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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

programs previously provided by MS&Co. and gengrall

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

MSSB offers clients (“client”, “you” and “your”) nrey different

advisory programs. Many of MSSB’s advisory servica®

provided by its Consulting Group (“CG”) businesstun Some

advisory programs offered in the SB Channel and Giannel

are very similar to each other and may have differeames
based on the channel in which they are offered. heOt
programs may have the same name in both channélshéu
program details may differ in some respects betwésn

channels. Some programs are available only in avannel.

You may obtain brochures for other MSSB investraghtisory

programs at www.smithbarney.com/ADV or by askinguyo
Financial Advisor.

MSSB is in the process of merging the SB Channel &S
Channel advisory programs. Until the programs mectjents’
assets will be custodied at either CGM (for SB Clgrlients)
or MSSB (for MS Channel clients). However, in flregrams
described in this brochure a third party trust campis the
custodian.

In addition, we anticipate that in 2012, the SB @& and MS
Channel will cease operating as separate channéels/él begin
operating as a single channel on one platform, kvhiitl at least

initially be substantially similar to the channeldaplatform on
which the MS Channel currently operates. This eosion of
the SB Channel and the MS Channel will be refetceds the
“Conversion.” Accounts operating on this platformillwbe
referred to as “Converted Accounts.”

We anticipate that the Conversion will occur inetar‘Cuts”
during 2012, each of which will impact the clieatsd accounts
of certain SB Channel branch offices. MSSB wiltifyoyou if
and when your account will be converted (and ofiamact that
the conversion will have on your account), prior &my
Conversion Cut that impacts you.

A. General Description of Programs and
Services

SMITH BARNEY COLLECTIVE FUNDS ASSET
ALLOCATION PROGRAM (SB Channel — Closed to
New Investors)

The Smith Barney Collective Fund Asset Allocatiorogram
(“CFAA") is sponsored by CG and offered jointly ttugh First
State Trust Company (“FSTC”) and MSSB. Under theA&
program, a Plan that is investing (or intends tegt) assets in
the collective funds may engage MSSB to provide Bhen
participants (“Participants”) with recommendatiormn the
allocation of their Plan assets among certain ctille funds
available under in the CFAA program. To participatethe
CFAA program, a Plan must select for its investmaatform
certain collective funds designated by MSSB as &ssét
Allocation Group.” The CFAA program is not availabf a
Plan offers investment options to its Participaimtscollective
funds that are not part of an Asset Allocation GxoGurrently,
the Asset Allocation Groups do not include anyhe tollective
funds that MSSB considers balanced funds (the ‘el
Funds"). A Plan may make available to its Partioig one or
more of the Balanced Funds and still participatehia CFAA
program.  However, MSSB will not take into accowaty
Balanced Fund offered by the Plan when providingegs
allocation recommendations to Participants.

All the collective funds are sub-advised by recagdiinstitutional
investment management firms. FSTC's Investment iGittee
selects each sub-advisor taking into consideratiesearch
provided by the Consulting Group Investment AdviBasearch
department (“CG IAR”"). This process includes aaraation
of the firms' investment process, portfolio managemteam,
business structure and performance, among otheriari CG
IAR regularly monitors and reviewed each sub-advisoensure
they continue to maintain the level of investmemdldy for which
it was initially hired.

Participant Recommendations

The Participant Investment Planner Questionnaire.  Each
eligible plan participant may complete a questiormawhich
requests information on the participant’s then enirage, salary,
years to retirement, risk tolerance and certaieoithformation.

The Participant Investment Planner. MSSB will provide each
participant that completes a questionnaire with aatigipant
investment planner report (“PIP”). The PIP will ntain,




among other things, MSSB’s advice, based on thernmdtion
contained in the questionnaire, as to an appr@p@bcation
(the “MSSB Recommended Allocation”) of the plan edss
attributable to that participant among the Spof&Erommended
Funds.

If a participant’s risk profile or any other circstances relevant to
the MSSB Recommended Allocation changes, the paatit may
complete a new PIP questionnaire, in which eventSBISwill
issue a new MSSB Recommended Allocation, apprepfatthe
participant's changed circumstances.

From time to time MSSB may determine that, becaake
changed market or other conditions, it is appraeria revise the
Recommended Allocation previously made to Partitipa If
MSSB has an arrangement with a Plan’s record keéber
“Record Keeper”) pursuant to which MSSB allows tRecord
Keeper access to certain information maintainedVi86B (or
its agents) regarding Recommendations made to tha'sP
Participants (an “Information Sharing ArrangementfiSSB
will communicate the revised Recommendations toRkeeord
Keeper, who will then have sole responsibility
communicating them to Participants. In cases whane
Information Sharing Arrangement does not exist, RASSill
make available to Participants that have completed
guestionnaire a revised Recommendation via anneateweb
site.

The Smith Barney Collective Funds Asset Allocatfongram is
closed to new Plans; however, employees-participarit the
current clients may open new accounts within thisgmam and
invest their plan assets in the First State Trusim@any
Collective Trust Funds.

SMITH BARNEY TRAK 401(k) Program® (SB Channel —
Closed to New Investors)

The Smith Barney TRAK 401(k) program (“TRAK 401(k)5 a
mutual fund wrap program available to Plan Paréioig
consisting of the TRAK Consulting Group Capital Metr Funds
(“CGCM"), a Stable Value Fund and a few more mutiuadd
investment options (alternative style strategiesf.onsulting
Group Advisory Services LLC (“CGAS”) advises andmages
the CGCM Funds. CGAS selects sub-advisers for eddhe
mutual fund portfolios. Although none of the subsdadrs are
affiliated with MSSB, CGAS is affiliated with MSSB.

MSSB makes available to the sponsors of definedribarion
retirement plans the TRAK 401(k) program under \whi¢SSB
or its affiliates provide investment advice to papants of the
plans (the “Advisory Service”). CG provides plaaricipants
with individualized recommendations regarding thecation of
their assets among the mutual funds available utheeplan.

Value fees and expenses are described in detaith@
prospectus(es) for the Trust.

ALL TRAK 401(K) CLIENTS SHOULD REVIEW THE
ADDENDUM RELATING TO THE DEPARTMENT OF
LABOR EXEMPTION

PROGRAM FEATURES

Investment Discretion. In the programs listed in this brochure,
neither MSSB nor any affiliated entity has any istveent
discretion over the client's account. The clienakes all
investment decisions.

Fund Managers. The sub advisers of the mutual funds or
collective funds that MSSB selects to participatéhe programs
may employ the same or substantially similar invesit
strategies, and may hold similar portfolios of istreents, in
other investment products or programs that theyagansuch as
managed account programs. These other productsograms
may be available through MSSB or elsewhere. Théesasd the

for services relating to the other products or programsvhich

these strategies are offered will differ.

Fund Prospectuses and Profiles. To assist clients in selecting
funds, MSSB can provide profiles for each mutuahdfuor
collective fund identified to a client. MSSB doest muarantee
the accuracy of historical performance informatimmd other
information in these profiles.

The prospectuses of the mutual funds participatimgthe
Program are available from Financial Advisors. Yshould
carefully review and evaluate each selected mdtunal's profile
and prospectus, including the fees and expensesiatsd with
investments in these funds.

Limitations on Trading. Clients generally may invest in and sell
mutual funds available in the Program. A client mbhg
prevented from buying and/or selling shares of auadufund if
the client has engaged in, or is deemed to havagengin short-
term trading or excessive trading.

Termination of Client Agreement. Either MSSB or the client
may terminate the client agreement. In the TRAKL&D
program, if you terminate your advisory agreemems, will
liquidate all your TRAK CGCM mutual fund shares.

Please consider the investment objectives, riskischarges and
expenses of each mutual fund carefully before itiwgs A
mutual fund’s prospectus contains this and othéorimation
about the fund and may be obtained from your Fii@nc
Advisor. Please read it carefully before investinga mutual
fund.

The program features are the same as the SmithearnRestrictions

Collective Funds Asset Allocation Program and FSiEChe
custodian of the clients’ assets. Clients use the &stem
(described above) to obtain an asset allocatioonmerendation.

In addition to the TRAK CGCM funds, TRAK 401(k) efits
may invest in a Stable Value Trust. The Portfolastl Stable

In each of these programs, you can not imposeicgstrs.



Trade Confirmations, Account Statements and Performance
Reviews

FSTC
confirmation of securities transactions, and actstatements at
least quarterly.

FSTC will make available to plan participants irtwesnt
monitoring at least quarterly. These reviews ineltiae
following:

e Individual Account performance & Activity

» Recommended Asset Allocation % based on the
participant’s advice model

« Performance by fund vs. benchmarks

* MSSB Global Investment Committee Quarterly
Commentary

Risks

All trading in an account is at your risk. The \alof the assets
held in an account is subject to a variety of fessteuch as the
liquidity and volatility of the securities marketfnvestment

performance of any kind is not guaranteed and do¢predict

future performance with respect to any particutaroant.

Risks Relating to Money Market Funds. An investment in a
money market fund is neither insured nor guarantegdhe
Federal Deposit Insurance Corporation (“FDIC”") oy aother
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,
circumstances, money market funds may be forcedetse
operations when the value of a fund drops belowd®Iper
share. In that event, the fund’'s holdings areidigted and
distributed to the fund’s shareholders. This litation process
could take up to one month or more. During thateti these
funds would not be available to you to support pases or
withdrawals from your account.

Fees

CFAA. In the CFAA program, in connection with its déaisto
invest Plan assets in the funds, a Plan will pay&San annual
fee (the “Fee”) for standard CFAA services. TheseA&
services, which include the CFAA program, are ferth
described in certain new account materials the Btanpletes.
The annual Fee will depend on the level of servimesided by
FSTC, MSSB, and the Financial Advisor servicing Eian, but
generally will not exceed 1.55% of the Plan asgetssted in
the funds. The annual Fee generally is payablatepys in
arrears and includes FSTC's fee for acting as dietoand/or
trustee. If a Plan terminates its participatiortia Funds in the
middle of a quarterly payment period, a fee willdarged from
the beginning of the quarter through the termimatiate. A
plan will be subject to the Fee commencing on thee dhat
MSSB begins providing the Service to the Plan.

MSSB charges FSTC an annual fee of up to 0.07%seets of
the collective funds. This MSSB Fee is for the eistvnent
advice assisting FSTC in the selection of sub-aulsis

in som

TRAK 401(k). Inthe TRAK 401(k) program, the client pays an

is the custodian and provides you with writtenasset-based fee to MSSB (the “MSSB Fee”), whicherov

MSSB investment advisory services, trade executigih or
through CGM, as well as compensation to any Firmnci
Advisor. The MSSB Fee is up to 1.50% of the mawadtie of
the client’s account.

In the TRAK 401(k) program, MSSB will retain an astment
management fee (CGAS providing investment adviceth®
TRAK CGCM Funds) of 0.20%. Therefore, to the ektgou
invest in any funds that pay CGAS a fee greaten thd0%, you
will receive a credit to your investment advisomefof the
amount greater than 0.20%. Notwithstanding thez@ep®MSSB
will not receive any fees from the Money Market éstments
fund. Please see your client agreement for mocerimdtion.

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 atcomay be
more than the maximum annual fee stated in thisosec

Each plan will pay separate recordkeeping and adtrétion

fees to FSTC. FSTC may also receive fees from rhiituas or

collective funds, for services rendered by FST@aB¢ review
the FSTC documents for more information.

Other. A portion of the MSSB Fee will be paid to your &intial
Advisor. See Item 4.D below (Compensation to Financial
éAdvisors), for more information.

B. Comparing Costs

The primary service that you are purchasing in ghegrams
described in this brochure is asset allocation cevand
investment options that are reviewed by CG. In ofitegrams,
you may purchase advice features and investmenbrept
however, you may pay other types of fees. You shoohsider
these and other differences when deciding whethénvest in
an investment advisory or other account and, ifliepbple,
which advisory programs best suit your individueéds.

C. Additional Fees

If you open an account in one of the programs desdrin this
brochure, you will pay us an asset-based MSSB F&éis
covers MSSB investment advisory services, tradeudie with
or through CGM, as well as compensation to any iz
Advisor. The program fees do not cover:

» the costs of investment management fees and otpbenses
charged by mutual funds (see below for more d¢tails

e account closing/transfer costs
» processing fees or

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

exchange , fees



Funds in Advisory Programs result in different investment decisions or recomdations
Investing in mutual funds has additional expensés.addition regarding the same issuer or investment managergbei
to our fee, you pay the fees and expenses of thaaiiunds in made for or given to MSSB investment advisory ¢ien
which your account is invested. Fund fees and msge are

charged directly to the pool of assets the Fundsts/in and are

reflected in each Fund’s share price. These federpenses are D, Compensation to Financial Advisors

an additional cost to you and are not includechanfee amount It . ti fth d ibed inbhih

in your account statements. Each mutual fund expeatso (the you 'm:,eﬁ "]3 one o bel programs descri _emln_ ure, a
total amount of fees and expenses charged by tié fa stated !Dsozratlll?)gz;etj ?)ne:rS] g%?)inz tlgaiissl?ocsgﬂfglr?arz;l;irsi(r:c'orﬁgt
in its prospectus. The expense ratio generallyecesl the costs amount allocated to your Financial Advisor in coctiwn with

incurred by shareholders during the mutual fundssinrecent accounts opened in programs described in this bracmay be
fiscal reporting period. Current and future expsns®y differ more than if you participated in other MSSB inv

from those stated in the prospectus. . ; . .

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 transadbased
brokerage accounts. Your Financial Advisor mayrdfwe
have a financial incentive to recommend one ofpfegrams in
this brochure instead of other MSSB programs orices.

You do not pay any sales charges for purchasesutfahfunds
in programs described in this brochure. Howevemesanutual
funds may charge, and not waive, a redemption feeestain
transaction activity in accordance with their presjoises.

Certain Funds are sponsored or managed by aféiliatéVSSB.
Since the affiliated sponsor or manager receiveditiadal
investment management fees and other fees, MSSBahas

conflict to recommend MSSB affiliated Funds. If you invest in one of the programs describedhiis brochure,

the Financial Advisor may charge a fee less thanniaximum
fee stated above. The amount of the fee you payfastor we
use in calculating the compensation we pay youramdral
Advisor.  Therefore, Financial Advisors have a fical
incentive not to reduce fees. If your fee ratbatow a certain
threshold in the programs listed in this brochurel ather
advisory programs, we give your Financial Advisoedit for
» Clearing. An agreement providing that, subject to bestless than the total amount of your fee in calcotathis or her

execution, MS&Co. and CGM (or their applicable l&fes)  compensation.  Therefore, Financial Advisors alsaveh a

will act as fully-disclosed clearing brokers for BB, which  financial incentive not to reduce fees below tha¢shold.

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 investt ltem 5. Account Re_qu”ements and

advisory programs. MS&Co. is the clearing broker f Types of Clients

some investment advisory programs offered by the MS

Channel’s Private Wealth Management division. C@GM The programs in this brochure are closed to newntﬂi

the clearing broker for SB Channel clients.) therefore, this question is not applicable..

e Order Flow. An agreement that, subject to best execution,
MSSB will transmit an agreed percentage of cliemtecs MSSB’s clients include individuals, trusts, banking thrift

Transaction-Related Agreements with MS&Co., Citi and
Affiliates. In connection with creating the joint venture,tagr
agreements were entered into between or involvargesor all
of MSSB, MS&Co, Citi, CGM and their affiliates, ilutling the
following:

for the purchase and sale of securities to MS&@iti,  institutions, pension and profit sharing plans,npterticipants,
CGM and their affiliates. MSSB has a conflict ofeirest in ~ Other pooled investment vehicles (e.g., hedge furderitable
transmitting client orders to these entities. organizations, corporations, other businesses stamunicipal

o . government entities, investment clubs and othétiesit
e Digribution. 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 thefilmtes.  1tem 6: Portfolio Manager Selection
MSSB has a conflict of interest in offering, recoemding and Evaluation

or purchasing any such security or other produai tior its
investment advisory clients.

A. Selection and Review of Portfolio
e Investment Research. An agreement that MS&Co. and
CGM (or their applicable affiliates) will supplyvastment Managers and Funds for the Programs
research prepared by their respective researchpgrom This section is not applicable to the programs idesd in this
MSSB for its use. It is possible that MS&Co.’s ras#h  brochure.
group, on the one hand, and Citi’'s research groupthe
other hand, may reach different conclusions, angd make  Calculating Performance

different recommendations, with respect to the s@seer s section is not applicable to the programs desd in this
or investment manager. This may, among other thinggy;qchure.
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B. Related Persons Acting as a Portfolio
Manager

In the programs described in this brochure, ndiaiis, related

We address conflicts of interest by ensuring tht payments
described in this “Payments to Managers” sectiomdbrelate
to any particular transactions or investment mageM5SB
clients with managers. Managers participating nogpams

persons or supervised persons of MSSB act as Portfo yegerined in this brochure are not required to makeof these

manager. However, MSSB has various conflicts @érest,
described below.

Payments from Mutual Funds and Collective Funds. Some
of the funds offered in the programs describechia brochure
are those that have agreed to pay us the typesayhegnts
described above in Item 4.A. We have a conflicintdrest in
offering certain funds because we or our affilia=sn more
money in your account from your investments in futigat pay
us more than from other fund that pay us less. él@n we do
not share this money with your Financial Advisore(ithe
compensation we pay to your Financial Advisor i$ affected
by the payments we receive from the funds). Tioeegfyour
Financial Advisor does not have a resulting incentio buy
certain funds rather than other funds.

Payments from Managers. Managers participating in MSSB-

sponsored internal training and education confeagnand
meetings may make payments to, or for the bengfi&SB or
its Financial Advisors to offset the expenses iredirffor these
events. On request, your Financial Advisor can jsi@you with
a schedule of these payments.

While we provide sponsorship opportunities to alimagers of
separately managed accounts and mutual funds in
investment advisory programs, certain managererfied 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 manageainyGlobal
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 otitgqtise 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 edisral portion
of these conferences comprises substantially afthef event.
Managers may sponsor educational meetings or sesnina
which clients as well as Financial Advisors areited 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 condition 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 Fomen
Advisors.

types of payments. The payments described in ghigion
comply with FINRA rules relating to such activities

C. Financial Advisors acting as Portfolio
Managers

This section is not applicable to the programs «llesd in this
brochure.

ltem 7: Client Information Provided to

Portfolio Managers

This section is not applicable to the programs dlesd in this
brochure.

ltem 8: Client Contact with Portfolio
Managers

In the programs described in this brochure, you roagtact
your Financial Advisor at any time during normalsmess
hours. Clients will not be able to contact the waltfund
OWortfolio manager.

ltem 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

Association of Securities Dealers
(“NASD”) alleged that between October,

December, 2002, MSDW violated the
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 baseidtahsales
and equal weighting). MSDW offered rewards to

Financial Advisors for sales of affiliated mutualnfls in
general, or particular affiliated mutual funds oertain
variable annuities. By a Letter of Acceptance, Waiand

- The National

Inc.
1999 and
non-cash

its

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 interefstr 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 publgshin
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 allemzs in
the complaint, on October 31, 2003, MS&Co. congrite
the entry of a final judgment that enjoined MS&CGmm
violating the Conduct Rules and required it to make
payments of $50 million for past conduct and altecfi75
million to fund independent research. In additiM5&Co.
agreed to a number of structural changes to theatipes 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
settlements with the other state and territoriatusiées
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 of th
State of New York (“NYAG”), and state securities
regulators, which alleged violations of certain e 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 2@6d,initial -
public offerings (“IPOs”) during 1996 to 2000. Thetions
alleged, among other things, that SSB publisheddirfent
research reports, permitted inappropriate influenog
investment bankers over research analysts, anddfdib
adequately supervise the employees who engagedose t
practices. It was also alleged that SSB engagedhgnoper
“spinning” of shares to executives of investmennkiag
clients and failed to maintain policies and progedu
reasonably designed to prevent the potential misoke
material non-public information in certain circuikstes.
Without admitting or denying the findings, SSB cemed 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 volugtaitiative
pursuant to which SSB will no longer make allocasicof
securities in hot IPOs to accounts of executivécef§ or
directors of U.S. public companies; and (6) a paym
$400 million.

The SEC alleged disclosure violations in connectigth
marketing arrangements between MSDW and certaimahut
fund complexes in connection with the offer anc s#lclass
B shares in certain Morgan Stanley proprietary mutunds
in the amount of $100,000 or more in a single tatien.

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 Plu
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 reviemong
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 rdm 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
with requirements concerning certain market-on&lend
limit-on-close orders; and (7) failed to reasonakiypervise
certain activities. MS&Co. and MSDW resolved thdi@t
on January 7, 2005, by consenting, without adngjttor
denying guilt, to a censure, a fine of $13 millieand a
rescission offer to those clients who should haaeeived a
prospectus during the period from June 2003 to eBeipér
2004.

In January 2005, the SEC filed a complaint in fatieourt
alleging that, during 1999 and 2000, MS&Co. viothte
Regulation M by attempting to induce certain custosnwho
received allocations of IPOs to place purchase rerder
additional shares in the aftermarket. The SEC didatiege
fraud or impact on the market. On January 25, 2005,
MS&Co. agreed to the entry of a judgment enjoining
MS&Co. from future violations and the payment of$40
million civil penalty. The settlement terms recalveourt
approval on February 4, 2005.

In March 2005, the SEC entered an administrativk Ggase
and desist order against CGM for two disclosurkufas by
CGM in offering and selling mutual fund shares.sHyr,
CGM received from mutual fund advisers and distobsi
revenue sharing payments, in exchange for which CGM
granted mutual funds preferential sales treatmEme. order
found that CGM did not adequately disclose its nese
sharing program to its clients, in violation of tBecurities
Act of 1933 (“Securities Act”) and Rule 10b-10 undke
Securities Exchange Act of 1934 (“Exchange Act”).
Secondly, on sales of Class B mutual fund sharesnounts
aggregating $50,000 or more, the order found tH@aMCin
violation of the Securities Act, failed to discloadequately
at the point of sale that such shares were sulbjebigher
annual fees. These fees could have a negative tmpac
client investment returns, depending on the amaurgsted



and the intended holding period. The SEC order weqas
CGM, required CGM to cease and desist from future
violations of the applicable provisions, and reqdiCGM to
pay a $20 million penalty.

In March 2005, the NASD censured and fined CGM with
respect to CGM'’s offer and sale of Class B and <l@s
mutual fund shares during 2002 and the first sixithe of
2003. The NASD found that CGM either had not adéezjya
disclosed at the point of sale, or had not adefuate
considered in connection with its recommendatianslients

to purchase Class B and Class C shares, the diffesein
share classes and that an equal investment in Blatsres
generally would have been more advantageous for the
clients. The NASD also found that CGM's supervisand
compliance policies and procedures regarding Chsnd
Class C shares had not been reasonably designedstoe
that SB Financial Consultants consistently providddquate
disclosure of, or consideration to, the benefitshef various
mutual fund share classes as they applied to iddali
clients. The NASD censured CGM and required CGMayp

a $6.25 million fine.

On May 31, 2005, the SEC issued an order in cororect
with the settlement of an administrative proceedigginst
Smith Barney Fund Management LLC (“SBFM”) and CGM
relating to the appointment of an affiliated tramségent for
the Smith Barney family of mutual funds (“Smith Bay .
Funds”). SBFM was an affiiate of CGM during the
applicable period.

The SEC order found that SBFM and CGM willfully \dted
section 206(1) of the Investment Advisers Act of4Q9
(“Advisers Act”). Specifically, the order found th&BFM
and CGM knowingly or recklessly failed to disclogethe
Boards of the Smith Barney Funds in 1999 when psiygpa
new transfer agent arrangement with an affiliatexhdfer
agent that: First Data Investors Services GroupirgtF
Data”), the Smith Barney Funds’ then-existing tfanagent, -
had offered to continue as transfer agent and dostime
work for substantially less money than before; &itijroup
Asset Management (“CAM"), the Citi business uniatth
includes the Smith Barney Funds’ investment manaaer
other investment advisory companies, had entertedairside
letter with First Data under which CAM agreed to
recommend the appointment of First Data as sulsfiean
agent to the affiliated transfer agent in exchargmong
other things, for a guarantee by First Data of Hieec
amounts of asset management and investment baféeado
CAM and CGM. The order also found that SBFM and CGM
willfully violated section 206(2) of the AdviserscA by
virtue of the omissions discussed above and other
misrepresentations and omissions in the materialgged to
the Smith Barney Funds’ Boards, including the faluo
make clear that the affiliated transfer agent waddh a high
profit for performing limited functions while FirsData
continued to perform almost all of the transfer rage
functions, and the suggestion that the proposeahgement
was in the Smith Barney Funds’ best interests #ad ho
viable alternatives existed. SBFM and CGM did rdrné or
deny any wrongdoing or liability. The settlemend diot
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establish wrongdoing or liability for purposes afyaother
proceeding.

The SEC censured SBFM and CGM and ordered them to
cease and desist from violations of sections 20&(1d
206(2) of the Advisers Act. The order required @itipay
$208.1 million, including $109 million in disgorgemt of
profits, $19.1 million in interest, and a civil monpenalty of
$80 million. Approximately $24.4 million has alraatieen
paid to the Smith Barney Funds, primarily througke f
waivers. The remaining $183.7 million, including eth
penalty, has been paid to the U.S. Treasury.

The order required SBFM to recommend a new traragfent
contract to the Smith Barney Fund Boards within di&@s of
the entry of the order; if a Citi affiliate subneitt a proposal
to serve as transfer agent or sub-transfer agent, a
independent monitor must be engaged at the expehse
SBFM and CGM to oversee a competitive bidding pssce
Under the order, Citi also must comply with an adwesh
version of a vendor policy that Citi institutedAugust 2004.
That policy, as amended, among other things, regquinat
when requested by a Smith Barney Fund Board, CAM wi
retain at its own expense an independent consudtipgrt to
advise and assist the Board on the selection tdiceservice
providers affiliated with Citi.

In a LAWC dated August 1, 2005, the NASD found that
MSDW failed to establish and maintain a supervisory
system, including written procedures, reasonabgigied to
review and monitor MSDW'’s fee-based brokerage hassin
between January 2001 and December 2003. Without
admitting or denying the allegations, MSDW consdnte

the described sanctions and findings and was cedsamnd
fined $1.5 million, and agreed to the payment sfitetion to
3,549 customers in the total amount of approxinya$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 betweddB8&Co.’s
research and investment banking practices. Without
admitting or denying the allegations, MS&Co. coriedrto a
final judgment on May 12, 2006 in which it was pamantly
restrained and enjoined from violating the Exchargs.
MS&Co. agreed to make payments aggregating $15omill
which amount was reduced by $5 million contempovassy
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 implestnt
policies and procedures reasonably designed to rensu
compliance with the Exchange Act. MS&Co. also adree
provide annual training to its employees respossifdr
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 initicdioch
concurrent settlement of administrative cease agdistl
proceedings against MS&Co. and MSDW for failing to
maintain and enforce adequate written policies and
procedures to prevent the misuse of material ndipub
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 adeq -
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 60$
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 areasidticy trade
reporting through the Nasdagq Market Center (forynerl
Automated Confirmation Transaction Service (ACTade
Reporting and Compliance Engine (TRACE) and Order
Audit Trail System (OATS); market making activijes
trading practices; short sales; and large optioositipns
reports. The NASD also found that, at various tirdasng
December 2002 and May 2005, MSDW violated NASDsule .
and Municipal Securities Rulemaking Board (“MSRBU)es
related to areas including trade reporting throTgtACE,
short sales, and OATS. The NASD further found that,
certain cases, MS&Co. and MSDW violated NASD Rule
3010 because their supervisory systems did notigeov
supervision reasonably designed to achieve cong®iavith
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 monétagy

of $2.9 million and agreed to make restitution lie parties
involved in certain transactions, plus interespprirthe 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 complétgthg the
year preceding the LAWC to address regulatory ssard
violations addressed in the LAWC, and the ongoing
corrective action that they were in the processonfipleting.

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 particutae
SEC found that, during the period of October 240120
through December 8, 2004, MS&Co.’s proprietary meark
making system failed to provide best execution éotain
retail OTC orders. In December 2004, MS&Co. remothesl
computer code in the proprietary market-makingesysthat
caused the best execution violations. MS&Co. cotestn
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
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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 ratrkaking
system’s order handling procedures and its contelkging
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 afosrement
proceeding brought in conjunction with the New @égrs
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 etz
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 censybg;
establishing a $35 million distribution fund forsgbrgement
payments; (c) a penalty of $10 million (half to jweid to the
NYSE and half to be paid to the distribution fundd) a
penalty of $5 million to be paid to the State ofvWNéersey;
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 Mard03,
MSDW provided inaccurate information to arbitration
claimants and regulators regarding the existencepref
September 11, 2001 emails, failed to provide sunhils in
response to discovery requests and regulatory riegui
failed adequately to preserve books and recordbfailed to
establish and maintain systems and written proesdur
reasonably designed to preserve required records tan
ensure that it conducted adequate searches innsspto
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 affeactearbitration
claimants. In addition, MS&Co. was censured ancegrto
pay a $3 million regulatory fine and to retain adeépendent
consultant to review its procedures for complyingthw
discovery requirements in arbitration proceedirgjatng to
its retail brokerage operations.

On October 10, 2007, MS&Co. became the subjectrof a
Order |Instituting Administrative and Cease-And-Besi
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 oriogusny
future violations, and was required to pay a $7.ifian
penalty and to retain an independent consultantetgew
MS&Co.'s applicable policies and procedures. MS&Co.



consented to the issuance of the October 2007 Ovideout
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 (@plated
the Investment Company Act of 1940 by allowing riph
mutual fund trades that were placed or amended it
close of trading to be priced at that day’s closimaj 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 ritgesi
transactions complied with state registration regments
known as Blue Sky laws. This resulted in the imgrogale
of securities that were not registered in 46 sat territorial
jurisdictions. MS&Co. and MSDW conducted an intérna
investigation, repaired system errors, self-remgbrtthe
problem to all affected states and the New Yorkclsto
Exchange, identified transactions which were exagtun
violation of the Blue Sky laws, and offered resicasto
affected customers. MS&Co. settled the state regula
issues in a multi-state settlement with the 46 ciéfé state
and territorial jurisdictions. Under the settlemeMS&Co.
consented to a cease and desist order with, ameddgo 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 subsequesd statr the
coming months.

On August 13, 2008, MS&Co. agreed on the generalgef

a settlement with the NYAG and the Office of thénbis
Secretary of State, Securities Department (“Il&ipi(on
behalf of a task force of the North American Sd@esi
Administrators Association (“NASAA”")) with respetd the
sale of auction rate securities (“ARS”). MS&Co. een,
among other things, to repurchase at par approgign&4.5 -
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 8B5
million. Final agreements were entered into wite MYAG

on June 2, 2009 and with Illinois on September20D9. The
lllinois agreement serves as the template for ageed¢s with
other NASAA jurisdictions.
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On November 13, 2008, in connection with the settiet of

a civil action arising out of an investigation hetSEC into
CGM's underwriting, marketing and sale of ARS, CGM,
without admitting or denying the allegations of tB&C’s
complaint, except as to those relating to persandlsubject
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 &tedmine
whether it is appropriate to order that CGM pay iail 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 undlkirigs
and agreements in the Consent, which include ar tdfbuy
back at par certain ARS from certain customers. SBRE'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 custertieat
ARS were safe, highly liquid investments comparatde
money market instruments; (3) as a result, nume@GM
customers invested in ARS funds they needed to have
available on a short-term basis; (4) in mid-Febyu2008,
CGM decided to stop supporting the auctions; andagba
result of the failed auctions, tens of thousandsC&M
customers held approximately $45 billion of illiuARS,
instead of the liquid short-term investments CGMd ha
represented ARS to be. CGM reached substantiathylegi
settlements with the NYAG and the Texas State Sézsir
Board (“TSSB”), although those settlements were
administrative in nature and neither involved thied of a
civil action in state court. The settlements witie NYAG
and the TSSB differed somewhat from the settlenvettt
the SEC in that the state settlements (a) madeénfisdthat
CGM failed to preserve certain recordings of tetaph calls
involving the ARS trading desk; and (b) required NLGo
refund certain underwriting fees to certain muratiigsuers.
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 aea
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 activitidstwo
Financial Advisors in one of its branches. FINRAifd that
these Financial Advisors solicited brokerage andstment
advisory business from retirees and potential gesr of
certain large companies by promoting unrealisti@gtment
returns and failing to disclose material informatid-INRA
also held that MS&Co. failed to ensure that theusées and



accounts recommended for the retirees were properiynutual

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

Morgan Stanley Parent indirectly owns 51%
Morgan Stanley Parent is a financial holding conypander the
Bank Holding Company Act of 1956. Citi indirectiyvns 49%
of MSSB.
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:

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

» merchant banking and other principal investmernitiiets
» brokerage and research services
» asset management

« trading of foreign exchange, commodities and stmact
financial products and

» (global custody, securities clearance services,ssudrities
lending.

Broker-Dealer and FCM Registrations. As well as being a
registered investment advisor, MSSB is register®ea droker-
dealer and a futures commission merchant.

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

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

* Regulatory restrictions may limit your ability taugghase,
hold or sell equity and debt issued by Morgan ®tanl
Parent, Citi and their affiliates.

e 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&Co., Citi beit
affiliates.

These restrictions may adversely

performance.

impact client aoto

Related Investment Advisors and Other Service Providers.
MSSB has related persons that are the investmensead to
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Both Morgan Stanley Parent and Citi areV

funds in various investment advisory progam
(including Morgan Stanley Investment Management .,Inc
Morgan Stanley Investment Advisors Inc. and Mor@danley
Investment Management Limited). If you invest yassets in
an affiliated mutual fund, MSSB and its affiliatesrn more
money than if you invest in an unaffiliated mutufaind.
Generally, for ERISA or other retirement accourt4SSB
rebates or offsets fees so that MSSB complies V& and
Department of Labor rules and regulations.

Morgan Stanley Investment Advisors Inc., its whobtiywned
subsidiary Morgan Stanley Services Company Ind, lorgan

of MSSB.StanIey Investment Management Inc. serve in varamssory,

management, and administrative capacities to opédn-and
closed-end investment companies and other porsfgséome of
hich are listed on the NYSE).

Morgan Stanley Distributors Inc. serves as distabdor these
open-end investment companies, and has enteredséhated
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 congteddor sale of
fund shares to clients on a brokerage basis, andhfareholder
servicing (including pursuant to plans of distribatadopted 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 farestment
companies advised by Morgan Stanley Investment gasiInc.
and other affiliated investment advisers and magive 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 6.B above for a description of variousflaga of
interest.

Code of Ethics

The MSSB’s US Investment Advisory Code of EthicEdde”)
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 in securitie
transactions or activities that involve a materi@nflict of
interest, possible diversion of a corporate opputyy or the
appearance of impropriety. Employees must alwagseplthe
interests of MSSB’s clients above their own and trmever use
knowledge of client transactions acquired in tharse of their
work to their own advantage. Supervisors are reguio use
reasonable supervision to detect and prevent aohations of



the Code by the individuals, branches and depatsrieat they Reviewing Accounts

SUpervise. In the programs discussed in this brochure, FSTE ¢tistodian)
reviews your accounts and send you account statsmeAt
account opening, MSSB’s PIP system confirms thmat,account
and the investment style are suitable investmemtgdu.

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

includ See Item 4.A above for a discussion of accounestants and
include:

Investment Monitors.
« An Employee who wishes to conduct business activity
outside of his or her employment with MSSB, regesdlof  Client Referrals and Other Compensation

whether that Employee receives compensation fos thigee «Finds in Advisory Programs” in Item 4.C abavel Item
activity, must first obtain written authorizatiorom his or g g
her supervisor. (Outside activities include servimg an
officer or director of a business organization on4profit

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

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
» Employees are generally prohibited from givingeeaiving  party an ongoing referral fee (generally about 25%he portion
gifts or gratuities greater than $100 per recipiger of the client fee that MSSB would otherwise allecad the
calendar year to or from persons or organizationth w Financial Advisor). MSSB may pay a fee greatetess than
which MSSB has a current or potential busines25% depending on the facts and circumstances of the
relationship, clients, or persons connected witlotler  relationship.
financial institution, a securities or commoditieschange,
the media, or a government or quasi-governmentéiyen Financial Information

« Employees cannot enter into a lending arrangemétht av. MSSB is not required to include a balance sheétigwbrochure
client (unless they receive prior written approfraim their  because MSSB does not require or solicit prepayroémiore
supervisor and MSSB’s Compliance Department). than $1,200 in fees per client, six months or nier@dvance.

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

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

i ) ) bankruptcy petition during the past 10 years.
* Certain Employees, because of their potential acteson-

public information, must obtain their supervisonstior
written approval before executing certain secusitie
transactions for their personal securities accourtd
Employees must also follow special procedures for
investing in private securities transactions.

However, in the programs described in this brochure
Financial Advisors may trade their own (and family)
accounts at the same time as they execute cliadedr if
they aggregate these trades with client tradesey Thay
thereby acquire, and compete for, positions orré@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 timesnuirectly
negatively impacted when Financial Advisors alsalér for
their own accounts. We address this conflict scldising

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.
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ADDENDUM RELATING TO THE TRAK 401(k) PROGRAM
DEPARTMENT OF LABOR PROHIBITED TRANSACTION EXEMPTION

Employee Benefits Security Administration
DEPARTMENT OF LABOR

Employee Benefits Security Administration

Application Nos. and Proposed Exemptions; D-11%78group
Global Markets, Inc. and Its Affiliates (Togeth@GMI or the
Applicant)

AGENCY: Employee Benefits Security Administratidmmbor

ACTION: Notice of proposed exemptions.

SUMMARY: This document contains notices of pendehefore the Department of Labor (the Departmenproposed exemptions
from certain of the prohibited transaction resinics of the Employee Retirement Income Security éfc1974 (ERISA or the Act)
and/or the Internal Revenue Code of 1986 (the Code)

Written Comments and Hearing Requests

All interested persons are invited to submit writtttmments or requests for a hearing on the peraliagiptions, unless otherwise
stated in the Notice of Proposed Exemption, widbndays from the date of publication of this Fel&wegister Notice. Comments
and requests for a hearing should state: (1) Theepaddress, and telephone number of the persomgntile comment or request,
and (2) the nature of the person's interest inettemption and the manner in which the person wbelddversely affected by the
exemption. A request for a hearing must also stedssues to be addressed and include a genes@ipton of the evidence to be
presented at the hearing.

ADDRESSES: All written comments and requests fdnearing (at least three copies) should be senh@¢oEmployee Benefits
Security Administration (EBSA), Office of Exemptiddeterminations, Room N-5700, U.S. Department didra200 Constitution
Avenue, NW., Washington, DC 20210. Attention: Applion No. ----, stated in each Notice of Propoge@mption. Interested
persons are also invited to submit comments arft#aring requests to EBSA via e-mail or FAX. Anys@womments or requests
should be sent either by e-mail tooffitt.betty@dol.goy or by FAX to (202) 219-0204 by the end of theestiled comment period.
The applications for exemption and the commenteived will be available for public inspection iretfPublic Documents Room of
the Employee Benefits Security Administration, USepartment of Labor, Room N-1513, 200 Constitutitmenue, NW.,
Washington, DC 20210.

Warning: If you submit written comments or hearirggjuests, do not include any personally-identiabi confidential business
information that you do not want to be publiclyaased. All comments and hearing requests are gasiethe Internet exactly as
they are received, and they can be retrieved by mternet search engines.

The Department will make no deletions, modificati@r redactions to the comments or hearing requeséived, as they are public
records.

Notice to Interested Persons

Notice of the proposed exemptions will be providedall interested persons in the manner agreed iyyothe applicant and the
Department within 15 days of the date of publicatio the Federal Register. Such notice shall ineladcopy of the notice of
proposed exemption as published in the FederalsRegind shall inform interested persons of thghtrto comment and to request a
hearing (where appropriate).

SUPPLEMENTARY INFORMATION: The proposed exemptionere requested in applications filed pursuant tiice 408(a) of
the Act and/or section 4975(c)(2) of the Code, imnatcordance with procedures set forth in

29 CFR Part 2570, Subpart B (55 FR 32836, 3284¢uaul0, 1990). Effective December 31, 1978, sectid2 of Reorganization
Plan No. 4 of 1978, 5 U.S.C. App. 1 (1996), transf@ the authority of the Secretary of the Treasarigsue exemptions of the type
requested to the Secretary of Labor. Thereforesetheotices of proposed exemption are issued sbiglthe Department. The
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applications contain representations with regardhto proposed exemptions which are summarized bdlnerested persons are
referred to the applications on file with the Depaant for a complete statement of the facts antesgmtations.

Citigroup Global Markets, Inc. and Its AffiliateSdgether, CGMI or the Applicant) Located in New ¥pNew York
[Application No. D-11573]
Proposed Exemption

The Department is considering granting an exemptioder the authority of section 408(a) of the Agt ERISA) and section
4975(c)(2) of the Code and in accordance with tleegdures set forth in 29 CFR Part 2570, SubpgB3BFR 32836, August 10,
1990).

Section |. Covered Transactions

A. If the exemption is granted, the restrictionssettion 406(a) of the Act and the sanctions rempfrom the application of section
4975 of the Code, by reason of section 4975(c)(Lyfhough (D) of the Code, shall not apply, effeetiMay 31, 2009, to the
purchase or redemption of shares by an employeefib@tan, an individual retirement account (an DRA retirement plan for self-
employed individuals (a Keogh Plan), or an indigtlaccount pension plan that is subject to the ipras of Title | of the Act and
established under section 403(b) of the Code (#ati® 403(b) Plan) (collectively, the Plans) i thrust for Consulting Group
Capital Markets Funds (the Trust), sponsored by BISS connection with such Plans' participation e tTRAK Personalized
Investment Advisory Service (the TRAK Program).

B. If the exemption is granted, the restrictionsetion 406(b) of the Act and the sanctions respufrom the application of section
4975 of the Code, by reason of section 4975(c)§1a(tl (F) of the Code, shall not apply, effectivayV81, 2009, with respect to the
provision of (i) investment advisory services bg thdviser or (ii) an

automatic reallocation option as described beldw @utomatic Reallocation Option) to an independg&hiciary of a participating
Plan (the Independent Plan Fiduciary), which masultein such fiduciary's selection of a portfolitné Portfolio} in the TRAK
Program for the investment of Plan assets.

This exemption is subject to the following conditsoset forth below in Section II.
Section Il. General Conditions

(a) The participation of Plans in the TRAK Progrism

(b) approved by an Independent Plan Fiduciary. proposes of this requirement, an employee, offaredirector of the Adviser
and/or its affiliates covered by an IRA not subjectitle | of the Act will be considered an Indegent Plan Fiduciary with respect
to such IRA.

(c) The total fees paid to the Adviser and itsliatis will constitute no more than reasonable camgation.

(d) No Plan pays a fee or commission by reasoheftquisition or redemption of shares in the Trust

(e) The terms of each purchase or redemption cdt®tliares remain at least as favorable to an ingeBtan as those obtainable in an
arm's length transaction with an unrelated party.

(H The Adviser provides written documentation toladependent Plan Fiduciary of its recommendatmmevaluations based upon
objective criteria.

(g) Any recommendation or evaluation made by theiger to an Independent Plan Fiduciary is impleméranly at the express
direction of such Independent Plan Fiduciary, pied, however, that:

(1) If such Independent Plan Fiduciary elects iitimg (the Election), on a form designated by thaviser from time to time for such
purpose, to participate in the Automatic ReallamatDOption under the TRAK Program, the affected Rlamparticipant account is
automatically reallocated whenever the Adviser rfieglithe particular asset allocation recommendatibith the Independent Plan
Fiduciary has chosen. Such Election continuesfacetintil revoked or terminated by the Independdah Fiduciary in writing.

(2) Except as set forth below in paragraph 11(f)@&) the time of a change in the Adviser's asdetation recommendation, each
account based upon the asset allocation model(theation Model) affected by such change is adjdsbn the business day of the
release of the new Allocation Model by the Advisexcept to the extent that market conditions, amiopurchase and redemption
procedures, may delay such processing throughi@ssef purchase and redemption transactions t¢ abffets among the affected
Portfolios.

(3) If the change in the Adviser's asset allocat@commendation exceeds an increase or decreaserefthan 10 percent in the
absolute percentage allocated to any one investmedium (e.g., a suggested increase in a 15 peaflenation to greater than 25
percent, or a decrease of such 15 percent allocttiess than 5 percent), the

! For the avoidance of doubt, unless the contextestggtherwise, the term ““Portfolio" includes $table Value
Investments Fund, a collective trust fund establishnd maintained by First State Trust Companyéoly a wholly-owned subsidiary of Citigroup.
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Adviser sends out a written notice (the Notice)atbIndependent Plan Fiduciaries whose currentstment allocation may be
affected, describing the proposed reallocation txeddate on which such allocation is to be ingufthe Effective Date). If the
Independent Plan Fiduciary notifies the Adviserwiiting, at any time within the period of 30 caflem days prior to the proposed
Effective Date that such fiduciary does not wishfalow such revised asset allocation recommendattbe Allocation Model
remains at the current level, or at such otherllegethe Independent Plan Fiduciary then expresdsbignated, in writing. If the
Independent Plan Fiduciary does not affirmativedpt out' of the new Adviser recommendation, in wgt prior to the proposed
Effective Date, such new recommendation is autaralyi effected by a dollar-for-dollar liquidatiome purchase of the required
amounts in the respective account.

(4) An Independent Plan Fiduciary will receive ad& confirmation of each reallocation transactionthis regard, for all Plan
investors other than Section 404(c) Plan accouis, (401(k) Plan accounts), CGMI or MSSB, as agllle, mails trade
confirmations on the next business day after tladlaeation trades are executed. In the case ofi@ed04(c) Plan participants,
notification depends upon the notification provisagreed to by the Plan recordkeeper.

(h) The Adviser generally gives investment advitevriting to an Independent Plan Fiduciary withpes to all available Portfolios.
However, in the case of a Plan providing for pgtat-directed investments (the Section 404(c) Rlame Adviser provides
investment advice that is limited to the Portfolinade available under the Plan.

(i) Any sub-adviser (the Sub-Adviser) that acts floe Trust to exercise investment discretion ovd?ostfolio is independent of
Morgan Stanley, Inc. (Morgan Stanley), CGMI, MSS#l aheir respective affiliates (collectively, théfilated Entities).

()) Immediately following the acquisition by a Pfotto of any securities that are issued by any Iidfed Entity, such as Citigroup or
Morgan Stanley common stock (the Adviser Commorcti§tahe percentage of that Portfolio's net assetssted in such securities
will not exceed one percent. However, this peragatanitation may be

exceeded if--

(1) The amount held by a Sub-Adviser in managifefolio is held in order to replicate an estaiwid third-party index (the Index).
(2) The Index represents the investment performaae specific segment of the public market foriggsecurities in the United
States and/or foreign countries. The organizatieating the Index is:

(i) Engaged in the business of providing finanairmation;

(ii) A publisher of financial news information; or

(i) A public stock exchange or association of w#ies dealers. The Index is created and maintbBinean organization independent
of the Affiliated Entities and is a generally-actap standardized Index of securities which is patcffically tailored for use by the
Affiliated Entities.

(3) The acquisition or disposition of Adviser Commstock does not include any agreement, arrangeonemderstanding regarding
the design or operation of the Portfolio acquirtugh Adviser Common Stock, which is intended todfiethe Affiliated Entities or
any party in which any of the Affiliated Entitiesapnhave an interest.

(4) The Independent Plan Fiduciary authorizes tivestment of a Plan's assets in an Index Fund wiicbthases and/or holds the
Adviser Common Stock and the Sub-Adviser is resipbm$or voting any shares of Adviser Common Sttitkt are held by an Index
Fund on any matter in which shareholders of Advid@mmon Stock are required or permitted to vote.

(k) The quarterly investment advisory fee thatagpy a Plan to the Adviser for investment adwssgrvices rendered to such Plan
is offset by any amount in excess of 20 basis pdimit MSSB retains from any Portfolio (with theception of the Money Market
Investments Portfolio and the Stable Value Investsi@ortfolio for which neither MSSB nor the Truetl retain any investment
management fee) which contains investments ataidetto the Plan investor.

() With respect to its participation in the TRAKdgram prior to purchasing Trust shares,

(1) Each Plan receives the following written orlatiaclosures from the Adviser:

(A) A copy of the Prospectus for the Trust discagsthe investment objectives of the Portfolios casipg the Trust, the policies
employed to achieve these objectives, the corpafféitation existing among the Adviser and itsikdtes, and the compensation paid
to such entitie$.

(B) Upon written or oral request to the AdviseStatement of Additional Information supplementihg Prospectus which describes
the types of securities and other instruments inclwvtthe Portfolios may invest, the investment gelicand strategies that the
Portfolios may utilize and certain risks attendanthose investments, policies and strategies.

(C) A copy of the investment advisory agreementveen the Adviser and such Plan which relates ttigaation in the TRAK
Program and describes the Automatic Reallocatiotio®p

(D) Upon written request of the Adviser, a copytbé respective investment advisory agreement beti¢8SB and the Sub-
Advisers.

(E) In the case of a Section 404(c) Plan, if regpliby the arrangement negotiated between the Adaiwkthe Plan, an explanation
by an Adviser representative (the Financial Advigoreligible participants in such Plan, of theviezs offered under the TRAK
Program and the operation and objectives of thédtios.

(F) A copy of the proposed exemption and the fenamption pertaining to the exemptive relief ddssdi herein.

2 The fact that certain transactions and fee armaegés are the subject of an administrative exemptioes not relieve the Independent Plan
Fiduciary from the general fiduciary responsibilitsovisions of section 404 of the Act. In this reyahe Department expects the Independent Plan
Fiduciary to consider carefully the totality of tfees and expenses to be paid by the Plan, induality fees paid directly to MSSB, CGMI or to
other third parties.
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(2) If accepted as an investor in the TRAK Program, Independent Plan Fiduciary of an IRA or KeodanPis required to
acknowledge, in writing, prior to purchasing Trehares that such fiduciary has received copiesetibcuments described above in
subparagraph (k)(1) of this section.

(3) With respect to a Section 404(c) Plan, writteknowledgement of the receipt of such documernpsdsided by the Independent
Plan Fiduciary (i.e., the Plan administrator, teesbr named fiduciary, as the recordholder of Tshsires). Such Independent Plan
Fiduciary is required to represent in writing te thdviser that such fiduciary is

(a) independent of the Affiliated Entities and Knpwledgeable with respect to the Plan in admiaiste matters and funding matters
related thereto, and able to make an informed meconcerning participation in the TRAK Program.

(4) With respect to a Plan that is covered unddle Tiof the Act, where investment decisions aredenay a trustee, investment
manager or a named fiduciary, such IndependentRtarciary is required to acknowledge, in writimggeipt of such documents and
represent to the Adviser that such fiduciary isifdgpendent of the Affiliated Entities, (b) capabFf making an independent decision
regarding the investment of Plan assets and (cyvlattlyeable with respect to the Plan in administeathatters and funding matters
related thereto, and able to make an informed meconcerning participation in the TRAK Program.

(m) Subsequent to its participation in the TRAK graim, each Plan receives the following written i@l disclosures with respect to
its ongoing participation in the TRAK Program:

(1) The Trust's semi-annual and annual report dioly a financial statement for the Trust and investt management fees paid by
each Portfolio.

(2) A written quarterly monitoring statement contag an analysis and an evaluation of a Plan iovssdccount to ascertain whether
the Plan's investment objectives have been metenmmending, if required, changes in Portfolio@dtions.

(3) If required by the arrangement negotiated betwthe Adviser and a Section 404(c) Plan, a qugrtdetailed investment
performance monitoring report, in writing, providéd an Independent Plan Fiduciary of such Plan shgpwPlan level asset
allocations, Plan cash flow analysis and annualiddadjusted rates of return for Plan

investments. In addition, if required by such agement, Financial Advisors meet periodically witliépendent Plan Fiduciaries of
Section 404(c) Plans to discuss the report asagelith eligible participants to review their acoti performance.

(4) If required by the arrangement negotiated beitwthe Adviser and a Section 404(c) Plan, a quarparticipant performance
monitoring report provided to a Plan participanticihaccompanies the participant's benefit staterandtdescribes the investment
performance of the Portfolios, the investment panfance of the participant's individual investmanttie TRAK Program, and gives
market commentary and toll-free numbers that en#tideparticipant to obtain more information abdut TRAK Program or to
amend his or her investment allocations.

(5) On a quarterly and annual basis, written dsales to all Plans of (a) the percentage of eactiofo's brokerage commissions
that are paid to the Affiliated Entities and (b thverage brokerage commission per share paid diy Rartfolio to the Affiliated
Entities, as compared to the average brokerage ¢Bium per share paid by the Trust to brokers otthen the Affiliated Entities,
both expressed as cents per share.

(n) The Adviser maintains or causes to be mainthifer a period of (6) six years, the records nsagsto enable the persons
described in paragraph (m)(1) of this section tteeine whether the applicable conditions of thismption have been met. Such
records are readily available to assure acceggibii the persons identified in

paragraph (1) of this section.

(1) Notwithstanding any provisions of section 5Q@aand (b) of the Act, the records referred tohe first paragraph of this section
are unconditionally available at their customargaliion for examination during normal business hduyrs

(i) Any duly authorized employee or representatiféhe Department or the Internal Revenue Service;

(ii) Any fiduciary of a participating Plan or anyly authorized representative of such fiduciary;

(iii) Any contributing employer to any participatjrPlan or any duly authorized employee represeetati such employer; and

(iv) Any participant or beneficiary of any partiaifing Plan, or any duly authorized representati&uch participant or beneficiary.

(2) A prohibited transaction is not deemed to haseurred if, due to circumstances beyond the cbofrthe Adviser, the records are
lost or destroyed prior to the end of the six-yparod, and no party in interest other than theigelvis subject to the civil penalty
that may be assessed under section 502(i) of thero the taxes imposed by sections 4975(a) Bpdf(the Code if the records are
not maintained or are not available for examinatiemequired by paragraph (1) of this section.

(3) None of the persons described in subparagréph$v) of this section (m)(1) is authorized toxamine the trade secrets of the
Adviser or commercial or financial information whics privileged or confidential.

(4) Should the Adviser refuse to disclose informatbn the basis that such information is exempnfdisclosure, the Adviser shall,
by the close of the thirtieth (30th) day followittge request, provide written notice advising thatspn of the reason for the refusal
and that the Department may request such informatio

Section IIl. Definitions

For purposes of this proposed exemption:

(a) The term “"Adviser" means CGMI or MSSB as strent adviser to Plans.

(b) The term ™ Affiliated Entities" means Morgataley, CGMI, MSSB and their respective affiliates.

(c) The term “"CGMI" means Citigroup Global Markétc. and any affiliate of Citigroup Global Margdhc.

(d) An ““affiliate" of any of the Affiliated Eniits includes:

(1) Any person directly or indirectly through onemore intermediaries, controlling, controlled by,under common control with the
Affiliated Entity. (For purposes of this subparggnathe term “control" means the power to exeraigontrolling influence over the
management or policies of a person other thandimidual);
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(2) Any individual who is an officer (as defined 8ection IlI(g) hereof), director or partner in tAdfiliated Entity or a person
described in subparagraph (d)(1);

(3) Any corporation or partnership of which the iAdted Entity, or an affiliate described in subpgraph (d)(1), is a 10 percent or
more partner or owner; and

(4) Any corporation or partnership of which anyiiridual which is an officer or director of the Alffited Entity is a 10 percent or
more partner or owner.

(e) An “Independent Plan Fiduciary" is a Plamdidry which is independent of the Affiliated Ereg and is either:

(1) A Plan administrator, sponsor, trustee or nafiteetiary, as the recordholder of Trust sharesenradSection 404(c) Plan;

(2) A participant in a Keogh Plan;

(3) An individual covered under (i) a self-direct®A or (ii) a Section 403(b) Plan, which investsTirust shares;

(4) A trustee, investment manager or named fidyaiasponsible for investment decisions in the adse Title | Plan that does not
permit individual direction as contemplated by 8st#04(c) of the Act; or

(5) A participant in a Plan, such as a Section d0R({an, who is permitted under the terms of sulelm Bo direct, and who elects to
direct, the investment of assets of his or her aetm such Plan.

(f) The term "MSSB" means Morgan Stanley SmithnBg Holdings LLC, together with its subsidiaries.

(g) The term “officer" means a president, ang ypcesident in charge of a principal business diitsion or function (such as sales,
administration or finance), or any other officerayperforms a policymaking function for the entity.

Section IV. Effective Date
If granted, this proposed exemption will be effeetias of May 31, 2009 with respect to the Covereah3actions, the General
Conditions and the Definitions that are describe8ections I, 1l and .

Summary of Facts and Representations

1. If granted, the proposed individual exemptiosatibed herein would replace Prohibited Transadigemption (PTE) 2009-12 (74
FR 13231, March 26, 2009), an exemption previougignted to CGMI. PTE 2009-12 relates to the opematf the TRAK
Personalized Investment Advisory Service (the TRR#gram) and the Trust for Consulting Group Capifarkets Funds (the
Trust). PTE 2009-12 provides exemptive relief freattion 406(a) of the Act and section 4975(c)(1yApugh (D) of the Code, for
the purchase or redemption of shares by variousstyh Plans, such as ERISA Title | Plans, IRAs, ¢gtePlans, and Section 403(b)
Plans, whose assets are invested in the Trusttmpreviously established by Citigroup in conractvith such Plans' participation
in the TRAK Program. PTE 2009-12 also provides ept@ra relief from section 406(b) of the Act and ts&c 4975(c)(1)(E) and (F)
of the Code, with respect to the provision, by @tiup's Consulting Group, of (i) investment adwsservices or (ii) an Automatic
Reallocation Option to an independent fiduciaragfarticipating Plan (i.e., the Independent

Plan Fiduciary), which may result in such fiduclargelection of a Portfolfoin the TRAK Program for the investment of Planess

2. The Department originally granted to Shearsohnh@n Brothers, Inc. PTE 92-77, which relates tess levolved form of the
TRAK Program? PTE 92-77 was superseded by PTE 94-50, which atlo@mith, Barney Inc. (Smith Barney), the predemess
Salomon Smith Barney Inc. (Salomon Smith Barneygdd a daily-traded collective

investment fund (the GIC Fund) to the existing fupartfolios, describe the various entities operatine GIC Fund, and replace
references to Shearson Lehman with Smith BarneJE 99-15, which superseded PTE 94-50, allowedrSah Smith Barney to
create a broader distribution of TRAK-related praguimplement a record-keeping reimbursement bffsecedure under the TRAK
Program, adopt the Automated Reallocation Optiodeurthe TRAK Program that would reduce the asdetation fee paid to
Salomon Smith Barney by a Plan investor, and expla@dcope of the exemption to include Section B0B(ans’

3. Thereafter, PTE 99-15 was replaced by PTE 2@)Gxhich primarily modified the definition of anaffiliate" of Salomon Smith

Barney so that it only covered persons or entitied had a significant role in the decisions magedrs which were managed or
influenced by, Salomon Smith Barney, or includey eorporation or partnership of which Salomon Srldtirney or an affiliate was
a 10 percent or more partner or owher.

4. Finally, on March 26, 2009, the Department gedr® TE 2009-12. As the result of a merger transadthe Merger Transaction)
between Citigroup and Legg Mason, Inc. (Legg Mason)December 1, 2005, an affiliate of Citigroumaiced an approximately
14% equity ownership interest in Legg Mason comrand preferred stock. This meant that two investnagiviser subsidiaries of

3 For the avoidance of doubt, unless the context estggotherwise, the term ““Portfolio” includes 8table Value Investments Fund, a collective tfusd

established and maintained by First State Trustg2om (First State), formerly a wholly-owned subsigliof Citigroup.
4 57 FR 45833 (October 5, 1992)

5 59 FR 32024 (June 21, 1994).
® 64 FR 1648 (April 5, 1999).

” 65 FR 54315 (September 7, 2000).
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Legg Mason (Brandywine Asset Management LLC andt#&/esAsset Management Company), which were subsadvi(the Sub-
Advisers) to three Trust Portfolios under the TRRKogram, were no longer considered “independ®rtitigroup and its affiliates
in violation of Section II(h) of the General Coridits® Also, the Sub-Advisers were considered “affitef Citigroup under
Section Ili(b)(3) of the General Definitions of PTIB00-45 inasmuch as Citigroup became a 10% or nmolieect owner of each
Sub-Adviser following the Merger Transaction.

5. Although Citigroup reduced its ownership intériesLegg Mason to under the 10% ownership thresteol March 10, 2006, the
Department decided that PTE 2000-45 was no lonffectave for the transactions described thereimsdose Section Ii(h) of the
General Conditions and Section Ili(b) of the Ddfonis were not met. Therefore, the Department @dhiRTE 2009-12, a new
exemption, which replaced PTE 2000-45. Unless atiser noted, PTE 2009-12 incorporates by refereheddcts, representations,
operative language and definitions of PTE

2000-45. In addition, PTE 2009-12 updates the dpperéganguage of PTE 2000-45. Further, PTE 2009 ides a temporary and
limited exception to the definition of the termffiléate,” so that during the three month periddime within which Citigroup held a
10% or greater economic ownership interest in Liéggon, the Sub-Advisers

would continue to be considered “independentC@&MI and its affiliates for purposes of Sectiorh)l@nd not “affiliated" with
CGMI and its affiliates for purposes of SectionB)l of the exemption. Finally, PTE 2009-12 provigeemptive relief for a new
method to compute fee offsets that are requiree@utie exemption to

mitigate past anomalies. PTE 2009-12 is effectieenfDecember 1, 2005 until March 10, 2006, witlpees to the limited exception.
It is also effective as of December 1, 2005 witspet to the transactions covered by the exemptienGeneral Conditions, and the
Definitions. Further, PTE 2009-12 is effective &4danuary 1, 2008, with respect to the new feespfisocedure.

Replacement of PTE 2009-12

6. CGMI and its predecessors and current and fudtfikates and Morgan Stanley Smith Barney LLC atsdcurrent and future

affiliates (collectively, the Applicants) have rexptied a new exemption that would replace PTE 2@0®-teflect the terms of a joint
venture transaction (the Joint Venture Transacti@tyveen Citigroup and

Morgan Stanley, Inc. (Morgan Stanley) that occurcedMay 31, 2009. As a result of the Joint Ventliransaction, which is

described in detail below, the Applicants statd tha exemptive relief provided under PTE 2009420 longer effective due to a
change in the parties and the ownership structtitheo TRAK Program. Therefore, the Applicants rexsfug new exemption that
would replace PTE 2009-12. If granted, the new gotean would be made retroactive to May 31, 2009 iamebuld provide the same
relief with respect to the transactions coveredeurflTE 2009-12. In addition, the General Conditiand Definitions of the new

exemption would be similar to those as set fortRTriE 2009-12.

The Joint Venture Transaction

7. The Applicants represent that on January 13920&igroup and Morgan Stanley entered into aintJgenture Contribution and
Formation Agreement” (the Joint Venture Agreementiich established the terms of a new joint vem{tine Joint Venture) between
Citigroup and Morgan Stanley. Citigroup and Mordatanley are global financial services providerssheheadquartered in New
York, New York. As of the end of 2008, Citigroupprated total client assets under management aospmately $1.3 trillion.
Citigroup's current employee workforce consistsapproximately 300,000 individuals in approximatdl@,000 offices in 140
countries around the world. As of the end of 20@8ygan Stanley reported total client assets undemagement as approximately
$546 billion. Its current employee workforce of ampmately 60,000 serves a diversified group ofpcmations, governments,
financial institutions, and individuals, and opesafrom over 1,200 offices in over 36 countriesuatbthe world.

8. Under the Joint Venture Agreement, each of @itip and Morgan Stanley (including their respectubsidiaries) agreed to
contribute specified businesses into the Joint Menttogether with all contracts, employees, priyplitenses and other assets (as
well as liabilities) used primarily in the contriledl businesses. Generally,

in the case of Citigroup, the contributed busingsseluded Citigroup's retail brokerage and futuresiness operated under the name
Smith Barney" in the United States and Australiad operated under the name “"Quilter" in thetddnKingdom, Ireland and
Channel Islands. Certain investment advisory ahdrdbusinesses of Citigroup

were also contributed, including Citigroup's Cotisgl Group and the sponsorship of the TRAK Progrémthe case of Morgan
Stanley, the contributed businesses consisted génef Morgan Stanley's global wealth managemesiia{l brokerage) and private
wealth management businesses. According to theiégpis, no valuations for the contributed businessere agreed upon between
the parties. It was agreed, however, that the valuéhe Smith Barney business plus $2.75 billionuldoequal an ownership
percentage of 49% of the Joint Venture entity, Mor&tanley Smith Barney Holdings LLC (HoldingsDelaware limited liability
company (together with its subsidiaries, MSSB). Tlosing date of the Joint Venture Transaction aszlion May 31, 2009

(the Closing). Prior to the Closing, Morgan Stankad formed Holdings, the sole member of Morgami8taSmith Barney LLC,
which conducts most of the Joint Venture's domexgirations as a dual-registered broker-dealer

and investment adviser. Holdings presently gensratmut $14 billion in net revenues. It has 18,fi6@ncial advisers, 1,000
locations worldwide and services about 6.8 millfmuseholds. Immediately following the Closing, MangStanley owned indirectly
through subsidiaries 51% of Holdings, and Citigraayned 49% of Holdings, through CGMI. Morgan Stgnlas call rights to

8 In PTE 2000-45, Section li(h) of the General Ctinds provided that ““Any sub-adviser (the Sub-Aev) that acts for the Trust to exercise investriésuretion
over a Portfolio will be independent of Salomon ®ndarney and its affiliates."
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purchase from Citigroup (a) an additional 14% ofditmys after the third anniversary of Closing, ém additional 15% of Holdings
after the fourth anniversary and (c) the balanc@iti§roup's interest in Holdings after the fifthraversary’

9. The Joint Venture Agreement was amended andteesbn May 29, 2009 (the Amended Contribution A&grent). Under the
Amended Contribution Agreement, Citigroup transfdrits managed futures business and its propriétagstments to MSSB on
July 31, 2009, in exchange for a cash payment 89%28 million paid by Morgan Stanley, and Morgdarfeey purchased additional
interests in MSSB worth approximately $2.7 billion August 1, 2009, in order to maintain its totatqentage of ownership interests
in MSSB at 51%. The Amended

Contribution Agreement also provided for an “idiwoing broker" structure for a period of time mftee Closing. Under the
“introducing broker" structure, clients of Morg8tanley's legacy businesses continue to have bbinekerage transactions cleared
through, and their accounts custodied and carriedMorgan Stanley® Similarly, customers of the Citigroup legacy besises
continue to have their brokerage transactions eteirrough, and have their accounts custodied amieéd by, CGME' Over time, it

is expected that the contributed businesses ancitiges of Morgan Stanley and Citigroup will beeigtated into one operation and
that ultimately, MSSB will become a fully self-chkiag and self-custody service firm and will carty own customer accounts.

Current Status of Operations

10. Since the Closing, MSSB's advisory serviceshmiag provided through two distribution channésie distribution channel
generally sponsors the advisory programs, includigTRAK Program, previously sponsored by SmithnBsg and/or CGMI (the
SB Channel). Therefore, since the Closing, the TRAKgram has continued to be made available t@ists of the SB Channel.
The other distribution channel generally sponshesddvisory programs previously sponsored by Morgtmley's Global Wealth
Management Group (the MS Channel). As stated puslyothe parties' ultimate goal is for the busgess operations and systems of
the MS Channel and the SB Channel to be integra&tediever, decisions as to which programs will bferefd to whom or which
programs will survive over the long-term have ne¢b made.

11. Also, since the Closing, CGMI has continuedffer the TRAK Program to its retained clients. @sAugust 31, 2009, the TRAK
Program had assets in excess of $6.13 billion, $8€#4 billion of which is held in Plan accountd. pkesent, the investments under
the TRAK Program encompass the Trust, which coni$televen Portfolios, as well as the Stable Vdleestments Fund, a
collective trust fund established and maintainedriogt State. The Trust and the Stable Value Imaest Fund are advised by one or
more unaffiliated Sub-Advisers selected by MSSB Rinsit State, respectively. In addition to the TRRKogram, CGMI offers other
investment advisory programs to its retained ciemder an advisory services agreement betweegrdlip and Holdings dated as of
the Closing. Under the agreement, Holdings provilesde range of investment advisory services tig@iup advisory programs
pursuant to a delegation by Citigroup to Holdingertain of Citigroup's obligations to provide buservices. Citigroup retained
clients were provided notice of this arrangement.

Descriptions of Revisions to the Operative LanguafgeTE 2009-12

12. The proposed exemption generally modifies tperative language of PTE 2009-12 to take into actdlle new ownership
structure of the TRAK Program formed as a resulthef Joint Venture Transaction. Section | of PTB®Q2 has been modified to
conform the effective date of the proposal with ¢hesing of the Joint Venture

Transaction, May 31, 2009. In addition, the opgeatanguage in Section I(A) and 1(B) has been exli® provide that, as a result of
the Joint Venture, MSSB rather than Citigroup isvrthe sponsor of the Trust in connection with Plamgestment in the TRAK
Program, and that investment advisory services megyrovided by MSSB in addition to CGMI, respedijve

13. Section Il of PTE 2009-12, General Conditiolnas been modified throughout by replacing the terr@&MI," ““Consulting
Group," or “"Citigroup,” with the term ““Advisémrvhich has been added as a new defined term étioBelll to mean ~“CGMI or
MSSB as investment adviser to Plans." The chawges made to these terms in

order to reflect the addition of MSSB as a spommddhe TRAK Program resulting from the Joint Vertdrransaction. In addition, in
Section lI(h), the term “"Affiliated Entities," wdh has been added as a new defined term in Selttib;m mean “~"Morgan Stanley,
CGMI, MSSB, and their respective affiliates,” leeen added to take into account the addition of 1S a sponsor of the TRAK
Program.

14. Section 1I(j) of PTE 2009-12 has been modifiedeflect the fact that CGMI has been removed fitbm reallocation formula
because it no longer manages and supervises thet and the Portfolios. Prior to the Closing, Cibigp Investment Advisory
Services LLC (CIAS), an affiliate of CGMI, manageadd supervised the Trust and Portfolios. In conoeatith the Joint Venture
Transactions, CIAS was contributed to MSSB andmasffiliate of MSSB, it manages and supervisesTthet and the Portfolios.

° The Applicants believe that Citgroup's ownershiggiest in MSSB will reach a point where it will lamger have an interest in MSSB or the Trust twatid affect

its best judgment as a fiduciary. The Applicantglaix that at such point in time, it will no longee necessary for Citigroup to rely on this exempfor the TRAK
Program. The Department expresses no opinion om\vtheill no longer be necessary for Citigroup tyron this exemption, given that this will be atfaand
circumstances determination.

10 Morgan Stanley continues to provide an array ofises for these accounts which include clearing amttling securities transactions, providing trade
confirmations and customer statements and perfaricéntain cashiering functions, custody servicesather related services.

' CGM clears and settles securities transactiomsjighes trade confirmations and customer staten@rdsperforms certain cashiering functions, cussmtyices and
other related services for these accounts.
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Thus, the modifications to the language in Seclijh seek to clarify the parties to the coverednsactions, but do not change the
formula for the calculation of the quarterly invasint advisory fee that is paid by the Plan to tkeiger. Furthermore, Section II(j)
has been amended to correct the names of the Ragttbat are excluded from the calculation of thuarterly investment advisory
fee, namely by substituting the term “"Money Maskigivestment Portfolio” for " Government Money éstments Portfolio," and the
term “"Stable Value Investments Portfolio" for [G3-und."

15. Section Il of PTE 2009-12, which sets fortle thefinitions, has been modified by: (i) Adding Bee Ili(a), Adviser, to mean
“"CGMI or MSSB as investment adviser to Planstetitect the new sponsorship of the TRAK ProgranMf/SB, in addition to the
previous sponsorship by CGMI; (ii) adding Sectitd(bl), Affiliated Entities,

to mean “"Morgan Stanley, CGMI, MSSB and their eetipe affiliates" to reflect the addition of MSSB a sponsor of the TRAK
Program resulting from the Joint Venture Transact{di) substituting the term ™ Affiliated Entit&8' for “CGMI" throughout Section
[1I(d) in order to broaden the scope of the teraffiliate” to capture the

current affiliates of the Applicants; (iv) amendirige sectional references in Sections IlI(d)(2) dB8) to conform to the
corresponding modifications to Section Ill; (v) amding the definition of “Independent Plan Fidugiain Section lli(e) so that the
Independent Plan Fiduciary is independent of MSB8Bddition to CGMI and their respective affiliatebereby preserving the
purpose of the provisions in PTE 2009-12 that mtevihat only a party independent of the Applicastexercising discretion with
respect to, among other things, Plans' decisionavest in the TRAK Program; and (vi) adding a néefinition of “"MSSB" in
Section IlI(f) to mean “*Morgan Stanley

Smith Barney Holdings LLC, together with its afiifes."

16. Section IV of PTE 2009-12, pertaining to exemgtelief for the temporary and limited exceptimnthe definition of the term
“affiliate," has been stricken since it is nogenapplicable. Previously, Section IV providedtttturing the three month period of
time within which Citigroup held a 10% or greateoromic ownership

interest in Legg Mason, the Sub-Advisers would icarg to be considered ““independent” of CGMI asdffiliates for purposes of
Section II(h) and not "affiliated" with CGMI arii affiliates for purposes of Section Ill(b) oftlexemption. Because the time period
has expired, Section 1V is no longer relevant sekemption.

Finally, the Effective Date in new Section |V is dified to provide that the exemption, if grantedll Wwe effective as of May 31,
2009, which is the closing date of the Joint Veaflransaction.

Summary

17. In summary, the Applicant represents thatithesactions described herein have satisfied orsaflsfy the statutory criteria for an
exemption set forth in section 408(a) of the Aatduese:

(a) The participation of Plans in the TRAK Progrhas been approved or will be approved by an InddgrrPlan Fiduciary;

(b) The total fees paid to the Adviser and itsliatiés has constituted or will constitute no mdrart reasonable compensation;

(c) No Plan has paid or will pay a fee or commisdig reason of the acquisition or redemption ofefian the Trust;

(d) The terms of each purchase or redemption oftlsliares have remained or will remain at lead\awable to an investing Plan as
those obtainable in an arm's length transactioh ait unrelated party;

(e) The Adviser has provided or will provide writtelocumentation to an Independent Plan Fiduciaritsofecommendations or
evaluations based upon objective criteria, and secbmmendation or evaluation has been implemeottedll be implemented only
at the express direction of such Independent Rldurckary.

() The Adviser has given or will give investmerttvice in writing to an Independent Plan Fiduciarighwespect to all available
Portfolios (with respect to participant directedns, such advice is limited to the Portfolios madailable under the Plan);

(g) Any Sub-Adviser that acts for the Trust to investment discretion over a Portfolio hasnbeelependent or will be
independent of Morgan Stanley, CGMI, MSSB and thespective affiliates;

(h) Immediately following the acquisition by a Folio of Adviser Common Stock, the percentage dttRortfolio's net assets
invested in such securities generally has not eteer will not exceed one

percent;

(i) The quarterly investment advisory fee that &dpby a Plan to the Adviser for investment adwissgrvices rendered to such Plan
has been offset or will be offset by any amounginess of 20 basis points that MSSB retains froymRartfolio (with the exception
of the Money Market Investments Portfolio and thab®& Value Investments

Portfolio for which neither MSSB nor the Trust widitain any investment management fee) which cosifavestments attributable to
the Plan investor;

() With respect to its participation in the TRAKdgram, prior to purchasing Trust shares, each Rénreceived or will receive
written or oral disclosures and offering materiatsn the Adviser which generally disclose all matkfacts concerning the purpose,
structure, operation, and investment in the TRAKdgPam, and describe

the Adviser's recommendations or evaluations, dio the reasons and objective criteria forming thasis for such
recommendations or evaluations;

(k) Subsequent to its participation in the TRAK gham, each Plan has received or will receive périaditten disclosures from the
Adviser with respect to the financial conditiontb® TRAK Program, the total fees that it and itliafes will receive from such
Plans and the value of the Plan's interest in RAK Program, and on a quarterly and annual bagigiew disclosures to all Plans of
(a) the percentage of each Portfolio's brokeragenuissions that are paid to the Affiliated Entitieasd (b) the average brokerage
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commission per share paid by each Portfolio toAffdiated Entities, as compared to the averagekbrage commission per share
paid by the Trust to brokers other than the Afféid Entities, both expressed as cents per share;

and

(I) The Adviser has complied with, and will contanto comply with, the recordkeeping requirements/joled in Section 11(m) of the
proposed exemption, for so long as such recordeegréred to be maintained.

Notice to Interested Persons

Notice of the proposed exemption will be mailed firgt class mail to the Independent Plan Fiduciafyeach Plan currently
participating in the TRAK Program, or, in the casgea Plan covered by Section 404(c) of the Actthi® recordholder of the Trust
shares. Such notice will be given within 45 dayshefpublication of the notice of

pendency in the Federal Register. The notice wifitain a copy of the notice of proposed exemptampublished in the Federal
Register, and a supplemental statement, as regpinezsbant to 29 CFR 2570.43(b)(2). The supplemestatkement will inform
interested persons of their right to comment on'@micb request a hearing with respect to the pendiemption. Written comments
and hearing requests are due within 75 days gbtibdication of the proposed exemption in the FeldRegister.

FOR FURTHER INFORMATION CONTACT: Warren Blinder tfie Department, telephone (202) 693-8553. (Thiwisa toll-free
number.)

General Information
The attention of interested persons is directetiedollowing:

(1) The fact that a transaction is the subjectroegemption under section 408(a) of the Act andfmtion 4975(c)(2) of the Code
does not relieve a fiduciary or other party in iat# or disqualified person from certain other [Bimns of the Act and/or the Code,
including any prohibited transaction provisionswhich the exemption does not apply and the genilatiary responsibility
provisions of section 404 of the Act, which, amartger things, require a fiduciary to dischargeisies respecting the plan solely
in the interest of the participants and benefiesof the plan and in a prudent fashion in accarelavith section 404(a)(1)(b) of the
Act; nor does it affect the requirement of sectitfii(a) of the Code that the plan must operate Hereaxclusive benefit of the
employees of the employer maintaining the plantaed beneficiaries;

(2) Before an exemption may be granted under sedi8(a) of the Act and/or section 4975(c)(2) & @ode, the Department must
find that the exemption is administratively feasibih the interests of the plan and of its partigigs and beneficiaries, and protective
of the rights of participants and beneficiariesha plan;

(3) The proposed exemptions, if granted, will bppdemental to, and not in derogation of, any offrewvisions of the Act and/or the
Code, including statutory or administrative exempsi and transitional rules. Furthermore, the faat & transaction is subject to an
administrative or statutory exemption is not dispes of whether the

transaction is in fact a prohibited transactiord an

(4) The proposed exemptions, if granted, will bbjsct to the express condition that the materiefsfand representations contained
in each application are true and complete, anddhelh application accurately describes all matégiahs of the transaction which is
the subject of the exemption.

Signed at Washington, DC, this 7th day of June0201

Ivan Strasfeld,

Director of Exemption Determinations, Employee Béaesecurity
Administration, U.S. Department of Labor.

[FR Doc. 2010-14023 Filed 6-10-10; 8:45 am]

BILLING CODE 4510-29-P

[Federal Register: December 16, 2010 (Volume 75nbier 241)]
[Notices]

[Page 78758-78768]

From the Federal Register Online via GPO Accesss[aecess.gpo.gov]
[DOCID:fr16de10-84]

DEPARTMENT OF LABOR
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Employee Benefits Security Administration

Prohibited Transaction Exemptions From Certain Pitéd
Transaction Restrictions

AGENCY: Employee Benefits Security Administratidmabor.

ACTION: Grant of Individual Exemptions.

SUMMARY: This document contains exemptions issugdtibe Department of Labor (the Department) fronmtaie of the
prohibited transaction restrictions of the EmpyRetirement Income Security Act of 1974 (ERISAler Act) and/or the Internal
Revenue Code of 1986 (the Code). This noticeuttes the following: Citigroup Global Markets, Irand Its Affiliates (together,
CGMI or the Applicant)

SUPPLEMENTARY INFORMATION: A notice was published the Federal Register of the pendency before #gabPment of a
proposal to grant such exemption. The notice sghfa summary of facts and representations cordainethe application for
exemption and referred interested persons to thicagion for a complete statement of the facts mmesentations. The application
has been available for public inspection at thedbpent in Washington, DC. The notice also invitettrested persons to submit
comments on the requested exemption to the Depattrire addition, the notice stated that any inte@gerson might submit a
written request that a public hearing be held (whappropriate). The applicant has represented ithizds complied with the
requirements of the notification to interested pass No requests for a hearing were received by#martment. Public comments
were received by the Department as described igrdmgted exemption.

The notice of proposed exemption was issuedthadxemption is being granted solely by the Dtepamnt because, effective
December 31, 1978, section 102 of Reorganizatian Rb. 4 of 1978, 5 U.S.C. App. 1
(1996), transferred the authority of the Secretdrhe Treasury to issue exemptions of the typ@gsed to the Secretary of Labor.

Citigroup Global Markets, Inc. and Its Affiliate®{ether, CGMI or the Applicant), Located in NewrkKoNew York
[Prohibited Transaction Exemption 2010-33; Exemp#plication No. D-11573]

Exemption

Section I. Covered Transactions

A. The restrictions of section 406(a) of thet Aad the sanctions resulting from the applicatibsection 4975 of the Code, by
reason of section 4975(c)(1)(A) through (D) of tede, shall not apply, effective May 31, 2009, e purchase or redemption of
shares by an employee benefit plan, an individei@lement account (an IRA), a
retirement plan for self-employed individuals (adgl Plan), or an individual account pension plaat th subject to the provisions of
Title | of the Act and established under sectioB#) of the Code (the Section 403(b) Plan) (colety, the Plans) in the Trust for
Consulting Group Capital Markets Funds (the Trusthnsored by MSSB
in connection with such Plans' participation in TRRAK Personalized Investment Advisory Service (TlAK Program).

B. The restrictions of section 406(b) of thet Aad the sanctions resulting from the applicatbisection 4975 of the Code, by
reason of section 4975(c)(1)(E) and (F) of the Cadiaall not apply, effective May 31, 2009, with pest to the provision of (i)
investment advisory services by the Adviser orgii)automatic reallocation
option as described below (the Automatic Reallacatption) to an independent fiduciary of a papiting Plan (the Independent
Plan Fiduciary), which may result in such fiduciargelection of a portfolio (the Portfoli§) in the TRAK Program for the
investment of Plan assets.

This exemption is subject to the following cdiwhs set forth below in Section II.
Section Il. General Conditions
(@) The participation of Plans in the TRAK Praxg is approved by an Independent Plan Fiduciaoy. purposes of this

requirement, an employee, officer or director & #&dviser and/or its affiliates covered by an IR# subject to Title | of the Act will
be considered an Independent Plan Fiduciary witheet to such IRA.

2 For the avoidance of doubt, unless the contexyestg otherwise, the term “"Portfolio” includes $table Value
Investments Fund, a collective trust fund estabtisind maintained by First State Trust Companynéoly a wholly-owned subsidiary of Citigroup.
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(b) The total fees paid to the Adviser andaffdiates will constitute no more than reasonatdenpensation.

(c) No Plan pays a fee or commission by readdhe acquisition or redemption of shares in thasT.

(d) The terms of each purchase or redemptiofra$t shares remain at least as favorable to\asiimg Plan as those obtainable
in an arm's length transaction with an unrelatatlypa

(e) The Adviser provides written documentatioran Independent Plan Fiduciary of its recommeadator evaluations based
upon objective criteria.

(f) Any recommendation or evaluation made tg/ Auviser to an Independent Plan Fiduciary is im@ated only at the express
direction of such Independent Plan Fiduciary, pied, however, that --

(1) If such Independent Plan Fiduciary elentsviiting (the Election), on a form designated bg fAdviser from time to time for
such purpose, to participate in the Automatic Reallion Option under the TRAK Program, the affed®ah or participant account
is automatically reallocated whenever the Advisedifies the particular
asset allocation recommendation which the Indepardian Fiduciary has chosen. Such Election coasnn effect until revoked or
terminated by the Independent Plan Fiduciary irimgi

(2) Except as set forth below in paragraph(3{f at the time of a change in the Adviser's allecation recommendation, each
account based upon the asset allocation model(theation Model) affected by such change is adjdsbn the business day of the
release of the new Allocation Model by the Advisexcept to the extent that market conditions, am#iopurchase and redemption
procedures, may delay such processing throughi@ssei purchase and redemption transactions td akfets among the affected
Portfolios.

(3) If the change in the Adviser's asset aliocerecommendation exceeds an increase or decoéasere than 10 percent in the
absolute percentage allocated to any one investmedium (e.g., a suggested increase in a 15 peaflenation to greater than 25
percent, or a decrease of such 15 percent allocttiess than 5 percent), the
Adviser sends out a written notice (the Notice)atbIndependent Plan Fiduciaries whose currentstment allocation may be
affected, describing the proposed reallocation #heddate on which such allocation is to be ingiduthe Effective Date). If the
Independent Plan Fiduciary notifies the Adviserwiriting, at any time within the period of 30 caflem days prior to the proposed
Effective Date that such fiduciary does not wishfalow such revised asset allocation recommendattbe Allocation Model
remains at the current level, or at such otherllegethe Independent Plan Fiduciary then expresdsbignated, in writing. If the
Independent Plan Fiduciary does not affirmativet ‘opt' of the new Adviser recommendation, in wagtirprior to the proposed
Effective Date, such new recommendation is autarallyi effected by a dollar-for-dollar liquidatiome purchase of the required
amounts in the respective account.

(4) An Independent Plan Fiduciary will recemdrade confirmation of each reallocation transectin this regard, for all Plan
investors other than Section 404(c) Plan accouis, (401(k) Plan accounts), CGMI or MSSB, as agllle, mails trade
confirmations on the next business day after talaeation trades are executed. In
the case of Section 404(c) Plan participants matifbn depends upon the naotification provisioneadrto by the Plan recordkeeper.

(g) The Adviser generally gives investment advin writing to an Independent Plan Fiduciary wigspect to all available
Portfolios. However, in the case of a Plan prowdfor participant-directed investments (the Sectiy#(c) Plan), the Adviser
provides investment advice that is limited to tlet®lios made available under the Plan.

(h) Any sub-adviser (the Sub-Adviser) that dotsthe Trust to exercise investment discretioaroa Portfolio is independent of
Morgan Stanley, Inc. (Morgan Stanley), CGMI, MSS#l aheir respective affiliates (collectively, théfilated Entities).

(i) Immediately following the acquisition byPartfolio of any securities that are issued by Affiliated Entity, such as Citigroup
or Morgan Stanley common stock (the Adviser Comi8totk), the percentage of that Portfolio's nettasseested in such securities
will not exceed one percent. However, this peragatanitation may be
exceeded if--

(1) The amount held by a Sub-Adviser in manggnPortfolio is held in order to replicate an bithed third-party index (the
Index).

(2) The Index represents the investment perdimca of a specific segment of the public markeefuity securities in the United
States and/or foreign countries. The organizatieating the Index is:

(i) Engaged in the business of providing finahmformation;

(ii) A publisher of financial news informatioar

(iif) A public stock exchange or association s&curities dealers. The Index is created and taiagd by an organization
independent f the Affiliated Entities and is a gaig-accepted standardized Index of securitiesctvlié not specifically tailored for
use by the Affiliated Entities.

(3) The acquisition or disposition of Advisepf@mon Stock does not include any agreement, arma@geor understanding
regarding the design or operation of the Portfaliguiring such Adviser Common Stock, which is idlieeh to benefit the Affiliated
Entities or any party in which any of the Affiliatd&ntities may have an interest.

(4) The Independent Plan Fiduciary authoribesinvestment of a Plan's assets in an Index Fumchwurchases and/or holds the
Adviser Common Stock and the Sub-Adviser is resipbm$or voting any shares of Adviser Common Stttk are held by an Index
Fund on any matter in which shareholders of Advid@mmon Stock are required or permitted to vote.

() The quarterly investment advisory fee tizapaid by a Plan to the Adviser for investmentisoly services rendered to such
Plan is offset by any amount in excess of 20 bpsists that MSSB retains from any Portfolio (withetexception of the Money
Market Investments Portfolio and the Stable Valoeektments Portfolio for which neither MSSB nor fheust will retain any
investment management fee) which contains invedsradtributable to the Plan investor.

(k) With respect to its participation in the AR Program prior to purchasing Trust shares,
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(1) Each Plan receives the following writterooal disclosures from the Adviser:

(A) A copy of the Prospectus for the Trust dising the investment objectives of the Portfoliompadsing the Trust, the policies
employed to achieve these objectives, the corpaiféitiation existing among the Adviser and itsikidites, and the compensation paid
to such entitie®

(B) Upon written or oral request to the AdvisarStatement of Additional Information supplemegtihe Prospectus which
describes the types of securities and other ingtntsnin which the Portfolios may invest, the inwastt policies and strategies that
the Portfolios may utilize and certain risks attamicto those investments, policies and strategies.

(C) A copy of the investment advisory agreentsttveen the Adviser and such Plan which relatgmtticipation in the TRAK
Program and describes the Automatic Reallocatiotio®p

(D) Upon written request of the Adviser, a cafiyhe respective investment advisory agreemetutden MSSB and
(E) the Sub-Advisers.

(F) In the case of a Section 404(c) Plan, uieed by the arrangement negotiated between thés@d and the Plan, an
explanation by an Adviser representative (the FirelrAdvisor) to eligible participants in such Plari the services offered under the
TRAK Program and the operation and objectives efRbrtfolios.

(G) A copy of the proposed exemption and thalfexemption pertaining to the exemptive reliesat#ed herein.

(2) If accepted as an investor in the TRAK Pamg, an Independent Plan Fiduciary of an IRA or gde®lan is required to
acknowledge, in writing, prior to purchasing Trabares that such fiduciary has received copiekeoflbcuments described above in
subparagraph (k)(1) of this section.

(3) With respect to a Section 404(c) Plan, temitacknowledgement of the receipt of such docuséntprovided by the
Independent Plan Fiduciary (i.e., the Plan adnmaist, trustee or named fiduciary, as the recom#robf Trust shares). Such
Independent Plan Fiduciary is required to repregemiriting to the Adviser that such fiduciary ig)(independent of the Affiliated
Entities and (b) knowledgeable with respect toRken in administrative matters and funding mattetated thereto, and able to make
an informed decision concerning participation iea TRAK Program.

(4) With respect to a Plan that is covered ufdie | of the Act, where investment decisiong anade by a trustee, investment
manager or a named fiduciary, such IndependentRtarciary is required to acknowledge, in writimggeipt of such documents and
represent to the Adviser that such fiduciary isifdgpendent of the Affiliated Entities, (b) capabFf making an independent decision
regarding the investment of Plan assets and (c)
knowledgeable with respect to the Plan in admiaiste matters and funding matters related thesatd, able to make an informed
decision
concerning participation in the TRAK Program.

(I) Subsequent to its participation in the TRAKoBram, each Plan receives the following writteroi@l disclosures with respect to
its ongoing participation in the TRAK Program:

(1) The Trust's semi-annual and annual repaitiding a financial statement for the Trust andestment management fees paid
by each Portfolio.

(2) A written quarterly monitoring statementntaining an analysis and an evaluation of a Plaestor's account to ascertain
whether the Plan's investment objectives have bestrand recommending, if required, changes in Blatéllocations.

(3) If required by the arrangement negotiatetiveen the Adviser and a Section 404(c) Plan, atejlyg detailed investment
performance monitoring report, in writing, providéd an Independent Plan Fiduciary of such Plan sigpwPlan level asset
allocations, Plan cash flow analysis and annualiidadjusted rates of return for Plan
investments. In addition, if required by such agement, Financial Advisors meet periodically witldépendent Plan Fiduciaries of
Section 404(c) Plans to discuss the report asagelith eligible participants to review their acotal performance.

(4) If required by the arrangement negotiatetiieen the Adviser and a Section 404(c) Plan, ateplya participant performance
monitoring report provided to a Plan participantichaccompanies the participant's benefit staterandtdescribes the investment
performance of the Portfolios, the investment panfance of the participant's individual investmantthie TRAK Program, and gives
market commentary and toll-free numbers that en#tideparticipant to obtain more information abdut TRAK Program or to
amend his or her investment allocations.

(5) On a quarterly and annual basis, writtescldsures to all Plans of (a) the percentage oh dartfolio's brokerage
commissions that are paid to the Affiliated Ensitend (b) the average brokerage commission pee §fzéd by each Portfolio to the

13 The fact that certain transactions and fee armmegés are the subject of an administrative exempdioes not relieve the Independent Plan
Fiduciary from the general fiduciary responsibilitsovisions of section 404 of the Act. In this reyahe Department expects the Independent Plan
Fiduciary to consider carefully the totality of tfees and expenses to be paid by the Plan, induality fees paid directly to MSSB, CGMI or to
other third parties.
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Affiliated Entities, as compared to the averagekbrage commission per share paid by the Trustd&dos other than the Affiliated
Entities, both expressed as cents per share.

(m) The Adviser maintains or causes to be raaiet, for a period of (6) six years, the recordsassary to enable the persons
described in paragraph (m)(1) of this section ttedeine whether the applicable conditions of thisreption have been met. Such
records are readily available to assure accesyibyithe persons identified in
paragraph (1) of this section.

(1) Notwithstanding any provisions of section 5Q@aand (b) of the Act, the records referred tohe first paragraph of this section
are unconditionally available at their customargaliion for
examination during normal business hours by--

(i) Any duly authorized employee or representadf the Department or the Internal Revenue $ervi

(ii) Any fiduciary of a participating Plan ong duly authorized representative of such fidugiary

(i) Any contributing employer to any partigpng Plan or any duly authorized employee repitasier of such employer; and

(iv) Any participant or beneficiary of any paipating Plan, or any duly authorized represematdf such participant or
beneficiary.

(2) A prohibited transaction is not deemeddwehoccurred if, due to circumstances beyond théraloof the Adviser, the records
are lost or destroyed prior to the end of the @aryperiod, and no party in interest other thanAtheiser is subject to the civil penalty
that may be assessed under section 502(i) of therAo the taxes imposed by sections 4975(a) bhdf(the Code if the records are
not maintained or are not available for examinatiemequired by paragraph (1) of this section.

(3) None of the persons described in subpaphgrdii)-(iv) of section (m)(1) is authorized toagrine the trade secrets of the
Adviser or commercial or financial information whics privileged or confidential.

(4) Should the Adviser refuse to disclose infation on the basis that such information is exefmgt disclosure, the Adviser
shall, by the close of the thirtieth (30th) dayldaling the request, provide written notice advisthgt person of the reason for the
refusal and that the Department may request sdohmmation.

Section Ill. Definitions

For purposes of this exemption:

(a) The term “Adviser" means CGMI or MSSBrag&stment adviser to Plans.

(b) The term “"Affiliated Entities" means MargStanley, CGMI, MSSB and their respective affiga

(c) The term "CGMI" means Citigroup Global idets Inc. and any affiliate of Citigroup Global Mats Inc.

(d) An “affiliate" of any of the Affiliated iiities includes:

(1) Any person directly or indirectly througheor more intermediaries, controlling, control®d or under common control with
the Affiliated Entity. (For purposes of this subagraph, the term ““control" means the power tagse a controlling influence over
the management or policies of a person other thandividual);

(2) Any individual who is an officer (as defthén Section 1lI(g) hereof), director or partnerthe Affiliated Entity or a person
described in subparagraph (d)(1);

(3) Any corporation or partnership of which thffiliated Entity, or an affiliate described in lsparagraph (d)(1), is a 10 percent
or more partner or owner; and

(4) Any corporation or partnership of which anglividual which is an officer or director of ti#dfiliated Entity is a 10 percent or
more partner or owner.

(e) An “Independent Plan Fiduciary" is a Hidaciary which is independent of the Affiliatedhities and is either:

(1) A Plan administrator, sponsor, trusteeamed fiduciary, as the recordholder of Trust shareker a Section 404(c) Plan;

(2) A participant in a Keogh Plan;

(3) An individual covered under (i) a self-dited IRA or (ii) a Section 403(b) Plan, which inteem Trust shares;

(4) A trustee, investment manager or namedcfaty responsible for investment decisions in thsecof a Title | Plan that does
not permit individual direction as contemplatedSsction 404(c) of the Act; or

(5) A participant in a Plan, such as a Sectiod(c) Plan, who is permitted under the terms chdlan to direct, and who elects
to direct, the investment of assets of his or lsepant in such Plan.

(f) The term "MSSB" means Morgan Stanley 8mBiarney Holdings LLC, together with its subsidesi

(g) The term “officer" means a president, gicg president in charge of a principal businass, division or function (such as
sales, administration or finance), or any otheiceffwho performs a policymaking function for thatity.

Section IV. Effective date

This exemption is effective as of May 31, 2008h respect to the Covered Transactions, the Gér@onditions and the
Definitions that are described in Sections I, Idl dh.

Written Comments
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The Department invited all interested personsubmit written comments and/or requests for dipliearing with respect to the
notice of proposed exemption on or before August22d.0. During the comment period, the Departmeceived 13 telephone calls
and 2 comment letters from participants or benafies in Plans with
investments in the TRAK Program, which concerneddbmmenters' difficulty in understanding the retxé proposed exemption or
the effect of the exemption on the commenters' fitsndhe Department also received one written ceminrfrom the Applicant,
which concerned the correction of a publicatiomeappearing in the operative language of Sectiofi the proposed exemption and
the correction of a typographical error appearimgRepresentation 15 of the Summary of Facts andeReptations (the Summary).
The Department received no
hearing requests during the comment period.

With respect to the operative language, thelidapt notes that the first two paragraphs of $ectl, General Conditions read:

(a) The participation of Plans in the TRAK Prag is

(b) Approved by an Independent Plan Fiduci&ir. purposes of this requirement, an employeecaffor director of the Adviser
and/or its affiliates covered by an IRA not subjectitle | of the Act will be considered an Indepent Plan Fiduciary with respect
to such IRA.

Accordingly, the Applicant requests that parenttati"(b)" be deleted and the sentence fragmemioduced above be combined
into a single paragraph following the parenthetic@)", and that the ensuing paragraphs in Sedtibe re-lettered for consistency.
The Department concurs with the Applicant's recqeebsbrrection of this

publication error and it has revised Section Ithe final exemption.  With respect to the Summéng Applicant notes that, at the
end of Representation 15, which describes revidioiise operative language of PTE 2009-12, the gge@ exemption states that ~"a
new definition of MSSB is added in Section IlI(f) mean Morgan Stanley

Smith Barney Holdings LLC, together with its affiles." However, the Applicant points out that dle¢inition of MSSB in Section
[I(f) of the proposed exemption includes the tersubsidiaries,” rather than “affiliates." Aadimigly, the Applicant requests that, at
the end of Representation 15, the word "affiliates replaced with the word ““subsidiaries," idev to be consistent with Section
[I(f) of the Definitions. The Department concunsdatakes note of the foregoing revision to Reprisdem 15 of the Summary.

After giving full consideration to the entirecord, including the written comments, the Depaninfeas decided to grant the
exemption, as described above. The complete apiplicéile is made available for public inspectianthe Public Documents Room
of the Employee Benefits Security Administrationpdf N-1513, U.S. Department of Labor, 200 ConstitutAvenue, NW.,
Washington, DC 20210.

For a more complete statement of the factsrapresentations supporting the Department's dectsigrant this exemption refer
to the proposed exemption published in the Fed®egister on June 11, 2010 at 75 FR 33344.

FOR FURTHER INFORMATION CONTACT: Warren Blinder tie Department, telephone (202) 693-8553. (Thiwtisa toll-free
number.)

Signed at Washington, DC, this 13th day of Deloer 2010.
Ivan Strasfeld,
Director of Exemption Determinations, Employee Béaeecurity
Administration, U.S. Department of Labor.
[FR Doc. 2010-31571 Filed 12-15-10; 8:45 am]
BILLING CODE 4510-29-P
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