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Item 2: Material Changes

This section identifies and discusses material gharto the
ADV brochure since the version of this brochureedatlarch
31, 2011. For more details on any particular mafitease
see the item in this ADV brochure referred to ia ftummary
below.

Merger of Investment Advisory Programs. MSSB
provides investment advisory services through tivanoels.
One channel generally provides the investment adyis
programs previously provided by Smith Barney and/or
Citigroup Global Markets Inc., and the other chdmgemerally
provides the investment advisory programs previousl
provided by Morgan Stanley & Co. Incorporated. MSSEn
the process of merging the advisory programs ctlyren
operated in the Smith Barney and Morgan Stanlepmdla. In
this ADV brochure, and in various client communicas, we
refer to this process as the “Conversion.” If yoe a client
in the Smith Barney channel, this may affect yoccoaint in
various ways. For example, there may be changeshtre
your account is custodied and to your cash sweéprep We
will notify you in advance of any changes to yowcaunt
resulting from the Conversion. If you are not swisether
your account is in the Smith Barney channel or Mwrgan
Stanley channel, please contact your Financial #alvi
(Item 4)

For Participant-Directed Retirement Plans. We now
offer administrative services such as assistantie s@arches
to retain third party providers and analyzing thirarty fees.
These are in addition to existing services sudh &entifying
suitable managers and providing initial and ongoing
consulting services such as investment policy state
review, asset style analysis and mutual fund searfitem
4.B)

We now offer participant-directed retirement pldierts the
DC Investment Consulting Fund Screening servicevirich
we screen funds in the Morningstar database to plea
clients a greater choice of funds in which to inves (Iltem
8.A)

Mutual Fund Due Diligence. Select teams from our
Graystone Consulting business unit perform dueeliice on
mutual funds so that you have access to more mainals.
The teams perform both qualitative and quantitative
assessments of all funds. The Graystone Consultiregtor

of Research approves all reports before we prothéen to
you. (Item 8.A)

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 PRitier
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 opened a retirement plan account or Covérdel
Education Saving Account in the Smith Barney chnie
Exhibit to this ADV brochure (“Affiliated Money M#&et
Funds Fee Disclosure Statement and Float Disclosure
Statement”) applies to your account after the Cogiga. This
Exhibit has information on the money market fund
investments available to you, including fees angeeses.

These changes do not affect you if you have set cystodian
other than MSSB or Citigroup Global Markets Incr f@ur
account.  (Item 5.C)

Description of Advisory Services. We offer you an
optional non-discretionary service of performaneparting
on the alternative investments in your portfoli@evf you did
not buy them through MSSB, nor custody them with us
(Item 4.B)

Fees. We list the different ways we may charge fees for
institutional services, a description of additiorfaks (e.g.
those relating to mutual funds and exchange-tréleds) and
the compensation we pay to Financial Advisors.nfite5.A
and 5.C)

Risks. We have expanded the investing risks discussion t
include risks relating specifically to alternatiirevestments,
money market funds and exchange-traded funds. @t&hn

Evaluating Managers and Funds. We describe how we
select investment products for, and terminate tifrem, our
programs.  Our Consulting Group Investment Advisor
Research department has two evaluation proces§®s.1AR
places managers and funds passing its most riggracess
on the Focus List. Alternatively, managers anddfuon CG
IAR’s Approved List are subject to a less compredinvn
evaluation process. (Item 8.A)

Eligible clients may also invest in alternative @stments.
Our Alternative Investments Research Group conducts
gualitative and quantitative research on altereatinvestment
managers and keeps a list of approved managerem 8.A)

Conflicts of Interest. We disclose conflicts of interest
arising when we act as placement agent, an affiléatts as
portfolio manager or we receive payment from aléue
investment managers. (Item 10.D)

Client Referrals and other Compensation. We may make
payments under our Professional Alliance Group uogto
certain unaffiliated third parties who refer a oti¢o us if the
client invests in an investment advisory prograteni 14.B)
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Item 4: Advisory Business

Special Note:
brochure is currently offered to clients on an asse
based fee or “wrap fee” basis.

fee programs,
Advisor.

please contact your

For the descriptive
brochure on the MSSB Institutional Services wrap
Financial ¢ca).
In the past, certain MSSB clients engagedthrough two channels. One channel generally previdee

Management business for a 51% stake in the joimtuve
company. After year three, Morgan Stanley Paredt@iti will

have various purchase and sale rights for the joerture
company, but Citi will continue to own a significestake in the

The program described in thisjoint venture company at least through year fivée Tjoint

venture owns Morgan Stanley Smith Barney LLC.

MSSB offers clients (“you”, “your” and the “Client’many
different advisory programs provided by its ConsgitGroup
MSSB's investment advisory services areovpded

MSSB to be compensated for the services in thidnvestment advisory programs previously providedM§é&Co.

program on the basis of commissions paid on
This brochure is intended

securities transactions.
for those clients only.

A. Description of MSSB, Principal Owners

Introduction to MSSB

Morgan Stanley Smith Barney LLC (“Morgan Stanley itBm
Barney”, “MSSB”, “we” or “us”) is, among other this, a
registered investment adviser, a registered brdkater, a
registered futures commission merchant, and a mewbée

New York Stock Exchange. MSSB is one of the lar@jesincial

service firms in the country with branch officesat 50 states
and the District of Columbia. Morgan Stanley anditSrBarney
and their respective predecessors have been indassfor over
seventy five years.

MSSB teams offer a wide range of investment comgpult
services. This brochure focuses on one of thoseicss. -
Institutional Services (“1S”). MSSB focuses on piding a wide
range of investment consulting services to instihal and high
net worth individual clients, including assistarinedeveloping
investment policy statements, asset allocation,estment
manager, mutual fund (“Fund”), exchange traded f(iI'F")
and alternative investment research, performanpertieg and
custody services. These services are deliveredighra select
group of institutional consulting teams located oasr the
country that have significant experience serving ithvestment
advisory needs of institutional as well as high medrth
individual clients and are supported by a managénteam
dedicated to institutional consulting. Clients lude
corporations, Taft-Hartley plans, foundations amdi@vments
public and private defined benefit plans, 401(ldrnpkponsors,
family offices and high net worth individuals.

In June 2009, Morgan Stanley (“Morgan Stanley P&yeand
Citigroup Inc. (“Citi") combined the Global Wealth
Management Group of Morgan Stanley & Co. LLC (“MS&.Q
(formerly Morgan Stanley & Co. Incorporated) ana tBmith
Barney and related businesses of Citi affiliatesdér the terms
of the agreement, Citi sold 100% of its Smith Bgn8mith
Barney Australia and Quilter units for a 49% stakehe joint
venture company and an upfront cash payment of B®i@n.
Morgan Stanley Parent exchanged 100% of its GloWahlth

and generally provides these programs through thmes
businesses and retail locations as did MS&Co. (tMS
Channel”). The other channel generally providesitivestment
advisory programs previously provided by Smith Egrand/or
Citigroup Global Markets Inc. (“CGM”) (the “SB Chael”) and
generally provides these programs through the dammesses
and retail locations as did Smith Barney and/or CGM

Merger of Investment Advisory Programs. While some
programs are available only in one channel, MSSBnishe
process of merging the two channels and their adyis
programs and we anticipate that in 2012, MSSB Wwégin
operating as a single channel on one platform whidlhat least
initially be substantially similar to the currentS¥Channel and
platform. This conversion of the SB Channel and 8
Channel is referred to as the “Conversion” and antopened
or operating on this one platform are referred 4d'‘@onverted
Accounts”.

We do not anticipate that the Conversion will hang material
impact on MSSB accounts. We anticipate that thev€rsion
will occur in three “Cuts” during 2012, each of whi will
involve the conversion of distinct groups of SB @hel client
accounts, and after the third Cut no accountseithain on the
SB Channel platform. MSSB will notify you if andhen your
account will be converted, and of any changes ttieg
conversion will have on your account, prior to @gnversion
Cut that impacts you. To determine whether youmant is a
SB Channel account, a MS Channel account or a Ctaa/e
Account, please contact your Financial Advisor.

For clients who maintain custody with us until thenversion is
complete, unless clients elect otherwise, theiretassvill be
custodied at either CGM (for SB Channel accountsM8SB
(for MS Channel accounts and Converted Accounts).

B. Description of Advisory Services

MSSB offers the following institutional consultisgrvices to its
clients:

Assistance in the Preparation of Investment Objees and
Policies Your Financial Advisor will assist in the review,
evaluation and preparation of investment policied abjectives



and if requested will assist in preparing investmgumidelines
for each of your investment managers.

Asset Allocation. Your Financial Advisor will review your
asset allocation and will make asset allocatiommanendations
in accordance with your investment goals.

Investment Searches Your Financial Advisor will assist you
in identifying and recommending investment managEtsds,
and ETFs (“Investment Products”). These recommigmua
are based either on MSSB Investment Advisor Rebe@rsing
different methods to evaluate investment manadeuads and
ETFs -- research on investment managers is providexligh
MSSBs Fiduciary Services (“FS”) and Consulting and
Evaluation Services (“CES”) programs) or due diige
provided by MSSB’s Graystone Consulting businesst un
(“Graystone”).
conducted through its Manager Assessment Program,
proprietary investment management scoring systamassesses
investment manager products in that database. stanagy
teams conduct further analysis in an effort to idgmanagers
for clients. See Item 8 below for more details.

Depending on applicable legal and regulatory regoénts,
clients may invest in certain affiliated and/or fiitiated
alternative investment vehicles (such investmeoigether with
Investment Products, “Investment Options”).

Non-Researched Manager£lients also may select investment
managers outside of those covered by InvestmentisAdv
Research or Graystone due diligence. Such outeaigagers,

if qualified, will be offered through MSSB’s Invesent
Management Services Program (“IMS”). MSSB does no
evaluate or make any
investment managers and shall not assume anyitjafot any
loss, claim, damage or expense attributable to dhent's
selection of such managers.

Performance Measurement MSSB provides clients with
customized performance reports that assess investiis& and
return relative to benchmarks The reports may uihel
comparisons to recognized benchmarks and marketesgg.

Custody and Statements CGM (for SB Channel accounts) or
MSSB (for MS Channel accounts and Converted Acg)ungay
serve as the custodian of all cash, securitie#mer assets held
in the portfolio and credit the portfolio with ddénds and
interest paid on securities held and with the ppalcpaid on
called or matured securities in the portfolio. Youll be
provided with written confirmation of securitiestisactions and
account statements at least quarterly.

Institutional Services Program — For Participant-Bected
Retirement Plans.

MSSB also offers a non-discretionary investmentsodting
platform for participant directed retirement plai$irough this
program, MSSB Financial Advisors offer initial amhgoing
consulting services to Plan Sponsors with respeattestment
decision making on behalf of the Plan, includingeistment

representations concerningh suc

policy statement review, asset style analysis amnguah fund
search and selection. For participant-directederent plan
clients, MSSB offers the DC Investment Consultingnd
Screening Program which is explained further iml&A below.
Also, MSSB may assist the retirement plan and other
institutional clients with certain administrativainictions as
described below. These are not investment advisemnyices and
MSSB does not assume status as a fiduciary und&sARhe
Investment Advisers Act of 1940 or any other aggllie law or
regulation in performing these services

« Board Education/Asset Classification — MSSB shall provide
the Client with general financial and investmeribimation
relating to such concepts as diversification andegs
classification with respect to various asset cksaad
historic rates of return.

Graystone due diligence on managers is

a Participant Education — MSSB shall provide the Client
and/or its employees eligible to participate ine@tis Plan
with general financial and investment informaticalating
to such concepts as diversification, asset allonatnd
historic rates of return.

e Provider Search Assistancee MSSB may assist plan
sponsors in searches to retain third party semprceiders
such as record keepers. This service may be mdvid
existing clients of MSSB or on a one-time basiplams that
are not MSSB. In doing so, MSSB will:

1) evaluate the plan sponsor’s needs
2) assist the plan sponsor in preparing a Request for
Proposal (“RFP")
t 3) assist the plan sponsor in soliciting a reviewing
responses from potential providers
4) assist the plan sponsor is selecting finalists and
5) provide the plan sponsor with an executive summary

report to assist the plan sponsor in making italfin

decision.
e Fee Benchmarking. MSSB may perform a comparative
analysis of fees charged by third party serviceviplers and
the expenses of funds that are available to plansps in
order to allow them to evaluate the level of suebsfthat
they pay relative to similarly structured and sizetirement
plans. This service may be provided to existirignts of
MSSB or on a one-time basis to plans that are n8SBI
clients and MSSB may retain third-party firms taiasit in

providing this service. The service shall inclutiee
following:
1) obtaining information from plan sponsor for

preparation of Fee Benchmarking report and

2) preparation of and assistance in the review and
evaluation of the Fee Benchmarking report with
the plan sponsor.

Alternative Investments Performance Reporting Seei

MSSB may provide institutional clients with altetive
investments performance reporting. This is a nisordtionary
service, and clients are responsible for execugiagicipation



agreements directly with each alternative investmelSSB
offers IS clients the ability to receive periodieports that
provide historical performance reporting of theitemative
investments that were not purchased though MSSBnair held
in custody by CGM or MSSB and are not researcheif5%B.
The alternative investment historical performanaérimation
provided by this service is based upon informatwovided,
directly or indirectly, to MSSB by the issuer oftlalternative
investment, or by its sponsor, investment managministrator
(“Performance Reporting Al”). MSSB’s ability to quide
historical or other performance reporting on alidire
investments is dependent upon its ability to obtaunch
information from each Performance Reporting Al.

The performance reporting service enables the tctemeceive
from MSSB periodic reports containing the Clientiistorical
performance information as reported by the appleab
Performance Reporting Al. Client may also receigenposite
reports that show historical performance of altéwea
investments as reported by the Performance Regoftinalong
with historical or other performance information ather
investments that were/are acquired through MSS8,hald in
custody by CGM or MSSB or are followed by MSSB agsé.

The performance information provided in
performance review is based on information provited1SSB
by the Performance Reporting Al and is not indepeiig
verified by MSSB.
misstatement or omission made by the Performangmifitiag
Al nor for any loss, liability, claim, damage orpense arising
out of such misstatement or omission.

This reporting service is not intended to constititvestment
advice or a recommendation by MSSB of any alteveati
investment and MSSB is not evaluating the approgmiss of
the initial investment or the continued investmeant the
alternative investments reported on as part of ¢kivice. In
addition, the service does not constitute, createnpose a fee-
based brokerage relationship, a fiduciary relatignsor an
investment advisory relationship under the Investmgdvisers
Act of 1940, as amended, with regard to the investsicovered
under this service. If the Client is an employeaddit plan or
is otherwise subject to the Employee Retirementorime
Security Act of 1974, as amended (“ERISA”), MSSBNOT
acting as a fiduciary (as defined in ERISA) witle ttespect to
the provision of these reporting services as desdriherein).
MSSB is not responsible for and will not provide tporting
with respect to any alternative investment repodedinder this
service.

a pel’iOdiCCategory_

Asset/Liability Analysis Services. MSSB works with third
party vendors, whose proprietary asset/liability deling
software is used to generate customized asselitijadtudies for
defined benefit plan clients. The asset/liabiliyalysis service
provides certain cash flow modeling, liability fund analysis
and funding strategies including custom contribupolicies.

Account Opening.To enroll in the program described in this
brochure, you must enter into the program clienteagent
(“Client Agreement”).

C. Customized Advisory Services and
Client Restrictions

In IS, services are provided based on an analyssach client’s
objectives and risk tolerance.

Restrictions. The Client may impose reasonable restrictions on
account investments. For example, you may resii8SB or
the managers from buying specific securities, agmty of
securities (e.g., tobacco companies) or Fund sharésyou
restrict a category of securities, we or the managél
determine which specific securities fall within thestricted

In doing so, we or the manager may @alyesearch
provided by independent service providers). Anyrigtfons you
impose on individual securities have no effect and-holdings

MSSB shall not be liable for anysince Funds operate in accordance with the investme

objectives and strategies described in their pretsiges.

D. Portfolio Management Services to Wrap

Fee Programs

This item does not apply to the advisory programscdbed in
this brochure. IS is also offered as a wrap felg-pnogram;
please see your Financial Advisor for the desarptirochure
for this program.

E. Assets Under Management (“AUM”)

MSSB managed client assets of $483,411,502,454 Jsnaary
31, 2012. Of this amount, MSSB managed $163,080908
on a discretionary basis and $320,371,418,544r@mna
discretionary basis. These amounts representithe assets
in all of our investment advisory programs. Wecakdted
them using a different methodology than the “asgetter
management” we report in our ADV Part | filed witte SEC.

MSSB and CGM do not normally maintain custody ofltem 5: Fees and Compensation

alternative investments as reported by on underdéivice and
therefore such investments are not included undes®s SIPC
coverage.

The fee charged to the client for this service doesinclude
any fee or charge for other services in connectigth the
client’s participation in any alternative investrhenClients are
solely responsible for such arrangements.

Introduction. Currently, IS is offered only as an
asset-based fee based program. However in the
past, IS was offered to certain clients with a fee
structure in which MSSB is compensated by
receiving brokerage commissions on account
transactions. This brochure applies only to
accounts operated under that fee structure. For
the descriptive brochure on the asset-based or “wra



fee” IS program, please contact your Financial
Advisor.

A. Compensation for Advisory Services

You may pay MSSB for the services provided in tBepfogram
by:

directed brokerage (i.e. paying commission on astation-
by-transaction basis);

an asset-based fee (at a maximum annual fee r&é).

Our separate Wrap Brochure about the IS progranf,

available from your Financial Advisor, describeg thisset
based fee option; or

alternatively, in some cases, institutional cliemsy
negotiate an annual fixed dollar amount, paid cubrt

In the commission based advisory programs, we vecéie
brokerage commissions on transactions executed hmy t
custodian CGM for SB Channel clients and MSSB fo M
Channel clients.
transactions on a “cents per share” or as a “péagendiscount”
off MSSB’s standard brokerage commission schedillee
brokerage commission schedule is very complex asd
dependent on many factors (i.e. the stock exchavigere the
security is executed or the liquidity of the setyrifor more
information please discuss with your Financial Avi The
brokerage fees are negotiable

B. Payment of Fees

In the advisory programs listed in this brochum, will pay for

our advisory fee through the execution of secwitiansactions.
Therefore, your fees will accrue each time yourestment
manager executes a trade. The maximum commissiarged
to the account will not exceed the maximum advisfeg

available for your program. In addition to the MS&® you

(paid with securities transactions, you may, atrychoice, pay
you investment management fee from your advisoopat or
you may be billed separately.

C. Additional Fees and Expenses

If you open an account in one of the programs desdrin this
brochure, you will pay commission on the transargiin your
account for investment advisory services (exceptlfdS DB
where we don't provide advice), custody of secesitand trade
execution with or through CGM (for SB Channel aausy or

affiliates acting as agent, which is typically thase for
dealer market transactions (e.g., fixed income @ret-the-
counter equity)

brokerage commissions or other charges resultimogn 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 ine th
respective IRA and VIP account and fee documentatio
(which may change from time to time)

account closing/transfer costs

processing fees or

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

Investing in Funds may be more expensive than rothe

Clients may choose to pay brokeraginvestment options offered in your advisory accolmiaddition

to our fee, you pay the fees and expenses of thdsFim which

your account is invested. Fund fees and expernsesharged
idirectly to the pool of assets the Fund investarid are reflected
in each Fund’'s share price. These fees and expearsesn

additional cost to you and are not included in féee amount in
your account statements. Each Fund and ETF expatiee(the

total amount of fees and expenses charged by thd) ksl stated
in its prospectus. The expense ratio generallyectfl the costs
incurred by shareholders during the Fund’s or ETRGst recent
fiscal reporting period. Current and future expans®y differ

from those stated in the prospectus.

You do not pay any sales charges for purchasesunfig=in
programs described in this brochure. However somsuah
funds may charge, and not waive, a redemption feeeastain
transaction activity in accordance with their paspises.

Custody

MSSB/CGM do not act as custodian.If you retain a custodian
other than MSSB or CGM, your outside custodian wadvise
you of your cash sweep options and as describabeirClient
Agreement, you will have the option of instructingg on
whether you want the fee billed to you directlytorthe outside
custodian selected by you.

MSSB/CGM act as custodian. Unless you instruct us
otherwise, MSSB/CGM will maintain custody of all sta

through MSSB (for MS Channel accounts and Converte§ecurities and other assets in the account andfolt@ving

Accounts). For more information regarding brokerag
commissions please see Item 4B and Item 12A(3)12®] The
program fees do not cover:

the costs of investment management fees and atpenses
charged by investment manager that you selected

“mark-ups,” “mark-downs,” and dealer spreads (Aptth
MSSB or its affiliates may receive when acting asgipal
in certain transactions where permitted by law By that
other broker-dealers may receive when acting axipal in
certain transactions effected through MSSB andfsr i

7

sections on cash sweeps will apply to you.

Cash Sweeps

Generally, some portion of your account will bechl cash. If
CGM (SB Channel accounts) or MSSB (MS Channel atisou
and Converted Accounts) acts as custodian for goaount, it
will effect “sweep” transactions of uninvested casind
allocations to cash, if any, in your account into:

interest-bearing bank deposit accounts (“DepAsitounts”)
established under the Bank Deposit Program (“BiP”)

exchange , fees



* money market mutual funds (each, a “Money Maikand”

you; and (i) MSSB is not responsible for any iresliror

and, together with BDP Deposit Accounts, “Sweepuninsured portion of your deposits at any of thee&pvBanks.

Investments”). These money market funds are mahbhge
Morgan Stanley Investment Advisors Inc. or anothiSSB
affiliate (except for SB Channel retirement and Qulell

If BDP is your Sweep Investment, you should be awiat,
each Sweep Bank will pay MSSB a fee equal to theqmage
of the average daily deposit balances in your Dépazount at

Education Savings accounts: The “sweep” money niarkedhe Sweep Banks. Your Financial Advisor will note&ve a

funds are managed by an unaffiliated manager).

If you do not select a Sweep Investment when yoenoyour
account, your Sweep Investment will be BDP if yoe aligible
(MS Channel accounts and Converted Accounts) @csed by
your Financial Advisor (SB Channel accounts).

In the SB Channel, retirement accounts cannot U3 8s their
Sweep Investment.

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

The custodian will effect sweep transactions oolthte extent
permitted by law and if you meet the Sweep Investme
eligibility criteria.

Bank Deposit Program.Through the Bank Deposit Program,

Deposit Accounts are established for you at onmare of the
following banks (individually and collectively, théSweep
Banks”): (i) Morgan Stanley Bank, N.A. (i) MorgaBtanley
Private Bank, National Association or (iii) CitidgriN.A. The
Sweep Banks are affiliated with MSSB. The SweepkBamay
interest on the Deposit Accounts established urider BDP.
Your deposits at the Sweep Banks will be insurethleyFederal
Deposit Insurance Corporation (“FDIC”) up to applite limits,
in accordance with FDIC rules, and subject to agmfien of all
the accounts (including, without limitation, cedétes of
deposit) that you hold at the Sweep Banks in timeeseapacity.
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 youd B0 make
deposits into, withdrawals from and transfers amibregDeposit
Accounts.

Terms of the Bank Deposit Program are further diesdrin the
Bank Deposit Program Disclosure Statement, whicH e
provided to you upon your first investment in thank Deposit
Program. You may also obtain the Bank Deposit Rnogr
Disclosure Statement as well as current interd@ssrapplicable
to your account, by contacting your Financial Advisor
through MSSB's web site at
www.morganstanleyindividual.com/accountoptionsiasssets/
investmentfeatures. We may amend the list of Svigaaks at
any time with or without notice to you. If you gparticipating
in the Bank Deposit Program, please read the BaagoBit
Program Disclosure 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 covemagglable to

portion of these fees or credits. In addition, MBS®&ill not
receive cash compensation or credits in conneetitinthe BDP
for assets in the Deposit Accounts for retiremetang or
Coverdell Education Savings accounts. Also, thflicéd
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 conflictnbéiiest in
selecting or recommending BDP as the sweep furiderahan
an eligible Money Market Fund.

Unless otherwise specifically disclosed to you iritiwg, such
as in connection with the Bank Deposit Program ndtabove,
investments and services offered through MSSB aret n
insured by the FDIC, are not deposits or other ajdtions of,
or guaranteed by, the Sweep Banks, and involve gtreent
risks, including possible loss of the principal iested.

Money Market Funds.We may, in our sole discretion, offer
Money Market Funds as Sweep Investments. The Mdfeaket
Funds may or may not be affiliated with MSSB. You
understand that purchases and redemptions of Mbfeket
Fund shares may be effected only through MSSB hatl ytou
may not directly 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 fees¢penses,
minimum investment requirements, dividend policiesd

procedures may vary. Before you invest in any Mohtarket

Fund, read its prospectus carefully. Money MaFkatid shares
are neither insured nor protected by the FDIC. stment 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 aboweeh
minimum investment requirements. In addition, MS&y
require a minimum initial investment to activatereor all of
the Sweep Investments. If you do not meet the minininitial
investment, uninvested cash and allocations to gastigible
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, MSSBym
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 Investmeahéf/you
meet the minimum initial investment and/or balance
requirements. You must contact your Financial Advi® do so.
However, if a pattern develops of falling below thenimum
balance requirement, we may preclude you from iirvgsin
that Sweep Investment in the future.



threshold, we give your Financial Advisor credit fess than the

We may offer other money market funds as a non-gweetotal amount of your fee in calculating his or lsempensation.

investment choice. You may purchase shares in thezeey
market funds by giving specific orders for eachgbaise to your
Financial Advisor. However, uninvested cash in yagcount
will not be swept into these money market funds.

If account cash balances are invested in Money BtaFkinds
sponsored or managed by MSSB affiliates, we recaikretain
fund fees up to 0.18% from those Money Market Fumrdthose
money market funds’ affiliates. Therefore, MSSBs ha
conflict of interest in recommending that a portioh your
account be invested in money market fundBor retirement
accounts with cash balances invested in money matkieinds
sponsored or managed by MSSB affiliates, certain és
received and retained by such MSSB affiliates willbe
credited to the account or offset against the advisy
program fee. Please see the attached Exhibit “Affated
Money Market Funds Fee Disclosure Statement and Féd
Disclosure Statement” for more details.

The above provisions may not apply if you are noUs.
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. Prepayment of Fees

You will pay your investment management fees quigrtan
advance. If you terminate your advisory agreemeith the
investment manager or with us anytime during hillouarter,
we will refund you the pro rata fee.

E. Other Compensation to Financial
Advisors

MSSB is a full service broker dealer and we offemmtypes of
financial products to clients. A sample of the d@stment
products include, stocks, bonds, futures, mutuat$y private
funds, insurance, options and structured produdfge allocate
to your Financial Advisor, on an ongoing basis t jpdirthe fees
payable to us in connection with your account. Higancial
Advisor may receive different compensation depegpdon
which program you invest in, the asset class withiprogram
that you select (e.g. equity vs. fixed income), dnel rate and
amount of your fee. The amount we allocate to yenancial
Advisor in connection with accounts opened in paogs
described in this brochure may be more than, if patticipate
in other MSSB investment advisory programs, or élypay
separately for investment advice, brokerage andragbrvices.
Your Financial Advisor may therefore have a finahdncentive
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 thanntlaximum
fee stated above. The amount of the fee you payféstor we
use in calculating the compensation we pay youramdral
Advisor.  Therefore, Financial Advisors have a fioal
incentive not to reduce fees. If your fee ratbatow a certain

Therefore, Financial Advisors also have a finaniciaéntive not
to reduce fees below that threshold.

Conflicts Relating to Financial Advisor Compensatio

The sale of some financial products will benefiuyd-inancial
Adviser more than others. Therefore, your Findnaidvisor
has an incentive to recommend certain investmesdymts that
pay your Financial Advisor a greater amount. Weaegally
disclose the conflicts to clients at the point afesor on the
confirmation.

Mutual Funds. Traditional mutual funds are not available in the

advisory programs described in this brochure. Galye if an

investment manager wants to use a mutual fund, wikkyise a
no fee fund (a fund that has no expenses). Ifheue a no fee
fund within your portfolio, you will have to liquate the fund
upon termination of the relationship with the inwvesnt

manager.

You may be able to invest with managers directlyttoough
brokers or agents not affiliated with MSSB, instedidnvesting
through the IS program described.

In the programs described in this brochure, weatacharge any
advisory fee in addition to commissions. Less th@% of our
revenue generated from our advisory business cofrea
commissions and compensation such as distribu@en for the
sale of investment products we recommend to clients

ltem 6: Performance Based Fees
and Side by Side Management

This item is not applicable to the programs desttiim this
brochure.

Item 7: Types of Clients

MSSB’s clients include individuals, trusts, and tingions,
including, banking or thrift institutions, pensioand profit
sharing plans, plan participants, other pooled shwent
vehicles (e.g., hedge funds), charitable orgaronati
corporations, other businesses, state or munig@pakrnment
entities, investment clubs and other entities.

In the IS program, minimum account sizes are setebgh
manager.



ltem 8: Methods of Analysis,
Investment Strategies and Risk of
Loss

A. Method of Analysis and Investment
Strategies

MSSB does not provide portfolio management sesvioethe
programs listed in this brochure. Your investmenanager
provides the discretionary management of your aacou
Financial Advisors may recommend a particular itwvesnt
manager focusing on a particular strategy to dientthe 1S
program. Investing in securities involves risk ogd that you
should be prepared to bear.

In IS we offer a wide range of investment produ@teluding
managers, mutual funds and ETFs) that we have tedleand
approved. This Item 8.A describes more generatiy twe
select and terminate Investment Options from thaegrams.
If managers have more than one strategy, we mdydaonly
some of those strategies in the programs describethis
brochure, may carry different strategies in différ@rograms,
and assign different statuses to different strategi Please refer
to the discussion in Iltem 4.B for a complete dedion of the
programs.

Consulting Group Investment Advisor Research

Our Consulting Group Investment Advisor Researgbadienent
(“CG IAR") evaluates managers.
participate in the CES program if they are on CR¥AFocus
List or Approved List discussed below. The Focust land
Approved List are at
www.morganstanleyindividual.com/accountoptions/ngthmo
ney/manager/default.asp (or you can ask your FinhAclvisor
for these lists). In each program, only some ofrtfemagers on
the Focus List and Approved List may be availabléThe
mutual funds and ETFs on the Focus List and Appidvst are
not offered in the CES program.)

As well as requiring mangers to be on the Focug bis
Approved List, we look at other factors in deterimin which
managers we offer in these programs, including:

» program needs (such as whether we have a sufficienber
of managers available in an asset class)

» client demand and
« the manager’s minimum account size.

We automatically terminate managers in the CESnaragf CG

IAR downgrades them to “Not Approved.” We may tarate

managers from the program for other reasons (hg.manager
has a low level of assets under management inrtbgrgm, the
manager has limited capacity for further investmemt the

manager is not complying with our polices and pduces).

allocation histories, its Form ADV (the form thatvestment
managers use to register with the SEC), past pedoce
information and marketing literature. For verificat purposes,
as part of the review process CG IAR may compare th
manager’'s reported performance with the performaotea
cross-section of actual accounts calculated by 8& CG IAR
personnel may also interview the manager and ipkesonnel,
and examine its operations. Following this revievogess,
managers are placed on the Focus List if they teetequired
standards for Focus List status.

CG IAR periodically reviews managers on the Fociss.L CG

IAR considers a broad range of factors (includingestment
performance, staffing, operational issues and fizn
condition). Among other things, CG IAR personndiemiew

each manager periodically to discuss these mattéf<CG IAR

is familiar with a manager following repeated revie CG IAR

is likely to focus on quantitative analysis ancemtews and not
require in-person meetings. CG IAR may also revitwe

collective performance of a composite of the MSSBoants
managed by a manager and compare this performarmestall

performance data provided by the manager, andithastigate
any material deviations.

Approved List. The process for considering managers for the
Approved List is less comprehensive, and evaluatasous
qualitative and quantitative factors. These inelygersonnel
depth, turnover and experience; investment prockssiness
and organization characteristics; and investmemfopeaance.
CG IAR may use an algorithm — a rules-based scoring
mechanism — that reviews various qualitative andntjtative

Managers may onlyfactors and ranks each manager in a third pargbdate. (Not all

managers reviewed for the Approved List are subfecthis
algorithm.) CG IAR analysts analyze the informatio
contained in the algorithm to gauge the completenasd
consistency of the data which drive the rankingsl toen send
the manager additional information requests. CG I&Rn
determines whether the manager meets the standards
Approved List status. Furthermore, CG IAR may aat a
manager under the evaluation process for the Hostsut then
decide to instead put it on the Approved List.

CG IAR periodically evaluates managers on the AppdoList
to determine whether they continue to meet the épgd List
standards.

Changes in Status from Focus List to Approved Libt.light of
the differing evaluation methodology and standafds the
Focus List and Approved List, CG IAR may determthat a
manager no longer meets the criteria for the Fagsisor will
no longer be reviewed under the Focus List revieoc@ss, but
meets the criteria for the Approved List. If so, $E5 generally
notifies program clients regarding such status ghanon a
quarterly basis.

Changes in Status to Not Approve@G IAR may determine
that a manager no longer meets the criteria undtrere
evaluation process and therefore the manager wilbnger be

Focus List. To be considered for the Focus List, a managefécommended in MSSB investment advisory program& W

provides CG IAR with relevant documentation on #tetegy
being evaluated, which may include sample portfliasset
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notify affected clients of these downgrades. Yaormt retain
downgraded managers in your CES account and miestt s



replacement from the Approved List or Focus Listd dhat is
available in the program, if you wish to retain theogram’s
benefits in respect of the affected assets.

In some circumstances, you may be able to retaminated
managers in another advisory program or in a begleaccount
subject to the regular terms and conditions applyia that
program or account. Ask your Financial Advisor atbthese
options.

Watch Policy.CG IAR has a “Watch” policy for managers on
the Focus List and Approved List. Watch statusdaths that, in
reviewing a manager, CG IAR has identified specifieas of
the manager’s business that (a) merit further exmn by CG
IAR and (b) may, but are not certain to, resulthe manager
becoming “Not Approved.” Putting a manager on Watides
not signify an actual change in CG IAR opinion nsrit a
guarantee that CG IAR will downgrade the managene T
duration of a Watch status depends on how long A& heeds
to evaluate the manager and for the manager teasl@ny areas
of concern. For additional information, ask youmndfcial
Advisor for a copy of CG IAR’s Watch Policy.

Tactical Opportunities List. CG IAR also has a Tactical
Opportunities List. This consists of certain maaragon the
Focus List or Approved List recommended for investinat a
given time based in part on then-existing tactoggdortunities in
the market.

Other Relationships with Managers. Some managers on the
Approved List or Focus List may have business imtahips
with us or our affiliates. For example, a manageaynuse
MS&Co. or a Citi affiliate as its broker or may ha investment
banking client of MS&Co. or a Citi affiliate. CG FRAdoes not
consider the existence nor lack of a businessioekttip in
determining whether to include or maintain a manawe the
Approved List or Focus List.

Please review your investment managers ADV Parbr2 af
discussion on the method of analysis and investstesitegy.

Institutional Consulting Services (“ICS”) Research

In addition to the managers and Funds reviewed ByI&R,

select Financial Advisors may offer ICS through tiesearch
platform to provide clients access to additional nagers.
MSSB’s Graystone Consulting business unit, comgistbf a
select group of investment consulting teams thae lsgnificant
experience serving the varying investment advisorg related
needs of both institutional and high net worth wdiial clients,
identify a unique investment manager need. Oneended for
a specific investment style has been identified, &raystone
team conducts an initial search for the strategystoategies
under consideration. Graystone has leveraged aredmansive
third party investment manager database to offeexpanded
universe of managers to fill client needs.

Graystone Mutual Fund Research Progranselect Graystone
teams have the ability to conduct due diligencemarual fund
products based on information provided by the itmest
managers and/or outside independent databasematfiliated
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with MSSB. Graystone does not independently vesfich
information supplied by investment managers ancpeddent
databases, and shall not be liable for any missené or
omission made by the Manager or the independeabdaés.

Mutual funds that are researched by Graystone gnder
rigorous assessment of the funds’ capabilitiess Eisessment
begins with a request for information (“RFI”). ThRFI is
(identical/similar) to the one used by the MSSB umaltfund
area in determining which mutual funds to bringtbea MSSB
platform. After the RFI is completed, the fundsfpemance is
reviewed.

Graystone teams must then complete investment tigertte.
This due diligence consists of speaking with Mamsgend
gathering information through an additional RFI amdnager
material. The Graystone Director of Research resi¢gve due
diligence for completeness. Only after the Graystbirector of
Research approves the report is the report avaitabtlients. In
addition, after Graystone Director of Research’siaw, the
firm's CG IAR group can (but is not obligated tq)peove or
disapprove the Report prior to it being availalbl¢he client.

The process utilizes both quantitative screening) qumalitative
assessment of all Funds. Generally, the Graystdntual
Fund Research program is supplemented with follpvesalysis
on investment managers. Funds subject to this psoaee either
approved or not approved for use in the InstititlodBonsulting
Services programs. MSSB does not maintain a Waigthfor
these funds equivalent to CG IAR’s Watch List

Manager Assessment Programn addition to the managers
offered through CES and FS, certain Financial Aghgisthat
provide IS services may offer ICS through the MARearch
platform to provide clients access to additionahagers. Our
Graystone Consulting department, consisting oflecsgroup of
investment consulting teams that have significaxpeeience
serving the varying investment advisory and relategds of
both institutional and high net worth individualesits, identify a
unique investment manager need. Once the neeal $pecific
investment style has been identified, the Graystdeam
conducts an initial search for the strategy ortsgi@s under
consideration. MSSB Graystone has leveraged
comprehensive third party investment manager dagabaoffer
an expanded universe of managers to fill clientisee

MAP is a proprietary tool that assesses all sepaagicount
managers within a third party database in orderatoow the list
of potential investment managers before conductimgher
qualitative analysis. The managers approved thrddgP are
for the use of certain Financial Advisors that aeet of the
Institutional Services and Graystone programs.

MSSB Evaluation. MAP is generally complemented with follow-
up analysis on investment managers focusing ortiaditative
aspects of due diligence, e.g., quality of investhpeofessionals
and assessment of the manager’'s investment proc€sdy
after completing the required follow-up assessmeiit an
investment manager be recommended to a client. BVISS



leverages proprietary technology to allow managsessments examine areas such as portfolio pricing, continggulanning,

to be shared across certain programs at MSSB.

On-Going Coverage.
reevaluates the manager on a periodic basis.
Financial Advisors will also conduct periodic faleup
interviews with managers. Information from managésits

and other communications may be shared with the BASS

Director of Research, other Financial Advisors &zing
institutional Clients and Graystone Financial Advss

For Participant- Directed Plans. In addition to the mutual
funds and ETFs that appear on the Focus List anmoved List

of CG IAR described above, for clients in the Ingtonal

Services program for participant directed retiretm@ans, funds
may be “approved” for the program in an alterna@nner, as
well. MSSB applies a proprietary screening prod¢edsinds in

the Morningstar mutual fund database, which it &gpin part
using third party software. The screening algaonithapplied

quarterly, is based on factors such as performaraeking,

stewardship grade, fees and manager tenure. Fuidijsct to
this process are either approved or not approvedige in the
Institutional Services program for participant died retirement
plans. MSSB does not maintain a Watch List fois¢héunds
equivalent to CG IAR’s Watch List.

Selection of Alternative Investments

Managers may only participate in the IS progranhéy are on
MSSB’s Alternatives Approved List
Managers often offer more than one alternative stment and
we may include only some of those alternative itmests (or
only certain share classes of such alternativesimvent) in our
programs, may carry different alternative investtadjor share
classes) in different programs, and assign diffestatuses to
different alternative investments.

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

In the programs, investment and business risk digedce on
alternative investments is provided by MSSB throghour

Alternative Investments Research group (“AIR")) én affiliate

of MSSB that may provide due diligence and monitgri
services, or (i) 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, andreatysis of
investment performance. Generally, although thecgss may
be modified for a particular manager or alternatiwgestment as
AIR may deem appropriate, AIR also conducts on-gisits,

review a separate business risk due diligence ipmestire and
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(described below)

background checks on key principals and other itenieir
research covers the alternative investment in @gureshot the

Once a manager is recommended, MAPinvestments in which that alternative investmenty nra turn
Gray/s

invest. For example, for a fund of funds, AIR’ssearch
process is applied to the fund of funds, and notetwh
individual fund in which the fund of funds invests.

If a new alternative investment is viewed as anrappate
candidate by AIR or the firm providing due diligencthe
vehicle is presented to an MSSB alternative investnproduct
review committee (“AIPRC”). The AIPRC consists aéngor
MSSB representatives who are mandated to approweoped
candidates and reconfirm existing vehicles on aodar basis.
Once a new alternative investment is approved byAHPRC,
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. abert
Alternatives Investments on the Alternatives Apmu\List are
available to qualified clients in the programs.

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

MSSB removes alternative investments from the @ogr if
AIR, or the due diligence service provider respbiasifor
coverage of the alternative investment downgrades t
alternative investment to “Terminate”. We may terate
managers from these programs for other reasons, (#g
manager has a low level of assets under manageimethie
program, the manager has limited capacity for #firth
investment, or the manager is not complying with palicies
and procedures). AIR's head of research can remave
alternative investment vehicle from the Alternasivapproved
List without consulting the AIPRC, but all actiomsust be
assessed by the AIPRC at the next meeting.

Watch Policy. MSSB has a “Watch” policy for alternative
investments on the Approved List. Watch statuscates that,
in reviewing an alternative investment, AIR has niiféeed
specific areas related to the alternative investptbe manager
of the alternative investment, or the markets inggel that (i)
merit further evaluation by AIR and (ii) may, butanot certain
to, result in the removal of the alternative investt from the
“Approved List”. Putting an alternative investmest Watch
does not signify an actual change in AIR opiniomr it a
guarantee that AIR will remove the alternative istweent. The
duration of a Watch status depends on how long A¢Rds to
evaluate the reason for the status change, which incdude,
among things, an evaluation of the markets, therrative
investment, and the manager of the alternativesimeent.



B. Material, Significant, or Unusual Risks

Relating to Investment Strategies

The strategies employed by MSSB and the managéas ath of

the risks inherent in the markets in which managers
Investment Options are invested. All trading iuyaccount is
at your risk. The value of the assets in your ant@isubject to
a variety of factors, such as the liquidity andaiiity of the

securities markets. We and the managers do notagtes
performance, and a manager's or Investment Optiguast
performance with respect to other accounts doepnealict your
account’s future performance.

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,
circumstances, money market funds may be forcedetse
operations when the value of a fund drops belovw)®Iper
share. If this happens, the fund's holdings ageidiated and
distributed to the fund’s shareholders. This litption process
could take up to a month or more. During that tirtteese
funds would not be available to you to support pases,
withdrawals and, if applicable, check writing or MTdebits
from your account.

Risks Relating to Differing Classes of SecuritieRifferent

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

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

Risks Relating to Alternative Investments Alternative
investments have different features and risks fovimer types of
investment products. As further described in thderafg
documents of any particular alternative investmeian
investment in alternative investments can be highilyuid, is
speculative and not suitable for all investors. Foample,
alternative investment products may place substahtnits on
liquidity and the redemption rights of investons¢luding only
permitting withdrawals on a limited periodic baaisd with a
significant period of notice and may impose earlyhdrawal
fees. Investing in alternative investments is idtsh for
experienced and sophisticated investors only wieowalting to
bear the high economic risks of the investmentestors should
carefully review and consider potential risks befanvesting.
Certain of these risks may include: loss of allaosubstantial
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in some

portion of the investment due to leveraging, stedlitey, or other
speculative practices; lack of liquidity, in théiete may be no
secondary market for the fund and none expectedet@lop;

volatility of returns; restrictions on transferririgterests in the
fund; potential lack of diversification and resaodi higher risk
due to concentration of trading authority whernngle advisor
is utilized; absence of information regarding vélas and
pricing; complex tax structures and delays in tgorting; less
regulation and higher fees than mutual funds; ahdsar risk.

Alternative investment products may also have higfees

(including multiple layers of fees) compared to esttlypes of
investments.

Individual funds will have specific risks related ttheir
investment programs that will vary from fund to éur-or more
details on these and other features and riskss@learefully
read the documentation (including risk disclosunedating to
any selected Investment Option, as well as youentli
agreement.

Please review your investment managers ADV Partr 2he
prospectus or offering document for any mutual fuadternative
investment or ETF in which your account may be sted for a
discussion on the material risks associated witlr yacount.

C. Risks Associated with Particular Types
of Securities

Please see response to Item 8 B.

Item 9: Disciplinary Information

This section contains
disciplinary events.

information on certain legahd

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

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

its

« On April 28, 2003, the SEC filed a complaint allegithat
MS&Co. violated certain NASD and New York Stock
Exchange (“NYSE”) Conduct Rules (collectively, the
“Conduct Rules”) by creating conflicts of intereftr its



research analysts with respect to investment bgréativity,
failing to adequately manage such conflicts, fgilio ensure,
in offerings where MS&Co. was the lead underwriténgt
payments made to other broker-dealers for publgshin
research reports were disclosed by the issuetseirffering
documents and the other broker-dealers in theieares
reports, and failing to supervise properly its essh
analysts, including with respect to the ratingscepitargets
and content of the reports of senior research atmly
Without admitting or denying the substantive altemss in
the complaint, on October 31, 2003, MS&Co. consgrite
the entry of a final judgment that enjoined MS&Cmm
violating the Conduct Rules and required it to make
payments of $50 million for past conduct and altecfi75
million to fund independent research. In additiMG5&Co.
agreed to a number of structural changes to theatipas of
its equity research and investment banking operatio
Concurrently, MS&Co. also entered into a settlemeith
the NYSE, the NASD and the Attorney General of 8tate
of New York with respect to the same conduct spetifn
the complaint. MS&Co. is also in the process ofliring
settlements with the other state and territoriatusées
administrators.

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

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

B shares in certain Morgan Stanley proprietary mutunds

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

In 2004, the NYSE brought an administrative actidlaging
that MS&Co. and MSDW (1) failed to ensure delivexfy
prospectuses in connection with certain sales ofirgees;
(2) failed to timely and accurately file daily pragn trade
reports; (3) erroneously executed certain sell rden 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 sabj to
statutory disqualification and failed to file fingeint cards
for certain non-registered employees; (6) failedctanply
with requirements concerning certain market-one&land
limit-on-close orders; and (7) failed to reasonaslypervise
certain activities. MS&Co. and MSDW resolved thdi@t
on January 7, 2005, by consenting, without adngjttor
denying guilt, to a censure, a fine of $13 millieand a
rescission offer to those clients who should haeeived a
prospectus during the period from June 2003 to eBeipér
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 custosnwho
received allocations of IPOs to place purchase rerder
additional shares in the aftermarket. The SEC didatiege
fraud or impact on the market. On January 25, 2005,
MS&Co. agreed to the entry of a judgment enjoining
MS&Co. from future violations and the payment of$40
million civil penalty. The settlement terms recalveourt
approval on February 4, 2005.

In March 2005, the SEC entered an administrativk Ggase
and desist order against CGM for two disclosurkufas by
CGM in offering and selling mutual fund shares.sHyr,
CGM received from mutual fund advisers and distobsi
revenue sharing payments, in exchange for which CGM
granted mutual funds preferential sales treatnieimé. order
found that CGM did not adequately disclose its nexe
sharing program to its clients, in violation of tBecurities
Act of 1933 (“Securities Act”) and Rule 10b-10 undke
Securities Exchange Act of 1934 (“Exchange Act”).
Secondly, on sales of Class B mutual fund shar@sniounts
aggregating $50,000 or more, the order found tH@MCin
violation of the Securities Act, failed to discloadequately

at the point of sale that such shares were sulbjebigher
annual fees. These fees could have a negative tmpac
client investment returns, depending on the amaurgsted
and the intended holding period. The SEC order weqds
CGM, required CGM to cease and desist from future
violations of the applicable provisions, and reqdiCGM to
pay a $20 million penalty.



In March 2005, the NASD censured and fined CGM with
respect to CGM'’s offer and sale of Class B and <l@s
mutual fund shares during 2002 and the first sixithe of
2003. The NASD found that CGM either had not 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
disclosure of, or consideration to, the benefitshef various
mutual fund share classes as they applied to iddali
clients. The NASD censured CGM and required CGagp

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 tramshgent for .
the Smith Barney family of mutual funds (“Smith Bay
Funds”). SBFM was an affiiate of CGM during the
applicable period.

The SEC order found that SBFM and CGM willfully \dted
section 206(1) of the Investment Advisers Act of4Q9
(“Advisers Act”). Specifically, the order found th&BFM
and CGM knowingly or recklessly failed to disclogethe
Boards of the Smith Barney Funds in 1999 when psygpa
new transfer agent arrangement with an affiliatethdfer
agent that: First Data Investors Services GroupirgtF -
Data”), the Smith Barney Funds’ then-existing tfanagent,
had offered to continue as transfer agent and dosttme
work for substantially less money than before; @itigroup
Asset Management (“CAM"), the Citi business unitatth
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 sulsfean
agent to the affiliated transfer agent in exchargmong
other things, for a guarantee by First Data of Higec
amounts of asset management and investment baféeado
CAM and CGM. The order also found that SBFM and CGM
willfully violated section 206(2) of the AdviserscA by
virtue of the omissions discussed above and other
misrepresentations and omissions in the materialaged to
the Smith Barney Funds’ Boards, including the fa&luo
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 rard or .
deny any wrongdoing or liability. The settlemend 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 20619
206(2) of the Advisers Act. The order required @dtipay
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$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 trarsgfent
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 adweth
version of a vendor policy that Citi institutedAugust 2004.
That policy, as amended, among other things, reguinat
when requested by a Smith Barney Fund Board, CAM wi
retain at its own expense an independent consiétipgrt 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, reasonabgigihed to
review and monitor MSDW'’s fee-based brokerage hassin
between January 2001 and December 2003. Without
admitting or denying the allegations, MSDW consdnte

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

The SEC alleged that MS&Co. violated the Exchangeby
inadvertently failing to timely produce emails thet SEC
staff pursuant to subpoenas in the SEC’s investiganto
MS&Co.’s practices in allocating shares of stockR®s and
an investigation into conflicts of interest betwédB8&Co.’s
research and investment banking practices. Without
admitting or denying the allegations, MS&Co. coredrto a
final judgment on May 12, 2006 in which it was pamantly
restrained and enjoined from violating the Exchargs.
MS&Co. agreed to make payments aggregating $15omjll
which amount was reduced by $5 million contempooasty
paid by MS&Co. to the NASD and the NYSE in related
proceedings. MS&Co. also agreed to notify the SHt,
NASD and the NYSE that it has adopted and implestent
policies and procedures reasonably designed to rensu
compliance with the Exchange Act. MS&Co. also adrae
provide annual training to its employees respomsifdr
preserving or producing electronic communicationsd a
agreed to retain an independent consultant to wedad
comment on the implementation and effectivenesshef
policies, procedures and training.

On June 27, 2006, the SEC announced the initiadion
concurrent settlement of administrative cease asdistl
proceedings against MS&Co. and MSDW for failing to
maintain and enforce adequate written policies and
procedures to prevent the misuse of material ndipub
information. The SEC found that from 1997 throudl0@,
MS&Co. and MSDW violated the Exchange Act and the
Advisers Act by failing to (1) conduct any survailce of a



number of accounts and securities; (2) provide ad®eq -
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
reporting through the Nasdagq Market Center (forynerl
Automated Confirmation Transaction Service (ACT)ade
Reporting and Compliance Engine (TRACE) and Order
Audit Trail System (OATS); market making 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 (“MSRB)es
related to areas including trade reporting throUgACE,
short sales, and OATS. The NASD further found thiat,
certain cases, MS&Co. and MSDW violated NASD Rule
3010 because their supervisory systems did notigeov
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 monédtagy

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 complétgthg the
year preceding the LAWC to address regulatory ssard
violations addressed in the LAWC, and the ongoing
corrective action that they were in the 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 naark
making system failed to provide best execution éotain
retail OTC orders. In December 2004, MS&Co. remothesl
computer code in the proprietary market-making esysthat
caused the best execution violations. MS&Co. coteskn
without admitting or denying the findings, to a sere, to
cease and desist from committing or causing future
violations, to pay disgorgement of approximately.955
million plus prejudgment interest on that amoumiy & pay

a civil penalty of $1.5 million. MS&Co. also conged to
retain an Independent Compliance Consultant toevevits
policies and procedures in connection with its raarkaking -
system’s order handling procedures and its contelbting

to changes to those procedures, and to developter Ipéan

of distribution.
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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 atami
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 jme&d to the
NYSE and half to be paid to the distribution fundj) a
penalty of $5 million to be paid to the State ofvN&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 LAW w
the Financial Industry Regulatory Authority (“FINRA
FINRA found that, from October 2001 through Mar@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 riegui
failed adequately to preserve books and recorabfailed to
establish and maintain systems and written proesdur
reasonably designed to preserve required records tan
ensure that it conducted adequate searches inn&spto
regulatory inquiries and discovery requests. FINRKo
found that MSDW failed to provide arbitration claints
with updates to a supervisory manual in discoveoynflate
1999 through the end of 2005. MS&Co. agreed, withou
admitting or denying these findings, to establishd&5
million fund for the benefit of potentially affectearbitration
claimants. In addition, MS&Co. was censured ancegrto
pay a $3 million regulatory fine and to retain adependent
consultant to review its procedures for complyingthw
discovery requirements in arbitration proceedirgating to
its retail brokerage operations.

On October 10, 2007, MS&Co. became the 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 retall
customers accurate and complete written trade rroafions
for certain fixed income securities in violation dhe
Exchange Act and MSRB rules. In addition, MS&Co.swa
ordered to cease and desist from committing oringusny
future violations, and was required to pay a $7.i8ian
penalty and to retain an independent consultanteteew
MS&Co.'s applicable policies and procedures. MS&Co.
consented to the issuance of the October 2007 Qvitleout
admitting or denying the SEC's findings.

On December 18, 2007, MS&Co. became the subjeenof
Order Instituting ~ Administrative Cease-and-Desist
Proceedings (“December 2007 Order”) by the SEC. The
December 2007 Order found that, from January 20@# u
August 2003, MSDW (1) failed to reasonably 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 H#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 violgtof the
applicable provisions, to pay a penalty of appratity
$11.9 million, to disgorge profits related to theading
activity (including prejudgment interest) of approately
$5.1 million and to retain an independent distiitut
consultant.

In May 2005, MS&Co. and MSDW discovered that, from
about January 1997 until May 2005, their orderyesyistems
did not check whether certain secondary market rigexs
transactions complied with state registration regents
known as Blue Sky laws. This resulted in the imerogale
of securities that were not registered in 46 siat territorial
jurisdictions. MS&Co. and MSDW conducted an intérna
investigation, repaired system errors, self-regbrtthe
problem to all affected states and the New Yorkclsto
Exchange, identified transactions which were exagtun
violation of the Blue Sky laws, and offered residasto
affected customers. MS&Co. settled the state reguyla
issues in a multi-state settlement with the 46 ciéfé state
and territorial jurisdictions. Under the settlemeMS&Co.
consented to a cease and desist order with, aredgo pay
a total civil monetary penalty of $8.5 million te livided
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 stadr the
coming months.

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

a settlement with the NYAG and the Office of théndbis
Secretary of State, Securities Department (“Ilipi(on
behalf of a task force of the North American Sd@esi
Administrators Association (“NASAA")) with respetd the
sale of auction rate securities (“ARS”). MS&Co. een,
among other things, to repurchase at par approgimn&4.5 -
billion of illiquid ARS held by certain clients d1S&Co.
which were purchased prior to February 13, 2008.
Additionally, MS&Co. agreed to pay a total fine 8B5
million. Final agreements were entered into wite MYAG

on June 2, 2009 and with Illinois on September20D9. The
lllinois agreement serves as the template for ageeds with
other NASAA jurisdictions.

On November 13, 2008, in connection with the seitiet of
a civil action arising out of an investigation thetSEC into
CGM'’s underwriting, marketing and sale of ARS, CGM,
without admitting or denying the allegations of tB&C’s
complaint, except as to those relating to persandlsubject
matter jurisdiction, which were admitted, consentedthe
entry in the civil action of a Judgment As To Defant
Citigroup Global Markets Inc. (“November 2008
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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. $BRE'’s
complaint alleged that (1) CGM misled tens of trends 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 custertieat
ARS were safe, highly liquid investments comparatie
money market instruments; (3) as a result, numef2@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; andatba
result of the failed auctions, tens of thousandsC&M
customers held approximately $45 billion of illiuARS,
instead of the liquid short-term investments CGMd ha
represented ARS to be. CGM reached substantiathylagi
settlements with the NYAG and the Texas State St@zsir
Board (“TSSB”), although those settlements were
administrative in nature and neither involved thimd of a
civil action in state court. The settlements witle INYAG
and the TSSB differed somewhat from the settlenvath
the SEC in that the state settlements (a) madeénfisdthat
CGM failed to preserve certain recordings of tetaph calls
involving the ARS trading desk; and (b) required NL&o
refund certain underwriting fees to certain muratijgsuers.
In addition, as part of the settlement with New K,0€GM
paid a civil penalty of $50 million. CGM also agteén
principle to pay to states other than New York withich it
enters into formal settlements a total of $50 willi CGM
paid $3.59 million of this $50 million to Texas part of the
settlement with that state. CGM expects it will alea
settlements with the remaining states.

On March 25, 2009, MS&Co. entered into a LAWC with
FINRA. FINRA found that, from 1998 through 2003,
MSDW failed to reasonably supervise the activitidstwo
Financial Advisors in one of its branches. FINRAifid that
these Financial Advisors solicited brokerage anestment
advisory business from retirees and potential gesir of
certain large companies by promoting unrealistiegiment
returns and failing to disclose material informatid-INRA
also held that MS&Co. failed to ensure that theusdes and
accounts recommended for the retirees were properly
reviewed for appropriate risk disclosure, suitéypitind other
concerns. MS&Co. consented, without admitting omydieg
the findings, to a censure, a fine of $3 milliondaestitution
of approximately $2.4 million plus interest to 96rrher
clients of the Financial Advisors.



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

Item 10: Other Financial Industry
Activities and Affiliations

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.

These restrictions may adversely aonto

impact client

Morgan Stanley Parent indirectly owns 51% of MSSB.performance.

Morgan Stanley Parent is a financial holding conypander the
Bank Holding Company Act of 1956. Citi indirectiyvns 49%
of MSSB. Both Morgan Stanley Parent and Citi
corporations whose shares are publicly held andettaon the
New York Stock Exchange.

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

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

- merchant banking and other principal investmenviiets
«  brokerage and research services
« asset management

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

+ global custody, securities clearance services,saudrities
lending.

A. Broker-Dealer Registration Status

As well as being a registered investment adviso§SH is
registered as a broker-dealer.

B. Futures Commission Merchant,

Commodity Pool Operator, or

Commodity Trading Adviser

Registration Status
As well as being a registered investment adviso§SH is
registered as a futures commission merchant. M&88 a
related person that is a commodity pool operatoentBter

Management Corp.) For a full listing of affiliatévestment
advisers please see the ADV Part .

C. Material Relationships or Arrangements
with Industry Participants
Restrictions on Executing Trades. As MSSB is affiliated with

MS&Co., Citi and their affiliates, the following s#&ictions
apply when executing client trades:

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

» Regulatory restrictions may limit your ability taugghase,
hold or sell equity and debt issued by Morgan ®tanl

18

Different Advice. MSSB, MS&Co., Citi and their affiliates

aremay 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 owocounts or
those of their affiliates) from the advice givemtians taken,
compensation received or securities held or deait your
account.

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

Trade Allocations.CGM or MSSB may aggregate the securities
to be sold or purchased for more than one clienblain

favorable execution to the extent permitted by laMSSB will

then allocate the trade in a manner that is edeitand

consistent with MSSB'’s fiduciary duty to its clisnfincluding

pro rata allocation, random allocation or rotatialfocation).

Allocation methods vary depending on various fas{ancluding

the type of investment, the number of shares psethar sold,
the size of the accounts, and the amount of aJailedsh or the
size of an existing position in an account). Thieeto each
client is the average price for the aggregate order

Services Provided to Other Client$4SSB, MS&Co., CGM,
investment managers and their affiliates provideadety of
services (including research, brokerage, asset geament,
trading, lending and investment banking services)efch other
and for various clients, including issuers of sé@s that MSSB
may recommend for purchase or sale by clients @o#rerwise
held in client accounts, and investment managefivens in the
programs described in this brochure. MS&Co., CGMS3B,
investment managers and their affiliates receivengansation
and fees in connection with these services. MSSE\ms that
the nature and range of clients to which such eesviare
rendered is such that it would be inadvisable talue
categorically all of these companies from an actoun
Accordingly, it is likely that securities in an aemt will include
some of the securities of companies for which MS&@GM,



MSSB, investment managers and their affiliates rorailiate
performs investment banking or other services.

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

MSSB, the managers and their affiliates may alsweld@

analyses and/or evaluations of securities sold ipregram

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

account, on any such information, analyses or etialns.

MSSB, investment managers and their affiliates @

obligated to effect any transaction that MSSB ananager or
any of their affiliates believe would violate fedkpr 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 rekedieerefore,
MS&Co. and CGM have a conflict of interest that lcbaffect
the objectivity of their research reports.

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

Certain Trading Systems offer cash credits for rdthat
provide liquidity to their books and charge expgliéées for
orders that extract liquidity from their books. Fradime 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 circantes, such
payments would constitute payment for order flow.

Certain Trading Systems through which MSSB and/&&@o.
may directly or indirectly effect client trades ex&e
transactions on a “blind” basis, so that a partyattransaction
does not know the identity of the counterpartyh® transaction.
It is possible that an order for a client accouat tis executed
through such a Trading System could be automaficalitched
with a counterparty that is (i) another investmadtisory or
brokerage client of MSSB or one of its affiliates(i)) MSSB or
one of its affiliates acting for its own proprigtaccounts.

Transaction-Related Agreements with MS&Co., Citi én
Affiliates. In connection with creating the joint venture,taar

agreements were entered into between or involvargesor all

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

following:

Clearing. An agreement providing that, subject to best
execution, MS&Co. and CGM (or their applicable l&ifes)

will act as fully-disclosed clearing brokers for BB, which

will act as an introducing broker. MSSB may hawmaflict

of interest in introducing client trades to MS&Cand
CGM. (As of the date of this brochure, MSSB is the
clearing broker for most of the MS Channel’'s invesht
advisory programs, and for Converted Accounts. M8&

is the clearing broker for some investment advisory
programs offered by the MS Channel's Private Wealth
Management division. CGM is the clearing brokar $®8
Channel clients.)

Order Flow. An agreement that, subject to best execution,
MSSB will transmit an agreed percentage of clierteos

for the purchase and sale of securities to MS&@iti,
CGM and their affiliates. MSSB has a conflict ofarest in
transmitting client orders to these entities.

Didtribution. An agreement that, in return for the payment
of certain fees and expenses, MSSB will market and
promote certain securities and other products wmitten,
distributed or sponsored by MS&Co., Citi or thefiilates.
MSSB has a conflict of interest in offering, recoemding

or purchasing any such security or other producirtfor its
investment advisory clients.

Investment Research. An agreement that MS&Co. and
CGM (or their applicable affiliates) will supplyvastment
research prepared by their respective researchpgrom
MSSB for its use. It is possible that MS&Co.’s rassh
group, on the one hand, and Citi's research groupthe
other hand, may reach different conclusions, ang make
different recommendations, with respect to the s@&@seer

or investment manager. This may, among other things
result in different investment decisions or recomdaions



regarding the same issuer or investment managergbeiln addition, certain investment advisers also man&gnds,

made for or given to MSSB investment advisory ¢ken

Related Investment Advisors and Other Service Pdevs.
MSSB has related persons that are registered meest
advisers in various investment advisory progranmel(ding
Morgan Stanley Investment Management Inc., Morgemnl8y
Investment Advisors Inc. and Morgan Stanley Investm
Management Limited). If you invest your assets aisé an
affiliated firm to manage your account, MSSB arwdffiliates
earn more money than if you use an unaffiliatedmfir
Generally, for ERISA or other retirement accouri$SSB
rebates or offsets fees so that MSSB complies ¥W®& and
Department of Labor rules and regulations.

Morgan Stanley Investment Advisors Inc., its whotiyned
subsidiary Morgan Stanley Services Company Ind, iorgan
Stanley Investment Management Inc. serve in varamissory,
management, and administrative capacities to open-&nd
closed-end investment companies and other porfgsome of
which are listed on the NYSE).

Morgan Stanley Distributors Inc. serves as distabtior these

open-end investment companies, and has enteredsaheated

dealer agreements with MSSB and affiliates. Mor@ianley

Distributors Inc. also may enter into selected eleareements
with other dealers. Under these agreements,
affiliates, and other selected dealers, are conggeddor sale of
fund shares to clients on a brokerage basis, andhfareholder
servicing (including pursuant to plans of distributadopted by
the investment companies pursuant to Rule 12b-leurtte

Investment Company Act of 1940).

Morgan Stanley Trust FSB, an affiliate of MSSB, vesr as
transfer agent and dividend disbursing agent forestment
companies advised by Morgan Stanley Investment gaigiinc.
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 partnerinadrative
agent or managing member in a number of funds imctwh
clients may be solicited in a brokerage or advistapacity to
invest.  These include funds focused on private itgqu
investing, investments in leveraged buyouts, ventoapital
opportunities, research and development ventuess, estate,
managed futures, hedge funds, funds of hedge fandsother
businesses.

See Item 5.C above for a description of cash svimggstments
managed or held by related persons of MSSB.

D. Material Conflicts of Interest Relating to

Other Investment Advisers

In the advisory programs described in this brochi&SB
recommends investment advisers to clients. Manythaf
investment advisers that are available in the MS@Bisory
program provide conferences and other trainingieesgo the
Financial Advisors.
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alternative products or act as a sub adviser touMuEunds
affiliated with MSSB. Since MSSB receives feesnirdhe
mutual fund or its adviser, MSSB has a conflicréeommend
the mutual fund products instead of the investmadviser
managing the account directly.

Payments from Managers.Investment managers participating
in MSSB-sponsored internal training and educationferences
and meetings may make certain payments to, orhrbenefit
of, MSSB or its Financial Advisors to offset thepexses
incurred for these events. A schedule of thesestregion fees is
available upon request from a Financial Advisor.

While all asset management firms have sponsorship
opportunities, certain firms (referred to as “GlblBartners”)
dedicate significant financial and staffing resasrcto these
activities and may receive additional opportunittessponsor
firm events and promote their funds to Financialigdrs and
clients. This fact could lead Financial Advisorddous on those
investment products offered by our Global Partnedsen
recommending investment managers to clients instfadn
investment managers that do not commit similar uesss to
educational, marketing, and other promotional ¢$for MSSB
selects the investment managers that are Globahd?arbased
on a number of quantitative and qualitative créteri

MSSB an

Investment managers may also sponsor their ownatidual
conferences and pay expenses of Financial Adviatiending
the events; MSSB’s policies require that the tragnior
educational portion of these conferences compssbstantially
all of the event. Investment managers may spondocational
meetings or seminars in which clients as well asafgcial
Advisors are invited to participate.

Investment managers are allowed occasionally te giominal

gifts to Financial Advisors and to occasionally estdin

Financial Advisors subject to a limit of $1,000 genployee per
year. MSSB’s non-cash compensation policies sedlitions for

each of these types of payments, and they do motippany gifts

or entertainment conditioned on the achievementaofales
target.

None of these amounts relate to any particularsaetions or
investment made by MSSB clients with investment aggns.
An annual estimate of the aggregate value of taeseunts paid
or provided by the investment managers to MSSBawtiqular
Financial Advisors may be provided, upon requestclients.
Investment managers participating in a Programmateequired
to make any of these types of payments.

Payments from Managers of Alternative Investments.
Managers of alternative investments offered in pnegrams
described in this brochure may agree to pay ustiaddl fees.
We have a conflict of interest in offering alteiimatinvestments
because we or our affiliates earn more money irr yameount
from your investments in alternative investmenemntfrom other
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 programufeter the
programs in this brochure, we credit such fee toryaccount.



Also, we do not share this money with your Finahdidvisor
(i.e. the compensation we pay to your Financial i8aivis not
affected by the payments we receive from the dditbra
investments). Therefore, your Financial Advisoesimot have
a resulting incentive to buy alternative investnseim your
account, or to buy certain alternative investmenather than
other alternative investments in any of the program this
brochure.

Affiliate Acting as Portfolio Manager. Where permitted by

law, (except for plan accounts), an affiliate of 88 may have
been selected to act as the manager for one or ymue
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 brochiian if you
open a brokerage account to buy individual se@giti

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 intel®stdisclosing
it to you and by requiring Financial Advisors’ suyisors to
review your account at account-opening to ensusd this
suitable for you in light of matters such as yonvestment
objectives and financial circumstances.

work to their own advantage. Supervisors are reguio use
reasonable supervision to detect and prevent aohations of
the Code by the individuals, branches and depatsrtbat they
supervise.

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

« An Employee who wishes to conduct business activity

outside of his or her employment with MSSB, regasd| of
whether that Employee receives compensation fos thi
activity, must first obtain written authorizatiorofm his or

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 @ézeiving
gifts or gratuities greater than $100 per recipiger
calendar year to or from persons or organizatiorith w
which MSSB has a current or potential
relationship, clients, or persons connected witlotlzer
financial institution, a securities or commoditieschange,
the media, or a government or quasi-governmentéalyen

MSSB as Placement AgenMSSB also acts a placement agent

for certain alternative investments whereby suslestments are

available through MSSB on a non-advisory basis. hWhe
alternative investment is purchased on a placenistis,
different terms and conditions, including differerfee
arrangements, may apply. For example, when atdiemests
on a placement basis, they do not pay an ongoingay fee,
however, they pay an upfront placement fee andptiogram
manager receives a higher program participationwbih is
shared with MSSB and
investing on an advisory basis may pay higher féesthe

aggregate, than if such investment had been madea on

placement basis.

ltem 11: Code of Ethics,
Participation or Interest in Client
Transactions and Personal
Trading

A. Code of Ethics

The MSSB US Investment Advisory Code of Ethics (€9
applies to MSSB employees, supervisors, officei$ dinectors
engaged in offering or providing investment adwsproducts

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

Code prohibits Employees from engaging
transactions or activities that involve a matertanflict 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 tharse of their
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its Financial Advisors. A @lie

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

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

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

* Certain Employees are subject to further restmistion their
securities transaction activities (including Finiahc
Advisors and other MSSB employees who act as dartfo
managers in MSSB investment advisory programs).

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

B. Securities in Which You or a Related
Person Has a Material Financial Interest
Please the paragraph entitlegidsh Sweepslocated in Item 5C.

business

procedures for



C. Investing and Other Interests in
Securities Which You or a Related
Person Recommends to Clients
See the following in Item 10.C:
*  “Trading or Issuing Securities in, or Linked to 8aties
in, Client Accounts”

* “Restrictions on Securities Transactions”
* “Research Reports”
e “Certain Trading Systems”

e “Transaction-Related Agreements with MS&Co., Citi
and Affiliates”

D. Conflicts of Interest Created by
Contemporaneous Trading

See “Different Advice” in Item 10.C.

Item 12: Brokerage Practices

A. Factors in Selecting or Recommending

Broker-Dealers for Client Transactions
MSSB does not recommend broker-dealers to effeientcl
securities transactions.  For the programs listed this

brochure, securities are executed through CGM ($@nGel
clients) or through MSSB (MS Channel clients).

For the programs described in this brochure, wenatoreceive
research or soft dollars, nor recommend other rrdkalers.

We offer, but do not recommend, request or reqdiients to
select directed brokerage as the option to pay theestment
advisory program fees.

At the client's request, MSSB permits clients toe udirect

brokerage commissions to pay for the MSSB investmen

advisory fee. As described above in Item 4B, ydll enter

into a separate agreement with each investment gean®our

investment manager as per your direction will direades to
CGM (SB Channel) or MSSB (MS Channel) (collectivehe

“Executing Broker-Dealers”). The Executing Brokeedlers
will execute trade on a best execution basis aaatdmmissions
generated will compensate MSSB and the Financialisial.

The commissions will be capped by the maximum adyis
allowed for this program (2.50%). Notwithstandindhet
commissions that pay for MSSB’s investment advides; you
will still pay you investment manager’s fee.

If you select a manager that has a high portfalia bver ratio
(executes many trades in the portfolio) you may gaypverall
fee that is higher than if you negotiated an asaséd fee that is
lower than the overall transaction costs.
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B. Aggregation of Securities Transactions

for Clients

Investment managers submit trade orders for adinth in the
same strategy to the Executing Broker-Dealer. It the
investment manager’'s decision as to allocation tef trade
orders. Please review your investment managers Add\nore
information.

ltem 13: Review of Accounts

A. Frequency and Nature of Review of

Client Accounts or Financial Plans

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

As an IS client, your Financial Advisor is thenpessible for
reviewing your account on an ongoing basis and will
recommend different asset allocations at any ticemling 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
asset allocation to be suitable for your needs.

See Item 15 below for a discussion of account startds,
Investment Monitors (SB Channel) and Quarterly &enfince
Reports (MS Channel).

B. Factors Prompting Review of Client
Accounts other than a Periodic Review

On an annual basis, your Financial Advisor willadiss with you
if your investment criteria has changed. Additibhaunusual
market or other events may prompt an off-cycleeevof client
accounts.

C. Content and Frequency of Account
Reports to Clients

Please see Item 15 for a discussion relating tqtiagterly
reports.

Item 14: Client Referrals and
Other Compensation

A. Economic Benefit for Providing

Investment Advice to Clients

See Item 10.D for more details.



B. Compensation to Unsupervised Persons
for Client Referrals

Our Professional Alliance Group program allows aiert
unaffiliated third parties to refer clients to MSSBIf the client
invests in an investment advisory program, we pgay third

party an ongoing referral fee (generally about 28%he portion
of the client fee that we would otherwise allocdte the

Financial Advisor). We may pay a fee greater es lhan 25%
depending on the facts and circumstances of thd¢igakhip.

ltem 15: Custody

CGM (for SB Channel clients) or MSSB (for MS Chahnne
clients) is the custodian and provides you with tten
confirmation of securities transactions, and actgtatements at
least quarterly. You may waive the receipt of trade
confirmations after the completion of each tradefamor of
alterative methods of communication where availa¥leu may
also receive mutual fund prospectuses, where apptep
MSSB services are also provided to clients who gedhird-
party custodians. In the event that client accowame held in
custody outside of MSSB, the custodian will providech
statements.

We provide performance monitoring to clients witfrequency
as requested by the client. See Item 4.B for amtuitidetails.

Iltem 16: Investment Discretion

In the program described in this brochure, we db aaxrept
investment discretion.

Item 17: Voting Client Securities

MSSB does not accept proxy-voting authority in gregram
listed in this brochure.

Clients may elect the investment manager to vaeies or they
may vote on their own and MSSB will send the proxaterials
to you.

Item 18: Financial Information

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

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

MSSB and it predecessors have not been the subfee
bankruptcy petition during the past ten years

23



Exhibit: Affiliated Money Market Funds Fee Disclos ure Statement
and Float Disclosure Statement
(APPLIES ONLY TO MS CHANNEL AND CONVERTED RETIREMEN T PLAN ACCOUNTS AND CESASs)

Sweep Vehicles in Retirement Accounts and CESAsS

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

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

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

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

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

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

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

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

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

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

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

Interest Earned on Float

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

* new deposits to the account (including interestdiniends) and

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

This interest is generally at the prevailing FetlEtads interest rate.

Generally, with respect to such assets awaitingstment:

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 thrtheglkend of the second following Business Day.

MSSB as an ERISA fiduciary

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

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

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

Morgan Stanley Investment Management (and/or fifaa#s) may, from time to time, waive part of iglvisory fee or
assume or reimburse some of a fund’s operatingrsqgse (This may be for a limited duration.) Suctioas are noted in
the fund’s prospectus and/or statement of 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 fufodssweep purposes may be appropriate for Retinéi@éans because
using professionally managed money market fundsiallyou to access cash on an immediate basis, puleding a rate
of return on your cash positions pending investmaAatis typical of such arrangements, we use offiljaded money funds
for this purpose.

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

The fund expense information below reflects the tmesent information available to us as of March3m12, and is subject

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

Total Annual Fund

Total Annual  Operating Expenses
Distribution Fund After Fee Waivers

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