered into between or involvargesor all
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See Item 4.A above for a description of the sesvféered in
the programs described in this brochure.

Tailoring Services for Individual Clients

You may ask your portfolio manager to manage yaaoant
pursuant to a particular investment strategy. e 1CM
program your Financial Advisor will manage your @agot in
accordance with your IPS (as discussed above im HeA).
You may also place restrictions on your accountdiasussed
above in Item 4.A).

Wrap Fee Programs

MSSB acts as both the wrap fee program sponsor thed
portfolio manager in the programs described in thigchure.
MSSB does not act as portfolio manager in any @nogrwhich
are not wrap fee programs but are otherwise sintitathe
programs described in this brochure. MSSB recealegshe



client fees for its services provided in the progsadescribed in
this brochure.

Performance-Based Fees

consulting assistance to handle proxy voting resitdlity.
Except as described below, MSSB votes in a manoesistent
with ISS’ policy guidelines and vote recommendatioBecause
ISS makes its recommendations based on its indep&nd

The programs described in this brochure do not gehar objective analysis of the economic interests ofehalders, its

performance-based fees.

Methods of Analysis and Investment Strategies

Financial Advisors in the programs described irs thiochure
may use any investment strategy when providing stmaent
advice to you. Financial Advisors may use assktcation
recommendations of the Morgan Stanley Smith BaiGé&bal
Investment Committee as a resource but, if so,ethisrno
guarantee that any strategy will in fact mirror teaick these
recommendations. Investing in securities involkiek of loss
that you should be prepared to bear.

MSSB’s cash policy applies to the PM, GPM and ETF

programs. The policy is intended to provide tadtitexibility
in allocating assets to Money Market Funds or thBPB
program. While there may be individual circumstanoer
tactical reasons to overweight these assets in yawgount,
holding these assets as part of a strategic aibwcdbr an
extended period of time could adversely impact aoto
performance. When an account exceeds MSSB’s pagen
and duration guidelines for these assets, we wilse charging
you an advisory fee on the portion of those asthetsexceeds
our internal guidelines for so long as such portxeeeds the
guidelines.

Policies and Procedures Relating to Voting Client&urities
Electing Who Votes Proxies. If you have an account in the
PM, GPM, or ETF programs, you may elect to:

e retain the authority and responsibility to vote »ies for
your account

» delegate discretion to vote proxies to a third yddther
than MSSB) or

e if your account assets are custodied with MSSB GIMC
authorize us to vote proxies for such securitied @teive
related materials.

Unless you authorize us to vote proxies, we witivfard to you
any proxy materials that we receive for securitiesyour
account. Unless we vote proxies for you, we caadetse you
on particular proxy solicitations. If we vote pregifor you, you
cannot instruct us on how to cast any particulae vo

We will not provide advice or take action with respto legal
proceedings (including bankruptcies) relating te securities in
your account, except to the extent required by law.

MSSB’s Proxy Voting Policies and Procedure$his section
only applies if you authorize us to vote proxiesyomur behalf.
If you do so, you cannot instruct us on how to eamst particular
vote.

To assist us in our proxy voting responsibilitiese have
engaged ISS, a third party provider of corporateegeance
services. ISS provides in-depth research, anabsis voting
recommendations, as well as vote execution, auwditamd
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process ensures that we vote in clients’ best éster and
insulates our voting decisions from conflicts deiests.

If ISS cannot make a proxy vote recommendation:

e SB Channel accounts:
same proportion as the votes cast by other shatefsol
(also known as “echo voting”) and

* MS Channel accounts and Converted Accounts:
abstains on behalf of MSSB.
abstention is not possible ISS refers the votégovbte
to the Proxy Voting Committee.

We have established a Proxy Voting Committee widmiers
designated by MSSB management. The Proxy Voting
Committee has the authority to amend MSSB'’s progying
policies and procedures. The Proxy Voting Committeeets
periodically to review generally its proxy votingljies and
procedures, and to address any outstanding or apprdxy
voting issues.

While MSSB'’s policy is to vote proxies solely iniesits’ best
interests, proxy votes cast by the Proxy Voting Guttee may
also benefit other clients of MSSB or its affiliatéincluding
investment banking or other clients with whom MS8Bits
affiliates has significant client relationships).

The Proxy Voting Committee may abstain from votifidbased
on factors such as expense or difficulty of exexcisdetermines
that this best serves clients’ interests.

ISS enters proxies we cast on clients’ behalf edeatally into
ISS’ system.

You may obtain from your Financial Advisor, on regti

« a complete copy of MSSB’s proxy voting policies and
procedures (including a copy of ISS’ policy guidet and
vote recommendations in effect from time to time) o

< information on how proxy votes have been cast ouryo
behalf during the prior annual period.

We retain books and records relating to our proxting
activities on behalf of client accounts as requivgdaw.

ltem 7: Client Information Provided to
Portfolio Managers

The Financial Advisor is the portfolio manager liree programs
described in this brochure. The Financial Advisas access to
the information you provide at account opening. the PM,
GPM and ETF programs, this includes informatiortha client
profile and investment questionnaire you complat@art of the
account opening process.

ISS votes the shares in the

ISS
In cases where an



Item 8: Client Contact with Portfolio
Managers

In the programs described in this brochure, you roagtact
your Financial Advisor at any time during normalsmess
hours.

Item 9: Additional Information

Disciplinary Information

This section contains
disciplinary events.

information on certain legahd

In this section, “MSDW” means Morgan Stanley DW .Ina
predecessor broker-dealer of MS&Co. and registaregstment
adviser that was merged into MS&Co. in April 200MS&Co.
and CGM are predecessor broker-dealer firms of MSSB

The National Association of Securities Dealers Inc.
(“NASD") alleged that between October, 1999 and
December, 2002, MSDW violated the non-cash
compensation provisions of the NASD Conduct Ruleslér
which MSDW was prohibited from providing its Finaaic
Advisors with non-cash compensation for sales otualu
funds and variable annuities that were not basedtahsales
and equal weighting). MSDW offered rewards to its
Financial Advisors for sales of affiliated mutualnfls in
general, or particular affiliated mutual funds oertain
variable annuities. By a Letter of Acceptance, Veaiand
Consent (“LAWC") dated September 15, 2003, MSDW
agreed to (1) fines totaling $2.25 million; (2) apel its
compliance systems and procedures; and (3) retain a
independent consultant to review and make recomatems

on MSDW's supervisory and compliance procedures.

On April 28, 2003, the SEC filed a complaint allegithat
MS&Co. violated certain NASD and New York Stock
Exchange (“NYSE”) Conduct Rules (collectively, the
“Conduct Rules”) by creating conflicts of interefatr its
research analysts with respect to investment bgrdativity,
failing to adequately manage such conflicts, fgilio ensure,

in offerings where MS&Co. was the lead underwriténgt
payments made to other broker-dealers for publghin
research reports were disclosed by the issuetseirffering
documents and the other broker-dealers in theieares
reports, and failing to supervise properly its ezsh
analysts, including with respect to the ratingscepitargets
and content of the reports of senior research atmly
Without admitting or denying the substantive altemss in
the complaint, on October 31, 2003, MS&Co. consgrite
the entry of a final judgment that enjoined MS&Cmm
violating the Conduct Rules and required it to make
payments of $50 million for past conduct and alteci75
million to fund independent research. In additiM5&Co.
agreed to a number of structural changes to theatipas of
its equity research and investment banking operatio
Concurrently, MS&Co. also entered into a settlemwith
the NYSE, the NASD and the Attorney General of $tate

of New York with respect to the same conduct spetifn
the complaint. MS&Co. is also in the process ofliring
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settlements with the other state and territoriatuséies
administrators.

In 2003, Solomon Smith Barney (“SSB”), now known as
CGM, settled civil and regulatory actions brought the
SEC, the NYSE, the NASD, the Attorney General o th
State of New York (“NYAG”), and state securities
regulators, which alleged violations of certain el and
state securities laws and regulations, and ceN&8D and
NYSE rules, by SSB arising out of certain busingsstices
concerning sell-side research during 1999 to 28ad, initial
public offerings (“IPOs”) during 1996 to 2000. Thetions
alleged, among other things, that SSB publisheddinkent
research reports, permitted inappropriate influeriog
investment bankers over research analysts, anddfdib
adequately supervise the employees who engagelose t
practices. It was also alleged that SSB engagenhimoper
“spinning” of shares to executives of investmennkiag
clients and failed to maintain policies and progedu
reasonably designed to prevent the potential misofse
material non-public information in certain circurstes.
Without admitting or denying the findings, SSB cemnied to
(1) censures by NASD and the NYSE; (2) cease aststde
orders in state proceedings prohibiting SSB fromlating
certain state laws and regulations; (3) a judgrpeohibiting
SSB from violating certain laws and regulations); ¢értain
operational reforms; (5) participating in a volugtanitiative
pursuant to which SSB will no longer make allocasioof
securities in hot IPOs to accounts of executivecef§ or
directors of U.S. public companies; and (6) a paytre
$400 million.

The SEC alleged disclosure violations in connectiath
marketing arrangements between MSDW and certaimahut
fund complexes in connection with the offer ana s#lclass

B shares in certain Morgan Stanley proprietary mutunds

in the amount of $100,000 or more in a single tmatien.
The SEC also alleged that receipt of directed e
commissions as payment for such marketing arrangtme
contravened NASD Rule 2830(k). On November 17, 2003
without admitting or denying the findings, MSDW camted
to orders including a censure; a cease and desist; an
undertaking to distribute, for the benefit of cartaustomers,
$50 million dollars, consisting of disgorgement 9lu
prejudgment interest in the amount of $25 milliow aivil
penalty of $25 million. MSDW also made certain othe
undertakings including (1) preparing and distribgtcertain
disclosures and a mutual fund bill of rights; (Drmitting
certain class B shares to be converted to classafes; and
(3) retaining an independent consultant to reviewong
other things, the completeness of the disclosured a
conformity with other aspects of the order.

In 2004, the NYSE brought an administrative actdlaging
that MS&Co. and MSDW (1) failed to ensure deliverfy
prospectuses in connection with certain sales ofirgees;
(2) failed to timely and accurately file daily pragn trade
reports; (3) erroneously executed certain sell mrdm a
minus tick for securities in which MS&Co. held aosh
position; (4) failed to timely submit RE-3 in coratien with
certain matters; (5) hired certain individuals sabj to
statutory disqualification and failed to file fingeint cards



for certain non-registered employees; (6) failedctonply Smith Barney Fund Management LLC (“SBFM”) and CGM

with requirements concerning certain market-oneland relating to the appointment of an affiliated trasfgent for
limit-on-close orders; and (7) failed to reasonatlypervise the Smith Barney family of mutual funds (“Smith Bay
certain activities. MS&Co. and MSDW resolved thdiat Funds”). SBFM was an affiliate of CGM during the
on January 7, 2005, by consenting, without adngjttor applicable period.

denying guilt, to a censure, a fine of $13 millicand a
rescission offer to those clients who should haeeived a The SEC order found that SBFM and CGM willfully kated

prospectus during the period from June 2003 to eBeipér section 206(1) of the Investment Advisers Act of4Q9
2004. (“Advisers Act”). Specifically, the order found th&BFM
and CGM knowingly or recklessly failed to disclogethe

In January 2005, the SEC filed a complaint in fatleourt Boards of the Smith Barney Funds in 1999 when psiygpa
alleging that, during 1999 and 2000, MS&Co. viothte new transfer agent arrangement with an affiliatexhdfer
Regulation M by attempting to induce certain custcsmwho agent that: First Data Investors Services GroupirgtF
received allocations of IPOs to place purchase rerder Data”), the Smith Barney Funds’ then-existing tfanagent,
additional shares in the aftermarket. The SEC didatiege had offered to continue as transfer agent and dos#me

fraud or impact on the market. On January 25, 2005, work for substantially less money than before; @itihroup
MS&Co. agreed to the entry of a judgment enjoining Asset Management (“CAM”), the Citi business unitatth

MS&Co. from future violations and the payment of$40 includes the Smith Barney Funds’ investment manager
million civil penalty. The settlement terms recealveourt other investment advisory companies, had entertedairside
approval on February 4, 2005. letter with First Data under which CAM agreed to
recommend the appointment of First Data as sulsfiean
In March 2005, the SEC entered an administrativie Gaase agent to the affiliated transfer agent in exchargmong
and desist order against CGM for two disclosurtufas by other things, for a guarantee by First Data of Higec
CGM in offering and selling mutual fund shares.sHyr, amounts of asset management and investment baféddéado
CGM received from mutual fund advisers and distobsi CAM and CGM. The order also found that SBFM and CGM
revenue sharing payments, in exchange for which CGM willfully violated section 206(2) of the AdviserscA by
granted mutual funds preferential sales treatrmEmé. order virtue of the omissions discussed above and other
found that CGM did not adequately disclose its newse misrepresentations and omissions in the materralgged to
sharing program to its clients, in violation of tBecurities the Smith Barney Funds’ Boards, including the failuo
Act of 1933 (“Securities Act”) and Rule 10b-10 undbe make clear that the affiliated transfer agent waadd a high
Securities Exchange Act of 1934 (“Exchange Act”). profit for performing limited functions while FirsData
Secondly, on sales of Class B mutual fund sharesriounts continued to perform almost all of the transfer rage
aggregating $50,000 or more, the order found tHaMCin functions, and the suggestion that the proposeahgement
violation of the Securities Act, failed to discloadequately was in the Smith Barney Funds’ best interests dad mo
at the point of sale that such shares were suljetigher viable alternatives existed. SBFM and CGM did raré or
annual fees. These fees could have a negative tmpac deny any wrongdoing or liability. The settlement diot
client investment returns, depending on the amawrsted establish wrongdoing or liability for purposes afyaother

and the intended holding period. The SEC order weqas proceeding.

CGM, required CGM to cease and desist from future

violations of the applicable provisions, and reqdiCGM to The SEC censured SBFM and CGM and ordered them to

pay a $20 million penalty. cease and desist from violations of sections 20&(1d
206(2) of the Advisers Act. The order required @itipay

In March 2005, the NASD censured and fined CGM with  $208.1 million, including $109 million in disgorgemt of

respect to CGM’s offer and sale of Class B and <l@s profits, $19.1 million in interest, and a civil menpenalty of

mutual fund shares during 2002 and the first sixithe of $80 million. Approximately $24.4 million has alreatieen

2003. The NASD found that CGM either had not adegjya paid to the Smith Barney Funds, primarily throughe f

disclosed at the point of sale, or had not adetyuate waivers. The remaining $183.7 million, includingeth

considered in connection with its recommendatianslients penalty, has been paid to the U.S. Treasury.

to purchase Class B and Class C shares, the diffesein

share classes and that an equal investment in Blatsres The order required SBFM to recommend a new trarafent
generally would have been more advantageous for the contract to the Smith Barney Fund Boards within @189s of
clients. The NASD also found that CGM’s supervisand the entry of the order; if a Citi affiliate subneitt a proposal
compliance policies and procedures regarding Chsnd to serve as transfer agent or sub-transfer agent, a
Class C shares had not been reasonably designeastoe independent monitor must be engaged at the expehse
that SB Financial Consultants consistently providddquate SBFM and CGM to oversee a competitive bidding pssce
disclosure of, or consideration to, the benefitshef various Under the order, Citi also must comply with an adwesh
mutual fund share classes as they applied to icdali version of a vendor policy that Citi institutedAugust 2004.
clients. The NASD censured CGM and required CGMayp That policy, as amended, among other things, regquinat

a $6.25 million fine. when requested by a Smith Barney Fund Board, CAM wi

retain at its own expense an independent consudtipgrt to
On May 31, 2005, the SEC issued an order in coiorect advise and assist the Board on the selection tdiceservice
with the settlement of an administrative proceedigginst providers affiliated with Citi.
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In a LAWC dated August 1, 2005, the NASD found that
MSDW failed to establish and maintain a supervisory
system, including written procedures, reasonabgigieed to
review and monitor MSDW's fee-based brokerage tassin
between January 2001 and December 2003. Without
admitting or denying the allegations, MSDW consénte

the described sanctions and findings and was cedsamnd
fined $1.5 million, and agreed to the payment efitetion to
3,549 customers in the total amount of approxinya$al.7
million, plus interest.

The SEC alleged that MS&Co. violated the Exchangeby
inadvertently failing to timely produce emails thet SEC
staff pursuant to subpoenas in the SEC'’s invesbiganto
MS&Co.’s practices in allocating shares of stockR®s and
an investigation into conflicts of interest betwdd8&Co.’s
research and investment banking practices. Without
admitting or denying the allegations, MS&Co. corisdrio a
final judgment on May 12, 2006 in which it was pamantly
restrained and enjoined from violating the Exchawrgg.
MS&Co. agreed to make payments aggregating $15%omjll .
which amount was reduced by $5 million contempooassy
paid by MS&Co. to the NASD and the NYSE in related
proceedings. MS&Co. also agreed to notify the SHt@,
NASD and the NYSE that it has adopted and impleetnt
policies and procedures reasonably designed to rensu
compliance with the Exchange Act. MS&Co. also adree
provide annual training to its employees respoesifdr
preserving or producing electronic communicationsd a
agreed to retain an independent consultant to wedad
comment on the implementation and effectivenesshef
policies, procedures and training.

On June 27, 2006, the SEC announced the initicdiot
concurrent settlement of administrative cease aedist
proceedings against MS&Co. and MSDW for failing to
maintain and enforce adequate written policies and
procedures to prevent the misuse of material ndigpub
information. The SEC found that from 1997 throud)0@,
MS&Co. and MSDW violated the Exchange Act and the
Advisers Act by failing to (1) conduct any surveilce of a
number of accounts and securities; (2) provide aaey -
guidance to MS&Co.’s and MSDW'’s personnel chargét w
conducting surveillance; and (3) have adequateraisntn
place with respect to certain aspects of “Watcht’Lis
maintenance. The SEC'’s findings covered differergaa
from the 1997 through 2006 time period. MS&Co. and
MSDW were ordered to pay a civil money penalty 6D$
million and agreed to enhance their policies amt@dures.

On August 21, 2006, MS&Co. and MSDW entered into a
LAWC relating various finds that, at various timastween
July 1999 and 2005, MS&Co. violated a number of NDAS
and SEC rules. The violations related to areasidicy trade
reporting through the Nasdagq Market Center (forynerl
Automated Confirmation Transaction Service (ACT)ade
Reporting and Compliance Engine (TRACE) and Order
Audit Trail System (OATS); market making activijes
trading practices; short sales; and large optioasitipns
reports. The NASD also found that, at various tirdasng
December 2002 and May 2005, MSDW violated NASDsule .
and Municipal Securities Rulemaking Board (“MSRB)es
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related to areas including trade reporting throtgbACE,
short sales, and OATS. The NASD further found that,
certain cases, MS&Co. and MSDW violated NASD Rule
3010 because their supervisory systems did not igeov
supervision reasonably designed to achieve congdiavith
securities laws, regulations and/or rules.

Without admitting or denying the findings, MS&Cond
MSDW consented to the LAWC. In the LAWC, MS&Co.
and MSDW were censured, required to pay a mondiiaey

of $2.9 million and agreed to make restitution e parties
involved in certain transactions, plus interesbnfrthe date
of the violative conduct until the date of the LAWC
MS&Co. and MSDW also consented to (1) revise their
written supervisory procedures; and (2) provideport that
described the corrective action that they compléigihg the
year preceding the LAWC to address regulatory issared
violations addressed in the LAWC, and the ongoing
corrective action that they were in the processoofipleting.

On May 9, 2007, the SEC issued an Order (“May 2007
Order”) settling an administrative action with MS&CIn
this matter, the SEC found that MS&Co. violateddtgy of
best execution under the Exchange Act. In particulae
SEC found that, during the period of October 240120
through December 8, 2004, MS&Co.'s proprietary rmeérk
making system failed to provide best execution ¢otain
retail OTC orders. In December 2004, MS&Co. remotresl
computer code in the proprietary market-makingesysthat
caused the best execution violations. MS&Co. coteskn
without admitting or denying the findings, to a sere, to
cease and desist from committing or causing future
violations, to pay disgorgement of approximately.9%5
million plus prejudgment interest on that amounmig 0 pay

a civil penalty of $1.5 million. MS&Co. also conged to
retain an Independent Compliance Consultant toevevts
policies and procedures in connection with its m&rkaking
system’s order handling procedures and its contelbing

to changes to those procedures, and to developter Ipéan

of distribution.

On July 13, 2007, the NYSE issued a Hearing Board
Decision in connection with the settlement of afoerement
proceeding brought in conjunction with the New @&grs
Bureau of Securities against CGM. The decision kbt
CGM failed to (1) adequately supervise certain bhan
offices and Financial Advisors who engaged in déeep
mutual fund market timing on behalf of certain ot from
January 2000 through September 2003 (in both Etami
and non-proprietary funds); (2) prevent the Finahci
Advisors from engaging in this conduct; and (3) mand
keep adequate books and records. Without admitting
denying the findings, CGM agreed to (a) a censy(bg;
establishing a $35 million distribution fund forsdbrgement
payments; (c) a penalty of $10 million (half to jme&d to the
NYSE and half to be paid to the distribution funj) a
penalty of $5 million to be paid to the State ofvNéersey;
and (e) appointing a consultant to develop a plarpay
CGM's clients affected by the market timing.

On September 27, 2007, MS&Co. entered into a LAW w
the Financial Industry Regulatory Authority (“FINRA



FINRA found that, from October 2001 through Mard@03,
MSDW provided inaccurate information to arbitration
claimants and regulators regarding the existencepref
September 11, 2001 emails, failed to provide sumhils in
response to discovery requests and regulatory riegyi
failed adequately to preserve books and recorasfailed to
establish and maintain systems and written proesdur
reasonably designed to preserve required records tan
ensure that it conducted adequate searches innespo
regulatory inquiries and discovery requests. FINRKO
found that MSDW failed to provide arbitration claints
with updates to a supervisory manual in discoveoynflate
1999 through the end of 2005. MS&Co. agreed, withou
admitting or denying these findings, to establish$@&5
million fund for the benefit of potentially affectearbitration
claimants. In addition, MS&Co. was censured anccedrto
pay a $3 million regulatory fine and to retain adependent
consultant to review its procedures for complyingthw
discovery requirements in arbitration proceedirgating to .
its retail brokerage operations.

On October 10, 2007, MS&Co. became the subjectnof a
Order Instituting Administrative and Cease-And-3ési
Proceedings (“October 2007 Order”) by the SEC. The
October 2007 Order found that, from 2000 until 2005
MS&Co. and MSDW failed to provide to their retail
customers accurate and complete written trade reoafions

for certain fixed income securities in violation dhe
Exchange Act and MSRB rules. In addition, MS&Co.swa
ordered to cease and desist from committing oringusny
future violations, and was required to pay a $7.i8ian
penalty and to retain an independent consultantetgew
MS&Co.’s applicable policies and procedures. MS&Co.
consented to the issuance of the October 2007 Qvitdleout -
admitting or denying the SEC'’s findings.

On December 18, 2007, MS&Co. became the subjeetnof
Order Instituting Administrative Cease-and-Desist
Proceedings (“December 2007 Order”) by the SEC. The
December 2007 Order found that, from January 20&# u
August 2003, MSDW (1) failed to reasonably superfisur
Financial Advisors, with a view to preventing anetetting
their mutual fund market-timing activities and (2plated
the Investment Company Act of 1940 by allowing ripl
mutual fund trades that were placed or amended #ite
close of trading to be priced at that day’s closimay asset
value. The December 2007 Order also found thatn 2600
through 2003, MSDW violated the Exchange Act by not
making and keeping records of customer orders glafer
the market close and orders placed for certain édidgd
customers in variable annuity sub-accounts. Without
admitting or denying the SEC's findings, MS&Co. eed to

a censure, to cease and desist from future violataf the
applicable provisions, to pay a penalty of appratety
$11.9 million, to disgorge profits related to theading
activity (including prejudgment interest) of approately
$5.1 million and to retain an independent distridut
consultant.

In May 2005, MS&Co. and MSDW discovered that, from
about January 1997 until May 2005, their orderyesyistems
did not check whether certain secondary market rigexs
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transactions complied with state registration rezguents
known as Blue Sky laws. This resulted in the imgrogale
of securities that were not registered in 46 shat territorial
jurisdictions. MS&Co. and MSDW conducted an intdrna
investigation, repaired system errors, self-regbrtthe
problem to all affected states and the New Yorkckto
Exchange, identified transactions which were exagtuh
violation of the Blue Sky laws, and offered resiciasto
affected customers. MS&Co. settled the state regula
issues in a multi-state settlement with the 46 caéfg state
and territorial jurisdictions. Under the settlemelS&Co.
consented to a cease and desist order with, aetdgo pay
a total civil monetary penalty of $8.5 million te llivided
among, each of the 46 state and territorial jucisoins. The
first order was issued by Alabama on March 19, 2G0®i
orders are expected to be issued by subsequess stadr the
coming months.

On August 13, 2008, MS&Co. agreed on the generaidef
a settlement with the NYAG and the Office of thkénbis
Secretary of State, Securities Department (“Il&ipi(on
behalf of a task force of the North American Sd@si
Administrators Association (“NASAA")) with respetd the
sale of auction rate securities (“ARS”). MS&Co. een,
among other things, to repurchase at par approgim&d.5
billion of illiquid ARS held by certain clients d1S&Co.
which were purchased prior to February 13, 2008.
Additionally, MS&Co. agreed to pay a total fine B85
million. Final agreements were entered into with MYAG
on June 2, 2009 and with Illinois on September20D9. The
lllinois agreement serves as the template for ageeds with
other NASAA jurisdictions.

On November 13, 2008, in connection with the settliet of

a civil action arising out of an investigation etSEC into
CGM's underwriting, marketing and sale of ARS, CGM,
without admitting or denying the allegations of t8&C'’s
complaint, except as to those relating to persandl subject
matter jurisdiction, which were admitted, consentedthe
entry in the civil action of a Judgment As To Defant
Citigroup Global Markets Inc. (“November 2008
Judgment”). Thereafter, on December 11, 2008, tBE S
filed its civil action in the federal district cdufor the
Southern District of New York (“Court”). The Novemb
2008 Judgment, which was entered on December 28 @D
permanently enjoined CGM from directly or indirgctl
violating section 15(c) of the Exchange Act; (iijopides
that, on later motion of the SEC, the Court is &edmine
whether it is appropriate to order that CGM pay idil c
penalty pursuant to section 21(d)(3) of the Excleafgt, and

if so, the amount of the civil penalty; and (iiijdered that
CGM'’'s Consent be incorporated into the November8200
Judgment and that CGM comply with all of the undkirigs
and agreements in the Consent, which include aer tifbuy
back at par certain ARS from certain customers. $RE'’s
complaint alleged that (1) CGM misled tens of trends of
its customers regarding the fundamental naturendf risks
associated with ARS that CGM underwrote, marketed a
sold; (2) through its financial advisers, salesspanel and
marketing materials, CGM misrepresented to custertiat
ARS were safe, highly liquid investments comparatie
money market instruments; (3) as a result, nume@GM



customers invested in ARS funds they needed to hawe brokerage and research services

available on a short-term basis; (4) in mid-Febyu2008,
CGM decided to stop supporting the auctions; andaéba
result of the failed auctions, tens of thousandsC&M
customers held approximately $45 billion of iliuARS,

instead of the liquid short-term investments CGMd ha ,

represented ARS to be. CGM reached substantiathjlasi
settlements with the NYAG and the Texas State Stéesir
Board (“TSSB”), although those settlements
administrative in nature and neither involved thied of a
civil action in state court. The settlements witie tNYAG
and the TSSB differed somewhat from the settlemwetit
the SEC in that the state settlements (a) madénfisdthat
CGM failed to preserve certain recordings of tetaphcalls
involving the ARS trading desk; and (b) required NC@o
refund certain underwriting fees to certain muratijgsuers.
In addition, as part of the settlement with New K,0€EGM
paid a civil penalty of $50 million. CGM also agdeén
principle to pay to states other than New York withich it
enters into formal settlements a total of $50 willi CGM
paid $3.59 million of this $50 million to Texas part of the
settlement with that state. CGM expects it will alea
settlements with the remaining states.

On March 25, 2009, MS&Co. entered into a LAWC with
FINRA. FINRA found that, from 1998 through 2003,

MSDW failed to reasonably supervise the activitidswo
Financial Advisors in one of its branches. FINRAifid that
these Financial Advisors solicited brokerage angstment
advisory business from retirees and potential gesr of
certain large companies by promoting unrealistiegtment
returns and failing to disclose material informati¢-INRA
also held that MS&Co. failed to ensure that theusées and

accounts recommended for the retirees were properl

reviewed for appropriate risk disclosure, suitapiind other
concerns. MS&Co. consented, without admitting onydteg
the findings, to a censure, a fine of $3 milliondaestitution
of approximately $2.4 million plus interest to 96rrher
clients of the Financial Advisors.

MSSB’s Form ADV Part 1 contains further informatiabout its
disciplinary history, and is available on requestnf your
Financial Advisor

Other Financial Industry Activities and Affiliation s

Bank Holding Company Act of 1956.
of MSSB.

Citi indirecttyvns 49%
Both Morgan Stanley Parent and Citi

corporations whose shares are publicly held andettaon the
New York Stock Exchange.

Activities of Morgan Stanley Parent and Citi. Morgan Stanley
Parent and Citi are both global firms engagingpulgh their
various subsidiaries, in a wide range of financéarvices
including:

securities underwriting, distribution, trading, mer,
acquisition, restructuring, real estate, projeciafice and
other corporate finance advisory activities

merchant banking and other principal investmeriviiets
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asset management

trading of foreign exchange, commodities and stmect
financial products and

global custody, securities clearance services,saudrities
lending.

Weregroker-Dealer and FCM RegistrationsAs well as being a

registered investment advisor, MSSB is register®a doroker-
dealer and a futures commission merchant.

Restrictions on Executing Trades. As MSSB is affiliated with
MS&Co., Citi and their affiliates, the following strictions
apply when executing client trades:

These

MSSB, MS&Co. and Citi generally do not act as pipat
in executing trades for MSSB investment advisoligntb
(except to the extent permitted by a program aadatv).

Regulatory restrictions may limit your ability taighase,
hold or sell equity and debt issued by Morgan Stanl
Parent, Citi and their affiliates in some advisprggrams.

Certain regulatory requirements may limit MSSB’sligb
to execute transactions through alternative exesuti
services (e.g., electronic communication networksd a
crossing networks) owned by MSSB, MS&Cao., Citi beit
affiliates.

restrictions may adversely aoto

impact client

performance.

Related Investment Advisors and Other Service Pdeavs.
MSSB has related persons that are the investmarnsed to

mutual
%fncluding Morgan Stanley Investment Management .,Inc

funds in various investment advisory progam

Morgan Stanley Investment Advisors Inc. and Mor@ianley

Investment Management Limited).

If you invest yagsets in

an affiliated mutual fund, MSSB and its affiliatesrn more
money than if you invest in an unaffiliated mutuaind.
Generally, for ERISA or other retirement accourt4SSB
rebates or offsets fees so that MSSB complies W&& and
Department of Labor rules and regulations.

Morgan Stanley Investment Advisors Inc., its whobtiywned
subsidiary Morgan Stanley Services Company Ind, lprgan
Stanley Investment Management Inc. serve in varagssory,
Morgan Stanley Parent indirectly owns 51% of MSSB.management, and administrative capacities to open-and
Morgan Stanley Parent is a financial holding conypander the

closed-end investment companies and other porsfgsome of
which are listed on the NYSE).

are

Morgan Stanley Distributors Inc. serves as distabdor these
open-end investment companies, and has enteredséieated
dealer agreements with MSSB and affiliates. Mor&ianley
Distributors Inc. also may enter into selected eleagreements

with other dealers.

Under these agreements, MSSB an

affiliates, and other selected dealers, are conggeddor sale of
fund shares to clients on a brokerage basis, andhfareholder
servicing (including pursuant to plans of distribautadopted by
the investment companies pursuant to Rule 12b-leurtte
Investment Company Act of 1940).



Morgan Stanley Trust FSB, an affiliate of MSSB, vesr as
transfer agent and dividend disbursing agent fafrestment
companies advised by Morgan Stanley Investment gagilnc.
and other affiliated investment advisers and magixe annual
per shareholder account fees from or with respe¢hém and
certain nonaffiliated investment companies.

Related persons of MSSB act as general partneringdrative
agent or managing member in a number of funds imctwh
clients may be solicited in a brokerage or advistapacity to
invest.  These include funds focused on private itgqu
investing, investments in leveraged buyouts, ventoapital
opportunities, research and development ventuess, estate,
managed futures, hedge funds, funds of hedge fandsother
businesses.

See Item 4.C above for a description of cash svimegstments
managed or held by related persons of MSSB.

See Item 6.B above for a description of variousfloda of
interest.

Code of Ethics

The MSSB US Investment Advisory Code of Ethics (€9
applies to MSSB’s employees, supervisors, offiegrs directors
engaged in offering or providing investment adwsproducts
and/or services (collectively, the “Employees”).dssence, the
Code prohibits Employees from engaging
transactions or activities that involve a materi@nflict of
interest, possible diversion of a corporate opputyy or the
appearance of impropriety. Employees must alwageeplthe
interests of MSSB’s clients above their own and tmever use
knowledge of client transactions acquired in therse of their
work to their own advantage. Supervisors are reguio use
reasonable supervision to detect and prevent amhatidns of
the Code by the individuals, branches and depatsribat they
supervise.

The Code generally operates to protect againstlictnfof
interest either by subjecting Employee activities specified
limitations (including pre-approval requirements)r dy
prohibiting certain activities. Key provisions ohet Code
include:

in  securitie

« Employees cannot enter into a lending arrangeméiht av
client (unless they receive prior written approfram their
supervisor and MSSB’s Compliance Department).

MSSB maintains a “Restricted List” of issuers fonigh it
may have material non-public information or othenflicts
of interest. Employees cannot, for themselves airth
clients, trade in securities of issuers on the tRaed List”
(unless they receive prior written approval frome th
Compliance Department).

« Certain Employees, because of their potential acteaon-
public information, must obtain their supervisonstior
written approval before executing certain secsitie
transactions for their personal securities accourth
Employees must also follow special procedures for
investing in private securities transactions.

* Certain Employees are subject to further restmistion their
securities transaction activities. PM Financial &dvs, and

Global Investment Solutions managers and their team

members and sales assistants, may not trade in dei

accounts (or certain accounts in which they or teela
persons have an interest) in the same securithersame
day as they execute advisory clients’ trades. Tgaihe
derivatives of the security are also prohibitedtoa trade
date.

However, in the programs described in this brochure
Financial Advisors may trade their own (and family)
accounts at the same time as they execute cliadedrif
they aggregate these trades with client trades.ey Thay
thereby acquire, and compete for, positions orr@sts in
the same securities as their clients which maycafthe
security’s price, which constitutes a conflict aftarest.
While Financial Advisors are required to execute
transactions in a manner that is fair and equitabléheir
clients over time, client accounts may at timesnugrectly
negatively impacted when Financial Advisors alsalér for
their own accounts. We address this conflict tscldising
it to you. Please ask your Financial Advisor iuywould
like more information on the Financial Advisor'saptices
in this respect.

You may obtain a copy of the Code of Ethics fromuryo
Financial Advisor.

* An Employee who wishes to conduct business activity

outside of his or her employment with MSSB, regesd|of

Reviewing Accounts

whether that Employee receives compensation fos thiAt account opening, your Financial Advisor must westhat,

activity, must first obtain written authorizatiorofn his or

her supervisor. (Outside activities include servimg an
officer or director of a business organization on+profit

entity, and accepting compensation from any person
organization other than MSSB.)

» Employees are generally prohibited from giving @eiving
gifts or gratuities greater than $100 per recipigmr
calendar year to or from persons or organizatiofith w
which MSSB has a current or potential
relationship, clients, or persons connected witlotler
financial institution, a securities or commoditieschange,
the media, or a government or quasi-governmentéiyen
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businesdnvestment objectives have changed.

and the Financial Advisor's Branch Manager confirtimat, the
account and the investment style are suitable tmests for
you.

Your Financial Advisor is then responsible for ewing your
account on an ongoing basis. Your Financial Adviemay

adjust your portfolio at any time according to metrkonditions.
Your Financial Advisor will ask you at least anriyaf your

If your objestchange,
your Financial Advisor will modify your portfoliootbe suitable
for your needs.

The Portfolio Management Group reviews accountdy d
determine if any investments are outside the pragyaidelines



and, if so, requires your Financial Advisor and i&ta Manager
to bring your account within the guidelines.

See Item 4.A above for a discussion of accountestants,
Investment Monitors (SB Channel) and Quarterly &enfince
Reports (MS Channel).

Client Referrals and Other Compensation
See “Payments from Mutual Funds” in Item 6.B above.

MSSB’s Professional Alliance Group program allowertain
unaffiliated third parties to refer clients to MSSBIf the client
invests in an investment advisory program, MSSBsphg third
party an ongoing referral fee (generally about 28%he portion
of the client fee that MSSB would otherwise allecab the
Financial Advisor). MSSB may pay a fee greatetess than
25% depending on the facts and circumstances of
relationship.

Financial Information

MSSB is not required to include a balance sheétigmbrochure
because MSSB does not require or solicit prepayroémbore
than $1,200 in fees per client, six months or nir@dvance.

MSSB does not have any financial conditions thatraasonably
likely to impair its ability to meet its contractusommitments to
clients.

MSSB and its predecessors have not been the subjeat
bankruptcy petition during the past 10 years.

the
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Exhibit: Affiliated Money Market Funds Fee Disclosure Statement
and Float Disclosure Statement
(APPLIES ONLY TO MS CHANNEL AND CONVERTED RETIREMENT PLAN ACCOUNTS AND CESAS)

Sweep Vehicles in Retirement Accounts and CESAsS

Since the dates below (“Effective Dates”), thedualing “Retirement Plan Accounts” (IRAs, EBT, RPMda¥IP accounts)
and Coverdell Education Savings Accounts (“CESAwye generally been effecting temporary sweep acimns of new
uninvested cash balances into Deposit Accountbléestiad under the Bank Deposit Program:

e September 17, 2007 for “IRAS” (e.g., Traditional, Roth, Rollover, SEBAR-SEP, SIMPLE), and
» May 19, 2008 for the remaining Retirement Plan Accounts (EBT, RPM and VIP accounts) and CESAs.

Before the Effective Dates, MSSB effected such gwesnsactions using the Morgan Stanley money ndukels listed in
the table below as follows:

o0 IRAs or CESAs in advisory programs swept into therghn Stanley Liquid Asset Fund Inc. (“ILAF") and

o all other Retirement Plan Accounts in advisory papgs swept into one or a number of different pretary mutual
funds (which could have included ILAF) dependingtia type of account and the advisory program.

As of the Effective Dates, any existing balancethese Morgan Stanley money market funds remaimdioki funds, pending
use for account charges and other purposes. Therehese accounts could still maintain cash loaksin these funds.

Now, as an alternative to the Deposit Account, Ratient Plan Accounts and CESAs can choose to swiaep ILAF or
the Morgan Stanley U.S. Government Money Market Sty*SGMT").

For Retirement Plan Accounts that swept into atidd money market funds before the Effective Datespntinued to hold
cash amounts in these funds after the Effective®at

* any fee designated in the table below as “Advideeg” received by an MSSB affiliate is offset aghithe advisory
program fees and

» any fees designated in the table as “Distributind 8ervice Fees” received by MSSB or its affiliatesredited to the
account.

Accordingly, changes in these fees over time didafiect the fees paid by Retirement Plan Accounts.

Interest Earned on Float

If MSSB is the custodian of your account, MSSB mrajain as compensation, for providing services, dlseount’s
proportionate share of any interest earned on batdinces held by MSSB (or an affiliate) with regpecassets awaiting
investment including:

* new deposits to the account (including interestdiniends) and

e uninvested assets held by the account caused mstnction to the custodian to buy and sell sé@gi(which may,
after the period described below, be automaticadlgpt into a sweep vehicle).

This interest is generally at the prevailing FetlEtads interest rate.

Generally, with respect to such assets awaitingdtment:

o when the custodian receives the assets on a dejich the NYSE is open (“Business Day”) and befive NYSE
closes, the custodian earns interest through teethe following Business Day and

o when the custodian receives the assets on a Basibeg but after the NYSE closes, or on a day wiigchot a
Business Day, the custodian earns interest thrtheglkend of the second following Business Day.

MSSB as an ERISA fiduciary

If MSSB is a fiduciary (as defined under ERISA be internal Revenue Code) with respect to the &atint Plan Account,
the table below describes the fees and expensegetht assets invested in shares of the moneyeamnarkds in which the
account invests (expressed as a percentage ofwath average daily net assets for the statedlfigear).  Note that:

* The rate of Advisory Fee and Distribution and SssviFees (including 12b-1 fees) (whether in basiatp@r dollars)
may not be increased without first obtaining shaledr approval.

» Expenses designated as “Other Expenses” includexp#nses not otherwise disclosed in the tablewkat deducted
from each fund’s assets or charged to all shareh@dcounts in the stated fiscal year (and may gdhdirom year to
year).
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These fees and expenses may be paid to MSSB aaiilittes for services performed. The aggregat®unt of these fees
is stated in the tables below. The amounts of esgeideducted from a fund’s assets are shown infeadrs statement of
operations in its annual report.

Morgan Stanley Investment Management (and/or fifaaés) may, from time to time, waive part of iglvisory fee or
assume or reimburse some of a fund’s operatingrsqgse (This may be for a limited duration.) Suctioas are noted in
the fund’s prospectus and/or statement of additiofarmation. The table below shows the Total Aah&und Operating
Expenses (before management fee waivers and/onsgpeimbursements) and the Total Annual Fund @ipgr&xpenses
After Fee Waivers and/or Expense Reimbursements.

MSSB believes that investing in shares of the fufodssweep purposes may be appropriate for Retinéiéans because
using professionally managed money market fundsiallyou to access cash on an immediate basis, puleding a rate
of return on your cash positions pending investmaAatis typical of such arrangements, we use offiljaded money funds
for this purpose.

MSSB also believes that investing a Retirement’Blassets in the Deposit Accounts may also be apiate. Terms of the
Bank Deposit Program are further described in taekBDeposit Program Disclosure Statement, whichbleas provided to
you with your account opening materials.

The fund expense information below reflects the tmesent information available to us as of March3W12, and is subject

to change. Please refer to the funds’ current musises, statements of additional information amtbal reports for more
information.

Total Annual Fund

Total Annual  Operating Expenses
Distribution Fund After Fee Waivers

Advisory and Service Other Operating and/or Expense
Fund Fee Fees Expenses Expenses Reimbursements
Active Assets Money Trust 0.29% 0.10% 0.08% 0.47% .26%
Active Assets Government Securities
Trust 0.45% 0.10% 0.13% 0.68% 0.18%
Active Assets Institutional Government
Securities Trust 0.10% None 0.08% 0.18% 0.17%
Active Assets Institutional Money Trust 0.10% None 0.08% 0.18% N/A
Morgan Stanley Liquid Asset Fund Inc. 0.27% 0.10% 2100 0.58% 0.25%
Morgan Stanley U.S. Government
Money Market Trust 0.44% 0.10% 0.16% 0.70% 0.21%

22



