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Iltem 2: Material Changes

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

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

TRAK Fund Solution - Program Name. The program
available to clients in the Morgan Stanley chanfaid to
Smith Barney clients whose accounts have been cmuyds
now called the TRAK Fund Solution program insteddhe
Morgan Stanley Fund Solution program. (Item 4.A)

TRAK Fund Solution — Accounts Have Brokerage and
Investment Advisory Components. TRAK Fund Solution
accounts consist of two components:

e an investment advisory component, in which you can
only hold mutual funds offered through the TRAK
Fund Solution program and

» a brokerage component, in which you may hold other
types of assets. Your sweep option is part of the
brokerage component.

The asset allocation, mutual fund evaluation, aystesnatic
rebalancing services apply only to the investmemhtisory
component of the account. We act as an investmdvis@
and fiduciary with respect to the investment adwiso
component of the account, but not the brokeragepooent.

The asset-based fee specified in your client agee¢@pplies
only to the investment advisory component of theoaat, and
not the brokerage component. Instead, you pay elagje
commissions and expenses in accordance with yalkebage
documentation (except that we waive the annual fed)you
have accounts related for billing purposes, thateel billing

applies only to the investment advisory componeifitem
4.A)

TRAK Fund Solution — Types of Rebalancing. The
following types of rebalancing are available in TIRAund
Solution accounts:

» Tactical Rebalancing. If you accept our
recommended allocation, we will review the
investment advisory component of your account for
rebalancing and, if necessary, rebalance it tdahee-
current recommended allocation promptly after we
change the recommended allocation for your investor
profile.

* Quarterly RebalancingYou may choose to have the
investment advisory component of your account
automatically reviewed for rebalancing quarterlgan
if needed, rebalanced to, as applicable, the then-
current recommended allocation for your investor
profile or your selected asset allocation.

« Other Rebalancing.You may direct us to rebalance
the account at any time.

(Item 4.A)

Smith Barney 401(k) Advisory Program (SB Channel).
This program is now closed to new investors. (Itef)

Cash Sweeps. Any uninvested cash, and allocations to cash,
in your account are invested in either interestringabank
deposit accounts (“Deposit Accounts”) or money mark
funds. If you have a Deposit Account, this may rmheld at
one or more of the following banks affiliated witrs: (i)
Morgan Stanley Bank, N.A., (i) Morgan Stanley PRitie
Bank, National Association or (iii) Citibank, N.Aach bank
pays us a fee based on your Deposit Account badafeeeept
on retirement plans or Coverdell Education Savexgsounts).
Your Financial Advisor does not receive a portidntleese
fees.

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

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

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

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 the Smith Barney and related bussess of
Citi affiliates. Under the terms of the agreemégitj sold 100%
of its Smith Barney, Smith Barney Australia and I@ui units
for a 49% stake in the joint venture company andupfront
cash payment of $2.7 billion. Morgan Stanley Pasxthanged
100% of its Global Wealth Management business f&186
stake in the joint venture company. After year ¢hrorgan
Stanley Parent and Citi will have various purchasel sale
rights for the joint venture company, but Citi widbntinue to
own a significant stake in the joint venture compa least
through year five. The joint venture owns MSSB.

MSSB’s investment advisory services are providedugh two
channels. One channel generally provides the imerst
advisory programs previously provided by Smith Bgrand/or
Citigroup Global Markets Inc. (“CGM") (“SB Channgl'and
generally provides these programs through the dams@esses
and retail locations as did Smith Barney and/or CGNihe
other channel generally provides the investmentisady

programs previously provided by MS&Co. and gengrall

provides these programs through the same businassegetail
locations as did MS&Co. (“MS Channel”).

MSSB offers clients (“client”, “you” and “your”) nrey different

advisory programs. Many of MSSB’s advisory servica®

provided by its Consulting Group (“CG”) businesstun Some

advisory programs offered in the SB Channel and Giannel

are very similar to each other and may have differeames
based on the channel in which they are offered. heOt
programs may have the same name in both channélshéu
program details may differ in some respects betwésn

channels. Some programs are available only in avannel.

You may obtain brochures for other MSSB investraghtisory

programs at www.smithbarney.com/ADV or by askinguyo
Financial Advisor.

MSSB is in the process of merging the SB Channel &S
Channel advisory programs. In addition, we angitgpthat in
2012, the SB Channel and MS Channel will ceaseabipgr as
separate channels, and will begin operating asiglesichannel
on one platform which will at least initially be lmtantially
similar to the channel and platform on which the KBannel
currently operates. This conversion of the SB @kaand the
MS Channel will be referred to as the “ConversioAccounts
opened or operating on this one platform will bfemeed to as
“Converted Accounts.” We do not anticipate thatisth
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conversion will have any material impact on MS Qtelrclients
or accounts. We anticipate that the Conversioh @dtur in
three “Cuts” during 2012, each of which will impaxtients and
accounts of certain SB Channel branch offices. amgcipate
that the conversion will be complete after thedh@ut, and that
after the third Cut no accounts will remain in 88 Channel
platform. MSSB will notify you if and when your emunt will
be converted (and of any impact that conversioh malve on
your account) prior to any Conversion Cut that iotpa/ou.

Until the Conversion is complete, clients’ assetdl We
custodied at either CGM (for SB Channel clientsM8SB (for
MS Channel clients).

A. General Description of Programs and
Services

TRAK Fund Solution (MS Channel)

TRAK Fund Solution is a mutual fund asset allocafpyogram
that offers clients a wide selection of strategised allocations
and mutual fund investment options, as well asooti features
such as systematic rebalancing of Program accolmRAK
Fund Solution clients retain investment discretiover their
accounts.

TRAK Fund Solution accounts consist of two compdgen an
investment advisory component and a brokerage coewio
The asset allocation, mutual fund evaluation, apstesnatic
rebalancing services apply only to the investmedvisory
component of the account. MSSB acts as an investathisor
and fiduciary with respect to the investment adyissmmponent
of your account, but not the brokerage component.

For the investment advisory component of your TRAKnd
Solution account, you can choose from among afitianutual
funds and money market funds and unaffiliated nmutuads.
Mutual fund shares purchased or sold through thgm@m in the
investment advisory component of your account artesabject
to any sales charges (or “loads”).

As part of the account opening process, you compkat
Investor Questionnaire that identifies your investin
objectives, risk tolerance, and investment timezoor. Based on
your responses to the Questionnaire, we determioar y
investment profile, and recommend an asset allocdr the
investment advisory component of your account basedhe
TRAK Fund Solution program’s asset categories. TRAknd
Solution offers recommended allocations for varidugestor
profiles. The recommended allocations are reviewat
updated periodically, in response to changes in dhpital
markets. You may accept the recommended allocatiooreate
an asset allocation based on your preferencesufagcept the
recommended allocation, any subsequent updates h&
recommended allocation corresponding to your irreptofile
will automatically become the then-current targécation for
the investment advisory component of your account.

After you select your asset allocation, we willfhgbu identify
appropriate mutual funds for each category in thecation.
You must select at least one mutual fund for easetacategory



in the asset allocation. In the investment advisamponent of
your account, you can only hold mutual funds offeterough
the TRAK Fund Solution program. Availability of nual funds
through the TRAK Fund Solution program is subjecthange.

You are responsible for your decision to particpat TRAK

Fund Solution and your selection of mutual fundBRAK Fund

Solution is not necessarily suitable for all cleseeking to build
and invest in a portfolio of mutual funds. Beforeralling in

TRAK Fund Solution, you should discuss with younddicial

Advisor whether alternative programs and investsenay be
more appropriate given your individual goals angkotives.

Fund Replacement.At times, including as a result of a
rebalancing to the current recommended allocati@m
investment discipline reclassification, or the teration from
TRAK Fund Solution of a mutual fund held in the @stment
advisory component of your account, you may be irequto
select a new or a replacement mutual fund for effeltcted asset
category in the asset allocation. MSSB will notffiyu and ask
you to select a new mutual fund. MSSB’s notice vdéntify a
mutual fund selected by MSSB as being an apprapriat
replacement mutual fund from those available in RRPund
Solution (which may include both affiliated and €itated
mutual funds as potential default investments)ydfi do not
select a new mutual fund within the time frame prib®d in the

MSSB may impose minimum and maximum requirements fonotice, we will buy the replacement mutual fund imeour

the number of funds in each asset category anddbeunt as a
whole.

There is no assurance that the mutual funds wifiopea in any
particular manner. Past performance of any mutwad for asset
class is no guarantee of future performance. Chlyefead the
prospectus of each mutual fund before you invest.

notice and liquidate any existing terminated mutdiahd.
Liquidation may cause a taxable event and you shoahsult
your tax advisors. Liquidation may also result dd#ional costs
and charges. You may not purchase or hold mutualsfun the
investment advisory component of your account eixt¢bpse
offered through TRAK Fund Solution.

TRAK NAV (SBChannel)

Tactical Rebalancing. If you accepted the recommended TRAK NAV is a mutual fund tactical asset allocatiprogram

allocation, we will review the investment advisagmponent of
your account for rebalancing and, if necessaryaleaite it to the
then-current recommended allocation promptly afterchange
the recommended allocation for your investor peofil

Quarterly RebalancingYou may choose to have the investment

advisory component of your account automaticallyiewed for

rebalancing quarterly and, if needed, rebalancegou select
quarterly rebalancing, and you accepted the recamdet
allocation, your account will be rebalanced to then-current
recommended allocation for your investor profileb@lancing
to the updated recommended allocation may invotldirey or

removing asset categories, which may require gebirmutual
fund and/or selecting one or more new mutual fufudsthe

account. If you select quarterly rebalancing, and greated an
asset allocation based on your preferences, yaauac will be

rebalanced to your selected asset allocation.

After reviewing your account for quarterly rebalamy; we will
only perform the rebalancing when any asset cajedes
reflected in the values of mutual fund holdingghat category
on the day the account is reviewed) deviates frbm target
allocation by more than 5% of the value of assetsthe
investment advisory component of your account. Retzing
will be accomplished by buying and selling sharésmotual
funds. In taxable accounts rebalancing may caugexable
event, and you should consult your tax advisor.

If you wish to add or drop quarterly rebalancintggse talk to
your Financial Advisor. If you do not elect autdina
rebalancing, you should consider whether an altetmauch as
a commission based account might be more costtefethan
TRAK Fund Solution.

that offers clients a wide selection of affiliatadd unaffiliated
mutual fund investment options, as well as optiofeatures
such as systematic rebalancing of client accountafter
Conversion, TRAV NAV accounts will become TRAK Fund
Solution accounts as described above.

TRAK NAV accounts consist of two components: areistient
advisory component and a brokerage component. alset
allocation, mutual fund evaluation, and systemagicalancing
services apply only to the investment advisory congmt of the
account. MSSB acts as an investment advisor andifidy with
respect to the investment advisory component of ymeount,
but not the brokerage component.

TRAK NAYV consists of the following elements:

Request. The core of TRAK NAV is MSSB’s evaluation of the
client’s financial goals and risk tolerances baseda client
questionnaire (“Questionnaire”) that the client pbates with
the assistance of a Financial Advisor. If the rdlig financial
situation and individual needs change, the clieay komplete a
new Questionnaire, in which event MSSB will issuenew
proposal, appropriate for the client’'s changeduitstances.

Proposal. Based on its evaluation of the client’s finangjahls
and circumstances, MSSB prepares and issues
recommendation (“Proposal”) to the client. In tReoposal,
MSSB provides advice as to the appropriate mixneestment
types designed to balance your financial goalsresfjaiour risk
tolerances as part of your investment strategy.e Phoposal
provides specific advice about implementing invesim
decisions through mutual funds offered by a varietyfund

families, which cover a spectrum of investments atitizing

various asset allocation models varied to differesk tolerances

Other Rebalancing.Regardless of whether or not you select(*TRAK Model”). You may select a particular modet you

quarterly rebalancing, you may direct MSSB to raheé the
account at any time.

may create your own asset allocation model (“Cuskdouel”)
for the investment advisory component of your aotolf you
select the Custom Model, you cannot select the at



Reallocation Option (discussed below). The clieatymurchase
the Funds without the imposition of any initial oontingent
deferred sales charges. The Proposal specifiemaination of
Funds considered suitable for the client.

Investment Monitor. TRAK NAV is an ongoing investment
advisory service. Once an account is active, yeceive a
periodic review (“Investment Monitor") showing the
performance of the investment advisory componentyatir
account. The Investment Monitor is a monitoringpame
containing an analysis and evaluation of the invesit advisory
component of the TRAK NAV account to ascertain vileetthe
objectives for the TRAK NAV account are being metda
recommending, when appropriate, changes in theatltn of
assets among investment types.

Automatic Reallocation Optionlf you follow a TRAK Model,
you can elect to have your TRAK funds adjustedmfriime to
time, to reflect changes to TRAK Model.

If a recommended allocation to any asset clashénTtRAK
Model changes by more than 10 percentage pointg, (@n
increase from a 15% allocation to a greater tha¥ 28ocation
or a decrease to less than 5%), we will send yautten notice
describing the recommended change and
implementation date (“Effective Date”). We will makthe
allocation change on the Effective Date, unlessigstruct us in
writing before then not to do so.

You may remove the Automatic Reallocation Opticoriryour

account by giving us written notice. In additiore will remove

the Automatic Reallocation Option from your accoifint

e prior
recommended change, you notify us in writing thatl ylo
not want us to implement the change

e you invest in an asset class that is not recomnteadeart
of the TRAK Model or cease to invest in an assaslthat
is recommended as part of the TRAK Model or

» you effect a transaction that results in your haddi in an
asset class deviating from the recommended allmtdiy
more than 5 percentage points (e.g., a transactisulting
in more than 15%, or less than 5%, of your TRAK éiss
being invested in an asset class with a 10% recomeat
allocation).

In a taxable account, reallocation transactions meaylt in tax
consequences for you.

Shareholder Servicing FeedAs a result of MSSB's receipt of
shareholder servicing and other mutual fund fee&efficing

propos

through the TRAK NAV program are available from you
Financial Advisor.

Smith Barney 401(k) Advisor Program® (SB Channel —
Closed to New Investors

The 401(k) Advisor Program is essentially the sgmgram as
the TRAK NAV program with a few differences. Falling

Conversion, to the extent applicable, account featun this
program will be the same as those in TRAK Fund Smu

This program is available only to 401(k) plans aitd
participants. MSSB provides plan participants  with
individualized recommendations regarding the alioceof their
assets among the mutual funds available under kue. gt
times, the record keeper may add funds to the proghat are
not covered by Consulting Group Investment AdviResearch .

Accounts in this program hold only investment adiysassets,
and do not have a brokerage component.

In order to open an account and receive MSSB’scagplan
participants complete the Participant Investmean®ér (“PIP”)
Questionnaire.

eISIIP Questionnaire. Each eligible plan participant may
complete an online questionnaire, which requedtsrnmation on
the participant's age, salary, years to retiremesk tolerance
and certain other information.

PIP Report. MSSB will provide each participant that
completes a questionnaire with a PIP Report. The Wil
contain, among other things, MSSB’s advice, basadthe

to the Effective Date of a greater-than-10%information contained in the guestionnaire, asrtcappropriate

allocation (“MSSB Recommended Allocation”) of thdamp
assets attributable to that participant among taéable mutual
funds.

If a participant’s risk profile or any other circgtances relevant
to the MSSB Recommended Allocation changes, thecjzant
may complete a new PIP questionnaire, in which e¥48SB
will issue a new MSSB Recommended Allocation, appete
for the participant's changed circumstances.

Participant Quarterly Statement. ING Institutional Plan
Services LLC (“ING Institutional Plan Services”) @nother
third party, on behalf of MSSB, will furnish eaclarficipant
with a quarterly statement of the performance efghrticipant's
Funds. The quarterly statement also will contdie then
current MSSB Recommended Allocation for a partintpa
(provided the participant has completed a PIP Qumasaire)
and the participant’s actual allocation among theds. MSSB

Fees”), the aggregate fees received by MSSB may vapiso may include in the quarterly statement changeshe

depending on the Funds in which the client invegtdess the
client is a Plan. (Please see Item 4.C for moferination on
the mutual fund fees.) Consequently, MSSB has dlicbiof

interest when recommending mutual funds to yougssilthe
client is a Plan). We address this conflict by sbaring the
mutual fund fees with your Financial Advisor. Téwenual rates
of Servicing Fees that MSSB receives from the Fuadd/or
their sponsors, investment advisers or other serpioviders
with respect to non-Plan client assets investeth@se Funds

recommendation previously made to the participAft1$SB

determines that doing so is warranted by changesarket or
other conditions that have taken place since thgaisce of the
last recommendation. MSSB will furnish quartertgtements
to a participant for as long as the plan sponsatticoes to
engage ING Institutional Plan Services to provitenpservices
and MSSB to offer the Advisory Service.



Transactions in the Funds; Automatic Reoptimizatioand
Rebalancing. A participant may accept the
Recommended Allocation or modify any part of it. €Th
allocation selected by a participant is his or f@enchmark
Allocation.” If a participant selects the MSSB Reutoended
Allocation, the Benchmark Allocation is the MSSB
Recommended Allocation Except in the case of Auiien
Reoptimization (described below), the Advisory S$esvis
nondiscretionary. As a result, to implement inuest
recommendations made by MSSB under the AdvisoryiSsr
participants must contact ING Institutional Plamees (or its
designated agent) in its capacity as plan recopttee

ING Institutional Plan Services will effect tranfiaos in the
Funds as directed by participants, and give paditis the
option of having their plan investment accountsustjd to
compensate for asset allocation changes or malketuétion.
Participants may select one or both of the follayaptions:

(i) Automatic Reoptimization (available only for Participants
who selected the Automatic Reoptimization featurd are
using the MSSB Recommended Allocation). If a parént

MSSB |,

plan client

responding to inquiries of a plan sponsor regardamong
other things, share prices, account balances, etidd
amounts and dividend payment dates

e with respect to a plan’s ownership of, or transatti with
respect to, any Fund, preparing information andomsp
regarding dividends and other distributions madtheio
distributions and payments, and gross proceedsatd s
transactions and

+ other matters.

TRAK Consulting Group Capital Markets Funds
(SB Channel)

TRAK Consulting Group Capital Markets Funds (“TRAK
CGCM”) is a mutual fund asset allocation prograrat thffers
clients a selection of strategic asset allocatams a selection of
multi managed sub-advised mutual funds. Althoughenof the
sub-advisers are affiliated with MSSB, the manaterthe
TRAK CGCM funds is affiliated with MSSB. In additioto the

selects this option, when MSSB recommends an ass@P0ve, TRAK CGCM has substantially the same program

allocation change, the participant’'s account wile b
automatically reallocated by ING Institutional Pl&arvices
to substantially match the
participant's future contribution election will alsbe
adjusted to match the change) as soon as admiiistya
feasible.
(i) Annual Account Rebalance (available only for Participants
who selected the Automatic Account Rebalance featur
If a participant selects this option, ING Institutal Plan
Services will rebalance his or her account each gaahe
last day of the anniversary month of the particiizafirst
contribution in the plan (after such time as INGtitutional

recommended change (th®

features as TRAK NAV, except that:

the mutual funds are different

¢ TRAK CGCM accounts hold only investment advisory
assets and do not have a brokerage component and

e the Shareholder Servicing Fees are different (plsas Item
4.C for more information).

The TRAK CGCM Funds are sub-advised by recognized
institutional investment management firms. The-adbisers
must be on Consulting Group Investment Advisor Bedgs
Focus List or Approved List, as described in ItemA.6
Consulting Group Advisory Services LLC (“CGAS"), eth

Plan Services has been engaged by the plan spotwsor) investment manager to the TRAK CGCM Funds, seleeish

substantially maintain the participant's most relen
selected Benchmark Allocation. This rebalancingl e

sub-adviser. CGAS is responsible for periodicallyiewing
each sub-adviser and also reviews TRAK CGCM Furals t

accomplished by automatically exchanging a dollarensure a minimal overlap of investments among Famdisthat

equivalent number of shares of each Fund to becestfor

the corresponding number of shares of each Funbeto
increased until the actual allocation substantiatigtches
the participant's most
Allocation.

The services which ING Institutional Plan Servi¢aad/or an

affiliate) provides for these fees may include, amoother

things:

e receiving
exchange and redemption of Fund shares

communicating such instructions on behalf of trengb the
Funds

* maintaining records of instructions and outstandingd
share balances on behalf of a plan and furnishiegpian
sponsor with periodic transaction reports

e providing a plan sponsor with copies of Fund prosyses
and other Fund materials

« assisting the Funds with the solicitation of prexie
e providing the Funds with certain information regard a

instructions from a plan for the purchase
an‘grust.

the Funds do not stray from their stated investmmaahdate.
Following Conversion, the TRAK CGCM program will be
available to former MS Channel clients and all Gented

recently selected BenchmarkAccounts will be operated, as applicable, in thmesananner as

TRAK Fund Solution accounts as described above.

Certain TRAK CGCM clients may invest in a Stableluéa
Trust. You will also bear a proportionate sharetted Stable
Value Trust's fees and expenses. The Portfolies's fand
expenses are described in detail in the prospesug6r the

RETIREMENT  CLIENTS SHOULD REVIEW THE
ADDENDUM RELATING TO THE DEPARTMENT OF LABOR
EXEMPTION

Common Features Relating to the Programs

Account OpeningTo enroll in the TRAK Fund Solution, TRAK
NAV or TRAK CGCM programs, you may complete an
investment questionnaire or receive a proposal. efmll in



any of these programs, you must enter into the raragclient
agreement (“Client Agreement”).

Fund Prospectuses and Profile§o assist clients in selecting
funds, MSSB can provide profiles for each mutuahdfu
identified to a client. MSSB does not guaranteeabeuracy of
historical performance information and other infation in
these profiles.

The prospectuses of the mutual funds participatimgthe
Program are available from Financial Advisors. Ystould
carefully review and evaluate each selected mditunal’s profile
and prospectus, including the fees and expensesiatesd with
investments in these funds.

Investment Discretionln the programs listed in this brochure,
neither MSSB nor any affiliated entity has any istveent
discretion over the client's account. The clienakes all
investment decisions, except as described above reffard to
tactical rebalancing or quarterly rebalancing (TRAKuNnd
Solution), the Automatic Reallocation Option (TRAAV and
TRAK CGCM) or fund replacements (TRAK Fund Soludion

they qualify for discounts or a waiver of salesrges outside
the Program, and do not use the rebalancing ofooagion
features offered in the Program, purchasing funds ai
commission-based account may be a more cost-effeatay of
investing. The programs in this brochure are né¢rided for
clients who wish to maintain high level of cash oash
equivalents in the account.

Clients generally may invest in and sell mutualdsiravailable
in the Program. A client may be prevented from hgyand/or
selling shares of a mutual fund if the client hagaged in, or is
deemed to have engaged in, short-term trading cessive
trading. Additionally, clients who engage in shtatm trading
outside of systematic rebalancing may be subjechtmt-term
redemption fees as set forth in the selected mutuatl’'s

prospectus.

Restrictions. In each of these programs, you will select the
individual mutual funds. You cannot impose resimits on the
securities held by a mutual fund.

Trade Confirmations, Account Statements and Perfance
Reviews. CGM (for SB Channel clients) or MSSB (for MS

Mutual Fund Managers.The managers of the mutual funds thatChannel clients) is the custodian and provides wih written

MSSB selects to participate in the TRAK Fund Solutiand
TRAK NAV programs may employ the same or substégtia
similar investment strategies, and may hold sinplartfolios of
investments, in other investment products or pnogréhat they

confirmation of securities transactions, and actstatements at
least quarterly. You may waive the receipt of trade
confirmations after the completion of each tradefamor of
alternative methods of communication where avada®bu will

manage, such as managed account programs. These othlso receive mutual fund prospectuses.

products or programs may be available through MS8B
elsewhere. The costs and the services relatinghéo ather
products or programs in which these strategiesoffezed will
differ.

Changes to Mutual Funds in the ProgramtMSSB may add or
remove mutual funds from the Program in its disoretMSSB
reviews mutual funds, fund managers, and fund caiegaon an
ongoing basis to determine whether funds shoulcanerm the
TRAK Fund Solution and TRAK NAV programs. MSSB may
determine to terminate a fund from the programis IMSSB’s
judgment a change in the fund company’s organingfsoich as
personnel turnover) or a change in investment egsator
process is so material that it is likely to affatie fund’'s
performance or its ability to provide the investmetyle for
which it was originally selected. See “Selectior &eview of
Funds for the Programs” below. Mutual funds magoal
determine to discontinue offering their shares ufgro the
Program or elect to change the share class offémethe
Program.

Limitations on Number of Funds, Cash Allocations dn
Trading. The TRAK Fund Solution and TRAK NAV programs
impose limitations with respect to the minimum anédximum
number of investment disciplines, and fund posgion each
discipline, allowed in the investment advisory cament of
Program accounts, to optimize the services thahtdireceive in
relation to the aggregate fees paid. To fully mslhe benefits
of the Program services, including due diligence amnitoring
of participating funds, asset allocation, and r&pgr accounts
should generally allocate assets to at least tlimgestment
disciplines (in addition to cash) and hold not mthan three
funds in each discipline. Clients should take iatgount that, if
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We provide written Investment Monitors to you evepyarter.
These reviews have tabular reports and graphicaplaiis
showing how your account investments have perforroeth 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 sesviite. To
enroll your account in the online account servidte, SSB
Channel clients should go to https://www.smithbgroem/app-
bin/reg/serviets/Registration and MS Channel cliesttould go
to https://www.morganstanleyclientserv.com/Free€ntit
Enrollments/Identification.aspx and follow the stepstep
instructions. If, however, you would like to receithese reports
by mail, please call 1-888-454-3965. In TRAK Fubdlution
and TRAK NAV, the Investment Monitor covers onlyethssets
in the investment advisory component of your actoun

Termination of Client AgreementEither MSSB or the client
may terminate the client agreement. Upon termomatMSSB
may convert your shares to a non-advisory shargsclalease
see Item 4.C. In the TRAK CGCM program, if you tarate
your advisory agreement, we will liquidate all yollRAK
CGCM mutual fund shares.

Please consider the investment objectives, riskischarges and
expenses of each mutual fund carefully before itiwgs A
mutual fund’s prospectus contains this and othéorimation
about the fund and may be obtained from your Fiignc
Advisor. Please read it carefully before investinga mutual
fund.



Risks

All trading in an account is at your risk. The \alof the assets
held in an account is subject to a variety of fessteuch as the
liquidity and volatility of the securities marketfvestment

performance of any kind is not guaranteed and do¢predict

future performance with respect to any particutaroant.

Risks Relating to Money Market Funds.An investment in a
money market fund is neither insured nor guarantegdhe
Federal Deposit Insurance Corporation (“FDIC") oy eother
government agency. Although money market fundsk dee
preserve the value of your investment at $1.00spare, there is
no assurance that will occur, and it is possibléose money if
the fund value per share falls. Moreover,
circumstances, money market funds may be forcedetse
operations when the value of a fund drops belovwd&Iper
share. In that event, the fund’'s holdings areidigted and
distributed to the fund’s shareholders. This litpion process
could take up to one month or more. During thateti these
funds would not be available to you to support pases,
withdrawals and, if applicable, check writing or MTdebits
from your account.

Fees

In the TRAK Fund Solution, TRAK NAV and TRAK CGCM
programs, the client pays an asset-based fee tdBM&Bulated
on the investment advisory assets in the accol&8B Fee”),
which covers MSSB investment advisory servicestarlys of
securities, trade execution with or through CGM/NBSSs well
as compensation to any Financial Advisor. The marRinMSSB
Fee is 2.00% of the market value of the investnahtisory
assets in client’'s account. The MSSB Fee for thé@lSBarney
401(k) Advisor program is a maximum of 1.50% of tharket
value of the client’s account.

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 tinan€ial
Advisor. In special circumstances, and with théertls
agreement, the fee charged to a client may be ri@ne the
maximum annual fee stated in this section.

The fee is payable as described in the Client Agesd.

Generally, the initial fee is due in full on thetelggou open your
account at MSSB and is based on the market valu¢thef
investment advisory assets in the account on th#t.d The
initial fee payment covers the period from the dpgndate
through the last business day of the current quartehe next
full billing quarter and is prorated accordinglyThereafter, the
fee is paid quarterly in advance based on the atarlue of
the advisory assets on the last business day ofptaeious
billing quarter. The Client Agreement authorize &N or

MSSG to deduct fees when due from the assets oewatan the
account.

TRAK Fund Solution and TRAK NAV accounts have a

brokerage component. The asset-based fee spedifigdur
Client Agreement does not apply to the brokeragmpmment.

Instead, you pay brokerage commissions and expeises
L]

accordance with your brokerage documentation (exiteqt we
waive the annual fee).

in som

Breakpoints. Fee rates in the TRAK Fund Solution, TRAK
NAV and TRAK CGCM programs may be expressed asedfi
rate applying to all investment advisory assetth&account, or
as a schedule of rates applying to different a$setls, or
“breakpoints.” When the fee is expressed as a stbeif rates
corresponding to different breakpoints, discourftsany, are
negotiated separately for each breakpoint. As thkiev of
account assets reaches the various breakpointsnd¢remental
assets above each threshold are charged the dpeliedes. The
effective fee rate for the account (or, if applieabthe
investment advisory component of an account) ashalevis
then a weighted average of the scheduled ratesmaydchange
with the account asset level.

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

purposes, you can benefit even more from existimghpoints.
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 eéssubject
to lower fee rates, which in turn lowers the averéeg rate for
Account #1. This average fee rate is then multiplwy the
actual amount of assets in Account #1 to deterttieedollar fee
for Account #1. Likewise, the total assets are iggdpko the
Account #2 breakpoints to determine the averagerdée for
Account #2, which is then multiplied by the actaamhount of
assets in Account #2 to determine the dollar feé\firount #2.

Only certain accounts may be related for billingpmses, based
on the law and MSSB'’s policies and procedures. Bwbaere

accounts are eligible to be related under thesécipsl and

procedures, they will only be related if this i®sjfically agreed
between you and the Financial Advisor. If any actoelated

for billing purposes have both an investment adyisand a

brokerage component, the related billing appliety do the

investment advisory component.

Fee Leveling (Retirement Clients Only). In the programs
listed in this brochure MSSB may rebate fee taeatent clients
as follows:

« TRAK Fund Solution: In the TRAK Fund Solution
Program, retirement clients will receive a credittbe total
dollar amount of the aggregate Servicing Fees, fthm
mutual funds (as described below in Item 4.C) HMi&SB
and its affiliates receive that is greater than0®5 Please
review your client agreement for more detailed iinfation
regarding the mechanics of the fee offset. Certdignts
may have a different fee leveling structure. Rleaview
your original client agreement.

e TRAK NAV: In the TRAK NAV program, MSSB seeks to
retain Servicing Fees equal to 0.25%. If retirenwients
select funds that pay us less than 0.25% they haille to
pay MSSB the difference between the amount the and
its affiliates pay MSSB and 0.25%. Please discu#s your
Financial Advisor which funds pay us a Servicing Fess
than 0.25%.

Smith Barney 401(k) Advisor Program: In the Smith
Barney 401(k) Advisor Program, each plan will paparate



recordkeeping and administration fees to ING lastnal
Plan Services (“ING Fee”) and ING Institutional Rla
Services will also receive fees from mutual funolsdertain
services rendered by ING Institutional Plan SerwiceThe

Other. A portion of the MSSB Fee will be paid to your &ntial
Advisor. See Item 4.D below (Compensation to Financial
Advisors), for more information.

fees received from the Funds and/or their sponsors,

investment advisers or other service providers ratual
rates currently ranging from 0.10% to 0.35%, basedhe
average daily net asset value of plan assets ewastthe
Funds.
shareholder servicing and other fees (which maynbie
form of 12b-1 fees) (“Servicing Fees”). A plan Wwile
subject to the Advisory Fee commencing on the dad¢
ING Institutional
recordkeeping services with respect
Notwithstanding the fact that participants may Ibahle to

The mutual fund fees maybe in the form o

Plan Services commences providin
to such pla

B. Comparing Costs

The primary service that you are purchasing in gphegrams
fjescribed in this brochure is a mutual funds wraggmam. You
may purchase the individual mutual funds separatijpough
you may pay a load (transaction fee) on the puechasthe
mutual fund. You should consider these and oth#erdinces
when deciding whether to invest in an investmenisaay or a

%Erokerage account and, if applicable, which adyigmograms

yest suit your individual needs.

implement investment recommendations made by MSSB

under the Advisory Service for some period of ticue to
restrictions imposed by ING Institutional Plan Seeg and
the plan sponsor to facilitate an orderly transbérplan
records to ING Institutional Plan Services. The fate is
negotiable depending on, among other things, the and
complexity of the plan, the number of participantise
number of Funds offered by the plan, and the soafpe
services provided by MSSB.

For clients who have entered into an advisory agesg
prior to January 1, 2009, MSSB will continue to pay
portion of MSSB’s Advisory Fee, currently 0.10%, ING
Institutional Plan Services. In addition to theA@Nree
portion of the Advisory Fee, ING Institutional PlServices
(and/or an affiliate) receives Servicing Fees dradlisory
assets (as described above) currently ranging @9 to
0.35%, based on the average daily net asset vdlptao
assets invested in the Funds. In the event INGttisnal
Plan Services receives a Servicing Fee greater #ran
annualized rate of 0.25%, ING Institutional Plam&=es
will reduce client’s ING Fee portion of the AdvigoFee by
such amount over 0.25%. However, if the Servidieg is
less than an annualized rate of 0.25%, ING Ingtitat Plan
Services will increase the client's ING Fee portiointhe
Advisory Fee by the difference between 0.25% aedriind
Servicing Fee. Thus, the ING Fee (and, thereftine,

C. Additional Fees

If you open an account in one of the programs desdrin this
brochure, you will pay us an asset-based MSSB F&éis
“wrap fee” covers MSSB investment advisory serviasstody
of securities, trade execution with or through CGfdr SB
Channel clients) or through MSSB (for MS Channé&ntk and
Converted Accounts), as well as compensation toFangncial
Advisor. The program fees do not cover:

« the costs of investment management fees and othenses
charged by mutual funds (see below for more d¢tails

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

e account closing/transfer costs
e processing fees or

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

plan’s aggregate Advisory Fee), may be reduced orynds in Advisory Programs

increased as a result of the aggregate amount refcBey
Fees received by ING Institutional Plan Serviceghwi
respect to plan assets invested in the Funds dutieg
quarter. Consequently, the reduction or increaseth®
quarterly ING Fee portion of the Advisory Fee pdgaty a
plan will vary based on the specific Funds in whitle
plan’s assets are invested during the quarter.

TRAK CGCM: In the TRAK CGCM program, MSSB will

Investing in mutual funds has additional expensés.addition
to our fee, you pay the fees and expenses of thieahiunds in
which your account is invested. Fund fees and esg® are
charged directly to the pool of assets the Fundstsvin and are
reflected in each Fund'’s share price. These feé®apenses are
an additional cost to you and are not includechanfee amount
in your account statements. Each mutual fund exgpeat#o (the
total amount of fees and expenses charged by it fa stated

retain an investment management fee (CGAS providingn its prospectus. The expense ratio generallyecesl the costs
investment advice to the TRAK CGCM Funds) of 0.20%.incurred by shareholders during the mutual fundssnrecent

Therefore, to the extent you invest in any fundst thay
CGAS a fee greater than 0.20%, you will receiveealit to
your investment advisory fee of the amount gredban
0.20%. Notwithstanding the above, MSSB will nateiee
any fees from the Money Market Investments funeéabé
see your client agreement for more information.
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fiscal reporting period. Current and future expans®y differ
from those stated in the prospectus.

You do not pay any sales charges for purchasesutiiahfunds
in programs described in this brochure (unlesstyputhe funds
in the brokerage component of a TRAK Fund Solutom RAK

NAV account). However, some mutual funds may chaegel



not waive, a redemption fee on certain transac#otivity in
accordance with their prospectuses.

In addition to the program fee paid by you, MSSH ats
affiliates receive payments, as described beloamfopen-end
mutual funds or their affiliates with respect to toal fund
shares held in the account (“Servicing Fees”). Addally, the
amounts of payments differ from one Fund Compargnimther.
Thus, we have a conflict to recommend certain mutuiads
over others. These payments may include:

a MSSB brokerage account, we will convert any IrebaFl
shares and/or advisory shares to the correspomdingadvisory
share class. The non-advisory mutual fund shassscl
generally has higher operating expenses than thresmonding
FI, I and advisory share classes, which may neglgtimpact
investment performance.

Cash Sweeps

Generally, some portion of your account will bechil cash. If
CGM (SB Channel accounts) or MSSB (MS Channel attsju

* TRAK Fund Solution. Fees of up to 0.28% and a fee up toacts as custodian for your account, it will effésweep”
$21 per annum for each mutual funds share from alfransactions of uninvested cash, allocations tdh aasd cash

participating mutual funds for non-ERISA assets apdto

0.25% from ERISA assets in the investment advisory,

component of your account.

e TRAK NAV. Fees of up to 0.35% from all participating ,

mutual funds for non-ERISA assets and up to 0.268tf
ERISA assets in the investment advisory componeybor
account.

* TRAK CGCM. Investment management fees of up to 0.30%

for non-ERISA assets and fees of up to 0.20% fdERISA
assets.

The maximum rates payable under these arrangeraenta the
Bill of Rights for mutual fund Investors,
http://www.morganstanleyindividual.com/OurCommitrtieiilo
frights.asp and also available on request. The r@nd terms and
conditions of these arrangements can be changadydtme.

Certain Funds are sponsored or managed by affilieitéSSB.
Since the affiliated sponsor or manager receiveditiadal

equivalents, if any, in your account into:

interest-bearing bank deposit accounts (“Deposttodats”)
established under the Bank Deposit Program (“BP”")

money market mutual funds (each, a “Money Marketd®u
and, together with BDP Deposit Accounts, “Sweep
Investments”). These money market funds are mahbhge
Morgan Stanley Investment Advisors Inc. or anofi&SB
affiliate (except for SB Channel retirement and €ualell

Education Savings Accounts, where the “sweep” money

market funds are managed by an unaffiliated mapager
If you do not select a Sweep Investment when yoenoypour

at account, your Sweep Investment will be BDP if yoe eligible

(MS Channel accounts and Converted Accounts ) lectesl by
your Financial Advisor (SB Channel accounts).

In the SB Channel, retirement accounts cannot U3l &s their
Sweep Investment.

investment management fees and other fees, MSSBahasClients with accounts that are both (a) MS Chamoebunts or

conflict to recommend MSSB affiliated Funds.

Mutual fund companies typically offer different veayo buy
mutual fund shares. Some mutual funds only offee ehare
class for a particular fund while some funds offeany types of
shares classes. In addition to the more broadbwknretail

share classes (A, B and C shares), fund comparéa® h

developed additional types of specialized sharssela designed
for specific advisory programs. If available, olig' shares are
converted into the share class required by the ahdtind for
that type of account. Depending on the circuma&anclients’
shares are converted into a share class that Haweat or a
higher expense ratio. Advisory share classes lystiave a
lower expense ratio than the share classes thaB\B&riously
offered in the program. However, we may continueffer non-
advisory share classes if, for example, there isequivalent
advisory share class available or we believe th&t mhon-
advisory share class is likely to be the most edfgctive share
class. Once we make an advisory share class alkaifab a
particular mutual fund, clients can only buy theviadry class
shares (not the non-advisory class shares) ofntléial fund in
the program.

If available, we (without notice to you) will conteany mutual
fund in your account to a share class of the samtiah fund
which is a load-waived or no-load share class sashan
Institutional (“I") share, Financial Intermediary#(") share, or
advisory program share. On termination of your aatoor the
transfer of mutual fund shares out of your advisacgount into
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Converted Accounts and (b) retirement plan accounits
Coverdell Education Savings Accounts should readBkhibit

to this brochure (“Affiliated Money Market Funds d-e
Disclosure Statement and Float Disclosure Statéinent

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

In the TRAK Fund Solution, TRAK NAV and TRAK CGCM
programs, the Sweep Investment is held in the bage
component of your account.

Bank Deposit Program. Through the Bank Deposit Program,
Deposit Accounts are established for you at onmare of the
following banks (individually and collectively théSweep
Banks”): (i) Morgan Stanley Bank, N.A., (i) MorgaBtanley
Private Bank, National Association or (iii) CitidgrN.A. The
Sweep Banks are affiliated with MSSB. The SweepkBgay
interest on the Deposit Accounts established urider 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 agatien of all
the accounts (including, without limitation, ceiddtes of
deposit that you hold at the Sweep Banks in theeseapacity).
Bank deposits held through the BDP are not covbye8IPC or
excess coverage).

If BDP is your Sweep Investment, you authorize as,your
agent, to establish the Deposit Acounts for youd &m make



deposits into, withdrawals from and transfers amibregDeposit
Accounts.

Terms of the Bank Deposit program are further desdrin the
Bank Deposit Program Disclosure Statement, whicH e

provided to you upon your first investment in thank Deposit
Program. You may also obtain the Bank Deposit g
Disclosure statement, as well as current intel@stsrapplicable
to your account by contacting your Financial Advieo through
MSSB’s website at
www.morganstanleyindividual.com/accountoptionsiassets/
investmentfeatures. You acknowledge and understaaitdwe

may amend the list of Sweep Banks at any time witlvithout

notice to you. If you are participating in the Babeposit
Program, please read the Bank Deposit Program digit

Statement carefully.

Please note the following: (i) you are responsiblenonitor the
total amount of deposits you have at each Sweex Baorder
to determine the extent of FDIC coverage availablgou; and
(i) MSSB is not responsible for any insured or nsired
portion of your deposits at any of the Sweep banks.

If BDP is your Sweep Investment, you should be awthat each
Sweep Bank will pay MSSB a fee equal to the peammbf the
average daily deposit balances in your Deposit Anto at the
Sweep Banks. Your Financial Advisor will not reaeicash
compensation of credits in connection with the BbbPassets in
the Deposit Accounts for retirement plans or Cog#rd
Education Savings Accounts. Also, the affiliategle®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 Maifkends.
Thus, MSSB has a conflict of interest in selecting
recommending BDP as the sweep fund, rather thaeligitle
Money Market Fund.

Unless otherwise specifically disclosed to you inriting, such
as in connection with the Bank Deposit program notd
above, investments and services offered through M8Sare
not insured by the FDIC, are not deposits or other
obligations of, or guaranteed by, the Sweep Banksand
involve investment risks, including possible loss fothe
principal invested.

Money Market Funds.We may, in our sole discretion, offer
Money Market Funds as Sweep Investments.
Market Funds may or may not be affiliated with MSSBrou
understand that purchases and redemptions of Mafeket
Fund shares may be effected only through MSSB hatlyiou
may not directly access the Money Market Fund.

If a Money Market Fund is your Sweep Investmentu yo
authorize us, as your agent, to make investmentsaim
redemptions from, the Money Market Fund.

Each of these Money Market Funds is a separatestiment
with a different investment objective. Their feexpenses,
minimum investment requirements, dividend policiasnd
procedures may vary. Before you invest in any Mokarket
Fund, read its prospectus carefully. Money MaFid shares
are neither insured nor protected by the FDIC. stwent in a
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The Money

Money Market Fund is a purchase of securities ssue the
Money Market Fund, not a bank deposit.

In addition, certain of the Money Market Funds havi@imum
balance requirements. For eligible Accounts, ifuryo
investment falls below the minimum balance requeam
MSSB may redeem and reinvest all of your sharehénBDP.
Once your sweep option has been changed, we will no
automatically change it back to your previous Swiesestment
even if you meet the minimum initial investment amdalance
requirements. You must contact your Financial Advito do
so. However, if a pattern develops of falling hbeldhe
minimum balance requirement, we may preclude yoamfr
investing in the Sweep Investment in the future.

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

If account cash balances are invested in Money dtaunds
sponsored or managed by MSSB affiliates, we recaikretain
fund fees up to 0.18% from those Money Market Fundhose

money market funds’ affiliates. Therefore, MSSBs ha

conflict of interest in recommending that a portioh your

account is invested in money market funds. Foirement

accounts with cash balances invested in money rdukels

sponsored or managed by MSSB affiliates, certaés feceived
and retained by such MSSB affiliates will be creditto the

account or offset against the advisory program fd@lease see
the attached Exhibit “Money Market Funds Fee Disute

Statement and Float Disclosure Statement” for rdetails.

The above provision may not apply if you are notJ&.
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 option.

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

agreements were entered into between or involvimgesor all

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

following:

e Clearing. An agreement providing that, subject to best
execution, MS&Co. and CGM (or their applicable l&fes)
will act as fully-disclosed clearing brokers for BB, which
will act as an introducing broker. MSSB may hawmaflict

of interest in introducing client trades to MS&Cand
CGM. (As of the date of this brochure, MSSB is the
clearing broker for most of the MS Channel’'s invesit
advisory programs. MS&Co. is the clearing broker f
some MS Channel clients, typically those with actsu
administered by the MS Channel's Private Wealth
Management division. CGM is the clearing broker $8
Channel clients.)

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



« Didtribution. An agreement that, in return for the paymentorganizations, corporations, other businesses statnunicipal
of certain fees and expenses, MSSB will market angovernment entities, investment clubs and othetiesit

promote certain securities and other products wmiléen,
distributed or sponsored by MS&Co., Citi or thdffilates.
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
CGM (or their applicable affiliates) will supplyvastment
research prepared by their respective researchpgroa
MSSB for its use. It is possible that MS&Co.’s rasdh
group, on the one hand, and Citi's research groupthe
other hand, may reach different conclusions, ang make
different recommendations, with respect to the séaseer
or investment manager. This may, among other thing
result in different investment decisions or recomdagions
regarding the same issuer or investment managergbei
made for or given to MSSB investment advisory ¢ken

D. Compensation to Financial Advisors

If you invest in one of the programs described inbhixhure, a
portion of the fees payable to us in connectiomwiur account
is allocated on an ongoing basis to your Finan&@lisor. The
amount allocated to your Financial Advisor in coctien with

accounts opened in programs described in this brecmay be
more than if you participated in other MSSB investin
advisory programs, or if you paid separately fovestment
advice, brokerage and other services. The compiensae

pay Financial Advisors with respect to program aets is
typically higher than the compensation we pay Fomn
Advisors with respect to transaction-based brokeragcounts.
Your Financial Advisor may therefore have a finahancentive
to recommend one of the programs in this brochostead of
other MSSB programs or services.

If you invest in one of the programs describedhiis brochure,
the Financial Advisor may charge a fee less thanntlaximum
fee stated above. The amount of the fee you payfastor we
use in calculating the compensation we pay yourarkiral

Advisor.  Therefore, Financial Advisors have a fic@l

incentive not to reduce fees. If your fee ratbatow a certain
threshold in the programs listed in this brochurel ather
advisory programs, we give your Financial Advisoedit for

less than the total amount of your fee in calcaotathis or her
compensation.  Therefore, Financial Advisors alsoveh a
financial incentive not to reduce fees below thatshold.

Iltem 5: Account Requirements and
Types of Clients

The TRAK Fund Solution, TRAK NAV and TRAK CGCM
programs generally have a minimum account sizel 6fG00.

MSSB’s clients include individuals, trusts, bankiog thrift

institutions, pension and profit sharing plansnpperticipants,
other pooled investment vehicles (e.g., hedge fyratwritable
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Item 6: Portfolio Manager Selection
and Evaluation

A. Selection and Review of Funds for the

Programs
In the TRAK Fund Solution, TRAK NAV and 401(k) Ador
programs, we offer a wide range of mutual fundg tha have

selected and approved. Item 4.A above describe®dlsis on
which we recommend particular fund to particuléemis. This

Stem 6.A describes more generally how we selecttengiinate

funds from the TRAK Fund Solution, TRAK NAV and 4B}
Advisor programs, and certain requirements for adbisers in
TRAK CGCM.

Our Consulting Group Investment Advisor Researgbadenent
(“CG 1AR") evaluates mutual funds. Funds may only
participate in the TRAK Fund Solution, TRAK NAV ardd1(k)
Advisor programs if they are on CG IAR’s Focus List
Approved List discussed below. The Focus List Apgroved
List are atwww.morganstanleyindividual.com/accoptittns/
managedmoney/manager/default.asp (or you can ask yo
Financial Advisor for these lists). In each programly some of
the mutual funds on the Focus List and Approved may be
available. (The separate managed account managergETFs
on the Focus List and Approved List are not offefredthe
programs described in this brochure.)

As well as requiring mutual funds to be on the Fotist or
Approved List, we look at other factors in deterimgn which
mutual funds we offer in these programs, including:

« program needs (such as whether we have a sufficignber
of mutual funds available in an asset class) and

* client demand.

We automatically terminate mutual funds in the TRAKNd
Solution, TRAK NAV and 401 Advisor programs if CAR
downgrades them to “Not Approved.” We may termgnat
mutual funds from these program for other reasang.,(the
mutual fund has a low level of assets under managein the
program, the mutual fund has limited capacity fartter
investment, or the mutual fund is not complyinghaaur polices
and procedures).

Focus List. To be considered for the Focus List, a mutuatifun
provides CG IAR with relevant documentation abdsisirategy,
which may include holdings, past performance infation and
marketing literature. CG IAR personnel may alsetiview the
fund’s manager and its key personnel, and examige i
operations. Following this review process, mutuahds are
placed on the Focus List if they meet the requétehdards for
Focus List status.

CG IAR periodically reviews mutual funds on the Eed.ist.
CG IAR considers a broad range of factors (inclgdin
investment performance, staffing, operational issand assets



under management). Among other things, CG IAR persb
interview fund personnel periodically to discusest matters.
If CG IAR is familiar with a mutual fund followingepeated
reviews, CG IAR is likely to focus on quantitatis@alysis and
interviews and not require in-person meetings.

Approved List.The process for considering mutual funds for theOpportunities List.

Approved List is less comprehensive, and evaluaisous
gualitative and quantitative factors. These inelyzersonnel
depth, turnover and experience; investment prockssiness
and organization characteristics; and investmemfopeance.
Furthermore, CG IAR may evaluate a mutual fund urttie
evaluation process for the Focus List but thendietd instead
put it on the Approved List.

CG IAR periodically evaluates mutual funds on thppfoved
List to determine whether they continue to meet Approved
List standards.

Changes in Status from Focus List to Approved Libt.light of
the differing evaluation methodology and standafds the
Focus List and Approved List, CG IAR may determthat a
mutual fund no longer meets the criteria for thedoList or
will no longer be reviewed under the Focus Listieavprocess,
but meets the criteria for the Approved List. If, ddSSB
generally notifies program clients regarding suietus changes
on a quarterly basis.

Changes in Status to Not Approve@G IAR may determine
that a mutual fund no longer meets the criteriaeuneither
evaluation process and therefore the mutual fuddneilonger
be recommended in MSSB investment advisory prograhfes
notify affected TRAK Fund Solution, TRAK NAV and 4(k)
Advisor clients of these downgrades. You canndgime
downgraded mutual funds in your TRAK Fund SolutidRAK
NAV or 401(k) Advisor accounts and must selectglaeement
from the Approved List or Focus List, and thatvsitble in 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
mutual funds in another advisory program or in akbrage
account subject to the regular terms and conditapmying to
that program or account. Ask your Financial Advisdout
these options.

In the TRAK Fund Solution program, MSSB generajpedifies
a replacement mutual fund (as discussed in Itemahdve). In
selecting the replacement mutual fund, CG IAR galhefooks
for a mutual fund in the same asset class, and wiittilar
attributes to the terminated mutual fund. The aepiment
mutual fund will typically be on the Focus List.

Watch Policy.CG IAR has a “Watch” policy for mutual funds
on the Focus List and Approved List. Watch statudicates
that, in reviewing a mutual fund, CG IAR has idéat specific
areas that (a) merit further evaluation by CG |ARI gb) may,
but are not certain to, result in the mutual fumddming “Not
Approved.” Putting a mutual fund on Watch does sighify an
actual change in CG IAR opinion nor is it a guaeenthat CG
IAR will downgrade the mutual fund. The durationa@WWatch
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status depends on how long CG IAR needs to evaltrae
mutual fund and for the fund to address any ardéasoncern.
For additional information, ask your Financial Asei for a
copy of CG IAR’s Watch Policy.

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

TRAK CGCM Sub-advisers. Sub-advisers in the TRAK
CGCM program must be on CG IAR’s Focus List or Apmd
List. (CG IAR follows similar — but not identical procedures
for evaluating investment managers as the procedtitgses to
evaluate mutual funds.) If a sub-adviser’'s stagushanged to
Not Approved, a replacement sub-adviser is appdinte

Other Relationships with Fund. Some mutual funds on the
Approved List or Focus List (or the funds’ managersy have
business relationships with us or our affiliateer Example, a
mutual fund or its manager may use MS&Co. or a &fitiiate
as its broker or may be an investment banking tbhéMS&Co.
or a Citi affiliate. CG IAR does not consider thestence nor
lack of a business relationship in determining Wketo include
or maintain a mutual fund on the Approved List oc#s List.

Calculating Performance

This section is not applicable to the programs idlesd in this
brochure.

B. Conflicts of Interest

In the programs described in this brochure, ndiatfdis, related
persons or supervised persons of MSSB act as portfo
manager. However, MSSB has various conflicts aérast,
described below.

Advisory vs. Brokerage AccountdMSSB and your Financial
Advisor are likely to earn more compensation if ypuest in a
program described in this brochure than if you opdmokerage
account to buy individual mutual funds (althoughaibrokerage
account, you would not receive all the benefitshef programs
described in the brochure). Financial Advisors afi&SB
therefore have a financial incentive to recommend of these
programs described in this brochure. We addrdssctnflict
of interest by disclosing it to you and by requirifinancial
Advisors’ supervisors to review your account atcaci-opening
to ensure that it is suitable for you in light ohtters such as
your investment objectives and financial circumsén

Payments from Mutual Funds. The only Mutual Funds
offered in the programs described in this brochiather than
Money Market Funds) are those that have agreedayoup the
types of payments described above in Item 4.C. h&e a
conflict of interest in offering Mutual Funds besauwe or our
affiliates may earn more money in your account frgour
investments in certain Mutual Funds. However, v ribt
share this money with your Financial Advisor (i.the
compensation we pay to your Financial Advisor i$ aifected

by the payments we receive from the Mutual Funds).



Therefore, your Financial Advisor does not haveeaulting
incentive to buy certain Mutual Funds rather thémeo Mutual
Funds.

Payments from ManagersManagers participating in MSSB-

sponsored internal training and education confergnand
meetings may make payments to, or for the bengfii&SB or
its Financial Advisors to offset the expenses iredirffor these
events. On request, your Financial Advisor can jsi@you with
a schedule of these payments.

While we provide sponsorship opportunities to alrmagers 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 meeive
additional opportunities to sponsor MSSB events praimote
their products to Financial Advisors and clientkisTcould lead
Financial Advisors to focus on products manageairyGlobal

Partners when recommending products to clientsaaisof those
from other managers that do not commit similar veses to
educational, marketing and other promotional effortMSSB
selects managers to be Global Partners based otitgtiae and
qualitative criteria.

Managers may also sponsor their own educationaleoamces
and pay expenses of Financial Advisors attendiegdhevents.
MSSB'’s policies require that the training or edimaal portion
of these conferences comprises substantially afthef event.
Managers may sponsor educational meetings or sesnina
which clients as well as Financial Advisors areitey to
participate.

Managers are allowed to occasionally give nominifls go
Financial Advisors, and to occasionally entertaimaRcial
Advisors, subject to a limit of $1,000 per employser year.
MSSB’s non-cash compensation policies set conditfon each
of these types of payments, and do not permit aiftg or
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 Fiien
Advisors.

We address conflicts of interest by ensuring tht payments
described in this “Payments to Managers” sectiomadbrelate
to any particular transactions or investment magieM5SB
clients with managers. Managers participating nogpams
described in this brochure are not required to nakeof these
types of payments. The payments described in ghigion
comply with FINRA rules relating to such activities

C. Financial Advisors Acting as Portfolio
Managers

This section is not applicable to the programs dlesd in this
brochure.
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oWours.

ltem 7: Client Information Provided to
Portfolio Managers

This section is not applicable to the programs «llesd in this
brochure.

Item 8: Client Contact with Portfolio
Managers

In the programs described in this brochure, you roagtact
your Financial Advisor at any time during normalsmess
Clients will not be able to contact the walitfund
portfolio manager.

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 CGM are predecessor broker-dealer firms of MSSB

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

«  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 bgrdgtivity,
failing to adequately manage such conflicts, fgilia ensure,
in offerings where MS&Co. was the lead underwriténat
payments made to other broker-dealers for publgshin
research reports were disclosed by the issuetwimffering
documents and the other broker-dealers in theieareh
reports, and failing to supervise properly its ezsh
analysts, including with respect to the ratingscepttargets
and content of the reports of senior research atmly
Without admitting or denying the substantive allemzs 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 altec75 -
million to fund independent research. In additiM5&Co.
agreed to a number of structural changes to theatipas of

its equity research and investment banking operatio
Concurrently, MS&Co. also entered into a settlemeith

the NYSE, the NASD and the Attorney General of 8tate

of New York with respect to the same conduct spetifn

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

In 2003, Solomon Smith Barney (“SSB”), now known as
CGM, settled civil and regulatory actions brought the
SEC, the NYSE, the NASD, the Attorney General of th
State of New York (“NYAG”), and state securities
regulators, which alleged violations of certain ded and
state securities laws and regulations, and ceN&8D and
NYSE rules, by SSB arising out of certain busingsstices
concerning sell-side research during 1999 to 2@l 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 procegu
reasonably designed to prevent the potential misofse
material non-public information in certain circuistes.
Without admitting or denying the findings, SSB cemted to
(1) censures by NASD and the NYSE; (2) cease asistde .
orders in state proceedings prohibiting SSB fromlating
certain state laws and regulations; (3) a judgrpeohibiting
SSB from violating certain laws and regulations); ¢értain
operational reforms; (5) participating in a volugtaitiative
pursuant to which SSB will no longer make allocasicof
securities in hot IPOs to accounts of executivécef§ or
directors of U.S. public companies; and (6) a paym
$400 million.

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

B shares in certain Morgan Stanley proprietary mutunds

in the amount of $100,000 or more in a single t@atien.
The SEC also alleged that receipt of directed bage
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 certeustomers,
$50 million dollars, consisting of disgorgement Pplu -
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; (2rmitting
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.
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In 2004, the NYSE brought an administrative actidlaging
that MS&Co. and MSDW (1) failed to ensure deliverfy
prospectuses in connection with certain sales ofirgees;
(2) failed to timely and accurately file daily pragn trade
reports; (3) erroneously executed certain sell rden a
minus tick for securities in which MS&Co. held aosh
position; (4) failed to timely submit RE-3 in cormtien with
certain matters; (5) hired certain individuals sabj to
statutory disqualification and failed to file fingeint cards
for certain non-registered employees; (6) failedctanply
with requirements concerning certain market-one&land
limit-on-close orders; and (7) failed to reasonaslypervise
certain activities. MS&Co. and MSDW resolved thdiat
on January 7, 2005, by consenting, without adngjttor
denying guilt, to a censure, a fine of $13 millieand a
rescission offer to those clients who should haeeived a
prospectus during the period from June 2003 to eBeipér
2004.

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

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

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

In March 2005, the NASD censured and fined CGM with
respect to CGM's offer and sale of Class B and <l&s
mutual fund shares during 2002 and the first sixtne of
2003. The NASD found that CGM either had not adégya
disclosed at the point of sale, or had not adefpate
considered in connection with its recommendationslients

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 CGM’s supervisand
compliance policies and procedures regarding Ckasnd



Class C shares had not been reasonably designedstoe
that SB Financial Consultants consistently providddquate
disclosure of, or consideration to, the benefitshef various
mutual fund share classes as they applied to iddali
clients. The NASD censured CGM and required CGag
a $6.25 million fine.

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

The SEC order found that SBFM and CGM willfully \dted
section 206(1) of the Investment Advisers Act of4Q9
(“Advisers Act”). Specifically, the order found th&BFM
and CGM knowingly or recklessly failed to disclogethe
Boards of the Smith Barney Funds in 1999 when psygpa
new transfer agent arrangement with an affiliatethdfer
agent that: First Data Investors Services GroupirgtF -
Data”), the Smith Barney Funds’ then-existing tfanagent,
had offered to continue as transfer agent and dosttme
work for substantially less money than before; @itigroup
Asset Management (“CAM"), the Citi business unitatth
includes the Smith Barney Funds’ investment manaaer
other investment advisory companies, had entertedairside
letter with First Data under which CAM agreed to
recommend the appointment of First Data as sulsfean
agent to the affiliated transfer agent in exchargmong
other things, for a guarantee by First Data of Higec
amounts of asset management and investment baféeado
CAM and CGM. The order also found that SBFM and CGM
willfully violated section 206(2) of the AdviserscA by
virtue of the omissions discussed above and other
misrepresentations and omissions in the materialaged to
the Smith Barney Funds’ Boards, including the fa&luo
make clear that the affiliated transfer agent waddh a high
profit for performing limited functions while FirsData
continued to perform almost all of the transfer rage
functions, and the suggestion that the proposeahgement
was in the Smith Barney Funds’ best interests &ad ho
viable alternatives existed. SBFM and CGM did rmné 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 206&(1J
206(2) of the Advisers Act. The order required @tipay
$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 traregfent
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
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independent monitor must be engaged at the expehse
SBFM and CGM to oversee a competitive bidding pssce
Under the order, Citi also must comply with an adwesh
version of a vendor policy that Citi institutedAugust 2004.
That policy, as amended, among other things, reguinat
when requested by a Smith Barney Fund Board, CAM wi
retain at its own expense an independent consiétipgrt to
advise and assist the Board on the selection ¢dioeservice
providers affiliated with Citi.

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

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

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

On June 27, 2006, the SEC announced the initiadiod
concurrent settlement of administrative cease aadist
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 aaie
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 differergas
from the 1997 through 2006 time period. MS&Co. and
MSDW were ordered to pay a civil money penalty GD$
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 WAS
and SEC rules. The violations related to areasidicy trade
reporting through the Nasdagq Market Center (forynerl
Automated Confirmation Transaction Service (ACT)ade
Reporting and Compliance Engine (TRACE) and Order
Audit Trail System (OATS); market making activities
trading practices; short sales; and large optioositipns
reports. The NASD also found that, at various tirdasng
December 2002 and May 2005, MSDW violated NASDsule .
and Municipal Securities Rulemaking Board (“MSRB)es
related to areas including trade reporting throUgACE,
short sales, and OATS. The NASD further found 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&Conda
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 e parties
involved in certain transactions, plus interesbnirthe date
of the violative conduct until the date of the LAWC
MS&Co. and MSDW also consented to (1) revise their
written supervisory procedures; and (2) provideport that
described the corrective action that they compleligihg the
year preceding the LAWC to address regulatory ssared
violations addressed in the LAWC, and the ongoing
corrective action that they were in the processoofipleting.

On May 9, 2007, the SEC issued an Order (“May 2007
Order”) settling an administrative action with MS&Cin -
this matter, the SEC found that MS&Co. violateddtgy of
best execution under the Exchange Act. In particulae
SEC found that, during the period of October 240120
through December 8, 2004, MS&Co.’s proprietary naark
making system failed to provide best execution éotain
retail OTC orders. In December 2004, MS&Co. remothesl
computer code in the proprietary market-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.955
million plus prejudgment interest on that amounmij é0 pay

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

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 CGM. The decision hbht
CGM failed to (1) adequately supervise certain bhan
offices and Financial Advisors who engaged in dégep
mutual fund market timing on behalf of certain ot from
January 2000 through September 2003 (in both ptami
and non-proprietary funds); (2) prevent the Finahci
Advisors from engaging in this conduct; and (3) mand
keep adequate books and records. Without admitting
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denying the findings, CGM agreed to (a) a censypg;
establishing a $35 million distribution fund forsdbrgement
payments; (c) a penalty of $10 million (half to jme&d to the
NYSE and half to be paid to the distribution funj) a
penalty of $5 million to be paid to the State ofvN&ersey;
and (e) appointing a consultant to develop a ptarpay
CGM's clients affected by the market timing.

On September 27, 2007, MS&Co. entered into a LAW w
the Financial Industry Regulatory Authority (“FINRA
FINRA found that, from October 2001 through Mar@03,
MSDW provided inaccurate information to arbitration
claimants and regulators regarding the existencepref
September 11, 2001 emails, failed to provide sunhils in
response to discovery requests and regulatory riegui
failed adequately to preserve books and recordabfailed 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 establishd&5
million fund for the benefit of potentially affeactearbitration
claimants. In addition, MS&Co. was censured ancedrto
pay a $3 million regulatory fine and to retain adependent
consultant to review its procedures for complyingthw
discovery requirements in arbitration proceedirgating to
its retail brokerage operations.

On October 10, 2007, MS&Co. became the subjectrof a
Order Instituting Administrative and Cease-And-Besi
Proceedings (“October 2007 Order”) by the SEC. The
October 2007 Order found that, from 2000 until 2005
MS&Co. and MSDW failed to provide to their retall
customers accurate and complete written trade rroafions
for certain fixed income securities in violation dhe
Exchange Act and MSRB rules. In addition, MS&Co.swa
ordered to cease and desist from committing oringusny
future violations, and was required to pay a $7.i8ian
penalty and to retain an independent consultanteteew
MS&Co.'s applicable policies and procedures. MS&Co.
consented to the issuance of the October 2007 Qvideout
admitting or denying the SEC's findings.

On December 18, 2007, MS&Co. became the subjeenof
Order Instituting ~ Administrative Cease-and-Desist
Proceedings (“December 2007 Order”) by the SEC. The
December 2007 Order found that, from January 20@# u
August 2003, MSDW (1) failed to reasonably supenifisur
Financial Advisors, with a view to preventing anetetting
their mutual fund market-timing activities and (@plated
the Investment Company Act of 1940 by allowing riphét
mutual fund trades that were placed or amended #iee
close of trading to be priced at that day’s closirgj asset
value. The December 2007 Order also found thain 2600
through 2003, MSDW violated the Exchange Act by not
making and keeping records of customer orders gdlafer

the market close and orders placed for certain éaefdgd
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 violgtaf the
applicable provisions, to pay a penalty of appratety
$11.9 million, to disgorge profits related to theading
activity (including prejudgment interest) of approately
$5.1 million and to retain an independent distiitut
consultant.

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

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

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

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

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

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

if so, the amount of the civil penalty; and (iiijdered that
CGM'’s Consent be incorporated into the November8200
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Judgment and that CGM comply with all of the undlkirigs
and agreements in the Consent, which include aer tifbuy
back at par certain ARS from certain customers. $BRE'’s
complaint alleged that (1) CGM misled tens of trends of
its customers regarding the fundamental naturendf résks
associated with ARS that CGM underwrote, marketed a
sold; (2) through its financial advisers, salesspanel and
marketing materials, CGM misrepresented to custertiat
ARS were safe, highly liquid investments comparatie
money market instruments; (3) as a result, numef2@M
customers invested in ARS funds they needed to have
available on a short-term basis; (4) in mid-Febyu2008,
CGM decided to stop supporting the auctions; andata
result of the failed auctions, tens of thousandsC&M
customers held approximately $45 billion of illiquARS,
instead of the liquid short-term investments CGMd ha
represented ARS to be. CGM reached substantiathylagi
settlements with the NYAG and the Texas State S@zsir
Board (“TSSB”), although those settlements were
administrative in nature and neither involved thimg of a
civil action in state court. The settlements witle INYAG
and the TSSB differed somewhat from the settlenvath
the SEC in that the state settlements (a) madeénfisdthat
CGM failed to preserve certain recordings of tetaph calls
involving the ARS trading desk; and (b) required NL@o
refund certain underwriting fees to certain muratijgsuers.
In addition, as part of the settlement with New K,0€GM
paid a civil penalty of $50 million. CGM also agdeén
principle to pay to states other than New York withich it
enters into formal settlements a total of $50 willi CGM
paid $3.59 million of this $50 million to Texas part of the
settlement with that state. CGM expects it will alea
settlements with the remaining states.

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

2008 MSSB’'s Form ADV Part 1 contains further informatiabout its
disciplinary history, and is available on requestnf your
Financial Advisor

Other Financial Industry Activities and Affiliation s

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

indirectly owns 51% of MSSB.

Citi indirecttyvns 49%

Both Morgan Stanley Parent and Citi are



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,sudrities
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 exesouti
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

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

Morgan Stanley Distributors Inc. serves as distabdor 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, MSSB an
affiliates, and other selected dealers, are conggeddor sale of
fund shares to clients on a brokerage basis, andhfareholder
servicing (including pursuant to plans of distribatadopted by
the investment companies pursuant to Rule 12b-leurtte
Investment Company Act of 1940).

Morgan Stanley Trust FSB, an affiliate of MSSB, vesr as
transfer agent and dividend disbursing agent farestment
companies advised by Morgan Stanley Investment gaatsiInc.
and other affiliated investment advisers and magive annual
per shareholder account fees from or with respe¢hém and
certain nonaffiliated 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 svimagstments
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’s US Investment Advisory Code of EthicEdde”)
applies to MSSB’s employees, supervisors, offiegrs directors
engaged in offering or providing investment adwsproducts
and/or services (collectively, the “Employees”).dssence, the
Code prohibits Employees from engaging in securitie
transactions or activities that involve a mater@nflict of
interest, possible diversion of a corporate opputyy or the
appearance of impropriety. Employees must alwagseplthe
interests of MSSB's clients above their own and trmever use

mutual funds in various investment advisory progsam knowledge of client transactions acquired in tharse of their
(including Morgan Stanley Investment Management .,Inc Work to their own advantage. Supervisors are requio use

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 ¥®& 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 open-&nd
closed-end investment companies and other porsfggome of
which are listed on the NYSE).
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reasonable supervision to detect and prevent aohations of
the Code by the individuals, branches and depatsrtéat they
supervise.

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

e An Employee who wishes to conduct business activity
outside of his or her employment with MSSB, regasd| of
whether that Employee receives compensation fos thi
activity, must first obtain written authorizatiorofm his or
her supervisor. (Outside activities include serviag an
officer or director of a business organization on4profit



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

MSSB is not required to include a balance she#tigmbrochure

» Employees are generally prohibited from givingeeaiving because MSSB does not require or solicit prepayraémtore

gifts or gratuities greater than $100 per recipiger than $1,200 in fees per client, six months or nior@dvance.
calendar year to or from persons or organizatiofith w

which MSSB has a current or potential businessMSSB does not have any financial conditions thatrarsonably
relationship, clients, or persons connected witlotleer likely to impair its ability to meet its contraciusdmmitments to

financial institution, a securities or commoditieschange, clients.
the media, or a government or quasi-governmentéiyen

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

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

bankruptcy petition during the past 10 years.

e Certain Employees, because of their potential acteaon-
public information, must obtain their supervisonstior
written approval before executing certain secisitie
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 restniction their
securities transaction activities (including Finiahc
Advisors and other MSSB employees who act as dartfo
managers in MSSB investment advisory programs).

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

Reviewing Accounts

At account opening, your Financial Advisor must weasthat,
and the Financial Advisor's Branch Manager confitimat, the
account and the investment style are suitable tmests for
you.

Your Financial Advisor is then responsible for mwing your
account on an ongoing basis.

See Item 4.A above for a discussion of accounestants, and
Investment Monitors.

Client Referrals and Other Compensation

See “Funds in Advisory Programs” in Iltem 4.C abawel Item
6.B.

MSSB’s Professional Alliance Group program allowertain
unaffiliated third parties to refer clients to MSSBIf the client
invests in an investment advisory program, MSSBsphg third
party an ongoing referral fee (generally about 25%he portion

of the client fee that MSSB would otherwise allecab the
Financial Advisor). MSSB may pay a fee greatetess than
25% depending on the facts and circumstances of the
relationship.
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MSSB and its predecessors have not been the subjeat



Exhibit:  Affiliated Money Market Funds Fee Discloaure Statement and Float Disclosure Statement
(APPLIES ONLY TO MS CHANNEL AND CONVERED RETIREMENT PLAN ACCOUNTS AND CESASs)

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 Accountbléstiad under the Bank Deposit Program:

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

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

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 paogs swept into one or a number of different pretary mutual
funds (which could have included ILAF) dependingtia type of account and the advisory program.

As of the Effective Dates, any existing balancethese Morgan Stanley money market funds remaiméaei 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 af@d money market funds before the Effective Datekcontinue to hold
cash amounts in these funds or that now selecbbtiese funds:

* 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 interestdimiiends) and

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

This interest is generally at the prevailing FetlEtmds interest rate.

Generally, with respect to such assets awaitingstment:

o when the custodian receives the assets on a defich the NYSE is open (“Business Day”) and befihve NYSE
closes, the custodian earns interest through te@ethe 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 tinternal Revenue Code) with respect to the &atint Plan Account,
the table below describes the fees and expensegethto assets invested in shares of the moneyatnankds 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.

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

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

MSSB believes that investing in shares of the fufudssweep purposes may be appropriate for Retinéi@éans because
using professionally managed money market fundsiallyou to access cash on an immediate basis, puleding a rate
of return on your cash positions pending investmaAatis typical of such arrangements, we use offiljaded money funds
for this purpose.

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

The fund expense information below reflects the tmesent information available to us as of March3W12, and is subject

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

Total Annual Fund

Total Annual  Operating Expenses
Distribution Fund After Fee Waivers

Advisory and Service Other Operating and/or Expense
Fund Fee Fees Expenses Expenses Reimbursements
Active Assets Money Trust 0.29% 0.10% 0.08% 0.47% .26%
Active Assets Government Securities
Trust 0.45% 0.10% 0.13% 0.68% 0.18%
Active Assets Institutional Government
Securities Trust 0.10% None 0.08% 0.18% 0.17%
Active Assets Institutional Money Trust 0.10% None 0.08% 0.18% N/A
Morgan Stanley Liquid Asset Fund Inc. 0.27% 0.10% 2100 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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ADDENDUM RELATING TO THE
TRAK CGCM PROGRAM

DEPARTMENT OF LABOR
PROHIBITED TRANSACTION
EXEMPTION
Employee Benefits Security Administration
DEPARTMENT OF LABOR

Employee Benefits Security Administration

Application Nos.
Citigroup

Global Markets, Inc. and Its Affiliates (Togeth@GMI or the
Applicant)

and Proposed Exemptions; D-11573,

AGENCY: Employee Benefits Security Administratidmbor

ACTION: Notice of proposed exemptions.

SUMMARY: This document contains notices of pendency
before the Department of Labor (the Departmengproposed
exemptions from certain of the prohibited transacti
restrictions of the Employee Retirement Income 8gcéct

of 1974 (ERISA or the Act) and/or the Internal Rewe Code

of 1986 (the Code).

Written Comments and Hearing Requests

All interested persons are invited to submit writtbmments
or requests for a hearing on the pending exemptionless
otherwise stated in the Notice of Proposed Exemptigthin
45 days from the date of publication of this Fet&agister
Notice. Comments and requests for a hearing shsiate: (1)
The name, address, and telephone number of theompers
making the comment or request, and (2) the natfirthe
person's interest in the exemption and the mamehich the
person would be adversely affected by the exemptidn
request for a hearing must also state the issules taldressed
and include a general description of the evidenzebé
presented at the hearing.

ADDRESSES: All written comments and requests for a
hearing (at least three copies) should be sertadmployee
Benefits Security Administration (EBSA), Office of
Exemption Determinations, Room N-5700, U.S. Departm
of Labor, 200 Constitution Avenue, NW., Washingt®C
20210. Attention: Application No. ----, stated iaol Notice

of Proposed Exemption. Interested persons areidéed to
submit comments and/or hearing requests to EBS/Avrizil

or FAX. Any such comments or requests should bé eigmer

by e-mail to:moffitt.betty@dol.goy or by FAX to (202) 219-
0204 by the end of the scheduled comment perioce Th
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applications for exemption and the comments recewd be
available for public inspection in the Public Doamts Room
of the Employee Benefits Security Administration,.SU
Department of Labor, Room N-1513, 200 Constitution
Avenue, NW., Washington, DC 20210.

Warning: If you submit written comments or hearmeguests,
do not include any personally-identifiable or caefitial
business information that you do not want to beliplyb
disclosed. All comments and hearing requests astedoon
the Internet exactly as they are received, and ttey be
retrieved by most Internet search engines.

The Department will make no deletions, modificasioar
redactions to the comments or hearing requestsvezteas
they are public records.

Notice to Interested Persons

Notice of the proposed exemptions will be providedall
interested persons in the manner agreed upon bgpihlécant
and the Department within 15 days of the date diflipation
in the Federal Register. Such notice shall incladepy of the
notice of proposed exemption as published in thdeFs
Register and shall inform interested persons off thight to
comment and to request a hearing (where appropriate

SUPPLEMENTARY INFORMATION: The proposed
exemptions were requested in applications filedspamt to

section 408(a) of the Act and/or section 4975(c)2)the

Code, and in accordance with procedures set forth i

29 CFR Part 2570, Subpart B (55 FR 32836, 3284gusu
10, 1990). Effective December 31, 1978, section 192
Reorganization Plan No. 4 of 1978, 5 U.S.C. Api{1996),

transferred the authority of the Secretary of theaSury to

issue exemptions of the type requested to the fBegref

Labor. Therefore, these notices of proposed exempire

issued solely by the Department. The applicatioostain

representations with regard to the proposed exemgptivhich

are summarized below. Interested persons are eefaor the

applications on file with the Department for a cdetp

statement of the facts and representations.

Citigroup Global Markets, Inc. and Its Affiliateg dgether,
CGMI or the Applicant) Located in New York, New Yor

[Application No. D-11573]
Proposed Exemption

The Department is considering granting an exemptinder
the authority of section 408(a) of the Act (or ER)Sand
section 4975(c)(2) of the Code and in accordandd wie
procedures set forth in 29 CFR Part 2570, Subpa&®BFR
32836, August 10, 1990).

Section I. Covered Transactions
A. If the exemption is granted, the restrictions s&ction

406(a) of the Act and the sanctions resulting frone
application of section 4975 of the Code, by reagbgeection



4975(c)(1)(A) through (D) of the Code, shall notpbp
effective May 31, 2009, to the purchase or redemnpbf
shares by an employee benefit plan, an individedtement
account (an IRA), a retirement plan for self-emgldy
individuals (a Keogh Plan), or an individual accopension
plan that is subject to the provisions of Titlefltoe Act and
established under section 403(b) of the Code (tbetich
403(b) Plan) (collectively, the Plans) in the Trufsr
Consulting Group Capital Markets Funds (the Trust),
sponsored by MSSB in connection with such Plans'
participation in the TRAK Personalized Investmemtvisory
Service (the TRAK Program).

B. If the exemption is granted, the restrictions safction
406(b) of the Act and the sanctions resulting frahe
application of section 4975 of the Code, by reagbeection
4975(c)(1)(E) and (F) of the Code, shall not apgelfffective
May 31, 2009, with respect to the provision ofifiyestment
advisory services by the Adviser or (ii) an

automatic reallocation option as described belowe (t
Automatic Reallocation Option) to an independedtidiary of
a participating Plan (the Independent Plan Fidygjanhich
may result in such fiduciary's selection of a paitf (the
Portfolio)' in the TRAK Program for the investment of Plan
assets.

This exemption is subject to the following conditioset forth
below in Section II.

Section Il. General Conditions

(a) The participation of Plans in the TRAK Progrism

(b) approved by an Independent Plan Fiduciary. gtmposes
of this requirement, an employee, officer or diogcof the
Adviser and/or its affiliates covered by an IRA msoibject to
Title | of the Act will be considered an Indepentdtan
Fiduciary with respect to such IRA.

(c) The total fees paid to the Adviser and itsliatiés will
constitute no more than reasonable compensation.

(d) No Plan pays a fee or commission by reasonhef t
acquisition or redemption of shares in the Trust.

(e) The terms of each purchase or redemption oftTshares
remain at least as favorable to an investing Plarnthase
obtainable in an arm's length transaction with arelated
party.

(H The Adviser provides written documentation to a
Independent Plan Fiduciary of its recommendations o
evaluations based upon objective criteria.

(g) Any recommendation or evaluation made by theigel to
an Independent Plan Fiduciary is implemented orlytha
express direction of such Independent Plan Fidyciar
provided, however, that:

(1) If such Independent Plan Fiduciary elects iiting (the
Election), on a form designated by the Adviser frome to
time for such purpose, to participate in the Autbima
Reallocation Option under the TRAK Program, thesetid

! For the avoidance of doubt, unless the context esigg

otherwise, the term “"Portfolio" includes the $tabhalue
Investments Fund, a collective trust fund establisind maintained by First
State Trust Company, formerly a wholly-owned suiasidof Citigroup.
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Plan or participant account is automatically rezted
whenever the Adviser modifies the particular asdletcation
recommendation which the Independent Plan Fiduchay
chosen. Such Election continues in effect untiloked or
terminated by the Independent Plan Fiduciary irimgi

(2) Except as set forth below in paragraph I1(f)@)the time
of a change in the Adviser's asset allocation renendation,
each account based upon the asset allocation nticel
Allocation Model) affected by such change is adjdsbn the
business day of the release of the new Allocatiad® by the
Adviser, except to the extent that market condgjand order
purchase and redemption procedures, may delay such
processing through a series of purchase and redmmpt
transactions to shift assets among the affectetidfos.

(3) If the change in the Adviser's asset allocation
recommendation exceeds an increase or decreaserefthan

10 percent in the absolute percentage allocatednio one
investment medium (e.g., a suggested increaselb @ercent
allocation to greater than 25 percent, or a deeredsuch 15
percent allocation to less than 5 percent), the

Adviser sends out a written notice (the Notice) ab
Independent Plan Fiduciaries whose current invastme
allocation may be affected, describing the proposed
reallocation and the date on which such allocai®io be
instituted (the Effective Date). If the IndependeRtan
Fiduciary notifies the Adviser, in writing, at atiyne within

the period of 30 calendar days prior to the progds#ective
Date that such fiduciary does not wish to follovelsuevised
asset allocation recommendation, the Allocation #&od
remains at the current level, or at such otherllee the
Independent Plan Fiduciary then expressly designaie
writing. If the Independent Plan Fiduciary does not
affirmatively “opt out' of the new Adviser recomndation, in
writing, prior to the proposed Effective Date, sudew
recommendation is automatically effected by a ddba-
dollar liquidation and purchase of the required ants in the
respective account.

(4) An Independent Plan Fiduciary will receive adi
confirmation of each reallocation transaction. tistregard,
for all Plan investors other than Section 404(@nPaccounts
(i.e., 401(k) Plan accounts), CGMI or MSSB, as majle,
mails trade confirmations on the next business aftgr the
reallocation trades are executed. In the case cidde404(c)
Plan participants, notification depends upon théfination
provisions agreed to by the Plan recordkeeper.

(h) The Adviser generally gives investment advitcenriting

to an Independent Plan Fiduciary with respect t@weilable
Portfolios. However, in the case of a Plan prowdifor
participant-directed investments (the Section 4p®(an), the
Adviser provides investment advice that is limitem the
Portfolios made available under the Plan.

(i) Any sub-adviser (the Sub-Adviser) that actstfue Trust to
exercise investment discretion over a Portfolilmtependent

of Morgan Stanley, Inc. (Morgan Stanley), CGMI, M&B&nd
their respective affiliates (collectively, the Aidited Entities).

() Immediately following the acquisition by a Piofto of any
securities that are issued by any Affiliated Entisuch as
Citigroup or Morgan Stanley common stock (the Advis
Common Stock), the percentage of that Portfolies assets
invested in such securities will not exceed onecem®r
However, this percentage limitation may be

exceeded if--



(1) The amount held by a Sub-Adviser in managifpefolio
is held in order to replicate an established tipiadty index
(the Index).

(2) The Index represents the investment performasfca
specific segment of the public market for equitgwséies in
the United States and/or foreign countries. Theaoization
creating the Index is:

(i) Engaged in the business of providing finanairmation;
(ii) A publisher of financial news information; or

(i) A public stock exchange or association of wgtes
dealers. The Index is created and maintained by an
organization independent of the Affiliated Entitiaad is a
generally-accepted standardized Index of securitibh is
not specifically tailored for use by the Affiliatéthtities.

(3) The acquisition or disposition of Adviser Comm8tock
does not include any agreement, arrangement orstaeling
regarding the design or operation of the Portfa@aguiring
such Adviser Common Stock, which is intended toeffiethe
Affiliated Entities or any party in which any ofghAffiliated
Entities may have an interest.

(4) The Independent Plan Fiduciary authorizes tivestment
of a Plan's assets in an Index Fund which purchasdgor
holds the Adviser Common Stock and the Sub-Adviser
responsible for voting any shares of Adviser ComrSoock
that are held by an Index Fund on any matter inclvhi
shareholders of Adviser Common Stock are required o
permitted to vote.

(k) The quarterly investment advisory fee that &dpby a
Plan to the Adviser for investment advisory sersicendered
to such Plan is offset by any amount in excess®basis
points that MSSB retains from any Portfolio (witlhet
exception of the Money Market Investments Portfaliaw the
Stable Value Investments Portfolio for which neitihdSSB
nor the Trust will retain any investment managemfo)
which contains investments attributable to the Riaestor.

() With respect to its participation in the TRAKdgram prior
to purchasing Trust shares,

(1) Each Plan receives the following written or lora
disclosures from the Adviser:

(A) A copy of the Prospectus for the Trust discngsthe
investment objectives of the Portfolios compristhg Trust,
the policies employed to achieve these objectivitge
corporate affiliation existing among the Adviserdaiis
affiliates, and the compensation paid to suchiesfit

(B) Upon written or oral request to the AdviseStatement of
Additional Information supplementing the Prospectusich
describes the types of securities and other ingnisnin
which the Portfolios may invest, the investmentigies and
strategies that the Portfolios may utilize and aiartrisks
attendant to those investments, policies and giiege

(C) A copy of the investment advisory agreemenivben the
Adviser and such Plan which relates to participatio the

2 The fact that certain transactions and fee armaegés are the
subject of an administrative exemption does notievel the
Independent Plan Fiduciary from the general fidyctasponsibility
provisions of section 404 of the Act. In this redjathe Department
expects the Independent Plan Fiduciary to consweefully the
totality of the fees and expenses to be paid byPtha, including any
fees paid directly to MSSB, CGMI or to other thidrties.
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TRAK Program and describes the Automatic Reallocati
Option.

(D) Upon written request of the Adviser, a copy tbe
respective investment advisory agreement betwee8Bvishd
the Sub-Advisers.

(E) In the case of a Section 404(c) Plan, if regiiby the
arrangement negotiated between the Adviser andldre an
explanation by an Adviser representative (the Fir@n
Advisor) to eligible participants in such Plan,thE services
offered under the TRAK Program and the operatiod an
objectives of the Portfolios.

(F) A copy of the proposed exemption and the fexamption
pertaining to the exemptive relief described herein

(2) If accepted as an investor in the TRAK Progran,
Independent Plan Fiduciary of an IRA or Keogh Pian
required to acknowledge, in writing, prior to puasing Trust
shares that such fiduciary has received copies h&f t
documents described above in subparagraph (k)(1dhisf
section.

(3) With respect to a Section 404(c) Plan, written
acknowledgement of the receipt of such documents is
provided by the Independent Plan Fiduciary (i.be Plan
administrator, trustee or named fiduciary, as #eordholder
of Trust shares). Such Independent Plan Fiducargqguired
to represent in writing to the Adviser that suaufiiary is

(a) independent of the Affiliated Entities and (b)
knowledgeable with respect to the Plan in admiaiite
matters and funding matters related thereto, atel tabmake
an informed decision concerning participation ie fhRAK
Program.

(4) With respect to a Plan that is covered undde Tiof the
Act, where investment decisions are made by a deyst
investment manager or a named fiduciary, such lexégnt
Plan Fiduciary is required to acknowledge, in wigti receipt
of such documents and represent to the Adviser sbhah
fiduciary is (a) independent of the Affiliated Bids, (b)
capable of making an independent decision regardireg
investment of Plan assets and (c) knowledgeable regpect
to the Plan in administrative matters and fundingtters
related thereto, and able to make an informed wbecis
concerning participation in the TRAK Program.

(m) Subsequent to its participation in the TRAK dteom,
each Plan receives the following written or oradctthsures
with respect to its ongoing participation in the AR
Program:

(1) The Trust's semi-annual and annual report dioly a
financial statement for the Trust and investmenhagament
fees paid by each Portfolio.

(2) A written quarterly monitoring statement coniag an
analysis and an evaluation of a Plan investor'owatdc to
ascertain whether the Plan's investment objectiae® been
met and recommending, if required, changes in Blaytf
allocations.

(3) If required by the arrangement negotiated betwthe
Adviser and a Section 404(c) Plan, a quarterly,aitist
investment performance monitoring report, in watin
provided to an Independent Plan Fiduciary of sudanP
showing Plan level asset allocations, Plan casi fioalysis
and annualized risk adjusted rates of return fanPlI
investments. In addition, if required by such agement,
Financial Advisors meet periodically with Indepentélan
Fiduciaries of Section 404(c) Plans to discuss rdport as



well as with eligible participants to review thedccounts'
performance.

(4) If required by the arrangement negotiated betwéhe
Adviser and a Section 404(c) Plan, a quarterly igipent
performance monitoring report provided to a Plartipipant
which accompanies the participant's benefit staténzand
describes the investment performance of the Pa#plthe
investment performance of the participant's indiaid
investment in the TRAK Program, and gives market
commentary and toll-free numbers that enable thicg@ant
to obtain more information about the TRAK Programto
amend his or her investment allocations.

(5) On a quarterly and annual basis, written dsales to all
Plans of (a) the percentage of each Portfolio'skémamge
commissions that are paid to the Affiliated Enstand (b) the
average brokerage commission per share paid by each
Portfolio to the Affiliated Entities, as comparexlthe average
brokerage commission per share paid by the Trubra&ers
other than the Affiliated Entities, both expressedcents per
share.

(n) The Adviser maintains or causes to be mainthifer a
period of (6) six years, the records necessaryngble the
persons described in paragraph (m)(1) of this eecto
determine whether the applicable conditions of éxismption
have been met. Such records are readily availablessure
accessibility by the persons identified in

paragraph (1) of this section.

(1) Notwithstanding any provisions of section 5Q&a and
(b) of the Act, the records referred to in thetfpparagraph of
this section are unconditionally available at theistomary
location for examination during normal businessreday--

(i) Any duly authorized employee or representatofethe
Department or the Internal Revenue Service;

(i) Any fiduciary of a participating Plan or anyuly
authorized representative of such fiduciary;

(i) Any contributing employer to any participagnPlan or
any duly authorized employee representative of such
employer; and

(iv) Any participant or beneficiary of any partieifing Plan,
or any duly authorized representative of such gigdnt or
beneficiary.

(2) A prohibited transaction is not deemed to haseurred if,
due to circumstances beyond the control of the gatyithe
records are lost or destroyed prior to the endhefdix-year
period, and no party in interest other than the ig@lv is
subject to the civil penalty that may be assessehtiusection
502(i) of the Act or to the taxes imposed by setwid975(a)
and (b) of the Code if the records are not maiethior are not
available for examination as required by paragrdpiof this
section.

(3) None of the persons described in subparagrépss) of
this section (m)(1) is authorized to examine tlaalér secrets
of the Adviser or commercial or financial informatiwhich is
privileged or confidential.

(4) Should the Adviser refuse to disclose informaton the
basis that such information is exempt from disdlesuhe
Adviser shall, by the close of the thirtieth (30ttay following
the request, provide written notice advising thatspn of the
reason for the refusal and that the Department reguest
such information.

27

Section Ill. Definitions

For purposes of this proposed exemption:

(a) The term “Adviser" means CGMI or MSSB as stmeent
adviser to Plans.

(b) The term " Affiliated Entities" means MorgariaSey,
CGMI, MSSB and their respective affiliates.

(c) The term "CGMI" means Citigroup Global Maskétc.
and any affiliate of Citigroup Global Markets Inc.

(d) An “affiliate" of any of the Affiliated Eniits includes:

(1) Any person directly or indirectly through one more
intermediaries, controlling, controlled by, or und®mmon
control with the Affiliated Entity. (For purposesf dhis
subparagraph, the term “control" means the ptovekercise
a controlling influence over the management orgwedi of a
person other than an individual);

(2) Any individual who is an officer (as defined Bection
[11(g) hereof), director or partner in the Affiliedl Entity or a
person described in subparagraph (d)(1);

(3) Any corporation or partnership of which the iAdted
Entity, or an affiliate described in subparagragi(X), is a 10
percent or more partner or owner; and

(4) Any corporation or partnership of which any iindual
which is an officer or director of the Affiliatednty is a 10
percent or more partner or owner.

(e) An “Independent Plan Fiduciary" is a Plamdidry which
is independent of the Affiliated Entities and ither:

(1) A Plan administrator, sponsor, trustee or nafidhetiary,
as the recordholder of Trust shares under a Sedtdzt{c)
Plan;

(2) A participant in a Keogh Plan;

(3) An individual covered under (i) a self-directA or (ii)
a Section 403(b) Plan, which invests in Trust stjare

(4) A trustee, investment manager or named fidyciar
responsible for investment decisions in the casa ditle |
Plan that does not permit individual direction astemplated
by Section 404(c) of the Act; or

(5) A participant in a Plan, such as a Section dpB{an, who
is permitted under the terms of such Plan to direct who
elects to direct, the investment of assets of hises account
in such Plan.

() The term "MSSB" means Morgan Stanley SmithinBg
Holdings LLC, together with its subsidiaries.

(g9) The term “officer" means a president, anye icesident
in charge of a principal business unit, division fanction
(such as sales, administration or finance), or @ther officer
who performs a policymaking function for the entity

Section IV. Effective Date

If granted, this proposed exemption will be effeetias of
May 31, 2009 with respect to the Covered Transastithe
General Conditions and the Definitions that arecdbed in
Sections |, Il and 111

Summary of Facts and Representations

1. If granted, the proposed individual exemptiorsalibed
herein would replace Prohibited Transaction Exeom(PTE)
2009-12 (74 FR 13231, March 26, 2009), an exemption
previously granted to CGMI. PTE 2009-12 relatesthe
operation of the TRAK Personalized Investment Adss
Service (the TRAK Program) and the Trust for Cotisgl
Group Capital Markets Funds (the Trust). PTE 20R9-1



provides exemptive relief from section 406(a) af #hect and
section 4975(c)(1)(A) through (D) of the Code, ftre
purchase or redemption of shares by various type2lams,
such as ERISA Title | Plans, IRAs, Keogh Plans, Sedtion
403(b) Plans, whose assets are invested in the Thaswas
previously established by Citigroup in connectioithwsuch
Plans' participation in the TRAK Program. PTE 20(also
provides exemptive relief from section 406(b) of t#hct and
section 4975(c)(1)(E) and (F) of the Code, withpeed to the
provision, by Citigroup's Consulting Group, of {iivestment
advisory services or (i) an Automatic Reallocati©@ption to
an independent fiduciary of a participating Plare.(i the
Independent

Plan Fiduciary), which may result in such fiduciargelection
of a Portfolid in the TRAK Program for the investment of
Plan assets.

2. The Department originally granted to Shearsohnhzn
Brothers, Inc. PTE 92-77, which relates to a lasdved form

of the TRAK Prograni. PTE 92-77 was superseded by PTE
94-50, which allowed Smith, Barney Inc. (Smith Bay) the
predecessor to Salomon Smith Barney Inc. (SalomoithS
Barney), to add a daily-traded collective

investment fund (the GIC Fund) to the existing fund
Portfolios, describe the various entities operatthg GIC
Fund, and replace references to Shearson LehmanSmiith
Barney® PTE 99-15, which superseded PTE 94-50, allowed
Salomon Smith Barney to create a broader distobubf
TRAK-related products, implement a record-keeping
reimbursement offset procedure under the TRAK Rnogr
adopt the Automated Reallocation Option under tRAK
Program that would reduce the asset allocationpfaid to
Salomon Smith Barney by a Plan investor, and expaed
scope of the exemption to include Section 403(aj$

3. Thereafter, PTE 99-15 was replaced by PTE 2@&)0-4
which primarily modified the definition of an ““dfate" of
Salomon Smith Barney so that it only covered pesson
entities that had a significant role in the decisionade by, or
which were managed or influenced by, Salomon Smith
Barney, or included any corporation or partnersbfipvhich
Salomon Smith Barney or an affiliate was a 10 perag
more partner or owneér.

4. Finally, on March 26, 2009, the Department gdnPTE
2009-12. As the result of a merger transaction (erger
Transaction) between Citigroup and Legg Mason, (hegg
Mason), on December 1, 2005, an affiliate of Cdigy
acquired an approximately 14% equity ownershipragein
Legg Mason common and preferred stock. This melaat t

3 For the avoidance of doubt, unless the contextestgatherwise, the term
“Portfolio" includes the Stable Value InvestmeRtsd, a collective trust
fund established and maintained by First StatetT@gmnmpany (First State),
formerly a wholly-owned subsidiary of Citigroup.

4 57 FR 45833 (October 5, 1992)

5 59 FR 32024 (June 21, 1994).
® 64 FR 1648 (April 5, 1999).

” 65 FR 54315 (September 7, 2000).
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two investment adviser subsidiaries of Legg Mason
(Brandywine Asset Management LLC and Western Asset
Management Company), which were sub-advisers (iife S
Advisers) to three Trust Portfolios under the TRRKogram,
were no longer considered “'independent” of Gitigrand its
affiliates in violation of Section II(h) of the Geral
Conditions.® Also, the Sub-Advisers were considered
“affiliates" of Citigroup under Section Il1(b)(8f the General
Definitions of PTE 2000-45 inasmuch as Citigrougdrae a
10% or more indirect owner of each Sub-Adviserdeihg

the Merger Transaction.

5. Although Citigroup reduced its ownership intéresLegg
Mason to under the 10% ownership threshold on Mdafh
2006, the Department decided that PTE 2000-45 was n
longer effective for the transactions describeddime because
Section lI(h) of the General Conditions and Sectiibfb) of
the Definitions were not met. Therefore, the Deaparit
granted PTE 2009-12, a new exemption, which replda€EE
2000-45. Unless otherwise noted, PTE 2009-12 iraratps
by reference the facts, representations, operktivguage and
definitions of PTE

2000-45. In addition, PTE 2009-12 updates the djera
language of PTE 2000-45. Further, PTE 2009-12 pewvia
temporary and limited exception to the definitiointloe term
Taffiliate," so that during the three month pdriof time
within which Citigroup held a 10% or greater ecomom
ownership interest in Legg Mason, the Sub-Advisers
would continue to be considered “independentC@MI and
its affiliates for purposes of Section lI(h) and n@ffiliated"
with CGMI and its affiliates for purposes of Seatibl(b) of
the exemption. Finally, PTE 2009-12 provides exéwept
relief for a new method to compute fee offsets that
required under the exemption to

mitigate past anomalies. PTE 2009-12 is effectivemf
December 1, 2005 until March 10, 2006, with resgecthe
limited exception. It is also effective as of Dedmmn1, 2005
with respect to the transactions covered by thenptien, the
General Conditions, and the Definitions. FurtheFEP2009-
12 is effective as of January 1, 2008, with respedhe new
fee offset procedure.

Replacement of PTE 2009-12

6. CGMI and its predecessors and current and fugffileates
and Morgan Stanley Smith Barney LLC and its currand
future affiliates (collectively, the Applicants) V&requested a
new exemption that would replace PTE 2009-12 tkecethe
terms of a joint venture transaction (the Joint e
Transaction) between Citigroup and

Morgan Stanley, Inc. (Morgan Stanley) that occurmadMay
31, 2009. As a result of the Joint Venture Traneactwhich
is described in detail below, the Applicants stétat the
exemptive relief provided under PTE 2009-12 is ooger
effective due to a change in the parties and theeoship
structure of the TRAK Program. Therefore, the Agpgptits
request a new exemption that would replace PTE -2@09f
granted, the new exemption would be made retraattiMay

8 In PTE 2000-45, Section li(h) of the General Ctinds provided that
“Any sub-adviser (the Sub-Adviser) that acts fbe tTrust to exercise
investment discretion over a Portfolio will be ipgadent of Salomon Smith
Barney and its affiliates."



31, 2009 and it would provide the same relief witkpect to
the transactions covered under PTE 2009-12. Intiaddithe
General Conditions and Definitions of the new exgamp
would be similar to those as set forth in PTE 2QQ9-

The Joint Venture Transaction

7. The Applicants represent that on January 13,9200
Citigroup and Morgan Stanley entered into a ~“Jdlahture
Contribution and Formation Agreement" (the Joirgn¥ire
Agreement), which established the terms of a neimt jo
venture (the Joint Venture) between Citigroup andrdan
Stanley. Citigroup and Morgan Stanley are globahificial
services providers, each headquartered in New YNy
York. As of the end of 2008, Citigroup reportedatotlient
assets under management as approximately $1.8ortrill
Citigroup's current employee workforce consists of
approximately 300,000 individuals in approximatelg,000
offices in 140 countries around the world. As oé tand of
2008, Morgan Stanley reported total client assetsleu
management as approximately $546 billion. Its aurre
employee workforce of approximately 60,000 serves a
diversified group of corporations, governments,aficial
institutions, and individuals, and operates froneroi,200
offices in over 36 countries around the world.

8. Under the Joint Venture Agreement, each of @itig and
Morgan Stanley (including their respective subsids)
agreed to contribute specified businesses into lbant
Venture, together with all contracts, employeesppprty
licenses and other assets (as well as liabilitisgd primarily
in the contributed businesses. Generally,

in the case of Citigroup, the contributed busingsseluded
Citigroup's retail brokerage and futures businepgrated
under the name “Smith Barney" in the United Staad
Australia and operated under the name ~Quilethé United
Kingdom, Ireland and Channel Islands. Certain itmesit
advisory and other businesses of Citigroup

were also contributed, including Citigroup's Cotisgl Group
and the sponsorship of the TRAK Program. In thee cafs
Morgan Stanley, the contributed businesses cousiste
generally of Morgan Stanley's global wealth managem
(retail brokerage) and private wealth managemesinesses.
According to the Applicants, no valuations for ttantributed
businesses were agreed upon between the partiesadt
agreed, however, that the value of the Smith Baineiness
plus $2.75 billion would equal an ownership peragst of
49% of the Joint Venture entity, Morgan Stanley tBmi
Barney Holdings LLC (Holdings), a Delaware limitgability
company (together with its subsidiaries, MSSB). Thesing
date of the Joint Venture Transaction occurred cay N1,
2009

(the Closing). Prior to the Closing, Morgan Stanlbsd
formed Holdings, the sole member of Morgan Star8eyith
Barney LLC, which conducts most of the Joint Veatsir
domestic operations as a dual-registered brokdedea

and investment adviser. Holdings presently gensrateout
$14 billion in net revenues. It has 18,500 finaheidvisers,
1,000 locations worldwide and services about 6.8iani
households. Immediately following the Closing, Mang
Stanley owned indirectly through subsidiaries 51% o
Holdings, and Citigroup owned 49% of Holdings, tigh
CGMI. Morgan Stanley has call rights to purchasemifr
Citigroup (a) an additional 14% of Holdings aftée tthird
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anniversary of Closing, (b) an additional 15% ofldiings
after the fourth anniversary and (c) the balanc€itigroup's
interest in Holdings after the fifth anniversary.

9. The Joint Venture Agreement was amended andtegson
May 29, 2009 (the Amended Contribution Agreemedt)der
the Amended Contribution Agreement, Citigroup tfangd

its managed futures business and its proprietasgsiments to
MSSB on July 31, 2009, in exchange for a cash payrag
$299.778 million paid by Morgan Stanley, and Morgan
Stanley purchased additional interests in MSSB Hvort
approximately $2.7 billion on August 1, 2009, inder to
maintain its total percentage of ownership interéstMSSB

at 51%. The Amended

Contribution Agreement also provided for an idinoing
broker" structure for a period of time after the<ing. Under
the ““introducing broker" structure, clients of idan Stanley's
legacy businesses continue to have their brokerage
transactions cleared through, and their accourg®died and
carried by, Morgan Stanle¥. Similarly, customers of the
Citigroup legacy businesses continue to have thikerage
transactions cleared through, and have their adsoun
custodied and carried by, CGMi.Over time, it is expected
that the contributed businesses and operations ofgamh
Stanley and Citigroup will be integrated into ongemtion
and that ultimately, MSSB will become a fully seléaring
and self-custody service firm and will carry its mwustomer
accounts.

Current Status of Operations

10. Since the Closing, MSSB's advisory services lmiag
provided through two distribution channels. Onetriistion
channel generally sponsors the advisory prograntuding

the TRAK Program, previously sponsored by Smithnsr
and/or CGMI (the SB Channel). Therefore, sinceGhasing,

the TRAK Program has continued to be made available
customers of the SB Channel. The other distributbannel
generally sponsors the advisory programs previously
sponsored by Morgan Stanley's Global Wealth Manag¢m
Group (the MS Channel). As stated previously, tasties'
ultimate goal is for the businesses, operationssystems of
the MS Channel and the SB Channel to be integrated.
However, decisions as to which programs will beext to
whom or which programs will survive over the lorgrh have

not been made.

11. Also, since the Closing, CGMI has continuedfi@r the
TRAK Program to its retained clients. As of Aug@4t 2009,
the TRAK Program had assets in excess of $6.1®mmilbver

°® The Applicants believe that Citgroup's ownershifeiest in MSSB will
reach a point where it will no longer have an iesérin MSSB or the Trust
that could affect its best judgment as a fiducidilye Applicants explain that
at such point in time, it will no longer be necegsfr Citigroup to rely on
this exemption for the TRAK Program. The Departmexgresses no opinion
on when it will no longer be necessary for Citigrdo rely on this exemption,
given that this will be a facts and circumstancg®idnination.

Morgan Stanley continues to provide an array oWiees for these
accounts which include clearing and settling séiesriransactions, providing
trade confirmations and customer statements andorpeng certain
cashiering functions, custody services and otHate®@ services.

' CGMI clears and settles securities transactionsoviges trade
confirmations and customer statements and perfocersain cashiering
functions, custody services and other related sesvior these accounts.



$3.74 billion of which is held in Plan accounts. gkesent, the
investments under the TRAK Program encompass thet,Tr
which consists of eleven Portfolios, as well as Stable
Value Investments Fund, a collective trust fundalelithed
and maintained by First State. The Trust and tiadl&tValue
Investment Fund are advised by one or more uretfii Sub-
Advisers selected by MSSB and First State, resgadgti In
addition to the TRAK Program, CGMI offers other @stment
advisory programs to its retained clients underadmisory
services agreement between Citigroup and Holdirsgeddas
of the Closing. Under the agreement, Holdings mtesia
wide range of investment advisory services to @itig
advisory programs pursuant to a delegation by @itig to
Holdings of certain of Citigroup's obligations toopide such
services. Citigroup retained clients were providetice of
this arrangement.

Descriptions of Revisions to the Operative Languaf®TE
2009-12

12. The proposed exemption generally modifies therative
language of PTE 2009-12 to take into account the ne
ownership structure of the TRAK Program formed assult
of the Joint Venture Transaction. Section | of PA@9-12
has been modified to conform the effective date tiod
proposal with the closing of the Joint Venture

Transaction, May 31, 2009. In addition, the opemti
language in Section I(A) and I(B) has been revigedrovide
that, as a result of the Joint Venture, MSSB rattiem
Citigroup is now the sponsor of the Trust in corimer with
Plans' investment in the TRAK Program, and thaegtment
advisory services may be provided by MSSB in additio
CGMI, respectively.

13. Section Il of PTE 2009-12, General Conditidmss been
modified throughout by replacing the terms “~CGMI,
““Consulting Group," or “"Citigroup,"” with therte Adviser,"
which has been added as a new defined term ind®elitito
mean ~CGMI or MSSB as investment adviser to Plafhke
changes were made to these terms in

order to reflect the addition of MSSB as a sponsbithe
TRAK Program resulting from the Joint Venture Tractson.
In addition, in Section lI(h), the term "Affiliatie Entities,"
which has been added as a new defined term inddelitito
mean "Morgan Stanley, CGMI, MSSB, and their respec
affiliates," has been added to take into accdumtaddition of
MSSB as a sponsor of the TRAK Program.

14. Section II(j) of PTE 2009-12 has been modifiedeflect
the fact that CGMI has been removed from the reation
formula because it no longer manages and supenvisebrust
and the Portfolios. Prior to the Closing, Citigromvestment
Advisory Services LLC (CIAS), an affiliate of CGMI,
managed and supervised the Trust and Portfolios.
connection with the Joint Venture Transactions, €lias
contributed to MSSB and as an affiliate of MSSBninages
and supervises the Trust and the Portfolios. Thhs,
modifications to the language in Section II(j) seaekclarify
the parties to the covered transactions, but dochahge the
formula for the calculation of the quarterly invesnt
advisory fee that is paid by the Plan to the Advise
Furthermore, Section 1I(j) has been amended toecorthe
names of the Portfolios that are excluded fromddeulation

In
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of the quarterly investment advisory fee, namely by
substituting the term “Money Markets Investmentti®bo"

for “"Government Money Investments Portfolio," dahd term
““Stable Value Investments Portfolio" for " GICrieu'

15. Section Il of PTE 2009-12, which sets forthe th
Definitions, has been modified by: (i) Adding Sedtilll(a),
Adviser, to mean "CGMI or MSSB as investment aelvi®
Plans" to reflect the new sponsorship of the TRRAIKOgram
by MSSB, in addition to the previous sponsorshipQsyMl;
(ii) adding Section llI(b), Affiliated Entities,

to mean “"Morgan Stanley, CGMI, MSSB and their ee$pe
affiliates" to reflect the addition of MSSB aspossor of the
TRAK Program resulting from the Joint Venture Traction;
(iii) substituting the term “"Affiliated Entitiesfor “CGMI"
throughout Section 1lI(d) in order to broaden tke of the
term “affiliate” to capture the

current affiliates of the Applicants; (iv) amenditige sectional
references in Sections 1lI(d)(2) and (3) to confoton the
corresponding modifications to Section IlI; (v) arding the
definition of ““Independent Plan Fiduciary" in 8es Ill(e) so
that the Independent Plan Fiduciary is independémiSSB
in addition to CGMI and their respective affiliatebereby
preserving the purpose of the provisions in PTES20D that
provide that only a party independent of the Apgiits is
exercising discretion with respect to, among otti@ngs,
Plans' decisions to invest in the TRAK Program; &wi)
adding a new definition of "MSSB" in Section fJIfo mean
““Morgan Stanley

Smith Barney Holdings LLC, together with its afiiles."

16. Section IV of PTE 2009-12, pertaining to exargptelief
for the temporary and limited exception to the wigfin of the
term “affiliate," has been stricken since it ie ftonger
applicable. Previously, Section IV provided thatyidg the
three month period of time within which Citigroupltt a 10%
or greater economic ownership

interest in Legg Mason, the Sub-Advisers would it to
be considered “‘independent" of CGMI and its iaffis for
purposes of Section II(h) and not " affiliated'twCGMI and
its affiliates for purposes of Section Ili(b) ofetrexemption.
Because the time period has expired, Section INoidonger
relevant to the exemption.

Finally, the Effective Date in new Section IV is dified to
provide that the exemption, if granted, will beeetive as of
May 31, 2009, which is the closing date of the IdManture
Transaction.

Summary

17. In summary, the Applicant represents that thesactions
described herein have satisfied or will satisfy 8tatutory
criteria for an exemption set forth in section 408§f the Act
because:

(a) The participation of Plans in the TRAK Progrhas been
approved or will be approved by an Independent Plan
Fiduciary;

(b) The total fees paid to the Adviser and itsliaties has
constituted or will constitute no more than reasdma
compensation;

(c) No Plan has paid or will pay a fee or commisdiy reason
of the acquisition or redemption of shares in thesT;



(d) The terms of each purchase or redemption o$tTshares
have remained or will remain at least as favordbolean
investing Plan as those obtainable in an arm's theng
transaction with an unrelated party;

(e) The Adviser has provided or will provide writte
documentation to an Independent Plan Fiduciary tef i
recommendations or evaluations based upon objectitezia,
and such recommendation or evaluation has beermgited
or will be implemented only at the express direttaf such
Independent Plan Fiduciary.

(H The Adviser has given or will give investmerdvice in
writing to an Independent Plan Fiduciary with redp® all
available Portfolios (with respect to participairedted plans,
such advice is limited to the Portfolios made alalg under
the Plan);

(@) Any Sub-Adviser that acts for the Trust to
investment discretion over a Portfolio has beerfrhdent or
will be independent of Morgan Stanley, CGMI, MSSBda
their respective affiliates;

(h) Immediately following the acquisition by a Hofio of
Adviser Common Stock, the percentage of that Plaostfonet
assets invested in such securities generally hiasxoeeded or
will not exceed one

percent;

(i) The quarterly investment advisory fee thatasdpby a Plan
to the Adviser for investment advisory servicesdexed to
such Plan has been offset or will be offset by amount in
excess of 20 basis points that MSSB retains froynPartfolio
(with the exception of the Money Market Investments
Portfolio and the Stable Value Investments

Portfolio for which neither MSSB nor the Trust widitain any
investment management fee) which contains invedsnen
attributable to the Plan investor;

()) With respect to its participation in the TRAKrdgram,
prior to purchasing Trust shares, each Plan hasvext or will
receive written or oral disclosures and offeringtenals from
the Adviser which generally disclose all materiacté
concerning the purpose, structure, operation, amdstment
in the TRAK Program, and describe

the Adviser's recommendations or evaluations, dioy the
reasons and objective criteria forming the basis gach
recommendations or evaluations;

(k) Subsequent to its participation in the TRAK @ham, each
Plan has received or will receive periodic writidisclosures
from the Adviser with respect to the financial citih of the
TRAK Program, the total fees that it and its adfitis will
receive from such Plans and the value of the Platésest in
the TRAK Program, and on a quarterly and annualsbas
written disclosures to all Plans of (a) the peragatof each
Portfolio's brokerage commissions that are paid tiie
Affiliated Entities and (b) the average brokeragenmission
per share paid by each Portfolio to the Affiliatédtities, as
compared to the average brokerage commission pee glaid
by the Trust to brokers other than the Affiliatedtikes, both
expressed as cents per share;

and

() The Adviser has complied with, and will cont:uo
comply with, the recordkeeping requirements prodide
Section II(m) of the proposed exemption, for sogl@s such
records are required to be maintained.
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Notice to Interested Persons

Notice of the proposed exemption will be mailedfibst class
mail to the Independent Plan Fiduciary of eacmlarrently
participating in the TRAK Program, or, in the cadea Plan
covered by Section 404(c) of the Act, to the rebotder of
the Trust shares. Such notice will be given withihdays of
the publication of the notice of

pendency in the Federal Register. The notice valitain a
copy of the notice of proposed exemption, as phbtisin the
Federal Register, and a supplemental statementecasred
pursuant to 29 CFR 2570.43(b)(2). The supplemental
statement will inform interested persons of thdaght to
comment on and/or to request a hearing with resgethe
pending exemption. Written comments and hearingiests
are due within 75 days of the publication of thepgwmsed
exemption in the Federal Register.

FOR FURTHER INFORMATION CONTACT: Warren
Blinder of the Department, telephone (202) 693-83%8is is
not a toll-free number.)

General Information
The attention of interested persons is directetiedollowing:

(1) The fact that a transaction is the subjectrokeaemption
under section 408(a) of the Act and/or section 4&18) of
the Code does not relieve a fiduciary or otherypartinterest
or disqualified person from certain other provisiaf the Act
and/or the Code, including any prohibited trangacti
provisions to which the exemption does not applyg &me
general fiduciary responsibility provisions of sent404 of
the Act, which, among other things, require a fidog to
discharge his duties respecting the plan soletiéninterest of
the participants and beneficiaries of the plan iand prudent
fashion in accordance with section 404(a)(1)(bthef Act; nor
does it affect the requirement of section 401(ajhef Code
that the plan must operate for the exclusive beredffithe
employees of the employer maintaining the plan #relr
beneficiaries;

(2) Before an exemption may be granted under sedti(a)
of the Act and/or section 4975(c)(2) of the Codbe t
Department must find that the exemption is adnmiatstely
feasible, in the interests of the plan and of @stipipants and
beneficiaries, and protective of the rights of p#rants and
beneficiaries of the plan;

(3) The proposed exemptions, if granted, will bpptemental
to, and not in derogation of, any other provisiafighe Act

and/or the Code, including statutory or administeat
exemptions and transitional rules. Furthermore faloe that a
transaction is subject to an administrative or ustay

exemption is not dispositive of whether the

transaction is in fact a prohibited transactiord an

(4) The proposed exemptions, if granted, will bbjsct to the
express condition that the material facts and mpr@tions
contained in each application are true and compbeid that



each application accurately describes all matégiahs of the
transaction which is the subject of the exemption.

Signed at Washington, DC, this 7th day of June0201

Ivan Strasfeld,

Director of Exemption Determinations, Employee Hdae
Security

Administration, U.S. Department of Labor.

[FR Doc. 2010-14023 Filed 6-10-10; 8:45 am]

BILLING CODE 4510-29-P

[Federal Register: December 16, 2010 (Volume 75mblr
241)]

[Notices]

[Page 78758-78768]

From the Federal Register Online via GPO Access
[wais.access.gpo.gov]

[DOCID:fr16de10-84]

DEPARTMENT OF LABOR

Employee Benefits Security Administration

Prohibited Transaction Exemptions From Certain Pitéd
Transaction Restrictions

AGENCY: Employee Benefits Security Administration,
Labor.

ACTION: Grant of Individual Exemptions.

SUMMARY: This document contains exemptions issugd b
the Department of Labor (the Department) from aiartof
the prohibited transaction restrictions of the Hoype
Retirement Income Security Act of 1974 (ERISA oe thct)
and/or the Internal Revenue Code of 1986 (the Cod@&his
notice includes the following: Citigroup Global Mats, Inc.
and lIts Affiliates (together, CGMI or the Applicant

SUPPLEMENTARY INFORMATION: A notice was
published in the Federal Register of the penderefgrb the
Department of a proposal to grant such exemptidwe. fotice
set forth a summary of facts and representationsageed in
the application for exemption and referred intexdgbersons
to the application for a complete statement of fénets and
representations. The application has been avaifablpublic
inspection at the Department in Washington, DC. Tibtce
also invited interested persons to submit commeintsthe
requested exemption to the Department. In addittemnotice
stated that any interested person might submit #tewr
request that a public hearing be held (where apfai®). The
applicant has represented that it has complied wlité
requirements of the notification to interested pass No
requests for a hearing were received by the Depattm
Public comments were received by the Department as
described in the granted exemption.
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The notice of proposed exemption was issued taed
exemption is being granted solely by the Departrbectiuse,
effective December 31, 1978, section 102 of Redrgdion
Plan No. 4 0of 1978, 5 U.S.C. App. 1
(1996), transferred the authority of the Secretafythe
Treasury to issue exemptions of the type proposedhé
Secretary of Labor.

Citigroup Global Markets, Inc. and Its Affiliateso@ether,
CGMI or the Applicant), Located in New York, New o

[Prohibited Transaction Exemption 2010-33; Exemptio
Application No. D-11573]

Exemption
Section |. Covered Transactions

A. The restrictions of section 406(a) of thet And the
sanctions resulting from the application of secd®75 of the
Code, by reason of section 4975(c)(1)(A) through ¢Dthe
Code, shall not apply, effective May 31, 2009,he purchase
or redemption of shares by an employee benefit, péam
individual retirement account (an IRA), a
retirement plan for self-employed individuals (adgé Plan),
or an individual account pension plan that is scibje the
provisions of Title | of the Act and establisheddan section
403(b) of the Code (the Section 403(b) Plan) (ctilkely, the
Plans) in the Trust for Consulting Group Capital rikss
Funds (the Trust), sponsored by MSSB
in connection with such Plans' participation in thRAK
Personalized Investment Advisory Service (the TRAK
Program).

B. The restrictions of section 406(b) of thet And the
sanctions resulting from the application of secd®75 of the
Code, by reason of section 4975(c)(1)(E) and (RhefCode,
shall not apply, effective May 31, 2009, with respt the
provision of (i) investment advisory services bg thdviser or
(ii) an automatic reallocation
option as described below (the Automatic Reallacati
Option) to an independent fiduciary of a participatPlan
(the Independent Plan Fiduciary), which may resulsuch
fiduciary's selection of a portfolio (the Portfolfé in the
TRAK Program for the investment of Plan assets.

This exemption is subject to the following ciiwhs set
forth below in Section II.

Section Il. General Conditions

(a) The participation of Plans in the TRAK Pram is
approved by an Independent Plan Fiduciary. For qrep of
this requirement, an employee, officer or directdr the
Adviser and/or its affiliates covered by an IRA msoibject to

12 For the avoidance of doubt, unless the contexgestg otherwise,
the term “"Portfolio" includes the Stable Value

Investments Fund, a collective trust fund establishnd maintained
by First State Trust Company, formerly a wholly-@drsubsidiary of
Citigroup.



Title | of the Act will be considered an Indepentdtan
Fiduciary with respect to such IRA.

(b) The total fees paid to the Adviser andhifdiates will
constitute no more than reasonable compensation.

(c) No Plan pays a fee or commission by reasothe
acquisition or redemption of shares in the Trust.

(d) The terms of each purchase or redemptiof rakt
shares remain at least as favorable to an invefliag as
those obtainable in an arm's length transactiorh véh
unrelated party.

(e) The Adviser provides written documentatitmn an
Independent Plan Fiduciary of its recommendationrs o
evaluations based upon objective criteria.

() Any recommendation or evaluation made by th
Adviser to an Independent Plan Fiduciary is impletad only
at the express direction of such Independent Pidackry,
provided, however, that --

(1) If such Independent Plan Fiduciary electsariting
(the Election), on a form designated by the Advisem time
to time for such purpose, to participate in the oknatic
Reallocation Option under the TRAK Program, thesetid
Plan or participant account is automatically rezdted
whenever the Adviser modifies the particular
asset allocation recommendation which the IndepenB&an
Fiduciary has chosen. Such Election continues fiacefuntil
revoked or terminated by the Independent Plan kadydn
writing.

(2) Except as set forth below in paragraph(3(f at the
time of a change in the Adviser's asset allocation
recommendation, each account based upon the dssettian
model (the Allocation Model) affected by such chanig
adjusted on the business day of the release ofnthe
Allocation Model by the Adviser, except to the enttehat
market conditions, and order purchase and redemptio
procedures, may delay such processing through iassef
purchase and redemption transactions to shift@assetng the
affected Portfolios.

(3) If the change in the Adviser's asset alioca
recommendation exceeds an increase or decreaserefthan
10 percent in the absolute percentage allocatednio one
investment medium (e.g., a suggested increasel b @ercent
allocation to greater than 25 percent, or a deeredsuch 15
percent allocation to less than 5 percent), the
Adviser sends out a written notice (the Notice) abd
Independent Plan Fiduciaries whose current invastme
allocation may be affected, describing the proposed
reallocation and the date on which such allocai®o be
instituted (the Effective Date). If the IndependeRtan
Fiduciary notifies the Adviser, in writing, at atiyne within
the period of 30 calendar days prior to the progds#ective
Date that such fiduciary does not wish to follovelsuevised
asset allocation recommendation, the Allocation #&od
remains at the current level, or at such otherllee the
Independent Plan Fiduciary then expressly designaie
writing. If the Independent Plan Fiduciary does affirmative
“opt out' of the new Adviser recommendation, intiwg, prior
to the proposed Effective Date, such new recomnterdis
automatically effected by a dollar-for-dollar liglaition and
purchase of the required amounts in the respeatigeunt.

(4) An Independent Plan Fiduciary will receigetrade
confirmation of each reallocation transaction. tistregard,
for all Plan investors other than Section 404(@nPaccounts
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(i.e., 401(k) Plan accounts), CGMI or MSSB, as &pale,
mails trade confirmations on the next business aftar the
reallocation trades are executed. In

the case of Section 404(c) Plan participants rmatiidn
depends upon the notification provisions agreeholytthe Plan
recordkeeper.

(g) The Adviser generally gives investment advin
writing to an Independent Plan Fiduciary with redp® all
available Portfolios. However, in the case of anRdeoviding
for participant-directed investments (the Secti®d(4) Plan),
the Adviser provides investment advice that is tiaito the
Portfolios made available under the Plan.

(h) Any sub-adviser (the Sub-Adviser) that aftis the
Trust to exercise investment discretion over a fBliot is
independent of Morgan Stanley, Inc. (Morgan Stanley
CGMI, MSSB and their respective affiliates (collgety, the
Affiliated Entities).

(i) Immediately following the acquisition byRortfolio of
any securities that are issued by any Affiliateditignsuch as
Citigroup or Morgan Stanley common stock (the Advis
Common Stock), the percentage of that Portfolies assets
invested in such securities will not exceed onecemt
However, this percentage limitation may be
exceeded if--

(1) The amount held by a Sub-Adviser in manggmn
Portfolio is held in order to replicate an estdisid third-party
index (the Index).

(2) The Index represents the investment peidioce of a
specific segment of the public market for equitgwséies in
the United States and/or foreign countries. Theaoization
creating the Index is:

() Engaged in the business of providing finahc
information;

(ii) A publisher of financial news informatioar

(i) A public stock exchange or associationsgfurities
dealers. The Index is created and maintained by an
organization independent f the Affiliated Entitiesd is a
generally-accepted standardized Index of securitieigh is
not specifically tailored for use by the Affiliatéthtities.

(3) The acquisition or disposition of Adviseor@mon
Stock does not include any agreement, arrangement o
understanding regarding the design or operation thef
Portfolio acquiring such Adviser Common Stock, whiis
intended to benefit the Affiliated Entities or amarty in
which any of the Affiliated Entities may have ateirest.

(4) The Independent Plan Fiduciary authorizée t
investment of a Plan's assets in an Index Fund twhic
purchases and/or holds the Adviser Common Stockthed
Sub-Adviser is responsible for voting any sharesAd¥iser
Common Stock that are held by an Index Fund onraatfer
in which shareholders of Adviser Common Stock aquired
or permitted to vote.

() The quarterly investment advisory fee tisapaid by a
Plan to the Adviser for investment advisory sersicendered
to such Plan is offset by any amount in excess®basis
points that MSSB retains from any Portfolio (witlhet
exception of the Money Market Investments Portfalia the
Stable Value Investments Portfolio for which neitih@éSSB
nor the Trust will retain any investment managemfo)
which contains investments attributable to the Riaestor.

(k) With respect to its participation in the AR Program
prior to purchasing Trust shares,



(1) Each Plan receives the following written oral
disclosures from the Adviser:

(A) A copy of the Prospectus for the Trust dising the
investment objectives of the Portfolios compristhg Trust,
the policies employed to achieve these objectivieg
corporate affiliation existing among the Adviserdaiits
affiliates, and the compensation paid to suchiestit

(B) Upon written or oral request to the Advisex
Statement of Additional Information supplementinge t
Prospectus which describes the types of securdtigs other
instruments in which the Portfolios may invest, ittheestment
policies and strategies that the Portfolios mayizatiand
certain risks attendant to those investments, esliand
strategies.

(C) A copy of the investment advisory agreentsitveen
the Adviser and such Plan which relates to pawiigm in the
TRAK Program and describes the Automatic Reallocati
Option.

(D) Upon written request of the Adviser, a cogfythe
respective investment advisory agreement betweegbvshd

(E) the Sub-Advisers.

(F) In the case of a Section 404(c) Plan, guieed by the
arrangement negotiated between the Adviser andldre an
explanation by an Adviser representative (the Firan
Advisor) to eligible participants in such Plan,thE services
offered under the TRAK Program and the operatiod an
objectives of the Portfolios.

(G) A copy of the proposed exemption and thealfi
exemption pertaining to the exemptive relief ddsedi herein.

(2) If accepted as an investor in the TRAK Pang, an
Independent Plan Fiduciary of an IRA or Keogh Pian
required to acknowledge, in writing, prior to puasing Trust
shares that such fiduciary has received copies hef
documents described above in subparagraph (k)(1dhisf
section.

(3) With respect to a Section 404(c) Plan, tenit
acknowledgement of the receipt of such documents is
provided by the Independent Plan Fiduciary (i.ee Plan
administrator, trustee or named fiduciary, as #eordholder
of Trust shares). Such Independent Plan Fiducargqguired
to represent in writing to the Adviser that sudfufiiary is (a)
independent of the Affiliated Entities and (b) kredgeable
with respect to the Plan in administrative mattemd funding
matters related thereto, and able to make an irddrdecision
concerning participation in the TRAK Program.

(4) With respect to a Plan that is covered uridtte | of
the Act, where investment decisions are made byustete,

—

13 The fact that certain transactions and fee armaegés are the
subject of an administrative exemption does notievel the
Independent Plan Fiduciary from the general fidyctasponsibility
provisions of section 404 of the Act. In this redjathe Department
expects the Independent Plan Fiduciary to consweefully the
totality of the fees and expenses to be paid byPtha, including any
fees paid directly to MSSB, CGMI or to other thiarties.
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investment manager or a named fiduciary, such lexégnt
Plan Fiduciary is required to acknowledge, in wigti receipt
of such documents and represent to the Adviser shah
fiduciary is (a) independent of the Affiliated Bids, (b)
capable of making an independent decision regardireg
investment of Plan assets and (c)

knowledgeable with respect to the Plan in admiaiite
matters and funding matters related thereto, atel tabmake
an informed decision

concerning participation in the TRAK Program.

() Subsequent to its participation in the TRAKogmam,
each Plan receives the following written or oradctthsures
with respect to its ongoing participation in the AR
Program:

(1) The Trust's semi-annual and annual repaluding a
financial statement for the Trust and investmenhaggment
fees paid by each Portfolio.

(2) A written quarterly monitoring statemenntaining an
analysis and an evaluation of a Plan investor'owatc to
ascertain whether the Plan's investment objectiae® been
met and recommending, if required, changes in Blatf
allocations.

(3) If required by the arrangement negotiatetiieen the
Adviser and a Section 404(c) Plan, a quarterly, aitist
investment performance monitoring report, in wagtin
provided to an Independent Plan Fiduciary of sudanP
showing Plan level asset allocations, Plan cashk #oalysis
and annualized risk adjusted rates of return fanPlI
investments. In addition, if required by such agement,
Financial Advisors meet periodically with Indepentdé®lan
Fiduciaries of Section 404(c) Plans to discuss rdport as
well as with eligible participants to review thedccounts'
performance.

(4) If required by the arrangement negotiatetiveen the
Adviser and a Section 404(c) Plan, a quarterly igipent
performance monitoring report provided to a Plartipipant
which accompanies the participant's benefit staténzad
describes the investment performance of the Pa#plthe
investment performance of the participant's indiaid
investment in the TRAK Program, and gives market
commentary and toll-free numbers that enable thicg@ant
to obtain more information about the TRAK Programto
amend his or her investment allocations.

(5) On a quarterly and annual basis, writtestldisures to
all Plans of (a) the percentage of each Portfolimtskerage
commissions that are paid to the Affiliated Enstand (b) the
average brokerage commission per share paid by each
Portfolio to the Affiliated Entities, as comparexthe average
brokerage commission per share paid by the Trubrda&ers
other than the Affiliated Entities, both expressedcents per
share.

(m) The Adviser maintains or causes to be raaiet, for
a period of (6) six years, the records necessagntble the
persons described in paragraph (m)(1) of this cecto
determine whether the applicable conditions of éxismption
have been met. Such records are readily availablessure
accessibility by the persons identified in
paragraph (1) of this section.



(1) Notwithstanding any provisions of section 50&a and
(b) of the Act, the records referred to in thetfpparagraph of
this section are unconditionally available at theistomary
location for

examination during normal business hours by--

(i) Any duly authorized employee or represaméadf the
Department or the Internal Revenue Service;

(i) Any fiduciary of a participating Plan omw duly
authorized representative of such fiduciary;

(i) Any contributing employer to any partigpng Plan
or any duly authorized employee representative wths
employer; and

(iv) Any participant or beneficiary of any paipating
Plan, or any duly authorized representative of uarticipant
or beneficiary.

(2) A prohibited transaction is not deemed taveéh
occurred if, due to circumstances beyond the cbmfdhe
Adviser, the records are lost or destroyed prioth® end of
the six-year period, and no party in interest ottiexn the
Adviser is subject to the civil penalty that may &ssessed
under section 502(i) of the Act or to the taxes dsgd by
sections 4975(a) and (b) of the Code if the recanas not
maintained or are not available for examinatiomesgiired by
paragraph (1) of this section.

(3) None of the persons described in subpapagrii)-
(iv) of section (m)(1) is authorized to examine thrade
secrets of the Adviser or commercial or financrdbrmation
which is privileged or confidential.

(4) Should the Adviser refuse to disclose infation on
the basis that such information is exempt fromldsare, the
Adviser shall, by the close of the thirtieth (30ttay following
the request, provide written notice advising thatspn of the
reason for the refusal and that the Department reguest
such information.

Section lll. Definitions

For purposes of this exemption:

(@) The term “Adviser" means CGMI or MSSB as
investment adviser to Plans.

(b) The term "Affiliated Entities" means Marg Stanley,
CGMI, MSSB and their respective affiliates.

(c) The term “CGMI" means Citigroup Global fidets
Inc. and any affiliate of Citigroup Global Markets.

(d) An Taffiliate” of any of the Affiliated Mities
includes:

(1) Any person directly or indirectly throughe or more
intermediaries, controlling, controlled by, or und®mmon
control with the Affiliated Entity. (For purposesf dhis
subparagraph, the term ““control" means the ptavexercise
a controlling influence over the management orgiedi of a
person other than an individual);

(2) Any individual who is an officer (as defthén Section
l1I(g) hereof), director or partner in the Affilied Entity or a
person described in subparagraph (d)(1);

(3) Any corporation or partnership of which thiliated
Entity, or an affiliate described in subparagragi{(X), is a 10
percent or more partner or owner; and

(4) Any corporation or partnership of which any
individual which is an officer or director of theffated
Entity is a 10 percent or more partner or owner.
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(e) An “Independent Plan Fiduciary" is a Placiary
which is independent of the Affiliated Entities aisckither:

(1) A Plan administrator, sponsor, trustee @med
fiduciary, as the recordholder of Trust shares urad8ection
404(c) Plan;

(2) A participant in a Keogh Plan;

(3) An individual covered under (i) a self-dited IRA or
(ii) a Section 403(b) Plan, which invests in Trsisares;

(4) A trustee, investment manager or namedclaty
responsible for investment decisions in the casa ditle |
Plan that does not permit individual direction astemplated
by Section 404(c) of the Act; or

(5) A participant in a Plan, such as a Sec#ioa(c) Plan,
who is permitted under the terms of such Plan tectli and
who elects to direct, the investment of assetsisfdn her
account in such Plan.

() The term "MSSB" means Morgan Stanley &mit
Barney Holdings LLC, together with its subsidiaries

(g) The term “officer" means a president, ange
president in charge of a principal business unitjsibn or
function (such as sales, administration or finaha®) any
other officer who performs a policymaking functidor the
entity.

Section |V. Effective date

This exemption is effective as of May 31, 20@8h
respect to the Covered Transactions, the GeneradiGmns
and the Definitions that are described in Sectlphisand 111.

Written Comments

The Department invited all interested persansubmit
written comments and/or requests for a public Imgamith
respect to the notice of proposed exemption on eforb
August 25, 2010. During the comment period, the db&pent
received 13 telephone calls and 2 comment letteos f
participants or beneficiaries in Plans with
investments in the TRAK Program, which concerned th
commenters' difficulty in understanding the notiégoroposed
exemption or the effect of the exemption on the wemters'
benefits. The Department also received one writiemment
from the Applicant, which concerned the correctioh a
publication error appearing in the operative langueof
Section Il of the proposed exemption and the ctioeof a
typographical error appearing in Representation oi5the
Summary of Facts and Representations (the Summahg.
Department received no
hearing requests during the comment period.

With respect to the operative language, the lidapt
notes that the first two paragraphs of SectionGEneral
Conditions read:

(a) The participation of Plans in the TRAK Prag is

(b) Approved by an Independent Plan Fiduciafgr
purposes of this requirement, an employee, offaredirector
of the Adviser and/or its affiliates covered by HMA not
subject to Title | of the Act will be considered brdependent
Plan Fiduciary with respect to such IRA.

Accordingly, the Applicant requests that parentd@ti " (b)"
be deleted and the sentence fragments reproducace die



combined into a single paragraph following the ptretical
()", and that the ensuing paragraphs in Sediidme re-
lettered for consistency. The Department concurth whe
Applicant's requested correction of this
publication error and it has revised Section Il tbé final
exemption. With respect to the Summary, the Appit
notes that, at the end of Representation 15, wHedtribes
revisions to the operative language of PTE 2009-+th2,
proposed exemption states that ““a new definitioM8SB is
added in Section llI(f) to mean Morgan Stanley
Smith Barney Holdings LLC, together with its afiiles."
However, the Applicant points out that the defuoritiof MSSB
in Section llI(f) of the proposed exemption inclsdibe term
“subsidiaries," rather than Taffiliates." Adtiogly, the
Applicant requests that, at the end of Represemtatb, the
word “affiliates" be replaced with the word "sidiaries," in
order to be consistent with Section IlI(f) of thesfibitions.
The Department concurs and takes note of the famggo
revision to Representation 15 of the Summary.

After giving full consideration to the entireecord,
including the written comments, the Department tiesided
to grant the exemption, as described above. Thepleten
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application file is made available for public insfien in the
Public Documents Room of the Employee Benefits Bgcu
Administration, Room N-1513, U.S. Department of bgb
200 Constitution Avenue, NW., Washington, DC 20210.

For a more complete statement of the facts and
representations supporting the Department's dectsiagrant
this exemption refer to the proposed exemption ipbbd in
the Federal Register on June 11, 2010 at 75 FR43334

FOR FURTHER INFORMATION CONTACT: Warren
Blinder of the Department, telephone (202) 693-83%8is is
not a toll-free number.)

Signed at Washington, DC, this 13th day of Dewer
2010.
Ivan Strasfeld,
Director of Exemption Determinations, Employee Hége
Security
Administration, U.S. Department of Labor.
[FR Doc. 2010-31571 Filed 12-15-10; 8:45 am]
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