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Iltem 2: Material Changes

This section identifies and discusses material ghanto the These changes do not affect you if you have set opstodian
ADV brochure since the version of this brochureedaMarch other than MSSB or Citigroup Global Markets Incr fgur
28, 2011. For more details on any particular magilease see account. (Item 4.C)

the item in this ADV brochure referred to in thersuary below.

Merger of Investment Advisory Programs. MSSB used to
provide investment advisory services through twanetels. One
channel generally provided the investment advigmrygrams
previously provided by Smith Barney and/or CitigpoGlobal
Markets Inc., and the other channel generally predi the
investment advisory programs previously providedMgrgan
Stanley & Co. Incorporated. MSSB has now merged the
advisory programs previously provided in the Snittrney and
Morgan Stanley channels. (Item 4)

Implementing Investment Managers’ Strategies.Generally,
the investment manager determines the number afrifes to
buy and sell in each client account, constructdridge packages
for securities transactions, and then instructskdaraealers
(usually MSSB) to execute those trades. In cershintegies,
however, the manager provides a model portfolioMB8SB.
MSSB then determines the number of securities toand sell
to keep each client account invested accordingp¢omianager’s
model (subject to any client restrictions), constisuthe trade
packages and executes the trades. (Item 4.A)

Fees We Pay to Managers. In the Fiduciary Services and
Fiduciary Services - Legg Mason Manager prograns,pay
part of the fee we receive from you to your investtrmanagers
for the services they provide to you. We have ckdnthe
amounts we pay managers for some of the stratégighe
programs. (Item 4.A)

PWM Manager Assessment ProgramWe now offer the PWM
Manager Assessment Program to Morgan Stanley Brivat
Wealth Management clients. This program offerspbefolio
management services of unaffiliated managers, teeleand
approved by MSSB, together with consulting, custody
brokerage and performance reporting. See ItemfdrAnore
details on the program in general and Item 6.Anfare details

on how MSSB approves managers for this program.

Cash Sweeps. Any uninvested cash, and allocations to cash, in
your account are invested in either interest begabisnk deposit
accounts (“Deposit Accounts”) or money market funidisyou
have a Deposit Account, this may now be held atamaore of
the following banks affiliated with us: (i) MorgeBtanley Bank,
N.A., (ii) Morgan Stanley Private Bank, Nationalségiation or

(iii) Citibank, N.A. Each bank pays us a fee based your
Deposit Account balances (except on retirement splam
Coverdell Education Savings accounts). Your Fireln&dvisor
does not receive a portion of these fees.

If you have a retirement plan account or Coverd@llcation
Saving Account, the Exhibit to this ADV brochuréAffiliated
Money Market Funds Fee Disclosure Statement andatFlo
Disclosure Statement”) applies to your accountsExhibit has
information on the money market fund investmentsilable to
you, including fees and expenses.
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Item 4: Services, Fees and
Compensation

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

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

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

programs previously provided by Morgan Stanley & .Co manager.

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

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

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

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

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

your Private Wealth Advisor, as applicable.)

A. General Description of Programs and
Services

Fiduciary Services Program

The Fiduciary Services program offers you the didf
management services of managers, selected andvappiyy
MSSB, in a program that provides consulting, cugtod
brokerage and performance reporting. MSSB itselésdoot
provide asset management services in Fiduciaryi&esv

To invest in Fiduciary Services, we help you idigntyour
investment objectives, risk tolerance, and investméme
horizon. We generate an Investor Profile for yoat thets out
these responses, and identify suitable FiduciaryviGes
managers for you consistent with your Investor iro¥ou may
also consider other Fiduciary Services managerbjgsu to
minimum investment requirements).

Once you select a manager, we retain the manageyoan
behalf, and give the manager a copy of your InveBtofile to
review. A manager has no obligation to you unthias accepted
you as a client. The manager manages your accoghinakes
investment decisions in light of, among other tlingour
investment objectives and requirements (includingy a
restrictions). Sometimes Fiduciary Services marsadelegate
some of their duties to a subadvisor.

In the Fiduciary Services program, you sign a tlegreement
with MSSB. You do not sign a separate agreemett thie
manager.

The decision to participate in Fiduciary Servicesd athe
selection of the manager(s) is your decision asgdamsibility.

Changes to Investment ManagerManagers provide advisory
services to Fiduciary Services clients under aneegent
between MSSB and the manager. MSSB may terminate th
investment manager’'s agreement with MSSB for arasas.
Managers may terminate the agreement, or theiicgsrto one

or more clients, for any reason, generally on éneefperiod of
notice to MSSB.

If your manager is terminated from the Fiduciaryn@es
program, we will notify you and ask you to selectnaw
Our notice may also identify an appré@ria
replacement manager selected by us. If you deelett a new
manager within the time frame prescribed in ouiagoand if the
notice specified a new manager, your assets wilinvested
with the replacement manager identified in the acetince that
manager accepts your account.

You may change a manager for any reason by congphyith
MSSB’s procedures for manager changes. Your Fiahnc
Advisor may recommend a change of managers if, gaur
investment objectives or market conditions changeif,ofor
some other reason, another manager would be mpre@gmate
for you.

Implementing Investment Managers’ StrategieGenerally, the
manager determines the number of securities toadmaysell in
each client account, constructs the trade packigesecurities
transactions, and then instructs broker-dealergsaflys MSSB)
to execute those trades.

In certain strategies, however, Legg Mason Privatetfolio
Group, LLC (as the manager) provides a model plastfto
MSSB. MSSB then determines the number of securitidsuy
and sell to keep each client account invested domprto the
manager’'s model (subject to any client restricipe®nstructs
the trade packages and executes the trades. Tiliesao:

- those strategies with “ClearBridge” in the strategy
name (except for ClearBridge Multi-Cap Growth), but
only to the equity component of any ClearBridge
strategy investing in both equity and fixed incoamel

e Global Currents International Value Equity.

In some of these strategies, the manager has elaefdérred
certain other administrative responsibilities to 885



Fiduciary Services — Legg Mason Manager Program

The Fiduciary Services — Legg Mason Manager (“Lbgson”)
program is substantially similar to the Fiduciarer8ces
program described above except that:

Legg Mason Private Portfolio, LLC is the managend a
may appoint subadvisers and

MSSB implements investment instructions from
manager concerning the securities to buy, sell ad ln

brokerage account. If your account becomes a bagke
account, you will no longer have an investment ngana
managing your account, and you will be responditmemaking

all investment decisions for your account.

You may change a manager for any reason by congphyith
MSSB’s procedures for manager changes. Your Fiahnc

theAdvisor may recommend a change of managers if, gaur

investment objectives or market conditions changeif,ofor

client accounts (and determines the number of suckome other reason, another manager would be mpremmte

securities) according to rules and procedures dgreeby

for you.

MSSB and the manager, and places trade orders with
broker-dealers selected by MSSB (or, if the managemvestment Management Services Program

designates the broker-dealer, communicates the tader
to that broker-dealer).

The subadvisers currently available in the programe
ClearBridge Advisors, LLC, Western Asset
Company, Brandywine Global Investment ManagememhiC L
and Global Currents Investment Management, LLC. es€h
subadvisers are affiliated with Legg Mason PrivBtrtfolio,
LLC. Your answers to the Investor Questionnairell wi
determine which, if any, subadvisers are suitatre/u.

The Legg Mason program is closed to new clients.

Consulting and Evaluation Services Program

The Consulting and Evaluation Services (“CES”) pang offers

you the portfolio management services of unaffihtanagers,
selected and approved by MSSB, in a program thaviges

consulting, custody, brokerage and performancertiego

To patrticipate in the CES program, you sign sepaagteements
with MSSB and each of your selected managers, aay p
separate fees to MSSB and each manager. You deleg
investment discretion directly to the managers, leviMSSB
provides consulting, custody, brokerage and admnatige
services. Certain clients may also elect, subjdur approval,
not to receive all the services available from MSBBCES.
You may open multiple accounts, each managed byr@areager
according to a specific investment style.

After receiving appropriate information from yougvidentify
several CES managers suitable for you. You may edssider
other CES managers (subject to minimum investme
requirements). The manager you select has theasl®rity to
manage your account and make investment decisiplighi of,
among other things, your investment objectives
requirements (including any restrictions). Some8mCES
managers delegate some of their duties to a suterdvi

an

The decision to participate in CES and the selactié the
manager(s) is your decision and responsibility

Changes to Investment Manager#f. one of your managers is
terminated from the CES program, you may chooderainate
your agreement with the manager and select a nevagea for
your account so that you continue to receive thevices
available in the CES program. If you choose to a@nyour
contract with the manager, your account will become

Managemen

Certain clients may wish to obtain MSSB’s servicessome
ways similar to CES, but use a manager or invedtreieategy
not approved by MSSB for the CES program. For exemp
ome such clients have a pre-existing relationshiih that

anager, and their investment with that managenes part of
their overall advisory relationship with MSSB.

We may accommodate you in the Investment Management
Services (“IMS”) program. Although you are not o#d the
manager identification, review and monitoring Seegi
described below, IMS offers execution, custody dwabkic
performance reporting for your account. Managers gelect

in the IMS program are not recommended nor apprdweds,

and we do not monitor and evaluate them.

PWM Manager Assessment Program

The PWM Manager Assessment Program (“PWM MAP”) isffe
the portfolio management services of unaffiliateénagers,
selected and approved by MSSB, in a program thaviges
consulting, custody, brokerage and performancertiego PWM
MAP is only available to Morgan Stanley Private \Mea
?\Planagement clients.

To participate in PWM MAP, you sign separate agreeis with
MSSB and each of your selected managers, and pzarate
fees to MSSB and each manager. You delegate ineastm
discretion directly to the managers, while MSSB vies
consulting, custody, brokerage and administratiwsvises.
Certain clients may also elect, subject to our apalr not to
receive all the services available from MSSB in PVIMP.
You may open multiple accounts, each managed byrv@areager

nélccording to a specific investment style.

After receiving appropriate information from yougvidentify
WM MAP managers suitable for you. You may alsosieber
other PWM MAP managers (subject to minimum investime
requirements). The manager you select has theastf®rity to
manage your account and make investment decisiplighi of,

among other things, your investment objectives
requirements (including any restrictions). SomesmPWM
MAP managers delegate some of their duties to adstiger.

and

The decision to participate in PWM MAP and the sibtm of
the manager(s) is your decision and responsibility

Changes to Investment Manager#. one of your managers is
terminated from PWM MAP, you may choose to ternenabur



agreement with the manager and select a new maf@aggour
account so that you continue to receive the sesvésmilable in
PWM MAP. If you choose to maintain your contractiwthe
manager, your account will become a brokerage adcouf
your account becomes a brokerage account, younwilonger
have an investment manager managing your accouodtyau
will be responsible for making all investment démis for your
account.

You may change a manager for any reason by congphyith
MSSB’s procedures for manager changes.
Wealth Advisor may recommend a change of manadeesd.,
your investment objectives or market conditionsngfeaor if, for
some other reason, another manager would be mpremfate
for you.

Restrictions

In the Fiduciary Services and Legg Mason prograyos, may
impose reasonable restrictions on account invessneror

example, you may restrict the manager from buyipgcsic

securities or a category of securities (e.g., tobamompanies).
If you restrict a category of securities, we widtdrmine which
specific securities fall within the restricted agdey. In doing
so, we may rely on outside sources (e.g. standahastry codes
and research provided by independent service peosjd If

you hold mutual fund shares in your account, yoonca place
restrictions on the types of securities held byrthaual fund.

In CES, IMS and MAP, you should contact your mamatge
determine what types of restrictions you may place your
account.

Trade Confirmations, Account Statements and
Performance Reviews

Unless you have appointed another custodian in cgram
where you may do so, MSSB is the custodian andigeswou
with written confirmation of securities transactprand account
statements at least quarterly. You may waive theipe of trade
confirmations after the completion of each tradefamor of
alterative methods of communication where availa¥leu may
also receive mutual fund prospectuses, where apptep

We provide written Investment Monitors to you evepyarter.
These reviews have tabular reports and graphicaplaiis
showing how your account investments have perforrheth on
an absolute basis and on a relative basis companextognized
indices (such as Standard & Poor’s indices). Y@y raccess
these reports through MSSB’s online account sesvgite. To
enroll your account in the online account servite, please go
to https://www.morganstanleyclientserv.com/Free
Content/Enrollments/ldentification.aspx and follolke step-by-
step instructions. If, however, you would like teceive these
reports by mail, please call 1-888-454-3965.

Risks

All trading in your account is at your risk. Theluwa of the
assets in your account is subject to a varietyaofdrs, such as
the liquidity and volatility of the securities matk. We and the
managers do not guarantee performance, and a managst
performance with respect to other accounts doegnealict your
account’s future performance.

Risks Relating to Money Market Funds.An investment in a
money market fund is neither insured nor guarantegdhe

Your Rrivatpegery| Deposit Insurance Corporation (“FDIC") aty aother

government agency. Although money market fundk gee
preserve the value of your investment at $1.00spare, there is
no assurance that will occur, and it is possibléot® money if
the fund value per share falls. Moreover, in some
circumstances, money market funds may be forcedetmse
operations when the value of a fund drops below@&Iper
share. If this happens, the fund’s holdings ageitiated and
distributed to the fund’s shareholders. This litption process
could take up to a month or more. During that tirtteese
funds would not be available to you to support pases,
withdrawals and, if applicable, check writing or MTdebits
from your account.

Risks Relating to Differing Classes of SecuritieBRifferent

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

For other risks relating to the particular stratggy hold in your
account, see your manager’'s Firm Brochure. Foragers in
the Fiduciary Services program, the current copy yotir
manager’s Firm Brochure is online at
www.morganstanley.com/ADV, or you can ask your Rinial
Advisor for a copy.

Tax Considerations

Replacing a manager may result in sales of seesirétind subject
you to additional income tax obligations. Consyibur
independent tax advisor, as MSSB and its affiliats not
provide tax or legal advice.

Fees

Fiduciary Services and Legg Mason Program Fe&®u pay a
single asset-based fee, charged quarterly, tha&rsdkie services
provided by MSSB and the managers you select. Tdndmum
annual fee rates are:

e 2.97% for equity (except index equity) and balanced
accounts, and

e 2.82% for fixed income and index equity accounts.

We, on your behalf, pay part of the fee we recdiven you to
your selected manager(s) for the manager’s sergicesded to
you. The amount of this payment is calculatedtenvialue of
assets in your account managed by that managedegrehds on
the investment strategy. The following fee schedapplies to
most managers (and other managers are being moved t



Strategy Payment to managers
(annualized)

Large Cap 34 bps

Equity Balanced

All Cap 36 bps

Convertibles

International 38 bps

Global

Global Balanced

Emerging Markets 40 bps

Mid Cap 40 bps

Small Cap 42 bps

SMID Cap

Index Equity 28 bps

Real Estate Investment Trusts 36 bps

(REITS)

Commodities 40 bps

Sector-Specific 40 bps

High Yield Fixed Income 32 bps

Preferred Securities 30 bps

Municipal Fixed Income 20-25 bps

Broad Market Fixed Income 28 bps

Core Fixed Income 23 bps

Hybrid Fixed Income 35 bps

We may change these amounts from time to time witho
notifying you.

For equity (except index equity) and balanced astuwe

segregate 0.47% of the fee we charge you (or,ixedfincome

and index equity accounts, 0.32% of the fee) amdyagome or
all of it to the asset-based fee paid to managessribed above.
When the payment to a manager is less than theegatgd

amount (0.47% or 0.32%), we retain a larger patheffee we
charge you. Thus, we have an incentive to recommeanthgers
that are paid less, because we retain a highetffde payment
to the manager is greater than the segregated amesisupport
the fee to the manager and in effect retain a tqsse of the fee
we charge you.

We do not pay any part of the segregated amouFirtancial
Advisors, who therefore have no direct financiatentive to
recommend one manager over another manager offehag
same type of strategy. However, Financial Advisors’
compensation is directly affected by the size afry@nnual fee.

CES and IMS Fees. You pay MSSB and the manager
separately for the services each provides in th& ©E IMS
program.

You may pay us for our services by:

an asset-based fee (at a maximum annual fee r&eéWf for
CES and IMS) or

directed brokerage (i.e. paying commission on astation-
by-transaction basis). Our separate Firm Broclalmgut the

Alternatively, in some cases, CES clients may niagotan
annual fixed dollar amount, paid quarterly.

Each manager charges you a separate fee for isesgrWe do
not pay the manager any part of the fee or otherpemsation
you pay to us.

PWM MAP Fees. You pay MSSB and the manager separately
for the services each provides in PWM MAP. You payan
asset-based fee for our services at a maximum afeeigate of
2.5%

Each manager charges you a separate fee for vissgrWe do
not pay the manager any part of the fee or otherpemsation
you pay to us.

Fees are Negotiable. Fees for the programs described in this
brochure are negotiable based on a number of fa¢taeluding
the type and size of the account and the rangemices we
provide). In special circumstances, and with tHents
agreement, the fee charged to a client for an atcmay be
more than the maximum annual fee stated in thiiosec

When Fees are Payabl&@he fee is payable as described in your
client agreement. Generally, the initial fee i€ d full on the
date you open your account and is based on theemaakue of
the account on that date. The initial fee payneers the
period from the opening date through (at your @egtthe last
business day of the current quarter or the next dalendar
quarter and is prorated accordingly. Thereafte,fee is paid
quarterly in advance based on the account’s makket on the
last business day of the previous calendar quartdris due the
following business day. Your client agreement atittes
CGM or MSSG to deduct fees, when due, from thetassehe
account.

Breakpoints. Fees may be a fixed rate applying to all assets i
your account or a schedule of rates applying téediht asset
levels or “breakpoints.” When the fee is expressee schedule
of rates corresponding to different breakpointy, discounts are
negotiated separately for each breakpoint. As thkiev of
account assets reaches the various breakpointsn¢remental
assets above each threshold are charged the dppliegdes. The
effective fee rate for the account as a whole énth weighted
average of the scheduled rates, and may changeheitaccount
asset level.

Each manager and strategy you hold in the progidessribed
in this brochure is held in a separate account) évield in the
same program.

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

purposes, you can benefit even more from existireghpoints.
If you have two accounts, the “related” fees on ot #1 are
calculated by applying your total assets (i.e. @sseAccount #1

CES and IMS programs, available from your Financial® assets in Account #2) to the Account #1 breakpoiecause

Advisor, describes the directed brokerage fee aptio

this amount is greater than the amount of assel@ysmn

Account #1, you may have a greater proportion séssubject
to lower fee rates, which in turn lowers the averéep rate for
Account #1. This average fee rate is then multipligy the



actual amount of assets in Account #1 to deterithieelollar fee
for Account #1. Likewise, the total assets are iggdpto the
Account #2 breakpoints to determine the averagerdde for
Account #2, which is then multiplied by the actaamhount of
assets in Account #2 to determine the dollar fed\frount #2.

Only certain accounts may be related for billinggmses, based
on the law and our policies and procedures. Everergvh
accounts are eligible to be related, they will ohby related if
this is specifically agreed between you and younaRcial

Advisor.

B. Comparing Costs

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

addition to the program fee, and the amount ofitigadn the

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

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

C. Additional Fees

If you open an account in one of the programs desdrin this
brochure, you will pay us an asset-based fee farseuvices
including, where applicable, custody of securitesd trade
execution. The program fees do not cover:

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

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

brokerage commissions or other charges resultiogn fr
transactions not effected through us or our aféka

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

account closing/transfer costs
processing fees or

certain other costs or charges that may be impbgatird
parties (including, among other things, odd-lofeténtials,
transfer taxes, foreign custody fees, exchange, fee

supplemental transaction fees, regulatory feesotimer fees
or taxes that may be imposed pursuant to law).

Cash Sweeps

Generally, some portion of your account will bechl cash. If
MSSB acts as custodian for your account, it wileef “sweep”
transactions of uninvested cash and allocatiormsi$d, if any, in
your account into:

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

money market mutual funds (each, a “Money Marketd®u
and, together with BDP Deposit Accounts, “Sweep
Investments”). The Money Market Funds are mandned
Morgan Stanley Investment Advisors Inc. or anofi&SB
affiliate.

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

Clients with accounts that are retirement plan aot® or
Coverdell Education Savings Accounts should re@dBERhibit
to this brochure (“Affiliated Money Market Funds d-e
Disclosure Statement and Float Disclosure Statéinent

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

Bank Deposit Program. Through the Bank Deposit Program,
Deposit Accounts are established for you at oneare of the
following banks (individually and collectively, théSweep
Banks”): (i) Morgan Stanley Bank, N.A. (i) MorgaBtanley
Private Bank, National Association or (iii) CitidgrN.A. The
Sweep Banks are affiliated with MSSB. The SweepkBaray
interest on the Deposit Accounts established urtder BDP.
Your deposits at the Sweep Banks will be insurethleyFederal
Deposit Insurance Corporation (“FDIC") up to apphte limits,
in accordance with FDIC rules, and subject to agafien of all
the accounts (including certificates of deposigttiiou hold at
the Sweep Banks in the same capacity. Bank depbsiid
through the BDP are not covered by SIPC or excegsrage.

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

MSSB account establishment or maintenance fees fo]?erms of the Bank Deposit Program are further diesdrin the

Bank Deposit Program Disclosure Statement, which hbé
provided to you upon your first investment in thanB Deposit
Program. You may also obtain the Bank Deposit Ruogr
Disclosure Statement as well as current interg¢esrapplicable
to your account, by contacting your Financial Advisor
through MSSB's web site at
www.morganstanleyindividual.com/accountoptionsiaadissets/
investmentfeatures. We may amend the list of Svigsaks at
any time with or without notice to you. If you gparticipating
in the Bank Deposit Program, please read the BaagoBit
%rogram Disclosure Statement carefully.



Please note the following: (i) you are responstblenonitor the
total amount of deposits you have at each Sweex Baorder
to determine the extent of FDIC insurance covemagglable to
you; and (ii) MSSB is not responsible for any iresiiror
uninsured portion of your deposits at any of thee&wBanks.

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

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

recommending BDP as the Sweep Investment, ratreer #m
eligible Money Market Fund.

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

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

If a Money Market Fund is your Sweep Investmentu yo

authorize us, as your agent, to make investmentsam
redemptions from, the Money Market Fund.

Each of these Money Market Funds is a separatestiment

with different investment objectives. Their feesgpenses,
minimum investment requirements, dividend policiesd

procedures may vary. Before you invest in any Moarket

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

money market fund, not a bank deposit.

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

In addition, certain of the Money Market Funds havi@imum
balance requirements. For eligible accounts, ifryiouestment
falls below the minimum balance requirement, MSSBym
redeem and reinvest all of your shares in the BORce your
sweep option has been changed, we will not autcalti
change it back to your previous Sweep Investmeah éf/you
meet the minimum initial investment and/or

requirements. You must contact your Financial Advi® do so.
However, if a pattern develops of falling below thenimum
balance requirement, we may preclude you from iinvgsin
that Sweep Investment in the future.

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

Since the Money Market Funds are sponsored or neghay
MSSB affiliates, those MSSB affiliates receive advy fees and
may receive other fees from the Money Market Fuifid@ur
account cash balances are invested in the MonekaWi&unds.
Therefore, MSSB has a conflict of interest in sttec or
recommending the Money Market Funds as your Sweep
Investment. For retirement accounts with cash e&lamvested

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

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

Mutual Funds
The manager may purchase certain mutual funds onhbehalf.

You understand t tha The funds may include:

e mutual funds available only to managed accounhtdi@nd
that do not charge fund-level investment advisory,
management or administration fees (“Managed Account
Funds”) or

+ other mutual funds.

The Managed Account Fund shares will be redeenrati pther
mutual fund shares held in the Account may be nedee on a
manager change, on account termination or if foy ather
reason you cease to be eligible to hold those shdfer a
taxable account, there will be tax consequencescated with
the redemption.

If your account is terminated for any reason andtithe time of

termination, your account includes mutual fundshare classes
that are not available in non-advisory accountsyweg convert

these funds to a share class that is availableomaulvisory

accounts (even though the expense ratio for treestlass may
be higher than the expense ratio for the shares afshe fund

previously held in your account).

If a manager uses an open- or closed-end mutua @rnan
exchange-traded fund, any such fund may pay its seyparate
investment advisory fees and other expenses tiutitemanager
or other service provider. In addition, an open-emgual fund
may charge distribution or servicing fees. In bo#ses, these
fees or expenses will be in addition to the fee pay to us or

ba|ancethe manager on your account.



D. Compensation to Financial Advisors

If you invest in one of the programs described in incechure,
we allocate to your Financial Advisor, on an ongolrasis, part
of the fees payable to us in connection with yotooant. The
Financial Advisor may receive different compengatio
depending on which program you invest in, the aglsat within

a program that you select (e.g. equity vs. fixezbime), and the
rate and amount of your fee. The amount we alotatyour
Financial Advisor in connection with accounts opgni
programs described in this brochure may be mora thgou
participate in other MSSB investment advisory pamgs, or if
you pay separately for investment advice, brokeragg other
services. The rate of compensation we pay FinhAdugisors
with respect to program account fees is typicalghbr than the
rate we pay Financial
transaction-based brokerage accounts. Your FiabAclvisor
may therefore have a financial incentive to recominene of
the programs in this brochure (or asset classésnnét program)
instead of other MSSB programs or services.

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

Item 5: Account Requirements and
Types of Clients

Account Minimums. In the Fiduciary Services and Legg
Mason programs, the account minimums are generally:

$100,000 for most equity, balanced and taxabledfixeome
accounts and

$250,000 or higher for most municipal bond, higklgiand
tax-efficient equity accounts.

Minimums may vary by manager.

In CES, IMS and MAP, minimum account sizes arebgeéach
manager and generally range from $100,000 to $Homibr
higher.

Types of Clients. Our clients include individuals, trusts,
banking or thrift institutions, pension and prddhharing plans,

plan participants, other pooled investment vehi¢keg., hedge

funds), charitable organizations, corporationseothusinesses,
state or municipal government entities, investmelobs and

other entities.
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Advisors on trades executed i

Iltem 6: Portfolio Manager Selection
and Evaluation

Selection and Review of Portfolio
Managers for the Programs

Fiduciary Services, Legg Mason and CES Programs

In the Fiduciary Services, Legg Mason and CES @ogr we
offer a wide range of investment managers that axe Iselected
and approved. Section Item 4.A above describedb#sis on
which we recommend particular managers to particclients.

This Item 6.A describes more generally how we sebud

terminate managers from the Fiduciary Services,gLbtason
and CES programs. If managers have more than toaiegy,

we may include only some of those strategies inpitegrams
described in this brochure, may carry differentatstgies in
different programs, and assign different statusedifferent

strategies.

A.

Our Consulting Group Investment Advisor Researgbadenent
(“CG IAR") evaluates managers. Managers may only
participate in the Fiduciary Services, Legg Masan GES
programs if they are on CG IAR’s Focus List or Apped List
discussed below. The Focus List and Approved higt at
www.morganstanleyindividual.com/accountoptions/nggathmo
ney/manager/default.asp (or you can ask your FinhAclvisor
for these lists). In each program, only some ofrtfenagers on
the Focus List and Approved List may be availabléThe
mutual funds and ETFs on the Focus List and Appidust are
not offered in the Fiduciary Services, Legg Masom &ES
programs.)

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

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

client demand and

the manager’s minimum account size.

We automatically terminate managers in the Fidyc&ervices,
Legg Mason and CES programs if CG IAR downgrademtko
“Not Approved.” We may terminate managers fromsthe
program for other reasons (e.g., the manager haw $evel of
assets under management in the program, the mareger
limited capacity for further investment, or the ragar is not
complying with our polices and procedures).

Focus List. To be considered for the Focus List, a manager
provides CG IAR with relevant documentation on #teategy
being evaluated, which may include sample portfliasset
allocation histories, its Form ADV (the form thatvestment
managers use to register with the SEC), past pedoce
information and marketing literature. For verificat purposes,
as part of the review process CG IAR may compare th
manager’'s reported performance with the performaotea
cross-section of actual accounts calculated by 8& CG IAR
personnel may also interview the manager and ipkesonnel,
and examine its operations. Following this revievogess,



managers are placed on the Focus List if they mheetequired
standards for Focus List status.

CG IAR periodically reviews managers on the Focist.L CG
IAR considers a broad range of factors (includingestment
performance, staffing, operational issues and firzdn
condition). Among other things, CG IAR personnelemiew
each manager periodically to discuss these mattéf<CG IAR
is familiar with a manager following repeated revée CG IAR
is likely to focus on quantitative analysis anceimtews and not
require in-person meetings. CG IAR may also revithe
collective performance of a composite of the MSSBoants
managed by a manager and compare this performarmestall
performance data provided by the manager, anditherstigate
any material deviations.

program or account.
options.

Ask your Financial Advisor atbthese

In the Fiduciary Services program, MSSB genergiigcifies a
replacement manager (as discussed in Item 4.A 3above

selecting the replacement manager, CG IAR geneladls for

a manager in the same asset class, and with siatitédyutes and
holdings to the terminated manager. The replacemanager
will typically be on the Focus List.

Watch Policy.CG IAR has a “Watch” policy for managers on
the Focus List and Approved List. Watch statusdatis that, in
reviewing a manager, CG IAR has identified specifieas of
the manager’s business that (a) merit further eteln by CG
IAR and (b) may, but are not certain to, resulthie manager
becoming “Not Approved.” Putting a manager on Wadldes

Approved List. The process for considering managers for thewot signify an actual change in CG IAR opinion risrit a

Approved List is less comprehensive, and evaluaisous
qualitative and quantitative factors. These inelyzersonnel
depth, turnover and experience; investment prockasiness
and organization characteristics; and investmemfopaance.

guarantee that CG IAR will downgrade the managene T
duration of a Watch status depends on how long && heeds
to evaluate the manager and for the manager teeasidny areas
of concern. For additional information, ask yournddicial

CG IAR may use an algorithm — a rules-based scoringdvisor for a copy of CG IAR’s Watch Policy.

mechanism — that reviews various qualitative andntjtative
factors and ranks each manager in a third pargbdate. (Not all
managers reviewed for the Approved List are subjecthis
algorithm.) CG IAR analysts analyze the
contained in the algorithm to gauge the completenasd
consistency of the data which drive the rankingsl then send
the manager additional information requests. CG I|&Rn

Tactical Opportunities List. CG IAR also has a Tactical
Opportunities List. This consists of certain maragon the

informatio Focus List or Approved List recommended for investimat a

given time based in part on then-existing tactaggdortunities in
the market.

determines whether the manager meets the standards pwWM MAP

Approved List status. Furthermore, CG IAR may satd a
manager under the evaluation process for the Hastusut then
decide to instead put it on the Approved List.

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

Changes in Status from Focus List to Approved Libt.light of
the differing evaluation methodology and standafdss the
Focus List and Approved List, CG IAR may determthat a
manager no longer meets the criteria for the Fadgsisor will
no longer be reviewed under the Focus List reviesc@ss, but
meets the criteria for the Approved List. If so, 885 generally
notifies program clients regarding such status ghanon a
quarterly basis.

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

recommended in MSSB investment advisory program& W

notify affected clients of these downgrades. Yaaormt retain
downgraded managers in your Fiduciary ServicesglLidgson
or CES accounts and must select a replacement fiwen
Approved List or Focus List, and that is availabie the
program, if you wish to retain the program’s betsefin respect
of the affected assets.

In some circumstances, you may be able to retaminated
managers in another advisory program or in a begeraccount
subject to the regular terms and conditions applyia that
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Managers in PWM MAP are reviewed by select teams in

Morgan Stanley Private Wealth Management or Gragsto
Consulting (“Graystone”). (Graystone is an MSSBsihass
unit providing a wide range of investment consuyjtgervices to
institutional and high net worth individual clients$ is separate
from the Morgan Stanley Private Wealth Managemerisidn.)

The reviewing team uses a proprietary tool thaessss all
separate account managers in a third party databasarrow
the list of potential investment managers for cdestion. It
then generally conducts further analysis on marsdecusing
on qualitative factors (e.g., quality of investmgmbfessionals
and the manager’s investment process).

If the manager is being reviewed by a Private Wealt
Management team, the Research Management Comraittee
reviews and, if appropriate, approves the managdihe
Research Management Committee reviews certain ptedu
made available in Consulting Group programs.) # thanager
is being reviewed by a Graystone team, the Gragsiinector
of Institutional Investments reviews the due ditige for
completeness. Once a manager has been approveithey e
reviewing team, it is available for PWM MAP, Graysé
Consulting and certain other clients.

The reviewing team generally conducts periodicofeup due
diligence on approved managers (including followHuerviews
with the manager).



Other Relationships with Managers

Some managers approved for use in programs in ABY
brochure may have business relationships with usoor
affiliates. For example, a manager may use MS&QCoa Citi
affiliate as its broker or may be an investmentkian client of
MS&Co. or a Citi affiliate. We do not consider tagristence nor
lack of a business relationship in determining \ubketto
approve or maintain a manager.

Calculating Portfolio Managers’ Performance

In the Fiduciary Services and Legg Mason programvs,
generally present 10 years of a portfolio managegidormance
history in reports available to clients. For pdsobefore

Payments from ManagersManagers participating in MSSB-
sponsored internal training and education conferenand
meetings may make payments to, or for the bengfii8SB or
its Financial Advisors to offset the expenses iredirfor these
events. On request, your Financial Advisor can jgi®you with
a schedule of these payments.

While we provide sponsorship opportunities to adrmagers of
separately managed accounts and mutual funds in
investment advisory programs, certain managererfed to as
“Global Partners”) dedicate significant financiahda staffing
resources to these activities. Global Partners meneive
additional opportunities to sponsor MSSB events praimote
their products to Financial Advisors and clienthisTcould lead

MSSB merged its SB Channel and MS Channel, thiginancial Advisors to focus on products manageaiyGlobal

performance history is based on the manager’s pedoce in
either the MS Channel Fiduciary Services progranther SB

Partners when recommending products to clienteausof those
from other managers that do not commit similar veses to

Channel Fiduciary Services program. We calculatés th gqycational, marketing and other promotional efortMSSB

performance using both asset-weighted and equajhted
monthly performance returns for the manager contpakita.

We do not have a third party review this compositeirn data.
Instead, we perform a monthly reconciliation on theividual
accounts in the composite.
performance returns for individual accounts to tmenthly
performance returns for their peer accounts in #ane
investment style. We then review any outstandiogtlfers”
that have significantly higher or lower monthly foemance
returns than the average peer account in the sawestment
style.

If we do not have a performance track record foyéérs based
on our own program data, we generally show perfoceadata
supplied by the manager for earlier periods so yoat can see
10 years of performance. In this case, the mandg@rmines
the standards used to calculate this data.

We do not calculate composite manager performanc€ES,
IMS or PWM MAP.

B. Conflicts of Interest
In the programs described in this brochure, ndiaiis, related

persons or supervised persons of MSSB act as fortfo

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

Advisory vs. Brokerage Account$ISSB and your Financial
Advisor are likely to earn more compensation if youest in a

program described in this brochure than if you opdmmokerage
account to buy individual securities (although,arbrokerage
account, you would not receive all the benefitshaf programs
described in the brochure). Financial Advisors afi§&SB

therefore have a financial incentive to recommend of these
programs described in this brochure. We addrdssctinflict

of interest by disclosing it to you and by requirifinancial

Advisors’ supervisors to review your account atcastt-opening
to ensure that it is suitable for you in light ohtters such as
your investment objectives and financial circumestam
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selects managers to be Global Partners based ottitgtige and
qualitative criteria.

Managers may also sponsor their own educationalecemces
and pay expenses of Financial Advisors attendiegehevents.

We compare the monthly;ssp's policies require that the training or edigaal portion

of these conferences comprises substantially althef event.
Managers may sponsor educational meetings or sesnina
which clients as well as Financial Advisors areitew to
participate.

Managers are allowed to occasionally give nominidtls g¢o
Financial Advisors, and to occasionally entertaimaRcial
Advisors, subject to a limit of $1,000 per employser year.
MSSB’s non-cash compensation policies set condition each
of these types of payments, and do not permit aiftg gr
entertainment conditioned on achieving a salesetargOn
request, your Financial Advisor can provide youhwan annual
estimate of the aggregate value of gifts or entariant that
managers pay or provide to MSSB or particular Fomen
Advisors.

We address conflicts of interest by ensuring tht payments
described in this “Payments to Managers” sectiomdorelate
to any particular transactions or investment mageM5SB
clients with managers. Managers participating nogpams
described in this brochure are not required to naakeof these
types of payments. The payments described in ghigion
comply with FINRA rules relating to such activities

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

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

account.

Trading or Issuing Securities in, or Linked to Sedties in,
Client Accounts. MSSB, MS&Co., CGM and their affiliates
may provide bids and offers, and may act as praiciparket
maker, in respect of the same securities heldientchccounts.
MSSB, the managers in its programs, MS&Co., CGM tair

our



affiliates and employees may hold a position (l@ngshort) in
the same securities held in client accounts. MSEB&Co.,

CGM and/or their affiliates are regular issuersrafied financial
instruments linked to securities that may be puseban client
accounts. From time to time, the trading of MS&Bnanager
or their affiliates — both for their proprietarycaants and for
client accounts — may be detrimental to securitiekl by a
client and thus create a conflict of interest. ‘AtEress this
conflict by disclosing it to you.

MSSB, managers and their affiliates are not obdigab effect
any transaction that they believe would violateefadl or state
law, or the regulations of any regulatory or selfulatory body.

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

Trade Allocations.Your manager may aggregate the securitieshe objectivity of their research reports.

to buy or sell for more than one client to obtaavdrable
execution to the extent permitted by law. The nganas then
responsible for allocating the trade in a mannat ih equitable
and consistent with its fiduciary duty to its clierf{which could
include, e.g., pro rata allocation, random allawator rotation
allocation). For block trade orders executed by SBSor

CGM, the price to each client is the average pifice the

aggregate order. (In the Legg Mason program, MS&Bomms

these trade allocation functions as part of itsedudlescribed in
Item 4.A above.)

Services Provided to Other Clientd4SSB, MS&Co., CGM,
managers and their affiliates provide a variety safrvices
(including research, brokerage, asset managemeadling,
lending and investment banking services) for eableroand for
various clients, including issuers of securitiegttmay be
recommended for purchase or sale by clients orodrerwise
held in client accounts, and managers in the progrdescribed
in this brochure. MSSB, managers, MS&Co., CGM ahelirt
affiliates receive compensation and fees in conmeatith these
services. MSSB believes that the nature and rahgdiemts to
which such services are rendered is such that itildvde
inadvisable to exclude categorically all of thesenpanies from
an account. Accordingly, it is likely that secwegiin an account
will include some of the securities of companies Which
MSSB, managers, MS&Co., CGM and their affiliategfqen
investment banking or other services.

Restrictions on Securities Transaction$here may be periods
during which MSSB or managers are not permittethitcate or
recommend certain types of transactions in the rie of
issuers for which MS&Co., Citi or one of their #fftes is
performing broker-dealer or investment banking mewor have
confidential or material non-public information. fhermore, in
certain investment advisory programs, MSSB maydrepelled
to forgo trading in, or providing advice regardinglorgan
Stanley Parent or Citi securities, and in certalated securities.
These restrictions may adversely impact your
performance.

MSSB, the managers and their affiliates may alsweld@

analyses and/or evaluations of securities sold ipregram

described in this brochure, as well as buy and ie&drests in

securities on behalf of their proprietary or cli@stounts. These
analyses, evaluations and purchase and sale mdivére

proprietary and confidential, and MSSB will not dase them
to clients. MSSB may not be able to act, in resmpdatlients’

account, on any such information, analyses or etialns.
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Certain Trading Systemdf MSSB directly or indirectly effects
client trades through exchanges, electronic comaoatioin
networks or other alternative trading systems (timg
Systems”) in which its affiliates have an ownersiperest,
these affiliates may receive an indirect econongndfit based
on their ownership interest. Currently, affiliates MSSB
(including affiliates of MS&Co. and Citi) own ovéi% of the
voting securities of certain Trading Systems, idolg BATS
Trading, Inc., operator of BATS Electronic Tradilgtwork
(commonly known as “BATS"); the entities that owmdacontrol
the Block Interest Discovery System (commonly knoas
“BIDS”); LavaFlow Inc.; EBX Group, LLC; ELX Futures
Holdings, LLC; ELX Futures, LP; TheMuniCenter; Autated
Trading Desk Financial Services LLC; Automated TmgdDesk
Brokerage Services LLC; Boston Options ExchangeC.LEX
Alliance Inc.; and National Securities ExchangehedtTrading
Systems on which MSSB may execute trades for clieabunts
include Archipelago; eSpeed; Instinet; NYFIX; Tra&CN;
BondDesk; ValuBond; NYSE Euronext; TradeWeb; and
MarketAxe. The Trading Systems on which MSSB traftgs
client accounts and in which affiliates of MSSB owterests
may change from time to time. You may contact yemancial
Advisor for an up-to-date list of Trading Systenms which
affiliates of MSSB own interests and on which MS&Bd/or
MS&Co. trades for client accounts.

Certain Trading Systems offer cash credits for rdthat
provide liquidity to their books and charge expliéées for
orders that extract liquidity from their books. Fradime to time,
the amount of credits that MSSB, MS&Co. and/or CGM
receives from one or more Trading System may exdbed
amount that is charged. Under these limited circantes, such
payments would constitute payment for order flow.

Certain Trading Systems through which MSSB and/&&@o.
may directly or indirectly effect client trades ex&e

accourtransactions on a “blind” basis, so that a partyattransaction

does not know the identity of the counterpartyh® transaction.
It is possible that an order for a client accoumat tis executed
through such a Trading System could be automaficalitched
with a counterparty that is (i) another investmadtisory or

brokerage client of MSSB or one of its affiliates(i)) MSSB or

one of its affiliates acting for its own proprigtaccounts.

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

agreements were entered into between or involvargesor all

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

following:



Order Flow. An agreement that, subject to best executionavailable to you and your Financial Advisor for sahiation on
MSSB will transmit an agreed percentage of cliemteos the management of the account and your finandiaason and
for the purchase and sale of securities to MS&@iti, investment objectives.

CGM and their affiliates. MSSB has a conflict ofdrest in
transmitting client orders to these entities. In the CES, IMS and MAP, you have a direct contrakt
relationship with the manager, and so may contaetrhianager

Distribution. An agreement that, in return for the payment ) : ;
g bay determine the consultation you may have withntfamager.

of certain fees and expenses, MSSB will market and®
promote certain securities and other products wmitten,
distributed or sponsored by MS&Co., Citi or theffilamtes.
MSSB has a conflict of interest in offering, recoemding
or purchasing any such security or other produai tior its
investment advisory clients.

Iltem 9: Additional Information

Disciplinary Information
This section contains
Investment Research. An agreement that MS&Co. and gjgciplinary events.

CGM (or their applicable affiliates) will supplyvastment
research prepared by their respective researchpgrom
MSSB for its use. It is possible that MS&Co.’s rasdh
group, on the one hand, and Citi's research groupthe
other hand, may reach different conclusions, ang make

information on certain legahd

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

different recommendations, with respect to the séaseer

or investment manager. This may, among other things Tthe National

result in different investment decisions or recomdaions

regarding the same issuer or investment managergbei

made for or given to MSSB investment advisory ¢ken

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

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

information.

Item 7: Client Information Provided to
Portfolio Managers

When you open a Fiduciary Services or Legg Masaad,

we send various information about you and your aot®o the
manager (including your name, whether or not yawgoant is

taxable, state/country of residence, your Inve®oofile and

restrictions). If you are an individual, we prosidurther

information about you and your financial situatigwhich may

include your contact details, social security numkaate of
birth, citizenship, occupation, net worth and inedm We

provide updated information to the manager whemeédor the
manager to manage your account (e.g. changestiictiess on

the securities, or categories of securities, tlmatr yaccount can
hold).

In CES, IMS and MAP, the manager requests informmatiom
you, and any updates it requires from time to tim&our
Financial Advisor may help you forward informationresponse
to manager requests.

Item 8: Client Contact with Portfolio
Managers

We do not restrict you from contacting and consagltwith your
portfolio manager.

In the Fiduciary Services and Legg Mason programeswill use
reasonable efforts to encourage the manager tce&dsonably

14

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

on MSDW's supervisory and compliance procedures.

On April 28, 2003, the SEC filed a complaint allegithat
MS&Co. violated certain NASD and New York Stock
Exchange (“NYSE”) Conduct Rules (collectively, the
“Conduct Rules”) by creating conflicts of intereftr its
research analysts with respect to investment bgrdativity,
failing to adequately manage such conflicts, fgilia ensure,
in offerings where MS&Co. was the lead underwritdrat
payments made to other broker-dealers for publghin
research reports were disclosed by the issuetseimffering
documents and the other broker-dealers in theieareh
reports, and failing to supervise properly its ezsh
analysts, including with respect to the ratingsceprtargets
and content of the reports of senior research atwmly
Without admitting or denying the substantive allewss in
the complaint, on October 31, 2003, MS&Co. conserite
the entry of a final judgment that enjoined MS&Gmm
violating the Conduct Rules and required it to make
payments of $50 million for past conduct and altec@75
million to fund independent research. In additiM5&Co.
agreed to a number of structural changes to theatipes of
its equity research and investment banking operstio
Concurrently, MS&Co. also entered into a settlemeith
the NYSE, the NASD and the Attorney General of State
of New York with respect to the same conduct spextifn



the complaint. MS&Co. is also in the process ofliring
settlements with the other state and territoriatusées
administrators.

In 2003, Salomon Smith Barney (“SSB”), nhow known as
CGM, settled civil and regulatory actions brought the
SEC, the NYSE, the NASD, the Attorney General of th
State of New York (“NYAG”), and state securities
regulators, which alleged violations of certain e and
state securities laws and regulations, and ceN&8D and
NYSE rules, by SSB arising out of certain busingsstices
concerning sell-side research during 1999 to 2864, initial
public offerings (“IPOs”) during 1996 to 2000. Thetions -
alleged, among other things, that SSB publisheddinkent
research reports, permitted inappropriate influenog
investment bankers over research analysts, anddfdib
adequately supervise the employees who engagedose t
practices. It was also alleged that SSB engagedhgnoper
“spinning” of shares to executives of investmennkiag
clients and failed to maintain policies and procedu
reasonably designed to prevent the potential misofe
material non-public information in certain circuikstes.
Without admitting or denying the findings, SSB cenied to
(1) censures by NASD and the NYSE; (2) cease asitde -
orders in state proceedings prohibiting SSB fromlating
certain state laws and regulations; (3) a judgrpeohibiting
SSB from violating certain laws and regulations); ¢értain
operational reforms; (5) participating in a volugtaitiative
pursuant to which SSB will no longer make allocasicof
securities in hot IPOs to accounts of executivécef§ or
directors of U.S. public companies; and (6) a paym
$400 million.

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

B shares in certain Morgan Stanley proprietary mutunds

in the amount of $100,000 or more in a single tatien.
The SEC also alleged that receipt of directed e
commissions as payment for such marketing arrangtme
contravened NASD Rule 2830(k). On November 17, 2003
without admitting or denying the findings, MSDW cemted

to orders including a censure; a cease and desisk;an
undertaking to distribute, for the benefit of certaustomers,
$50 million dollars, consisting of disgorgement 9lu -
prejudgment interest in the amount of $25 milliord aivil
penalty of $25 million. MSDW also made certain othe
undertakings including (1) preparing and distribgtcertain
disclosures and a mutual fund bill of rights; (2rmpitting
certain class B shares to be converted to cladsafes; and
(3) retaining an independent consultant to reviemong
other things, the completeness of the disclosured a
conformity with other aspects of the order.

In 2004, the NYSE brought an administrative actdiaging
that MS&Co. and MSDW (1) failed to ensure deliverly
prospectuses in connection with certain sales ofiritées;
(2) failed to timely and accurately file daily pragn trade
reports; (3) erroneously executed certain sell rdmn a
minus tick for securities in which MS&Co. held aosh
position; (4) failed to timely submit RE-3 in cormtien with
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certain matters; (5) hired certain individuals sabj to
statutory disqualification and failed to file firgeint cards
for certain non-registered employees; (6) failedctonply
with requirements concerning certain market-on&lend
limit-on-close orders; and (7) failed to reasonakiypervise
certain activities. MS&Co. and MSDW resolved thdi@t
on January 7, 2005, by consenting, without adngjttor
denying guilt, to a censure, a fine of $13 milliamd a
rescission offer to those clients who should haaeeived a
prospectus during the period from June 2003 to eBeipér
2004.

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

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

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

In March 2005, the NASD censured and fined CGM with
respect to CGM’s offer and sale of Class B and £las
mutual fund shares during 2002 and the first sixthne of
2003. The NASD found that CGM either had not adezjya
disclosed at the point of sale, or had not adefuate
considered in connection with its recommendationslients
to purchase Class B and Class C shares, the diffesein
share classes and that an equal investment in Blatsires
generally would have been more advantageous for
clients. The NASD also found that CGM’s supervisand
compliance policies and procedures regarding CBasd
Class C shares had not been reasonably designedstoe
that SB Financial Consultants consistently providddquate
disclosure of, or consideration to, the benefitshaef various
mutual fund share classes as they applied to iddati
clients. The NASD censured CGM and required CGayp
a $6.25 million fine.

the



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

The SEC order found that SBFM and CGM willfully kdted
section 206(1) of the Investment Advisers Act 0f4Q9
(“Advisers Act”). Specifically, the order found th&BFM
and CGM knowingly or recklessly failed to disclogethe
Boards of the Smith Barney Funds in 1999 when psigpa
new transfer agent arrangement with an affiliatexhdfer
agent that: First Data Investors Services GroupirgtF
Data”), the Smith Barney Funds’ then-existing tfanagent,
had offered to continue as transfer agent and dostime
work for substantially less money than before; &itijroup
Asset Management (“CAM”), the Citi business unitatth
includes the Smith Barney Funds’ investment manaaer
other investment advisory companies, had entertedairside
letter with First Data under which CAM agreed to
recommend the appointment of First Data as sulsfiean
agent to the affiliated transfer agent in exchargmong
other things, for a guarantee by First Data of Hieec
amounts of asset management and investment bafdéado
CAM and CGM. The order also found that SBFM and CGM
willfully violated section 206(2) of the AdviserscA by
virtue of the omissions discussed above and other
misrepresentations and omissions in the materialgged to
the Smith Barney Funds’ Boards, including the faluo
make clear that the affiliated transfer agent waddh a high
profit for performing limited functions while FirsData
continued to perform almost all of the transfer rage
functions, and the suggestion that the proposeahgement
was in the Smith Barney Funds’ best interests #ad ho
viable alternatives existed. SBFM and CGM did rdrné or
deny any wrongdoing or liability. The settlemend diot .
establish wrongdoing or liability for purposes afyaother
proceeding.

The SEC censured SBFM and CGM and ordered them to
cease and desist from violations of sections 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 alrgatieen
paid to the Smith Barney Funds, primarily througke f
waivers. The remaining $183.7 million, including eth
penalty, has been paid to the U.S. Treasury.

The order required SBFM to recommend a new trarsgfent
contract to the Smith Barney Fund Boards within ti&8@s of
the entry of the order; if a Citi affiliate subneitt a proposal

to serve as transfer agent or sub-transfer agent, a
independent monitor must be engaged at the expefise
SBFM and CGM to oversee a competitive bidding pssce
Under the order, Citi also must comply with an adeth
version of a vendor policy that Citi institutedAngust 2004.
That policy, as amended, among other things, requinat
when requested by a Smith Barney Fund Board, CAM wi
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retain at its own expense an independent consudtipgrt to
advise and assist the Board on the selection tdioeservice
providers affiliated with Citi.

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

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

The SEC alleged that MS&Co. violated the Exchangeby
inadvertently failing to timely produce emails thet SEC
staff pursuant to subpoenas in the SEC'’s invesbiganto
MS&Co.’s practices in allocating shares of stockR®s and
an investigation into conflicts of interest betwedB8&Co.’s
research and investment banking practices. Without
admitting or denying the allegations, MS&Co. coredrto a
final judgment on May 12, 2006 in which it was pamantly
restrained and enjoined from violating the Exchargs.
MS&Co. agreed to make payments aggregating $15omill
which amount was reduced by $5 million contempovassy
paid by MS&Co. to the NASD and the NYSE in related
proceedings. MS&Co. also agreed to notify the SHe,
NASD and the NYSE that it has adopted and implestnt
policies and procedures reasonably designed to rensu
compliance with the Exchange Act. MS&Co. also adree
provide annual training to its employees respossifdr
preserving or producing electronic communicationsd a
agreed to retain an independent consultant to wewad
comment on the implementation and effectivenesgshef
policies, procedures and training.

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

On August 21, 2006, MS&Co. and MSDW entered into a
LAWC relating various finds that, at various timestween
July 1999 and 2005, MS&Co. violated a number of NDAS
and SEC rules. The violations related to areasidtict trade
reporting through the Nasdaq Market Center (forynerl
Automated Confirmation Transaction Service (ACT))ade
Reporting and Compliance Engine (TRACE) and Order



Audit Trail System (OATS); market making activitjes
trading practices; short sales; and large optioositipns
reports. The NASD also found that, at various tirdasng
December 2002 and May 2005, MSDW violated NASDsule
and Municipal Securities Rulemaking Board (“MSRBU)es -
related to areas including trade reporting throTgtACE,
short sales, and OATS. The NASD further found that,
certain cases, MS&Co. and MSDW violated NASD Rule
3010 because their supervisory systems did notigeov
supervision reasonably designed to achieve cong®iavith
securities laws, regulations and/or rules.

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

of $2.9 million and agreed to make restitution lie parties
involved in certain transactions, plus interesprirthe date
of the violative conduct until the date of the LAWC
MS&Co. and MSDW also consented to (1) revise their
written supervisory procedures; and (2) provideort that
described the corrective action that they complétgthg the
year preceding the LAWC to address regulatory ssard
violations addressed in the LAWC, and the ongoing
corrective action that they were in the processonfipleting.

On May 9, 2007, the SEC issued an Order (“May 2007
Order”) settling an administrative action with MS&Cin
this matter, the SEC found that MS&Co. violateddtgy of -
best execution under the Exchange Act. In particutae
SEC found that, during the period of October 240120
through December 8, 2004, MS&Co.’s proprietary meark
making system failed to provide best execution éotain
retail OTC orders. In December 2004, MS&Co. remothesl
computer code in the proprietary market-makingesysthat
caused the best execution violations. MS&Co. coteskn
without admitting or denying the findings, to a sere, to
cease and desist from committing or causing future
violations, to pay disgorgement of approximately.9$5
million plus prejudgment interest on that amoumiy & pay

a civil penalty of $1.5 million. MS&Co. also conged to
retain an Independent Compliance Consultant toevevits
policies and procedures in connection with its ragrkaking
system’s order handling procedures and its contellting -
to changes to those procedures, and to developter Ipéan

of distribution.

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

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

On October 10, 2007, MS&Co. became the subjectrof a
Order |Instituting Administrative and Cease-And-Besi
Proceedings (“October 2007 Order”) by the SEC. The
October 2007 Order found that, from 2000 until 2005
MS&Co. and MSDW failed to provide to their retail
customers accurate and complete written trade rroafions
for certain fixed income securities in violation dhe
Exchange Act and MSRB rules. In addition, MS&Co.swa
ordered to cease and desist from committing oriogusny
future violations, and was required to pay a $7.ifian
penalty and to retain an independent consultantetgew
MS&Co.'s applicable policies and procedures. MS&Co.
consented to the issuance of the October 2007 Qvitleout
admitting or denying the SEC’s findings.

On December 18, 2007, MS&Co. became the subjeetnof
Order Instituting ~ Administrative Cease-and-Desist
Proceedings (“December 2007 Order”) by the SEC. The
December 2007 Order found that, from January 20@# u
August 2003, MSDW (1) failed to reasonably supenfisur
Financial Advisors, with a view to preventing anetetting
their mutual fund market-timing activities and (@plated
the Investment Company Act of 1940 by allowing rimbét
mutual fund trades that were placed or amended #ige
close of trading to be priced at that day’s closiry asset
value. The December 2007 Order also found tham 2000
through 2003, MSDW violated the Exchange Act by not
making and keeping records of customer orders glader

the market close and orders placed for certain éddgd
customers in variable annuity sub-accounts. Without
admitting or denying the SEC's findings, MS&Co. e to

a censure, to cease and desist from future violataf the
applicable provisions, to pay a penalty of appratety
$11.9 million, to disgorge profits related to theading



activity (including prejudgment interest) of appioately back at par certain ARS from certain customers. SBRE's
$5.1 million and to retain an independent distiitut complaint alleged that (1) CGM misled tens of trends of
consultant. its customers regarding the fundamental naturendf résks
associated with ARS that CGM underwrote, marketed a
In May 2005, MS&Co. and MSDW discovered that, from  sold; (2) through its financial advisers, salesspanel and

about January 1997 until May 2005, their orderyesyistems marketing materials, CGM misrepresented to custertieat
did not check whether certain secondary market ritgesi ARS were safe, highly liquid investments comparatde
transactions complied with state registration regraents money market instruments; (3) as a result, nume@GM
known as Blue Sky laws. This resulted in the imerogale customers invested in ARS funds they needed to have
of securities that were not registered in 46 saate territorial available on a short-term basis; (4) in mid-Febyu2008,
jurisdictions. MS&Co. and MSDW conducted an intdrna CGM decided to stop supporting the auctions; andagba
investigation, repaired system errors, self-regbrtthe result of the failed auctions, tens of thousandsC&M
problem to all affected states and the New Yorkclsto customers held approximately $45 billion of illiuARS,
Exchange, identified transactions which were e)agtun instead of the liquid short-term investments CGMd ha
violation of the Blue Sky laws, and offered resiasto represented ARS to be. CGM reached substantiathylasi
affected customers. MS&Co. settled the state reéguyla settlements with the NYAG and the Texas State S@sir
issues in a multi-state settlement with the 46 caéfé state Board (“TSSB”), although those settlements were
and territorial jurisdictions. Under the settlemektS&Co. administrative in nature and neither involved thiag of a
consented to a cease and desist order with, ar@@go pay civil action in state court. The settlements witle tNYAG
a total civil monetary penalty of $8.5 million te llivided and the TSSB differed somewhat from the settlenvétit
among, each of the 46 state and territorial juctsolis. The the SEC in that the state settlements (a) madenfiscthat
first order was issued by Alabama on March 19, 2G0®i CGM failed to preserve certain recordings of tetapghcalls
orders are expected to be issued by subsequest statr the involving the ARS trading desk; and (b) required NCGo
coming months. refund certain underwriting fees to certain muratijgsuers.
In addition, as part of the settlement with New K,0€GM
On August 13, 2008, MS&Co. agreed on the generalgeof paid a civil penalty of $50 million. CGM also agdeén
a settlement with the NYAG and the Office of thknbis principle to pay to states other than New York withich it
Secretary of State, Securities Department (“lligipi(on enters into formal settlements a total of $50 willi CGM
behalf of a task force of the North American Se@si paid $3.59 million of this $50 million to Texas part of the
Administrators Association (“NASAA”)) with respetd the settlement with that state. CGM expects it will aea
sale of auction rate securities (“ARS”). MS&Co. eed, settlements with the remaining states.

among other things, to repurchase at par approgign&i.5
billion of illiquid ARS held by certain clients dfiIS&Co. + On March 25, 2009, MS&Co. entered into a LAWC with
which were purchased prior to February 13, 2008. FINRA. FINRA found that, from 1998 through 2003,

Additionally, MS&Co. agreed to pay a total fine 8B5 MSDW failed to reasonably supervise the activitidswo
million. Final agreements were entered into wite MYAG Financial Advisors in one of its branches. FINRAifd that
on June 2, 2009 and with lllinois on September20D9. The these Financial Advisors solicited brokerage angtstment
lllinois agreement serves as the template for ageeds with advisory business from retirees and potential gesir of
other NASAA jurisdictions. certain large companies by promoting unrealisticegiment

returns and failing to disclose material informatid-INRA
On November 13, 2008, in connection with the set#iet of also held that MS&Co. failed to ensure that theusdes and
a civil action arising out of an investigation hetSEC into accounts recommended for the retirees were properly
CGM’s underwriting, marketing and sale of ARS, CGM, reviewed for appropriate risk disclosure, suitapiind other
without admitting or denying the allegations of tB&C’s concerns. MS&Co. consented, without admitting onydieg
complaint, except as to those relating to persandlsubject the findings, to a censure, a fine of $3 milliondaestitution
matter jurisdiction, which were admitted, consentedthe of approximately $2.4 million plus interest to 96rrher
entry in the civil action of a Judgment As To Defant clients of the Financial Advisors.

Citigroup Global Markets Inc. (“November 2008

Judgment”). Thereafter, on December 11, 2008, tR€ S MSSB’s Form ADV Part 1 contains further informatiabout its
filed its civil action in the federal district cdufor the disciplinary history, and is available on requesdni your
Southern District of New York (“Court”). The Novemb Financial Advisor

2008 Judgment, which was entered on December 28 @D

permanently enjoined CGM from directly or indirgctl Other Financial Industry Activities and Affiliation s

violating section 15(c) of the Exchange Act, (ijopides  \;5-qan Stanley Parent indirectly owns 51% of MSSB.
that, on later motion of the SEC, the Court is &edmine  \1qrqan Stanley Parent is a financial holding conypander the
whether it is appropriate to order that CGM payial ¢ gank Holding Company Act of 1956.  Citi indirectiyvns 49%
penalty pursuant to section 21(d)(3) of the Excleadgt, and of MSSB. Both Morgan Stanley Parent and Citi are

if so, the amount of the civil penalty; and (iiijdered that .,.orations whose shares are publiclv held ndett th
CGM'’s Consent be incorporated into the November8200 Nevr\)/ York Stock Exchange. P y held a eon the

Judgment and that CGM comply with all of the unakirigs
and agreements in the Consent, which include ar tdfbuy
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Activities of Morgan Stanley Parent and Citi. Morgan Stanley
Parent and Citi are both global firms engagingpulgh their
various subsidiaries, in a wide range of financéarvices
including:

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

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

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

» (global custody, securities clearance services awodriies
lending.

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

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

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

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

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

These restrictions may adversely

performance.

impact client aoto

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

Related Investment Advisors and Other Service Pdevs.
MSSB has related persons that are the investmensead to
mutual funds in various

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

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

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

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

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

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

Code of Ethics

The MSSB US Investment Advisory Code of Ethics (€9
applies to MSSB’s employees, supervisors, offiegrs directors
engaged in offering or providing investment adwsprroducts
and/or services (collectively, the “Employees”) essence, the
Code prohibits Employees from engaging in securitie
transactions or activities that involve a matecwhflict of
interest, possible diversion of a corporate opputyuor the
appearance of impropriety. Employees must alwagsepthe

investment advisory progsam interests of MSSB’s clients above their own and tmeser use

(including Morgan Stanley Investment Management .,Inc knowledge of client transactions acquired in therse of their

Morgan Stanley Investment Advisors Inc. and Mor@ianley
Investment Management Limited). If you invest yassets in
an affiliated mutual fund, MSSB and its affiliatesrn more
money than if you invest in an unaffiliated mutufaind.
Generally, for ERISA or other retirement accouri$SSB
rebates or offsets fees so that MSSB complies W®& and
Department of Labor rules and regulations.

Morgan Stanley Investment Advisors Inc., its whotiyned
subsidiary Morgan Stanley Services Company Ind, Miorgan
Stanley Investment Management Inc. serve in varamissory,
management and administrative capacities to opdn-amd
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work to their own advantage. Supervisors are reguio use
reasonable supervision to detect and prevent aigtions of
the Code by the individuals, branches and depaisibay
supervise.

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

« An Employee who wishes to conduct business activity
outside of his or her employment with MSSB, regasd| of
whether that Employee receives compensation fos thi

MSSB an



activity, must first obtain written authorizationofn his or

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

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

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

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

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

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

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

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

See Item 6.B above.

Reviewing Accounts

At account opening, your Financial Advisor and lois her
Branch Manager confirm that the account and thestment
strategy are suitable investments for you.

Your Financial Advisor is then responsible for ewing your
account on an ongoing basis. We will ask you astl@annually
if your investment objectives have changed. Ifryobjectives
change, you should discuss with your Financial Adviwhether
your selected manager is still suitable for yowedse

In the Fiduciary Services and Legg Mason prograihg,
Consulting Group’s operations department condudsious
checks on a periodic basis (e.g., identifying aediawing
accounts with a high cash balance, and inactivewds). It
also conducts some of these checks (e.g., inaatigeunts) in
the CES, IMS and MAP.

See ltem 4.A above for a discussion of accountestants,
Investment Monitors.

Client Referrals and Other Compensation
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before executing certain secuwsitie

See “Payments from Managers” in Iltem 6.B above.

Our Professional Alliance Group program allows aiert
unaffiliated third parties to refer clients to MSSBIf the client
invests in an investment advisory program, we pay third
party an ongoing referral fee (generally about 25%he portion
of the client fee that we would otherwise allocdte the
Financial Advisor). We may pay a fee greater es fthan 25%

busines§Epending on the facts and circumstances of téaakhip.

Financial Information

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

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

MSSB and its predecessors have not been the subfeat
bankruptcy petition during the past 10 years.

procedures for



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

Sweep Vehicles in Retirement Accounts and CESAs

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

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

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

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

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

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

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

For Retirement Plan Accounts that swept into afildd money market funds before the Effective Daiespntinued to hold
cash amounts in these funds after the Effective®at

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

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

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

Interest Earned on Float

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

* new deposits to the account (including interestdiniends) and

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

This interest is generally at the prevailing FetlEtmds interest rate.

Generally, with respect to such assets awaitingstment:

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

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

MSSB as an ERISA fiduciary

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

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

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

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

operations in its annual report.

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

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

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

The fund expense information below reflects the tmesent information available to us as of March3m12, and is subject
to change. Please refer to the funds’ current masises, statements of additional information amtbal reports for more
information.

Total Annual Fund
Total Annual  Operating Expenses

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

Fund Fee Fees Expenses Expenses Reimbursements
Active Assets Money Trust 0.29% 0.10% 0.08% 0.47% .26%
Active Assets Government Securities
Trust 0.45% 0.10% 0.13% 0.68% 0.18%
Active Assets Institutional Government
Securities Trust 0.10% None 0.08% 0.18% 0.17%
Active Assets Institutional Money Trust 0.10% None 0.08% 0.18% N/A
Morgan Stanley Liquid Asset Fund Inc. 0.27% 0.10% 219 0.58% 0.25%
Morgan Stanley U.S. Government
Money Market Trust 0.44% 0.10% 0.16% 0.70% 0.21%
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