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Iltem 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 matikease
see the item in this ADV brochure referred to ia ftummary
below.

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

Fees. The maximum fees for new accounts of more than $10
million invested in U.S. fixed income or global it income
strategies are 2.70%. The maximum fees for newats
with less than $5 million invested in a U.S. mupaistrategy
are 2.65% and in a liquidity management strategy2a55%.
(Item 4.A)

For equity strategies, you may open an account ith
different pricing structure in some circumstandgasluding if
you are a Morgan Stanley Private Wealth Managerokamt
who invested under a former pricing structure. YBuvate
Wealth Advisor may make more compensation undes thi
exception pricing structure than the general pgcétructure
and therefore may have an incentive to recommeat ythu
open an account under the exception pricing stractu(ltem
4.A)

Fixed Income Strategies Managed By Subadvisors. hsve
appointed two third party subadvisors for fixed ame
strategies. We pay the subadvisors out of the thestsclients
pay to us. (Item 4.A) In connection with thesbaalvisory
arrangements:

* Account minimums are now variable for U.S. fixed
income accounts, U.S. municipal accounts and
liquidity accounts. (Item 5)

*  While we conduct due diligence on subadvisors, this
due diligence may be different from that in ouresth
investment advisory programs. (Item 6.A)

 The fee we pay to subadvisors is generally less tha
we pay to unaffiliated third party managers manggin
similar strategies in other investment advisory
programs. We may earn more if you invest in a
strategy managed by a Global Investment Solutions
portfolio management team employed by MSSB than
if you invest in a strategy managed by a subadvisor

the program. Therefore, we may be incentivized to

recommend this program over other programs, and
strategies managed by MSSB teams over strategies
managed by subadvisors. (Iltem 6.B)

e The fixed income strategies (now managed by
subadvisors) may not be the same in all respects as
the fixed income strategies previously managed by a
MSSB team. (ltem 6.C)

» If you authorize us to vote proxies, we may delegat
this function to the subadvisor. (ltem 6.C)

e If your account is managed by a subadvisor, we give
your information to the subadvisor. (Item 7)

* The subadvisor reviews accounts to ensure that they
are properly invested in accordance with your
instructions. (Item 9)

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.A&ach bank
pays us a fee based on your Deposit Account badafeceept
on retirement plans or Coverdell Education Savexgsounts).
Your Financial Advisor does not receive a portidntleese
fees.

If you have a retirement plan account or Cover#ellication
Saving Account, the Exhibit to this ADV brochuré\ffiliated
Money Market Funds Fee Disclosure Statement anctFlo
Disclosure Statement”) applies to your accountsTkhibit
has information on the money market fund investment
available to you, including fees and expenses.

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

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

MSSB is owned by a joint venture company whichniiriectly
owned 51% by Morgan Stanley (“Morgan Stanley Pd&jeand
49% by Citigroup Inc. (“Citi”). Morgan Stanley Pateand Citi
have various purchase and sale rights for the joeriture

managed by a Subadvisor. MSSB, as investment reariag
the GIS program, may change between internal manexgeand
Subadvisors, or change the Subadvisor, in anyeglyaand in
any client account. When MSSB appoints a Subadvi&SB
enters into a contract with the Subadvisor and p#ws
Subadvisor out of the fees that the client payd&5B.

Client accounts are generally referred to GIS BbatfManagers
or Subadvisors through the client’s Financial AdvisThe GIS
strategies may be customized for your account based
information you provide about your financial sitioat
investment objectives and reasonable restrictions.

Depending on their particular strategy, GIS Poidfdflanagers
and Subadvisors may be able to invest in a broaderaof
securities and financial instruments, including iBgeecurities,

company through 2014. On May 31, 2012, Morgan $tanl warrants, debt securities, commercial paper, @eatds of

Parent announced that it intends to purchase aiticadd 14%
of the joint venture company from Citi, so that idan Stanley
Parent will own 65% of the joint venture company.

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

deposits, municipal securities, U.S. governmentuisges,

options contracts, futures contracts, private itmests in

private real estate related companies, and limitadnerships
(including limited partnerships for whom certain BE

affiliates act as general partner and investmenisad. GIS

Portfolio Managers and Subadvisors may provide cdwiith

respect to securities issued by foreign governmewgesncies and
corporations.

programs previously provided by Morgan Stanley &.Co GIS Portfolio Managers and Subadvisors may prowdeice

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

MSSB offers clients (“you” and “your”) many diffemeadvisory
programs. Many of MSSB’s advisory services are ey by
its Consulting Group business unit. Other advisamvices are
provided by the Morgan Stanley Private Wealth Mamagnt
division, which is also part of MSSB. You may obtéirochures
for other MSSB investment advisory programs
www.morganstanley.com/ADV or by asking your Finahci
Advisor or (for Morgan Stanley Private Wealth Maeagnt
clients) your Private Wealth Advisor. (Throughdbé rest of
this brochure, “Financial Advisor” means either ydtinancial
Advisor or your Private Wealth Advisor, as appliegbunless
the context otherwise requires.)

A. General Description of Programs and
Services
In the Global Investment Solutions (“GIS”) progradedicated

portfolio managers employed by MSSB (“GIS Portfolio

Managers”) or third party subadvisors (“Subadvi§ommake
day-to-day investment decisions for clients’ acdsunvested in
various investment strategies. Several profesdipmabnaged
strategies are available and are designed tolibad range of
goals, diversification objectives and risk tolerahevels. Each
team of GIS Portfolio Managers or Subadvisor fosusm
particular asset classes and investment approalchaddition to
portfolio management, the GIS program provides ahimg),
custody, brokerage and performance reporting.

Currently, the equity accounts in the GIS programmanaged
by GIS Portfolio Managers and fixed income accouate

with respect to a wide variety of instruments gatigrreferred

to as derivatives (including forward contracts ecwities and
foreign currencies, swaps, structured notes, aaghkrs, floors,

equity-linked securities and liquid yield option tes). GIS

Portfolio Managers and Subadvisors may use deviegti
consistent with their focus on managing the exmgeotéurn and
the risk exposure of the overall portfolio.

GIS Portfolio Managers and Subadvisors are limiteshvesting

atin the types of investments available in the GI8gpam. The

types of investments available may depend, amonegr ¢hings,
on which platform your account is opened.

If you are a retirement plan account subject to Emeployee
Retirement Income Security Act of 1974 (“ERISA™Y, $ection
4975 of the Internal Revenue Code of 1986, any &uibar, in
providing subadvisory services to you, will be agtias a
“fiduciary” and “investment manager” as defineddRISA, and
will be a Qualified Professional Asset Manager afingd in the
Prohibited Transaction Exemption 84-14 with respctyour
retirement plan.

Accounts are Opened on Different Platforms

We open GIS accounts on two different operatingf@ims.

These platforms run on different computer systemd ase
different processes in some respects. Thereforsyme places
in this brochure, we distinguish program featurased on the
platform on which your account is opened.

« Consulting Group Platform We open your GIS accounts
on the Consulting Group platform (“Consulting Group
Platform”) if you are an employee benefit plan tsedf:

0 you have a Financial Advisor instead of a Private
Wealth Advisor




we are the custodian for your account asgats
you are investing in one of the following strategjie

Managed by Applied Equity Advisors:

» U.S. Core Equity Strategy

* Global Core Equity Strategy

* Global Concentrated Equity Strategy

Fixed Income Strategies Managed by a Subadvisor:
* U.S. Taxable Portfolio

« Corporate Bond Portfolio

* Municipal Bond Strategy

* Liquidity Management Portfolio (USD version)

Managed by Fundamental Equity Advisors:
» Fundamental All-Cap Equity Portfolio
» Fundamental All-Cap Equity Portfolio ex-MLP.

agreed with the GIS Portfolio Manager team, andgdatrade
orders with broker-dealers selected by PPG. Whé&t P
implements an account, PPG is responsible for wénp client
account-opening information (see Item 7 below)
implementing client restrictions (discussed below).

and

Restrictions

You may impose reasonable restrictions on accowsstments.
For example, you may restrict us or a Subadvismmfbuying
specific securities or a category of securitieg.(etobacco
companies). If you restrict a category of secesitiwe will
determine which specific securities fall within thestricted
category. In doing so, we may rely on outside sesir(e.g.
standard industry codes, or research provided Hgpendent
service providers). If your restrictions are basmu credit

If you were a SB Channel client and you opened youFatings, we may rely on information from sourcesluding

account before we merged the SB Channel and M
Channel, we moved your account to the Consultingu@r
Platform when we merged the channels.

PWM Platformx  Unless you are an employee benefit plan

Management platform (“PWM Platform”) if:

o Yyou have a Private Wealth Advisor instead of a
Financial Advisor

o
MSSB or MS&Cao. (i.e., neither MSSB nor MS&Cao. is
the custodian for your account asseis)

0 Yyou are investing in one of the following strategie

Managed by Applied Equity Advisors:

eTax Enhanced Customized Solutions Russell 100

Portfolio

eTax Enhanced Customized Solutions Russell 300

Portfolio

*Tax Enhanced Customized Solutions Preferred Stoc

Index Portfolio
*Tax Enhanced
Telecom/Utilities Portfolio
*Tax Enhanced Customized Solutions EAFE Portfolio

Fixed Income Strategies Managed by a Subadvisor:

* International Fixed Income Strategy

* Global Fixed Income Strategy

* Global Inflation-Linked Strategy

« Liquidity Management Portfolio (non-USD version).

Except for DVP accounts, if we open your GIS ac¢sum
the PWM Platform, your account assets will be cdist at
MS&Co.

Customized Solutions

Accounts Implemented by the Private Portfolio Group
MSSB'’s Private Portfolio Group (“PPG”) implements:

accounts managed by the Applied Equity Advisorsitead
that are on the Consulting Group Platform and

all accounts managed by the Fundamental Equity Fsuisi
team.

For these strategies, PPG implements investmemtuat®ns
from the GIS Portfolio Manager team concerning $keurities
to buy, sell or hold in client accounts (and deifess the
number of such securities) according to rules aratqdlures

dationally Recognized  Statistical

Rating Organizasi
(NRSROs) such as Standard & Poor’s, Moody's ortFitc

Trade Confirmations, Account Statements and

we open your GIS accounts on the Private Wealthperforrnance Reviews

Unless you have appointed another custodian, M$@Rlents
with accounts on the Consulting Group Platform)MB&Co.
(for clients with accounts on the PWM Platformjtie custodian
and provides you with written confirmation of setas

your account is a “DVP” account custodied away fromtransactions, and account statements at leasteglyarYou may

waive the receipt of trade confirmations after toenpletion of
each trade in favor of alternative methods of comication
where available.

f your account is on the Consulting Group Platfome provide
ritten Investment Monitors to you every quartene$e reviews
ave tabular reports and graphical displays showioyy your
ccount investments have performed, both on anlatbsbasis
nd on a relative basis compared to recognizedeésdjsuch as
tandard & Poor’'s indices). You may access thegorts
through MSSB’s online account services site. Tooknyour
account in the online account service site, plegse to
https://lwww.morganstanleyclientserv.com/FreeCoriienbll
ments/Identification.aspx and follow the step-bgpst
instructions. If, however, you would like to receithese reports
by mail, please call 1-888-454-3965.

Clients with accounts on the PWM Platform may eteateceive
written PWM Performance Reports on a monthly basiEhese
reports contain tabular and graphical displays shgwow your
investments have performed on an absolute basis nazyl
include a comparison to recognized indices. Yoy mecess
your PWM account supplemental reports through PWadlkne
account services site. Additionally, through timdiree account
services site we also provide account performahoeugh the
most recent close of business. To enroll in theMPdhline
account service site, contact your Private Weattkigor.

Tax Considerations

Switching from one GIS strategy to another, movifngm
management by a team of GIS Portfolio Managers to
management by a Subadvisor (or vice versa), chgngin
Subadvisors, or moving your assets from the GInam to
another type of account, may result in sales ofises and



subject you to additional income tax obligation€onsult your
independent tax advisor, as MSSB and its affiliatks not
provide tax or legal advice.

Fees

We charge an annual fee for our services in the @Btfram,
based on the assets under management in your dcaadn
payable quarterly. Except as stated below, the imax

annual rates for various account sizes are:

Rate Rate Rate
Type of (less than | ($5 million ($10 million
account $5 million) | but less than or more)
$10 million)
Equity 2.85% 2.80% 2.75%
Tax-enhanced 2.75% 2.70% 2.70%
equity
Global 2.75% 2.75% 2.70%
fixed income
U.S. fixed 2.70% 2.70% 2.70%
income
U.S. municipals 2.65% 2.65% 2.65%
Liquidity 2.55% 2.55% 2.55%
management

If your account meets the stated account sizerateeapplies to
all assets in your account. This fee consists of¢tamponents:

! Based on the value when the account is opened or,

applicable, when a Subadvisor becomes respongible f
managing the account.

If you selected BlackRock Investment Management,
LLC as subadvisor before June 25, 2012, the rates f
U.S. municipals are 15 bps regardless of accowrt, si
and for U.S. fixed income are 20 bps regardless of
account size.

If your account meets the stated account size, rétte
applies to all assets in your account.

(2) The second component, at a maximum rate of 2.5%grso
consulting and other services provided by your Ranel
Advisor.

Exceptions: The maximum annual fee rates shown below, for
various levels of assets under management, apply if

(a) your client agreement is created before May?081 (even
if you do not sign it until after that date), yoarcount is on
the PWM Platform and you are investing in a strateg
managed by Applied Equity Advisors or a fixed in@m
strategy managed by a Subadvisor or

(b) after May 16, 2011, you are a PWM client wheoeisted
through the Investment Group program (the predecess
program to the GIS program) or the GIS program utioe

(1) The first component is a management fee charged by below pricing structure, and you and your Privateafth

MSSB, which pays the costs and expenses of theutorgs
Group business unit, including GIS and PPG, as aslhe

fees that MSSB pays to any Subadvisor. Those a&sen
may be more or less than the aggregate manageeesnt f

collected. The maximum annual rates for the mamage
fee component for various account sizes are:

Rate Rate Rate
Type of account| (less than| ($5 million ($10 million
$5 million) but less or more)
than $10
million)
Equity" 0.35% 0.30% 0.25%
Tax-enhanced 0.25% 0.20% 0.20%
equity*
Global 0.25% 0.25% 0.20%
fixed income
U.S. fixed 0.20% 0.20% 0.20%
income
(subadvised by
Chilton)
U.S. fixed 0.25% 0.25% 0.20%
income
(subadvised by
BlackRock)" 2
U.S. municipals| 0.15% 0.15% 0.15%
(subadvised by
Chilton)
U.S. municipals| 0.25% 0.25% 0.20%
(subadvised by
BlackRock)" 2
Liquidity 0.05% 0.05% 0.05%
management

Advisor agree that the pricing covering your exigti
account(s) also applies to a new account you opetiné
GIS program.

U.S. Equity Accounts

First $3 million 1.50%
Next $7 million 1.25%
Next $10 million 1.00%
Over $20 million 0.80%
International EAFE or Global Equity Accounts
First $5 million 1.50%
Next $10 million 1.25%
Over $15 million 1.00%
U.S. Taxable Fixed Income Accounts
$5 million 0.65%
Next $10 million 0.60%
Next $10 million 0.55%
Over $25 million 0.50%
U.S. Tax-Exempt Fixed Income Accounts
First $5 million 0.50%
Next $10 million 0.45%
Next $10 million 0.40%
Over $25 million 0.35%
U.S. Balanced Accounts
First $5 million 1.00%
Next $5 million 0.90%
Next $10 million 0.80%
Over $20 million 0.75%



U.S. Liquidity Accounts
First $50 million 0.20%
Over $50 million 0.15%

International or Global Fixed Income Accounts

First $5 million 0.75%
Next $20 million 0.60%
Over $25 million 0.50%

International or Global Liquidity/Short Duration Accounts
First $50 million 0.25%
Over $50 million 0.20%

If this exception pricing applies to your accowmpally 80% of
the fee you pay covers consulting and other sesvicevided by
your Financial Advisor or Private Wealth Advisonda20% of
the fee covers the costs and expenses of the Gimgs@roup
business unit.  Your Financial Advisor or Privateeaith
Advisor may make more compensation under the eimept
pricing structure than other the general pricingutture and
therefore have an incentive to recommend that ypenoan
account under the exception pricing structure. $ubadvisor is
appointed for your account, this exception pricicgpses to
apply and the fee you pay to MSSB is instead §gitveen the
two components described above (i.e. a manageraentffthe
amount shown in the management fee table earliénisi'Fees”
section, and a component to cover the consulting ather
services provided by your Financial Advisor).

Fees are Negotiable. The overall level of fees you pay for the

GIS program is negotiable based on a number ofofact
(including the type and size of the account and rdmege of
services we provide). In special circumstancesl waith the
client’'s agreement, the fee charged to a clienafoaccount may
be more than the maximum annual fee stated irsution.

B. Comparing Costs

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

addition to the program fee, and the amount ofitigadn the

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

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

C. Additional Fees

If you open a GIS account, you pay us an assetdfaeefor our
services including, where applicable, custody afusiéies and
trade execution. The program fees do not cover:

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

e “mark-ups,” “mark-downs,” and dealer spreads th#gt\e
or our affiliates may receive when acting as ppatiin
certain transactions where permitted by law or (®)er
broker-dealers may receive when acting as principal
certain transactions effected through us and/oraffiliates
acting as agent, which is typically the case falelemarket
transactions (e.g., fixed income and over-the-caueguity)

e brokerage commissions or other charges resultign fr
transactions not effected through us or our aféika

« MSSB account establishment or maintenance fees for

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

account closing/transfer costs
e processing fees or

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

Cash Sweeps

Generally, some portion of your account will bechl cash. If
MSSB (for accounts on the Consulting Group Platforon
MS&Co. (for accounts on the PWM Platform) acts astadian
for your account, it will effect “sweep” transaai® of
uninvested cash and allocations to cash, if anypimr account
into:

« interest-bearing bank deposit accounts (“Depostodats”)

established under the Bank Deposit Program (“BiP”)

« money market mutual funds (each, a “Money Market
Fund” and, together with BDP Deposit Accounts,
“Sweep Investments”). If your account is on the
Consulting Group Platform, the Money Market Funds

are managed by Morgan Stanley Investment Advisors

Inc. or another MSSB affiliate. If your accountan
the PWM Platform, you may choose among Money
Market Funds managed by a MSSB affiliate and
(except for IRA accounts) Money Market Funds
managed by unaffiliated third parties.

If you do not select a Sweep Investment when yoenoypour
account, your Sweep Investment will be BDP if yoa eligible.

Clients with accounts that are retirement plan aot® or
Coverdell Education Savings Accounts should realitktxB to
this brochure (“Affiliated Money Market Funds Feds€losure
Statement and Float Disclosure Statement”).

The custodian will effect sweep transactions ooltite extent
permitted by law and if you meet the Sweep Investime
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) Morga8tanley

exchange , fees



Private Bank, National Association or (iii) CitidgriN.A. The
Sweep Banks are affiliated with MSSB. The SweepkBagmay
interest on the Deposit Accounts established urnderBDP.
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 agafien of all
the accounts (including certificates of deposigttiiou hold at
the Sweep Banks in the same capacity. Bank depbsiis
through the BDP are not covered by SIPC or excegsrage.

If BDP is your Sweep Investment, you authorize as,your
agent, to establish the Deposit Accounts for youd &0 make
deposits into, withdrawals from and transfers amibregDeposit
Accounts.

Terms of the Bank Deposit Program are further dlesdrin 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 Runogr
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 Svigaks at
any time with or without notice to you. If you garticipating
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 Sweex Baorder
to determine the extent of FDIC insurance covemagglable to
you; and (ii) MSSB is not responsible for any iresiiror
uninsured portion of your deposits at any of thee&wBanks.

If BDP is your Sweep Investment, you should be awhat each
Sweep Bank will pay MSSB a fee equal to the peamgmbf the
average daily deposit balances in your Deposit Aotat the
Sweep Banks. Your Financial Advisor will not reaeia portion
of these fees or credits. In addition, MSSB widlt meceive
cash compensation or credits in connection with BiP for

assets in the Deposit Accounts for retirement ptanSoverdell
Education Savings accounts. Also, the affiliateee&p Banks
have the opportunity to earn income on the BDPtagbeough
lending activity, and that income is usually sigrahtly greater
than the fees MSSB earns on affiliated Money Maifkehds.
Thus, MSSB has a conflict of interest in selecting

recommending BDP as the Sweep Investment, rather &n
eligible Money Market Fund.

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

Money Market Funds.We may, in our sole discretion, offer
Money Market Funds as Sweep Investments. The Mbfaket
Funds are affiliated with MSSB.  You understand ttha
purchases and redemptions of Money Market Fundeshaiay

be effected only through MSSB and that you may dicgctly
access the Money Market Fund.

If a Money Market Fund is your Sweep Investmentu yo
authorize us, as your agent, to make investmentsaimd
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 Mohyrket

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

money market fund, not a bank deposit.

Certain of the Money Market Funds described aboaseh
minimum investment requirements. In addition, MS&y
require a minimum initial investment to activatareor all of
the Sweep Investments. If you do not meet the minininitial
investment, uninvested cash and allocations to gasigible
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 autcaljti
change it back to your previous Sweep Investmeah éf/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.

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

Since the Money Market Funds are sponsored or neghay
MSSB affiliates, those MSSB affiliates receive adwvy fees and
may receive other fees from the Money Market Fuifidour
account cash balances are invested in the Moneya¥W&unds.
Therefore, MSSB has a conflict of interest in sttec or
recommending the Money Market Funds as your Sweep
Investment. For retirement accounts with cash l@simnvested

in Money Market Funds sponsored or managed by MSSB
affiliates, certain fees received and retained bghsMSSB
affiliates will be credited to the account or offsainst the
advisory program fee. Please see the attachedbiExBi
“Affiliated Money Market Funds Fee Disclosure Staent and
Float Disclosure Statement” for more details.

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



Funds

If GIS Portfolio Managers or a Subadvisor investa icollective

investment vehicles such as a Money Market Fundhange-

traded fund or closed-end fund, any such fund nayifs own

separate investment advisory fees and other expe¢agke fund
manager or other service provider. In both cadesset fees or
expenses will be in addition to the fee you pay (oney

Market Fund fees and expenses are offset agaiestée or
credited to the account for retirement accounts @oderdell

Education Savings Accounts investing in a Money kdaiFund.

See Exhibit B to this brochure for more details.)

D. Compensation to Financial Advisors

If you invest in the GIS program, we allocate to yBumancial
Advisor, on an ongoing basis, part of the fees ply#o us in
connection with your account. The Financial Advisory
receive different compensation depending on whiclymm and
strategy you invest in, and the rate and amouwgbof fee.

The amount we allocate to your Financial Advisocdamnection
with GIS accounts may be more than if you partigpa other
MSSB investment advisory programs, or if you pagasately
for investment advice, brokerage and other serviceSor
example, a Financial Advisor may earn more in th® @ogram
than if you invest with an unaffiliated managemimother of our
programs and pay the same overall client fé¢hile the
component of the overall client fee allocated touyd-inancial
Advisor is generally subject to the same maximuntesain the
GIS program as in unaffiiated manager programs, dh
payment to unaffiliated managers is usually high¢han the
management fee component in GIS. Therefore, if you
Financial Advisor sets his or her component of trmverall
client fee at the same level for GIS as for an ufibhted
manager program, your overall client fee would tgpily be
lower in the GIS program. This is true regardles$ whether
your account is managed by GIS Portfolio Managers a
Subadvisor. Therefore, if your overall client fee the same in
GIS as in the unaffiliated manager program, genelamore of
the overall client fee is allocated to your Finaradi Advisor in
the GIS program than in the unaffiliated manager pgram.

The compensation we pay Financial Advisors with pest to
program accounts is typically higher than the conmsation we
pay Financial Advisors with respect to transactidrased
brokerage accounts. Your Financial Advisor may teéore
have a financial incentive to recommend the GIS gram
instead of other MSSB programs or services.

If you invest in the GIS program, your Financial\igbr may
charge a fee less than the maximum fee stated abdvuee
amount of the fee you pay is a factor we use icutating the
compensation we pay your Financial Advisor. Thanmef
Financial Advisors have a financial incentive rmtéduce fees.

Iltem 5: Account Requirements and
Types of Clients

Account Minimums. The account minimums are generally:
« $100,000 for equity accounts

e U.S. fixed income accounts, U.S. municipal accouantsl
liquidity accounts: variable depending on the Gi@&t®lio
Manager or Subadvisor.

We may accept smaller accounts, or impose a higirgimum.
If your account falls below the account minimum, wey
require you to deposit additional cash or secwitiebring your
account up to the account minimum or close the @utco

Types of Clients. Our investment advisory clients include
individuals, trusts, banking or thrift institutionpension and
profit sharing plans, plan participants, other podoinvestment
vehicles (e.g., hedge funds), charitable orgaronati
corporations, other businesses, state or munig@pakrnment
entities, investment clubs and other entities.

Item 6: Portfolio Manager Selection
and Evaluation

A. Selection and Review of Portfolio

Managers for the Programs

GIS Portfolio Managers are employees of MSSB (or an
affiliate). Subadvisors are third party managérat tare not
affiliated with MSSB. Neither the GIS Portfolio Magers nor
the Subadvisors are subject to the same evalugtiocesses
applying to third party managers in many of our eoth
investment advisory programs.

In conducting due diligence on Subadvisors, MSSBs®ers
factors such as personnel, investment processhédsassiand
organization characteristics, and investment parémce. This
due diligence may be different from that in otherS$B
advisory programs.

A team of GIS Portfolio Managers or a Subadvisorsimioe
approved by MSSB’s Global Products Committee befd85B
offers the associated strategies to clients. Tlodab Products
Committee considers the overall proposal, and djoeE,
information technology, risk, legal, compliance amdher
factors.

Once a team of GIS Portfolio Managers or a Subadvis
approved to offer strategies in the GIS prograne €lobal
Investment Solutions Investment Risk, Control aran@liance
Committee (“IRCC") oversees various of the team’'s o
Subadvisor’'s activities, including whether it is plementing
each of its strategies consistently with its stgtegcess. GIS
Portfolio Managers cannot be IRCC voting membet§.the
IRCC is not satisfied with the investment managenesercised
by a team or a Subadvisor, it raises its concer®I® senior
management and ultimately to the MSSB Risk Committe
Senior MSSB business executives also regularhevethe GIS
business. We may cease to offer strategies iGGtBeprogram



for any reason, including if the IRCC raises sigaifit issues
that are not satisfactorily resolved or we wishteéominate a
strategy for business reasons.

If you are considering investing in the GIS prograyour
Financial Advisor will help you identify your inveeent
objectives, risk tolerance and investment time zams (whether
by using an Investor Questionnaire or otherwis®ased on
your responses, your Financial Advisor will idepti$uitable
GIS strategies for you. Please discuss with yoimar€ial
Advisor any changes in your investment objectiveisk
tolerance or investment time horizons, so that gan consider
whether you should remain invested in your GIStstya or
switch to another strategy or investment producthe GIS
program or in another program.

Calculating Portfolio Managers’ Performance

In the GIS program we present, in reports availdblelients,
10 years of performance history for each ApplieduiBg
Advisors strategy. We calculate this performancegigsset-
weighted monthly performance returns for the GIStfBlo
Managers’ composite data. Subadvisors may alssepte
composite performance reports.

We do not have a third party review this compositeirn data.
The GIS Portfolio Managers assign client accounts t
performance composites. On a periodic basis, progr
management personnel review this data to checkdosistency
between accounts invested in the same strategy.nagsment
reviews any outlier accounts in each strategy terdeéne the
reason for the deviation from the average returns.

B. Conflicts of Interest

Conflicts of Interest — Related Persons of MSSB Aty
as Portfolio Managers

If your account is managed by a team of GIS Padfol
Managers, the portfolio managers are employed bgBI®r an
affiliate), and hence are related persons of MSSI.this case,
MSSB retains all the client fee you pay in the @t8gram. In
contrast, in other MSSB investment advisory programwhich
an unaffiliated third party manager acts as yourtfplio
manager:

we pay to the manager some of the fee we receive jiou
or

you pay separate fees to us for our services antheo
portfolio manager for its services.

If your account is managed by a Subadvisor, MSSE pa the
Subadvisor some of the fee you pay to MSSB, buegdly less
than MSSB pays to unaffiliated third party manageenaging
similar strategies in other investment advisorygpams.

For a given level of client fees covering portfolitanagement
and other services, we (and in some cases also Bioancial
Advisor) earn more:

if you invest in the GIS program than in our invesnt
advisory programs offering unaffiliated managers or
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if you invest in a GIS strategy managed by a GI&f&l@m
Management team than if you invest in a GIS strateg
managed by a Subadvisor.

This creates a conflict of interest for Financiadvisors and
MSSB, as there is a financial incentive to recomindre GIS
program and, within the GIS program, to recommerstrategy
managed by a team of GIS Portfolio Managers. Waress
this conflict of interest by disclosing it to yomdiby requiring
Financial Advisors’ supervisors to review your agcb at
account-opening to ensure that it is suitable fou yn light of
matters such as your investment objectives andndiah
circumstances.

Other Conflicts of Interest

As well as the conflicts of interest arising fromareemployees
acting as portfolio managers, we have various atbeflicts of
interests relating to the GIS program.

Advisory vs. Brokerage AccountdMSSB and your Financial
Advisor are likely to earn more compensation if yowest in the
GIS program than if you open a brokerage accounbug

individual securities (although, in a brokerage caod, you

would not receive all the benefits available to youthe GIS
program). Financial Advisors and MSSB thereforeveha

financial incentive to recommend the GIS programVe

address this conflict of interest by disclosingatyou and by
requiring Financial Advisors’ supervisors to revigaur account
at account-opening to ensure that it is suitableyém in light of

matters such as your investment objectives andndiah
circumstances.

Selecting Subadvisors.MSSB has appointed subadvisors for
the fixed income strategies. For U.S. municipaloants, and
U.S. fixed income accounts opened with less thahGRID,000,
MSSB pays different fees to the subadvisor depgndmwhich
subadvisor you choose. For the same overall clemfor such
an account, MSSB (and your Financial Advisor) makere
compensation if you select Chilton Private CliehisC as your
subadvisor than if you select BlackRock Investment
Management, LLC as your subadvisor. Alternativefyyour
Financial Advisor sets his or her component ofdtierall client
fee at the same level for such an account regardiésvhich
subadvisor you select, your overall client fee wobé lower if
you select Chilton Private Clients, LLC as your aaiisor.

Different Advice. MSSB, MS&Co., Citi, Subadvisors and their
affiliates may give different advice, take diffetexction, receive
more or less compensation, or hold or deal in diffe securities
for any other party, client or account (includinigeit own
accounts or those of their affiliates) from the iadvgiven,
actions taken, compensation received or secutiiid or dealt
for your account.

Trading or Issuing Securities in, or Linked to Sedties in,
Client Accounts.MSSB, MS&Co., CGM, Subadvisors and their
affiliates may provide bids and offers, and may atprincipal
market maker, in respect of the same securitied helclient
accounts. MSSB, the managers in its programs, MSECGM,
Subadvisors and their affiliates and employees rhaid a
position (long or short) in the same securitiesdhigl client
accounts. MSSB, MS&Co., CGM and/or their affiliatase



regular issuers of traded financial instrumentskdih to

securities that may be purchased in client accourftsom time

to time, MSSB (or an affiliate’s) or a Subadvisottading —

both for its proprietary account and for client @aets — may be
detrimental to securities held by a client and tlumeate a
conflict of interest. We address this conflict digclosing it to

you.

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

Trade Allocations.Your GIS Portfolio Managers may aggregate Certain Trading Systemdf MSSB directly or indirectly effects

the securities to be sold or purchased for more tme client to
obtain favorable execution to the extent permitted law.

They will then allocate the trade in a manner tkagquitable
and consistent with MSSB’s fiduciary duty to itsiects

(including pro rata allocation, random allocation mtation

allocation). Allocation methods vary depending wearious
factors (including the type of investment, the nembf shares
purchased or sold and the amount of available casfe size of
an existing position in an account). The priceedah client is
the average price for the aggregate order. Subadvinay also
aggregate securities, as described in their AD\¢Huees.

Services Provided to Other Clientd4SSB, MS&Co., CGM,
and their affiliates provide a variety of servicéacluding

research, brokerage, asset management, tradindinderand
investment banking services) for each other and vemious

clients, including issuers of securities that mayécommended
for purchase or sale by clients or are otherwide e client

accounts. MSSB, MS&Co., CGM and their affiliateceie

compensation and fees in connection with thesdcgrvMSSB
believes that the nature and range of clients taclwisuch
services are rendered is such that it would bevisablle to
exclude categorically all of these companies framaacount.
Accordingly, it is likely that securities in an axmt will include

some of the securities of companies for which MSEIB&Co.,

CGM and their affiliates perform investment bankioig other
services.

Restrictions on Securities Transaction$here may be periods
during which MSSB is not permitted to initiate acommend
certain types of transactions in the securitiessiders for which
MS&Co., Citi or one of their affiliates is perforng broker-
dealer or investment banking services or have denfial or
material non-public information. Furthermore, in rta@
investment advisory programs, MSSB may be competted
forgo trading in, or providing advice regarding, idan Stanley
Parent or Citi securities, and in certain relatedusities. These
restrictions may adversely impact your accountqrerince.

MSSB and its affiliates may also develop analyses/a

evaluations of securities sold in a program desdrilin this

brochure, as well as buy and sell interests inrs@esion behalf
of their proprietary or client accounts. These wsed,

evaluations and purchase and sale activities arpriptary and
confidential, and MSSB will not disclose them tents. MSSB
may not be able to act, in respect of clients’ aotpon any such
information, analyses or evaluations.

MSSB and its affiliates are not obligated to effacly trans-

action that they believe would violate federal @te law, or the
regulations of any regulatory or self-regulatorgpo

11

client trades through exchanges, electronic comaoatioin
networks or other alternative trading systems (timg
Systems”) in which its affiliates have an ownersiiperest,
these affiliates may receive an indirect econonandfit based
on their ownership interest. Currently, affiliates MSSB
(including affiliates of MS&Co. and Citi) own ovéi% of the
voting securities of certain Trading Systems, idolg BATS
Trading, Inc., operator of BATS Electronic Tradilgtwork
(commonly known as “BATS"); the entities that owmdacontrol
the Block Interest Discovery System (commonly knoas
“BIDS”); LavaFlow Inc.; EBX Group, LLC; ELX Futures
Holdings, LLC; ELX Futures, LP; TheMuniCenter; Autated
Trading Desk Financial Services LLC; Automated TmgdDesk
Brokerage Services LLC; Boston Options ExchangeC.LEX
Alliance Inc.; and National Securities ExchangehédtTrading
Systems on which MSSB may execute trades for cieabunts
include Archipelago; eSpeed; Instinet; NYFIX; Tra&CN;
BondDesk; ValuBond; NYSE Euronext; TradeWeb; and
MarketAxe. The Trading Systems on which MSSB traftgs
client accounts and in which affiliates of MSSB ovmterests
may change from time to time. You may contact yemancial
Advisor for an up-to-date list of Trading Systenrs which
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 expliéées 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 exé&
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 automaticalitched
with a counterparty that is (i) another investmadtisory or
brokerage client of MSSB or one of its affiliatas(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,taer
agreements were entered into between or involvimgesor all
of MSSB, MS&Co, Citi, CGM and their affiliates, ilugling the
following:

e Order Flow. An agreement that, subject to best execution,
MSSB will transmit an agreed percentage of clierteos
for the purchase and sale of securities to MS&@iti,



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

» Didtribution. An agreement that, in return for the paymen
of certain fees and expenses, MSSB will market an

promote certain securities and other products wmitten,
distributed or sponsored by MS&Co., Citi or theffilamtes.
MSSB has a conflict of interest in offering, recoemding
or purchasing any such security or other produci tfmr 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 rasdh
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 managergbei

made for or given to MSSB investment advisory ¢ken

Affiliated Sweep Investments. MSSB has a conflict of interest
in selecting or recommending BDP or Money Markendsias

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

information.

C. Portfolio Managers

Description of Advisory Services

See Item 4.A above for a description of the sesvffered in
the GIS program.

Tailoring Services for Individual Clients

You may ask that your GIS account be managed pardoaa
particular investment strategy offered by the managr
Subadvisor. You may also place restrictions onryaecount
(as discussed above in Iltem 4.A).

Wrap Fee Programs

If a team of GIS Portfolio Managers manages youroant,

MSSB acts as both the wrap fee program sponsorthed
portfolio manager in the GIS program, and recealethe client
fees for its services provided in the GIS progranif a

Subadvisor manages your account, MSSB acts as p fem
sponsor and investment manager, but not as partfofinager,
and does not retain all the client fees for ses/jp®vided in the
GIS program.

MSSB does not act as portfolio manager in any @uogrwhich
are not wrap fee programs but are otherwise sindahe GIS
program.

Performance-Based Fees
The GIS program does not have performance-based fee

Methods of Analysis and Investment Strategies

The following teams of GIS Portfolio Managers ob&dvisors
offer the strategies listed below. From time tondj to
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accommodate client requirements, GIS Portfolio Mgna or
Subadvisors may invest an account in a strateggr dtian the
tstrategies described below. More detailed informmabn each
§trategy is available on request.

Applied Equity Advisors

U.S. Core Equity Strategy: Seeks to achieve long term
compounding of returns by investing primarily indalarge
capitalization equities that (i) appear attractiom a
valuation basis and (i) could demonstrate aboveraye
appreciation potential. This is pursued througheaes of
quantitative models with a fundamental overlay deniify
opportunities. As a majority of a portfolio’s retucan be
defined by its common factors risks, the team bekein a
top-down quantitative approach. It uses specifiaitgq
selections to maximize its desired country, styld aector
distribution.

Global Core Equity Strategy: Seeks to achieve long term
compounding of returns by investing primarily inolgél,
mid-large capitalization equities that (i) appetiragtive on
a valuation basis and (ii) could demonstrate almxarage
appreciation potential. This is pursued throughedes of
guantitative models with a fundamental overlay deniify
opportunities. As a majority of a portfolio’s retucan be
defined by its common factors risks, the team bekein a
top-down quantitative approach. It uses specifiaitgq
selections to maximize its desired country, styld aector
distribution.

Global Concentrated Equity Strategy:Seeks to achieve
long term compounding of returns by investing priilgan
a limited number of global, mid-large capitalizatiequities
that (i) appear attractive on a valuation basis @hdould
demonstrate above-average appreciation potentlas B
pursued through a series of quantitative modeld vait
fundamental overlay to identify opportunities. Asnajority
of a portfolio’s return can be defined by its commfactors
risks, the team believes in a top-down quantitagipproach.
It uses specific equity selections to maximize desired
country, style and sector distribution.

Tax Enhanced Customized Solutions Russell 1000
Portfolio:  Seeks to achieve Russell 1000 index-like
returns net of fees and strives to generate actadized
losses to achieve an attractive after-tax retuwrtfélios
hold only a representative basket, selected frarRbssell
1000 Index (typically 200-300 securities), normallith an
overall tracking error of less than 2% to the uhdeg
index. Holdings are aligned closely with industegctor,
style, capitalization and other factors of the ¢arRussell
1000 index. (The Russell 1000 Index measures the
performance of the large-cap segment of the U.8ityeq
universe. It includes approximately 1000 of thegéest
securities based on a combination of their market
capitalization and current index membership. Thdein
represents approximately 92% of the U.S. markehg T
team uses quantitative models to (i) identify fastthat
drive risks and returns for an index universe, $i#ek to
optimize portfolios based on relative risks, tax aracking-
error constraints and (i) manage existing posgio
Portfolios are generally rebalanced monthly to izeal



losses, when available, and
constraints

realign within necgssar

Tax Enhanced Customized Solutions Russell 3000
Portfolio:  Seeks to achieve Russell 3000 index-like
returns net of fees and strives to generate actedized
losses to achieve an attractive after-tax retuwrtfélios
hold only a representative basket, selected fraanRbssell
3000 Index (typically 200-300 securities), normallith an
overall tracking error of less than 2% to the uhdeg
index. Holdings are aligned closely with industsgctor,
style, capitalization and other factors of the ¢arRussell
3000 index. (The Russell 3000 Index measures the
performance of the large-cap segment of the U.8ityeq
universe. It includes approximately 3000 of thegést
securities based on a combination of their market
capitalization and current index membership. Thdein
represents approximately 98% of the U.S. markethe
team uses quantitative models to (i) identify festthat
drive risks and returns for an index universe, $i&ek to
optimize portfolios based on relative risks, tax aracking-
error constraints and (iii) manage existing posgio
Portfolios are generally rebalanced monthly to ireal
losses, when available, and realign within necgssar
constraints

Tax Enhanced Customized Solutions Preferred Stock
Index Portfolio: Seeks to achieve an enhanced yield over
the U.S. S&P Preferred Stock Index. Portfoliosdhohly

seek to optimize portfolios based on relative rigks and
tracking-error constraints and (iii) manage exigiositions
Portfolios are generally rebalanced monthly in orte
realize losses, when available, and realign witlénessary
constraints

Tax Enhanced Customized Solutions EAFE Portfolio:
Seeks to achieve MSCI EAFE index-like returns ridees
and strives to generate active realized lossesh@®ee an
attractive after-tax return. Portfolios hold only a
representative basket, selected from the EAFE Index
(typically 200-300 securities), normally with an evall
tracking error of less than 2% to the underlyingleix.
Holdings are aligned closely with industry, sectstyle,
capitalization and other factors of the target EARHEex.
(The MSCI EAFE Index measures international equity
performance. It includes approximately 1000 caunstits
and comprises the MSCI country indices that remtese
developed markets outside of North America: Europe,
Australasia and the Far East.) The team uses itptaug
models to (i) identify factors that drive risks aredurns for

an index universe, (ii) seek to optimize portfollmssed on
relative risks, tax and tracking-error constraiatsd (iii)
manage existing positions. Portfolios are generally
rebalanced monthly to realize losses, when avaiadhd
realign within necessary constraints.

Fixed Income Strategies

a representative basket, selected from the U.S. S&PRixed income accounts are managed by a Subadviaer (

Preferred Stock Index, normally with an overallckiag
error of less than 2% to the underlying index. Hiudd are

described below).

aligned closely with style, capitalization and atFectors of
the target indices. (The U.S. S&P Preferred Stodex is
comprised of preferred stocks issued by U.S. estithat
meet a set of defined criteria.) The team uses tiative

models to (i) identify factors that drive risks aredurns for
an index universe, (ii) seek to optimize portfollmssed on
relative risks, tax and tracking-error constraiatsd (iii)

BlackRock Investment Management, LLC (Subadvisor)

BlackRock Investment Management, LLC or one ofifdiates
(“BlackRock”) is managing fixed income accounts fehich
clients indicated that they wanted BlackRock asShbadvisor.
BlackRock is the world’s largest asset managerclBRack has
expertise in managing the assets of high net wioadividuals.
BlackRock’s investment philosophy is based on caonnigi risk

manage existing positions.
rebalanced monthly to realize losses, when avaijadhd
realign within necessary constraints

Portfolios are gengrall yanagement with a disciplined process to focusresepvation
of principal,
volatility. The strategies managed by BlackRoclSabadvisor

current income, high liquidity and dreced

Tax Enhanced Customized Solutions Telecom/Utilities are as follows:

Portfolio: Seeks to achieve an enhanced yield beyond itg
index. Portfolios hold only a representative basketected
from the MSCI IMI Telecom and MSCI IMI Utilities
indices, normally with an overall tracking errorles than
2% to the underlying indices. Holdings are aligrotosely
with style, capitalization and other factors of tterget
indices. (The MSCI IMI Telecom Index represents the
Telecommunications Service companies of the MS@. U.
Investable Market 2500 Index as classified in agance
with the Global Industry Classification Standar&(CS”). °
The MSCI IMI Utilities Index represents the Utiés
companies of the MSCI U.S. Investable Market 250fek

as classified in accordance with the GICS. The MB@.
Investable Market 2500 Index represents the inbésta
universe of companies in the U.S. equity markets Tidex
targets for inclusion 2,500 companies and represent
approximately 98% of the capitalization of the Ueguity  «
market.) The team uses quantitative models taéiptify
factors that drive risks and returns for an indeerse, (ii)
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Intermediate Taxable Fixed Income Strategy: This
investment strategy seeks total return derived fomumpon
interest and capital appreciation. It invests prilpain
government securities, investment grade corporatedd
and asset-backed and mortgage-backed securitiemsseTh
portfolios are expected to have durations of twofite
years. An investor selecting this strategy may siske loss
of principal.

Intermediate Municipal Fixed Income Strategy: This
investment strategy seeks total return derived gmilpnfrom
coupon interest, and secondarily, capital appneciatit
invests in investment grade municipal securitiebese
portfolios are expected to have durations of faureight
years. An investor selecting this strategy may siske loss
of principal.

Fundamental Core Taxable Fixed Income StrategyThis
investment strategy seeks total return derived fomumpon
interest and capital appreciation. It invests prilpain



government securities, investment grade corporatedsy
and asset-backed and mortgage-backed securitiesseTh
portfolios are expected to have durations of tticeseven
years. An investor selecting this strategy may siske loss

of principal.

Global Fixed Income Strategy: This investment strategy
seeks total return derived primarily from capital
appreciation, and secondarily, coupon interesnvésts in
investment grade fixed income securities of US famdign
governments. It gains currency exposure througastment

in non-US dollar denominated government securities.
Government securities include securities issued or
guaranteed by a government or a government agency o

instrumentality. Portfolios also may be investedéacurities
issued by certain international organizations desied or

supported by governments or government agencies to
development.
Examples of these include the International Bank fo

promote economic reconstruction or

Reconstruction and Development (the World Bank) toed

Inter-American Development Bank. Selection of this

strategy indicates a willingness to assume the tiadei
risks involved with global investing, particularturrency
fluctuations and changes in global interest rates.

e Long-Term Municipal Fixed Income Strategy: This
investment strategy seeks total return derived gmilgnfrom
coupon interest, and secondarily, capital appneciatit
invests in investment grade municipal securitiebese
portfolios are expected to have durations of sitetoyears.
An investor selecting this strategy may risk somss| of
principal.

e Short-Term Taxable Fixed Income Strategy: This
investment strategy seeks total return derived fommpon
interest and capital appreciation. It invests pritpain
government securities, investment grade corporated$®
and asset-backed securities. These portfoliosxqrecéed to
have durations of one to three years. An investbecsing
this strategy may risk some loss of principal.

e Short-Term Municipal Fixed Income Strategy: This
investment strategy seeks total return derived gmilgnfrom
coupon interest, and secondarily, capital appneciatit
invests in investment grade municipal securitiebese
portfolios are expected to have durations of onefotar
years. An investor selecting this strategy may siske loss
of principal.

Chilton Private Clients, LLC (Subadvisor)

Chilton Private Clients, LLC or one of its affileg (“Chilton”) is
managing fixed income accounts for which clientlidated that
they wanted Chilton as the Subadvisor. Chilton iprivate,
independent firm formed by Chilton Investment Compd_LC,

and provides a broad spectrum of wealth managesermices
primarily to high net worth individuals, trustsnfdy offices and
foundations. Chilton believes in the value of exztee
proprietary research to support its decision-malkingd portfolio
construction. Chilton’s investment philosophy fae tfollowing

strategies is to manage dynamic customized cliertfgios on
a total return basis, consistent with the riskrabees, financial
aspirations and income needs of each client. Thategfies
managed by Chilton as Subadvisor are as follows:
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U.S. Taxable Strategy: This strategy provides exposure to
a range of USD-denominated fixed income instrumerie
portfolio is diversified mainly across U.S. goveremh
sovereign government, global government agencies,
supranational and the global corporate sectorseofriarket.
The portfolio managers make active decisions fas th
strategy based on assessing macro conditions airddtnal
credit analysis.

Corporate Bond Strategy: This strategy provides
exposure to a range of investment grade corporate
debentures and other fixed income instruments deraied

in USD. The portfolio managers make active decisitor

this strategy based on assessing macro conditimehgheeir
internal credit analysis.

Municipal Bond Strategy: This strategy offers both state-
specific and general market tax-advantaged pootfoli
options.

Intermediate Liquidity Management Strategy: This
strategy provides either tax advantaged or taxable
alternatives to intermediate liquidity needs withaageted
duration of three years or less.

International Fixed Income Strategy: This strategy
invests in non-USD denominated fixed income seeusrit
with the goal of diversifying exposure across vasio
currencies and interest rate curves. The procésstistop-
down and bottom-up value driven, seeking to take
advantage of global trends while using currencyosupe to
enhance return potential and diversification.

Global Fixed Income Strategy: This strategy invests in
global fixed income securities in an effort to diify
exposure across various currencies and interestcrates.
The process is both top-down and bottom-up valixedr
seeking to take advantage of global trends whilegus
currency exposure to enhance our return potentim a
diversification.

Global Inflation-Linked Strategy: This strategy provides
exposure to fixed income instruments that offer the

possibility of protection against adverse inflaton
pressure.

Fundamental Equity Advisors.

e Fundamental All-Cap Equity Portfolio An actively

managed strategy that seeks to outperform the RE3EH
Index with a focus on risk management and capital
preservation. It is generally holds 25-60 stocksoss a
wide range of market capitalizations. American
Depository Receipts (ADRs), exchange-traded fukds-6)
and/or closed-end funds may also be used. Thidofior
may also include Master Limited Partnerships (ML.Ps)
which are treated differently than stocks for taxpmses.
The team seeks to identify undervalued equity ofities
using a rigorous fundamental approach to secueigcsion.
The team manages equity portfolios by focusing on
companies possessing strong free cash flow, atteact
valuations, profit margin opportunities and chaggin
internal dynamics. Individual security selectioan bhased
on, but not limited to, a careful analysis of a pamy’'s
financial flexibility, earnings quality, valuatiorhusiness
model and competitive position. The team also watals



broader industry trends, relative growth and curnevestor
expectations,
investment's “margin of safety” and risk/reward file
The team monitors risk at both the portfolio andividual
security level, with a focus on bottom-up secusitimalysis.

e Fundamental All-Cap Equity Portfolio ex-MLPs: The
team uses the same strategy and methods of anabysis
the Fundamental All-Cap Equity Portfolio, but doest
invest in MLPs.

The Fundamental Equity Advisors team has been niagag

client accounts since December 2010. Therefoeefdhm has
limited experience in managing actual client ac¢sunBefore
managing client assets, the team created two muoailolios

(the Equity Model Portfolio, in 2002, and the Sm&alMidCap

Equity Model Portfolio, in 2004) and maintained shkemodels
through September 2010. The strategies offeretthdvyeam in
the GIS program are different from these modelfpbos.

Risks

Investing in securities involves risk of loss thyaiu should be
prepared to bear. The value of the assets in wooount is
subject to a variety of factors, such as the liguidnd volatility
of the securities markets. We do not guaranteéomeance,
and past performance does not predict your acceunture
performance. There are material risks involvedhiresting in
any of the above strategies, depending on the imesg style,
investment process, asset classes in the stratady other
factors:

* Investing in stocks entails the risks of market volatility.

The value of all types of stocks may increase arekse
over varying time periods.

e In general, as prevailing interest rates riiged income
securities prices fall. High yield bonds are subject to
additional risks such as increased risk of defantt greater
volatility because of the lower credit quality betissues.

in an effort to determine a proposed

sectors. Investments in MLP interests are subgethd risks
generally applicable to companies in the energy raatdral
resources sectors (including commaodity pricing,riskpply
and demand risk, depletion risk and exploratiok)ris

Different classes of securitiedhave different rights as
creditor if the issuer files for bankruptcy or rganization.
For example, bondholders’ rights generally are more
favorable than shareholders’ rights in a bankruptay
reorganization.

International securities have additional risks, including
foreign economic, political, monetary and/or ledmdtors,
changing currency exchange rates, foreign taxes and
differences in financial and accounting standards.
International investing may not be for everyoneeSenrisks
may be magnified in emerging markets.

Small capitalization companies may lack the financial
resources, product diversification and competigtrengths
of larger companies. The securities of small céipétion
companies may not trade as readily as, and be cutge
higher volatility than, those of larger, more esidted
companies.

Strategies that invest a large percentage of agseisly
one industry sector (or in only a few sectorafe more
vulnerable to price fluctuation than strategied thgersify
among a broad range of sectors.

When strategies invest im concentrated number of
securities a decline in the value of these securities would
cause your overall account value to decline to eatgr
degree than that of a less concentrated portfolio.

A tax enhanced strateggnay not be able to deliver realized
losses because there are none to take, this woatleriaily
impact tracking error (against the benchmark indaxjhe
tracking error would not be consistent over time.
Quantitative efforts to identify and correct biaseay not
reduce, but may increase, tracking error.

An investment in arexchange-traded fundnvolves risks
similar to those of investing in a broadly basedtfotio of
equity securities traded on an exchange in thevaale
securities market, including market fluctuationsis=d by

MSSB does not render advice on tax and tax acauymtatters
to clients. Statements relating to tax in this bruoge are not
intended or written to be used, and cannot be osedlied on
by any recipient, for any purpose, including therpmse of

such factors as economic and political development@voiding penalties that may be imposed on the tgapander

changes in interest rates and perceived trendstdok s
prices. An ETF that is designed to track an indexym
deviate from that index to some extent. The investm
return and principal value of ETF investments fliade, so
that ETF shares, if or when sold, may be worth noorkess
than the original cost.

Many closed-end funds unlike open-end funds, are not
continuously offered. For such funds, there isna-tme
public offering and, once issued, shares of cle=®dlfunds
are sold in the open market through a stock exahanfjlet
asset value (NAV) is total assets less total liadd divided
by the number of shares outstanding. At the tifsate,
your shares may have a market price that is abobelow
NAV. There is no assurance that the fund will aghiits
investment objective. The fund is subject to et
risks, including possible loss of principal invakte

Currently, most Master Limited Partnerships (MLPS)
operate in the energy, natural resources or retdtees
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U.S. federal tax laws. You should consult yourspeal tax
and/or legal advisor to learn about any potentia or other
implications that may result from acting on a pardar
recommendation.

Policies and Procedures Relating to Voting Client
Securities

Electing Who Votes Proxies. If you have a GIS account, you
may elect to:

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

« delegate discretion to vote proxies to a third ypddther
than MSSB) or

e authorize us to vote proxies for such securitied @teive
related materials (and we, in turn, may delegateftimction
to any Subadvisor for your account).



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

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

MSSB’s Proxy Voting Policies and Procedure$his section
only applies if you authorize us to vote proxiesyonr behalf.

We have established a Proxy Voting Committee witminers
designated by MSSB management.
Committee has the authority to amend MSSB’s progying
policies and procedures. The Proxy Voting Commitheeets
periodically to review generally its proxy votinglizies and
procedures, and to address any outstanding or apprdxy
voting issues. If you delegate proxy voting auttyoto MSSB,
the Proxy Voting Committee (and not your Finandalvisor)
makes proxy voting decisions for your account (ssleour
account is implemented by PPG), and you cannottdihe vote
for any particular proxy.

To assist us in our proxy voting responsibilitiese have
engaged ISS, a third party provider of corporateegeance
services. ISS provides in-depth research, anabsis voting
recommendations, as well as vote execution, auwgditamd
consulting assistance to handle proxy voting resimdlity.
Except as described below, MSSB votes in a manmesistent
with ISS’ policy guidelines and vote recommendadioBecause
ISS makes its recommendations based on its indepénd
objective analysis of the economic interests ofelhalders, its
process ensures that we vote in clients’ best ester and
insulates our voting decisions from conflicts deirests.

If ISS cannot make a proxy vote recommendation, Rhexy
Voting Committee independently determines how totevo
proxies consistent with MSSB’s policy to vote pmsisolely in
clients’ best interests, for those accounts sulieBroxy Voting
Committee processes.

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

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

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

However, if a Subadvisor is responsible for the -ttagay
management of your account, the Subadvisor wilb alste
proxies. The Subadvisor will not take any actiothwespect to
class actions relating to the securities in yowoaat.
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The Proxy Voting

You may obtain from your Financial Advisor, on regti

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

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

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

ltem 7: Client Information Provided to
Portfolio Managers

If your account is managed by the Applied Equitywisdrs team
but not implemented by PPG, the team receives wario
information about you, including your name, whether not
your account is taxable, state/country of residesmug account
restrictions. The team also receives informatiam your
investment objectives, financial situation and stweent history,
risk tolerance and time horizon.

If your account is managed by the Applied Equityisdrs team
and implemented by PPG, or if your account is madday the
Fundamental Equity Advisors team, we give this linfation to
PPG so that PPG can implement your account (agibeddn
Iltem 4.A).

If your account is managed by a Subadvisor, we dhis
information to the Subadvisor in connection wite Bubadvisor
managing your account.

Your Financial Advisorprovides updated information to the
PPG or the Subadvisor when needed to manage y@ouic
(e.g. changes in restrictions on the securitiescategories of
securities, that your account can hold).

Item 8: Client Contact with Portfolio
Managers

We do not restrict you from contacting and conagltivith your
GIS Portfolio Managers or Subadvisor. You are freeontact
and consult with them during normal business hours.

ltem 9: Additional Information

Disciplinary Information

This section contains
disciplinary events.

information on certain legahd

In this section, “MSDW” means Morgan Stanley DW .Ina
predecessor broker-dealer of MS&Co. and registeregstment
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 Finaac
Advisors with non-cash compensation for sales otualu
funds and variable annuities that were not basettahsales
and equal weighting). MSDW offered rewards to its
Financial Advisors for sales of affiliated mutualnfls in
general, or particular affiliated mutual funds oertain
variable annuities. By a Letter of Acceptance, Waiand
Consent (“LAWC") dated September 15, 2003, MSDW
agreed to (1) fines totaling $2.25 million; (2) ape its -
compliance systems and procedures; and (3) retain a
independent consultant to review and make recomatims

on MSDW's supervisory and compliance procedures.

On April 28, 2003, the SEC filed a complaint allegithat
MS&Co. violated certain NASD and New York Stock
Exchange (“NYSE”) Conduct Rules (collectively, the
“Conduct Rules”) by creating conflicts of interefstr its
research analysts with respect to investment bgreativity,
failing to adequately manage such conflicts, fgilio ensure,
in offerings where MS&Co. was the lead underwritirat
payments made to other broker-dealers for publgshin
research reports were disclosed by the issueltseirffering
documents and the other broker-dealers in theieares
reports, and failing to supervise properly its ezsh
analysts, including with respect to the ratingscepitargets
and content of the reports of senior research atsmly
Without admitting or denying the substantive alleyss in
the complaint, on October 31, 2003, MS&Co. congbrite
the entry of a final judgment that enjoined MS&CGmm
violating the Conduct Rules and required it to make
payments of $50 million for past conduct and altecf75
million to fund independent research. In additiM5&Co.
agreed to a number of structural changes to theatipes of
its equity research and investment banking operatio
Concurrently, MS&Co. also entered into a settlemwith
the NYSE, the NASD and the Attorney General of $tate
of New York with respect to the same conduct spetifn
the complaint. MS&Co. is also in the process ofliring
settlements with the other state and territoriatusiées
administrators.

In 2003, Salomon Smith Barney (“SSB”), nhow known as
CGM, settled civil and regulatory actions brought the
SEC, the NYSE, the NASD, the Attorney General of th
State of New York (“NYAG”), and state securities
regulators, which alleged violations of certain e and
state securities laws and regulations, and ceN&8D and
NYSE rules, by SSB arising out of certain busingsstices
concerning sell-side research during 1999 to 2@@dl,initial -
public offerings (“IPOs”) during 1996 to 2000. Thetions
alleged, among other things, that SSB publisheddirfent
research reports, permitted inappropriate influenog
investment bankers over research analysts, anddfdib
adequately supervise the employees who engagedose t
practices. It was also alleged that SSB engagedhgnoper
“spinning” of shares to executives of investmennkiag
clients and failed to maintain policies and progedu
reasonably designed to prevent the potential misofke
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 asistde
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orders in state proceedings prohibiting SSB fromlating
certain state laws and regulations; (3) a judgrpeohibiting
SSB from violating certain laws and regulations; ¢értain
operational reforms; (5) participating in a volugtanitiative
pursuant to which SSB will no longer make allocasioof
securities in hot IPOs to accounts of executivécefs or
directors of U.S. public companies; and (6) a paytr
$400 million.

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

B shares in certain Morgan Stanley proprietary mutunds

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

In 2004, the NYSE brought an administrative actdlaging
that MS&Co. and MSDW (1) failed to ensure deliverfy
prospectuses in connection with certain sales ofiritees;
(2) failed to timely and accurately file daily pragn trade
reports; (3) erroneously executed certain sell mrdm a
minus tick for securities in which MS&Co. held aosh
position; (4) failed to timely submit RE-3 in coratien with
certain matters; (5) hired certain individuals sabj to
statutory disqualification and failed to file fingeint cards
for certain non-registered employees; (6) failedctonply
with requirements concerning certain market-on&lend
limit-on-close orders; and (7) failed to reasonaklypervise
certain activities. MS&Co. and MSDW resolved thdi@t
on January 7, 2005, by consenting, without adngttor
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 fatiepurt
alleging that, during 1999 and 2000, MS&Co. viothte
Regulation M by attempting to induce certain custsnwho
received allocations of IPOs to place purchase rerder
additional shares in the aftermarket. The SEC didatiege
fraud or impact on the market. On January 25, 2005,
MS&Co. agreed to the entry of a judgment enjoining
MS&Co. from future violations and the payment of540
million civil penalty. The settlement terms recalveourt
approval on February 4, 2005.

In March 2005, the SEC entered an administrativie Grase
and desist order against CGM for two disclosurkufas by



CGM in offering and selling mutual fund shares.sHyr, amounts of asset management and investment baféaéado

CGM received from mutual fund advisers and distobsi CAM and CGM. The order also found that SBFM and CGM
revenue sharing payments, in exchange for which CGM willfully violated section 206(2) of the AdviserscA by
granted mutual funds preferential sales treatmEme. order virtue of the omissions discussed above and other
found that CGM did not adequately disclose its nesme misrepresentations and omissions in the materralgged to
sharing program to its clients, in violation of tBecurities the Smith Barney Funds’ Boards, including the failuo
Act of 1933 (“Securities Act”) and Rule 10b-10 undke make clear that the affiliated transfer agent waddh a high
Securities Exchange Act of 1934 (“Exchange Act”). profit for performing limited functions while FirsData
Secondly, on sales of Class B mutual fund sharesnounts continued to perform almost all of the transfer rage
aggregating $50,000 or more, the order found tHaMCin functions, and the suggestion that the proposeahgement
violation of the Securities Act, failed to discloadequately was in the Smith Barney Funds’ best interests &ad ho

at the point of sale that such shares were sulbjebigher viable alternatives existed. SBFM and CGM did rarné or
annual fees. These fees could have a negative tmpac deny any wrongdoing or liability. The settlement diot
client investment returns, depending on the amaurdsted establish wrongdoing or liability for purposes afyaother

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

CGM, required CGM to cease and desist from future

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

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

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

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

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

2003. The NASD found that CGM either had not adé&gjya paid to the Smith Barney Funds, primarily througke f

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

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

to purchase Class B and Class C shares, the diffesein

share classes and that an equal investment in Blassires The order required SBFM to recommend a new trarsfent
generally would have been more advantageous for the contractto the Smith Barney Fund Boards within @8@s of
clients. The NASD also found that CGM'’s supervisaryd the entry of the order; if a Citi affiliate subneitt a proposal
compliance policies and procedures regarding Chsnd to serve as transfer agent or sub-transfer agent, a
Class C shares had not been reasonably designeastoe independent monitor must be engaged at the expehse
that SB Financial Consultants consistently providddquate SBFM and CGM to oversee a competitive bidding pssce
disclosure of, or consideration to, the benefitshef various Under the order, Citi also must comply with an adweth
mutual fund share classes as they applied to iddali version of a vendor policy that Citi institutedAugust 2004.
clients. The NASD censured CGM and required CGMayp That policy, as amended, among other things, regquinat

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

retain at its own expense an independent consudtipgrt to
On May 31, 2005, the SEC issued an order in cororect advise and assist the Board on the selection tdioeservice
with the settlement of an administrative proceedagginst providers affiliated with Citi.
Smith Barney Fund Management LLC (“SBFM”) and CGM
relating to the appointment of an affiliated tramshgent for . In a LAWC dated August 1, 2005, the NASD found that

the Smith Barney family of mutual funds (“Smith Bay MSDW failed to establish and maintain a supervisory
Funds”). SBFM was an affiliate of CGM during the  system, including written procedures, reasonabgigied to
applicable period. review and monitor MSDW's fee-based brokerage mssn
between January 2001 and December 2003. Without
The SEC order found that SBFM and CGM willfully kdted admitting or denying the allegations, MSDW consédnte
section 206(1) of the Investment Advisers Act 0f4Q9 the described sanctions and findings and was cedsamnd
(“Advisers Act”). Specifically, the order found th&BFM fined $1.5 million, and agreed to the payment sfitetion to
and CGM knowingly or recklessly failed to disclogethe 3,549 customers in the total amount of approxinya$al.7
Boards of the Smith Barney Funds in 1999 when psygpa million, plus interest.

new transfer agent arrangement with an affiliatethdfer
agent that: First Data Investors Services GroupirgtF . The SEC alleged that MS&Co. violated the Exchangeby

Data”), the Smith Barney Funds’ then-existing tfanagent, inadvertently failing to timely produce emails thet SEC
had offered to continue as transfer agent and dostme staff pursuant to subpoenas in the SEC’s investigahto
work for substantially less money than before; &itijroup MS&Co.’s practices in allocating shares of stockR®s and
Asset Management (“CAM”), the Citi business unifatth an investigation into conflicts of interest betwdd8&Co.’s
includes the Smith Barney Funds’ investment managet research and investment banking practices. Without
other investment advisory companies, had entertedairside admitting or denying the allegations, MS&Co. cortsdrto a
letter with First Data under which CAM agreed to final judgment on May 12, 2006 in which it was pamantly
recommend the appointment of First Data as sulsfiean restrained and enjoined from violating the Exchargs.
agent to the affiliated transfer agent in exchargmong MS&Co. agreed to make payments aggregating $15omill
other things, for a guarantee by First Data of Sigec which amount was reduced by $5 million contempovassy
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paid by MS&Co. to the NASD and the NYSE in related
proceedings. MS&Co. also agreed to notify the SH@,
NASD and the NYSE that it has adopted and implesgnt
policies and procedures reasonably designed to rensu
compliance with the Exchange Act. MS&Co. also adree
provide annual training to its employees respoesifdr
preserving or producing electronic communicationsd a
agreed to retain an independent consultant to wevad
comment on the implementation and effectivenesshef
policies, procedures and training.

On June 27, 2006, the SEC announced the initicdioch
concurrent settlement of administrative cease aedist
proceedings against MS&Co. and MSDW for failing to
maintain and enforce adequate written policies and
procedures to prevent the misuse of material ndipub
information. The SEC found that from 1997 throud}0O@,
MS&Co. and MSDW violated the Exchange Act and the
Advisers Act by failing to (1) conduct any surveilce of a
number of accounts and securities; (2) provide aaey -
guidance to MS&Co.’s and MSDW'’s personnel chargét w
conducting surveillance; and (3) have adequateraisntn
place with respect to certain aspects of “Watcht’Lis
maintenance. The SEC'’s findings covered differergaa
from the 1997 through 2006 time period. MS&Co. and
MSDW were ordered to pay a civil money penalty 60$
million and agreed to enhance their policies amt@dures.

On August 21, 2006, MS&Co. and MSDW entered into a
LAWC relating various finds that, at various timastween
July 1999 and 2005, MS&Co. violated a number of NDAS
and SEC rules. The violations related to areasidicy trade
reporting through the Nasdagq Market Center (forynerl
Automated Confirmation Transaction Service (ACTade
Reporting and Compliance Engine (TRACE) and Order
Audit Trail System (OATS); market making activitjes
trading practices; short sales; and large optioasitipns
reports. The NASD also found that, at various tirdasng
December 2002 and May 2005, MSDW violated NASDsule »
and Municipal Securities Rulemaking Board (“MSRBU)es
related to areas including trade reporting throTgtACE,
short sales, and OATS. The NASD further found that,
certain cases, MS&Co. and MSDW violated NASD Rule
3010 because their supervisory systems did notigeov
supervision reasonably designed to achieve cong®iavith
securities laws, regulations and/or rules.

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

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

On May 9, 2007, the SEC issued an Order (“May 2007
Order”) settling an administrative action with MS&CIn
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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 reark
making system failed to provide best execution ¢otain
retail OTC orders. In December 2004, MS&Co. remotresl
computer code in the proprietary market-makingesysthat
caused the best execution violations. MS&Co. coteskn
without admitting or denying the findings, to a sere, to
cease and desist from committing or causing future
violations, to pay disgorgement of approximately.9%$5
million plus prejudgment interest on that amounmig 0 pay
a civil penalty of $1.5 million. MS&Co. also conged to
retain an Independent Compliance Consultant toevevts
policies and procedures in connection with its ratrkaking
system’s order handling procedures and its contelkging
to changes to those procedures, and to developter Ipéan
of distribution.

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

On September 27, 2007, MS&Co. entered into a LAW w
the Financial Industry Regulatory Authority (“FINRA
FINRA found that, from October 2001 through Mard03,
MSDW provided inaccurate information to arbitration
claimants and regulators regarding the existencepref
September 11, 2001 emails, failed to provide sunhils in
response to discovery requests and regulatory riegui
failed adequately to preserve books and recordbfailed to
establish and maintain systems and written proesdur
reasonably designed to preserve required records tan
ensure that it conducted adequate searches innespto
regulatory inquiries and discovery requests. FINRKo
found that MSDW failed to provide arbitration claints
with updates to a supervisory manual in discoveoynflate
1999 through the end of 2005. MS&Co. agreed, withou
admitting or denying these findings, to establish$@&5
million fund for the benefit of potentially affectearbitration
claimants. In addition, MS&Co. was censured ancegrto
pay a $3 million regulatory fine and to retain adeépendent
consultant to review its procedures for complyingthw
discovery requirements in arbitration proceedirgjating to
its retail brokerage operations.



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

for certain fixed income securities in violation dhe
Exchange Act and MSRB rules. In addition, MS&Co.swa
ordered to cease and desist from committing oricgusny
future violations, and was required to pay a $7.8ian
penalty and to retain an independent consultantetgew
MS&Co.’s applicable policies and procedures. MS&Co.
consented to the issuance of the October 2007 Qvideout -
admitting or denying the SEC'’s findings.

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

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

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

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

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

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

if so, the amount of the civil penalty; and (iiijdered that
CGM'’'s Consent be incorporated into the November8200
Judgment and that CGM comply with all of the undlkirigs
and agreements in the Consent, which include ar tdfbuy
back at par certain ARS from certain customers. SBRE's
complaint alleged that (1) CGM misled tens of trends of
its customers regarding the fundamental naturendf risks
associated with ARS that CGM underwrote, marketed a
sold; (2) through its financial advisers, salesspanel and
marketing materials, CGM misrepresented to custertieat
ARS were safe, highly liquid investments comparatde
money market instruments; (3) as a result, nume@GM
customers invested in ARS funds they needed to have
available on a short-term basis; (4) in mid-Febyu2008,
CGM decided to stop supporting the auctions; andagba
result of the failed auctions, tens of thousandsC&M
customers held approximately $45 billion of illiuARS,
instead of the liquid short-term investments CGMd ha
represented ARS to be. CGM reached substantiathylegi
settlements with the NYAG and the Texas State S@zsur
Board (“TSSB”), although those settlements were
administrative in nature and neither involved thied of a
civil action in state court. The settlements witie NYAG
and the TSSB differed somewhat from the settlenvettt
the SEC in that the state settlements (a) madenfisdthat
CGM failed to preserve certain recordings of tetaph calls
involving the ARS trading desk; and (b) required NLGo
refund certain underwriting fees to certain muratiigsuers.
In addition, as part of the settlement with New K,0€GM
paid a civil penalty of $50 million. CGM also agdeén
principle to pay to states other than New York withich it
enters into formal settlements a total of $50 willi CGM
paid $3.59 million of this $50 million to Texas part of the



settlement with that state. CGM expects it will alea
settlements with the remaining states.

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

FINRA. FINRA found that, from 1998 through 2003,
MSDW failed to reasonably supervise the activitidswo
Financial Advisors in one of its branches. FINRAifid that
these Financial Advisors solicited brokerage angstment
advisory business from retirees and potential gesr of
certain large companies by promoting unrealisti@giment
returns and failing to disclose material informati¢-INRA
also held that MS&Co. failed to ensure that theusdes and

Parent, Citi and their affiliates in some investinadvisory
programs.

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

These restrictions may adversely
performance.

impact client aoto

See Item 6.B above for conflicts arising from ofiiliation with
MS&Co., Citi and their affiliates.

accounts recommended for the retirees were properly

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

MSSB’'s Form ADV Part 1 contains further informatiabout its

disciplinary history, and is available on requestnf your
Financial Advisor

Other Financial Industry Activities and Affiliation s

Morgan Stanley Parent indirectly owns 51% of MSSB.

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:

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

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

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

» (global custody, securities clearance services awodriies
lending.

Broker-Dealer and FCM RegistrationsAs well as being a
registered investment advisor, MSSB is registerea droker-
dealer and a futures commission merchant.

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

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

* Regulatory restrictions may limit your ability taugghase,
hold or sell equity and debt issued by Morgan ®tanl
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Related Investment Advisors and Other Service Pdevs.
MSSB has related persons that are the investmansead to
mutual funds in various investment advisory progam
(including Morgan Stanley Investment Management .,Inc
Morgan Stanley Investment Advisors Inc. and Mor@ianley
Investment Management Limited). If you invest yassets in
an affiliated mutual fund, MSSB and its affiliatesrn more
money than if you invest in an unaffiliated mutufaind.
Generally, for ERISA or other retirement accourt4SSB
rebates or offsets fees so that MSSB complies W&& and
Department of Labor rules and regulations.

Morgan Stanley Investment Advisors Inc., its whobtywned
subsidiary Morgan Stanley Services Company Ind, lprgan

areStanley Investment Management Inc. serve in varag8sory,

management and administrative capacities to opdn-&md
closed-end investment companies and other porsfgsome of
which are listed on the NYSE).

Morgan Stanley Distributors Inc. serves as distabdor these
open-end investment companies, and has enteredsaitated
dealer agreements with MSSB and affiliates. Mor&ianley
Distributors Inc. also may enter into selected eleagreements
with other dealers. Under these agreements, MSSB an
affiliates, and other selected dealers, are conggeddor sale of
fund shares to clients on a brokerage basis, andhfareholder
servicing (including pursuant to plans of distribatadopted by
the investment companies pursuant to Rule 12b-leurtte
Investment Company Act of 1940).

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

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

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



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

Code of Ethics

The MSSB U.S. Investment Advisory Code of Ethic€dtie”)

applies to MSSB’s employees, supervisors, offieed directors
engaged in offering or providing investment adwsproducts
and/or services (collectively, the “Employees”).dssence, the
Code prohibits Employees from engaging
transactions or activities that involve a matentainflict 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
work to their own advantage. Supervisors are reguio use
reasonable supervision to detect and prevent amhatidns of
the Code by the individuals, branches and depatsndrey
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:

in  secuwritie

portfolio changes applying across the board tontdie
invested in a strategy, trades to bring the GIS leyag’s
account in line with the strategy, or tax harvesttrades.
GIS employees may thereby acquire, and compete
positions or interests in the same securities ag thients
which may affect the security’s price, which congés a
conflict of interest because client accounts maiinaés be
indirectly negatively impacted. We address thisfiict by
restricting the circumstances in which GIS emplayee
accounts may trade alongside client accounts (netuour
requirement that such trades only be made in ad¢soun
implemented by PPG).

You may obtain a copy of the Code from your Finahci
Advisor.

See Item 6.B above.

Reviewing Accounts

In the strategies that PPG implements (see Itemabave), PPG
portfolio managers and associates check accouniy ta
ensure, e.g., that accounts are invested in accoedwith the
instructions PPG has received from the GIS Podfblanagers.

« An Employee who wishes to conduct business activity>°Me accounts managed by the Applied Equity Adsiseam

outside of his or her employment with MSSB, regesdlof

are implemented by PPG, so the review processitledcabove

whether that Employee receives compensation fos thi@PPlies. For other Applied Equity Advisor accoumsrtfolio

activity, must first obtain written authorizatiorofn his or

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

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

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

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

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

* Certain Employees, because of their potential acteson-
public information, must obtain their supervisonstior
written approval
transactions for their personal securities accourtd
Employees must also follow special
investing in private securities transactions.

GIS employees generally cannot trade securitieg tven
on the same day as clients trade that securitpyrstrategy
managed by the corresponding GIS Portfolio Manegem.
However, if the GIS employee’s account is impleredrby
PPG, this prohibition does not apply to tradesItegufrom

22

before executing certain secuwsitie

managers and/or other team members review perfagnah
each strategy daily and performance of every adcauna
strategy weekly. They perform attribution analysis
individual accounts as needed.

For strategies managed by Subadvisors, portfolimagers
employed by the Subadvisor regularly review accotmtensure
that they are properly invested in accordance vdlients’
instructions.

business

We will ask you at least annually if your investrheibjectives
have changed. If your objectives change, you shaigcuss
with your Financial Advisor whether your selectetb@®ortfolio
Managers are still suitable for your needs.

See Item 4.A above for a discussion of accounestants and
performance reports.

procedures for

for,



Client Referrals and Other Compensation

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 lthan 25%
depending on the facts and circumstances of théoakhip.

Financial Information

We are not required to include a balance sheeatisnbrochure
because we do not require or solicit prepaymentofe than
$1,200 in fees per client, six months or more iveade.

We do not have any financial conditions that arasomably
likely to impair our ability to meet our contract@mmitments
to clients.

MSSB and its predecessors have not been the subjeat
bankruptcy petition during the past 10 years.
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If your
(“Custodian”),
responsibilities of MSSB and the Custodian.

MSSB is responsible for:

Exhibit A: Statement of MSSB and Custodian Responsibilities

(APPLIES ONLY TO CLIENTS WITH ASSETS CUSTODIED AT CGM OR MS&CO.)

GIS account assets are custodied at MS&Coe
this Exhibit describes the respeetiv

Approving, opening, and monitoring your accouht(s
including obtaining, verifying, and retaining yowccount
information and documents, accepting your accoynged
monitoring trading and other activity in your acot(s).

Providing investment advice to investment adwisdrents of
MSSB.

Determining  whether any investment advice
recommendation given to you by your Financial Adviss
suitable for you, and whether persons placing trsions for
your account are authorized to do so. The Custodiimot
give you advice about your investments in your MSSB
account(s) and will not evaluate the suitabilityimfestments o
made by you, your Financial Advisor, or any othartp for
your MSSB account(s).

or

Accepting orders and other instructions from yegarding
your account, and promptly and accurately trangmgitthose
orders and instructions to the Custodian. The Glistowill

not accept orders or instructions directly from yddSSB
may send orders for the purchase or sale of seu0h your
behalf to the Custodian for execution, or MSSB reagcute
the transaction and instruct the Custodian to pibet
transaction to your account.

Operating in compliance with all applicable lawales and
regulations relating to its own operations and gges
activities, the supervision of its sales repregarga and other
personnel, and the supervision of transactions atiter
activity in your account.

Initially receiving funds and securities for yoaccount, in
accordance with your instructions, for prompt tfango the
Custodian.

Offering margin accounts to MSSB customers anitingg
margin requirements for MSSB accounts consisteti amny
requirements established by the Custodian. MSSB
responsible for informing you of credit requirenmeiof your
account and how to comply with them. MSSB regularly
receives from the Custodian information on the ustabf
margin accounts and notice of changes in the Cistdtbuse
rules. You and MSSB are responsible for ensurireg #ny
extension of credit for which you apply or that yaccept is
suitable or appropriate for you, and that your rimaggcounts
are at all times funded in compliance with Regolafl’ of the
Federal Reserve board, the rules of the New YowcksSt
Exchange, Inc., and other applicable self-regujator
organizations and the house rules of the Custodian

Investigating and responding to any questiongamplaints
you have about your account(s), confirmations, yoenriodic
statement, or any other matter related to your augs).
MSSB will notify the Custodian with respect to neatt
involving services performed by the Custodian

24

is

Maintaining the required books and records witspect to the
functions it performs.

The Custodian is responsible for:

Executing, clearing, and settling securities $eagtions.

Preparing and sending to you periodic statemeityour

account as well as confirmations of the transastionyour

account(s). Certain of the information on your estaénts,
such as prices and descriptions of securities latareed from
third parties. For more specific pricing informatjand prior
to placing orders, the Custodian suggests that gantact
MSSB. In some cases, MSSB may instruct the Cugtottia
post transaction or other information to your actourhe

Custodian does not independently verify such infdiom.

The Custodian provides MSSB copies of each confiona
and statement sent to you.

Custody (or safekeeping) of funds and securiiieldsered to
the Custodian on your behalf or received by thetdtlian in
connection with transactions in your account(s).eTh
Custodian is responsible for the handling of furaisd
securities which it holds or receives on your bkhal
accordance with the instructions given by MSSB.

Receiving and delivering funds and securitiesyfmur account
in accordance with MSSB instructions. The Custod&not
responsible for any funds or securities which aveattually
delivered to it, or for any funds withdrawn from wo
account(s) by MSSB or its employees.

Extending credit to you in connection with buyingr

maintaining securities in your account(s). The Gdistn will

not determine whether any extension of credit fbiclv you

apply or accept is suitable or appropriate for yasidescribed
above, you and MSSB are responsible for ensuriag ythur
credit accounts are at all times funded in comgkamith

Regulation T of the Federal Reserve board, thesrafethe
New York Stock Exchange, Inc., and other applicadad-

regulatory organizations and the house rules ofhgtodian.
These rules are exclusively for the protectiorhef €ustodian,
and to the extent permitted by law, the Custodidhnet be

liable to you for any failure by the Custodian tmmply with

these rules. The Custodian has the right to takdehaction
in your account if it does not meet the credit isgments.
MSSB regularly receives from the Custodian inforioraton

the status of credit accounts and notice of changethe

Custodian house rules.

 Maintaining the required books and records witlpees to the

functions it performs.



Exhibit B: Affiliated Money Market Funds Fee Disclosure Statement
and Float Disclosure Statement

Sweep Vehicles in Retirement Accounts and CESAs

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

*  September 17, 2007 for “IRAS” (e.g., Traditional, Roth, Rollover, SEBAR-SEP, SIMPLE), and
e 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 ndkels listed in
the table below as follows (although SB ChannelrBetent Plan Accounts did not begin using theseddnrStanley money
market funds as the Sweep Investment until some &fter the Effective Date):

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

o all other Retirement Plan Accounts in advisory paogs 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 lcaksin these funds.

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

For Retirement Plan Accounts that swept into af@d money market funds before the Effective Datekcontinue to hold
cash amounts in these funds, or that now selecobtieese funds:

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

» any fees designated in the table as “Distributind Service 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 mayain as compensation, for providing services, doeount’s
proportionate share of any interest earned on batinces held by MSSB (or an affiliate) with regpecassets awaiting
investment including:

* new deposits to the account (including interestdimiiends) 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 FetlEtmds interest rate.

Generally, with respect to such assets awaitingstment:

o when the custodian receives the assets on a defich the NYSE is open (“Business Day”) and befihve 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 wilischot a
Business Day, the custodian earns interest thrthegknd of the second following Business Day.

MSSB as an ERISA fiduciary

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

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

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

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

operations in its annual report.

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

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

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

The fund expense information below reflects the tn@sent information available to us as of March3W12, 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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