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Iltem 2: Material Changes

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

Merger of Investment Advisory Programs. MSSB used to
provide investment advisory services through twarnctels.
One channel generally provided the investment adyis
programs previously provided by Smith Barney and/or
Citigroup Global Markets Inc., and the other chdmgemerally
provided the investment advisory programs previpusl
provided by Morgan Stanley & Co. Incorporated. MSI%s
now merged the advisory programs previously praviahethe
Smith Barney and Morgan Stanley channels. (Item 4)

Changes in Availability of Alternative Investments.
MSSB (either itself or through a service providdoes due
diligence on and monitors the alternative investsmién the
programs described in this ADV brochure. We kedjstaof
approved funds in which qualified clients may inves
(“Alternatives Approved List”). If we decide to m®ve an
alternative investment from this list, it undergde® status
changes:

 Redeem: The alternative investment is no longer
available for investment in the programs but we
continue to perform due diligence and charge yeu th
fee in your agreement until we change the status to
“Terminate” (or another date we determine).

e Terminate: (A) We terminate due diligence, (B) we
cease acting as your investment advisor for that
alternative investment and you stop paying theirfee
your client agreement (but still pay any underlying
management fees to the investment manager of the
alternative investment), (C) we transfer the
alternative investment to a brokerage account, and
(D) you are solely responsible for any decision to
remain invested in the alternative investment. |If
you remain invested after the status changes to
Terminate, we may continue to provide performance
reports and account statements to you for an annual
fee of 0.25% of your remaining assets in that
alternative investment that were previously in the
program. (ltem 4.C)

Cash Sweeps. Any uninvested cash, and allocations to cash,
in your account are invested in either interestringabank
deposit accounts (“Deposit Accounts”) or money mark
funds. If you have a Deposit Account, this may rmheld at
one or more of the following banks affiliated witrs: (i)
Morgan Stanley Bank, N.A., (i) Morgan Stanley Ritie
Bank, National Association or (iii) Citibank, N.Aach bank
pays us a fee based on your Deposit Account badafeeeept
on retirement plans or Coverdell Education Savexgsounts).
Your Financial Advisor does not receive a portidntleese
fees.

If you have a retirement plan account or Cover#ellication
Saving Account, the Exhibit to this ADV brochuré\ffiliated

Money Market Funds Fee Disclosure Statement andétFlo
Disclosure Statement”) applies to your account. is Bxhibit
has information on the money market fund investment
available to you, including fees and expenses.

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

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

MSSB is owned by a joint venture company whichniiriectly
owned 51% by Morgan Stanley (“Morgan Stanley Pd&jeand
49% by Citigroup Inc. (“Citi”). Morgan Stanley Pateand Citi
have various purchase and sale rights for the joeriture
company through 2014. On May 31, 2012, Morgan 8tanl
Parent announced that it intends to purchase aiticadd 14%
of the joint venture company from Citi, so that idan Stanley
Parent will own 65% of the joint venture company.

MSSB used to provide investment advisory servibesugh two
channels. One channel generally provided the imest
advisory programs previously provided by Smith Bgrand/or
Citigroup Global Markets Inc. (“CGM”) (“SB Channél”"The
other channel generally provided the investment ismdy

alternative investment vehicles (“Alternative Intraents”) that
have been approved by MSSB.

Alternative Investments include: (1) MSSB-affilidteand
unaffiliated single manager alternative investmestticles; (2)
MSSB-affiliated and unaffiliated investment vehglesuch as
fund of funds or managed futures funds, that ateeaoney to
other investment funds and/or investment
commodity trading advisors who in turn invest inhent
alternative investment asset classes; and (3) timezgs in
feeder funds sponsored by MSSB to invest in speuaifderlying
investment vehicles managed by affiliated and ulnetfd
investment advisers chosen by MSSB through the efedamier
program (“HedgePremier”).

After receipt of appropriate information from an@ioat you

(which may include your investment objectives, riskerance,
and investment time horizon), MSSB will identify veeal

Alternative Investments deemed suitable for youmfrahe

Alternative Investments available on the AlternasivApproved
List (see Changes to Available Alternative Invesitaebelow).
You may also consider other Alternative Investmeaoits the
Alternatives Approved List, subject to eligibilignd minimum
investment requirements. For each Alternative $twent that
you are considering, you should review the managsébV Part
2, where available, for a discussion on their palir method of

programs previously provided by Morgan Stanley & .Co analysis and investment strategy.

Incorporated (now, Morgan Stanley & Co. LLC) (“ME&.")
(“MS Channel”). MSSB has now merged the SB Charamel
MS Channel advisory programs.

MSSB offers clients (“you” and “your”) many diffemeadvisory
programs. Many of MSSB’s advisory services are ey by

its Consulting Group business unit. You may obtaiochures
for other MSSB investment advisory programs at wwargan

stanley.com/ADV or by asking your Financial Advisor (for

Morgan Stanley Private Wealth Management clientsury
Private Wealth Advisor. (Throughout the rest a§ throchure,
“Financial Advisor” means either your Financial Asbr or

your Private Wealth Advisor, as applicable.)

A. General Description of Programs and
Services

The Morgan Stanley Smith Barney Alternative Investibs
Group (“MSSB Al") administers and oversees the daiing
programs that are described below: Alternative $twents
Advisory, Alternative Investments (SB Channel
Alternative Investments Advisory-Custom Portfolioand
Alternative  Investments  Advisory-Discretionary Maea
Services. This section then discusses variousrgengatters
applying to these programs. The guidelines toeth@egrams
are subject to change without notice. You shouldsaot with
your Financial Advisor for further details.

Alternative Investments Advisory Program

The Alternative Investments Advisory (“AlA") progma
provides consulting and administrative services qualified
clients that seek to invest in certain affiliatendaunaffiliated

Only)

You will sign a client services agreement with MS%Bd
separate fund documentation for each Alternativedtment in
which you decide to invest (each, a “Selected Iesat
Product”). You will pay a separate fee to the managf each
Selected Investment Product.

The decision to participate in AIA and invest inyaBelected
Investment Product is made by you and is your nesipdity.

If you wish to continue to participate in a Selectavestment
Product that has received a status change to “heteti, (i)
MSSB shall no longer provide any recommendatioradvice
regarding such alternative investment and (ii) yaccount will
become a brokerage account. In HedgePremier, rdnuiva
Selected Investment Product from the Alternativgspraved
List may result in the full liquidation of the Heelgremier
fund’s investment in the Selected Investment Prodig
HedgePremier's program manager).

Changes in Availability of Alternative Investments.
Alternative Investments offered through AIA, Al, dariCP are
subject to change in availability by MSSB. MSSBredtly
through its Alternative Investments Research gr@pR”) or
through an affiliated or unaffiliated service prder selected and
approved by MSSB, provides due diligence and manigo
services with respect to the Alternative Investraetitat are
available in AIA, Al and CP. MSSB may or may not, its
sole discretion, create and make available a writeport of
such review. As part of this process, MSSB wiltedtly or
through an affiliated or unaffiliated service proef,
periodically monitor the Alternative Investments faurposes of
determining whether they should remain on thedfsapproved
funds in which qualified clients may invest (thelt#natives

managers o



Approved List”). From time to time, MSSB may deeith add,
temporarily suspend, or remove certain Alternativeestments
from the Alternatives Approved List by MSSB. Theuf
statuses are “Approved”, “Watch”, “Redeem” or “Ténate”.
If MSSB decides to remove an Alternative Investmieom the
Alternatives Approved List, the Alternative Investm will
receive two status changes - first, to “Redeem” &midr, to
“Terminate” which will impact the services MSSB pites and
the fees you may pay on the Alternative Investment:

* Redeem: If an Alternative Investment’s status is changed
“Redeem” or a similar designation, the Alternative
Investment will no longer be available for investme
through MSSB but MSSB, directly or through an &fitd

or unaffiliated service provider selected and apedo by
MSSB, will continue to perform due diligence andaae
you the fee set out in your Client Agreement uthil status

is changed to “Terminate” or until a date as MSSEhn
otherwise determine in its sole discretion.

Terminate: If an Alternative Investment’s status is changed
to “Terminate” or a similar designation, (A) MSSBillw

terminate due diligence coverage of the Alternative

Investment, (B) as it relates to that Alternatimedstment,
MSSB will cease acting as your investment advisat you
will stop paying the fee set out in your Client Agment
(although you will continue to pay any underlying
management fees to the investment manager of t
Alternative Investment for as long as you retaire th
Alternative Investment), (C) the Alternative Invesnt will
no longer be part of the AIA, Al, or CP account amitl be
transferred to a brokerage account, and (D) youbgitome
solely responsible for any decision to remain iteeésn the
Alternative Investment. To the extent you remaivested
in the Alternative Investment after the status dearo

Product is made by you and is your responsibilitht any time,

you may terminate your investment (subject to th&trictions

applicable to the Selected Investment Product) amplying

with  MSSB’s procedures and, if you wish, select ewn
Alternative Investment for your account so that ymumtinue to
receive the services available in the program.

Alternative Investments Program (SB Channel Only)

The Alternative Investments Program (“Al”) prograns
substantially similar to the AIA program descriteabve except
that:

Al is only available through the SB Channel,

assets that are custodied will be at CGM (AIA diehave
custodied assets held at MSSB);

Al clients receive written Investment Monitors (Aldents
receive Quarterly Performance Reports). See Account
Statements and Performance Reviews; and

if you wish to continue to participate in a Selecte
Investment Product that has received a status ehamg
“Terminate”, you shall continue to pay MSSB the
alternative investments consulting fee in recognitof the
advice previously provided by MSSB and, where ayayhlie,
for continuing services such as performance meawmme
and monitoring.

h'Fhe decision to participate in Al and the selectioh any

Alternative Investment
responsibility.

is made by you and is your

Alternative Investments Advisory-Custom Portfolio
Program

The Alternative Investments Advisory-Custom Poitfd‘CP”)

Terminate, MSSB may continue to provide performanceprogram offers qualified clients consulting and adstrative

reports and account statements to you and youpaill an

services from MSSB and access to non-discretiomaistom

annual fee of 0.25% of your remaining assets int thaportfolio construction advice from an affiliate WISSB (the “CP

Alternative Investment that were previously in AIA| or
CP, payable quarterly in advance, which may be edior
reduced at the sole discretion of MSSB, for sucim-no
advisory services. MSSB may also retain a nonsaalyj
ongoing distribution fee directly from the Alternet
Investment or the manager of the Alternative Investt (if
available).

In HedgePremier, removal of an Alternative Invesitrfeom the
Alternatives Approved List may result in the fuljuidation of
the HedgePremier fund’'s investment in the Altenrati
Investment by HedgePremier's program manager.

Prior to investing, you should review the offerintaterials for
such illiquid investments, in particular the ternod any
restrictions on the premature termination or ligtion of your
Selected Investment Product. Your Financial Advisay also
recommend a change of Alternative Investments.d,, ejour
investment objectives or market conditions changeif,ofor
some other reason, another Alternative Investmemtldv be
more appropriate for you.

The AIA program is non-discretionary and the dexisito
participate in AIA and the selection of any Seldcbhevestment

5

Manager”). MSSB itself does not provide asset rmgansent
services in CP.

Based on the investment objectives and requirem@mtkiding
any restrictions) provided by you to MSSB and tlieManager,
the CP Manager will generate an Investment Poliatethent
that identifies suitable Alternative Investmentsonfr the
Alternatives Approved List.

You will sign a client services agreement with MS%Rd
separate fund documentation for each Selected timesd
Product. You will pay a separate fee to the manafeeach
Selected Investment Product.

You may change a Selected Investment Product fprreason
by complying with MSSB’s procedures for changeshe TTP
Manager may recommend a change of Alternative Inwvests
if, e.g., your investment objectives or market dtods change
or if, for some other reason, another Alternativevelstment
would be more appropriate for you.

See also Changes in Availability of Alternative éstments
above under “Alternative Investments Advisory Peogt.



The CP program is non-discretionary and the detisio
participate in CP and invest in any Alternative datment is
made by you and is your responsibility.

Alternative Investments Advisory-Discretionary
Manager Services

The Alternative Investments Advisory-Discretionakjanager
Services (“DMS”) program offers qualified clientshet
discretionary investment management services ofVi85B-
affiliated manager
consulting and administrative services. MSSB fitsieles not
provide asset management services in DMS.

management, may provide specialized investment sadyi
services on either a discretionary or non-discnetig basis to
clients.

Account Opening

To enroll in any program described in this brochymu must
enter into the respective program’s client agredr(tée “Client
Agreement”) with MSSB. For DMS, you will also enfeto an
investment management agreement with the DMS Manage

in a program where MSSB provides

Restrictions

Your ability to impose restrictions on your investmts in the
programs is limited. For example, you may restit$SB

DMS is designed to provide ultra high net worth andfrom buying specific securities or a category afiséies (e.g.,

institutional clients with a customized portfolid alternative
investments specific to their needs with respeatigk/reward,
strategy allocation, geographic exposure, concgaotra and
leverage. Portfolios will be created and managedbyWMSSB

affiliate (the “DMS Manager”) on a fully discretiary basis (as

described below under “Investment Process”). Ireotivords,
the DMS Manager, and not you, has the discretiomnldoide

what alternative investments to buy and sell inrnyaecount. The

tobacco companies). If you restrict a categoryse€urities,
MSSB will determine which specific securities falithin the
restricted category. In doing so, we may rely amsie
sources (e.g. standard industry codes and respaoeided by
independent service providers). Any restrictions ympose on
individual securities have no effect on the holdiraf certain
alternative investments where they operate in azgare with
the investment objectives and strategies descrilmedheir

DMS Manager will be solely responsible for designin offering materials.

monitoring, and rebalancing your portfolio as neeeg. You

should discuss with your DMS Manager which investme |n cp and DMS, any restrictions should be included/our

strategy suits your investment goals. The DMS Managill

create your portfolio from a selection of hedgedsirand may

also include hedge funds purchased via secondangdctions,
private equity funds and real estate funds. In DNMWSSB
does not due diligence the alternative investmantghich you
may invest. However, MSSB will perform due diligeron and
periodically monitor the DMS Manager.

In DMS, you enter into one agreement with MSSB for
consulting and administrative services and entgr snseparate

discretionary investment management agreement tvi¢tDMS
Manager relating to due diligence, performance tapg, and
the management of the assets by the DMS Managbe DMS
Manager will use client assets to purchase limpeadnership
interests in either a Delaware or Cayman limitedtr@aship.
The Delaware limited partnership will issue clieatsingle K-1.
Clients will hold share classes in the applicabimitéd
partnership interests that are mapped to the uwidgrl
investment funds in which the DMS Manager has chose
invest each client's assets.

investment guidelines.  You should contact your DM&ager
to determine what types of restrictions you maycelan your
account.

Account Statements and Performance Reviews

In AIA and Al, we provide written Investment Moni® (SB
Channel) or Quarterly Performance Reports (MS Cahand
Converted Accounts) to you every quarter. Theg®ws have
tabular reports and graphical displays showing owur account
investments have performed, both on an absolutie bad on a
relative basis compared to recognized indices (sicBtandard
& Poor’s indices). You may access these reportsutih
MSSB’s online account services site. To enroll yaocount in
the online account service site, go to
https://lwww.morganstanleyclientserv.com/Free CoriiEamblim
ents/ldentification.aspx and follow the step-bypsiestructions.
If, however, you would like to receive these repdoy mail,
please call 1-888-454-3965.

In CP, MSSB will provide quarterly reports and e Manager

Investment ProcessThe DMS Manager manages your DMS will provide periodic reports to you describing therformance

account based on the investment guidelines that ara the
DMS Manager agree to in an investment managemeaeamgnt
(“IMA”). The DMS Manager is primarily responsibléor
making and implementing investment management idesisor
your account within the investment guidelines. akailability
of investment strategies and securities and théicality of
investment limitations may vary among clients. Yshould
consult with your DMS Manager for more information the
DMS Manager’s approach to investing, and availaiblestment
strategies.

Other

In addition to the specific services described &hdnom time to
time, Financial Advisors, with the approval

of MSSB

of the Selected Investment Products based on fiortioldings
information received from managers of the Selettegstment
Products or their agents.

In DMS, your account will be reflected on a montktatement
from MSSB. In addition, the DMS Manager will prdei
monthly valuations for the DMS account as well & t
performance for the underlying accounts. You wdteive a
monthly fact card and quarterly commentary from IS
Manager which is tailored to your account and thM3D
Manager may further customize client statementsqgtiested.

Performance information may be based on a prelimina
estimate of an Alternative Investment's performarioe the



month. The final performance results may be higirelower
than the data reflected in the periodic report gled by MSSB
or its affiliate. You are responsible for reviegiperformance
reports and promptly reporting any discrepancidd $5B.

Risks

All trading in an account is at your risk. The alof the assets
held in an account is subject to a variety of fesstguch as the
liquidity and volatility of the securities marketg/e and the
managers do not guarantee performance, and a managst
performance with respect to other accounts doepnealict your
account’s future performance. You should consuthwour
Financial Advisor, CP Manager, or DMS Manager rdgay the
specific risks associated with the investmentsoaryaccount.

Risks Relating to Alternative Investments Alternative

investments have different features and risks fother types of
investment products. As further described in tHéerimg

documents of any particular Alternative Investmeran

investment in alternative investments can be highityuid, is

speculative and not suitable for all investors. r Egample,
alternative investment products may place substalnits on

liquidity and the redemption rights of investonscluding only

permitting withdrawals on a limited periodic basisd with a
significant period of notice and may impose earlyhdrawal

fees. Investing in alternative investments is ndexd for

experienced and sophisticated investors only wieowalting to

bear the high economic risks of the investment.vedtors
should carefully review and consider potential siskefore
investing. Certain of these risks may includeslo$ all or a
substantial portion of the investment due to legierg, short-
selling, or other speculative practices; lack qluidity, in that

there may be no secondary market for the fund aoden
expected to develop; volatility of returns; redidns on

transferring interests in the fund; potential ladldiversification

and resulting higher risk due to concentration cdding

authority when a single advisor is utilized; absenof

information regarding valuations and pricing; coexpltax

structures and delays in tax reporting; less rdmguiaand higher
fees than mutual funds; and advisor risk.  Altdueat
investment products may also have higher fees udhat

multiple layers of fees) compared to other typemweéstments.
Individual funds will have specific risks related ttheir

investment programs that will vary from fund to dun For

more details on these and other features and riglegse
carefully read the documentation (including rislsaltbsures)
relating to any Selected Investment Product, ad aglyour

MSSB Client Agreement.

Risks Relating to Money Market Funds.An investment in a
money market fund is neither insured nor guarantegdhe
Federal Deposit Insurance Corporation (“FDIC”) oy eother
government agency. Although money market fundsk dee
preserve the value of your investment at $1.00spare, there is
no assurance that will occur, and it is possibléose money if
the fund value per share falls. Moreover, in som
circumstances, money market funds may be forcedetmse
operations when the value of a fund drops below)®Iper
share. In that event, the fund’'s holdings areidigted and
distributed to the fund’s shareholders. This litaion process
could take up to one month or more. During thateti these

funds would not be available to you to support hases,
withdrawals and, if applicable, check writing or MTdebits
from your account.

Risks Relating to Differing Classes of SecuritieBRifferent

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

For other risks relating to the particular stratggy hold in any
Alternative Investment, see the offering materiéds your
Alternative Investment and, where available, theVABart 2 for
the manager of the Alternative Investment.

For other risks relating to the particular stratggy hold in your
DMS account, see your DMS Manager’'s ADV Part 2. bam
ask your Financial Advisor for a copy.

Tax Considerations

A Financial Advisor may agree with you to implementlient-

developed investment strategy that you believeeissisive to

your particular tax situation. Neither we nor aon§ our

affiliates provides tax or legal advice and, theref we and they
are not be responsible for developing, evaluatinthe efficacy
of any such tax-sensitive strategy. You need teeld® any

such strategy in consultation with a qualified tamviser.

Certain tax-sensitive strategies can involve risksAmong

others, tax-efficient management services involneincreased
risk of loss because your account may not recdieebenefit
(e.g., realized profit, avoided loss) of securitiemsactions that
would otherwise take place in accordance with thearicial

Advisor’'s investment management decisions for theoant.

Replacing a manager may result in sales of seesirétind subject
you to additional income tax obligations.

Fees

For our services in the programs, you pay MSSBssetabased
fee (at a maximum annual fee rate of 2%). MSSB allibcate
a portion of your fee to your Financial Advisor and
applicable, to an unaffiliated or affiliated dudigince service
provider. In CP, we may pay a part of the fee gay to us to
the CP Manager. In DMS, you pay the DMS Managéeea
pursuant to your separate investment managemeeemgnt
with the DMS Manager. Each manager of your Setecte
Investment Product charges you a separate fee des f
associated with your investment in the Selectededtment
Product. We do not pay the manager any part offeéleeor
other compensation you pay to us. You pay MSSB thed
manager of the Alternative Investment separately fioe
services each provides in the programs.

HedgePremier Program Participation Feedf you make an
investment through HedgePremier as a consultimmicthrough
AIA or Al, you will also pay an affiliate of MSSBMorgan

eStanley HedgePremier GP, LLC (the “Program Manggeat

ongoing program participation fee (the “Programtiegation
Fee”), which is distinct from the other fees ddsed in this
brochure. As more fully described in the HedgePeerffering
materials, the Program Participation Fee is intdnde
compensate the Program Manager for certain admatiisg,



reporting and other services. The Program Managjeregeive
0.25% annually for investments less than $5,000,800 0.15%
annually for investments in excess of $5,000,008% Program
Participation Fee payable to the Program Managemised for
certain retirement accounts. While you remain i Ar Al,
your Financial Advisor will not receive any portioof the
Program Participation Fee.

Fees are Negotiable. Fees for the programs described in this

brochure are negotiable based on a number of f&aturiuding
the type and size of the account and the rangemicgs we
provide). In special circumstances, and with tH&nts
agreement, the fee charged to a client for an adcomay be
more than the maximum annual fee stated in thiosec

The fee is payable as described in the Client Agesd.
Generally, the initial fee is due in full on thetelgjou invest in
the Alternative Investment open your account at BS&®d is
based on the market value of the account on theg. dahe
initial fee payment covers the period from the dpgndate
through (at your election) the last business dayhef current
quarter or the next full calendar quarter and i®ragted
accordingly. Thereafter, the fee is paid quarténlyadvance
based on the account’s market value on the lashéss day of
the previous calendar quarter and is due the fafigvbusiness
day. The Client Agreement authorizes MSSB to dedees
when due from the assets contained in the account.

Breakpoints. Fee rates in the programs may be expressed a3 se programs may be higher or lower than the fiedbese

fixed rate applying to all assets in the accounta®a schedule
of rates applying to different asset levels, oredkpoints.”

When the fee is expressed as a schedule of ratessponding

to different breakpoints, discounts, if any, aregoteated

separately for each breakpoint. As the value obact assets
reaches the various breakpoints, the incrementdtaisabove
each threshold are charged the applicable rateseffactive fee
rate for the account as a whole is then a weightedage of the
scheduled rates, and may change with the accoset lesel.

Each manager and strategy you hold in AIA, Al aitlaEe held
in a separate account, even if held in the samgrano.

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

purposes, you can benefit even more from existieghpoints.
If you have two accounts, the “related” fees on &gt #1 are
calculated by applying your total assets (i.e. @sseAccount #1
+ assets in Account #2) to the Account #1 breakpoiBecause
this amount is greater than the amount of assel@ysin

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

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

procedures, they will only be related if this i®sifically agreed
between you and the Financial Advisor.

B. Comparing Costs

Program fees vary across different programs. Yoy beable
to obtain similar services separately for a lovesr from MSSB
or elsewhere. Several factors determine whethevoitld cost
more or less to participate in a program than tcclpase the
services separately (including the size of youoaat, the types
of investments, whether the investments involve txom

addition to the program fee, and the amount ofitigadn the

account). In addition, you may be able to obtairiate services
or gain access to particular securities for a lofes in one
program as opposed to another.

In DMS, the primary service that you are purchasingpe DMS
Manager’s discretionary management of your poufpliursuant
to certain program guidelines. Cost comparisons diffecult
because that particular service is not offeredtireioprograms.
Depending on the level of trading and types of Hées
purchased or sold in your account, if purchasedrsegply, you
may be able to obtain transaction execution agherior lower
cost at MSSB or elsewhere than the fee in thesgranas.
However, such transactions could not be executed aon
discretionary basis in a brokerage account. Inteddi MSSB
offers other programs where discretionary portfoianagement
is provided by third party investment managers toedfees in

programs.

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

C. Additional Fees

If you open an account in one of the programs desdrin this
brochure, you will pay us an asset-based fee forseuvices.
The program fees do not cover:

» the costs of investment management fees and otpenses
charged by Alternative Investments (see below farem
details)

e “mark-ups,” “mark-downs,” and dealer spreads (Aptth
MSSB or its affiliates may receive when acting asgpal
in certain transactions where permitted by law By that
other broker-dealers may receive when acting aipal in
certain transactions effected through MSSB andfsr i
affiliates acting as agent, which is typically thase for
dealer market transactions (e.g., fixed income @ret-the-
counter equity)

e brokerage commissions or other charges resultign fr
transactions not effected through MSSB or its iatls

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



+ HedgePremier Program Participation Fees (as destrib If you do not select a Sweep Investment when yoenoyour

above in Item 4.A. under

Participation Fees”)

“HedgePremier

e servicing fees applicable upon termination of thier@
Agreement

e account closing/transfer costs
e processing fees or

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

Alternative Investments in Advisory Programs

Investing in Alternative Investments is more expesmsthan
certain other investment options offered in othe&visory

programs. In addition to our fee, you pay the faed expenses

of the Alternative Investments in which your accbigrinvested.

Such fees and expenses are charged directly foothleof assets

in which the Alternative Investments invest. Thdees and
expenses are an additional cost to you and armclatied in the

exchange , fee

Programaccount, your Sweep Investment will be BDP if yoe eligible.

Clients with accounts that are with retirement ptexcounts or
Coverdell Education Savings Accounts should re@dERhibit
to this brochure (“Affiliated Money Market Funds de
Disclosure Statement and Float Disclosure Statéinent

The custodian will effect sweep transactions ooltite extent
permitted by law and if you meet the Sweep Investine
gligibility criteria.

Bank Deposit Program. Through the Bank Deposit Program,
Deposit Accounts are established for you at onmare of the
following banks (individually and collectively, théSweep
Banks”"): (i) Morgan Stanley Bank, N.A. (i) Morga8tanley
Private Bank, National Association or (iii) CitidgrN.A. The
Sweep Banks are affiliated with MSSBhe Sweep Banks pay
interest on the Deposit Accounts established urtder BDP.
Your deposits at the Sweep Banks will be insurethleyFederal
Deposit Insurance Corporation (“FDIC") up to apphte limits,
in accordance with FDIC rules, and subject to agatien of all
the accounts (including, without limitation, ceddtes of

fee amount in your account statements. Each Altea deposit) that you hold at the Sweep Banks in tlmeseapacity.

Investment describes their fees in its offeringamats. Current
and future expenses may differ from those statetiéroffering
materials.

You do not pay any sales charges for purchasesltefriative
Investments in programs described in this brochtiewever
some Alternative Investments may charge, and ndveyeaa
redemption fee on certain transaction activityénadance with
their offering materials.

In addition to the program fee paid by you, MSSHI ats
affiliates may receive payments from managers dérAhtive
Investments or their affiliates with respect to ehltative
Investments held in the account. Thus, we have rdlicbto
recommend Alternative Investments over other séearivhere
we do not receive such payments.

Certain Alternative Investments are sponsored onagad by
affiliates of MSSB. Since the affiliated sponsar rmanager
receives additional investment management feesothret fees,
MSSB has a conflict to recommend MSSB-affiliatedefhative
Investments.

Cash Sweeps

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

MSSB acts as custodian for your account, it wiltef “sweep”

transactions of uninvested cash and allocatiomsi$b, if any, in

your account into:

» interest-bearing bank deposit accounts (“Depos@odats”)
established under the Bank Deposit Program (“BiP”)

* money market mutual funds (each, a “Money Markeatd*u

Bank deposits held through the BDP are not covbye8IPC or
excess coverage.

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

Terms of the Bank Deposit Program are further diesdrin the
Bank Deposit Program Disclosure Statement, which bé
provided to you upon your first investment in thanB Deposit
Program. You may also obtain the Bank Deposit Ruogr
Disclosure Statement as well as current interg¢esrapplicable
to your account, by contacting your Financial Advisor
through MSSB's web site at
www.morganstanleyindividual.com/accountoptionsiaadissets/
investmentfeatures. You acknowledge and underdfzatdwe
may amend the list of Sweep Banks at any time witlvithout
notice to you. If you are participating in the BabBeposit
Program, please read the Bank Deposit Program d3igr
Statement carefully.

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

If BDP is your Sweep Investment, you should be awidat,
each Sweep Bank will pay MSSB a fee equal to thegugage
of the average daily deposit balances in your Dépazount at
the Sweep Banks. Your Financial Advisor will noteae a
portion of these fees or creditdn addition, MSSB will not
receive cash compensation or credits in connegtitinthe BDP

and, together with BDP Deposit Accounts, “Sweepfor assets in the Deposit Accounts for retiremef@éng or

Investments”).
Morgan Stanley Investment Advisors Inc. or anoti&SB
affiliate

The Money Market Funds are manded Coverdell Education Savings accountsAlso, the affiliated

Sweep Banks have the opportunity to earn incoméherBDP
assets through lending activity, and that incomeussially
significantly greater than the fees MSSB earns ffitiated



Money Market Funds. Thus, MSSB has a conflictntéiiest in
selecting or recommending BDP as the Sweep Invexd{ragher
than an eligible Money Market Fund.

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

Money Market Funds. We may, in our sole discretion, offer
Money Market Funds as Sweep Investments. The Mbfaket
Funds are affiliated with MSSB.
purchases and redemptions of Money Market Fundeshaiay
be effected only through MSSB and that you may dicgctly
access the Money Market Fund.

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

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

procedures may vary. Before you invest in any MoNarket

Fund, read its prospectus carefully. Money MaFid shares
are neither insured nor protected by the FDIC. $twent in any
money market fund is a purchase of securities tdue the

money market fund, not a bank deposit.

Certain of the Money Market Funds described aboageh
minimum investment requirements. In addition, MS&tay
require a minimum initial investment to activater@or all of
the Sweep Investments. If you do not meet the minininitial
investment, uninvested cash and allocations to aasHigible
accounts will be invested in the BDP.

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

We may offer other money market funds as a nongwe
investment choice. You may purchase shares in themeey
market funds by giving specific orders for eachchase to your
Financial Advisor. However, uninvested cash in yagcount
will not be swept into these money market funds.

Since the Money Market Funds are sponsored or nezhag
MSSB affiliates, those MSSB affiliates receive aavy fees and
may receive other fees from the Money Market Fuifideur
account cash balances are invested in the MonekeWi&unds.
Therefore, MSSB has a conflict of interest in sthec or

You understand t tha

balance

e

affiliates will be credited to the account or offsmainst the
advisory program fee. Please see the attached biExhi
“Affiliated Money Market Funds Fee Disclosure Stagnt and
Float Disclosure Statement” for more details.

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

D. Compensation to Financial Advisors

If you invest in one of the programs described inbhixhure, a
portion of the fees payable to us in connectiomwiur account
is allocated on an ongoing basis to your Finangdlisor. The
amount allocated to your Financial Advisor in cocti@n with

accounts opened in programs described in this brecmay be
more than if you participated in other MSSB investin
advisory programs, or if you paid separately fovestment
advice, brokerage and other services. The compenswe

pay Financial Advisors with respect to program acds is
typically higher than the compensation we pay Famn
Advisors with respect to transaction-based brokeragcounts.
Your Financial Advisor may therefore have a finah@ncentive
to recommend one of the programs in this brochostead of
other MSSB programs or services.

If you invest in one of the programs describedhiis brochure,
the Financial Advisor may charge a fee less thanntiaximum
fee stated above. The amount of the fee you payféstor we
use in calculating the compensation we pay yourardral
Advisor.  Therefore, Financial Advisors have a ficial
incentive not to reduce fees. If your fee ratbatow a certain
threshold, we give your Financial Advisor credit fess than the
total amount of your fee in calculating his or lsempensation.
Therefore, Financial Advisors also have a finaniciaéntive not
to reduce fees below that threshold.

Item 5: Account Requirements and
Types of Clients

AIA and Al do not have minimum account size requoiests.
The CP and DMS programs have a minimum account &fize
$25,000,000, subject to exception approval by M388, in the
case of DMS, the DMS Manager.

Minimum account sizes apply for each Alternativedsiment in
a program and generally range from $10,000 to $500® or
higher.

MSSB’s clients include individuals, trusts, bankig thrift
institutions, pension and profit sharing plans,nptearticipants,
other pooled investment vehicles (e.g., hedge fyrataritable
organizations, corporations, other businesses stamunicipal

recommending the Money Market Funds as your Sweegovernment entities, investment clubs and othdtiest

Investment. For retirement accounts with cash laamvested

in Money Market Funds sponsored or managed by MSSBEo invest in alternative investment vehicles in fh®grams

affiliates, certain fees received and retained hghsMSSB
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described, you must meet certain eligibility and/eistment



minimums imposed by MSSB. You also may be subfect
additional investor criteria, such as “accreditadestor” under
Regulation D of the Securities Act of 1933, as amesh and
“qualified purchaser” under the Investment Compakot of
1940, as amended.

Iltem 6: Portfolio Manager Selection
and Evaluation

A. Selection and Review of Portfolio

Managers and Funds for the Programs

In AIA, Al and CP, we offer a wide range of invesm
managers that we have selected and approved. 4lisrabove
describes the basis on which we recommend parnticudsmagers
to particular clients. This Item 6.A describes en@enerally
how we approve, downgrade and terminate managams AlA,
Al and CP. Managers may only participate in thé& A\l and
CP programs if they are on MSSB'’s Alternatives Apd List
(described below). Managers often offer more thame
Alternative Investment and we may include only sarh¢hose
Alternative Investments (or only certain share s#a&sof such
Alternative Investment) in our programs, may cadifferent
Alternative Investments (or share classes) in difie programs,
and assign different statuses to different Altéugalnvestments.

As well as requiring Alternative Investments to ba the
Alternatives Approved List or Approved List, we loat other
factors in determining which Alternative Investnemte offer in
these programs, including program needs (such athehwe
have a sufficient number of managers available nnasset
class), and client demand.

In DMS, the DMS Manager (and not MSSB) is respdesfbr
the selection of managers for your portfolio as Ivwad the
review, approval, and monitoring of such Alternativ
Investments.  Although MSSB has no involvement fre t
selection or review of the Alternative InvestmentdSSB
periodically conducts a formal review of the DMS mhager
(generally, every 12-18 months) to confirm the aility of the
DMS Manager as a discretionary investment manageti¢nts
of MSSB.

Selection of Alternative Investments

In AlA, Al and CP, investment and business risk dilgence
on Alternative Investments is provided by MSSB thglo (i) our
Alternative Investments Research group (“AIR")) @n affiliate
of MSSB that may provide due diligence and monitgri
services, or (iii) an independent consulting firetained by
MSSB that is also in the business of evaluatingcdggabilities
of alternative investments. Any firm providing dddigence
will generally follow a methodology similar to thased by AIR
(described below) in reviewing such alternativesistynents.

On an ongoing basis, AIR analysts conduct both tjasine and
qualitative research on potential candidates. Thesearch
includes, among other things, a review of relevdotuments,
calls and meetings with the investment team, andretysis of
investment performance. Generally, although tlecess may
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be modified for a particular manager or Alternatineestment
as AIR may deem appropriate, AIR also conductsienssits,
review a separate business risk due diligence igmestire and
examine areas such as portfolio pricing, continggslanning,
background checks on key principals and other itenideir
research covers the Alternative Investment in doresnot the
investments in which that Alternative Investmentynia turn
invest. For example, for a fund of funds, AIR’ssearch
process is applied to the fund of funds, and notetxh
individual fund in which the fund of funds invests.

If a new Alternative Investment is viewed as an rappate
candidate by AIR or the firm providing due diligencthe
vehicle is presented to an MSSB alternative investnproduct
review committee (“AIPRC”). The AIPRC consists afngor
MSSB representatives who are mandated to approwgoped
candidates and reconfirm existing vehicles on aoger basis.
Once a new Alternative Investment is approved ey APRC,
and all required due diligence materials are \aifiit receives
an “Approved” status, is placed on the Alternativigsproved
List, a list of alternative investment vehiclesvitnich qualified
clients may invest, and is available for allocasidn qualified
clients on a placement and/or advisory basis. dabert
Alternatives Investments on the Alternatives Apmu\List are
available to qualified clients in the AIA, Al andPCprograms.

Ongoing monitoring of managers and investment Vesion the
Alternatives Approved List is provided by AIR orethfirm
which provided the original due diligence. In dadi to
manager-specific monitoring, the reviewer monitargerall
market conditions in their specific strategies xjjertise.

MSSB removes Alternative Investments from the AR, and

CP programs if AIR, or the due diligence servicevaer

responsible for coverage of the Alternative Invesim
downgrades the Alternative Investment to “TermihateWVe

may terminate managers from these programs for edasons
(e.g., the manager has a low level of assets undeagement in
the program, the manager has limited capacity fmthér

investment, or the manager is not complying with palicies

and procedures). AIR's head of research can remmve
alternative investment vehicle from the Alternasiv&pproved
List without consulting the AIPRC, but the AIPRC liwbe

notified of all such actions and have the rightctdl for an

assessment of the decision. For more informationstatus
changes and impacts on your account, see ltem 4.A.

Watch Policy

MSSB has a “Watch” policy for Alternative Investnigmon the
Approved List. Watch status indicates that, inieeing an
Alternative Investment, AIR has identified specifireas related
to the Alternative Investment, the manager of tHeerAative
Investment, or the markets in general that (i) tnéuither
evaluation by AIR and (ii) may, but are not certtn result in
the removal of the Alternative Investment from ti#gproved
List”. Putting an Alternative Investment on Watdoes not
signify an actual change in AIR opinion nor is ig@arantee that
AIR will remove the Alternative Investment. Therdtion of a
Watch status depends on how long AIR needs to atalthe
reason for the status change, which may includengnthings,



an evaluation of the markets, the Alternative Itwent, and the
manager of the Alternative Investment.

Calculating Portfolio Managers’ Performance

We do not calculate composite manager performanc¢he
programs. Neither MSSB nor a third party
performance information to determine or verify dscuracy or
its compliance with presentation standards and efbe
performance information may not be calculated amiform or
consistent basis. Generally, the manager of theerddtive
Investment determines the standards used
performance data.

reviews

suitable for you in light of matters such as yoovestment
objectives and financial circumstances.

Iltem 6.A. describes the selection and review prodes all
managers of Alternative Investments that are aptglghrough
these programs.

Other Conflicts of Interest

MSSB has various other conflicts of interests metptto the
programs described in this brochure.

to chdcula

Advisory vs. Brokerage AccountdMSSB and your Financial
Advisor are likely to earn more compensation if ypuest in a

Valuations. Valuations used for account statement purposeprogram described in this brochure than if you oadimokerage

and billing purposes, and for any performance rspoare
obtained from the manager of each Selected InvedtR®duct.
These valuations (and any corresponding benchmadexi
values) may be estimates, may be several weekalof the
dates MS&Co. produces your account statementstsepord
calculates your fees and, in the case of indexeslmay be
based on information from multiple sources. Thealfi
performance figures for the applicable period mayhigher or
lower, and MSSB is under no obligation to providgice of, or
compensation to, clients for any difference in perfance.

If you invest in a fund of funds, your account do@nts may
use the HFRI Fund of Funds Composite Index (“Fadeki) as
a benchmark. The FoF Index consists of over 80fedtic
and offshore funds of hedge funds that have at B@ million
under management or have been actively tradingtféeast 12
months. It is equally weighted on a fund by furakis and
fund assets are reported in USD on a net of fess.balt is
updated three times a month and the current morthés the
prior three months’ values are subject to chang8SB! is not
obligated to notify you of any such changes. Tlo& fdex
values are likely to be more up-to-date than thta dar the
Selected Investment Products for which it is thechenark.
You cannot invest in the FoF Index. For more infation see
https://www.hedgefundresearch.com.

B. Conflicts of Interest

Conflicts of Interest — Affiliate Acting as Portfolio
Manager

In AIA, Al and CP, an affiliate of MSSB may act & manager
for one or more your Alternative Investments. Whehis

occurs, we or our affiliates earn more money inryaccount
from your investments in such investments than frother

investment options. MSSB and the Financial Adviagr also
likely to earn more compensation if you invest irp@gram

described in this brochure than if you open a brage account
to buy individual securities. Also, in DMS, the BWanager
is an affiliate of MSSB.

These relationships create a conflict of interest ds or our
affiliates as there is a financial incentive to aeenend the
investments. We address this conflict of intelstdisclosing
it to you and by requiring Financial Advisors’ suyisors to
review your account at account-opening to ensuet this
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account to buy individual securities (although,arbrokerage
account, you may not receive all the benefits @& finograms
described in the brochure). Financial Advisors afi&SB
therefore have a financial incentive to recommend of these
programs described in this brochure. We addrdssctnflict
of interest by disclosing it to you and by requirikinancial
Advisors’ supervisors to review your account atcactt-opening
to ensure that it is suitable for you in light ohtters such as
your investment objectives and financial circumsén

MSSB as Placement AgenMSSB also acts a placement agent
for certain Alternative Investments whereby suctiestments
are available through MSSB on a non-advisory basfiisen an
Alternative Investment is purchased on a placemgasis,
different terms and conditions, including differerfee
arrangements, may apply. For example, when atdiismsts
through HedgePremier on a placement basis, thaytipay an
ongoing advisory fee, however, they pay an upfrgatement
fee and the Program Manager receives a higher &mrogr
Participation Fee which is shared with MSSB andFitsancial
Advisors. A Client investing on an advisory basisympay
higher fees, in the aggregate, than if such investrhad been
made on a placement basis.

Payments from Managers of Alternative Investments.
Managers of Alternative Investments offered in firegrams
described in this brochure may agree to pay ustypes of
payments described above in Item 4.C. We havenélictoof
interest in offering Alternative Investments be@auwse or our
affiliates earn more money in your account from ryou
investments in Alternative Investments than fromheot
investment options. However, in cases where weiveca
portion of the management fee paid by you to a manaf an
Alternative Investment and we charge a programuieger the
programs in this brochure, we credit such fee taryaccount.
Also, we do not share this money with your Finahéidvisor
(i.e. the compensation we pay to your Financial i8dvis not
affected by the payments we receive from the Alibve
Investments). Therefore, your Financial Advisoeslmot have
a resulting incentive to buy Alternative Investneenh your
account, or to buy certain Alternative Investmerather than
other Alternative Investments in any of the progsam this
brochure.

Payments from ManagersManagers participating in MSSB-
sponsored internal training and education conferenand
meetings may make payments to, or for the bengfii8SB or



its Financial Advisors to offset the expenses inedirffor 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 managererfed to as
“Global Partners”) dedicate significant financiahda staffing
resources to these activities. Global Partners megeive
additional opportunities to sponsor MSSB events pramote
their products to Financial Advisors and clientkisTcould lead
Financial Advisors to focus on products manageainyGlobal
Partners when recommending products to clienteaaksbf those
from other managers that do not commit similar veses to
educational, marketing and other promotional effortMSSB
selects managers to be Global Partners based otitgqtiae and
qualitative criteria.

Managers may also sponsor their own educationafleoamces
and pay expenses of Financial Advisors attendiegdahevents.
MSSB'’s policies require that the training or edimaal 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 nominidls 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.

We address conflicts of interest by ensuring tht payments
described in this “Payments to Managers” sectiomdbrelate
to any particular transactions or investment magieM5SB
clients with managers. Managers participating negpams
described in this brochure are not required to naakeof these
types of payments. The payments described in ghigion
comply with FINRA rules relating to such activities

Affiliate Acting as Portfolio Manager. Where permitted by
law, and except for plan accounts, an affiliateM$SB may

have been selected to act as the manager for one@ your

investments. Where this occurs, we or our afééa¢arn more
money than from other investment options. MSSB &mel

Financial Advisor are also likely to earn more cemgation if

you invest in a program described in this brochihan if you

open a brokerage account to buy individual se@siti

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

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

account.
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Trading or Issuing Securities in, or Linked to Sedqties in,
Client Accounts. MSSB, MS&Co., CGM and their affiliates
may provide bids and offers, and may act as praiciparket
maker, in respect of the same securities heldienchccounts.
MSSB, the investment managers in its programs, M&&C

o@WGM and their affiliates and employees may holdositpn

(long or short) in the same securities held inntliaccounts.
MS&Co., MSSB, CGM and/or their affiliates are reguissuers
of traded financial instruments linked to secusitttat may be
purchased in client accounts. From time to tirhe,ttading of
MSSB, a manager, or their affiliates — both foritlpgoprietary
account and for client accounts — may be detrintetda
securities held by a client and thus create a wbrdf interest.
We address this conflict by disclosing it to you.

Services Provided to Other Client84SSB, MS&Co., CGM,
investment managers and their affiliates provideadety of
services (including research, brokerage, asset geament,
trading, lending and investment banking services)efch other
and for various clients, including issuers of séms that MSSB
may recommend for purchase or sale by clients @otrerwise
held in client accounts, and investment managefivens in the
programs described in this brochure. MS&Co., CGMSIB,
investment managers and their affiliates receivengansation
and fees in connection with these services. MSSE\ms that
the nature and range of clients to which such sesviare
rendered is such that it would be inadvisable teluse
categorically all of these companies from an actoun
Accordingly, it is likely that securities in an aemt will include
some of the securities of companies for which MS&@GM,
MSSB, investment managers and their affiliates roraffiliate
performs investment banking or other services.

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

MSSB, the managers and their affiliates may alsoeld@

analyses and/or evaluations of securities sold ipr@egram

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

account, on any such information, analyses or et@lns.

MSSB, investment managers and their affiliates e

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

Research Reports.MS&Co. and CGM do business with
companies covered by their respective research pgrou



Furthermore, MS&Co., CGM and their affiliates maglc a
trading position (long or short) in, and client @ents may hold,
the securities of companies subject to such relearcthe
securities of companies that are affiliates of seompanies.
Therefore, MS&Co. and CGM have a conflict of intdréhat
could affect the objectivity of their research repo

Certain Trading Systemdf MSSB directly or indirectly effects
client trades through exchanges, electronic comaoatioin
networks or other alternative trading systems (tiimg
Systems”) in which its affiliates have an ownersimperest,
these affiliates may receive an indirect econonandfit based
on their ownership interest. Currently, affiliated MSSB
(including affiliates of MS&Co. and Citi) own ovéi% of the
voting securities of certain Trading Systems, idelg BATS
Trading, Inc., operator of BATS Electronic TraditNgtwork
(commonly known as “BATS"); the entities that owmdacontrol
the Block Interest Discovery System (commonly knoas
“BIDS”); LavaFlow Inc.; EBX Group, LLC; ELX Futures
Holdings, LLC; ELX Futures, LP; TheMuniCenter; Autated
Trading Desk Financial Services LLC; Automated TmgdDesk
Brokerage Services LLC; Boston Options ExchangeCLEX
Alliance Inc.; and National Securities ExchangehétTrading
Systems on which MSSB may execute trades for cieabunts
include Archipelago; eSpeed; Instinet; NYFIX; Tra@&CN;
BondDesk; ValuBond; NYSE Euronext; TradeWeb; Makket,

CGM and their affiliates. MSSB has a conflict ofarest in
transmitting client orders to these entities.

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

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

Affiliated Sweep Investments. MSSB has a conflict of interest

in selecting or recommending BDP or Money Markehdaias

the Sweep Investment. See Item 4.C above for more
information.

NYPPEX; HedgeBay; and Secondary Market. The Trading

Systems on which MSSB trades for Client accountd &n
which affiliates of MSSB own interests may changenf time to
time. You may contact your Financial Advisor for @pto-date
list of Trading Systems in which affiliates of MSS&wn
interests and on which MSSB and/or MS&Co. tradescfient
accounts.

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

the amount of credits that MSSB, MS&Co. and/or CGM

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

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

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

one of its affiliates acting for its own proprietaccounts.

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

ltem 7: Client Information Provided to
Portfolio Managers

When you open a AlA, Al or CP account, we may seadous
information about you and your account to the manag your
Selected Investment Product (including your namleether or
not your account is taxable, state/country of resie, your
Investor Profile and restrictions). If you are iadividual, we
may provide further information about you and ydimancial
situation (which may include your contact detaslsgial security
number, date of birth, citizenship, occupation, netrth and
income).

When you open a CP or DMS account, we send various
information about you and your account to the CPager or
DMS Manager (including your name, whether or nouryo
account is taxable, state/country of residence,r iowestor
Profile and restrictions). If you are an indiviluave provide
further information about you and your financiakustion
(which may include your contact details, socialusigg number,
date of birth, citizenship, occupation, net worthd @ancome).
We may provide updated information to the managéerw
needed for the manager to manage your accountcfeagges in
restrictions on the securities, or categories ofisges, that your
account can hold).

In CP and DMS, the CP Manager and DMS Manager,
respectively, also requests information directlgnir you, and
any updates it requires from time to time. Youndficial
Advisor may help you forward information in respenso

e Order Flow. An agreement that, subject to best executionfequests.

MSSB will transmit an agreed percentage of cliertecs
for the purchase and sale of securities to MS&@iti,

14



Item 8: Client Contact with Portfolio million to fund independent research. In additiMM§&Co.
agreed to a number of structural changes to theatipes of

Man agers its equity research and investment banking operatio
We do not restrict you from contacting and conegltwith the Concurrently, MS&Co. also entered into a settlemaith
managers of your Selected Investment Products. the NYSE, the NASD and the Attorney General of State
of New York with respect to the same conduct spextifn
In CP, we do not restrict you from contacting amhsulting the complaint. MS&Co. is also in the process oflizing
with your CP Manager. settlements with the other state and territoriatusiéies

administrators.

In the DMS program, you have a direct contracte#tionship

with the DMS Manager, and so may contact the DM$wger -+ In 2003, Salomon Smith Barney (“SSB”), now known as
to determine the consultation you may have with BS CGM, settled civil and regulatory actions brought the
Manager. SEC, the NYSE, the NASD, the Attorney General of th
State of New York (“NYAG”), and state securities
regulators, which alleged violations of certain el and
state securities laws and regulations, and ceN&8D and

ltem 9: Additional Information NYSE rules, by SSB arising out of certain busingsstices

Disciplinary Information concerning sell-side research during 1999 to 2@6d,initial
This section contains information on certain legahd public offerings (IPOs”) during 1996 to 2000. Thetions
disciplinary events. alleged, among other things, that SSB publisheddirkent
research reports, permitted inappropriate influeriog
In this section, “MSDW” means Morgan Stanley DW .Ina investment bankers over research analysts, anddfaib
predecessor broker-dealer of MS&Co. and registamegstment adequately supervise the employees who engagetioset
adviser that was merged into MS&Co. in April 200MS&Co. practices. It was also alleged that SSB engagethjmoper
and CGM are predecessor broker-dealer firms of MSSB spinning” of shares to executives of investmennkiag

clients and failed to maintain policies and progedu
. The National Association of Securiies Dealers Inc. eéasonably designed to prevent the potential misoise

(‘NASD") alleged that between October, 1999 and material non-public information in certain circurstes.
December. 2002. MSDW violated tr;e non-cash  Without admitting or denying the findings, SSB cented to

compensation provisions of the NASD Conduct Ruleslér (1) censures by NASD and the NYSE; (2) cease aststde
which MSDW was prohibited from providing its Finaaic orders in state proceedings prohibiting SSB fromiating
Advisors with non-cash compensation for sales otualu certain state laws and regulations; (3) a judgmpeofibiting
funds and variable annuities that were not basemtahsales SSB from violating certain laws and regulations; ¢értain
and equal weighting). MSDW offered rewards to its operational refolrms; (5) participating in a voluwtmmat!ve
Financial Advisors for sales of affiliated mutualnfls in pursuant to which SSB will no longer make allocasicof
general, or particular affiliated mutual funds oertain securities in hot IPOs to accounts of executivecef or
variable annuities. By a Letter of Acceptance, Waiand directors of U.S. public companies; and (6) a paymef

Consent (“LAWC”) dated September 15, 2003, MSDw  $400 million.
agreed to (1) fines totaling $2.25 million; (2) ape its ) _ . .
compliance systems and procedures; and (3) retain & The SEC alleged disclosure violations in connectath

independent consultant to review and make recomatim marketing arrangements between MSDW and certaimahut
B shares in certain Morgan Stanley proprietary rmlutunds
. On April 28, 2003, the SEC filed a complaint allegjithat in the amount of $100,000 or more in a single tatien.

MS&Co. violated certain NASD and New York Stock 'he SEC also alleged that receipt of directed bade
Exchange (“NYSE”) Conduct Rules (collectively, the COmMmMissions as payment for such marketing arrangesme

“Conduct Rules”) by creating conflicts of interefstr its contravened NASD Rule 2830(k). On November 17, 2003
research analysts with respect to investment baradtivity, without admitting or denying th? findings, MSDW (sp!m.ted
failing to adequately manage such conflicts, failto ensure, to orders including a censure; a cease and desist;an
in offerings where MS&Co. was the lead underwritiiat undertal_<|_ng to distribute, for _th_e benefit o_f certeustomers,
payments made to other broker-dealers for publishin $50 million dollars, consisting of disgorgement lu
research reports were disclosed by the issuetseimffering prejudgment interest in the amount of $25 milliovd &ivil
documents and the other broker-dealers in theieares penalty of $25 million. MSDW also made certain athe
reports, and failing to supervise properly its eeh u_ndertaklngs including (1) preparing an_d dlstnbgtce_zr'Faln
analysts, including with respect to the ratingscetargets disclosures and a mutual fund bill of rights; (Brpitting
and content of the reports of senior research atmly certain c_:Ia_lss B shares to be converted to claslsa@es; and
Without admitting or denying the substantive allémzs in (3) retaining an independent consultant to reviawong
the complaint, on October 31, 2003, MS&Co. consgrite other things, the completeness of the disclosured a
the entry of a final judgment that enjoined MS&Gmm conformity with other aspects of the order.

violating the Conduct Rules and required it to make o . o
that MS&Co. and MSDW (1) failed to ensure deliverfy

15



prospectuses in connection with certain sales ofiritées;
(2) failed to timely and accurately file daily pragn trade
reports; (3) erroneously executed certain sell rerden a
minus tick for securities in which MS&Co. held aosh
position; (4) failed to timely submit RE-3 in cormtien with
certain matters; (5) hired certain individuals sabjto .
statutory disqualification and failed to file firgeint cards
for certain non-registered employees; (6) failedctaonply
with requirements concerning certain market-onelasd
limit-on-close orders; and (7) failed to reasonaslypervise
certain activities. MS&Co. and MSDW resolved theiat
on January 7, 2005, by consenting, without adngjttor
denying guilt, to a censure, a fine of $13 millicand a
rescission offer to those clients who should haeeived a
prospectus during the period from June 2003 to edeipér
2004.

In January 2005, the SEC filed a complaint in fatleourt
alleging that, during 1999 and 2000, MS&Co. viothte
Regulation M by attempting to induce certain custosmwho
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 of540
million civil penalty. The settlement terms recelveourt
approval on February 4, 2005.

In March 2005, the SEC entered an administrativie Grase
and desist order against CGM for two disclosurtufes by
CGM in offering and selling mutual fund shares.sHjr,
CGM received from mutual fund advisers and distobsi
revenue sharing payments, in exchange for which CGM
granted mutual funds preferential sales treatmEime. order
found that CGM did not adequately disclose its nene
sharing program to its clients, in violation of tBecurities
Act of 1933 (“Securities Act”) and Rule 10b-10 undbe
Securities Exchange Act of 1934 (“Exchange Act”).
Secondly, on sales of Class B mutual fund sharesriounts
aggregating $50,000 or more, the order found tf@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 amourgsted
and the intended holding period. The SEC order weqas
CGM, required CGM to cease and desist from future
violations of the applicable provisions, and regdiCGM 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 adegjya
disclosed at the point of sale, or had not adetjuate
considered in connection with its recommendationslients

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 Chasad
Class C shares had not been reasonably designedstoe
that SB Financial Consultants consistently providddquate
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disclosure of, or consideration to, the benefitshef various
mutual fund share classes as they applied to icdéali
clients. The NASD censured CGM and required CGayp
a $6.25 million fine.

On May 31, 2005, the SEC issued an order in coiorect
with the settlement of an administrative proceedagginst
Smith Barney Fund Management LLC (“SBFM”") and CGM
relating to the appointment of an affiliated trarsagent 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 wiillfully \ated
section 206(1) of the Investment Advisers Act 0f4Q09
(“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 psimygpa
new transfer agent arrangement with an affiliatehdfer
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 uniiatth
includes the Smith Barney Funds’ investment manager
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 Higec
amounts of asset management and investment bafddéado
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 materralgged 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 proposezhgement
was in the Smith Barney Funds’ best interests &ad ho
viable alternatives existed. SBFM and CGM did rairnd or
deny any wrongdoing or liability. The settlement diot
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 Gitipay
$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 alrgatteen
paid to the Smith Barney Funds, primarily througke f
waivers. The remaining $183.7 million, includingeth
penalty, has been paid to the U.S. Treasury.

The order required SBFM to recommend a new trarsfent
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 adeth
version of a vendor policy that Citi institutedAugust 2004.
That policy, as amended, among other things, regqutinat
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 tdioeservice
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, reasonabgigieed to
review and monitor MSDW'’s fee-based brokerage assn
between January 2001 and December 2003. Without
admitting or denying the allegations, MSDW consdnte

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

The SEC alleged that MS&Co. violated the Exchangebdy
inadvertently failing to timely produce emails thet SEC
staff pursuant to subpoenas in the SEC'’s invesbiganto
MS&Co.’s practices in allocating shares of stockR®s and
an investigation into conflicts of interest betwdd8&Co.’s
research and investment banking practices. Without
admitting or denying the allegations, MS&Co. coriedrto a
final judgment on May 12, 2006 in which it was pamantly
restrained and enjoined from violating the Exchawrgg.
MS&Co. agreed to make payments aggregating $1%omill -
which amount was reduced by $5 million contempovasky
paid by MS&Co. to the NASD and the NYSE in related
proceedings. MS&Co. also agreed to notify the SH@,
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 adrae
provide annual training to its employees respossifir
preserving or producing electronic communicationsd a
agreed to retain an independent consultant to wevad
comment on the implementation and effectivenesshef
policies, procedures and training.

On June 27, 2006, the SEC announced the initicdioc
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 ndigpub
information. The SEC found that from 1997 throud)O@,
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 differergas
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 timestween
July 1999 and 2005, MS&Co. violated a number of WDAS
and SEC rules. The violations related to areasidticy trade
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reporting through the Nasdaq Market Center (forynerl
Automated Confirmation Transaction Service (ACT)jade
Reporting and Compliance Engine (TRACE) and Order
Audit Trail System (OATS); market making activities
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 throtgbACE,
short sales, and OATS. The NASD further found that,
certain cases, MS&Co. and MSDW violated NASD Rule
3010 because their supervisory systems did not igeov
supervision reasonably designed to achieve congdiavith
securities laws, regulations and/or rules.

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

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

On May 9, 2007, the SEC issued an Order (“May 2007
Order”) settling an administrative action with MS&Cin
this matter, the SEC found that MS&Co. violateddtgy of
best execution under the Exchange Act. In particulae
SEC found that, during the period of October 240120
through December 8, 2004, MS&Co.'s proprietary reérk
making system failed to provide best execution éotain
retail OTC orders. In December 2004, MS&Co. remotresl
computer code in the proprietary market-making esysthat
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.965
million plus prejudgment interest on that amounig ¢0 pay

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

to changes to those procedures, and to developter Ipéan

of distribution.

On July 13, 2007, the NYSE issued a Hearing Board
Decision in connection with the settlement of afoerement
proceeding brought in conjunction with the New @&grs
Bureau of Securities against CGM. The decision hbat
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 tami
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 censyog;
establishing a $35 million distribution fund forsgbrgement



payments; (c) a penalty of $10 million (half to jmeid to the
NYSE and half to be paid to the distribution fund)) a
penalty of $5 million to be paid to the State ofwN&ersey;
and (e) appointing a consultant to develop a ptarpay
CGM'’s clients affected by the market timing.

On September 27, 2007, MS&Co. entered into a LAWI w
the Financial Industry Regulatory Authority (“FINRA
FINRA found that, from October 2001 through Mard@03,
MSDW provided inaccurate information to arbitration
claimants and regulators regarding the existencepref
September 11, 2001 emails, failed to provide sunhils in
response to discovery requests and regulatory riegyi
failed adequately to preserve books and recordsfailed to
establish and maintain systems and written proesdur
reasonably designed to preserve required records tan
ensure that it conducted adequate searches inn&spo
regulatory inquiries and discovery requests. FINRKoO
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 establishd&5
million fund for the benefit of potentially affectearbitration
claimants. In addition, MS&Co. was censured anccegrto
pay a $3 million regulatory fine and to retain adeépendent
consultant to review its procedures for complyingthw
discovery requirements in arbitration proceedirgating to .
its retail brokerage operations.

On October 10, 2007, MS&Co. became the 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 oricgusny
future violations, and was required to pay a $7.i8ian
penalty and to retain an independent consultantetgew
MS&Co.’'s applicable policies and procedures. MS&Co.
consented to the issuance of the October 2007 Qvideout -
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 200# u
August 2003, MSDW (1) failed to reasonably supenfisur
Financial Advisors, with a view to preventing anetetting
their mutual fund market-timing activities and (@plated
the Investment Company Act of 1940 by allowing ripht
mutual fund trades that were placed or amended #ite
close of trading to be priced at that day’s closi&y asset
value. The December 2007 Order also found tham 26000
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 énefdgd
customers in variable annuity sub-accounts. Without
admitting or denying the SEC's findings, MS&Co. egd to

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

In May 2005, MS&Co. and MSDW discovered that, from
about January 1997 until May 2005, their orderyesystems
did not check whether certain secondary market rigess)
transactions complied with state registration rezguents
known as Blue Sky laws. This resulted in the imgrogale
of securities that were not registered in 46 saate territorial
jurisdictions. MS&Co. and MSDW conducted an intdrna
investigation, repaired system errors, self-regbrtthe
problem to all affected states and the New Yorkckto
Exchange, identified transactions which were exagtuh
violation of the Blue Sky laws, and offered resicesto
affected customers. MS&Co. settled the state regula
issues in a multi-state settlement with the 46 ciffeé state
and territorial jurisdictions. Under the settlemelS&Co.
consented to a cease and desist order with, argddo 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 stedr the
coming months.

On August 13, 2008, MS&Co. agreed on the generaidef
a settlement with the NYAG and the Office of thkénbis
Secretary of State, Securities Department (“llipi(on
behalf of a task force of the North American Seesi
Administrators Association (“NASAA”)) with respetd the
sale of auction rate securities (“ARS”). MS&Co. een,
among other things, to repurchase at par approgimn&d.5
billion of illiquid ARS held by certain clients df1S&Co.
which were purchased prior to February 13, 2008.
Additionally, MS&Co. agreed to pay a total fine 685
million. Final agreements were entered into with MYAG
on June 2, 2009 and with lllinois on September20D9. The
lllinois agreement serves as the template for ageeds with
other NASAA jurisdictions.

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 t8&C'’s
complaint, except as to those relating to persandl subject
matter jurisdiction, which were admitted, consentedthe
entry in the civil action of a Judgment As To Defant
Citigroup Global Markets Inc. (“November 2008
Judgment”). Thereafter, on December 11, 2008, tBE S
filed its civil action in the federal district cdufor the
Southern District of New York (“Court”). The Noverb
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 idil c
penalty pursuant to section 21(d)(3) of the Excleafgt, and

if so, the amount of the civil penalty; and (iiijdered that
CGM's Consent be incorporated into the November8200
Judgment and that CGM comply with all of the undlkirigs
and agreements in the Consent, which include ar tdfbuy



back at par certain ARS from certain customers. $BE’s
complaint alleged that (1) CGM misled tens of ttangs of
its customers regarding the fundamental naturendf résks
associated with ARS that CGM underwrote, marketed a
sold; (2) through its financial advisers, salesspanel and
marketing materials, CGM misrepresented to custsrtieat
ARS were safe, highly liquid investments comparatie
money market instruments; (3) as a result, nume@@M

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; andaéba
result of the failed auctions, tens of thousandsC&M
customers held approximately $45 billion of illiquARS,
instead of the liquid short-term investments CGMd ha
represented ARS to be. CGM reached substantiathjlasi
settlements with the NYAG and the Texas State $w@Esir
Board (“TSSB”), although those settlements
administrative in nature and neither involved thiad of a
civil action in state court. The settlements witle tNYAG
and the TSSB differed somewhat from the settlemétit
the SEC in that the state settlements (a) madénfisdthat
CGM failed to preserve certain recordings of tetaphcalls
involving the ARS trading desk; and (b) required NLGo
refund certain underwriting fees to certain muratigsuers.
In addition, as part of the settlement with New K,0€GM
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 dea
settlements with the remaining states.

FINRA. FINRA found that, from 1998 through 2003,
MSDW failed to reasonably supervise the activitidstwo
Financial Advisors in one of its branches. FINRAirid that
these Financial Advisors solicited brokerage anagstment
advisory business from retirees and potential gesr of
certain large companies by promoting unrealistiegtment
returns and failing to disclose material informati¢-INRA
also held that MS&Co. failed to ensure that theusées and
accounts recommended for the
reviewed for appropriate risk disclosure, suitapiind other
concerns. MS&Co. consented, without admitting omydteg
the findings, to a censure, a fine of $3 milliondaestitution
of approximately $2.4 million plus interest to 90rrher
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

On March 25, 2009, MS&Co. entered into a LAWC with,

retirees were properl

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

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

merchant banking and other principal investmerniviiets
« brokerage and research services
* asset management

- trading of foreign exchange, commodities and stmect
financial products and

global custody, securities clearance services, saudrities
lending.

were

Broker-Dealer, Futures Commission Merchant, Commaudi
Pool Operator, or Commodity Trading Adviser Regéion
Status. As well as being a registered investment advisor,
MSSB is registered as a broker-dealer and a fumesnission
merchant. MSSB has a related person that is a catityrpool
operator (Ceres Managed Futures LLC). For a feflilg of
affiliated investment advisers, please see the A2 .

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

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

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

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.

hese restrictions may adversely
performance.

impact client w&oto

Related Investment Advisors and Other Service Pdevs.
MSSB has related persons that are the investmensead to
mutual funds in various investment advisory progam
(including Morgan Stanley Investment Management .,Inc
Morgan Stanley Investment Advisors Inc. and Mor@ianley
Investment Management Limited). If you invest yassets in
an affiliated mutual fund or alternative investmeMiSSB and
its affiliates earn more money than if you invest an
unaffiliated mutual fund or alternative investmenGenerally,

Morgan Stanley Parent indirectly owns 51% of MSSB.or ERISA or other retirement accounts, MSSB rebateoffsets

Morgan Stanley Parent is a financial holding conypander the
Bank Holding Company Act of 1956. Citi indirectityvns 49%
of MSSB. Both Morgan Stanley Parent and Citi
corporations whose shares are publicly held andetteon the
New York Stock Exchange.
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fees so that MSSB complies with IRS and Departroémiabor
rules and regulations.

are

Morgan Stanley Investment Advisors Inc., its whobtiywned
subsidiary Morgan Stanley Services Company Ind, lorgan
Stanley Investment Management Inc. serve in varadissory,
management, and administrative capacities to opedn-and



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

Morgan Stanley Distributors Inc. serves as distabtior these
open-end investment companies, and has enteredséhated
dealer agreements with MSSB and affiliates. Mor@anley

Distributors Inc. also may enter into selected eleagreements
MSSB an

with other dealers. Under these agreements,
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-leurttle
Investment Company Act of 1940).

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

Related persons of MSSB act as general partneringdrative

agent or managing member in a number of funds imctwh

clients may be solicited in a brokerage or advistapacity to
invest.  These
investing, investments in leveraged buyouts, ventoapital
opportunities, research and development ventuess, estate,
managed futures, hedge funds, funds of hedge fandsother
businesses.

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

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

Code of Ethics

The MSSB US Investment Advisory Code of Ethics (€9
applies to MSSB’s employees, supervisors, offiegrs directors
engaged in offering or providing investment adwsproducts

and/or services (collectively, the “Employees”).dssence, the

Code prohibits Employees from engaging
transactions or activities that involve a materi@nflict of
interest, possible diversion of a corporate opputyy or the
appearance of impropriety. Employees must alwageeplthe
interests of MSSB’s clients above their own and tnmever use
knowledge of client transactions acquired in therse of their
work to their own advantage. Supervisors are reguio use
reasonable supervision to detect and prevent amhatigns of
the Code by the individuals, branches and depatsribat they
supervise.

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

include funds focused on private itgqu

her supervisor. (Outside activities include serviag an
officer or director of a business organization on4profit

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

« Employees are generally prohibited from giving @reiving
gifts or gratuities greater than $100 per recipig@r
calendar year to or from persons or organizatiorith w
which MSSB has a current or potential
relationship, clients, or persons connected witlotlaer
financial institution, a securities or commoditieschange,
the media, or a government or quasi-governmentéajyen

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

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

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
investing in private securities transactions. Hosve in
the programs described in this brochure, Finankiblisors
may trade their own (and family) accounts at theeséime
as they execute client trades if they aggregatsetitimdes
with client trades. They may thereby acquire, emichpete
for, positions or interests in the same securiigstheir
clients which may affect the security’'s price, whic
constitutes a conflict of interest. While Financhdvisors
are required to execute transactions in a manryrighfair
and equitable to their clients over time, client@amts may
at times be indirectly negatively impacted whenalfitial
Advisors also trade for their own accounts. Werasisl
this conflict by disclosing it to you. Please agéur
Financial Advisor if you would like more informatioon
the Financial Advisor’s practices in this respect.

in secuaritie yq, may obtain a copy of the Code of Ethics fromuryo

Financial Advisor.

Reviewing Accounts

At account opening, your Financial Advisor must westhat,
and the Financial Advisor's Branch Manager confirtimat, the
account and the investment style are suitable tmarsts for
you.

Your Financial Advisor is then responsible for ewing your
account on an ongoing basis. Your Financial Advietay
recommend changes to your portfolio at any timeoating to
market conditions. Your Financial Advisor will asfou at
least annually if your investment objectives habharged. |If
your objectives change, your Financial Advisor wilbdify your

. . _ . portfolio to be suitable for your needs.
* An Employee who wishes to conduct business act|V|typ

outside of his or her employment with MSSB, regesdlof

whether that Employee receives compensation fos thi

activity, must first obtain written authorizationofn his or
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business

procedures for



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

Client Referrals and Other Compensation

See “Payments from Managers of Alternative Investisieand
“Payments from Managers” in Item 6.B above.

Financial Information

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

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

MSSB and its predecessors have not been the subjeat
bankruptcy petition during the past 10 years.
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Exhibit: Affiliated Money Market Funds Fee Disclosure Statement
and Float Disclosure Statement

Sweep Vehicles in Retirement Accounts and CESAs

Since the dates below (“Effective Dates”), thedualing “Retirement Plan Accounts” (IRAs, EBT, RPMda¥IP accounts)
and Coverdell Education Savings Accounts (“CESA®Ye generally been effecting temporary sweep a@itns of new
uninvested cash balances into Deposit Accountsbiestiad under the Bank Deposit Program (although Giannel
Retirement Plan Accounts did not begin using BDRhasSweep Investment until MSSB merged its SB @Gbhand MS
Channel):

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

Before the Effective Dates, MSSB effected such gwesnsactions using the Morgan Stanley money ndukels listed in
the table below as follows (although SB ChannelrBetent Plan Accounts did not begin using theseddnrStanley money
market funds as the Sweep Investment until some &fter the Effective Date):

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

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

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

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

For Retirement Plan Accounts that swept into affid money market funds before the Effective Datebcontinue to hold
cash amounts in these funds or that now selecbbtieese funds:

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

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

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

Interest Earned on Float

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

* new deposits to the account (including interestdiniends) and

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

This interest is generally at the prevailing FetlEtads interest rate.

Generally, with respect to such assets awaitingstent:

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

0 when the custodian receives the assets on a Basibeg but after the NYSE closes, or on a day wiligchot a
Business Day, the custodian earns interest thrthegknd of the second following Business Day.

MSSB as an ERISA fiduciary

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

* The rate of Advisory Fee and Distribution and SssviFees (including 12b-1 fees) (whether in basiatp@r dollars)
may not be increased without first obtaining shaledér approval.
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» Expenses designated as “Other Expenses” includexp#nses not otherwise disclosed in the tablewkat deducted
from each fund’s assets or charged to all shareha@dcounts in the stated fiscal year (and may gindrom year to
year).

These fees and expenses may be paid to MSSB aaifilittes for services performed. The aggregat®munt of these fees

is stated in the tables below. The amounts of esgededucted from a fund’s assets are shown infaadrs statement of

operations in its annual report.

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

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

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

The fund expense information below is the most meagormation available to us as of March 30, 2042d is subject to
change. Please refer to the funds’ current prdgpes, statements of additional information anduahreports for more
information.

Total Annual Fund
Total Annual  Operating Expenses

Distribution Fund After Fee Waivers
Advisory and Service Other Operating and/or Expense

Fund Fee Fees Expenses Expenses Reimbursements
Active Assets Money Trust 0.29% 0.10% 0.08% 0.47% .26%
Active Assets Government Securities
Trust 0.45% 0.10% 0.13% 0.68% 0.18%
Active Assets Institutional Government
Securities Trust 0.10% None 0.08% 0.18% 0.17%
Active Assets Institutional Money Trust 0.10% None 0.08% 0.18% N/A
Morgan Stanley Liquid Asset Fund Inc. 0.27% 0.10% .21% 0.58% 0.25%
Morgan Stanley U.S. Government
Money Market Trust 0.44% 0.10% 0.16% 0.70% 0.21%
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