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Item 2: Material Changes

There are no material changes.
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Item 4: Advisory Business

A. Description of MSSB, Principal Owners

Introduction to Morgan Stanley Smith Barney

Morgan Stanley Private Wealth Management (“PWM")ais
division of Morgan Stanley Smith Barney LLC (“MSSB”
“we” or “us”). MSSB is, among other things, a r&gred
investment adviser, a registered broker-dealeredgistered
futures commission merchant, and a member of the Xeark
Stock Exchange. MSSB is one of the largest brokefags
in the country with branch offices in all 50 staimsd the
District of Columbia.

In June 2009, Morgan Stanley (“Morgan Stanley P&yemd
Citigroup Inc. (“Citi") combined the Global Wealth
Management Group of Morgan Stanley & Co. Incorpedat
(“MS&Co.”) and the Smith Barney and related bussessof
Citi affiliates. Under the terms of the agreeme@iti sold
100% of its Smith Barney, Smith Barney Australia &uilter
units for a 49% stake in the joint venture compamg an
upfront cash payment of $2.7 billion. Morgan StgnRarent
exchanged 100% of its Global Wealth Managementniegsi
for a 51% stake in the joint venture company. Aftear three,
Morgan Stanley Parent and Citi will have variousghase
and sale rights for the joint venture company, @it will
continue to own a significant stake in the jointntge
company at least through year five. The joint vemtawns
Morgan Stanley Smith Barney LLC.

MSSB’s investment advisory services are providemibh

two channels. One channel generally provides tkiesiment
advisory programs previously provided by MS&Co. and
generally provides these programs through the same
businesses and retail locations as did MS&Co. (S
Channel”). The other channel generally provides
investment advisory programs previously providedSwgith
Barney and/or Citigroup Global Markets Inc. (“CGM(the
“SB Channel”) and generally provides these progrémsugh
the same businesses and retail locations as dith®arney
and/or CGMI.

the

PWM'’s advisory programs are provided by MSSB inNtS
Channel. However, MS&Co. continues to perform aiert
services relating to these programs, including nactias
clearing broker to execute securities transactiombe
“Statement of MSSB and MS&Co. Responsibilities” in
Exhibit A explains the respective roles and funtsiof MSSB
and MS&Co.

For additional information about MSSB a copy of MEZS
Form ADV Part | is available upon request. Form AB¥rt |

is also publicly available at the SEC’'s website at
www.adviserinfo.sec.gov. You may obtain brochuiasather
MSSB investment advisory programs at
www.smithbarney.com/ADV or by asking your Private
Wealth Advisor (“PWA”).

B. Description of Advisory Services

WEALTH MANAGEMENT SERVICES

In the Wealth Management Services (“WMS”") Program,
PWM provides asset allocation and investment adficea
client's portfolio on a non-discretionary basis.o Teceive
wealth management services on an advisory ba@stsimust
execute a PWM Wealth Management Services Master
Agreement (the “WMS Agreement”).

Creation of an Investment Policy StatemerAs part of the
WMS Agreement, PWM assists clients in developingirth
investment objectives and preparing an Investmeolicy
Statement (the “IPS”) upon which PWM'’s recommenoiai
are based. The IPS typically addresses clientesiment
objectives, investment time horizon and portfoli@fprences
and asset class restrictions, and includes a gicatsset
allocation and tactical ranges for the portfolio.

Asset Allocation Advice. On an ongoing basis, PWM
provides recommendations regarding strategic amticéh
asset allocation based on the IPS.

Investment AdvicePWM provides ongoing recommendations
with respect to assets invested through one or rbrihe
MSSB’s investment advisory programs or platformer &
description of these programs, please refer toath@icable
wrap fee brochures.

Performance Reporting. Clients in the WMS program
receive consolidated quarterly reports for all essevested
through the WMS Program.

A LA CARTE PROGRAM

Clients execute an advisory agreement with MSSE:kvkiill
provide the client with monitoring and client refiog
services on individual mutual funds. A La Carteeggnents
can be only be used to purchase eligible open emdsf
(“Mutual Funds”) on a non-discretionary basis. e@ts
typically use this program in conjunction with is@ents in
other investment advisory programs as a means to
complement an existing portfolio.

DISCRETIONARY M ANAGEMENT PROGRAM

In the PWM Discretionary Management (“DM”) program,
Private Wealth Advisor who meets the program dedtifon
requirements manages your assets on a discretidresig.
In other words, your Private Wealth Advisor, and you, has
the discretion to decide what securities to buy s&ltlin your
account.  This discretion is subject to the paranset
described below and your ability to direct a safeaoy
security for tax or other reasons. The DM programviges
Private Wealth Advisors with portfolio managementidrade
execution tools to manage accounts efficiently. rt&ie
Private Wealth Advisors specialize in investingmnaltiple or
single asset classes or they may have defined tmees
strategies. You should discuss with your Privatealth
Advisor which investment strategy suits your inwesnt
goals.



Investment ProcessYour Private Wealth Advisor manages
your DM account in light of information you providebout
your investment objectives and financial situatioviour
Private Wealth Advisor is primarily responsible foraking
and implementing investment management decisiongdor
account within the DM program’s investment guideinThe
guidelines specify the number and types of seesriéligible
for investment in a DM program account (including
percentage limitations on account holdings in derntgpes of
investments). The guidelines also specify divaraifon
requirements (across issuers, industry sectors asgbt
classes). At the PWM Advisory Group’s discretioeyrtain
Private Wealth Advisors have greater latitude ifecéng
securities and diversification. Therefore, the kmlity of
investment strategies and securities and the aiplity of
investment limitations varies depending on yourvés
Wealth Advisor. You should consult with your Priedlealth
Advisor for more information on the DM program’s
investment guidelines, the Private Wealth Advisapgproach
to investing, and available investment strategies.

Depending on the investment strategy the PrivatealiVe
Advisor uses, investments may include equity andbt de
securities, and cash and cash equivalents. Whereoagd,
Private Wealth Advisors may use certain option tegizs,
such as covered call writing and protective put ibgy
Investments may also include shares of eligiblesexdbend
funds, Mutual Funds that are not affiliated with(agher than
certain affiliated money market mutual funds useat f
temporary investment of cash balances

Private Wealth Advisors are generally prohibitednir using
certain investments or investment strategies in &ddounts,
including commodities, futures, short sales, aftéd open-
end funds (other than certain affiliated money reairkutual
funds used for temporary investment of cash bakgnce
partnerships, margin, derivatives, and other gsinect
instruments, and certain securities on MSSB'sistt list.

Your Private Wealth Advisor may make investmentisieas
that are contrary to research ratings issued bygitoiStanley
Equity Research or Citi Investment Research. Iditeh,
depending on the account’s strategy and the Privéalth
Advisor managing the account, there may be investme
limitations based on the credit quality of inveshtse held.
On occasion, the DM program’s investment guidelingsy
require a Private Wealth Advisor to sell certainwséies from
client accounts based on their credit quality gginAlthough
these sales of securities may result in capitahgar losses
and thus in additional taxes and/or tax reportmgybu, these
tax consequences will not prevent us from sellihgsé
securities in your account.

The DM program’s guidelines are subject to changéout
notice. You should consult your Private Wealth Asdwvi for
further details.

C. Customized Advisory Services and
Client Restrictions

Customized Advisory Services

In each of these programs, we tailor our recommiémuza to

the individual needs of our clients. As describaabve,

MSSB relies on your care, completeness and clainty
responding to the questionnaire or profile, as y@msponses
will form the factual basis for your individual famcial plan.

Client Imposed Restrictions

In each of these programs, you may impose reasenabl
restrictions on account investments. For exampte gnay
restrict MSSB from buying specific securities, degmry of
securities (e.g., tobacco companies), Mutual Furats
exchange traded funds (“ETFs” and together with WAt
Funds, the “Funds”) Fund shares. If you restriciagegory

of securities, we will determine which specific sgties fall
within the restricted category. In doing so, weymaly on
outside sources (e.g. standard industry codes asdarch
provided by independent service providers). Anytrigtgons
you impose on individual securities have no effectFund
holdings since Funds operate in accordance with the
investment objectives and strategies described hair t
prospectuses.

Within the DM Program, PWM will invest and reinvegshe
proceeds of an account in accordance with yoursimrent
criteria, concentration limits and other requiretseas stated
in your investment policy statement, if any.

D. Portfolio Management Services to
Wrap Fee Programs

MSSB does not offer the Programs described in &8/

through any third party wrap fee platforms. MSSR:sloffer
clients the ability to pay for advisory Program @aats on an
asset based fee basis. The asset based fee gemechibdes
the cost of execution, custody, advice and repgrtirOther
than the fee biling methodology, there are no malte
differences between how the wrap fee program adsoare
managed and how other program accounts are managed.

E. Assets Under Management (“AUM”)

MSSB managed client assets of $483,411,502,454 fas o
January 31, 2012. Of this amount, MSSB managed
$163,040,083,910 on a discretionary basis and
$320,371,418,544 on a non-discretionary basis. s&he
amounts represent the client assets in all of ouestment
advisory programs. We calculated them using aenfft
methodology than the “assets under managementépatin

our ADV Part | filed with the SEC



Item 5: Fees and Compensation

A. Compensation for Advisory Services

Fees are negotiable and may differ among cliensedan a
number of factors, including the type and sizehaf account
or client relationship.

Asset Based Fees

Clients generally pay an asset-based fee for MS&&ssory
services. Asset-based fees are generally payaideteqly.

Other billing periods (e.g., monthly) are availalimecertain

products, subject to MSSB’'s approval. In the Paow
described in this brochure fees are generally @tarm

arrears. The initial fee is based on the weightedtage of the
total asset value of the account at the end of eaohth

occurring during the initial billing period. Theuarterly fee
is payable at approximately one-fourth of the agilie

annual rate. The initial fee covers the period fittvn date the
account is incepted with cash or securities (ascriesd

below) through the last business day of the initialendar
quarter, and is prorated accordingly. The iniftgd becomes
due on or before the last day of the first month tioé

following quarter.  Thereafter, the quarterly feer fan

account will be based on the weighted average efttial

asset value of the account at the end of each nthuthg the
calendar quarter, and will become due on or beftbeclast
day of the first month of the following quarter.

WMS Program

As part of the WMS Agreement, clients can negotthtefee
applicable to the underlying advisory programs.sehiees are
broken down into three categories (1) WMS Fees, (2)
Management Fees and Reporting Only Fees.

"WMS Fees” apply to Assets invested with or intpaeately
managed accounts (SMA Managers), Funds, and césh (i
applicable). These fees generally cover non-discrary
asset allocation advice and investment recommeortati
diligence and monitoring of SMA Managers, consdkdia
client reporting, custody of assets with MS&Co.eextion of
transactions through MSSB, MS&Co. or MSSB Affiliatand
other administrative fees and expenses.

“Management Fees” apply to investments with marabeed
through the Fiduciary Services program (FS) anestwments
made through the DM and Global Investment ServiGdS)
programs. In the case of investments made thrabhgh=S
program, the Management Fees includes fees paithdo
underlying investment managers and certain progfees
retained by MSSB that are not shared with your PWAINn
the case of investments made through DM and GIS,
Management Fees include discretionary investmeritagdthe
execution of transactions through MSSB, MS&Co. d8 3B
Affiliates and custody of assets with MS&Co. For a
description of the FS, GIS and other programs effeby
MSSB, please refer to the applicable wrap fee hroeh

At the client’'s request, PWM may, on a brokeragsiha
charge a “Reporting Only Fee” of approximately O4l@or
consolidating the performance of investments in agans or

alternative investments that are not on our apptoweap
platforms but which are nonetheless part of thentdi overall
asset allocation.

A La Carte

The fees charged for these services vary depenalinghe
client or PWA. The maximum annual fee
in the A La Carte program is 2.00%.

Alternative Fee Arrangements

On an exception basis, in the DM program, clientsy rbe
able to compensate MSSB for its services, in liea single
asset based fee, through: (1) a combination ofsaptdased
fee and commissions on each transaction executedS§B

for the services described above, or (2) commissim each
transaction executed through MSSB on a discretjobasis.
The commissions charged on these compensation
arrangements are negotiable and may generally bpued

in one of three ways: (1) as an amount per sharg@eor
principal amount; (2) as a percentage of customary
commission charges; or (3) as a percentage ofghe\of the
security. Thus, different clients are likely to pdifferent rates
depending on various factors, including the specifi
negotiations with their own PWA. Each of the abdee
arrangements may be more suitable to particulantdj and
result in higher or lower payments in comparisonotber
forms of payment, depending on their investmerdatsygies
and the level of account activity.

The maximum annual fees for commission only and
commission and fee based compensation generally tat
more than 2% of assets calculated annually (foetassom
$0-$3 million) and no more than 1.5% of assetscutated
annually (for assets of $3 million or more).

On an exception basis, the WMS Advisory Group mitowa
clients to pay an annual flat fee for WMS services.

B. Payment of Fees

Fees for the services described in this ADV arergdnh
quarterly in arrears. Clients generally authortM&SB to
deduct the fee and any other charges from the ataouor
following the date they are payable. MSSB resetlhiesight

to liquidate a portion of the account assets tcecdkie fee at
any time. Liquidation may affect the relative baarnof the
account, and also may have tax consequences andpr
cause the account to be assessed transaction sharge
Additional Fees and Expenses

The fees described in section 5(A) above, do neg¢ico

» the costs of investment management fees and other
expenses charged by Funds (see below for mordgjetai

e “mark-ups,” “mark-downs,” and dealer spreads (Aatth
MSSB or its affiliates may receive when acting as
principal in certain transactions where permittgdaw or
(B) that other broker-dealers may receive whemgcas
principal in certain transactions effected througBSB
and/or its affiliates acting as agent, which isi¢gtly the
case for dealer market transactions (e.g., fixedrime and
over-the-counter equity)



e brokerage commissions or other charges resultiog fr
transactions not effected through MSSB or itsiaffils

 MSSB account establishment or maintenance feegsfor
Individual Retirement Accounts (“IRA”), which are
described in the respective IRA and fee documenntati
(which may change from time to time)

e account closing/transfer costs
» processing fees or

e certain other costs or charges that may be impdased
third parties (including, among other things, oddt-
differentials, transfer taxes, foreign custody fees
exchange fees, supplemental transaction fees, ategyl
fees and other fees or taxes that may be imposestigot
to law).

Funds in Advisory Programs

Investing in Funds is more expensive than otheestment
options offered in your advisory account. In adudtitito our
fee, you pay the fees and expenses of the Fundkigh your
account is invested. Fund fees and expenses aeeth
directly to the pool of assets the Fund investsaind are
reflected in each Fund’s share price. These fedseapenses
are an additional cost to you and are not includethe fee
amount in your account statements. Each Mutual Famdi
ETF expense ratio (the total amount of fees andeesgs
charged by the Fund) is stated in its prospecths. 8xpense
ratio generally reflects the costs incurred by shalders
during the Mutual Fund’'s or ETF's most recent flsca
reporting period. Current and future expenses nikgrdrom
those stated in the prospectus. In addition, somtudl Funds
may charge, and not waive, a redemption fee onaicert
transaction activity in accordance with their presjises.

C. Prepayment of Fees

With respect to the programs described in this dumnt,
MSSB does not offer clients the ability to pay fees in
advance.

D. Compensation for the Sale of
Securities or Other Investment
Products

Clients do not pay any sales charges for purchasétutual
Funds in the programs described in this brochure.

If you elect an eligible Money Market Fund, you laurize,
without any further direction, that all cash balesan the
account in excess of $1.00 be automatically ineksteery
business day into that Money Market Fund. If actaash
balances are invested in Money Market Funds spedsor
managed by MSSB affiliates, we receive and retaid ffees
up to 0.18% from those Money Market Funds or thos@ey
market funds’ affiliates. Therefore, MSSB has aftict of
interest in recommending that a portion of yourcart is
invested in money market funds.

Clients generally have the ability to purchase atrent
products that we recommend through other brokersgents
that are not affiliated with MSSB.

Commissions do not provide MSSB’s primary source of
revenue from advisory accounts.

For accounts that choose to pay MSSB a combinatfoan
asset based fee plus commission, MSSB may redecasdet
based fee in order to ensure that the total fes doeexceed
the maximum annual fee for the program.

Iltem 6: Performance Based Fees
and Side by Side

Management

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

Item 7: Types of Clients

MSSB'’s clients include individuals, trusts, bankiog thrift
institutions, pooled investment vehicles (e.g., geedunds),
charitable organizations, corporations, other lmsses, state
or municipal government entities, investment clabs other
entities.

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

A. Method of Analysis and Investment
Strategies

DM Program

Private Wealth Advisors in the DM program descrilredhis
brochure may use any investment strategy when girayi
investment advice to you. Private Wealth Advisaigy use
asset allocation recommendations of the Morgan I8fan
Smith Barney Global Investment Committee as a nesobut,

if so, there is no guarantee that any strategyiwithct mirror
or track these recommendations. Investing in $gesir
involves risk of loss that you should be prepameddar.

WMS Program

Private Wealth Advisors in the WMS program desatilie
this brochure may utilize Separately Managed Actsutihe
DM program, the PWM Non Discretionary Advisory pram,
alternative investments and GIS when providing stweent
advice to you. The WMS department works with thealth
Strategies Group, who assists in developing cugtei
solutions for each Client in the WMS program. A
customized Investment Policy Statement is develppéiich
among other things, outlines the Client’s tolerafwerisk and
which ultimately provides the basis for Strategnd & actical



Investment frameworks, appropriate asset classed an
assistance with manager selection. While this fraonk
seeks to limit risk exposure, Investing in secesitinvolves
risk of loss that you should be prepared to bear.

B. Material, Significant, or Unusual Risks
Relating to Investment Strategies

All trading in an account is at your risk. The valof the
assets held in an account is subject to a variefgotors, such
as the liquidity and volatility of the securitiesarkets.
Investment performance of any kind is not guarahtesd
MSSB'’s or a Private Wealth Advisor’'s past perforicemvith
respect to other accounts does not predict futarpnance
with respect to any particular account.

The WMS group works with the Wealth Strategies (@row
customize an asset allocation based on the clidimZscial
goals, risk tolerance, and time horizon. Averag@eeted
return of each asset class within a portfolio adl ves
historical risk and correlations between assetselss are
applied when conducting the analysis.

Asset allocation does not assure profit or prosggtinst loss
in declining financial markets. Certain assumpdionay be
made in analyses that are used to make asset talloca
decisions. Any change in these assumptions mag v
material impact the clients portfolio.

The projections or other information generated byasset
allocation analysis regarding the likelihood of igas
investment outcomes are hypothetical in naturenatoreflect
actual investment results, and are not guarantéesitore
results.

The WMS group also works with the Wealth Strate@esup
to provide assistance with manager selection
implementation. Investing with a money managefinoan
investment product may involve a high degree ok,ris
including loss of your entire investment. In aduliti there is
no guarantee that any investment product or manadgjer
have positive performance or achieve any investytamt or
accounting objectives or track or outperform angigieated
benchmark.

and

C. Risks Associated with Particular Types
of Securities

Certain investment strategies that Private Wealtvigors
may use in the programs have specific risks, inolydhose
associated with investments in common stock, fiembme
securities, American Depositary Receipts, and Funtis
should consult with your Private Wealth Advisor forore
details regarding the specific risks associatedh wihe
investments in your account.

Risk Relating to Investments in Derivatives

On limited occasions, MSSB provides advice witlpees to a
wide variety of instruments generally referred ts a
derivatives, including, but not limited to, forwacdntracts on

securities and foreign currencies, swaps, strudtumetes,
caps, collars, floors, equity-linked securities diggiid yield
option notes. As a general matter, these instrisname not
provided to clients on an advisory basis but, idtas part of
MSSB’s brokerage services. Other securities thatSBIS
provides advice with respect to include fixed ineosecurities
issued by foreign governments, agencies and cadiposaand
private investments in private real-estate relatadpanies.

To the extent used, MSSB only invests in derivative a
manner consistent with its focus on managing theeeted
return and the risk exposure of the overall poidfoMSSB
employs derivatives in situations where it belieitesan help
increase expected returns or reduce risks at ar logst than a
cash market alternative.

Risk Relating to Investments in Emerging Countries
MSSB invests assets of certain of its clients & élquity and
debt markets of emerging countries. Investing ia #guity
markets of emerging countries entails certain reskd special
considerations not associated with investing in th8. and
more established markets. Some emerging countides
laws and regulations that currently preclude dirfrign
investment in the securities of their companiesowelver,
indirect foreign investment in the securities ofmpanies
listed and traded on the stock exchanges in thegetiges is
permitted through investment funds, which have been
specifically authorized. In order to gain exposuoe such
markets, MSSB may invest client assets in thesesimvent
funds. In addition, MSSB may invest client asséis
investment funds that invest in securities that M&SB has
the ability to purchase directly. If MSSB invests such
investment funds, the client will bear not only itsvn
expenses with respect to such investments (sustvestment
management and custody fees), but also will intdiydeear
similar expenses of the underlying investment funds

Certain of the investment funds referred to in fineceding
paragraph are advised by MSSB or its affiliates.S83may
invest in these investment funds for clients forickhit
manages assets. If MSSB does elect to make astmeat
in such an investment fund, MSSB will ordinarilyrpase
the securities of such investment fund in the sdaon
market; however, MSSB may receive a fee from itent$
with respect to assets invested in such funds disasea fee
from such funds for MSSB's investment managemanices
to the funds.

Risk Relating to Restricted Securities

MSSB may also invest in Rule 144A securities whitdly be
issued by developed as well as emerging market anies.
Rule 144A securities, which are securities thatrentelisted in
the U.S., may only be offered by the issuer and tieeoffered
and re-sold (by persons other than the issuer) dalifged

Institutional Buyers ("QIB's") that own or invedtlaast $100
million in other securities that are unaffiliatedtiwthe QIB

until such time the securities are registerednyf.a

In connection with several of its products, on biebhcertain
of its clients, MSSB invests in privately negotite
investments in public and private companies. These



investments may not be publicly traded and may aiant
substantial restrictions (both securities laws andtractual)

on transferability. In connection with negotiatintpese

investments, MSSB may receive the right to appaidirector

of the board of the issuer and may receive cedairiractual

rights with respect to the management of the compa@hese

types of investments usually involve a high degrebusiness

and financial risk and can result in substantiabés.

Risk Relating to Alternatives

MSSB may recommend that clients allocate a ponibtheir
assets to
investment strategies, such as hedge fund
These strategies may be speculative, entail sufsdtask and

may not be suitable for all investors, nor do thepresent a
complete investment program. Many alternative swent

managers and their related products are not sulgj¢oe same
regulatory requirements as traditional investments.

Alternative investments may include specific rigissociated
with limited liquidity, the use of leverage, arbige, short
sales, options, futures and derivative instrumenihere can

be no assurances that a manager’s strategy (hedged

otherwise) will be successful or that a managet anhploy

such strategies with respect to all or any portiba portfolio.

Clients should recognize that they may bear assstd fees
and expenses at the manager-level, and indireddgs,
expenses and performance-based compensation. rRarfoe-
based compensation may create an incentive fomtreagers
that may receive performance-based compensatiomatoe
investments that are riskier and more speculatiea twould
be the case if this special allocation were not end&kcause
the individual managers make trading decisionspeddently
of each other, it is possible that they may, onasitm, hold
substantial positions in the same security or grafugecurities
at the same time. This possible lack of diveratfam may
subject the client’s investments to more volatitityan would
be the case if the client’s assets were more widisigrsified.

Risk Relating to ETFs
There may be a lack of liquidity in certain ETFsiethcan

lead to a large difference between the bid-ask epric

(increasing the cost to you when you buy or sedl HTF). A
lack of liquidity also may cause an ETF to tradeadarge
premium or discount to its net asset value. Adddilty, an
ETF may suspend issuing new shares and this mait hesn
adverse difference between the ETF’s publicly adé share
price and the actual value of its underlying inweestt
holdings. At times when underlying holdings aredé@ less
frequently, or not at all, an ETF’s returns alsoyntiverge
from the benchmark it is designed to track.

Most ETFs, like all mutual funds, are registeredestment

companies under the Investment Company Act of 1940.

However, ETFs that invest exclusively in physicsgets, such
as gold, and are not registered investment compaifieese
ETFs will not have the protections associated witimership
of shares in a registered investment company. kamele,
these ETFs are not subject to the prohibition agistered
investment companies dealing with affiliates, da have an
independent board of trustees, and are not subject
requirements with respect to, among other

investment managers that follow alter@ati
invessmen

things,
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diversification and the prohibition on the suspensiof
redemptions.

Risk Relating to REITs

Certain Programs offer real estate-related investme
disciplines, which typically invest in common stsc&f U.S.
corporations. Almost all such investments will beated for
tax purposes as investments in real estate investinests
(“REITs"). Although it is unlikely that such invesents will
cause a tax-exempt investor to recognize “unrelateginess
taxable income” (“UBTI"), no assurances can be mideé¢ no
UBTI will be recognized. If any investment causedaa-
exempt investor to recognize UBTI, and that taxrepe
investor is a charitable remainder trust, all & ifcome of the
charitable remainder trust would be subject to faldecome
tax for the tax year in which the UBTI was recognuiz
Therefore, charitable remainder trusts should dbnsith a
tax adviser before investing in real estate invesim
disciplines.

Risks Relating to Money Market Funds

An investment in a money market fund is neitheuiad nor
guaranteed by the Federal Deposit Insurance Cdipora
(“FDIC") or any other government agency. Althougloney
market funds seek to preserve the value of yowestent at
$1.00 per share, there is no assurance that walirpand it is
possible to lose money if the fund value per shiatés.
Moreover, in some circumstances, money market fundg
be forced to cease operations when the value ahd firops
below $1.00 per share. In that event, the fundlgihgs are
liquidated and distributed to the fund’'s sharehmdde This
liquidation process could take up to one month @ren
During that time, these funds would not be avadabl you to
support purchases, withdrawals and, if applicaldeeck
writing or ATM debits from your account.

Risks Relating to Differing Classes of Securities

Different classes of securities have different t$gas creditor
if the issuer files for bankruptcy or reorganizatio For
example, bondholders’ rights generally are moreoifable
than shareholders’ rights in a bankruptcy or reoizgion.

Risks Related to Minimum Denominations in Fixed lome
Securities

MSSB may not be able to execute transactions itaicefixed
income securities (specifically including municifends) in a
client's account when they do not meet the minimum
denomination and increment requirements establislyethe
issuer. In certain cases, this may result in ability to
rebalance a portion of a client’s fixed income fwid or
liquidate a portfolio of fixed income securities rfdax
harvesting or other purposes. To the extent pezchitly law,
MSSB will use its best efforts to assist advisotigrds in
selling fixed income securities that may not melegse
minimums but cannot guarantee that a market wilh\aglable
in which to sell such securities, nor the pricendiich such
securities would sell if such markets were to exist



Item 9: Disciplinary Information

This section contains information on certain legahd
disciplinary events.

In this section, “MSDW” means Morgan Stanley DW .|na

predecessor

broker-dealer of MS&Co. and registered

investment adviser that was merged into MS&Co. jorilA

2007.

MS&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 Rules
(under which MSDW was prohibited from providing its
Financial Advisors with non-cash compensation fales

of mutual funds and variable annuities that werehased
on total sales and equal weighting). MSDW offered
rewards to its Financial Advisors for sales of laffed
mutual funds in general, or particular affiliatedutonl
funds or certain variable annuities. By a Letter of
Acceptance, Waiver and Consent (“LAWC") dated
September 15, 2003, MSDW agreed to (1) fines tajali
$2.25 million; (2) update its compliance systemsd an
procedures; and (3) retain an independent conguttan
review and make recommendations 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 interdst its
research analysts with respect to investment bgnkin
activity, failing to adequately manage such cotdlic
failing to ensure, in offerings where MS&Co. was tead
underwriter, that payments made to other brokeledga
for publishing research reports were disclosed by t
issuers in the offering documents and the othekdyro
dealers in their research reports, and failing upesvise
properly its research analysts, including with exdgo the
ratings, price targets and content of the repoftsemior
research analysts. Without admitting or denying the
substantive allegations in the complaint, on Oatobg,
2003, MS&Co. consented to the entry of a final judgt
that enjoined MS&Co. from violating the Conduct Bsl
and required it to make payments of $50 million parst
conduct and allocate $75 million to fund indeperiden
research. In addition, MS&Co. agreed to a number of
structural changes to the operations of its equégearch
and investment banking operations. Concurrently,
MS&Co. also entered into a settlement with the NY8ig
NASD and the Attorney General of the State of Neavky
with respect to the same conduct specified in the
complaint. MS&Co. is also in the process of finali
settlements with the other state and territorialuséies
administrators.

In 2003, Salomon Smith Barney (“SSB”), now known as
CGM, settled civil and regulatory actions brouglyt the
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SEC, the NYSE, the NASD, the Attorney General @& th
State of New York (“NYAG”), and state securities
regulators, which alleged violations of certaindead and
state securities laws and regulations, and ceft&sD
and NYSE rules, by SSB arising out of certain besin
practices concerning sell-side research during 1899
2001, and initial public offerings (“IPOs”) durintP96 to
2000. The actions alleged, among other things, &8
published fraudulent research reports, permitted
inappropriate influence by investment bankers over
research analysts, and failed to adequately sigmertyie
employees who engaged in those practices. It wss al
alleged that SSB engaged in improper “spinningstudres

to executives of investment banking clients andedaio
maintain policies and procedures reasonably dedidgoe
prevent the potential misuse of material non-public
information in certain circumstances. Without adimi or
denying the findings, SSB consented to (1) censbses
NASD and the NYSE; (2) cease and desist ordersaite s
proceedings prohibiting SSB from violating certatate
laws and regulations; (3) a judgment prohibitind3S®m
violating certain laws and regulations; (4) certain
operational reforms; (5) participating in a volugta
initiative pursuant to which SSB will no longer neak
allocations of securities in hot IPOs to accounfs o
executive officers or directors of U.S. public canjes;
and (6) a payment of $400 million.

The SEC alleged disclosure violations in connectigth
marketing arrangements between MSDW and certain
mutual fund complexes in connection with the offerd
sale of class B shares in certain Morgan Stanley
proprietary mutual funds in the amount of $100,G&00
more in a single transaction. The SEC also alletped
receipt of directed brokerage commissions as pat/fioen
such marketing arrangements contravened NASD Rule
2830(k). On November 17, 2003, without admitting or
denying the findings, MSDW consented to orders
including a censure; a cease and desist; and asrtakihg

to distribute, for the benefit of certain custome$s0
million dollars, consisting of disgorgement plus
prejudgment interest in the amount of $25 milliow &ivil
penalty of $25 million. MSDW also made certain othe
undertakings including (1) preparing and distribgti
certain disclosures and a mutual fund bill of righ¢2)
permitting certain class B shares to be convedetass A
shares; and (3) retaining an independent consuli@ant
review, among other things, the completeness of the
disclosures and conformity with other aspects efdider.

In 2004, the NYSE brought an administrative action
alleging that MS&Co. and MSDW (1) failed to ensure
delivery of prospectuses in connection with certaifes of
securities; (2) failed to timely and accuratelye fidaily
program trade reports; (3) erroneously executethicesell
orders on a minus tick for securities in which MS&C
held a short position; (4) failed to timely subrRE-3 in
connection with certain matters; (5) hired certain
individuals subject to statutory disqualificationdafailed

to file fingerprint cards for certain non-registre
employees; (6) failed to comply with requirements
concerning certain market-on-close and limit-orselo



orders; and (7) failed to reasonably supervise agert
activities. MS&Co. and MSDW resolved the action on
January 7, 2005, by consenting, without admitting o
denying guilt, to a censure, a fine of $13 milliand a
rescission offer to those clients who should hageived a
prospectus during the period from June 2003 toedaiper
2004.

In January 2005, the SEC filed a complaint in fatleourt
alleging that, during 1999 and 2000, MS&Co. viothte
Regulation M by attempting to induce certain custosn
who received allocations of IPOs to place purctasers
for additional shares in the aftermarket. The SHC bt
allege fraud or impact on the market. On Januar2285,
MS&Co. agreed to the entry of a judgment enjoining
MS&Co. from future violations and the payment o$40
million civil penalty. The settlement terms recelveourt
approval on February 4, 2005.

In March 2005, the SEC entered an administrativd an
cease and desist order against CGM for two disotosu
failures by CGM in offering and selling mutual fund
shares. Firstly, CGM received from mutual fund adv
and distributors revenue sharing payments, in exgdador
which CGM granted mutual funds preferential sales
treatment. The order found that CGM did not adegjyat
disclose its revenue sharing program to its cliefirts
violation of the Securities Act of 1933 (“Secur#tiéct”)

and Rule 10b-10 under the Securities Exchange Act o
1934 (“Exchange Act”). Secondly, on sales of Cl&ss
mutual fund shares in amounts aggregating $50,000 o
more, the order found that CGM, in violation of the
Securities Act, failed to disclose adequately atbint of
sale that such shares were subject to higher arfaaal
These fees could have a negative impact on client
investment returns, depending on the amount indesstel

the intended holding period. The SEC order censured
CGM, required CGM to cease and desist from future
violations of the applicable provisions, and reqdiiCGM

to pay a $20 million penalty.

In March 2005, the NASD censured and fined CGM with
respect to CGM's offer and sale of Class B and £l&s
mutual fund shares during 2002 and the first sixitine of
2003. The NASD found that CGM either had not
adequately disclosed at the point of sale, or hatl n
adequately considered in connection with its
recommendations to clients to purchase Class BGlask

C shares, the differences in share classes andhedual
investment in Class A shares generally would hasenb
more advantageous for the clients. The NASD alsmdo
that CGM'’s supervisory and compliance policies and
procedures regarding Class B and Class C sharesdtad
been reasonably designed to ensure that SB Fiancia
Consultants consistently provided adequate discdosd

or consideration to, the benefits of the variougualufund
share classes as they applied to individual clieftse
NASD censured CGM and required CGM to pay a $6.25
million fine.

On May 31, 2005, the SEC issued an order in comorect
with the settlement of an administrative proceedigginst
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Smith Barney Fund Management LLC (“SBFM”) and
CGM relating to the appointment of an affiliatedrtsfer
agent for the Smith Barney family of mutual funtiSrith
Barney Funds”). SBFM was an affiliate of CGM during
the applicable period.

The SEC order found that SBFM and CGM willfully
violated section 206(1) of the Investment Advisacs of
1940 (“Advisers Act”). Specifically, the order fodirthat
SBFM and CGM knowingly or recklessly failed to dese

to the Boards of the Smith Barney Funds in 1999 nwhe
proposing a new transfer agent arrangement with an
affiliated transfer agent that: First Data Invest&ervices
Group (“First Data”), the Smith Barney Funds' then-
existing transfer agent, had offered to continuerassfer
agent and do the same work for substantially leseeyn
than before; and Citigroup Asset Management (“CAM”)
the Citi business unit that includes the Smith Bsrn
Funds’ investment manager and other investmentsadyi
companies, had entered into a side letter witht Fata
under which CAM agreed to recommend the appointment
of First Data as sub-transfer agent to the aféiatransfer
agent in exchange, among other things, for a gteedoy
First Data of specified amounts of asset managemedt
investment banking fees to CAM and CGM. The ordso a
found that SBFM and CGM willfully violated section
206(2) of the Advisers Act by virtue of the omisso
discussed above and other misrepresentations and
omissions in the materials provided to the SmithinBg
Funds’ Boards, including the failure to make cldeat the
affiliated transfer agent would earn a high prdiir
performing limited functions while First Data camiied to
perform almost all of the transfer agent functioasg the
suggestion that the proposed arrangement was iBrfith
Barney Funds’ best interests and that no viabkrradtives
existed. SBFM and CGM did not admit or deny any
wrongdoing or liability. The settlement did not asish
wrongdoing or liability for purposes of any other
proceeding.

The SEC censured SBFM and CGM and ordered them to
cease and desist from violations of sections 2061
206(2) of the Advisers Act. The order required @itipay
$208.1 million, including $109 million in disgorgemt of
profits, $19.1 million in interest, and a civil m@npenalty

of $80 million. Approximately $24.4 million has eldy
been paid to the Smith Barney Funds, primarily digto

fee waivers. The remaining $183.7 million, incluglithe
penalty, has been paid to the U.S. Treasury.

The order required SBFM to recommend a new transfer
agent contract to the Smith Barney Fund Boardsimith
180 days of the entry of the order; if a Citi a#fie
submitted a proposal to serve as transfer agergubr
transfer agent, an independent monitor must begaugat
the expense of SBFM and CGM to oversee a competitiv
bidding process. Under the order, Citi also mushjaly
with an amended version of a vendor policy thati Cit
instituted in August 2004. That policy, as amended
among other things, requires that when requestedh by
Smith Barney Fund Board, CAM will retain at its own
expense an independent consulting expert to acisk



assist the Board on the selection of certain servic
providers affiliated with Citi.

In a LAWC dated August 1, 2005, the NASD found that
MSDW failed to establish and maintain a supervisory
system, including written procedures, reasonabbigihed

to review and monitor MSDW's fee-based brokerage

business, between January 2001 and December 2003.

Without admitting or denying the allegations, MSDW
consented to the described sanctions and findingsaas
censured and fined $1.5 million, and agreed tqthenent
of restitution to 3,549 customers in the total antoaf
approximately $4.7 million, plus interest.

The SEC alleged that MS&Co. violated the Exchangée A
by inadvertently failing to timely produce emails the
SEC staff pursuant to subpoenas in the SEC'’s imgagt&in

into MS&Co.’s practices in allocating shares ofctan
IPOs and an investigation into conflicts of intérestween
MS&Co.’'s research and investment banking practices.
Without admitting or denying the allegations, MS&Co
consented to a final judgment on May 12, 2006 inctviit

was permanently restrained and enjoined from \vitdat
the Exchange Act. MS&Co. agreed to make payments
aggregating $15 million, which amount was reducg®$b
million contemporaneously paid by MS&Co. to the NAS
and the NYSE in related proceedings. MS&Co. alseed)

to notify the SEC, the NASD and the NYSE that is ha
adopted and implemented policies and procedures
reasonably designed to ensure compliance with the
Exchange Act. MS&Co. also agreed to provide annual
training to its employees responsible for preseyvor
producing electronic communications and agreecetaim

an independent consultant to review and commerthen
implementation and effectiveness of the policies,
procedures and training.

On June 27, 2006, the SEC announced the initigiuh
concurrent settlement of administrative cease agsistl
proceedings against MS&Co. and MSDW for failing to
maintain and enforce adequate written policies and
procedures to prevent the misuse of material ndigpub
information. The SEC found that from 1997 throu@i0@,
MS&Co. and MSDW violated the Exchange Act and the
Advisers Act by failing to (1) conduct any survaiite of a
number of accounts and securities; (2) provide aalex
guidance to MS&Co.'s and MSDW'’s personnel charged
with conducting surveillance; and (3) have adequate
controls in place with respect to certain aspettS\atch
List” maintenance. The SEC's findings covered défe
areas from the 1997 through 2006 time period. MS&Co
and MSDW were ordered to pay a civil money penatfty
$10 million and agreed to enhance their policiesl an
procedures.

On August 21, 2006, MS&Co. and MSDW entered into a
LAWC relating various finds that, at various times
between July 1999 and 2005, MS&Co. violated a numbe
of NASD and SEC rules. The violations related teaar

including trade reporting through the Nasdaq Market
Center (formerly Automated Confirmation Transaction
Service (ACT)), Trade Reporting and Compliance Bagi
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(TRACE) and Order Audit Trail System (OATS); market
making activities; trading practices; short salsd large
options positions reports. The NASD also found ,tlzt
various times during December 2002 and May 2005,
MSDW violated NASD rules and Municipal Securities
Rulemaking Board (“MSRB”) rules related to areas
including trade reporting through TRACE, short sakend
OATS. The NASD further found that, in certain cases
MS&Co. and MSDW violated NASD Rule 3010 because
their supervisory systems did not provide supemisi
reasonably designed to achieve compliance withritesu
laws, regulations and/or rules.

Without admitting or denying the findings, MS&Conca
MSDW consented to the LAWC. In the LAWC, MS&Co.
and MSDW were censured, required to pay a monetary
fine of $2.9 million and agreed to make restituttonthe
parties involved in certain transactions, plusriese from
the date of the violative conduct until the date tbé
LAWC. MS&Co. and MSDW also consented to (1) revise
their written supervisory procedures; and (2) pievia
report that described the corrective action thatyth
completed during the year preceding the LAWC torasisl
regulatory issues and violations addressed in HA&/C,
and the ongoing corrective action that they werehia
process of completing.

On May 9, 2007, the SEC issued an Order (“May 2007
Order”) settling an administrative action with MS&CIn
this matter, the SEC found that MS&Co. violateddtgy

of best execution under the Exchange Act. In paldic
the SEC found that, during the period of OctoberZoD1
through December 8, 2004, MS&Co.’s proprietary neark
making system failed to provide best execution dégain
retail OTC orders. In December 2004, MS&Co. removed
the computer code in the proprietary market-making
system that caused the best execution violatior&&Gb.
consented, without admitting or denying the findintp a
censure, to cease and desist from committing osiegu
future violations, to pay disgorgement of approxieha
$5.9 million plus prejudgment interest on that antpand

to pay a civil penalty of $1.5 million. MS&Co. also
consented to retain an Independent Compliance Gtansu
to review its policies and procedures in connectidgth its
market-making system’s order handling proceduresitn
controls relating to changes to those procedured, ta
develop a better plan of distribution.

On July 13, 2007, the NYSE issued a Hearing Board
Decision in connection with the settlement of an
enforcement proceeding brought in conjunction witie
New Jersey Bureau of Securities against CGM. The
decision held that CGM failed to (1) adequatelyesujse
certain branch offices and Financial Advisors whgaged

in deceptive mutual fund market timing on behalf of
certain clients from January 2000 through Septergbés

(in both proprietary and non-proprietary funds); g2event
the Financial Advisors from engaging in this corgand

(3) make and keep adequate books and records. witho
admitting or denying the findings, CGM agreed t) &a
censure; (b) establishing a $35 million distribatfand for
disgorgement payments; (c) a penalty of $10 milljbalf



to be paid to the NYSE and half to be paid to the
distribution fund); (d) a penalty of $5 million t® paid to
the State of New Jersey; and (e) appointing a dtarduto
develop a plan to pay CGM'’s clients affected by the
market timing.

On September 27, 2007, MS&Co. entered into a LAWC
with the Financial Industry Regulatory Authority
(“FINRA"™. FINRA found that, from October 2001
through March 2005, MSDW provided inaccurate
information to arbitration claimants and regulators
regarding the existence of pre-September 11, 26tHilg
failed to provide such emails in response to discpv
requests and regulatory inquiries, failed adequatel
preserve books and records, and failed to estalaligh
maintain systems and written procedures reasonably
designed to preserve required records and to etisatret
conducted adequate searches in response to regulato
inquiries and discovery requests. FINRA also fouinalt
MSDW failed to provide arbitration claimants withdates

to a supervisory manual in discovery from late 1999
through the end of 2005. MS&Co. agreed, without
admitting or denying these findings, to establisi$%5
million fund for the benefit of potentially affecte
arbitration claimants. In addition, MS&Co. was oaresl
and agreed to pay a $3 million regulatory fine amdetain

an independent consultant to review its proceddogs
complying with discovery requirements in arbitratio
proceedings relating to its retail brokerage openat

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
confirmations for certain fixed income securitiea i
violation of the Exchange Act and MSRB rules. In
addition, MS&Co. was ordered to cease and desish fr
committing or causing any future violations, andswa
required to pay a $7.5 million penalty and to metan
independent consultant to review MS&Co.’s applieabl
policies and procedures. MS&Co. consented to the
issuance of the October 2007 Order without adngjttin
denying the SEC's findings.

On December 18, 2007, MS&Co. became the subjeah of
Order Instituting  Administrative  Cease-and-Desist
Proceedings (“December 2007 Order”) by the SEC. The
December 2007 Order found that, from January 2002 u
August 2003, MSDW (1) failed to reasonably supervis
four Financial Advisors, with a view to preventirzmnd
detecting their mutual fund market-timing activitiand (2)
violated the Investment Company Act of 1940 bywiig
multiple mutual fund trades that were placed or rzohee
after the close of trading to be priced at that'slalosing
net asset value. The December 2007 Order also fthatd
from 2000 through 2003, MSDW violated the Exchange
Act by not making and keeping records of customders
placed after the market close and orders placeddudain
hedge fund customers in variable annuity sub-adsoun
Without admitting or denying the SEC's findings,
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MS&Co. agreed to a censure, to cease and desist fro
future violations of the applicable provisions, pay a
penalty of approximately $11.9 million, to disgongefits
related to the trading activity (including prejudgmh
interest) of approximately $5.1 million and to fatan
independent distribution consultant.

In May 2005, MS&Co. and MSDW discovered that, from
about January 1997 until May 2005, their order yentr
systems did not check whether certain secondankehar
securities transactions complied with state regfigmn
requirements known as Blue Sky laws. This restiltetthe
improper sale of securities that were not registéne46
state and territorial jurisdictions. MS&Co. and M&D
conducted an internal investigation, repaired systerors,
self-reported the problem to all affected states the New
York Stock Exchange, identified transactions whieére
executed in violation of the Blue Sky laws, andeodd
rescission to affected customers. MS&Co. settledstiate
regulatory issues in a multi-state settlement wita 46
affected state and territorial jurisdictions. Undére
settlement, MS&Co. consented to a cease and dmsist
with, and agreed to pay a total civil monetary pignaf
$8.5 million to be divided among, each of the 48estand
territorial jurisdictions. The first order was iggl by
Alabama on March 19, 2008, and orders are expectbd
issued by subsequent states over the coming months.

On August 13, 2008, MS&Co. agreed on the generaige
of a settlement with the NYAG and the Office of the
lllinois Secretary of State, Securities Department
(“NMinois”) (on behalf of a task force of the Nart
American  Securities  Administrators ~ Association
(“NASAA™) with respect to the sale of auction rate
securities (“ARS"). MS&Co. agreed, among other ¢sin
to repurchase at par approximately $4.5 billionllafuid
ARS held by certain clients of MS&Co. which were
purchased prior to February 13, 2008. Additionally,
MS&Co. agreed to pay a total fine of $35 millionn&
agreements were entered into with the NYAG on Ine
2009 and with lllinois on September 17, 2009. Tlhedis
agreement serves as the template for agreemetthir
NASAA jurisdictions.

On November 13, 2008, in connection with the seittiet

of a civil action arising out of an investigatiog the SEC
into CGM'’s underwriting, marketing and sale of ARS,
CGM, without admitting or denying the allegatiorfstioe
SEC’s complaint, except as to those relating tosqueal
and subject matter jurisdiction, which were admiitte
consented to the entry in the civil action of aghadnt As
To Defendant Citigroup Global Markets Inc. (“Noveenb
2008 Judgment”). Thereafter, on December 11, 2€3,
SEC filed its civil action in the federal districourt for the
Southern District of New York (“Court”). The Novemb
2008 Judgment, which was entered on December Z® 20
(i) permanently enjoined CGM from directly or inglitly
violating section 15(c) of the Exchange Act; (idopides
that, on later motion of the SEC, the Court is éedmine
whether it is appropriate to order that CGM payiwl ¢
penalty pursuant to section 21(d)(3) of the ExcleaAgt,
and if so, the amount of the civil penalty; and) @rdered



that CGM’'s Consent be incorporated into the Novambe
2008 Judgment and that CGM comply with all of the
undertakings and agreements in the Consent, whathde

an offer to buy back at par certain ARS from ceartai
customers. The SEC’'s complaint alleged that (1) CGM
misled tens of thousands of its customers regartieg
fundamental nature of and risks associated with AfRS
CGM underwrote, marketed and sold; (2) through its
financial advisers, sales personnel and marketiagpnals,
CGM misrepresented to customers that ARS were safe,
highly liquid investments comparable to money marke
instruments; (3) as a result, numerous CGM custemer
invested in ARS funds they needed to have availabla
short-term basis; (4) in mid-February 2008, CGMided

to stop supporting the auctions; and (5) as a reduhe
failed auctions, tens of thousands of CGM custorhetd
approximately $45 billion of illiquid ARS, insteaaf the
liquid short-term investments CGM had represent&5A
to be. CGM reached substantially similar settlermemith

the NYAG and the Texas State Securities Board (‘B'$S
although those settlements were administrative atune
and neither involved the filing of a civil actiom istate
court. The settlements with the NYAG and the TSSB
differed somewhat from the settlement with the SBC
that the state settlements (a) made findings thaMC
failed to preserve certain recordings of telephaads
involving the ARS trading desk; and (b) required &
refund certain underwriting fees to certain muratip
issuers. In addition, as part of the settlemerh wWew
York, CGM paid a civil penalty of $50 million. CGldlso
agreed in principle to pay to states other than Nesk
with which it enters into formal settlements a tab$50
million. CGM paid $3.59 million of this $50 milliorto
Texas as part of the settlement with that stateMCG
expects it will reach settlements with the remagrétates.

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 activitbéswo
Financial Advisors in one of its branches. FINRAurid
that these Financial Advisors solicited brokeragel a
investment advisory business from retirees and npiaie
retirees of certain large companies by promoting
unrealistic investment returns and failing to dise
material information. FINRA also held that MS&Cailéd

to ensure that the securities and accounts reconeunefior
the retirees were properly reviewed for appropriasi
disclosure, suitability and other concerns. MS&Co.
consented, without admitting or denying the findintp a
censure, a fine of $3 million, and restitution of
approximately $2.4 million plus interest to 90 fam
clients of the Financial Advisors.

Item 10: Other Financial Industry

Activities and Affiliations

Morgan Stanley Parent indirectly owns 51% of MSSB.
Morgan Stanley Parent is a financial holding conypander
the Bank Holding Company Act of 1956. Citi inditigc
owns 49% of MSSB. Both Morgan Stanley Parent aitid C
are corporations whose shares are publicly heldti@a®d on
the New York Stock Exchange.

Activities of Morgan Stanley Parent and Citi. Morgan
Stanley Parent and Citi are both global firms emygg
through their various subsidiaries, in a wide raafjénancial
services including:

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

 merchant investment

activities

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

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

e global custody, securities clearance services, and

securities lending.

A. Broker-Dealer Registration Status

As well as being a registered investment advisoBSR is
registered as a broker-dealer.

B. Futures Commission Merchant,
Commodity Pool Operator, or
Commodity Trading Adviser

Registration Status

As well as being a registered investment advisoBSR is
registered as a futures commission merchant. MB&Ba
related person that is a commodity pool operatoentBter
Management Corp.) For a full listing of affiliatédsestment
advisers please see the ADV Part .

C. Material
Arrangements
Participants

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

Relationships or
with Industry

MSSB’'s Form ADV Part 1 contains further informatiahout
its disciplinary history, and is available on regu&om your *
Private Wealth Advisor.

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

* Regulatory restrictions may limit your ability taghase,
hold or sell equity and debt issued by Morgan ®anl
Parent, Citi and their affiliates.
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e Certain regulatory requirements may limit MSSB’dligb
to execute transactions through alternative exewuti
services (e.g., electronic communication networksl a
crossing networks) owned by MSSB, MS&Co., Citi or
their affiliates.

These restrictions may adversely impact client aoto

performance.

Different Advice. MSSB, MS&Co., Citi and their affiliates
may give different advice, take different actioeceive more
or less compensation, or hold or deal in diffeisaturities for
any other party, client or account (including the&wn
accounts or those of their affiliates) from the iadvgiven,
actions taken, compensation received or securhigld or
dealt for your account.

Trading or Issuing Securities in, or Linked to Serties in,
Client Accounts.MSSB, MS&Co., CGM and their affiliates
may provide bids and offers, and may act as praiaiparket
maker, in respect of the same securities held ientl
accounts. MSSB, the investment managers in itsrpnosg,
MS&Co., CGM and their affiliates and employees rhajd a
position (long or short) in the same securitiedhel client
accounts. MS&Co., MSSB, CGM and/or their affiliatare
regular issuers of traded financial instrumentskdih to
securities that may be purchased in client accourfisom
time to time, MSSB (or an affiliate’s) trading —thdfor its
proprietary account and for client accounts — may b
detrimental to securities held by a client and tleusate a
conflict of interest. We address this conflict digclosing it
to you.

Trade Allocations. Your Private Wealth Advisor may
aggregate the securities to be sold or purchasechdoe than
one client to obtain favorable execution to theeakpermitted
by law. The Private Wealth Advisor will then alide the
trade in a manner that is equitable and consistghtMSSB’s
fiduciary duty to its clients (including pro ratdlogation,
random allocation or rotation allocation). Alloicat
methods vary depending on various factors (inclgdive type
of investment, the number of shares purchasedldy he size
of the accounts, and the amount of available casheosize of
an existing position in an account). The priceeéeh client
is the average price for the aggregate order.

Services Provided to Other Client8SSB, MS&Co., CGM,
investment managers and their affiliates provideagety of
services (including research, brokerage, asset geamant,
trading, lending and investment banking services) dach
other and for various clients, including issuersseturities
that MSSB may recommend for purchase or sale leytslior
are otherwise held in client accounts, and investme
management firms in the programs described inkroshure.
MS&Co., CGM, MSSB, investment managers and their
affiliates receive compensation and fees in conmectvith
these services. MSSB believes that the nature ander of
clients to which such services are rendered is gheh it
would be inadvisable to exclude categorically dlltoese
companies from an account. Accordingly, it is likehat
securities in an account will include some of thewities of
companies for which MS&Co., CGM, MSSB, investment
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managers and their affiliates or
investment banking or other services.

an affiliate perfe

Restrictions on Securities TransactionsThere may be
periods during which MSSB or investment managees rart
permitted to initiate or recommend certain types of
transactions in the securities of issuers for whi¢t8&Co.,
Citi or one of their affiliates is performing brakdealer or
investment banking services or have confidentiamaterial
non-public information. Furthermore, in certain éstment
advisory programs, MSSB may be compelled to forgdihg
in, or providing advice regarding, Morgan Stanlegréht or
Citi securities, and in certain related securitiekhese
restrictions may adversely impact your accountqrerince.

MSSB, the managers and their affiliates may alseeldp
analyses and/or evaluations of securities sold iporagram
described in this brochure, as well as buy andistdtests in
securities on behalf of its proprietary or clientaunts. These
analyses, evaluations and purchase and sale mdire
proprietary and confidential, and MSSB will notaase them
to clients. MSSB may not be able to act, in respéaients’
account, on any such information, analyses or etialns.

MSSB, investment managers and their affiliates aot
obligated to effect any transaction that MSSB onanager or
any of their affiliates believe would violate fedemr state
law, or the regulations of any regulatory or selfulatory
body.

Research ReportsMS&Co. and CGM do business with
companies covered by their respective research pgrou
Furthermore, MS&Co., CGM and their affiliates magicha
trading position (long or short) in, and client agnts may
hold, the securities of companies subject to swegearch.
Therefore, MS&Co. and CGM have a conflict of ingrénhat
could affect the objectivity of their research repo

Certain Trading Systemslf MSSB directly or indirectly
effects client trades through exchanges, electronic
communication networks or other alternative tradiygtems
(“Trading Systems”) in which its affiliates have awnership
interest, these affiliates may receive an indirecbnomic
benefit based on their ownership interest. Curyeiffiliates

of MSSB (including affiliates of MS&Co. and Citiwm over
5% of the voting securities of certain Trading $yss,
including BATS Trading, Inc., operator of BATS Efemic
Trading Network (commonly known as “BATS"); the iies
that own and control the Block Interest Discoverystem
(commonly known as “BIDS”); LavaFlow Inc.; EBX Grpu
LLC; ELX Futures Holdings, LLC; ELX Futures, LP;
TheMuniCenter; Automated Trading Desk Financialvides
LLC; Automated Trading Desk Brokerage Services LLC;
Boston Options Exchange, LLC; FX Alliance Inc.; and
National Securities Exchange. Other Trading Systems
which MSSB may execute trades for client accounttutle
Archipelago; eSpeed; Instinet; NYFIX; Track ECN;
BondDesk; ValuBond; NYSE Euronext; TradeWeb; and
MarketAxe. The Trading Systems on which MSSB trafbes
client accounts and in which affiliates of MSSB oimterests
may change from time to time. You may contact yBrivate



Wealth Advisor for an up-to-date list of TradingsByms in
which affiliates of MSSB own interests and on whiMI$SSB
and/or MS&Co. trades for client accounts.

Certain Trading Systems offer cash credits for mrddat
provide liquidity to their books and charge explifgées for
orders that extract liquidity from their books. Rrdime to
time, the amount of credits that MSSB, MS&Co. andiGM

receives from one or more Trading System may exdked
amount that is charged. Under these limited cir¢cantes,
such payments would constitute payment for oraew.fl

Certain Trading Systems through which MSSB and/or
MS&Co. may directly or indirectly effect client ttas execute
transactions on a “blind” basis, so that a partg toansaction
does not know the identity of the counterparty tee t
transaction. It is possible that an order for antliaccount that

is executed through such a Trading System could be
automatically matched with a counterparty thatijsatother
investment advisory or brokerage client of MSSBoe of its
affiliates or (ii) MSSB or one of its affiliates tieg for its own
proprietary accounts.

Transaction-Related Agreements with MS&Co., Citi @n
Affiliates. In connection with creating the joint venture,
certain agreements were entered into between ailviimg
some or all of MSSB, MS&Co, Citi, CGM and theirihfites,
including the following:

» Clearing. An agreement providing that, subject to best
execution, MS&Co. and CGM (or their applicable
affiliates) will act as fully-disclosed clearingdiers for
MSSB, which will act as an introducing broker. MSSB
may have a conflict of interest in introducing olig¢rades
to MS&Co. and CGM. (As of the date of this brochure
MSSB is the clearing broker for most of the MS
Channel's investment advisory programs. MS&Co. is
the clearing broker for some MS Channel clients -
typically those with PWM accounts. CGM is the
clearing broker for SB Channel clients.)

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

e Distribution. An agreement that, in return for the payment
of certain fees and expenses, MSSB will market and
promote certain securities and other products
underwritten, distributed or sponsored by MS&Coitj C
or their affiliates. MSSB has a conflict of interes
offering, recommending or purchasing any such sgcur
or other product to or for its investment advisolignts.

* Investment Research. An agreement that MS&Co. and
CGM (or their applicable affiliates) will supply
investment research prepared by their respectiseareh
groups to MSSB for its use. It is possible that M3®'s
research group, on the one hand, and Citi's rekearc
group, on the other hand, may reach different amichs,
and may make different recommendations, with resjgec
the same issuer or investment manager. This magngm
other things, result in different investment dems or
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recommendations regarding the same issuer or imegt
manager being made for or given to MSSB investment
advisory clients.

Related Investment Advisors and Other Service Pdevs.
MSSB has related persons that are registered meast
advisers in various investment advisory programslding
Morgan Stanley Investment Management Inc., Morgan
Stanley Investment Advisors Inc. and Morgan Stanley
Investment Management Limited). If you invest yagsets
and use an affiliated firm to manage your accoM8SB and

its affiliates earn more money than if you use aaffiliated
firm. Generally, for ERISA or other retirement aaoats,
MSSB rebates or offsets fees so that MSSB complitsIRS

and Department of Labor rules and regulations.

Morgan Stanley Investment Advisors Inc., its whadlyned
subsidiary Morgan Stanley Services Company Inc.d an
Morgan Stanley Investment Management Inc. servaiious
advisory, management, and administrative capadibtiezpen-
end and closed-end investment companies and otingolps
(some of which are listed on the NYSE).

Morgan Stanley Distributors Inc. serves as distobior these
open-end investment companies, and has enteredateoted
dealer agreements with MSSB and affiliates. Mor§tamley
Distributors Inc. also may enter into selected eleal
agreements with other dealers. Under these agrdésmen
MSSB and affiliates, and other selected dealerg ar
compensated for sale of fund shares to clients brokerage
basis, and for shareholder servicing (includingspant to
plans of distribution adopted by the investment panies
pursuant to Rule 12b-I under the Investment Compatyof
1940).

Morgan Stanley Trust FSB, an affiliate of MSSB,vear as
transfer agent and dividend disbursing agent feestment
companies advised by Morgan Stanley Investment Jatsi
Inc. and other affiliated investment advisers araly meceive
annual per shareholder account fees from or wisipaet to
them and certain nonaffiliated investment companies

Related persons of MSSB act as general partner,
administrative agent or managing member in a nundfer
funds in which clients may be solicited in a brags or
advisory capacity to invest. These include furmsu$ed on
private equity investing, investments in leveradmgouts,
venture capital opportunities, research and devedop
ventures, real estate, managed futures, hedge,ftuni$s of
hedge funds and other businesses.

Cash Sweeps

Generally, some portion of your account will bechil cash.
If MS&Co. acts as custodian for your account, itleffect
“sweep” transactions of uninvested cash, allocatit;m cash
and cash equivalents, if any, in your account into:

* interest-bearing bank deposit accounts establisimekbr
the Bank Deposit Program (“BDP”) or

 money market mutual funds including those managed b
Morgan Stanley Investment Management Inc. or amothe



of our affiliates (each, a “Money Market Fund” and,
together with BDP accounts, “Sweep Investments”).

The custodian will effect these transactions onlyhe extent
permitted by law and if you meet the Sweep Investae
eligibility criteria.

Bank Deposit Program. BDP is your Sweep Investment if
you are eligible and you do not select another Pwee
Investment.

If BDP is your Sweep Investment, you authorize haitt any
further direction, that all cash balances in yoocaant in
excess of $1.00 be automatically deposited or sweepty
business day into an account at a FDIC insured gitepyp
institution affiliated with Citi (SB Channel) or atlorgan
Stanley Bank or Morgan Stanley Private Bank, Nation
Association which are both affiliates of MSSB.

Your BDP accounts earn interest. Your BDP depoaits
insured by the FDIC up to applicable limits, in amtance
with FDIC rules and subject to aggregation of a#l accounts
(including, without limitation, certificates of degit) that you
hold at the applicable sweep bank in the same dgpacrou
are responsible for monitoring the total amounBafP and
other deposits you have at any bank to determiaextent of
FDIC insurance coverage available to you. MSSBi, &id
their affiliates are not responsible for any insliog uninsured
portion of your deposits at the BDP banks. BDPodép are
not covered by SIPC or excess coverage.

If BDP is your Sweep Investment, the affiliated karmave
the opportunity to earn income on the BDP asseatsuth
lending activity, and that income is usually sigsahtly
greater than the fees earned by MSSB on Money Marke
Funds. Thus, MSSB has a conflict of interest ilecteg or
recommending BDP as the sweep fund, rather thaligible
Money Market Fund.

Terms of the Bank Deposit Program are further diesdrin
the Bank Deposit Program Disclosure Statement, hwhisc
provided to you with your account opening materigfis/ou
are participating in the Bank Deposit Program, gtegead the
Bank Deposit Program Disclosure Statement carefully

Money Market Funds.f you elect an eligible Money Market
Fund, you authorize, without any further directidhat all
cash balances in the account in excess of $1.00 be
automatically invested every business day into tanhey
Market Fund. If account cash balances are invested
Money Market Funds sponsored or managed by MSSB
affiliates, we receive and retain fund fees up 8% from
those Money Market Funds or those money market fund
affiliates. Therefore, MSSB has a conflict of netgt in
recommending that a portion of your account is #teed in
money market funds.
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D. Material Conflicts of Interest Relating
to Other Investment Advisers

MSSB and its affiliates provide investment advisopyime
brokerage, trading, execution and other servicesath other,
to managers, pooled investment vehicles, and athents,
and receive compensation for such services.

MSSB may choose to recommend managers or investment
products for which MSSB or one or more of its &dfiés serve
as broker, prime broker, counterparty, administrato other
service provider, including investment banking, cplaent
agent or secured lender and with respect to whichSBI
and/or its affiliates receives fees, interest anddsher

compensation. MSSB, in the course of these adiiti
including its prime broker and secured or margindlag

activities, may take actions that are adverse ¢oirtkerest of
its advisory client, such as foreclosing upon d¢efal

comprised of assets of an investment product phbdgith

respect to a loan.

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

A. Code of Ethics, Participation or
Interest in Client Transactions and
Personal Trading

MSSB'’s Investment Adviser Code of Ethics (“Codeppbes
to its employees, supervisors, officers and dimsctmgaged in
offering or providing investment advisory produasd/or
services (collectively, the “Employees”). In essenthe Code
prohibits Employees from engaging in securitiesigextions
or activities that involve a material conflict ofitérest,
possible diversion of a corporate opportunity, dre t
appearance of impropriety. Employees must alwagsepthe
interests of MSSB'’s clients above their own and tmever
use knowledge of client transactions acquired endburse of
their work to their own advantage. Supervisorsrarpiired to
use reasonable supervision to detect and prevengt an
violations of the Code by the individuals, branchasd
departments that they supervise.

The Code generally operates to protect againstlictnfof
interest either by subjecting Employee activitiesspecified
limitations (including pre-approval requirementsy dy
prohibiting certain activities. Key provisions ofiet Code
include:

« An Employee who wishes to conduct business activity

outside of his or her employment with MSSB, regesdl

of whether that Employee receives compensatiorhigr
activity, must first obtain written authorizatiorom his or
her supervisor. (Outside activities include servasyan
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 or

receiving gifts or gratuities greater than $100 neeipient
per calendar year to or from persons or organigatigith
which MSSB has a current or potential
relationship, clients, or persons connected witbtlaer
financial institution, a securities or
exchange, the media, or a government or
governmental entity.

» Employees cannot enter into a lending arrangeméhtav
client (unless they receive prior written approWa@m
their supervisor and MSSB’s Compliance Department).

e MSSB maintains a “Restricted List” of issuers fohigh

it may have material non-public information or athe

conflicts of interest. Employees cannot, for thelves or
their clients, trade in securities of
“Restricted List” (unless they receive prior wriite
approval from the Compliance department).

* Certain Employees, because of their potential actes
non-public information, must obtain their supervgso
prior written approval before executing certainsées
transactions for their personal securities accouhts

Employees must also follow special procedures for

investing in private securities transactions.

» Certain Employees are subject to further restmction
their securities transaction activities. DM Privatkealth
Advisors and their team members and sales assistzayt
not trade in their own accounts (or certain acceunt
which they or related persons have an interest)han

same security on the same day as they executeoaglvis

clients’ trades. Trades in derivatives of the siguare
also prohibited on the trade date.

Please ask your Private Wealth Advisor if you wolitd
more
practices in this respect.

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

B. Securities in Which You or a Related
Person Has a Material Financial
Interest

MSSB may from time to time buy securities from, sell
securities to, certain of MSSB'’s advisory clientsaoprincipal
basis to the extent such transactions are consistéh
MSSB’s obligations to its clients and in complianaéh
applicable disclosure, consent and other
requirements. Generally, principal transactionshwitients

will be effected only where the execution of thangaction
will be at least as favorable as an agency traisaetith a

non-affiliated broker-dealer and where the clienash
consented to such execution. For example, PWM tfiore

to time engages in principal trades with clientsbjsct to

receipt of all required consents, in order to aohidest

execution. In addition to securities transactioresadibed

above, the MSSB also effects transactions
currencies on a principal basis for
accordance with applicable law.

client accouims

business

commodities
quasi-

issuers ore th

information on the Private Wealth Advisor's

regulatory

in foreig

MSSB is the regular investment banker for a nundfenajor

corporations and, from time to time, performs inmemnt

banking services for other companies as well. IMSSB’s

belief that the nature and range of clients to WhidSSB

renders such investment banking services is suathttivould

be inadvisable to exclude categorically all of thesmpanies
from a client's account. Accordingly, it is liketiiat securities
in an advisory account will include some of thewsiies of

corporations for which MSSB performs investment kiag

services. Moreover, an account may include the ritexs. of

companies in which MSSB or affiliates makes a madtein

which MSSB or affiliates, or the officers or empé@g of
MSSB or affiliates, own securities.

In addition, MSSB may from time to time recommermd t
purchase for, or sell to clients’ securities orestinvestment
products in which MSSB or its affiliates may hawve may
acquire an interest. Transactions in a specifiarsggcmay not
be accomplished for all client accounts at the séime or
price.

C. Investing in Securities That You or a
Related Person Recommends to
Clients or Has a Financial Interest In

In addition, MSSB may recommend to clients the isess of
registered investment advisers affiliated with MSSEuch
investment advisers, if selected by the client, eiex
investment management fees for their services. PWdb

refers clients to its affiliates for managemenbtigh pooled
vehicles using alternative investment as well agape equity
and venture capital strategies. MSSB recommends
purchases for, or sells to its clients securitigs obher
investment products in which MSSB or its affiliatesy have
or may acquire an interest, and acts as a genertnited

partner in other partnerships in which clients rbaysolicited
to invest. The documents that clients are requivezkecute to
receive the investment supervisory services offéned1SSB
contain, where appropriate, conflict of interestcthsure.

D. Conflicts of Interest Created by
Contemporaneous Trading

Please refer to Section 11(A) above for informatedmout
contemporaneous trading.

Item 12: Brokerage Practices

A. Brokerage Practices

Whenever permitted by applicable law, MSSB or ahyt®
affiliates will act as broker-dealer for client misactions.
Clients may be able to obtain better executionsemfurities
transactions if a broker-dealer other than MSSBsaaffiliates
are used to execute the client transactions.

MSSB is affiliated not only with MS&Co. and its giffites,
but also with Citi and its affiliates. This resultsadditional or
broader restrictions relating to the execution dient
transactions as follows:

to,



» Both MS&Co. and Citi will generally not act asirmipal
in executing trades for MSSB investment advisorgnts
(except to the extent permitted by the terms of the
respective Programs and applicable law).

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

« Certain regulatory requirements may limit theligbiof
MSSB to execute transactions through alternative
execution services (e.g., electronic communication
networks and crossing networks) owned by either
MS&Co., Citi or their affiliates.

It is MSSB's intended policy, consistent with inwveent
considerations, to seek the most favorable prickexecution
("best execution") for brokerage orders. Best etienuis a
combination of commission rates and prompt, rediabl
execution. In seeking best execution, MSSB mayeplaost
or all brokerage transactions through Affiliated oBer-
Dealers. In continuing to place most or all ofti@nsactions
through Affiliated Broker-Dealers, MSSB considexgeution
capabilities, including block positioning, finanktiatability,
ability to maintain confidentiality, delivery andbitity to
obtain best execution. Consistent with the poli€yseeking
best execution, MSSB may consider the researchbduijes

of various brokerage firms, including their covera@f
industries not covered by MSSB, the reputation staeshding
of their analysts, and their investment strategigsing,
accuracy of statistical information and idea getiena These
supplemental research and statistical servicesrgineonsist
of research reports or oral advice from the brokeid dealers
regarding particular companies, industries or ganer
economic conditions.

MSSB may not be able to execute transactions itaicefixed
income securities (specifically including municifends) in a
client's account when they do not meet the minimum
denomination and increment requirements establiftyethe
issuer. In certain cases, this may result in ability to
rebalance a portion of a client’s fixed income fwid or
liquidate a portfolio of fixed income securities rfdax
harvesting or other purposes. To the extent pezchitly law,
MSSB will use its best efforts to assist advisotigrds in
selling fixed income securities that may not melegse
minimums but cannot guarantee that a market wilh\aglable
in which to sell such securities, nor the pricendiich such
securities would sell if such markets were to exist

B. Order Aggregation

MSSB manages its client accounts independentlyngaikto
consideration each client's investment objectivesd a
guidelines. Transactions for each client accounty nba
completed independently. MSSB may, however, puelas
sell the same securities or instruments for a nurobelient
accounts at the same time. When possible, clientgrs for
the same security may be combined or "batched&ddithte
best execution. To the extent MSSB effects batched
transactions for client accounts, it will do so anmanner
designed to ensure that no participating clierfai®red over
any other client. Specifically, each client thattg#ates in a
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batched transaction will participate at the aversigare price
for all of the transactions in that batched ordeecurities
purchased or sold in a batched transaction willabecated
pro-rata, when possible, to the participating ¢éeaccounts
in proportion to the size of the order placed facte account.
MSSB may, however, increase or decrease the amount
allocated to each account if necessary to avoidihglodd-lot
or small numbers of shares for particular clieAtditionally,
if MSSB is unable to fully execute a batched tratisa and
MSSB determines that it would be impractical toedite a
small number of securities among the accountsqiaating in
the transaction on a pro-rata basis, MSSB may atéosuch
securities in a manner determined in good faitlb¢oa fair
allocation.

Due to the diverse nature of MSSB's client bage, (faxable,
tax-exempt, and clients that hold restricted staud/or
inherited stock), MSSB may decide to exclude aroaet(s)
from a batched order if the inclusion of the acd¢s)nwould

be detrimental to the client(s) (i.e., adversedamsequences,
etc). MSSB may also determine that it is not fdasitp
combine or batch transactions into a single orded may
effect transactions on an account by account basis. will
generally occur when MSSB is purchasing and selling
securities in response to client cash flows. Sicash flow
transactions are generally not predictable, MSSBy ma
purchase or sell the same security several timesgluhe
course of the day, which may result in MSSB's ¢tenot
receiving the same or an average share pricedde$r placed
in the same security on the same business day.

ltem 13: Review of Accounts

A. Frequency and Nature of Review of
Client Accounts

At account opening, your Private Wealth Advisor ahe
Private Wealth Advisor's Branch Manager must enghed
the account and the investment style are suitatdestments
for you.

Your Private Wealth Advisor is then responsiblerviewing
your account on an ongoing basis. Your Private Wea
Advisor may adjust your portfolio at any time aatiog to
market conditions. Your Private Wealth Advisor lwésk
you at least annually if your investment objectivieave
changed. If your objectives change, your Privatealth
Advisor will modify your portfolio to be suitableof your
needs.

The WMS Group will perform quarterly surveillance all

relationships where there is a Master Agreement and
Investment Policy Statement in place for the cBeadlvisory
assets. This review involves a comparison of theen®d

current portfolio allocation relative to the congtr outlined in
the Investment Policy Statement. Breaches, if amg

communicated to the Client for direction.



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

The PWM Advisory Group reviews DM program accounts
daily to determine if any investments are outstuke rogram
guidelines and, if so, requires your Private Wedthvisor
and Branch Manager to bring your account within the
guidelines.

C. Content and Frequency of Account
Reports to Clients

Performance reports detailing investment perforraaaicthe
investment and aggregate portfolio level, as waell the
strategic and tactical investment tolerances frotre t
investment policy statement are made availabledio gn a
quarterly basis.

Iltem 14: Client Referrals and
Other Compensation

MSSB or affiliates may enter into agreements withiaes as
well as third parties that solicit clients for tHdSSB’s
advisory programs. Under such agreements, théiatdf
and third parties may refer or solicit clients areteive
compensation for such services. The compensatith o
any such third-party will typically consist of astapayment
stated as a percentage of MSSB's advisory fees,mayt
include cash payments determined in other ways. a Assult
of these arrangements, fees paid by MSSB’s advislents
may differ from those paid by other similarly sitee clients.

ltem 15: Custody

MS&Co. is the custodian and provides you with \eritt
confirmation of securities transactions, and actstatements

at least quarterly. You may elect to receive trade
confirmations after the completion of each trad=bnically
through PWM'’s online account services site. Too#ryour
account in the online account service site, pleasgact your
Private Wealth Advisor. You may also receive Fund
prospectuses, where appropriate.

We provide written performance reports to you upequest.
These reviews have tabular reports and graphicsplalis
showing how your account investments have perforrheth
on an absolute basis and on a relative basis cauptr
recognized indices (such as Standard & Poor’s @gjic You
may access these reports through PWM'’s online atcou
services site. To enroll your account in the onlaezount
service site, please contact your Private Wealthig.

Iltem 16: Investment Discretion

In the DM Program, MSSB has discretionary authotiy
execute securities transactions on behalf of dierithis
authority is subject to the client's investment Igoand
guidelines and financial situation as determined pior
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agreement and continuous review. In addition, MSSB
other financial industry activities may result iantporary
limitations on the MSSB'’s ability, from a legal arebulatory
point of view, to effect transactions on a disaeéry basis.
To enroll in any program described in this brochyam must
enter into the program client agreement. The DMertli
agreement contains the necessary authorizationpetmit
MSSB to act in a discretionary capacity.

Item 17: Voting Client Securities

Electing Who Votes Proxies. If you have an account in the
DM program, you may elect to:

» retain the authority and responsibility to votepes for
your account

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

» authorize us to vote proxies for such securitiesl an
receive related materials.

Unless you authorize us to vote proxies, we wilwiard to
you, or your designee, any proxy materials thareeeive for
securities in your account. Unless we vote profigsyou,
we cannot advise you on particular proxy solioitasi.

We will not provide advice or take action with respto legal
proceedings (including bankruptcies) relating te securities
in your account, except to the extent requireday: |

MSSB's Proxy Voting Policies and Procedureghis section
only applies if you authorize us to vote proxiesyonr behalf.
If you do so, you may not instruct us on how totcasy
particular vote.

To assist us in our proxy voting responsibilitiege have
engaged ISS, a third party provider of corporateegeance
services. ISS provides in-depth research, anagygisvoting
recommendations, as well as vote execution, agditind
consulting assistance to handle proxy voting resitdlity.
Except as described below, MSSB votes in a manner
consistent with ISS’ policy guidelines and vote
recommendations. Because ISS makes its recommengdati
based on its independent, objective analysis ofett@omic
interests of shareholders, its process ensureswtbatote in
clients’ best interests and insulates our votingigiens from
conflicts of interests.

If ISS cannot make a proxy vote recommendation, ISS
abstains on behalf of MSSB. In cases where areatish is

not possible ISS refers the vote to the Proxy \ptin
Committee.



We have established a Proxy Voting Committee with
members designated by MSSB management. The Proxy
Voting Committee has the authority to amend MSSBixy
voting policies and procedures. The Proxy VotingrGattee
meets periodically to review generally its proxy ting
policies and procedures, and to address any odistror
special proxy voting issues.

While MSSB'’s policy is to vote proxies solely inesits’ best
interests, proxy votes cast by the Proxy Voting Guttee
may also benefit other clients of MSSB or its &ifibs
(including investment banking or other clients witthom
MSSB or its affiliates has significant client rétatships).

The Proxy Voting Committee may abstain from votiifig
based on factors such as expense or difficultyxefase, it
determines that this best serves clients’ interests

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

You may obtain from your Private Wealth Advisor, on
request:

* a complete copy of MSSB’s proxy voting policies and
procedures (including a copy of ISS’ policy guidel
and vote recommendations in effect from time toejimor

« information on how proxy votes have been cast omr yo
behalf during the prior annual period.

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

ltem 18: Financial Information

MSSB is not required to include a balance sheethis
brochure because MSSB does not require or solicit
prepayment of more than $1,200 in fees per cl&rtmonths

or more in advance.

MSSB does not have any financial conditions tha¢ ar
reasonably likely to impair its ability to meet it®ntractual
commitments to clients.

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

ltem 19: Requirements for State-
Registered Adviser

This item is not applicable to the programs desctiin this
brochure.
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Exhibit A: _Statement of Morgan Stanley Smith Barngy and MS&Co. Responsibilities

Morgan Stanley Smith Barney (or “MSSB”) is respongble
for:

» Approving, opening, and monitoring your account(s
including obtaining, verifying, and retaining yoaccount
information and documents, accepting your accoynafsd
monitoring trading and other activity in your acot(s).

» Providing investment advice to investment adwsdients
of MSSB.

e Determining whether any investment advice or
recommendation given to you by your Financial Advis
suitable for you, and whether persons placing usimns
for your account are authorized to do so. MS&Cdl mot
give you advice about your investments in your MSSB
account(s) and will not evaluate the suitability of
investments made by you, your Financial Advisoraay
other party for your MSSB account(s).

» Accepting orders and other instructions from yegarding
your account, and promptly and accurately tranemgitt
those orders and instructions to MS&Co. MS&Co. wmitit
accept orders or instructions directly from you. 38may
send orders for the purchase or sale of secumtieyour
behalf to MS&Co. for execution, or MSSB may exedihte
transaction and instruct MS&Co. to post the tratisacto
your account.

» Operating in compliance with all applicable lawgles and
regulations relating to its own operations and Hées
activities, the supervision of its sales repredérga and
other personnel, and the supervision of transastiand
other activity in your account.

« Initially receiving funds and securities for yoaccount, in
accordance with your instructions, for prompt tfanso
MS&Co.

» Offering margin accounts to MSSB customers arttinge
margin requirements for MSSB accounts consisterth wi
any requirements established by MS&Co. MSSB is
responsible for informing you of credit requiren®of your
account and how to comply with them. MSSB regularly
receives from MS&Co. information on the status afrgin
accounts and notice of changes in MS&Co. houses.rule
You and MSSB are responsible for ensuring that any
extension of credit for which you apply or that yaecept is
suitable or appropriate for you, and that your rmarg
accounts are at all times funded in compliance with
Regulation T of the Federal Reserve board, thesrafehe
New York Stock Exchange, Inc., and other applicatak-
regulatory organizations and the house rules of KZ8&

* Investigating and responding to any questionsoonplaints
you have about your account(s), confirmations, your
periodic statement, or any other matter relatedydor
account(s). MSSB will notify MS&Co. with respect to
matters involving services performed by MS&Co.

» Maintaining the required books and records wékpect to
the functions it performs.
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MS&Co. is responsible for:
» Executing, clearing, and settling securities $eations.

» Preparing and sending to you periodic statemehtgour
account as well as confirmations of the transastionyour
account(s). Certain of the information on your estagnts,
such as prices and descriptions of securities ataireed
from third parties. For more specific pricing infeation,
and prior to placing orders, MS&Co. suggests thati y
contact MSSB. In some cases, MSSB may instruct M&&C
to post transaction or other information to youcamt.
MS&Co. does not independently verify such inforroati
MS&Co. provides MSSB copies of each confirmatior an
statement sent to you.

» Custody (or safekeeping) of funds and securitievered
to MS&Co. on your behalf or received by MS&Co. in
connection with transactions in your account(s).&Z8. is
responsible for the handling of funds and securitidich it
holds or receives on your behalf in accordance \tlith
instructions given by MSSB..

» Receiving and delivering funds and securities Yaur
account in accordance with MSSB instructions. MS&{30
not responsible for any funds or securities whicd aot
actually delivered to it, or for any funds withdmavrom
your account(s) by MSSB or its employees.

» Extending credit to you in connection with buyiray
maintaining securities in your account(s). MS&Cadll wot
determine whether any extension of credit for whycu
apply or accept is suitable or appropriate for yés
described above, you and MSSB are responsible for
ensuring that your credit accounts are at all tifoesled in
compliance with Regulation T of the Federal Reséwvard,
the rules of the New York Stock Exchange, Inc., atfter
applicable self-regulatory organizations and thaskorules
of MS&Co.. These rules are exclusively for the pobibn
of MS&Co., and to the extent permitted by law, MS&C
will not be liable to you for any failure by MS&Cdo
comply with these rules. MS&Co. has the right tdeta
market action in your account if it does not ménet ¢redit
requirements. MSSB regularly receives from MS&Co.
information on the status of credit accounts anticacof
changes in MS&Co. house rules.

» Maintaining the required books and records wittpees to
the functions it performs.



