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Item 2. Material Changes

This section identifies and discusses material ghanto the
ADV brochure since the version of this brochureedaMarch
31, 2011. For more details on any particular mafilease see
the item in this ADV brochure referred to in thersuary below.

Merger of Investment Advisory Programs. MSSB provides
investment advisory services through two channel®©ne

channel generally provides the investment advigmggrams
previously provided by Smith Barney and/or CitigpoGlobal

Markets Inc., and the other channel generally plesithe
investment advisory programs previously providedMgrgan

Stanley & Co. Incorporated. MSSB is in the proceds
merging the advisory programs currently operatethe Smith

Barney and Morgan Stanley channels. In this ADdchure,

and in various client communications, we referhis process as
the “Conversion.” Select UMA Accounts opened oer@ing

on the merged platform will be referred to as “Certed

Accounts”. If you are a client in the Smith Barnelyannel,

this may affect your account in various ways. Barple, there
may be changes to where your account is custodiddayour

cash sweep options. We will notify you in advarafeany

changes to your account resulting from the Conearsi If you

are not sure whether your account is in the SmitrnBy

channel or the Morgan Stanley channel, please cbmy@ur

Financial Advisor or Private Wealth Advisor. (Iteth

Personal Portfolio Program Merged into Select UMA
Program. Previously, the Personal Portfolio program wa
available only to Morgan Stanley channel clientd #re Select
UMA program was available only to Smith Barney ahan
clients. Now, the Personal Portfolio program hasrbmerged
into the Select UMA program, which is availableatb clients.
(Item 4)

Affiliated Investment Products. We offer various investment
products affiliated with MSSB. We are not oblightéo
perform due diligence on, or evaluate, certain sypkaffiliated
investment products. Therefore, if you invest ime f these
investment products, it will not have been subj¢at the
evaluation process that our Consulting Group Invest
Advisor Research department applies to other invest
products. Certain affiliated investment productayntharge
higher fees, or be more costly, than other optigegher
affiliated or unaffiliated) in the same or anotlasset class. If a
Financial Advisor (who could be your Financial Asier)
provides a model portfolio used to manage an asaes$ in your
account, we pay that Financial Advisor for doing s@tems
4.A, 6.A and Item 6.B)

Sub-Managers May Both Deliver a Model Portfolio and
Implement Some Investment Decisions Directly. Previously,
most sub-managers gave us a model portfolio fortas
implement all their investment decisions in cliesmtcounts,
while some sub-managers (usually with fixed incatiategies)
implemented all their investment decisions diredthy client

accounts. Now, a few sub-managers may be abléveous a
model portfolio for some of the assets they mariage client

S

account and implement the rest of their investnustisions
directly in the account. (ltem 4.A)

Cash Sweeps. Any uninvested cash, and allocations to cash, in

your account are invested in either interest bgabiank deposit

accounts (“Deposit Accounts”) or money market fundg you
have a Deposit Account, this may now be held atamaore of
the following banks affiliated with us: (i) MorgeBtanley Bank,
N.A., (ii) Morgan Stanley Private Bank, Nationals&giation or
(i) Citibank, N.A. Each bank pays us a fee basedyour
Deposit Account balances (except on retirement lam
Coverdell Education Savings accounts). Your Firglngdvisor
does not receive a portion of these fees.

If you opened a retirement plan account or Covéigelcation
Saving Account in the Smith Barney channel, theikikho this
ADV brochure (“Affiliated Money Market Funds Feedalosure
Statement and Float Disclosure Statement”) appiges/our
account after the Conversion. This Exhibit hasimfation on
the money market fund investments available to yotiuding
fees and expenses. (Item 4.C)

Proxy Voting. In accounts in (or that have been converted
the Morgan Stanley channel, the sub-managers het@roxies
if clients do not elect to do so themselves. If3BSis the sub-
manager, we follow the proxy voting recommendatiohiSS, a
third party provider of corporate governance sawic If ISS
does not have a recommendation, we vote in prapoitt the
votes of other security holders. (Item 6.C)

to)
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Iltem 4: Services, Fees and
Compensation

Morgan Stanley Smith Barney LLC (“MSSB”, “we”, “usdr
“our”) is, among other things, a registered investinadviser, a
registered broker-dealer, a registered futures cssiom
merchant, and a member of the New York Stock Exgban
MSSB is one of the largest financial services firmsthe
country with branch offices in all 50 states and fistrict of
Columbia.

MSSB is a Fiduciary to You.

In serving as your investment advisor in this pamgr MSSB is
a fiduciary to you. We are registered under theestment
Advisers Act of 1940, which places a fiduciary ghlion on us
in terms of the way that we provide services to.you

As a fiduciary, we will assure that your best iet#s come first.
We endeavor to provide you full disclosure of alitarial facts
relating to our investment advisory relationshighwyou. Our
advisory programs are designed to avoid conflidtsnterest.
In situations where the appearance of, or poteiftigl such a
conflict is unavoidable, we will clearly disclosket details of
this to you.

A key feature of this program is that we will prdgiyou with

objective investment advice. Investment choices Your

account are the subject of an intensive due ditiggsrocess by
our experienced professionals. Our recommendatidrsich

products are only made after we have thoroughlievesd your

investment goals and risk tolerance and come torelasion

that the recommended investment products are $mitabd

appropriate for you. We will provide on-going intreent advice
to you and monitor your investments to ensure tihey remain
consistent with your objectives and risk tolerance.

We will not effect transactions between your acd¢swand our
own accounts (so-called “principal trading”) withoyour
informed consent.

We will always attempt to obtain the most favoratdems for
any transaction that we make in your accounts. s phactice is
often referred to as “best execution” in the indust

We will supervise our Financial
professionals to ensure that they are providing sbevices
within appropriate guidelines and we will monitoruro
employees to ensure that they meet prevailing @tisimndards.
We will disclose material matters impacting youmddicial
Advisors to you.

Where we act as custodian for your account, we sgifeguard
your assets from access by unauthorized personsvandill
protect the privacy of your personal and finanziérmation.

We will clearly disclose information about the fegmi pay and
we receive

Details about issues such as those described ad@véound
throughout this ADV brochure.

Merger of Investment Advisory Programs.

In June 2009, Morgan Stanley (“Morgan Stanley P#yeand
Citigroup Inc. (“Citi") combined the Global Wealth
Management Group of Morgan Stanley & Co. Incorpedat
(now, Morgan Stanley & Co. LLC) (“MS&Co."”) and ttHemith
Barney and related businesses of Citi affiliatesdér the terms
of the agreement, Citi sold 100% of its Smith Bgxn8mith
Barney Australia and Quilter units for a 49% stakehe joint
venture company and an upfront cash payment of B#lign.
Morgan Stanley Parent exchanged 100% of its Glotahlth
Management business for a 51% stake in the joimtuve
company. After year three, Morgan Stanley Paredt@iti will
have various purchase and sale rights for the juerture
company, but Citi will continue to own a signifi¢astake in the
joint venture company at least through year fivdwe Tjoint
venture owns MSSB.

MSSB’s investment advisory services are providedugh two
channels. One channel generally provides the imesst
advisory programs previously provided by Smith Egrand/or
Citigroup Global Markets Inc. (“CGM”") (“SB Channgl'and
generally provides these programs through the damsmesses
and retail locations as did Smith Barney and/or CGNhe
other channel generally provides the investmentisady
programs previously provided by MS&Co. and gengrall
provides these programs through the same businasseretail
locations as did MS&Co. (“MS Channel”).

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

advisory programs. Many of MSSB’s advisory servicae

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 differames
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 betwésmn

channels. Some programs are available only in avannel.

You may obtain brochures for other MSSB investnahtisory

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

MSSB is in the process of merging the SB Channel ki%
Channel advisory programs. In addition, we angitgpthat in
2012, the SB Channel and MS Channel will ceaseaipgr as
separate channels, and will begin operating asgesichannel
on one platform which will at least initially be lstantially
similar to the channel and platform on which the KBannel

Advisors and othercurrently operates. This conversion of the SB Ckamamd the

MS Channel will be referred to as the “ConversionSelect
UMA accounts opened or operating on this one platfwill be
referred to as “Converted Accounts”.

We do not anticipate that this Conversion will havs material
impact on MS Channel clients or accounts. We goatie that
the Conversion will occur in three “Cuts” during12) each of
which will impact the clients and accounts of cert&5B

Channel branch offices. We anticipate that thev@osion will

be complete after the third Cut, and that aftertttied Cut no
accounts will remain on the SB Channel platfornMSSB wiill

notify you if and when your account will be conwatt(and of
any impact that the conversion will have on youwrcamt), prior
to any Conversion Cut that impacts you.



To determine whether your account is a SB Chanosbunt, a
MS Channel account or a Converted Account, pleasgact
your Financial Advisor.

Until the Conversion is complete, clients’ assetdl e
custodied at either CGM (for SB Channel accountsM8SB
(for MS Channel accounts and Converted Accounts).

A. General Description of the Select UMA ®
Program and Services

General Description of the Select UMA Program

The Select UMA (“Select UMA") program is a “Unified
Managed Account” program. The Select UMA progrdiere
a combined portfolio (the “Portfolio”) implementedy an
investment manager (“Overlay Manager”) comprisedarhe or
all of the following investment products (the “Irstment
Products”), which may or may not be affiliated WiMSSB: (i)
mutual funds; (ii) exchange traded funds or exckatrgded
trusts (collectively, “ETF’s”); (iii) securities wbh Overlay
Manager shall invest in based on a model portftihe “Model
Portfolio”) provided by one or more investment mges
(“Sub-Managers”); and/or (iv) securities in which Bxecuting
Sub-Manager (as defined below) shall invest in daseits own
investment decisions. Except as provided in thkowang
sentence, each Sub-Manager, mutual fund and ETi€ated as
an Investment Product is selected from those tleaba MSSB’s
Focus List or Approved List, as described in Itembé&ow.
Investment Products for which MSSB, Consulting Grou
Advisory Services LLC (an MSSB affiliate) or any ployee,
division, subsidiary or successor of either (i) tle Sub-
Manager, (i) is the sponsor, or (iii) provides é@stment
management or other services, shall be referredh tthis
brochure as “MSSB Investment Products.” Notwithdiag
anything to the contrary provided in this brochurgither
MSSB, an affiliate, nor any third party retained M$SB or an
affiliate will evaluate, or perform due diligence,cany MSSB
Investment Products.Please see Item 6 (Portfolio Manager
Selection and Evaluation) below, for more inforroation
Investment Product selection. Currently, MSSB, acting
through its MSSB Private Portfolio Group divisioig the

Overlay Manager. Please see “MSSB’s Role as Overlay

Manager in the Select UMA Program” in this Item 4alow,
for more information on Overlay Manager services\pded by
MSSB.

The Select UMA program is available to clients he tSB
Channel and the MS Channel, as well as to clienith w
Converted Accounts.

Services Provided

A Financial Advisor, or a MSSB affiliate, if appéible, assists
you in the review and evaluation of investment otijes for
each account through the use of a questionnaire #nd
appropriate, updated confidential client informatio Based on
a review and evaluation of your investment objedjMMSSB or
a MSSB affiliate, if applicable, and you (or MSSBthe event
you have elected Financial Advisor Discretion orrnfi
Discretion (as defined below)) shall select a Padf A
Portfolio is a multi-style investment approach tlalocates
assets in your account to specific investmenteggias.

In order to construct the Portfolio, unless you énalected the
“custom” version of the Model (please see belows3B and
you will select an asset allocation investment nhogde
“Model”), from among investment models pre-defindxy
MSSB. Each of the available Models will represamtifferent
asset allocation (and accordingly will include aremore asset
classes “Asset Classes”) appropriate for a differevestment
objective/risk tolerance. Unless you have elethed‘custom”
version of the Model (please see below), MSSB viié
responsible for setting the asset allocation oheslodel, and
adjusting the asset allocation from time to timevi&SB deems
appropriate. This may include adding Asset Clagsesiny
Model, at any time that MSSB determines that iapgpropriate
to do so (an “Asset Class Addition”). At timeseté may be
no allocation to some of the Asset Classes thaé vie@merly in
a Model. Unless you have elected the “custom”iversf the
Model, if MSSB adds an Asset Class to a Model MS&B
follow the procedures outlined below for an AssefasS
Addition.

If you have not elected the “custom” version of thtodel

(please see below), you may choose to adopt dhieeitactical”

or “strategic” version of the Model. MSSB may leathe
tactical or strategic Model asset allocation ungjeahfor as long
as MSSB deems appropriate. However, it is antiegbahat
MSSB will change the asset allocation of the tattieersion
more frequently than that of the strategic versiomypically,

MSSB will change the tactical Model asset alloaatgeveral
times per year, while MSSB will change the strateggrsion
only about once per year. Changes in the assstagibn or an
Asset Class Addition will likely result in transamis in your
account, and these transactions could have taxeqaesces for
a taxable account.

If you elect the “custom” version of the Model, yar MSSB in
the event you have elected Financial Advisor Discre (as
defined below)) will define the Model by settingethasset
allocation for the Model and adjusting the assketcation from
time to time as you (or MSSB in the event you halected
Financial Advisor Discretion (as defined below)) ede
appropriate. If you elect the “custom” versiontbé Model,
unless you have elected Financial Advisor Discretigu (not
MSSB) will determine the initial asset allocatiasr the Model
and will be responsible thereafter for any adjustimeto the
asset allocation of the Model. Your Financial Asbri may
utilize recommendations of the MSSB Global Investine
Committee (“GIC”) as a resource in assisting youdfining a
custom Model. If the Financial Advisor does uBliMSSB
GIC recommendations in connection with defining wstom
Model, there is no guarantee that any Model definéidin fact
mirror or track MSSB GIC recommendations.

Once MSSB and you (or MSSB in the event you haeetetl
the “custom” version of the Model and Financial Asbr
Discretion (as defined below)) have selected theldloMSSB
and you (or MSSB in the event you have elected rigiash
Advisor Discretion or Firm Discretion (as definedldw)) will
construct the Portfolio by populating each Assetas@l
comprising the Model with one or more Investmenbdricts.
Investment Products may or may not be affiliatethwilSSB.
MSSB will offer one or more of each of the followin
Investment Products for each Asset Class: mutuadSuETFs
and/or separate accounts which Overlay Managet isivaist in



based on a Model Portfolio provided by one or m&ugb-

Managers (or which the Executing Sub-Managers gfned

below) invest in based on their own investment sleos).

Unless you have elected Financial Advisor Discretiw Firm

Discretion, if MSSB determines that the Asset Class a Sub-
Manager or Investment Product is included in shdaeldthanged
(an “Asset Class Change”), MSSB will notify eachent

utilizing that Sub-Manager or Investment Productthef Asset
Class Change, and shall follow the procedures radlibelow
for an Asset Class Change. MSSB and Overlay Manadke

enter into agreements with each of the Sub-Manatgerbe

responsible for providing Model Portfolios to OwwriManager
or (in the case of Executing Sub-Managers) for $ting assets
in client accounts based on their own investmeaotstns.

With your verbal, written or other consent, MSSBynassign
you to a different Model or change Sub-Managergeestment
Products in a client’s account.

In the Select UMA client agreement with MSSB, yauherize
each Sub-Manager that provides a Model
implements its investment decisions directly) farlavestment
Product selected for or by you, to act as investnagiviser to
you. You authorize each Sub-Manager, as investadviser to
you, to exercise discretion to select securitigsyfmur account
by (i) delivering a Model Portfolio to Overlay Magpr, which

Overlay Manager will implement (subject to any utie
instructions accepted by Overlay Manager), or(iiii)the case of
an Executing Sub-Manager) implementing its
decisions directly. MSSB may provide each Sub-Manavith

such information regarding you as may be reasonadtgssary
for the Sub-Manager to fulfill its obligations tooy and to
MSSB and the Overlay Manager. See Item 7 (Client
Information Provided to Portfolio Managers) belofer more

Portfolia (o

invesime

which you have selected. If you elect Firm Discmet you
may nhot select a “custom” Model or Financial Adviso
Discretion, and your account does not qualify foaxT
Management (as described below).

Pursuant to an agreement with MSSB, Overlay Manabatl
invest and re-invest the assets in each clientuatcexcept that, in
certain strategies, Sub-Managers (hereinafter “Htkeg Sub-
Managers”; “Sub-Managers” includes Executing Sulabtgers
as the context requires herein) may be grantedmnsgplity by
MSSB to implement some or all investment decisidinectly.
Most Executing Sub-Managers are fixed income Subdgers.
Some Executing Sub-Managers may both deliver a Mode
Portfolio to Overlay Manager and implement someestient
decisions directly. Overlay Manager will seek tanage your
account in a manner consistent with the Model anedtment
Products selected by you and MSSB and the Modetfoftor
provided by any applicable Sub-Manager, as qudlifiy any
client instructions accepted by the Overlay Managseiuding,
without limitation, any instructions in connectionith your
selection of Tax Management services for the adcagrdescribed
below. MSSB may change the Overlay Manager (whi@mge
may involve MSSB selecting an Overlay Manager that is not
affiliated with MSSB) in its sole discretion at atiye and for any
reason. If there is a disruption in the servicesvided by
Overlay Manager for any reason, MSSB or an affilisay act as
Overlay Manager during the period of the disruptiofhis may
impact account performance. In addition, in thentvof a
disruption, MSSB may liquidate the applicable Rwidf(in whole
or in part), and invest the proceeds in an affitlabr unaffiliated
money market fund or other cash equivalents.

Periodically, Overlay Manager will re-balance yaaccount in
accordance with a re-balancing protocol specifigdVisSB and

information. The Sub-Manager may delegate any or all of itsagreed to by Overlay Manager.

functions to an affiliated or unaffiliated firm themeets MSSB’s
research standards, provided that the Sub-Mandgdirremain

liable for the performance of all its obligatiomsits agreement
with MSSB.

In the Select UMA program, clients may elect theén&ncial

Advisor Discretion” option, pursuant to which yotagt MSSB
discretion to (a) select Sub-Managers or InvestrReatlucts for
you, (b) change Sub-Managers or Investment Prodauds(c)
(if you have also elected the “custom” version lo¢ tModel)
define the Model asset allocation and adjust ttsetaallocation
for you. MSSB will exercise this discretion printarthrough

an MSSB employee (the “Discretionary FA”"), who shaitially

be your Financial Advisor. If, for any reason, anche sole
discretion of MSSB, the Discretionary FA is unabderender
such services, temporarily or permanently, or teatds his or
her employment with MSSB, MSSB shall continue toder
such services and shall promptly assign anothelar€ial

Advisor to act as the Discretionary FA on a tempprar

permanent basis.

In the Select UMA program, clients may elect theiriF
Discretion” option, pursuant to which you grant MBS
discretion to (a) select Sub-Managers or InvestrReatlucts for
you and (b) change the Sub-Managers or Investmetuets.
Clients may choose any one of three Firm Discretptions
(mutual funds only, ETFs only or any Investmentdriad type),
and only the type of Investment Product designategou will
be utilized to populate the Asset Classes commyithe Model
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Each Sub-Manager, mutual fund and ETF included mas a
Investment Product shall be selected from the usévef Sub-
Managers, mutual funds and ETFs (which may or matybe
affiliated with MSSB) with which MSSB has entereatd an
agreement, and (except for MSSB Investment Projititas are
on MSSB'’s Focus List or Approved List (or their agent
from time to time), as described in Item 6 belovdome or all
of the Asset Classes may be limited to certain sypdé
Investment Products. Please see Item 6 (Portfolio Manager
Selection and Evaluation) below, for more inforroation
Investment Product selection.

In the event that MSSB makes a determination that a
Investment Product previously recommended to antlie no
longer approved for the Select UMA program or avebiment
Product is terminated from the Select UMA prograon &ny
other reason, either (xX) a replacement Sub-Manager
Investment Product shall be selected by MSSB and (go by
MSSB if you elect Financial Advisor Discretion orirrR
Discretion) from recommendations provided by MS®B,(y)
your Select UMA client agreement with MSSB shall
automatically terminate upon a date selected by B1%®&d
communicated to you with reasonable advance notitiless
you have elected the Financial Advisor Discretion Form
Discretion option as described above (and excepitlsrwise
provided in the following paragraphs of this Sec}jobefore a
Sub-Manager is engaged or an Investment Prodselested for

a client's assets pursuant to this paragraph, M88Bnotify



you and ask that you select a new Investment Pt(gjuor the
relevant Asset Class(s). MSSB’s notice may alsmtify an
appropriate replacement Investment Product seldutéddSSB.

If you do not select a new Investment Product witthie time
frame prescribed in MSSB’s notice and if the noibentifies a
replacement Investment Product, you will be deernediave
instructed MSSB (i) to discharge any terminated -Slamager
and liquidate your account’s holdings of any teraéa mutual
fund or ETF and (ii) to engage on your behalf agglacement
Sub-Manager, and purchase shares of any replacemgmgl
fund or ETF, identified by MSSB. When engaging plaeement
Sub-Manager for a client’'s account, the impleméorabf the
replacement Sub-Manager's Model Portfolio may resal
liquidation of securities from the account.

Notwithstanding the previous paragraphs, unless Yawe

elected Financial Advisor Discretion or Firm Digina, MSSB

will notify each client utilizing a Sub-Manager ¢mvestment
Product impacted by an Asset Class Change, of HeetAClass
Change. Such notification shall include an appeterSub-
Manager or Investment Product (the “Change Defardduct”)

that is in the Asset Class that you have selectéfdyou do not
select a different Sub-Manager or Investment Pro¢hrcchange
to a different Model) prior to a date specified MBSB in the
notice of Asset Class Change, MSSB will change $udb-

Manager or Investment Product to the Change DeRroltuct.

Notwithstanding the previous paragraphs, unless Yawe
elected a “custom” Model, in the event of an As§¥ass
Addition, MSSB may add the new Asset Class to tluel®l, and
may populate the new Asset Class with an apprapr&ib-
Manager or Investment Product.

Notwithstanding the preceding paragraphs, if (&) d@mount in
an Investment Product or Model in a client’s acddats below
the minimum for that Investment Product or Modalgdo re-
balancing, market activity or any other reason)(lor a Sub-
Manager elects to terminate its investment adviselgtionship
with you, MSSB may (without further consent from uyo
transfer your assets to another appropriate Invesstfaroduct or
Model, which Investment Product or Model has a munin

investment for which your account qualifies.

In the Select UMA program, a client may elect taanagement
(“Tax Management”) services for the account. Ideorto elect
Tax Management services, you must complete and aigax
Management Services form, and deliver the signath fto

MSSB.
investment decisions of applicable Sub-ManagergoandSSB
or Overlay Manager rebalancing decisions. In teneand to
the extent of any such conflict, the Tax Managensmtices
selected by you will prevail and contrary MSSB, @ag

Manager and/or Sub-Manager investment advice will be
implemented for as long as such advice is contraryuch Tax
Management services. As a result: (i) the acconay not
receive the benefits, including gains and avoidessés, of
certain recommended purchases and sales of sesya@tid (ii)

MSSB’s Role as Overlay Manager in the Select UMAoBram

MSSB generally performs its role as Overlay Manageough
its MSSB Private Portfolio Group division.

As Overlay Manager, MSSB provides the following tfaio
implementation and coordination services (as appl&) with
respect to client accounts invested in #sect UMA program:

i. implementing investment instructions furnished tS 3B
by Sub-Managers concerning the securities to be
purchased, held, or sold for client accounts, and
determining the amount of securities to be purathase
sold for client accounts, in accordance with rudexl
procedures agreed to by MSSB and the Sub-Managers;

ii. placing orders for and arranging for the purchassate
of securities with broker-dealers to implement the
investment instructions of the Sub-Managers and/or
communicating the amount of securities to be pwetia
or sold for client accounts to Executing Sub-Mamader
execution with broker-dealers selected by the Etkegu
Sub-Managers;

iii. placing orders for the purchase, sale, or redempdib
shares of mutual funds and ETFs to implement the
investment instructions of clients and/or Sub-Marag

(applicable for portfolios and programs involving
investment in mutual funds or ETFs);
iv. rebalancing client accounts among two or more

Investment Products;

v. implementing reasonable restrictions imposed bieatc
on the management of the non-mutual fund/ETF hgklin
portion of such client’s account; and

vi. managing client accounts consistent with assetatiion
or Asset Class selections made by clients.

MSSB is directed by the applicable Sub-Manager&rirctions
as to the securities to purchase and sell for tcieoounts.

Account Opening

To enroll in the Select UMA program, you (or youndncial
Advisor on your behalf) must complete an investment
questionnaire. You must also enter into the SelddA client

Tax Management services may conflict withagreement (“Client Agreement”).

Restrictions

In the Select UMA program, you may impose reasaabl
restrictions on account investments. For exampla ynay
restrict MSSB from buying specific securities ocategory of
securities (e.g., tobacco companies). If you is#r category
of securities, we will determine which specific seties fall
within the restricted category. In doing so, weynrely on
outside sources (e.g. standard industry codes a&seéarch

the account's composition and performance may varyrovided by independent service providers). Anyrigtons you

significantly from that of client accounts for whisimilar Tax
Management services have not been selected.

impose on individual securities have no effect anual fund or
ETF holdings since mutual funds and ETFs operate in
accordance with the investment objectives and egjias
described in their prospectuses. In Select UMA, gbrtion of
the account that would have been invested in asyicted



security or category of securities will be investeaash or cash
equivalents. This will impact the performance loé taccount
relative to an account that is fully invested inw#ties.

Trade Confirmations, Account Statements and
Performance Reviews

CGM (as clearing broker for MSSB for SB Channeloagts) or
MSSB (for MS Channel accounts and Converted Ac)uist
the custodian and provides you with written conéition of
securities transactions, and account statememéssit quarterly.
You may waive the receipt of trade confirmationselafthe
completion of each trade in favor of alternativetmoes of
communication where available. You may also receigual
fund prospectuses, where appropriate.

We will provide periodic reviews of your accountheBe
reviews show how your account investments haveopadd,
both on an absolute basis and on a relative basigpared to
recognized indices (such as Standard & Poor’'s @gjic You

Federal Deposit Insurance Corporation (“FDIC”") atyaother
government agency. Although money market fundsk gee
preserve the value of your investment at $1.0Cshare, there is
no assurance that will occur, and it is possibléote money if
the fund value per share falls. Moreover, in some
circumstances, money market funds may be forcedetse
operations when the value of a fund drops below®Iper
share. In that event, the fund’'s holdings areidigted and
distributed to the fund’s shareholders. This litation process
could take up to one month or more. During thateti these
funds would not be available to you to support hases,
withdrawals and, if applicable, check writing or MTdebits
from your account.

Risks Relating to Differing Classes of SecuritieBRifferent

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

may access these reports through MSSB's online uatco o other risks relating to the particular stratggy hold in your

services site. To enroll your account in the onlaecount
service site, SB Channel clients should go
https://www.smithbarney.com/app-bin/reg/servietgfRation
and MS Channel clients and clients with Converteztoints
should go to https://www.morganstanleyclientsermfferee
Content/Enrollments/ldentification.aspx and follolke step-by-
step instructions. If, however, you would like teceive these
reports by mail, please call 1-888-454-3965.

Risks

All trading in an account is at your risk. The \alof the assets
held in an account is subject to a variety of fegstguch as the
liquidity and volatility of the securities marketfvestment
performance of any kind is not guaranteed, and MS$B a
Financial Advisor's past performance with respeat dther
accounts does not predict future performance veiipect to any
particular account. In addition, certain investinstrategies
that mutual funds, ETFs or Sub-Managers may uskerSelect
UMA program have specific risks, including thosesasated
with investments in common stock, fixed income siies,
American Depositary Receipts, mutual funds, ETFS fameign
securities. You should consult with your Financkativisor
regarding the specific risks associated with theestiments in
your account. Also, please review any Sub-ManagabDV
brochure for a discussion of the material risksoeisged with
any Strategy you may have selected. You may olitamat

account, please see your Sub-Manager’'s ADV brochufdée

Ocurrent version of your Sub-Manager’s ADV brochig@nline

at www.smithbarney.com/ADV, or you can ask yourdricial
Advisor for a copy.

Tax Considerations

Replacing a Sub-Manager may result in sales ofrde=iand
subject you to additional income tax obligation€onsult your
independent tax advisor, as MSSB and its affiliatks not
provide tax or legal advice.

See General Description of the Select UMA Prognauttis Item
4.A above, for information regarding the “Tax Marmsgent”
election in the Select UMA program.

Fees

In the Select UMA program, the client pays an abssed fee to
MSSB (the “MSSB Fee”), which covers MSSB investment
advisory services, custody of securities, tradecetien with or
through CGM/MSSB, as well as compensation to amaifdial
Advisor. This is a wrap fee. However, the OverlMgnager
and Sub-Manager fees are separate from (and iti@u¢h) the
MSSB Fee. The maximum annual MSSB Fee for thecBele
UMA program is 2.00% of the market value of theentis
account.

www.smithbarney.com/ADV or by asking your Financial AlSO. if the Financial Advisor Discretion option hosen, the

Advisor.

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

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

MSSB Fee includes an additional charge for Findn&gvisor
discretionary services of 25% of MSSB’s basic aohisfee
described above for a total maximum MSSB Fee dd%.5

As indicated above, Overlay Manager and Sub-Manfeger are
separate from (and in addition to) the MSSB Feehe Dverlay
Manager fee is up to a 0.12% asset-based annual Téee Sub-
Manager fees will vary depending on the Sub-Managet the
investment strategy of the Sub-Manager. The desedd
annual fees of the Sub-Managers generally range 6@0% to
0.75%.

Fees are Negotiable. Fees for the Select UMA program
described in this brochure are negotiable based namber of
factors including the type and size of the accamd the range
of services provided by the Financial Advisor. d$pecial



circumstances, and with the client’'s agreement,féleecharged
to a client for an account may be more than theimax annual
fee stated in this section.

When Fees are Payable.The fee is payable as described in the

Client Agreement. Generally, the initial fee isedim full on

the date you open your account at MSSB and is basethe

market value of the account on that date. Thealnitee

payment covers the period from the opening dateutiir the

last business day of the next full billing quarséed is prorated
accordingly. Thereafter, the fee is paid quarténlyadvance
based on the account’s market value on the lashéss day of
the previous billing quarter and is due on thehdnisiness day
of the following biling quarter. The Client Agneent

authorizes CGM (as custodian and clearing brokeM8SB for

SB Channel accounts) or MSSB (as custodian for Ni&n@el

accounts and Converted Accounts) to deduct fees whbe from

the assets contained in the account.

who participate in the Select UMA program pay a llesed on
the market value of the account for a variety alvises, and
accordingly may pay more or less for such servibas if they
purchased such services separately (to the exteit duch
services would be available separately to the glien
Furthermore, the same or similar services to thesglable in
the Select UMA program may be available at a lofesr in
programs offered by other investment advisors. Eenrtain
investment styles there may be a mutual fund améragely
managed account offered by the same investment gearent
firm and, therefore, the underlying investmentshie separately
managed account and the mutual fund may be sulahant
identical. Because the underlying expenses and fdethe
separately managed account are generally lower,
performance of a separately managed account isabnkigher
than that of the comparable mutual fund. Thereforethese
investment styles if the client meets the minimuavel of
investment for the separately managed accountclibet may

the

Breakpoints. Fee rates in the Select UMA program may behave a financial benefit to select the separatelpaged account

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

“breakpoints.” When the fee is expressed as a stheaif rates
corresponding to different breakpoints, discourftsany, are

negotiated separately for each breakpoint. As thtiev of

account assets reaches the various breakpointsnd¢temental
assets above each threshold are charged the dppliedes. The
effective fee rate for the account as a whole énth weighted
average of the scheduled rates, and may changeheithccount
asset level.

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

purposes, you can benefit even more from existiegkpoints.
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@ysin

Account #1, you may have a greater proportion sé@ssubject
to lower fee rates, which in turn lowers the averéeg rate for
Account #1. This average fee rate is then multipley the
actual amount of assets in Account #1 to deteritiaalollar fee
for Account #1. Likewise, the total assets are iggpto the
Account #2 breakpoints to determine the averagerdée for
Account #2, which is then multiplied by the actaahount of
assets in Account #2 to determine the dollar feg\fiount #2.

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

accounts are eligible to be related under thesécigsl and

procedures, they will only be related if this i®sifically agreed

between you and the Financial Advisor.

Other. A portion of the MSSB Fee will be paid to your &irtial
Advisor.
Advisors), for more information.

B. Comparing Costs

Depending on the level of trading and types of gées
purchased or sold in your account, if purchasedrsegly, you
may be able to obtain transaction execution aghédrior lower
cost at MSSB or elsewhere than the MSSB Fee inSilect
UMA program. However, such transactions could het
executed on a discretionary basis in a brokerageuat. Clients

See Item 4.D below (Compensation to Financial

as the investment produt¢t addition, CG offers other programs
that do not offer mutual funds or ETFs, and do offér the
services of an Overlay Manager or Sub-Managers.e féas in
those programs may be higher or lower than the feethe
Select UMA program.

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

C. Additional Fees

If you open an account in the program describedthis

brochure, you will pay us an asset-based MSSB FRee,
described above. This “wrap fee” covers MSSB itwesnt

advisory services, custody of securities, tradecetien with or

through CGM (for SB Channel accounts) or throughSBSfor

MS Channel accounts and Converted Accounts), a$ agl
compensation to any Financial Advisor. You alsq fthe

separate Overlay Manager and Sub-Manager feeshvducer

the services of those entities.

The program fees do not cover:

< the costs of investment management fees and othenses
charged by mutual funds and ETFs (see below foremor
details)

e “mark-ups,” “mark-downs,” and dealer spreads (Aptth
MSSB or its affiliates may receive when acting @aqipal
in certain transactions where permitted by law By that
other broker-dealers may receive when acting asipal in
certain transactions effected through MSSB or CGid/ar
its affiliates acting as agent, which is typicatlhe case for
dealer market transactions (e.g., fixed income @arat-the-
counter equity)

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

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



account closing/transfer costs
processing fees or

certain other costs or charges that may be impbgetird
parties (including, among other things, odd-lofatiéntials,

for specific advisory programs. If available, olig shares are
converted into the share class required by the Mutund for
the applicable type of account. Depending on the
circumstances, clients’ shares are converted inghae class
that has a lower or a higher expense ratio. Adyishare

transfer taxes, foreign custody fees, exchange , feeslasses usually have a lower expense ratio thasthaee classes

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

Funds in Advisory Programs

Investing in mutual funds and ETFs (collectivelfzuhds”) is

more expensive than other investment options afféneyour

advisory account. In addition to our fee, you phg fees and
expenses of the Funds in which your account issitece  Fund
fees and expenses are charged directly to the qgfomdsets the
Fund invests in and are reflected in each Fundaesiprice.
These fees and expenses are an additional cogutand are not
included in the fee amount in your account statémeBach
mutual fund and ETF expense ratio (the total amo@ifées and
expenses charged by the Fund) is stated in itppobgs. The
expense ratio generally reflects the costs incurred

shareholders during the mutual fund’'s or ETF's miestent
fiscal reporting period. Current and future expsns®y differ

from those stated in the prospectus.

You do not pay any sales charges for purchasesutdahfunds
in the program described in this brochure. Howeseane mutual
funds may charge, and not waive, a redemption feeestain
transaction activity in accordance with their presjoises.

In addition to the program fee paid by you, MSSH ats
affiliates may receive payments, as described helmmn open
end mutual funds (“Mutual Funds”) or their affikst with
respect to Mutual Fund shares held in the accolimus, we
have a conflict to recommend Mutual Funds over \ialial
securities, closed-end funds or ETFs. These patgmeray
include:

fees of up to 0.12% from all participating Mutualrfds for
non-ERISA assets. A portion of these fees mayesst
revenue sharing if and to the extent that they edoghat
the Mutual Fund would otherwise have paid for thes
services.

investment management fees and related administriges
from affiliated Mutual Funds where the Mutual Funhds
investment adviser is a MSSB affiliate.

The maximum rates payable under these arrangeraenta the
Bill of Rights for Mutual Fund Investors, at
http://www.morganstanleyindividual.com/OurCommitrtieiilo
frights.asp and also available on request. The rantd terms and
conditions of these arrangements can be changadydtme.

Certain Funds are sponsored or managed by affileté1SSB.
Since the affiliated sponsor or manager receiveditiadal

that MSSB previously offered in the program. Howewee may

continue to offer non-advisory share classes if, dgample,

there is no equivalent advisory share class aveailals we

believe that the non-advisory share class is litelpe the most
cost effective share class. Once we make an agvitare class
available for a particular Mutual Fund, clients carly buy the
advisory class shares (not the non-advisory claases) of that
Mutual Fund in the program.

If available, we (without notice to you) will comteany Mutual
Fund in your account to a share class of the samal Fund
which is a load-waived or no-load share class sashan
Institutional (“I") share or advisory program share

Sub-Managers may purchase (or direct Overlay Manage
purchase) mutual funds for your account. Thesaualftinds
may include:

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

other mutual funds.

The Managed Account Fund shares will be redeenreti other
mutual fund shares held in your account may beemgel, on a
manager change or account termination, or on a&feaf such
mutual fund shares out of your managed accountaRaxable
account, there will be tax consequences associaitd the

redemption.

On termination of your account for any reason,her transfer of
Mutual Fund shares out of your advisory accountatifthe time
of termination or transfer, your account includeatdval Funds
in share classes that are not available in nonsadyiaccounts,
Jve may convert these funds to a share class thataigable in
non-advisory accounts (even though the expense fatithat
share class may be higher than the expense ratithéoshare
class of the fund previously held in your accountfhe non-
advisory Mutual Fund share class generally hasenigberating
expenses than the corresponding | and advisoryestiasses,
which may negatively impact investment performance.

If a Sub-Manager uses an open or closed end mfutndlor an
exchange-traded fund, any such Fund may pay its separate
investment advisory fees and other expenses tiutitemanager
or other service provider. In addition, an open-emgtual fund
may charge distribution or servicing fees. In bo#ses, these
fees or expenses will be in addition to the fee pay to us or

investment management fees and other fees, MSSBahasthe Sub-Manager on your account.

conflict to recommend MSSB affiliated Funds.

Mutual Fund companies typically offer different veajo buy
Mutual Fund shares. Some Mutual Funds only offex share
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
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Cash Sweeps

Generally, some portion of your account will bechil cash. If
CGM (SB Channel accounts) or MSSB (MS Channel atisou
and Converted Accounts) acts as custodian for gouount, it
will effect “sweep” transactions of uninvested casind
allocations to cash, if any, in your account into:



e interest-bearing bank deposit accounts (“Depos@odiats”)
established under the Bank Deposit Program (“BiP")

* money market mutual funds (each, a “Money Marketd”u
and, together with BDP Deposit Accounts,
Investments”). These money market funds are mahbage
Morgan Stanley Investment Advisors Inc. or anoti&SB
affiliate except for:

SB Channel retirement and Coverdell
Savings accountsThe “sweep” money market funds
are managed by an unaffiliated manager.

o

If you do not select a Sweep Investment when yoenoyour
account, your Sweep Investment will be BDP if yoe aligible
(MS Channel accounts and Converted Accounts) ecssd by
your Financial Advisor (SB Channel accounts).

In the SB Channel, retirement accounts cannot e 8s their
Sweep Investment.

Clients with accounts that are both (a) MS Chamecebunts or
Converted Accounts and (b) retirement plan accoumts
Coverdell Education Savings Accounts should readBkhibit
to this brochure (“Affiliated Money Market Funds d-e
Disclosure Statement and Float Disclosure Statéent

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

Bank Deposit Program

Through the Bank Deposit Program, Deposit Accouats
established for you at one or more of the followihgnks
(individually and collectively, the “Sweep Banks'j) Morgan
Stanley Bank, N.A. (ii) Morgan Stanley Private Bahlational
Association or (iii) Citibank, N.A. The Sweep Banlare

“Sweep:

Education

Please note the following: (i) you are responstblenonitor the
total amount of deposits you have at each Sweefx Baorder
to determine the extent of FDIC insurance covemagslable to
you; and (ii) MSSB, Citi and their affiliates aretrresponsible
for any insured or uninsured portion of your defosit any of
the Sweep Banks.

If BDP is your Sweep Investment, you should be awhat each
Sweep Bank will pay MSSB a fee equal to the peagmbf the
average daily deposit balances in your Deposit Aotat the
Sweep Banks. Your Financial Advisor will not reeeia portion
of these fees or creditsin addition, MSSB will not receive
cash compensation or credits in connection with BP for
assets in the Deposit Accounts for retirement ptanGoverdell
Education Savings accountsAlso, the" affiliated Sweep Banks
have the opportunity to earn income on the BDPtadbeough
lending activity, and that income is usually sigrahtly greater
than the fees MSSB earns on affiliated Money Maikends.
Thus, MSSB has a conflict of interest in selecting
recommending BDP as the sweep fund, rather thaeligible
Money Market Fund.

Unless otherwise specifically disclosed to you inriting, such
as in connection with the Bank Deposit Program notk
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 Marlkeinds as
Sweep Investments. The Money Market Funds may or moa
be affiliated with MSSB. You understand that pasds and
redemptions of Money Market Fund shares may beteffieonly

affiliated with MSSB The Sweep Banks pay interest on thethrough MSSB and that you may not directly accegsMoney

Deposit Accounts established under the BDP. Yoyodits at
the Sweep Banks will be insured by the Federal Bipo
Insurance Corporation (“FDIC”) up to applicable ilisy in
accordance with FDIC rules, and subject to aggregaif all the
accounts (including, without limitation, certifiest of deposit)
that you hold at the Sweep Banks in the same cypdgank
deposits held through the BDP are not covered WCSobr
excess coverage.

If BDP is your Sweep Investment, you authorize as,your
agent, to establish the Deposit Accounts for youd B0 make
deposits into, withdrawals from and transfers amibregDeposit
Accounts.

Terms of the Bank Deposit Program are further dlesdrin the
Bank Deposit Program Disclosure Statement, whicH e
provided to you upon your first investment in thank Deposit
Program. You may also obtain the Bank Deposit Rnogr
Disclosure Statement as well as current interd@ssrapplicable
to your account, by contacting your Financial Advisor
through MSSB's web site at
www.morganstanleyindividual.com/accountoptionsiassets/
investmentfeatures. You acknowledge and understaatdwe
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 digcd
Statement carefully.
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Market Fund.

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

Each of these Money Market Funds is a separatestimant
with different investment objectives. Their feesgpenses,
minimum investment requirements, dividend policiesd

procedures may vary. Before you invest in any Mohayrket

Fund, read its prospectus carefully. Money MaFkatd shares
are neither insured nor protected by the FDIC. stment in any
Money Market Fund is a purchase of securities iddue the

Money Market Fund, not a bank deposit.

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

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



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

We may offer other money market funds as a nonwee

investment choice. You may purchase shares in thezeey
market funds by giving specific orders for eachgbaise to your
Financial Advisor. However, uninvested cash in yagcount
will not be swept into these money market funds.

If account cash balances are invested in Money BtaFkinds
sponsored or managed by MSSB affiliates, we recaikretain
fund fees up to 0.18% from those Money Market Fumdthose
Money Market Funds' affiliates. Therefore, MSSBsha

conflict of interest in recommending that a portioh your

account be invested in Money Market Funds. Farement

accounts with cash balances invested in money mdukes

sponsored or managed by MSSB affiliates, certads feceived
and retained by such MSSB affiliates will be creditto the
account or offset against the advisory program fd@lease see
the attached Exhibit “Affiliated Money Market Fundsee

Disclosure Statement and Float Disclosure Statehfentmore

details.

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

D.

If you invest in the program described in this broeharportion
of the fees payable to us in connection with yoccoant is
allocated on an ongoing basis to your Financial isalv The
amount allocated to your Financial Advisor in coctian with
accounts opened in the program described in thlishre may
be more than if you participated in other MSSB Btugent
advisory programs, or if you paid separately fovestment
advice, brokerage and other services. The compiensae
pay Financial Advisors with respect to program aete is
typically higher than the compensation we pay Fomgn
Advisors with respect to transaction-based brokeragcounts.
Your Financial Advisor may therefore have a finaha@ncentive
to recommend the program described in this brocmsatead of
other MSSB programs or services.

Compensation to Financial Advisors

If you invest in the program described in this tmae, the
Financial Advisor may agree to charge a fee lesm tthe

maximum fee stated above. The amount of the feepay is a
factor we use in calculating the compensation wg paur

Financial Advisor. Therefore, Financial Advisoravk a
financial incentive not to reduce fees. If youe fate is below
a certain threshold in the Select UMA and other isaty

programs, we give your Financial Advisor credit fiess than the
total amount of your fee in calculating his or lsempensation.
Therefore, Financial Advisors also have a finanieéntive not
to reduce fees below that threshold.

ltem 5. Account Requirements and
Types of Clients

Account Minimums. The Select UMA program generally has
a minimum account size of $25,000. The minimum rbay
greater than $25,000 for some Investment Products.
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Types of Clients. MSSB’s clients include individuals, trusts,
banking or thrift institutions, pension and pradiaring plans,

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

funds), charitable organizations, corporationsgepthusinesses,
state or municipal government entities, investmelnbs and

other entities.

Item 6: Portfolio Manager Selection
and Evaluation

Selection and Review of Portfolio
Managers and Funds for the Program

A.

Eligible Financial Advisors

In the Select UMA program, Financial Advisors geligr are
appropriately licensed, have an acceptable cong®iaecord,
and (before they assume Select UMA Financial Adviso
Discretion pursuant to a client selection of thjgian) have
successfully completed a Select UMA Financial Advis
Discretion certification course of study.

Selection and Review of Sub-Managers, Mutual Funds
and ETFs

In the Select UMA program, we offer a wide range of
Investment Products (including Sub-Managers, muftuads and
ETFs) that we have selected and approved. Itemahdéve
describes the basis on which we recommend particula
Investment Products to particular clients. Thienit 6.A
describes more generally how we select and terminat
Investment Products from this program. If Sub-Mgara have
more than one strategy, we may include only somé¢hose
strategies in the program described in this broghomay carry
different strategies in different programs, andigasdlifferent
statuses to different strategies.

As indicated in Item 4.A above, notwithstanding thiryg to the
contrary provided in this brochure, neither MSSB, affiliate,
nor any third party retained by MSSB or an affdiatvill
evaluate, or perform due diligence on, any MSSBestment
Products.

Our Consulting Group Investment Advisor Researgbadenent
(“CG IAR") evaluates Investment Products other tHd8SB
Investment Products. CG IAR may delegate somdl af ds
functions to an affiliate or third party. Excepbrf MSSB
Investment Products, Investment Products may oahjigipate
in the Select UMA program if they are on CG IAR'scls List
or Approved List discussed below. The Focus Lisid a
Approved List are at
www.morganstanleyindividual.com/accountoptions/ntgthno
ney/manager/default.asp (or you can ask your FiahAclvisor
for these lists). Only some of the Investment Potslumay be
available, in the Select UMA program.

As well as requiring Investment Products to betenFocus List
or Approved List, we look at other factors in det@ring which
Investment Products we offer in the Select UMA paoyg,
including:

e program needs (such as whether we have a sufficignber
of Investment Products available in an asset class)

+ client demand and



» the Sub-Manager’s or Fund’s minimum account size.

We automatically terminate Investment Productshia Select
UMA program if CG IAR downgrades them to “Not Appea.”
We may terminate Investment Products from this g for
other reasons (e.g., the Investment Product hasvadvel of

assets under management in the program, the Ingastm

Product has limited capacity for further investmeat the
Investment Product is not complying with our paddicand
procedures).

Focus List.
Products provide CG IAR with relevant documentatamthe
strategy being evaluated, which may include samppléfolios,
asset allocation histories, its Form ADV (the forthat
investment managers use to register with the SH@)t
performance information and marketing literature.or F
verification purposes, as part of the review predg& IAR may
compare the Sub-Manager’'s/Fund’s reported perfocenamith
the performance of a cross-section of actual adsocedculated
by CG IAR. CG IAR personnel may also interview t8ab-
Manager or Fund and its key personnel, and exantse
operations. Following this review process, Investtriéroducts
are placed on the Focus List if they meet the regustandards
for Focus List status.

CG IAR periodically reviews Investment Productstha Focus
List. CG IAR considers a broad range of factorfi¢lv may
include investment performance, staffing, operatiossues and
financial condition). Among other things, CG IAR rpennel
interview each Sub-Manager or Fund periodicallydiecuss
these matters. If CG IAR is familiar with a Sub-hdaer or
Fund following repeated reviews, CG IAR is likely focus on
guantitative analysis and interviews and not reguir-person
meetings. CG IAR may also review the collectivefgenance

of a composite of the MSSB accounts managed by & Su
Manager/Fund and compare this performance to dver

performance data provided by the Sub-Manager/Fand,then
investigate any material deviations.

To be considered for the Focus List, Investmen

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 determihat an
Investment Product no longer meets the criteriatifier Focus
List or will no longer be reviewed under the Fodtust review
process, but meets the criteria for the Approvest.Lif so,
MSSB generally notifies program clients regardingts status
changes on a quarterly basis.

Changes in Status to Not Approve€G IAR may determine
that an Investment Product no longer meets ther@itunder
kither evaluation process and therefore the InvestrRProduct
will no longer be recommended in MSSB investmentisaty

programs. We notify affected clients of these donadgs. You
cannot retain a downgraded Sub-Manager or Fundun $elect
UMA account and must select a replacement fromAihyeroved

List or Focus List, that is available in the pragtaf you wish to

retain the program’s benefits in respect of the@#d assets.

In some circumstances, you may be able to retaiminated
Investment Products in another advisory programirora
brokerage account subject to the regular terms camdlitions
applying to that program or account. Ask your Ficial
Advisor about these options.

In the Select UMA program, MSSB generally specifigas
replacement Investment Product for a terminatededtment
Product (as discussed in Item 4.A above). In selgcthe
replacement Investment Product, CG IAR generalbk$ofor an
Investment Product in the same asset class, arid sirtilar
attributes and holdings to the terminated Investr@mduct.
The replacement Investment Product will typically bn the
Focus List.

Watch Policy. CG IAR has a “Watch” policy for Investment
Products on the Focus List and Approved List. Wadtditus
'Hndicates that, in reviewing an Investment Prod@e3, IAR has

4dentified specific areas of the Sub-Manager’'s aunds

business that (a) merit further evaluation by CGRland (b)
may, but are not certain to, result in the Investm@roduct

Approved List.The process for considering Investment Productdecoming “Not Approved.” Putting an Investment Rroidon

for the Approved List is less comprehensive, andleates
various qualitative and quantitative factors. Thesy include
personnel depth, turnover and experience; invedtipestess;
business and organization characteristics; and stment
performance. CG IAR may use an algorithm — a rblesed
scoring mechanism — that reviews various qualiéatiand
guantitative factors and ranks each Investmentiiod a third
party database. (Not all Investment Products restefor the
Approved List are subject to this algorithm.) CARI analysts
analyze the information contained in the algoritttngauge the
completeness and consistency of the data whichedthe
rankings, and then send the Sub-Manager or Fundiaua
information requests. CG IAR then determines whettiee
Investment Product meets the standards for Approlist
status. Furthermore, CG IAR may evaluate an Imrest
Product under the evaluation process for the Fa@isut then
decide to instead put it on the Approved List.

CG IAR periodically evaluates Investment Products the
Approved List to determine whether they continuenteet the
Approved List standards.
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Watch does not signify an actual change in CG |4dion nor
is it a guarantee that CG IAR will downgrade thedstment
Product. The duration of a Watch status dependbhamn long
CG IAR needs to evaluate the Investment Productfandhe
Investment Product to address any areas of condeon.
additional information, ask your Financial Advidor a copy of
CG IAR’s Watch Policy.

Tactical Opportunities List. CG IAR also has a Tactical
Opportunities List.  This consists of certain Invesnt
Products on the Focus List or Approved List recomadesl for
investment at a given time based in part on thestiag tactical
opportunities in the market.

Other Relationships with Sub-Managers and FundsSome
Sub-Managers and Funds on the Approved List or $dgst
may have business relationships with us or outia#s. For
example, a Sub-Manager or Fund may use MS&Co. Gitia
affiliate as its broker or may be an investmentKian client of
MS&Co. or a Citi affiliate. CG IAR does not considéhe
existence nor lack of a business relationship iterdening
whether to include or maintain a Sub-Manager ord~an the
Approved List or Focus List.



Calculating Sub-Managers’ and Funds’ Performance

Sub-Managers’ Performance. In the Select UMA program,
we generally present 10 years of a Sub-Manager®mmeance
history in reports available to clients. This penfiance history
is based on the Sub-Manager’s performance in eitinerMS
Channel
Fiduciary Services program. We calculate this penfnce

Fiduciary Services program or the SB Channdgnanagers

incurred for these events. These investment masaer Sub-
Managers and/or act as investment managers (orthier o
capacities) for Funds. On request, your Finanadlisor can

provide you with a schedule of these payments.

While we provide sponsorship opportunities to ald@stment
in our investment advisory programs, icerta
investment managers (referred to as “Global Pastheledicate

using both asset-weighted and equal-weighted mpnthisignificant financial and staffing resources tostheactivities.

performance returns for the investment manager ositgdata.

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

If we do not have a performance track record foyéérs based
on our own program data, we generally show perfoceadata
supplied by the Sub-Manager for earlier periody®o can see
10 years of performance. In this case, the Subaden
determines the standards used to calculate thés dat

Mutual Fund and ETF Performance. For mutual fund and
ETF Investment Products, we utilize the publishedgrmance
for those Funds.

B.

Conflicts of Interest — MSSB or Financial Advisor
Acting as Portfolio Manager

Conflicts of Interest

If the Select UMA client has elected Firm Discratiomr
Financial Advisor Discretion, the Financial Advis@r MSSB)
acts as the portfolio manager as described aba¥dhe client
has elected Financial Advisor Discretion, the MS%Be
includes an additional charge for Financial Advidcretionary
services of 25% of MSSB’s basic advisory fee. MS&RI
your Financial Advisor are likely to earn more cangpation if
you invest in the program described in this broehiman if you
open a brokerage account to buy individual seegrifalthough,
in a brokerage account, you would not receivetallienefits of
the program described in this brochure). FinangidVisors
and MSSB therefore have a financial incentive toonemend
the program described in this brochure, and to mecend
Financial Advisor Discretion. We address this dohfof
interest by disclosing it to you and by requiringndncial
Advisors’ supervisors to review your account atcagt-opening
to ensure that it is suitable for you in light ohtters such as
your investment objectives and financial circumestam

Other Conflicts of Interest

As well as the conflicts of interest arising frorauy Financial
Advisor acting as portfolio manager, MSSB has vasi@ther
conflicts of interests relating to the program désd in this
brochure.

Payments from Investment Managers. Investment managers
participating in MSSB-sponsored internal trainimgl @ducation
conferences and meetings may make payments toprothé
benefit of, MSSB or its Financial Advisors to offskhe expenses
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Global Partners may receive additional opportusiti@ sponsor
MSSB events and promote their strategies and Fuids
Financial Advisors and clients. This could lead &ficial
Advisors to focus on strategies and Funds offeredus Global

We compare the monthly,ners when recommending products to clientsaasbf those

from other investment managers that do not cominitilar
resources to educational, marketing and other ptiome
efforts. MSSB selects investment managers to bebdbl
Partners based on quantitative and qualitativeréait

Investment managers may also sponsor their ownatidual
conferences and pay expenses of Financial Adviatiending
these events. MSSB'’s policies require that thenimngi or
educational portion of these conferences compgsbstantially
all of the event. Investment managers may spondocational
meetings or seminars in which clients as well asaf¢ial
Advisors are invited to participate.

Investment managers are allowed to occasionallg giominal

gifts to Financial Advisors, and to occasionallyteztain

Financial Advisors, subject to a limit of $1,000 penployee per
year. MSSB'’s non-cash compensation policies seditions for

each of these types of payments, and do not pamgitgifts 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
investment managers pay or provide to MSSB or qadf

Financial Advisors.

We address conflicts of interest by ensuring tht payments
described in this “Payments from Investment Mansigsection
do not relate to any particular transactions oestment made
by MSSB clients with investment managers. Investme
managers participating in the program describetii;mbrochure
are not required to make any of these types of paysn The
payments described in this section comply with FANRiles
relating to such activities.

Payments from Mutual Funds. The only Mutual Funds
offered in the program described in this brochuwthdr than
Money Market Funds) are those that have agreedyoup the
types of payments described above in Item 4.C. h&e a
conflict of interest in offering Mutual Funds besauwe or our
affiliates earn more money in your account from ryou
investments in Mutual Funds than from other investm
options. However, we do not share this money witiur
Financial Advisor (i.e. the compensation we pay ytour
Financial Advisor is not affected by the payments receive
from the Mutual Funds). Therefore, your Financhalvisor
does not have a resulting incentive to recommertabgrMutual
Funds in your account, or to recommend or buy oeiutual
Funds rather than other Mutual Funds.

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



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

Trading or Issuing Securities in, or Linked to Sedgties in,
Client Accounts.MSSB, MS&Co., CGM and their affiliates
may provide bids and offers, and may act as praiciparket
maker, in respect of the same securities heldienthccounts.
MSSB, the investment managers in its programs, M&&C
CGM and their affiliates and employees may holdasitpn
(long or short) in the same securities held inntliaccounts.
MSSB, MS&Co., CGM and/or their affiliates are reguissuers
of traded financial instruments linked to secusittbat may be
purchased in client accounts. From time to tirhe,ttading of
MSSB, a Sub-Manager or their affiliates — both fbeir
proprietary accounts and for client accounts — mmag
detrimental to securities held by a client and tlumeate a
conflict of interest. We address this conflict digclosing it to
you.

MSSB, the investment managers and their affiliatesy also
develop analyses and/or evaluations of securit@d m the
program described in this brochure, as well as bog sell
interests in securities on behalf of their propnigtor client
accounts. These analyses, evaluations and purcrasesale
activities are proprietary and confidential, and 3BSwill not
disclose them to clients. MSSB may not be ablectpia respect
of clients’ account, on any such information, asaly or
evaluations.

MSSB, investment managers and their affiliates
obligated to effect any transaction that they helievould
violate federal or state law, or the regulationsny regulatory
or self-regulatory body.

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

Trade Allocations.MSSB or an Executing Sub-Manager maythe objectivity of their research reports.

aggregate the securities to buy or sell for moam thne client to
obtain favorable execution to the extent permitted law.
MSSB or the Executing Sub-Manager is then resptanditr
allocating the trade in a manner that is equitad consistent
with its fiduciary duty to its clients (which couidclude,e.g,
pro rata allocation, random allocation or rotatialtocation).
For block trade orders executed by MSSB or CGM,pttiee to
each client is the average price for the aggregater. MSSB
performs these trade allocation functions as phitsaduties as
Overlay Manager, as described in Item 4.A above.

Services Provided to Other Client84SSB, MS&Co., CGM,
investment managers and their affiliates provideasdety of
services (including research, brokerage, asset geament,
trading, lending and investment banking servicesgfch other,
for various clients (including issuers of secustidnat may be
recommended for purchase or sale by clients orotlrerwise
held in client accounts), and for investment mamage the
program described in this brochure. MSSB,
managers, MS&Co., CGM and their affiliates
compensation and fees in connection with thesdcgrvMSSB
believes that the nature and range of clients taclwisuch
services are rendered is such that it would bevisablle to
exclude categorically all of these companies framaacount.
Accordingly, it is likely that securities in an axmt will include

Certain Trading Systemdf MSSB directly or indirectly effects
client trades through exchanges, electronic comaoatioin
networks or other alternative trading systems (tiimg
Systems”) in which its affiliates have an ownersiiperest,
these affiliates may receive an indirect econongndfit based
on their ownership interest. Currently, affiliate§ MSSB
(including affiliates of MS&Co. and Citi) own ovéi% of the
voting securities of certain Trading Systems, idolg BATS
Trading, Inc., operator of BATS Electronic Tradihgtwork
(commonly known as “BATS"); the entities that owmdacontrol
the Block Interest Discovery System (commonly knoas
“BIDS”); LavaFlow Inc.; EBX Group, LLC; ELX Futures
Holdings, LLC; ELX Futures, LP; TheMuniCenter; Autated
Trading Desk Financial Services LLC; Automated TmgdDesk
Brokerage Services LLC; Boston Options ExchangeC.LEX
Alliance Inc.; and National Securities ExchangehédtTrading
Systems on which MSSB may execute trades for clieabunts

investmeninclude Archipelago; eSpeed; Instinet; NYFIX; Tra&iCN;
receiveBondDesk; ValuBond;

NYSE Euronext; TradeWeb; and
MarketAxe. The Trading Systems on which MSSB traftgs
Client accounts and in which affiliates of MSSB owmterests
may change from time to time. You may contact yemancial
Advisor for an up-to-date list of Trading Systenms which
affiliates of MSSB own interests and on which MS&Bd/or

some of the securities of companies for which MSSBMS&Co. trades for client accounts.

investment managers, MS&Co., CGM and their affigat
perform investment banking or other services.

Restrictions on Securities Transaction$here may be periods
during which MSSB or investment managers are nomnjied
to initiate or recommend certain types of transadiin the
securities of issuers for which MS&Co., Citi or oné their
affiliates is performing broker-dealer or investrhdranking
services or have confidential or material non-pubiformation.
Furthermore, in certain investment advisory progaiMSSB
may be compelled to forgo trading in, or providiagvice
regarding, Morgan Stanley Parent or Citi securjtiead in
certain related securities. These restrictions naalyersely
impact your account performance.
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Certain Trading Systems offer cash credits for mrdthat
provide liquidity to their books and charge expliéées for
orders that extract liquidity from their books. Fraéime to time,
the amount of credits that MSSB, MS&Co. and/or CGM
receives from one or more Trading System may exdbed
amount that is charged. Under these limited circantes, such
payments would constitute payment for order flow.

Certain Trading Systems through which MSSB, MS&@&uad/or
CGM may directly or indirectly effect client tradesxecute
transactions on a “blind” basis, so that a partyattransaction
does not know the identity of the counterpartyh® transaction.
It is possible that an order for a client accouat tis executed
through such a Trading System could be automaticalitched
with a counterparty that is (i) another investmadtisory or



brokerage client of MSSB or one of its affiliates(ij) MSSB or
one of its affiliates acting for its own proprietaccounts.

Transaction-Related Agreements with MS&Co., Citi
Affiliates. In connection with creating the joint venture,taer
agreements were entered into between or involvangesor all
of MSSB, MS&Co, Citi, CGM and their affiliates, ilucling the
following:

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

éGn

MSSB or an affiliate as the Sub-Manager, MSSB will
compensate the Financial Advisors for doing so. coidingly,
any such Financial Advisor who provides Model Raitis will
receive more aggregate compensation when he odaée so.
The Financial Advisor receiving this additional qmemsation
may be your Financial Advisor (who may be acting ths
Discretionary FA). The selection of MSSB or ariliffe as a
Sub-Manager or of a MSSB affiliated Fund may alsonfore

Clearing. An agreement providing that, subject to bestcostly to your account than other options in thenesaAsset

Class. In addition, some Investment Products thata#filiated
with MSSB may charge higher fees than other afélia
Investment Products in the same Asset Class other Asset
Classes. Thus, MSSB and our Financial Advisors have

CGM. (As of the date of this brochure, MSSB is theconflict of interest when identifying (or selectind you have

clearing broker for most of the MS Channel’'s investt
advisory programs, and for Converted Accounts.

selected Firm Discretion or FA Discretion) InvestinBroducts.

N®8& Similarly, if a Sub-Manager or a Fund is not affied with us

is the clearing broker for some MS Channel clientsput we have an ownership share in the Sub-Manager the
typically those with accounts administered by thes M Fund’s manager, we and our Financial Advisors rewenflict

Channel's Private Wealth Management division.
the clearing broker for SB Channel clients.)

MSSB will transmit an agreed percentage of cliertecs
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.

c@M of interest in identifying that Sub-Manager or Fundhe Client

because, as an owner of the Sub-Manager or the ’'$-und
manager, we benefit from its profits.

Order Flow. An agreement that, subject to best execution,

Nonpublic Information. In the course of investment banking
or other activities, MSSB, the Investment Produats] each of
their respective affiliates and Agents may fromédino time
acquire confidential or material nonpublic inforiat that may
prevent them, for a period of time, from purchasorgselling

Distribution. An agreement that, in return for the paymentpayticular securities for the account. You acknalge and agree

of certain fees and expenses, MSSB will market anghat MSSB, the Investment Products, and each af thepective

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 tior its
investment advisory clients.

Investment ResearchAn agreement that MS&Co. and

CGM (or their applicable affiliates) will supplyvastment

research prepared by their respective researchpgrom
MSSB for its use. It is possible that MS&Co.’s rasd
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

affiliates and Agents will not be free to divulge to act upon
this information with respect to their advisory brokerage
activities, including their activities with regatd the account.
This may adversely impact the investment perforraaoic the
account.

Benefits to Financial Advisors. Client understands that
Financial Advisors or employees of MSSB affiliateay receive
a financial benefit from any Overlay Manager or Sddnager
in the form of compensation for trade executions fbe
accounts of Overlay Manager or Sub-Manager or ausotnat
are managed by such Overlay Manager or Sub-Manager,
through referrals of brokerage or investment adyiszcounts

or investment manager. This may, among other thinggo the Financial Advisor or employees of MSSB &ifés by
result in different investment decisions or recomd®ions  sych Overlay Manager or Sub-Manager. These Overlay
regarding the same issuer or investment managergbei Managers or Sub-Managers may include an Overlayalgenor

made for or given to MSSB investment advisory ¢ken

Sub-Manager recommended to clients by the Finardaisor

Affiliated Investment Products. Certain of the Investment ©OF émployees of MSSB affiliates in any of the Cdtisg Group

Products in the Select UMA program are affiliatethvMSSB.
As to each Asset Class, there may be affiliated wraffiliated
Investment Products available for selection;
Investment Products affiliated with MSSB (excep¢ tMoney
Market Fund) will not be available to ERISA/IRA pk
Although some Investment Products may be availablmore
than one MSSB program, each program may offer nvest
Products and other features that are not availald¢her MSSB
programs. You understand that MSSB and our afdiatvill
receive more aggregate compensation when you (dBBH
you have selected Firm Discretion or Financial Advi
Discretion) select an Investment Product that faiafd with
MSSB than if you (or MSSB) select an InvestmentdRot that
is not affiliated with MSSB. If Financial Advisorgrovide
Model Portfolios that MSSB uses when you (or MSSBlect
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programs.

Other Investment Products Available.Client understands that

howeve Overlay Managers or Sub-Managers may offer to thblip

other investment products such as mutual funds withilar
investment styles and holdings as those investrpeoducts
offered through the Consulting Group programs. hSuc
products may be offered at differing fees and dcbaripat may
be higher or lower than the fees imposed by MSSHBeura
Consulting Group program. Furthermore, Client ustinds
that a separate account Investment Product andtaahiund
Investment Product may utilize the same investmmeahager
and investment strategy, but involve different mmam
investment amounts and fees. Fees for a sepacaBura
Investment Product may be lower than for a simitatual fund
Investment Product. Even where Client has ele€&iedncial



Advisor Discretion, Client’s Portfolio may inclugemutual fund
Investment Product even where a similar but lovest separate
account Investment Product is available, and MSSB net
necessarily change to the separate account InvestPneduct if
Client's assets increase to above the minimum invest
amount for the separate account Investment Prod@lients
should discuss all investment options with theimaficial
Advisor or other MSSB affiliated contact.

Compensation to Citi Affiliate. Citi is a part owner of MSSB.
Global Transaction Services, a business unit of, @Gceives
compensation for providing administrative and baafice

services to investment management firms, mutuatisuand
hedge funds (collectively “Investment Managementmir).

These
Managers, including Executing Sub-Managers, as waglithe
managers of Funds in the Select UMA program.

Investment Management Firms may include Su

MSSB does not act as portfolio manager in any @nogrwhich
are not wrap fee programs but are otherwise sintitathe
program described in this brochure. MSSB recettiesentire
MSSB Fee and Overlay Manager fee in the prograroritesi in
this brochure. As explained in Item 4.A above, tBab-
Manager fees are separate from (and in additionh®)MSSB
Fee. MSSB does not retain any portion of the Samdger
fees, unless MSSB or an affiliate is the Sub-Manage

Performance-Based Fees

The Select UMA program does not charge performdrased
fees.

Methods of Analysis and Investment Strategies

t1financial Advisors in the program described in thiechure

may use any investment strategy when providing stment
advice to you. Financial Advisors may use assktcafion

Block Trades. Overlay Manager or Executing Sub-Managerrecommendations of the Morgan Stanley Smith BaiGébal

may direct some block trades to MSSB for executiwwhijch
blocks may include trades for other clients of MS&id/or
Overlay Manager or Executing Sub-Manager. AlthoMSB
executes these block trades at no commission, M8&Bobtain
a benefit from executing these block trades, assaltr of the
increased trading volume attributable to theseksoc

C. MSSB and Financial Advisors acting as
Portfolio Managers

Description of Advisory Services

If the Select UMA client has elected Financial Asbri
Discretion, MSSB, acting primarily through the Distionary
FA, acts as the portfolio manager as describedtem 14.A
above. Similarly, if the Select UMA client has @kd Firm
Discretion, MSSB acts as the portfolio manager escdbed in

Investment Committee as a resource but, if so,ethierno
guarantee that any strategy will in fact mirror toack these
recommendations. Investing in securities involkisk of loss
that you should be prepared to bear.

Policies and Procedures Relating to Voting Client
Securities

Electing Who Votes Proxies. In MS Channel accounts and
Converted Accounts, clients who do not elect toevptoxies
themselves direct the Sub-Managers to vote theigsox If
MSSB is the Sub-Manager, in voting proxies cliedigect
MSSB to follow all recommendations of ISS (the “Brd/oting
Service”), a third party provider of corporate gmance
services. If the Proxy Voting Service does not ehaa
recommendation for any proxy vote, clients dire&3B to vote
that proxy in proportion to the votes of the othetders of the

Item 4.A above. See Item 4.A above for a description of thesecurity for which the proxy vote is requested.

services offered in the program described in tméchure.

Tailoring Services for Individual Clients

With the assistance of your Financial Advisor, yoay select a
particular investment strategy for your account.ou¥Ynay also
place reasonable restrictions on the investmeny®im account
(as discussed above in Iltem 4.A).

Unless you have elected Financial Advisor Discretiw Firm
Discretion in the Select UMA program, MSSB does have
discretion to select securities or investment 8gias for you in
the Select UMA program. Therefore (unless you heleeted
Financial Advisor Discretion or Firm Discretion)pty will select
the Sub-Managers and Strategy(ies) for your accaeuitft the
assistance of your Financial Advisor.

MSSB tailors its advisory services to individualeats in the
Select UMA program by advising the clients as tprapriate
Sub-Managers or other Investment Products (or énddise of
Firm Discretion or Financial Advisor Discretion)glscting
appropriate Sub-Managers or other Investment PteduSee
Item 4.A above, for more information.

Wrap Fee Programs

MSSB acts as both the wrap fee program sponsor(ianthe
case of Financial Advisor Discretion or Firm Didtwa) the
portfolio manager in the program described in thischure.
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In SB Channel Select UMA accounts, clients who dbetect to
vote proxies themselves direct Overlay Manager dte \the
proxies in accordance with the recommendationshefRroxy
Voting Service.

Unless you authorize the Sub-Managers or us topatees, we
will forward to you any proxy materials that we eae for
securities in your account. Unless we vote profdes/ou, we
cannot advise you on particular proxy solicitationdf the
Overlay Manager or the Sub-Managers vote proxiegda, you
cannot instruct them on how to cast any particutde.

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

MSSB’s Proxy Voting Policies and Procedureslf you have
delegated proxy voting authority to Overlay Managas
provided above, you may obtain information as tw l@verlay
Manager voted proxies for your account during thierpannual
period, from your Financial Advisor. You may alsbtain a
copy of MSSB'’s relevant proxy voting policies anehgedures
(including a copy of the Proxy Voting Service's iggl
guidelines and vote recommendations in effect friomme to
time), from your Financial Advisor.

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



Item 7: Client Information Provided to
Portfolio Managers

If the Select UMA client has elected Financial Asbai
Discretion, the Financial Advisor acts as the midf manager
as described above. The Financial Advisor hassacte the
information you provide at and subsequent to actopening
(the “Client Information”), including informatioregarding your
investment objectives, financial information, riskerance and
any reasonable restrictions you may impose on neneagt of
your account. This includes information in theenli profile
and investment questionnaire you complete (or \Einancial
Advisor completes for you) as part of the accouperong
process.

If a Sub-Manager that is not an Executing Sub-Mana@
“Non-Executing Sub-Manager”) is providing a Modedrfolio

for your Select UMA account, the Non-Executing Svanager
would be acting as a portfolio manager, as desdribeltem
4.A. above. In this event, MSSB will, when reqeesby the .
Non-Executing Sub-Manager, furnish the Non-ExequtBub-
Manager with the Client Information relating toeslts whose
accounts are managed by the Non-Executing Sub-Msmnag
(“Sub-Manager Clients”). In addition, monthly anghen
requested by a Non-Executing Sub-Manager, MSSB will
provide the Non-Executing Sub-Manager with a regbdwing
some or all of the following information for eachilEManager
Client: client name; Financial Advisor and accoumtmber;
dollar amount managed by the Non-Executing Sub-dana
whether or not the account is an ERISA/IRA accouanp
whether the account originated with MSSB or CGM. ost
Non-Executing Sub-Managers are equity Sub-Managers.

An Executing Sub-Manager would be acting as a plotf
manager, as described in Iltem 4.A. above. Indbhént, MSSB
will provide the Client Information to the ExecujinSub-
Manager at the time the account is opened and wberthange
to a different asset allocation investment ModelMost
Executing Sub-Managers are fixed income Sub-Masager

Item 8: Client Contact with Portfolio
Managers

In the program described in this brochure, you i@ytact your
Financial Advisor at any time during normal busmbsurs.

MSSB will generally conduct all communication wittients,
except that clients may be referred to Sub-Manafgersomplex
and non-routine questions or communications. .

MSSB will use reasonable efforts to encourage eScb-
Manager to be reasonably available to you and yoancial
Advisor for joint consultation regarding the managat of your
account and your financial situation and investnodjectives.

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
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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 underwritérat
payments made to other broker-dealers for publghin
research reports were disclosed by the issuetseimffering
documents and the other broker-dealers in theieareh
reports, and failing to supervise properly its ezsh
analysts, including with respect to the ratingscepttargets
and content of the reports of senior research atwly
Without admitting or denying the substantive allewss in
the complaint, on October 31, 2003, MS&Co. conserite
the entry of a final judgment that enjoined MS&Gmm
violating the Conduct Rules and required it to make
payments of $50 million for past conduct and altecf75
million to fund independent research. In additiM5&Co.
agreed to a number of structural changes to theatipes of
its equity research and investment banking operatio
Concurrently, MS&Co. also entered into a settlemeith
the NYSE, the NASD and the Attorney General of State
of New York with respect to the same conduct spextifn
the complaint. MS&Co. is also in the process oflizing
settlements with the other state and 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 el and
state securities laws and regulations, and ceN&8D and
NYSE rules, by SSB arising out of certain busingsstices
concerning sell-side research during 1999 to 2aad,initial
public offerings (“IPOs”) during 1996 to 2000. Thetions
alleged, among other things, that SSB publisheddinkent
research reports, permitted inappropriate influeriog
investment bankers over research analysts, anddfdib
adequately supervise the employees who engagelose t
practices. It was also alleged that SSB engagenhimoper
“spinning” of shares to executives of investmennkiag



clients and failed to maintain policies and progedu
reasonably designed to prevent the potential misofse
material non-public information in certain 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 executivécefs or
directors of U.S. public companies; and (6) a payma
$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 bade
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 desist;an
undertaking to distribute, for the benefit of certaustomers,
$50 million dollars, consisting of disgorgement lu
prejudgment interest in the amount of $25 milliord ivil
penalty of $25 million. MSDW also made certain athe
undertakings including (1) preparing and distribgtcertain
disclosures and a mutual fund bill of rights; (Brmitting
certain class B shares to be converted to cladsafes; and
(3) retaining an independent consultant to reviemong
other things, the completeness of the disclosured a
conformity with other aspects of the order.

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

In January 2005, the SEC filed a complaint in fatleourt
alleging that, during 1999 and 2000, MS&Co. viothte
Regulation M by attempting to induce certain custcsmwho
received allocations of IPOs to place purchase rerder
additional shares in the aftermarket. The SEC didatiege
fraud or impact on the market. On January 25, 2005,
MS&Co. agreed to the entry of a judgment enjoining
MS&Co. from future violations and the payment of40
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million civil penalty. The settlement terms recalveourt
approval on February 4, 2005.

In March 2005, the SEC entered an administrativke Ggase
and desist order against CGM for two disclosurkufas by
CGM in offering and selling mutual fund shares.sHjr,
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 sharesnounts
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 amauwrgsted
and the intended holding period. The SEC order weqds
CGM, required CGM to cease and desist from future
violations of the applicable provisions, and reqdiiCGM to
pay a $20 million penalty.

In March 2005, the NASD censured and fined CGM with
respect to CGM’s offer and sale of Class B and £las
mutual fund shares during 2002 and the first sixte 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 recommendatianslients
to purchase Class B and Class C shares, the diffesein
share classes and that an equal investment in Blatsires
generally would have been more advantageous for
clients. The NASD also found that CGM’s supervisand
compliance policies and procedures regarding Ckasnd
Class C shares had not been reasonably designedstwe
that SB Financial Consultants consistently providddquate
disclosure of, or consideration to, the benefitshaf various
mutual fund share classes as they applied to icdéali
clients. The NASD censured CGM and required CGayp
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 trarsagent for
the Smith Barney family of mutual funds (“Smith Bay
Funds”). SBFM was an affiliate of CGM during the
applicable period.

The SEC order found that SBFM and CGM wiillfully \ated
section 206(1) of the Investment Advisers Act o0f4Q9
(“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 psimygpa
new transfer agent arrangement with an affiliatehdfer
agent that: First Data Investors Services GroupirgtF
Data”), the Smith Barney Funds’ then-existing tfanagent,
had offered to continue as transfer agent and dostime
work for substantially less money than before; @itijroup
Asset Management (“CAM”), the Citi business uniiatth
includes the Smith Barney Funds’ investment manager
other investment advisory companies, had enteredairside
letter with First Data under which CAM agreed to

the



recommend the appointment of First Data as sulsfiean
agent to the affiliated transfer agent in exchargmong
other things, for a guarantee by First Data of Higec
amounts of asset management and investment bafdéado
CAM and CGM. The order also found that SBFM and CGM
willfully violated section 206(2) of the AdviserscA by
virtue of the omissions discussed above and other
misrepresentations and omissions in the 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 proposeshgement
was in the Smith Barney Funds’ best interests &ad ho
viable alternatives existed. SBFM and CGM did rarné 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 m®npenalty of
$80 million. Approximately $24.4 million has alrgatieen
paid to the Smith Barney Funds, primarily througke f
waivers. The remaining $183.7 million, including eth
penalty, has been paid to the U.S. Treasury.

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

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

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

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

The SEC alleged that MS&Co. violated the Exchangebdy
inadvertently failing to timely produce emails thet SEC
staff pursuant to subpoenas in the SEC’s invesbiganto
MS&Co.’s practices in allocating shares of stockR®s and

an investigation into conflicts of interest betwdd8&Co.’s
research and investment banking practices. Without
admitting or denying the allegations, MS&Co. cortedrto a
final judgment on May 12, 2006 in which it was pamantly -
restrained and enjoined from violating the Exchamrgs.
MS&Co. agreed to make payments aggregating $15omill
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which amount was reduced by $5 million contempovassy
paid by MS&Co. to the NASD and the NYSE in related
proceedings. MS&Co. also agreed to notify the SHe,
NASD and the NYSE that it has adopted and implestnt
policies and procedures reasonably designed to rensu
compliance with the Exchange Act. MS&Co. also adree
provide annual training to its employees respossifdr
preserving or producing electronic communicationsd a
agreed to retain an independent consultant to wewad
comment on the implementation and effectivenesgshef
policies, procedures and training.

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

On August 21, 2006, MS&Co. and MSDW entered into a
LAWC relating various finds that, at various timestween
July 1999 and 2005, MS&Co. violated a number of NDAS
and SEC rules. The violations related to areasidtict trade
reporting through the Nasdaq Market Center (forynerl
Automated Confirmation Transaction Service (ACT))ade
Reporting and Compliance Engine (TRACE) and Order
Audit Trail System (OATS); market making activies
trading practices; short sales; and large optioasitipns
reports. The NASD also found that, at various tirdasng
December 2002 and May 2005, MSDW violated NASDsule
and Municipal Securities Rulemaking Board (“MSRBUl)es
related to areas including trade reporting throadgbACE,
short sales, and OATS. The NASD further found that,
certain cases, MS&Co. and MSDW violated NASD Rule
3010 because their supervisory systems did not igeov
supervision reasonably designed to achieve congdiavith
securities laws, regulations and/or rules.

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

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

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



best execution under the Exchange Act. In particulae
SEC found that, during the period of October 240120
through December 8, 2004, MS&Co.’s proprietary reark
making system failed to provide best execution éotain
retail OTC orders. In December 2004, MS&Co. remotrex
computer code in the proprietary market-makingesysthat
caused the best execution violations. MS&Co. coteskn
without admitting or denying the findings, to a sere, to
cease and desist from committing or causing future
violations, to pay disgorgement of approximately.9$5
million plus prejudgment interest on that amounmij 0 pay
a civil penalty of $1.5 million. MS&Co. also conged to
retain an Independent Compliance Consultant toevevits
policies and procedures in connection with its ragrkaking
system’s order handling procedures and its conteliging
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 bkt
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 prtgui
and non-proprietary funds); (2) prevent the Finahci
Advisors from engaging in this conduct; and (3) malnd
keep adequate books and records. Without admitting
denying the findings, CGM agreed to (a) a censybg;
establishing a $35 million distribution fund forsdorgement
payments; (c) a penalty of $10 million (half to jmeid to the
NYSE and half to be paid to the distribution fun@) a
penalty of $5 million to be paid to the State ofvNéersey;
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 LAWID w
the Financial Industry Regulatory Authority (“FINRA
FINRA found that, from October 2001 through Mard@03,
MSDW provided inaccurate information to arbitration
claimants and regulators regarding the existencepref
September 11, 2001 emails, failed to provide sumhils in
response to discovery requests and regulatory riegyi
failed adequately to preserve books and recordsfailed to
establish and maintain systems and written proesdur
reasonably designed to preserve required records tan
ensure that it conducted adequate searches innespo
regulatory inquiries and discovery requests. FINRKO
found that MSDW failed to provide arbitration claints
with updates to a supervisory manual in discoveoynflate
1999 through the end of 2005. MS&Co. agreed, withou
admitting or denying these findings, to establish$@&5
million fund for the benefit of potentially affectearbitration
claimants. In addition, MS&Co. was censured ancedrto
pay a $3 million regulatory fine and to retain adeépendent
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 subjectnof a
Order Instituting Administrative and Cease-And-3ési
Proceedings (“October 2007 Order”) by the SEC. The
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October 2007 Order found that, from 2000 until 2005
MS&Co. and MSDW failed to provide to their retail
customers accurate and complete written trade reoafions
for certain fixed income securities in violation dhe
Exchange Act and MSRB rules. In addition, MS&Co.swa
ordered to cease and desist from committing oringusny
future violations, and was required to pay a $7.i8ian
penalty and to retain an independent consultantetgew
MS&Co.'s applicable policies and procedures. MS&Co.
consented to the issuance of the October 2007 Qvitleout
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 ripbét
mutual fund trades that were placed or amended #fte
close of trading to be priced at that day’s closimey asset
value. The December 2007 Order also found thatn 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 énddgd
customers in variable annuity sub-accounts. Without
admitting or denying the SEC'’s findings, MS&Co. een to

a censure, to cease and desist from future violataf the
applicable provisions, to pay a penalty of appratety
$11.9 million, to disgorge profits related to theading
activity (including prejudgment interest) of appirmately
$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 orderyesystems
did not check whether certain secondary market rites.
transactions complied with state registration regaents
known as Blue Sky laws. This resulted in the imgrogale
of securities that were not registered in 46 shat territorial
jurisdictions. MS&Co. and MSDW conducted an intdrna
investigation, repaired system errors, self-regbrtthe
problem to all affected states and the New Yorkckto
Exchange, identified transactions which were exagtuh
violation of the Blue Sky laws, and offered resitinsto
affected customers. MS&Co. settled the state regula
issues in a multi-state settlement with the 46 caéfg state
and territorial jurisdictions. Under the settlemelS&Co.
consented to a cease and desist order with, areddo pay
a total civil monetary penalty of $8.5 million te llivided
among, each of the 46 state and territorial jucisoins. The
first order was issued by Alabama on March 19, 2G0®i
orders are expected to be issued by subsequess stadr the
coming months.

On August 13, 2008, MS&Co. agreed on the generalgef
a settlement with the NYAG and the Office of thénbis
Secretary of State, Securities Department (“Il&ipi(on
behalf of a task force of the North American Seesi
Administrators Association (“NASAA")) with respetd the
sale of auction rate securities (“ARS”). MS&Co. een,
among other things, to repurchase at par approgign&#.5



billion of illiquid ARS held by certain clients d1S&Co.
which were purchased prior
Additionally, MS&Co. agreed to pay a total fine 685
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 seitlst 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 @p
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 November820
Judgment and that CGM comply with all of the undkirigs
and agreements in the Consent, which include ar tdfbuy
back at par certain ARS from certain customers. $BEE’s
complaint alleged that (1) CGM misled tens of ttands of
its customers regarding the fundamental naturendf risks
associated with ARS that CGM underwrote, marketed a
sold; (2) through its financial advisers, salesspanel and
marketing materials, CGM misrepresented to custertteat
ARS were safe, highly liquid investments comparatie
money market instruments; (3) as a result, nume@@M

customers invested in ARS funds they needed to hawe

available on a short-term basis; (4) in mid-Febyu2008,
CGM decided to stop supporting the auctions; andaéba
result of the failed auctions, tens of thousandsC&M
customers held approximately $45 billion of iliuARS,
instead of the liquid short-term investments CGMd ha
represented ARS to be. CGM reached substantiathjlasi
settlements with the NYAG and the Texas State StéEmr
Board (“TSSB”), although those settlements
administrative in nature and neither involved thied of a
civil action in state court. The settlements witie tNYAG
and the TSSB differed somewhat from the settlenvatti
the SEC in that the state settlements (a) madénfisdthat
CGM failed to preserve certain recordings of tetaphcalls
involving the ARS trading desk; and (b) required NCGo
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,
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to February 13, 2008.

of MSSB.
corporations whose shares are publicly held andettaon the

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 theusdes and
accounts recommended for the retirees were properly
reviewed for appropriate risk disclosure, suitépitind 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.

MSSB’s Form ADV Part 1 contains further informatiabout its

2008 disciplinary history, and is available on requesinf your

Financial Advisor
Other Financial Industry Activities and Affiliation s

Morgan Stanley Parent indirectly owns 51% of MSSB.
Morgan Stanley Parent is a financial holding conypander the
Bank Holding Company Act of 1956. Citi indirecthyvns 49%
Both Morgan Stanley Parent and Citi are

New York Stock Exchange.

oActivities of Morgan Stanley Parent and Citi. Morgan Stanley

Parent and Citi are both global firms engagingouigh their

various subsidiaries, in a wide range of financigrvices

including:

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

merchant banking and other principal investmerniviiets
brokerage and research services

asset management

trading of foreign exchange, commodities and stmect
financial products and

global custody, securities clearance services,saudrities
lending.

Broker-Dealer and FCM RegistrationsAs well as being a

were'egistered investment advisor, MSSB is registeree droker-

dealer and a futures commission merchant.

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

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

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

Certain regulatory requirements may limit MSSB’sligb
to execute transactions through alternative exesuti
services (e.g., electronic communication networksd a



crossing networks) owned by MSSB, MS&Co., Citi beit
affiliates.

These restrictions may adversely aoto

performance.

impact client

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

Related Investment Advisors and Other Service Pdevs.
MSSB has related persons that are the investmensead to
mutual funds in various
(including Morgan Stanley Investment
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, Morgan
Stanley Investment Management Inc. serve in varamissory,
management, and administrative capacities to opeén-and
closed-end investment companies and other porsfggome of
which are listed on the NYSE).

Morgan Stanley Distributors Inc. serves as distabtior these

open-end investment companies, and has enteredséhated

dealer agreements with MSSB and affiliates. Mor@anley

Distributors Inc. also may enter into selected eleagreements
with other dealers. Under these agreements,
affiliates, and other selected dealers, are conggeddor sale of
fund shares to clients on a brokerage basis, andhfareholder
servicing (including pursuant to plans of distribntadopted 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 fofrestment
companies advised by Morgan Stanley Investment gaigiinc.
and other affiliated investment advisers and magixe annual
per shareholder account fees from or with respe¢hém and
certain unaffiliated investment companies.

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

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

See Item 6.B above for a description of variousflmis of
interest.
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Code of Ethics

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

investment advisory proggam interests of MSSB'’s clients above their own and thmesver use
Management .,Inc knowledge of client transactions acquired in tharse of their

work to their own advantage. Supervisors are reguio use
reasonable supervision to detect and prevent aohations of
the Code by the individuals, branches and depatsrtaat 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, regesdlof
whether that Employee receives compensation fos thi
activity, must first obtain written authorizatiorofm his or
her supervisor. (Outside activities include serviag an
officer or director of a business organization on4profit
entity, and accepting compensation from any person
organization other than MSSB.)

MSSB an

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

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

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

« Certain Employees, because of their potential acteaon-
public information, must obtain prior written appad
before executing certain securities transactions tfeir
personal securities accounts. All Employees musb al
follow special procedures for investing in privaecurities
transactions.

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

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



See Item 6.B above, for a description of Confliétterest.
Reviewing Accounts

At account opening, your Financial Advisor and lois her
Branch Manager (or the Branch Manager's designeafiren
that the account and the investment strategy aiftabdel
investments for you.

Your Financial Advisor is then responsible for mwing your
account on an ongoing basis. If you have electddct UMA
Financial Advisor Discretion, your Financial Advismay (@)
select Sub-Managers or Investment Products for Iuchange
Sub-Managers or Investment Products and (c) (if lyave also
elected the “custom” version of the Model) defitne tModel
asset allocation and adjust the asset allocatiopdo.

In the Select UMA program, the Overlay Manager and
Consulting Group’s operations department conducsious
checks on a periodic basis (e.g. identifying andierging
accounts with a high cash balance, and inactivelats).

See Item 4.A above for a discussion of accounerseits and
periodic reviews provided for your account.

Client Referrals and Other Compensation

See “Payments from Investment Managers” and “Paysen
from Mutual Funds” in Item 6.B above.

Our Professional Alliance Group program allows aiert
unaffiliated third parties to refer clients to MSSBIf the client
invests in an investment advisory program, we pay third

party an ongoing referral fee (generally about 28%he portion
of the client fee that we would otherwise allocdte the

Financial Advisor). We may pay a fee greater es lhan 25%
depending on the facts and circumstances of th¢igakhip.

Financial Information

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

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

MSSB and its predecessors have not been the subjeat
bankruptcy petition during the past 10 years.
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Exhibit: Affiliated Money Market Funds Fee Disclos ure Statement
and Float Disclosure Statement
(APPLIES ONLY TO MS CHANNEL AND CONVERTED RETIREMEN T PLAN ACCOUNTS AND CESASs)

Sweep Vehicles in Retirement Accounts and CESAsS

Since the dates below (“Effective Dates”), thedualing “Retirement Plan Accounts” (IRAs, EBT, RPMda¥IP accounts)
and Coverdell Education Savings Accounts (“CESAwye generally been effecting temporary sweep actimns of new
uninvested cash balances into Deposit Accountbléstiad under the Bank Deposit Program:

e September 17, 20Gar “IRAs” (e.g., Traditional, Roth, Rollover, SEBAR-SEP, SIMPLE), and
* May 19, 2008or the remaining Retirement Plan Accounts (€8T, RPM and VIP accounts) and CESAs.

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

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

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

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

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

For Retirement Plan Accounts that swept into affid money market funds before the Effective Datescontinue to hold
cash amounts in these funds or that now selecbbtieese funds:

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

» any fees designated in the table as “Distributind 8ervice 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 mrajain as compensation, for providing services, dlseount’s
proportionate share of any interest earned on batdinces held by MSSB (or an affiliate) with regpecassets awaiting
investment including:

* new deposits to the account (including interestdiniiends) and

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

This interest is generally at the prevailing FetlEtads interest rate.

Generally, with respect to such assets awaitingdtment:

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

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

MSSB as an ERISA fiduciary

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

* The rate of Advisory Fee and Distribution and SssviFees (including 12b-1 fees) (whether in basiatp@r dollars)
may not be increased without first obtaining shaledr approval.

» Expenses designated as “Other Expenses” includexp#nses not otherwise disclosed in the tablewkat deducted
from each fund’s assets or charged to all shareh@dcounts in the stated fiscal year (and may gdhdrom year to
year).
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These fees and expenses may be paid to MSSB aalilittes 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 fufodssweep purposes may be appropriate for Retinéi@éans because
using professionally managed money market funasiallyou to access cash on an immediate basis, pulading a rate
of return on your cash positions pending investmaAatis typical of such arrangements, we use offiljaded money funds
for this purpose.

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

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

Total Annual Fund

Total Annual Operating Expenses

Distribution Fund After Fee Waivers
Advisory and Service Other Operating and/or Expense
Fund Fee Fees Expenses Expenses Reimbursements
Active Assets Money Trust 0.29% 0.10% 0.08% 0.47% .26%
Active Assets Government Securities
Trust 0.45% 0.10% 0.13% 0.68% 0.18%
Active Assets Institutional Government
Securities Trust 0.10% None 0.08% 0.18% 0.17%
Active Assets Institutional Money Trust  0.10% None 0.08% 0.18% N/A
Morgan Stanley Liquid Asset Fund Inc. 0.27% 0.10% .21 0.58% 0.25%
Morgan Stanley U.S. Government
Money Market Trust 0.44% 0.10% 0.16% 0.70% 0.21%
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