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Iltem 2: Material Changes

There are no material changes.
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Item 4: Services, Fees and
Compensation

This brochure describes the PWM Discretionary Managnt
Program and the PWM Non-Discretionary Advisory peogs
(together, the “Programs”) offered by the Privateealth

below. This section then discusses various genevatters
applying to these programs.

DISCRETIONARY MANAGEMENT PROGRAM

In the PWM Discretionary Management (“DM”) program,
Private Wealth Advisor who meets the program dedifon
requirements manages your assets on a discretitnaasig. In
other words, your Private Wealth Advisor, and noti,yhas the

Management Division (*PWM") of Morgan Stanley Smith giseretion to decide what securities to buy and selyour

Barney LLC (“MSSB”, “we” or “us”). MSSB is, amongtler
things, a registered investment adviser, a regdtdoroker-
dealer, a registered futures commission merchantaamember
of the New York Stock Exchange. MSSB is one of ldmgest
brokerage firms in the country with branch officesall 50
states and the District of Columbia.

In June 2009, Morgan Stanley (“Morgan Stanley P#yeand
Citigroup Inc. (“Citi") combined the Global Wealth
Management Group of Morgan Stanley & Co. Incorpexfat
(“MS&Co.”) and Citi's Smith Barney and related busgses.
Under the terms of the agreement, Citi sold 100%tsoSmith
Barney, Smith Barney Australia and Quilter units & 49%
stake in the joint venture company and an upfrashgayment
of $2.7 billion. Morgan Stanley Parent exchange@%0of its
Global Wealth Management Group for a 51% stakeéh@joint
venture company. After year three, Morgan Stanlasef and
Citi will have various purchase and sale rights foe joint
venture company, but Citi will continue to own agrsficant
stake in the joint venture company at least throgegr five. The
joint venture owns MSSB.

MSSB’s investment advisory services are providedugh two

account. This discretion is subject to the paramsetiescribed
below and your ability to direct a sale of any ségufor tax or

other reasons. The DM program provides Private Weal
Advisors with portfolio management and trade executools to

manage accounts efficiently. Certain Private Wealtlvisors

specialize in investing in multiple or single asskisses or they
may have defined investment strategies. You shdigduss

with your Private Wealth Advisor which investmerntasegy

suits your investment goals.

Investment Processyour Private Wealth Advisor manages your
DM account in light of information you provide abiowour
investment objectives and financial situation. YoRBrivate
Wealth Advisor is primarily responsible for makingnd
implementing investment management decisions four yo
account within the DM program’s investment guidetin The
guidelines specify the number and types of seeasrigligible for
investment in a DM program account (including petage
limitations on account holdings in certain typesrofestments).
The guidelines also specify diversification reqments (across
issuers, industry sectors and asset classes). &t RWM
Advisory Group’s discretion, certain Private Weakldvisors
have greater latitude in selecting securities aiverslification.

channels. One channel generally provides the im@st Tperefore, the availability of investment stratsgid securities
advisory programs previously provided by MS&Co. andang the applicability of investment limitations iear depending

generally provides these programs through the daumsaesses
and office locations as did MS&Co. (the “MS CharipeThe

other channel generally provides the investmentisady

programs previously provided by Smith Barney andfitigroup

Global Markets Inc. (“CGMI”) and generally providekese
programs through the same businesses and offiagidos as
did Smith Barney and/or CGMI.

Following the closing of the joint venture, PWM'shasory

programs are provided by MSSB in its MS ChannelowEler,
MS&Co. continues to perform certain services rafgtio these
programs, including acting as clearing broker toeoete
securities transactions. The “Statement of MSSB iS&Co.

Responsibilities” in Exhibit A explains the respeetroles and
functions of MSSB and MS&Co.

For additional information about MSSB a copy of MBSForm
ADV Part | is available upon request. Form ADV Plig also
publicly  available at the SEC’s website
www.adviserinfo.sec.gov.

A. General Description of Programs and
Services

The PWM Advisory Group, which is part of PWM, adisiers
and oversees the PWM Discretionary Management anogmd

the PWM Non-Discretionary Advisory program discukse
4

on your Private Wealth Advisor. You should conswith your
Private Wealth Advisor for more information on tH2Mm
program’s investment guidelines, the Private Wealtlvisor's
approach to investing, and available investmeatesgies.

Depending on the investment strategy the Privatealie
Advisor uses, investments may include equity andtde
securities, and cash and cash equivalents. Whepeosgd,
Private Wealth Advisors may use certain optiontsgies, such
as covered call writing and protective put buyihgestments
may also include shares of eligible closed-end $urghen-end
funds (“Mutual Funds”) and exchange traded fund@sT¢s” and
collectively “Funds”) that are not affiliated withis (other than
certain affiliated money market mutual funds usadtémporary
investment of cash balances.

Private Wealth Advisors are generally prohibitednir using
certain investments or investment strategies in Bdtounts,

alincluding commodities, futures, short sales, afféid funds

(other than certain affiliated money market mutiialds used
for temporary investment of cash balances), pastips,
margin, derivatives, and other structured instruiiesnd certain
securities on MSSB's restricted list.

Your Private Wealth Advisor may make investmentisieos
that are contrary to research ratings issued byghtorStanley
Equity Research or Citi Investment Research. |ditemh,



depending on the account’'s strategy and the Privdealth
Advisor managing the account, there may be investme
limitations based on the credit quality of inveshtseheld. On
occasion, the DM program’s investment guideliney meuire

a Private Wealth Advisor to sell certain securitfeem client
accounts based on their credit quality ratingshdligh these
sales of securities may result in capital gainfosses and thus
in additional taxes and/or tax reporting for yohege tax
consequences will not prevent us from selling trsesmurities in
your account.

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

NON-DISCRETIONARY ADVISORY PROGRAM

The PWM Non-Discretionary Advisory (“NDA”) progralis a
non-discretionary investment advisory program wheligible
Private Wealth Advisors provide advice on NDA piagr
eligible assets while clients retain the authotity make the
investment decisions. PWM has created and impl&nen
investment guidelines within which all approvedvBte Wealth
Advisors must operate with respect to NDA progracoants. It
also provides Private Wealth Advisors in the NDAgmam with
portfolio management and trade execution tools giesl to
enable them to operate more efficiently.

NDA program accounts are managed on a non-diso@tjo
basis in light of information provided by the clieegarding his
or her investment objectives and financial situatibhe client’s

Private Wealth Advisor is primarily responsible faraking

recommendations for the client's account within thead

parameters established by the NDA program’s investm
guidelines. The guidelines determine the number typds of

securities eligible for investment in a NDA progractount and
certain diversification requirements. Clients sldocbnsult their
Private Wealth Advisor for more information regangli the

NDA program’s investment guidelines, the Private ahle

Advisor’s approach to investing, and investmeratsties.

Depending on the investment strategy employed WBrigate

Wealth Advisor and the client, investments may udel equity
and debt securities, pooled investment vehiclegereml options
and cash and cash equivalents. Where approve@t®iWealth
Advisors may recommend certain option strategiesh sas

covered call writing and protective put buying. éstments may
also include shares of eligible Funds that areliaiid and

unaffiliated with Morgan Stanley.

Private Wealth Advisors are also generally requiedhaintain
certain percentage limitations on account holdimgscertain
types of investments, and diversification of inveshts across
issuers, industry sectors, and asset classes. t&riiéealth
Advisors may be prohibited from recommending certai
investments or investment strategies for NDA progesccounts,
including commodities, futures, short sales, uniusts,
partnerships, margin, derivatives, and other stnect
instruments, and certain securities on MSSB’s icstt list.

The NDA program’s guidelines are subject to changgout
notice. Clients should consult with their Privatee&lth Advisor
for further details.

Account Opening

To enroll in the DM program, you must complete foovide

your Private Wealth Advisor with sufficient infortian to

complete) a client profile and an investment questaire. To
enroll in any program described in this brochui@y ynust enter
into the program client agreement (“Client Agreetijen

Restrictions

In each of these programs, you may impose reasenabl
restrictions on account investments. For exampla ynay
restrict MSSB from buying specific securities, aegary of
securities (e.g., tobacco companies) or Fund sharésyou
restrict a category of securities, we will deterenimhich specific
securities fall within the restricted category. doing so, we
may rely on outside sources (e.g. standard indusides and
research provided by independent service providefs)y
restrictions you impose on individual securitiesénao effect on
Fund holdings since Funds operate in accordancé twie
investment objectives and strategies described Mheir t
prospectuses.

Trade Confirmations, Account Statements and
Performance Reviews

MS&Co. is the custodian for DM and NDA program agcts

and will provide you with written confirmation ofesurities

transactions, and account statements at leastegyarf ou may

elect to receive trade confirmations after the cletiqn of each
trade electronically through PWM'’s online accouertvices site.
To enroll your account in the online account sex\dite, please
contact your Private Wealth Advisor. You may alsaeive

Fund prospectuses, where appropriate.

We provide written performance reports to you upequest.
These reports have tabular and graphical displagsisg how

your account investments have performed, both oakmolute
basis and on a relative basis compared to recagrirmdices
(such as Standard & Poor’s indices). You may acdhese
reports through PWM'’s online account services site.enroll

your account in the online account services sileage contact
your Private Wealth Advisor.

Fees

Maximum Fees. The maximum annual fee for Equity and
Balanced accounts in the DM and NDA programs i9% ®f
the market value of the account. The maximum anfagafor
Fixed Income accounts in the DM and NDA programs.25%
of the market value of the account. The maximum fer
various levels of assets in the DM and NDA progresmas
follows:

Equity and Fixed
Asset Value Balanced Income
$0 to $3,000,000 2.00% 1.25%
Assets over $3,000,000 1.50% 1.00%



Fees for the programs described in this brochueenagotiable
based on a number of factors including the type sinel of the
account and the range of services provided by tivate Wealth
Advisor. In special circumstances, and with théertls
agreement, the fee charged to a client for an adcmay be
more than the maximum annual fee stated in thigosec

The fee is payable as described in the Client Agesd.
Asset-based fees are generally payable quartether(illing
periods (e.g., monthly) are available in certaiodurcts, subject
to the approval of the PWM Advisory Group. In theM
program and NDA program, fees are generally charged
arrears. The initial fee is based on the weightestage of the
total asset value of the account at the end of eaochth
occurring during the initial billing period. Theugrterly fee is
payable at approximately one-fourth of the applieabnnual
rate. The initial fee covers the period from theedhe account is
incepted with cash or securities through the lasiriess day of
the initial calendar quarter, and is prorated adicgly. The
initial fee becomes due on or before the last dayhe first
month of the following quarter. Thereafter, theadarly fee
for an account will be based on the weighted averdghe total
asset value of the account at the end of each ndunthg the
calendar quarter, and will become due on or beffoeelast day
of the first month of the following quarter.

At a client’s request and subject to PWM'’s approddDA and
DM program accounts can be charged a fee that ysbba
monthly in arrears. For these accounts, the initiahthly DM
fee will cover the period from the date PWM accepisclient’s
DM Agreement through the last business day of thidal
calendar month, and will be pro-rated accordinglie initial
monthly DM fee will be based on the total asseuugabf the
account on the last business day of the initiabrddr month.
The initial monthly fee will become due on or be&fahe last day
of the following month. Thereafter, the monthly Dfiee will be
based on the total asset value of the Account enat$t business
day of each month, and will become due on or befbeelast
day of the following month.

In the Client Agreement, you authorize MSSB to drdine
advisory fee and any and all other charges on kowwing the
date they are payable. MSSB will deduct the fee atitbr
charges from free credit balances in the accotithere are no
free credit balances, MSSB will either liquidatpartion of the
account’s assets to cover the fee or will notifyuyto deposit
additional funds into the account. MSSB and/or M®&C
reserves the right to liquidate a portion of thecamt assets to
cover the fee at any time. Liquidation may affdw trelative
balance of the account, and also may have tax qopsees.
MSSB may withhold any tax to the extent requiredidy, and
may remit such taxes to the appropriate governrhemthority.
In accordance with applicable law and MSSB'’s proced, a
client may instruct MSSB to deduct the fee fromthroaccount
that you have at MSSB or MS&Co. or to deduct thesfeue
with respect to another account you have at MSSBIS&Co.
from the account.

“breakpoints.” When the fee is expressed as a stbeaif rates
corresponding to different breakpoints, discourftsany, are
negotiated separately for each breakpoint. As thkiev of
account assets reaches the various breakpointsndremental
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.

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
+ assets in Account #2) to the Account #1 breakpoiBecause
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 multipliey the
actual amount of assets in Account #1 to deterthiaedollar fee
for Account #1. Likewise, the total assets are i@gopko the
Account #2 breakpoints to determine the averagerdte for
Account #2, which is then multiplied by the actaahount of
assets in Account #2 to determine the dollar fe\frount #2.

Only certain accounts may be related for billinggmses, based
on the law and MSSB’s policies and procedures. Ewbere

accounts are eligible to be related under thesécipsl and

procedures, they will only be related if this iesifically agreed

between you and PWM.

Other. Because the programs described in this brochuraotio
involve third party investment managers, we and Btwate
Wealth Advisor retain the entire fee.

B. Comparing Costs

The primary service that you are purchasing in ghegrams
described in this brochure is your Private Wealttvidor's
management of your portfolio pursuant to certairogpam
guidelines. Cost comparisons are difficult becatsge particular
service is not offered in other programs. Dependindhe level
of trading and types of securities purchased od sol your
account, if purchased separately, you may be ablebtain
transaction execution at a higher or lower costM&SB or
elsewhere than the fee in these programs. Howeugrh
transactions could not be executed on a discratjobasis in a
brokerage account. In addition, MSSB offers othesgpams
where discretionary portfolio management is progidyy third
party investment managers and the fees in thosgraars may
be higher or lower than the fees in these prograri$iose
programs involve the discretionary portfolio managet
decisions of third party investment managers and your
Private Wealth Advisor.

You should consider these and other differencesnvdeeiding
whether to invest in an investment advisory or akbrage
account and, if applicable, which advisory programest suit

Breakpoints. Fee rates in the DM and NDA programs may beyour individual needs.

expressed as a fixed rate applying to all assetiseiraccount, or
as a schedule of rates applying to different assetls, or



C. Additional Fees

If you open an account in one of the programs desdrin this
brochure, you will pay us an asset-based fee feestment
advisory services, custody of securities and texdeeution with
or through MSSB and MS&Co..
cover:

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

LIS

“mark-ups,” “mark-downs,” and dealer spreads (Aptth
MSSB or its affiliates may receive when acting @agipal

in certain transactions where permitted by law By that
other broker-dealers may receive when acting axipal in
certain transactions effected through MSSB andfsr i
affiliates acting as agent, which is typically thase for
dealer market transactions (e.g., fixed income @rat-the-
counter equity)

brokerage commissions or other charges resultiogn fr
transactions not effected through MSSB or its iaffils

MSSB account establishment or maintenance feestdor
Individual Retirement Accounts (“IRA"), which are
described in the respective IRA and fee documentati
(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 feesotimet fees
or taxes that may be imposed pursuant to law).

Funds in Advisory Programs

Investing in Funds may be more expensive than ativestment
options offered in DM and NDA accounts. In addittorour fee,
you pay the fees and expenses of the Funds in wjnich

account is invested. Fund fees and expenses aaegech
directly to the pool of assets the Fund invesiand are reflected
in each Fund’'s share price. These fees and expeaarsesin
additional cost to you and are not included in féee amount in
your account statements. Each Mutual Fund and Eqierese
ratio (the total amount of fees and expenses cHalnye the
Fund) is stated in its prospectus. The expense generally
reflects the costs incurred by shareholders dutiveg Mutual
Fund’s or ETF's most recent fiscal reporting periGdrrent and
future expenses may differ from those stated irptiospectus.

You do not pay any sales charges for purchasesutfidfl Funds
in programs described in this brochure. However esdviutual
Funds may charge, and not waive, a redemption fieeectain
transaction activity in accordance with their presjises.

Certain Funds are sponsored or managed by aféilistéVSSB.
Since the affiliated sponsor or manager receiveditiadal
investment management fees and other fees, MSSBahas
conflict to recommend MSSB affiliated Funds.

Cash Sweeps
Generally, some portion of your account will bechil cash. If
MS&Co. acts as custodian for your account, it welfifect

The program fees do no,

“sweep” transactions of uninvested cash, allocatimncash and
cash equivalents, if any, in your account into:

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

money market mutual funds, including but not lirdite
those managed by Morgan Stanley Investment Manageme
Inc. or another of our affiliates (each, a “Moneyaifdet
Fund” and, together with BDP accounts, “Sweep
Investments”).

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

Bank Deposit Program. BDP is your Sweep Investment if you
are eligible and you do not select another Swegpstiment. If
BDP is your Sweep Investment, you authorize, withaoy
further direction, that all cash balances in yoegoant in excess
of $1.00 be automatically deposited or swept ebersiness day
into an account at a Federal Deposit Insurance dtatin
(“FDIC") insured depository institution affiliatedvith Citi or
Morgan Stanley Bank or Morgan Stanley Private Bavdtional
Association which are both affiliates of MSSB.

Your BDP accounts earn interest. Your BDP deposits
insured by the FDIC up to applicable limits, in aance with
FDIC rules and subject to aggregation of all theoaaots
(including, without limitation, certificates of degpit) that you
hold at the applicable sweep bank in the same d@gpacyou

gre responsible for monitoring the total amountB@P and
other deposits you have at any bank to determiaeeittent of
FDIC insurance coverage available to you. MSSHj &id

their affiliates are not responsible for any insuigg uninsured
portion of your deposits at the BDP banks. BDPodédp are
not covered by SIPC or excess coverage.

If BDP is your Sweep Investment, the affiliated kauave the
opportunity to earn income on the BDP assets thrdagding

activity, and that income is usually significangseater than the
fees earned by MSSB on Money Market Funds. ThusSBI

has a conflict of interest in selecting or recomdieg BDP as
the sweep fund, rather than an eligible Money MiaFkand.

Terms of the Bank Deposit Program are further diesdrin the
Bank Deposit Program Disclosure Statement, whigbrdsided
to you with your account opening materials. If yaue
participating in the Bank Deposit Program, pleasadrthe Bank
Deposit Program Disclosure Statement carefully.

Money Market Funds.If you elect an eligible Money Market
Fund, you authorize, without any further directitimat all cash
balances in the account in excess of $1.00 be aticaiy
invested every business day into that Money MaFetd. If
account cash balances are invested in Money MéFigeids
sponsored or managed by MSSB affiliates, we magivecand
retain fund fees up to 0.18% from those Money MaFkends or
those money market funds’ affiliates. In such ea84SSB has
a conflict of interest in recommending that a portiof your
account be invested in money market funds.



D. Compensation to Private Wealth
Advisors

If you invest in one of the programs described inbhighure, a
portion of the fees payable to us in connectiomwiur account
is allocated on an ongoing basis to your PrivatelNkeAdvisor.

The amount allocated to your Private Wealth Advisor
connection with accounts opened in programs destrib this
brochure may be more than if you participated imeotMSSB
investment advisory programs, or if you paid sefgdyafor

investment advice, brokerage and other
compensation MSSB pays Private Wealth Advisors wapect
to program accounts is typically higher than thenpensation
MSSB pays Private Wealth Advisors with respectamsaction-
based brokerage accounts. Your Private Wealth seidvinay
therefore have a financial incentive to recomméregrograms
described in this brochure instead of other MSS&mams or
services.

ltem 5: Account Requirements and
Types of Clients

The DM program has a minimum account size of $51M,0
The NDA program has a minimum account size of $100,

MSSB’s clients include individuals, trusts, bankiog thrift
institutions, pooled investment vehicles (e.g., geedunds),

was calculated for these accounts and analyzesettwons for
the deviations.

In addition, PWM'’s Performance Reporting Group nteiims
marketable performance composites for several friVéealth
Advisors and, along with the PWM Advisory Grouprfpems a
periodic review to determine if the preparatiorggantation and
calculation of investment performance results fdrose
composites are fairly presented in all materigbeess.

servicese Th

B. Conflicts of Interest

Conflicts of Interest —Private Wealth Advisor Acting as
Sole Investment Adviser

In the DM and NDA programs, your Private Wealth v
acts as the sole investment adviser on your accoliSSB
and, in turn, the Private Wealth Advisor retainraager portion
of the advisory fee in these programs than in thosghich an
unaffiliated investment manager acts as your plotimanager.
MSSB and your Private Wealth Advisor are also kel earn
more compensation if you invest in a program déesctiin this
brochure than if you open a brokerage account yoirdividual
securities.

This creates a conflict of interest for Private Weadvisors
and MSSB, as there is a financial incentive to neo@nd one of
the programs described in this brochure. We addtbis
conflict of interest by disclosing it to you and bgquiring

charitable organizations, corporations, other e&ses, state or private Wealth Advisors’ supervisors to review yaecount at

municipal government entities, investment clubs aottier
entities.

Iltem 6: Portfolio Manager Selection
and Evaluation

A. Selection and Review of Private Wealth
Advisers for the Programs

Eligible Private Wealth Advisors

In the DM program, Private Wealth Advisors gengradibve
worked as a Private Wealth Advisor at MSSB or asoftim for
five years, are appropriately licensed, are appmtobg their
Branch Manager for
compliance record, and have a suitable investmienipiine.

In the NDA program, Private Wealth Advisors genlgrhbive
worked as a Private Wealth Advisor at MSSB or aaoftim for
two years, must be appropriately licensed, havacaeptable
compliance record, and be approved by their Branahager
for the program.

Calculating Private Wealth Advisors’ Performance

In the programs described in this brochure, we utate
performance using a proprietary system. Each md?ittiM’s
Performance Reporting Group reviews and tests inediéent
accounts with the performance of comparable bendksnto
identify material deviations. It then reviews hperformance

the program, have an acceptabl

account-opening to ensure that it is suitable fou yn light of
matters such as your investment objectives andndiah
circumstances.

Risks

All trading in an account is at your risk. The valof the assets
held in an account is subject to a variety of fegtguch as the
liquidity and volatility of the securities markettnvestment
performance of any kind is not guaranteed, and MS3B a

Private Wealth Advisor’'s past performance with extggo other
accounts does not predict future performance vegipect to any
particular account. In addition, certain investinsirategies
that Private Wealth Advisors may use in the programave

specific risks, including those associated withestments in
common stock, fixed income securities, American &#fary

Iseceipts, and Funds. You should consult with youwafe

Wealth Advisor regarding the specific risks assmdawith the

investments in your account.

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



Like open-end mutual funds,
investment companies under the Investment Compacty of
1940. However, ETFs that invest exclusively in ptgkassets,
such as gold, and are not registered investmentpanies.
These ETFs will not have the protections associatéith

ownership of shares in a registered investment eompFor
example, these ETFs are not subject to the pradibion

registered investment companies dealing with aféi, do not
have an independent board of trustees, and aresuimgjéct to
requirements with respect to, among other thing®rsification

and the prohibition on the suspension of redemption

Certain programs offer real estate-related investrdisciplines,
which typically invest in common stocks of U.S. porations.

Almost all such investments will be treated for @mxposes as
investments in real estate investment trusts (“RBLTAIthough

it is unlikely that such investments will cause ax-exempt
investor to recognize “unrelated business taxaleome”

(“UBTI"), no assurances can be made that no UBTI W&

recognized. If any investment causes a tax-exemgstor to
recognize UBTI, and that tax-exempt investor isharitable

remainder trust, all of the income of the charigabémainder
trust would be subject to federal income tax far thx year in
which the UBTI was recognized. Therefore,
remainder trusts should consult with a tax advibefore
investing in real estate investment disciplines.

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

FDIC or any other government agency.
market funds seek to preserve the value of youestment at
$1.00 per share, there is no assurance that willirp@and it is
possible to lose money if the fund value per shfais.

Moreover, in some circumstances, money market fundg be
forced to cease operations when the value of a finads below
$1.00 per share. In that event, the fund’'s holdliraye
liquidated and distributed to the fund's sharehdde This
liquidation process could take up to one month aoren
During that time, these funds would not be avadatal you to
support purchases, withdrawals and, if applicatieck writing
or ATM debits from your account.

Risks Relating to Differing Classes of SecuritieRifferent

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

Risks Related to Minimum Denominations in Fixed lome
Securities MSSB may not be able to execute transactions
certain fixed income securities (specifically irgilug municipal
bonds) in your account when they do not meet theirmim
denomination and increment requirements establighedhe
issuer. In certain cases, this may result in aability to
rebalance a portion of your fixed income portfadioliquidate a
portfolio of fixed income securities for tax hartiag or other
purposes. To the extent permitted by law, MSSB wsk its best
efforts to assist advisory clients in selling fix@dome securities
that may not meet these minimums but cannot gueeathiat a
market will be available in which to sell such sdtes, nor the
price at which such securities would sell if sucarkets were to
exist.

chargabl

many ETFs, are regster Tax Considerations

Your Private Wealth Advisor may agree to implemantlient-
developed investment strategy that you believeeissisive to
your particular tax situation. Neither we nor aon§ our
affiliates provides tax advice and, therefore, \wd they are not
responsible for developing or evaluating the efficaof any
such tax-sensitive strategy. You need to develop such
strategy in consultation with a qualified tax aevis Certain
tax-sensitive strategies can involve risks. Amatigers, tax-
efficient management services involve an increagddof loss
because your account may not receive the benedit, (@alized
profit, avoided loss) of securities transactionsatthwould
otherwise take place in accordance with your Pegiatealth
Advisor’s investment management decisions
recommendations for the account.

or

Other Conflicts of Interest

As well as the conflicts of interest arising frorowy Private
Wealth Advisor acting as portfolio manager or solestment
adviser, MSSB has various other conflicts of indes@elating to
the programs described in this brochure.

Payments from Mutual Funds. Mutual Fund investment
managers participating in MSSB internal traininglueation
conferences and meetings may make payments toorothé
benefit of, MSSB or its Private Wealth Advisors dffset the
expenses incurred for these events. While all fiamdilies have

Although nyone the opportunity to sponsor such events, certaird ftamilies

(referred to as “Global Partners”) dedicate sigaifit financial
and staffing resources to these activities. Gldtaitners may
receive additional opportunities to sponsor firmemg and
promote their funds to Private Wealth Advisors ahents. This
could lead Private Wealth Advisors to focus on MiitEunds
offered by our Global Partners instead of thosenfaither fund
families. On request, your Private Wealth Advisan qrovide
you with a schedule of such payments.

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 givertians taken,
compensation received or securities held or deait your

account.

Trading or Issuing Securities in, or Linked to Seqties in,
Client Accounts.MSSB, MS&Co., CGMI and their affiliates
imay provide bids and offers, and may act as praiciparket
maker, in respect of the same securities held ur yxcount.
MSSB, MS&Co., CGMI and their affiliates and emplegemay
hold a position (long or short) in the same semgibeld in your
account. MS&Co., MSSB, CGMI and/or their affiliatege
regular issuers of traded financial instrumentskdoh to
securities that may be purchased in your accourtom time to
time, MSSB (or an affiliate’s) trading — both fds iproprietary
account and for client accounts — may be detrintetda
securities held by you and thus create a conffioiterest. We
address this conflict by disclosing it to you.

Trade Allocations.Your Private Wealth Advisor may aggregate
the securities to be sold or purchased for more tme client to



obtain favorable execution to the extent permitigdaw. The
Private Wealth Advisor will then allocate the tradea manner
that is equitable and consistent with MSSB’s fidwgiduty to its
clients (including pro rata allocation, random e#ition or
rotation allocation). Allocation methods vary degimg on
various factors (including the type of investmehg number of
shares purchased or sold, the size of the accoants, the
amount of available cash or the size of an exigogjtion in an
account). The price to each client is the avermgee for the
aggregate order.

Services Provided to Other Client®SSB, MS&Co., CGMI,
and their affiliates provide a variety of servicéacluding

research, brokerage, asset management, tradindinderand
investment banking services) for each other and vimious
clients, including issuers of securities that MSSBay

recommend for purchase or sale by clients or drerafise held
in client accounts. MS&Co., CGMI, MSSB and theifilates

receive compensation and fees in connection withdlservices.
MSSB believes that the nature and range of clientghich such
services are rendered is such that it would bevisabdlle to
exclude categorically all of these companies framaacount.
Accordingly, it is likely that securities in yourceount will

include some of the securities of companies forcwi1S&Co.,

CGMI, MSSB or an affiliate performs investment bigk or

other services.

Restrictions on Securities Transaction$here may be periods
during which MSSB or your Private Wealth Advisore anot
permitted to initiate or recommend certain typegrafsactions
in the securities of issuers for which MS&Co., QGiti one of
their affiliates is performing broker-dealer or @stment banking
services or have confidential or material non-pubiformation.
Furthermore, in certain investment advisory progaiMSSB
may be compelled to forgo trading in, or providiagvice
regarding, Morgan Stanley Parent or Citi securjtiead in
certain related securities. These restrictions athersely affect
your account performance.

MSSB and its affiliates may also develop analyses/a

evaluations of securities sold in a program deschilin this

brochure, as well as buy and sell interests inr#@esion behalf
of its proprietary or client accounts. These aredy®valuations
and purchase and sale activities are proprietadycanfidential,

and MSSB will not disclose them to clients. MSSBynmat be

able to act, in respect of clients’ account, on asych

information, analyses or evaluations.

MSSB and its affiliates are not obligated to effacty trans-
action that MSSB or any of its affiliates believeuwd violate
federal or state law, or the regulations of anyutary or self-
regulatory body.

Research ReportsMS&Co. and CGMI do business with
companies covered by their respective research pgrou
Furthermore, MS&Co., CGMI and their affiliates magld a
trading position (long or short) in, and client @ents may hold,
the securities of companies subject to such rekedieerefore,
MS&Co. and CGMI have a conflict of interest thaulbaffect
the objectivity of their research reports.
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Certain Trading Systemdf MSSB directly or indirectly effects
client trades through exchanges, electronic comaoatioin
networks or other alternative trading systems (tilmg
Systems”) in which its affiliates have an ownersiperest,
these affiliates may receive an indirect econongndfit based
on their ownership interest. Currently, affiliate§ 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 Traditgtwork
(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 Private Wealth Services LLC; Automatedding
Desk Brokerage Services LLC; Boston Options ExckahdiC;
FX Alliance Inc.; and National Securities Exchandgether
Trading Systems on which MSSB may execute tradeslient
accounts include Archipelago; eSpeed; Instinet; NXYHrack
ECN; BondDesk; ValuBond; NYSE Euronext; TradeWehd a
MarketAxe. The Trading Systems on which MSSB traftes
Client accounts and in which affiliates of MSSB omterests
may change from time to time. You may contact yBuwate
Wealth Advisor for an up-to-date list of TradingsBms in
which affiliates of MSSB own interests and on whigtsSB
and/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. Fraéime to time,
the amount of credits that MSSB, MS&Co. and/or CGMI
receives from one or more Trading System may exdbed
amount that is charged. Under these limited circantes, such
payments would constitute payment for order flow.

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

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

agreements were entered into between or involvargesor all

of MSSB, MS&Co, Citi, CGMI and their affiliates, ¢tuding the

following:

« Clearing. An agreement providing that, subject to best
execution, MS&Co. and CGMI (or their applicable
affiliates) will act as fully-disclosed clearing dikers for
MSSB, which will act as an introducing broker. MS8RBy
have a conflict of interest in introducing cliemades to
MS&Co. and CGMI. (As of the date of this brochure,
MSSB is the clearing broker for most of the MS Qhelis
investment advisory programs. MS&Co. is the clegri
broker for some MS Channel clients - typically thasith
PWM accounts. CGM is the clearing broker for SB
Channel clients.)



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

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

CGMI and their affiliates. MSSB has a conflict oférest in
transmitting client orders to these entities.

e Digtribution. An agreement that, in return for the payment

retain the authority and responsibility to vote yes for
your account

delegate discretion to vote proxies to a third yddther
than MSSB) or

authorize us to vote proxies for such securitied @teive
related materials.

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 tfor its
investment advisory clients.

e Investment Research. An agreement that MS&Co. and
CGMI (or their applicable affiliates) will supplypvestment
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 grouapthe
other hand, may reach different conclusions, ang make
different recommendations, with respect to the séaseer

Unless you authorize us to vote proxies, we witivard to you,
or your designee, any proxy materials that we recdor
securities in your account. Unless we vote profies/ou, we
cannot advise you on particular proxy solicitations

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

MSSB’s Proxy Voting Policies and Procedure¥his section
only applies if you authorize us to vote proxiesymur behalf.
If you do so, you may not instruct us on how totcasy

or investment manager. This may, among other thing$articular vote.

result in different investment decisions or recomdaions

regarding the same issuer or investment managergbei To assist us in our proxy voting responsibilitiese have

made for or given to MSSB investment advisory ¢ken

C. Private Wealth Advisors Acting as
Portfolio Managers
Description of Advisory Services

See Item 4.A above for a description of the sesvaffered in
the programs described in this brochure.

Tailoring Services for Individual Clients

In the DM program your Private Wealth Advisor wilanage
your account in accordance with your individual éstment
objectives, risk tolerance and investment policgtesnent, if
any.

Wrap Fee Programs
This section is not applicable to the programs diesd herein.

Performance-Based Fees

The programs described
performance-based fees.

in this brochure do not gehar

Methods of Analysis and Investment Strategies

Private Wealth Advisors in the programs describadthis
brochure may use any investment strategy when girayi
investment advice to you. Private Wealth Advisoray use
asset allocation recommendations of the Morganl&tadmith
Barney Global Investment Committee as a resourdeibgo,
there is no guarantee that any strategy will inh facror or track
these recommendations. Investing in securitiesli@s risk of
loss that you should be prepared to bear.

Policies and Procedures Relating to Voting Client
Securities

Electing Who Votes Proxies. If you have an account in the
DM or NDA programs, you may elect to:
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engaged ISS, a third party provider of corporateegmance
services. ISS provides in-depth research, anabsis voting
recommendations, as well as vote execution, agditamd
consulting assistance to handle proxy voting resibdlity.
Except as described below, MSSB votes in a manmesistent
with ISS’ policy guidelines and vote recommendatioRecause
ISS makes its recommendations based on its indepgnd
objective analysis of the economic interests ofredhalders, its
process ensures that we vote in clients’ best ester and
insulates our voting decisions from conflicts akirests.

If ISS cannot make a proxy vote recommendation, d88ains
on behalf of MSSB. In cases where an abstentiomois
possible ISS refers the vote to the Proxy Votingn@uttee.

We have established a Proxy Voting Committee widmers
designated by MSSB management. The Proxy Voting
Committee has the authority to amend MSSB'’s progying
policies and procedures. The Proxy Voting Committeeets
periodically to review generally its proxy votingljies and
procedures, and to address any outstanding or apprdxy
voting issues.

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

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

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

You may obtain from your Private Wealth Advisor, r@quest:



e« a complete copy of MSSB’s proxy voting policies and

procedures (including a copy of ISS’ policy guidel and
vote recommendations in effect from time to time) o

« information on how proxy votes have been cast ooryo

behalf during the prior annual period.

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

Item 7: Client Information Provided to
Portfolio Managers

The Private Wealth Advisor is the portfolio managderthe
programs described in this brochure. The Privateaki
Advisor has access to the information you provitle@ount
opening. In the DM programs, this includes infofiowa in the

client profile and investment questionnaire tha&t ewmpleted as

part of the account opening process.

Item 8: Client Contact with Portfolio
Managers

In the programs described in this brochure, you roagtact
your Private Wealth Advisor at any time during nairbusiness
hours.

ltem 9: Additional Information

Disciplinary Information

This section contains
disciplinary events.

information on certain legahd

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

and CGMI are predecessor broker-dealer firms of BISS

The National Association of Securities Dealers Inc.
(“NASD") alleged that between October, 1999 and
December, 2002, MSDW violated the non-cash
compensation provisions of the NASD Conduct Rulelér
which MSDW was prohibited from providing its Prieat
Wealth Advisors with non-cash compensation for salé
mutual funds and variable annuities that were rasteld on
total sales and equal weighting). MSDW offered nelsao

its Private Wealth Advisors for sales of affiliatedutual
funds in general, or particular affiliated mutualnfis or
certain variable annuities. By a Letter of AccepgnwWaiver
and 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 recomatem

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 interefatr its
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research analysts with respect to investment bgrdgtivity,
failing to adequately manage such conflicts, fgilia ensure,
in offerings where MS&Co. was the lead underwritérat
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 atwly
Without admitting or denying the substantive allewyss 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 operatio
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 oflizing
settlements with the other state and territoriatusiéies
administrators.

In 2003, Salomon Smith Barney (“SSB”), now known as
CGMI, settled civil and regulatory actions broudiyt 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 el 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 28ad, initial
public offerings (“IPOs”) during 1996 to 2000. Thetions
alleged, among other things, that SSB publisheddinkent
research reports, permitted inappropriate influeriog
investment bankers over research analysts, anddfdib
adequately supervise the employees who engagelose t
practices. It was also alleged that SSB engagenhimoper
“spinning” of shares to executives of investmennkiag
clients and failed to maintain policies and progedu
reasonably designed to prevent the potential misofse
material non-public information in certain circurstes.
Without admitting or denying the findings, SSB cenied to
(1) censures by NASD and the NYSE; (2) cease aststde
orders in state proceedings prohibiting SSB fromlating
certain state laws and regulations; (3) a judgrpeohibiting
SSB from violating certain laws and regulations);, ¢értain
operational reforms; (5) participating in a volugtanitiative
pursuant to which SSB will no longer make allocasioof
securities in hot IPOs to accounts of executivecef§ or
directors of U.S. public companies; and (6) a paytr
$400 million.

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

B shares in certain Morgan Stanley proprietary mutunds

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



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

In 2004, the NYSE brought an administrative actidiaging
that MS&Co. and MSDW (1) failed to ensure delivasly
prospectuses in connection with certain sales ofr#ées;
(2) failed to timely and accurately file daily pragn trade
reports; (3) erroneously executed certain sell rerden a
minus tick for securities in which MS&Co. held aosh
position; (4) failed to timely submit RE-3 in comtien with
certain matters; (5) hired certain individuals ®abj to
statutory disqualification and failed to file fingeint cards
for certain non-registered employees; (6) failedctaonply
with requirements concerning certain market-onelasd
limit-on-close orders; and (7) failed to reasonaslypervise
certain activities. MS&Co. and MSDW resolved thei@t
on January 7, 2005, by consenting, without adngjttor
denying guilt, to a censure, a fine of $13 millicand a
rescission offer to those clients who should haeeived a
prospectus during the period from June 2003 to eBeipér
2004.

In January 2005, the SEC filed a complaint in fatleourt
alleging that, during 1999 and 2000, MS&Co. viothte
Regulation M by attempting to induce certain custcsmwho
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 recelveourt
approval on February 4, 2005.

In March 2005, the SEC entered an administrativie Grase
and desist order against CGMI for two disclosuikifaes by
CGMI in offering and selling mutual fund sharesrsHy,
CGMI received from mutual fund advisers and distidvs
revenue sharing payments, in exchange for which CGM
granted mutual funds preferential sales treatmEime. order
found that CGMI did not adequately disclose itserae
sharing program to its clients, in violation of tBecurities
Act of 1933 (“Securities Act”) and Rule 10b-10 undbe
Securities Exchange Act of 1934 (“Exchange Act”).
Secondly, on sales of Class B mutual fund sharesriounts
aggregating $50,000 or more, the order found tf@MGC in
violation of the Securities Act, failed to discloadequately
at the point of sale that such shares were sulbjebigher
annual fees. These fees could have a negative tmpac
client investment returns, depending on the amourgsted
and the intended holding period. The SEC order weqas
CGMI, required CGMI to cease and desist from future
violations of the applicable provisions, and reqdiCGMI to
pay a $20 million penalty.
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In March 2005, the NASD censured and fined CGMIhwit
respect to CGMI's offer and sale of Class B ands€l&
mutual fund shares during 2002 and the first sixtne of
2003. The NASD found that CGMI either had not aceely
disclosed at the point of sale, or had not adefpate
considered in connection with its recommendatianslients

to purchase Class B and Class C shares, the diffesein
share classes and that an equal investment in Blassires
generally would have been more advantageous for the
clients. The NASD also found that CGMI's supervisand
compliance policies and procedures regarding Ckasnd
Class C shares had not been reasonably designedstwe
that SB Private Wealth Consultants consistentlyvioiex
adequate disclosure of, or consideration to, tmetits of the
various mutual fund share classes as they appleed t
individual clients. The NASD censured CGMI and riegd
CGMI to pay a $6.25 million fine.

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

The SEC order found that SBFM and CGMI willfully
violated section 206(1) of the Investment Adviséxs of
1940 (“Advisers Act”). Specifically, the order fodinthat
SBFM and CGMI knowingly or recklessly failed to clisse

to the Boards of the Smith Barney Funds in 1999 rwhe
proposing a new transfer agent arrangement withffdiated
transfer agent that: First Data Investors ServiGsup
(“First Data”), the Smith Barney Funds’ then-existi
transfer agent, had offered to continue as trarefent and
do the same work for substantially less money thefore;
and Citigroup Asset Management (“CAM”), the Citidiness
unit that includes the Smith Barney Funds’ investme
manager and other investment advisory companied, ha
entered into a side letter with First Data undeicWhCAM
agreed to recommend the appointment of First Dataud-
transfer agent to the affiliated transfer agentekthange,
among other things, for a guarantee by First Daspecified
amounts of asset management and investment baféaéado
CAM and CGMI. The order also found that SBFM and
CGMI willfully violated section 206(2) of the Adwss Act
by virtue of the omissions discussed above and rothe
misrepresentations and omissions in the materralgged to
the Smith Barney Funds’ Boards, including the faluo
make clear that the affiliated transfer agent waddh a high
profit for performing limited functions while FirsData
continued to perform almost all of the transfer rage
functions, and the suggestion that the proposezhgement
was in the Smith Barney Funds’ best interests &ad ho
viable alternatives existed. SBFM and CGMI did admit

or deny any wrongdoing or liability. The settlemelid not
establish wrongdoing or liability for purposes afyaother
proceeding.

The SEC censured SBFM and CGMI and ordered them to
cease and desist from violations of sections 20&(1d
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 menpenalty 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 8i89s of
the entry of the order; if a Citi affiliate subneitt a proposal -
to serve as transfer agent or sub-transfer agent, a
independent monitor must be engaged at the expehse
SBFM and CGMI to oversee a competitive bidding pesc
Under the order, Citi also must comply with an adeth
version of a vendor policy that Citi institutedAugust 2004.
That policy, as amended, among other things, regqutinat
when requested by a Smith Barney Fund Board, CAM wi
retain at its own expense an independent consutipgrt to
advise and assist the Board on the selection tdiceservice
providers affiliated with Citi.

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

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

The SEC alleged that MS&Co. violated the Exchangebdy
inadvertently failing to timely produce emails thet SEC
staff pursuant to subpoenas in the SEC'’s invesbiganto
MS&Co.’s practices in allocating shares of stockR®s and
an investigation into conflicts of interest betwdd8&Co.’s
research and investment banking practices. Without
admitting or denying the allegations, MS&Co. coriedrto a
final judgment on May 12, 2006 in which it was pamantly
restrained and enjoined from violating the Exchawrgg.
MS&Co. agreed to make payments aggregating $13omill -
which amount was reduced by $5 million contempovasky
paid by MS&Co. to the NASD and the NYSE in related
proceedings. MS&Co. also agreed to notify the SHt@,
NASD and the NYSE that it has adopted and implestnt
policies and procedures reasonably designed to rensu
compliance with the Exchange Act. MS&Co. also adrae
provide annual training to its employees respomsifir
preserving or producing electronic communicationsd a
agreed to retain an independent consultant to wevdad
comment on the implementation and effectivenesshef
policies, procedures and training.

On June 27, 2006, the SEC announced the initiadiod
concurrent settlement of administrative cease agdistl
proceedings against MS&Co. and MSDW for failing to
maintain and enforce adequate written policies and
procedures to prevent the misuse of material ndigpub
information. The SEC found that from 1997 throud)0@,
MS&Co. and MSDW violated the Exchange Act and the
Advisers Act by failing to (1) conduct any surveilce of a

14

number of accounts and securities; (2) provide aaenq
guidance to MS&Co.’s and MSDW'’s personnel chargéth w
conducting surveillance; and (3) have adequateraisnin
place with respect to certain aspects of “Watcht’Lis
maintenance. The SEC's findings covered differerdas
from the 1997 through 2006 time period. MS&Co. and
MSDW were ordered to pay a civil money penalty 60$
million and agreed to enhance their policies amt@dures.

On August 21, 2006, MS&Co. and MSDW entered into a
LAWC relating various finds that, at various timestween
July 1999 and 2005, MS&Co. violated a number of NAS
and SEC rules. The violations related to areasidtict trade
reporting through the Nasdaq Market Center (forynerl
Automated Confirmation Transaction Service (ACT)jade
Reporting and Compliance Engine (TRACE) and Order
Audit Trail System (OATS); market making activities
trading practices; short sales; and large optioositipns
reports. The NASD also found that, at various tirdasng
December 2002 and May 2005, MSDW violated NASDsule
and Municipal Securities Rulemaking Board (“MSRBU)es
related to areas including trade reporting 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 not igeov
supervision reasonably designed to achieve congdiavith
securities laws, regulations and/or rules.

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

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

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

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

to changes to those procedures, and to developter Ipéan

of distribution.



On July 13, 2007, the NYSE issued a Hearing Board
Decision in connection with the settlement of afoszement
proceeding brought in conjunction with the New @égrs
Bureau of Securities against CGMI. The decisiord hakat
CGMI failed to (1) adequately supervise certain nbta
offices and Private Wealth Advisors who engaged in
deceptive mutual fund market timing on behalf oftzie
clients from January 2000 through September 200ddih
proprietary and non-proprietary funds); (2) prevehe
Private Wealth Advisors from engaging in this coctgdand

(3) make and keep adequate books and records. Witho
admitting or denying the findings, CGMI agreed &) @
censure; (b) establishing a $35 million distribotifund for
disgorgement payments; (c) a penalty of $10 milljoalf to

be paid to the NYSE and half to be paid to therithigtion
fund); (d) a penalty of $5 million to be paid teetlbtate of
New Jersey; and (e) appointing a consultant to ldeve plan

to pay CGMI’s clients affected by the market timing

On September 27, 2007, MS&Co. entered into a LAWI w
the Private Wealth Industry Regulatory Authority
(“FINRA™). FINRA found that, from October 2001 thugh
March 2005, MSDW provided inaccurate information to
arbitration claimants and regulators regarding éRestence
of pre-September 11, 2001 emails, failed to prowdeh
emails in response to discovery requests and regula
inquiries, failed adequately to preserve books eswbrds,
and failed to establish and maintain systems anittewr
procedures reasonably designed to preserve requécedds
and to ensure that it conducted adequate seanchiesponse
to regulatory inquiries and discovery requests. FEANalso
found that MSDW failed to provide arbitration claints
with updates to a supervisory manual in discoveoynflate
1999 through the end of 2005. MS&Co. agreed, withou
admitting or denying these findings, to establishd&5
million fund for the benefit of potentially affectearbitration
claimants. In addition, MS&Co. was censured anccegrto
pay a $3 million regulatory fine and to retain adependent
consultant to review its procedures for complyingthw
discovery requirements in arbitration proceedirgating to .
its retail brokerage operations.

On October 10, 2007, MS&Co. became the subjectrof a
Order Instituting Administrative and Cease-And-3ési
Proceedings (“October 2007 Order”) by the SEC. The
October 2007 Order found that, from 2000 until 2005
MS&Co. and MSDW failed to provide to their retail
customers accurate and complete written trade reoafions

for certain fixed income securities in violation dhe
Exchange Act and MSRB rules. In addition, MS&Co.swa
ordered to cease and desist from committing oringusny
future violations, and was required to pay a $7.i8ian
penalty and to retain an independent consultantetgew
MS&Co.’'s applicable policies and procedures. MS&Co.
consented to the issuance of the October 2007 Qvideout
admitting or denying the SEC'’s findings.

On December 18, 2007, MS&Co. became the subjeetnof
Order Instituting Administrative Cease-and-Desist
Proceedings (“December 2007 Order”) by the SEC. The
December 2007 Order found that, from January 208# u
August 2003, MSDW (1) failed to reasonably supenfisur
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Private Wealth Advisors, with a view to preventiagd
detecting their mutual fund market-timing activitiand (2)
violated the Investment Company Act of 1940 by ifay
multiple mutual fund trades that were placed or raoeel
after the close of trading to be priced at thatslalpsing net
asset value. The December 2007 Order also foundftban
2000 through 2003, MSDW violated the Exchange Agt b
not making and keeping records of customer ord&ased
after the market close and orders placed for cetaidge
fund customers in variable annuity sub-accountsth@vit
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 appratity
$11.9 million, to disgorge profits related to theading
activity (including prejudgment interest) of appirmately
$5.1 million and to retain an independent distritout
consultant.

In May 2005, MS&Co. and MSDW discovered that, from
about January 1997 until May 2005, their orderyesystems
did not check whether certain secondary market rites.
transactions complied with state registration rezguents
known as Blue Sky laws. This resulted in the imerogale
of securities that were not registered in 46 saat territorial
jurisdictions. MS&Co. and MSDW conducted an intdrna
investigation, repaired system errors, self-regbrtthe
problem to all affected states and the New Yorkckto
Exchange, identified transactions which were exagtuh
violation of the Blue Sky laws, and offered resicasto
affected customers. MS&Co. settled the state regula
issues in a multi-state settlement with the 46 caffeé state
and territorial jurisdictions. Under the settlemelS&Co.
consented to a cease and desist order with, aeg¢dgo pay
a total civil monetary penalty of $8.5 million te llivided
among, each of the 46 state and territorial jucisoins. The
first order was issued by Alabama on March 19, 2G0®i
orders are expected to be issued by subsequesd stedr the
coming months.

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

On November 13, 2008, in connection with the settiet of
a civil action arising out of an investigation hetSEC into
CGMI's underwriting, marketing and sale of ARS, CGM
without admitting or denying the allegations of t8&C'’s
complaint, except as to those relating to persandl subject
matter jurisdiction, which were admitted, consentedthe
entry in the civil action of a Judgment As To Defant
Citigroup Global Markets Inc. (“November 2008



Judgment”). Thereafter, on December 11, 2008, tBRE€ S
filed its civil action in the federal district cdufor the
Southern District of New York (“Court”). The Novemb
2008 Judgment, which was entered on December 28 @
permanently enjoined CGMI from directly or indirkct
violating section 15(c) of the Exchange Act; (iijopides
that, on later motion of the SEC, the Court is &tedmine
whether it is appropriate to order that CGMI paycisil
penalty pursuant to section 21(d)(3) of the Excleafgt, and
if so, the amount of the civil penalty; and (iiijdered that
CGMI's Consent be incorporated into the Novembed&0
Judgment and that CGMI comply with all of the uridkings
and agreements in the Consent, which include ar tdfbuy
back at par certain ARS from certain customers. $BEE’s
complaint alleged that (1) CGMI misled tens of thands of
its customers regarding the fundamental naturendf résks
associated with ARS that CGMI underwrote, marketed
sold; (2) through its financial advisers, salesspanel and
marketing materials, CGMI misrepresented to custsrtieat
ARS were safe, highly liquid investments comparatie
money market instruments; (3) as a result, nume@aMl|

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

Other Financial Industry Activities and Affiliation s

Morgan Stanley Parent indirectly owns 51% of MSSB.
Morgan Stanley Parent is a financial holding conypander the
Bank Holding Company Act of 1956. Citi indirecttyvns 49%
of MSSB. Both Morgan Stanley Parent and Citi
corporations whose shares are publicly held andetteon the
New York Stock Exchange.

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

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

« merchant banking and other principal investmeriviiets

customers invested in ARS funds they needed to have

available on a short-term basis; (4) in mid-Febyu2008,
CGMI decided to stop supporting the auctions; aj)das a
result of the failed auctions, tens of thousandsC&MI
customers held approximately $45 billion of iliuARsS,
instead of the liquid short-term investments CGMidh
represented ARS to be. CGMI reached substantiaitjles
settlements with the NYAG and the Texas State $w@Esir
Board (“TSSB”), although those settlements
administrative in nature and neither involved thied of a
civil action in state court. The settlements witie tNYAG
and the TSSB differed somewhat from the settlemétit
the SEC in that the state settlements (a) madénfisdthat
CGMI failed to preserve certain recordings of tblepe calls
involving the ARS trading desk; and (b) required MlGo
refund certain underwriting fees to certain muratijgsuers.
In addition, as part of the settlement with New K,0EGMI
paid a civil penalty of $50 million. CGMI also age in
principle to pay to states other than New York withich it
enters into formal settlements a total of $50 willi CGMI
paid $3.59 million of this $50 million to Texas part of the
settlement with that state. CGMI expects it willach
settlements with the remaining states.

On March 25, 2009, MS&Co. entered into a LAWC with
FINRA. FINRA found that, from 1998 through 2003,
MSDW failed to reasonably supervise the activitidstwo
Private Wealth Advisors in one of its branches. RANfound
that these Private Wealth Advisors solicited braker and
investment advisory business from retirees and npiaie
retirees of certain large companies by promotinceaiistic
investment returns and failing
information. FINRA also held that MS&Co. failed émsure
that the securities and accounts recommended doretirees
were properly reviewed for appropriate risk disales
suitability and other concerns. MS&Co. consenteithout
admitting or denying the findings, to a censurdina of $3
million, and restitution of approximately $2.4 riolh plus
interest to 90 former clients of the Private Weatvisors.
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« brokerage and research services
« asset management

trading of foreign exchange, commodities and stmect
financial products and

e global custody, securities clearance services, saudrities
lending.

were

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

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

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

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

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

These restrictions may adversely affect

performance.

client aoto

to disclose materialSee Item 6.B above for conflicts that arise assaltef MSSB'’s

affiliation with MS&Co., Citi and their affiliates.

Related Investment Advisors and Other Service Pdevs.
MSSB has related persons that are registered messt
advisers in various investment advisory progranmel(ding
Morgan Stanley Investment Management Inc., Morgeam|8y
Investment Advisors Inc. and Morgan Stanley Investm
Management Limited). If you invest your assets aisé an
affiliated firm to manage your account, MSSB arwadffiliates

are



earn more money than if you use an unaffiliatedmfir
Generally, for retirement accounts, MSSB rebatesfisets fees
so that MSSB complies with IRS and Department didrarules
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 opedn-and
closed-end investment companies and other porsfggome of
which are listed on the NYSE).

Morgan Stanley Distributors Inc. serves as distabtior these

open-end investment companies, and has enteredsaieated

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 conggeddor sale of
fund shares to clients on a brokerage basis, andhfareholder
servicing (including pursuant to plans of distributadopted by
the investment companies pursuant to Rule 12b-leurtte

Investment Company Act of 1940).

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

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

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

Code of Ethics

MSSB'’s Investment Adviser Code of Ethics (“Codepplies to
its employees, supervisors, officers and directengaged in
offering or providing investment advisory producéd/or
services (collectively, the “Employees”). In essenthe Code
prohibits Employees from engaging in securitiesdetions or
activities that involve a material conflict of inést, possible
diversion of a corporate opportunity, or the appree of
impropriety. Employees must always place the irssreof
MSSB'’s clients above their own and must never usamedge
of client transactions acquired in the course efrttvork to their
own advantage. Supervisors are required to useomebk
supervision to detect and prevent any violationshef Code by
the individuals, branches and departments thatshpgrvise.

The Code generally operates to protect againstlictmfof

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

An Employee who wishes to conduct business activity
outside of his or her employment with MSSB, regesdlof
whether that Employee receives compensation fos thi
activity, must first obtain written authorizatiorofm his or
her supervisor. (Outside activities include serviag an
officer or director of a business organization on4profit
entity, and accepting compensation from any person
organization other than MSSB.)

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

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

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

e Certain Employees, because of their potential acteaon-
public information, must obtain their supervisongtior
written approval before executing certain secusitie
transactions for their personal securities accourtd
Employees must also follow special procedures for
investing in private securities transactions.

e Certain Employees are subject to further restnstion their
securities transaction activities. DM Private Wealt
Advisors and their team members and sales assstaay
not trade in their own accounts (or certain accoimiwvhich
they or related persons have an interest) in theesgecurity
on the same day as they execute advisory clierdsles.
Trades in derivatives of the security are also iitdd on
the trade date.

Please ask your Private Wealth Advisor if you woliks:
more information on the Private Wealth Advisor'sgtices
in this respect.

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

Reviewing Accounts

At account opening, your Private Wealth Advisor messure
that, and the Private Wealth Advisor's Branch Maragpnfirms
that, the account and the investment style arealsleit
investments for you.

Your Private Wealth Advisor is then responsible feviewing
your account on an ongoing basis. Your Private IWea
Advisor may adjust your portfolio at any time aatiog to
market conditions. Your Private Wealth Advisor Ivékk you
at least annually if your investment objectivesénakianged. If



your objectives change, your Private Wealth Adviseill
modify your portfolio to be suitable for your needs

The PWM Advisory Group reviews accounts daily toedeine
if any investments are outside the program guidsliand, if so,
requires your Private Wealth Advisor to bring yocaccount
within the guidelines.

See Item 4.A above for a discussion of accounestants and
Performance Reports.

Client Referrals and Other Compensation
See “Payments from Mutual Funds” in Item 6.B above.

Financial Information

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

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

MSSB and it predecessors have not been the subfee
bankruptcy petition during the past ten years.
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Exhibit A: _Statement of Morgan Stanley Smith Barngy and MS&Co. Responsibilities

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

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

» Providing investment advice to investment adwisdients
of Morgan Stanley Smith Barney.

e Determining whether any investment advice or
recommendation given to you by your Financial Advis
suitable for you, and whether persons placing ucsions
for your account are authorized to do so. MS&Cd| nat
give you advice about your investments in your Morg
Stanley Smith Barney account(s) and will not eveduhe
suitability of investments made by you, your Finahc
Advisor, or any other party for your Morgan Stankmith
Barney account(s).

» Accepting orders and other instructions from yegarding
your account, and promptly and accurately trangmgitt
those orders and instructions to MS&Co. MS&Co. it
accept orders or instructions directly from you. riyn
Stanley Smith Barney may send orders for the psetma
sale of securities on your behalf to MS&Co. for @xén,
or Morgan Stanley Smith Barney may execute the
transaction and instruct MS&Co. to post the tratisacto
your account.

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

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

 Offering margin accounts to Morgan Stanley Sniddrney
customers and setting margin requirements for Morga
Stanley Smith Barney accounts consistent with any
requirements established by MS&Co. Morgan Stanley
Smith Barney is responsible for informing you okdit
requirements of your account and how to comply wigm.
Morgan Stanley Smith Barney regularly receives from
MS&Co. information on the status of margin accousmsl
notice of changes in MS&Co. house rules. You andddo
Stanley Smith Barney are responsible for ensutiag any
extension of credit for which you apply or that yaecept is
suitable or appropriate for you, and that your rmarg
accounts are at all times funded in compliance with
Regulation T of the Federal Reserve board, thesrofehe
New York Stock Exchange, Inc., and other applicadalt-
regulatory organizations and the house rules of K@8&

* Investigating and responding to any questionsoonplaints
you have about your account(s), confirmations, your
periodic statement, or any other matter relatedydor
account(s). Morgan Stanley Smith Barney will notify
MS&Co. with respect to matters involving services
performed by MS&Co.
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» Maintaining the required books and records wékpect to
the functions it performs.

MS&Cao. is responsible for:
» Executing, clearing, and settling securities $eagtions.

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

» Custody (or safekeeping) of funds and securitievered
to MS&Co. on your behalf or received by MS&Co. in
connection with transactions in your account(s).&g8. is
responsible for the handling of funds and securitidich it
holds or receives on your behalf in accordance \hiin
instructions given by MSSB..

» Receiving and delivering funds and securities Your
account in accordance with MSSB instructions. MS&So
not responsible for any funds or securities whicé aot
actually delivered to it, or for any funds withdnmavirom
your account(s) by MSSB or its employees.

» Extending credit to you in connection with buyiray
maintaining securities in your account(s). MS&Cadll wot
determine whether any extension of credit for whycu
apply or accept is suitable or appropriate for y@és
described above, you and MSSB are responsible for
ensuring that your credit accounts are at all tifo@sled in
compliance with Regulation T of the Federal Resévard,
the rules of the New York Stock Exchange, Inc., atiter
applicable self-regulatory organizations and thaseorules
of MS&Co.. These rules are exclusively for the potion
of MS&Co., and to the extent permitted by law, MS&C
will not be liable to you for any failure by MS&Cdo
comply with these rules. MS&Co. has the right theta
market action in your account if it does not mdwt tredit
requirements. MSSB regularly receives from MS&Co.
information on the status of credit accounts antcaoof
changes in MS&Co. house rules.

- Maintaining the required books and records witlpees to
the functions it performs.



