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MS SECURITIES SERVICES INC.
STATEMENT OF FINANCIAL CONDITION
June 30, 2010
(Unaudited)
(In thousands of dollars, except share data)

ASSETS
Cash
Cash deposited with clearing organization

Financial instruments owned, at fair value -
Corporate and other debt

Securities purchased under agreements to resell
Securities borrowed

Securities received as collateral, at fair value
Receivables from affiliates

Rebates receivable and other assets

Total assets

LIABILITIES AND STOCKHOLDER’S EQUITY
Securities loaned
Obligation to return securities received as cotldiet fair value
Payables to affiliates
Rebates payable and other liabilities
Total liabilities

Stockholder’s equity:
Common stock ($1 par value, 1,000 shares amdth issued
and outstanding)
Paid-in capital
Retained earnings
Total stockholder’s equity

Total liabilities and stockholder’s equity

See Notes to Statement of Financial Condition.
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$ 129

614

1,101
3,862,129
64,373,846
589,359
710

35,578

§ 68,863,466

§ 66,643,547
589,359
1,023,641

27,688

68,284,235

1
245,899
333,331

579,231

§ 68,863,466




MS SECURITIES SERVICES INC.
NOTES TO STATEMENT OF FINANCIAL CONDITION
June 30, 2010
(Unaudited)
(In thousands of dollars)

Note 1 - Introduction and Basis of Presentation

The Company

MS Securities Services Inc. (the “Company”) is aolshowned subsidiary of Morgan Stanley &

Co. Incorporated (the “Parent”), which is a whotlwned subsidiary of Morgan Stanley (the
“Ultimate Parent”). The Company is registered witle Securities and Exchange Commission
(“SEC”) as a broker-dealer and is primarily engagedhe borrowing and lending of equity

securities. In addition, the Company trades stete¢ municipal government securities on a
principal basis. The Company is considered a gueea subsidiary of the Parent under SEC
Rule 15c3-1 (the “Net Capital Rule”) and, accordingts excess net capital is used by the
Parent in determining the Parent’s compliance wighNet Capital Rule.

Basis of Financial Information

The statement of financial condition is preparedactordance with accounting principles
generally accepted in the U.S., which require tlenany to make estimates and assumptions
regarding the valuations of certain financial instents, and the outcome of litigation matters
and tax matters and other matters that affect thiereent of financial condition and related
disclosures. The Company believes that the estgnatilized in the preparation of the statement
of financial condition are prudent and reasonabietual results could differ materially from
these estimates.

Related Party Transactions

At June 30, 2010, the Company had securities b@doand securities loaned with affiliates of
$7,612,510 and $65,509,655, respectively. Rebagesivable and other assets and rebates
payable and other liabilities include securitiesrbwed rebates receivable and securities loaned
rebates payable with affiliates of $33,015 and $8,4espectively. Securities purchased under
agreements to resell are primarily funds loanedroght to the Parent on a collateralized basis
at prevailing market rates. Payables to affiliatelate primarily to income taxes paid by the
Ultimate Parent on behalf of the Company.

Note 2 - Summary of Significant Accounting Policies

Cash

The Company holds its cash on deposit with a féigaresured financial institution.



Cash Deposited With Clearing Organization

Cash deposited with clearing organization repreaseash deposited with the Options Clearing
Corporation.

Financial Instruments and Fair Value

Financial instruments owned, which consists ofestatd municipal government obligations, are

carried at fair value with changes in fair valueagnized in earnings each period. Securities
received as collateral and obligation to returruséies received as collateral are measured at fair
value. A description of the Company’s policies aeting fair value measurement and its

application to these financial instruments follows.

Financial Instruments Measured at Fair Value

All of the instruments within financial instrumentsvned are measured at fair value, either
through the fair value option election or as reedirby other accounting guidance. These
financial instruments primarily represent the Compa trading activities in state and municipal
government obligations. In addition, securitiesereed as collateral and obligation to return
securities received as collateral are measurediatvilue as required by other accounting
guidance.

Fair Value Measurement — Definition and Hierarchy

Fair value is defined as the price that would beeireed to sell an asset or paid to transfer a
liability (i.e., the “exit price”) in an orderly &nsaction between market participants at the
measurement date.

In determining fair value, the Company uses varigakiation approaches and establishes a
hierarchy for inputs used in measuring fair valhet tmaximizes the use of observable inputs and
minimizes the use of unobservable inputs by reggithat the most observable inputs be used
when available. Observable inputs are inputs thartket participants would use in pricing the

asset or liability developed based on market détaimed from sources independent of the
Company. Unobservable inputs are inputs that aetlee Company’s assumptions about the
assumptions other market participants would ug#icing the asset or liability developed based
on the best information available in the circumst The hierarchy is broken down into three
levels based on the observability of inputs aofed:

* Level 1 -- Valuations based on quoted pricesdtiva markets for identical assets or
liabilities that the Company has the ability to @eex. Valuation adjustments and block
discounts are not applied to Level 1 instrumerfiéce valuations are based on quoted
prices that are readily and regularly availableam active market, valuation of these
products does not entail a significant degree d@ent.

» Level 2 -- Valuations based on quoted prices arkats that are not active or for which
all significant inputs are observable, either diseor indirectly.

* Level 3 -- Valuations based on inputs that arelbservable and significant to the overall
fair value measurement.



The availability of observable inputs can vary frpnoduct to product and is affected by a wide
variety of factors, including, for example, the ¢ypf product, whether the product is new and
not yet established in the marketplace, the liguidi markets and other characteristics particular
to the transaction. To the extent that valuatiorbased on models or inputs that are less
observable or unobservable in the market, the whtetion of fair value requires more
judgment. Accordingly, the degree of judgment eisexd by the Company in determining fair
value is greatest for instruments categorized wel8.

The Company considers prices and inputs that arerduas of the measurement date, including
during periods of market dislocation. In periodsyarket dislocation, the observability of prices
and inputs may be reduced for many instrumentss ddndition could cause an instrument to be
reclassified from Level 1 to Level 2 or Level 2ltevel 3 (see Note 3). In addition, a downturn
in market conditions could lead to further declineghe valuation of many instruments.

In certain cases, the inputs used to measure &irevmay fall into different levels of the fair
value hierarchy. In such cases, for disclosure gagp the level in the fair value hierarchy within
which the fair value measurement in its entiretysfes determined based on the lowest level
input that is significant to the fair value measueat in its entirety.

Valuation Techniques

Many cash and OTC contracts have bid and ask ptfi@gscan be observed in the marketplace.
Bid prices reflect the highest price that a pastyilling to pay for an asset. Ask prices represent
the lowest price that a party is willing to accémt an asset. For financial instruments whose
inputs are based on bid-ask prices, the Companyg doe require that the fair value estimate
always be a predetermined point in the bid-ask @aanghe Company’s policy is to allow for
mid-market pricing and adjusting to the point witlhe bid-ask range that meets the Company’s
best estimate of fair value. For offsetting posiidn the same financial instrument, the same
price within the bid-ask spread is used to mealatle the long and short positions.

Fair value for many cash and OTC contracts is édrprimarily using pricing models. Pricing
models take into account the contract terms (inolpdnaturity) as well as multiple inputs,
including, where applicable, commodity prices, &gurices, interest rate yield curves, credit
curves, correlation, creditworthiness of the corpddy, option volatility and currency rates.
Where appropriate, valuation adjustments are madactount for various factors such as
liquidity risk (bid-ask adjustments), credit qugliand model uncertainty. Adjustments for
liquidity risk adjust model derived mid-market léveof Level 2 and Level 3 financial
instruments for the bid-mid or mid-ask spread resglito properly reflect the exit price of a risk
position. Bid-mid and mid-ask spreads are marketevels observed in trade activity, broker
guotes or other external third-party data. Wheesd¢hspreads are unobservable for the particular
position in question, spreads are derived from adde levels of similar positions. The
Company applies credit-related valuation adjustsémits short-term and long-term borrowings
(including structured notes and junior subordinadetientures) for which the fair value option
was elected and to OTC derivatives. The Compangiders the impact of changes in its own
credit spreads based upon observations of the Quoyigpsecondary bond market spreads when
measuring fair value for short-term and long-teronrbwings. For OTC derivatives, the impact
of changes in both the Company’s and the countsfpacredit standing is considered when
measuring fair value. In determining the expectegosure, the Company simulates the
distribution of the future exposure to a countenpathen applies market-based default
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probabilities to the future exposure, leveragintemal third-party credit default swap (“CDS”)
spread data. Where CDS spread data is unavailabla pecific counterparty, bond market
spreads, CDS spread data based on the countegpargdit rating or CDS spread data that
references a comparable counterparty may be wtiliZee Company also considers collateral
held and legally enforceable master netting agreést@at mitigate the Company’s exposure to
each counterparty. Adjustments for model unceryaamé taken for positions whose underlying
models are reliant on significant inputs that aeéher directly nor indirectly observable, hence
requiring reliance on established theoretical cpteén their derivation. These adjustments are
derived by making assessments of the possible eexreariability using statistical approaches
and market-based information where possible. Thegamy generally subjects all valuations
and models to a review process initially and omagalic basis thereafter.

Fair value is a market-based measure considerea tine perspective of a market participant

rather than an entity-specific measure. Therefewven when market assumptions are not readily
available, the Company’s own assumptions are set¢ftect those that the Company believes

market participants would use in pricing the assdiability at the measurement date.

See Note 3 for a description of valuation technggapplied to the major categories of financial
instruments measured at fair value.

Income Taxes
Income tax expense is provided using the assefiabitity method, under which deferred tax
assets and liabilities are determined based upstethporary differences between the financial
statement and income tax bases of assets andtigsbilsing currently enacted tax rates.

Employee Benefits

Employees of the Company patrticipate in compensatia benefit plans of the Ultimate Parent
and its affiliates.

Note 3 — Fair Value Disclosures

Fair Value Measurements

A description of the valuation techniques appliedite Company’s major categories of assets
and liabilities measured at fair value on a reagytasis follows.

Financial instruments owned

The fair value of municipal securities is estimatsihg recently executed transactions, market
price quotations and pricing models that factomihere applicable, interest rates, bond or credit
default swap spreads and volatility. Municipalgées are generally categorized in Level 2 of
the fair value hierarchy.

Securities received as collateral and obligatiomrdturn securities received as collateral

Securities received as collateral and obligatiorreturn securities received as collateral are
generally valued based on quoted market pricesaamaategorized in Level 1 of the fair value
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hierarchy. A portion of the municipal securitiescarities received as collateral and obligation
to return securities received as collateral areealusing pricing models or based on inputs that
are unobservable and are categorized in LeveltBeofair value hierarchy.

The following fair value hierarchy table presenmformation about the Company’s assets and
liabilities measured at fair value on a recurriagib as of June 30, 2010:

Assets and Liabilities Measured at Fair Value on &ecurring Basis as of June 30, 2010

Quoted Prices in
Active Markets for Significant Other

Identical Assets Observable Inputs Balance as of
(Level 1) (Level 2) June 30, 2010
Assets
Financial instruments owned:
Corporate and other debt -

Municipal securities $ - $ 1,101 § 1,101
Securities received as collateral 556,791 32,562 589,359
Liabilities
Obligation to return securities
received as collateral $ 556,791 $ 32,562 $ 589,359

Note 4 — Collateralized Transactions

Securities borrowed and securities loaned areezhai the amounts of cash collateral advanced
and received in connection with the transactions.

The Company enters into securities borrowed andrges loaned transactions to accommodate
customers of the Parent. Under securities borraveetsactions, the Company receives collateral
in the form of securities, which in many cases learsold or repledged. The Company uses this
collateral to enter into securities lending tratiees. At June 30, 2010, the fair value of
securities received as collateral where the Compmapgrmitted to sell or repledge the securities
was $65,790,735 of which $65,739,946 had beendgpt

The Company receives securities as collateral mmection with certain securities for securities

transactions in which the Company is the lenderinstances where the Company is permitted
to sell or repledge these securities, the Compapgrts the fair value of the collateral received
and related obligation to return the collateratha statement of financial condition. At June 30,
2010, $589,359 was reported as securities receagedollateral in the statement of financial

condition, all of which had been repledged.

The Company manages credit exposure arising frararsies borrowed and securities loaned
transactions by, in appropriate circumstances, rieigteinto master netting agreements and
collateral arrangements with counterparties thavige the Company, in the event of a customer
default, the right to liquidate collateral and thight to offset counterparty’s rights and

obligations. The Company also monitors the falugaf the underlying securities as compared



with the related receivable or payable, includimgraed interest, and, as necessary, requests
additional collateral to ensure such transactioesaaslequately collateralized. Where deemed
appropriate, the Company’s agreements with thimtiggspecify its rights to request additional
collateral.

Note 5 — Commitments, Guarantees and Contingencies

Letters of Credit

The Company has the ability to issue letters oflitr® satisfy various collateral requirements;
however, none were outstanding at June 30, 2010.

Legal

There are no pending legal actions, including eabdns, class actions and other litigation,
arising in connection with the Company’s activiti@s a securities borrowing and securities
lending financial services institution. Legal negs are established in accordance with guidance
for accounting for contingences issued by the FASBnce established, reserves are adjusted
where there is more information available or whereaent occurs requiring a change. There are
no legal reserves in the statement of financiatlde@n as of June 30, 2010.

Note 6 - Risk Management

Trading

The Company trades in fixed income securities, grily state government and municipal
securities. The counterparties to the Company&dfincome transactions include investment
advisors, commercial banks, insurance companieskebidealers, investment funds and
industrial companies.

Risk Management

The Company’s risk management policies and relptededures are integrated with those of the
Ultimate Parent and its other consolidated subsetia These policies and related procedures
are administered on a coordinated global basis watisideration given to each subsidiary’s,

including the Company’s, specific capital and ragoily requirements. For the discussion which
follows, the term “Company” includes the Ultimatarént and its subsidiaries.

Risk is an inherent part of the Company’s busirsstsactivities. The Company has policies and
procedures in place for measuring, monitoring arghaging each of the various types of
significant risks involved in the activities of itastitutional Securities business and support
functions. The Company’s ability to properly andeefively identify, assess, monitor and
manage each of the various types of risk involveds activities is critical to its soundness and
profitability. The Company’'s portfolio of businessctivities helps reduce the impact that
volatility in any particular area or related areaay have on its net revenues as a whole. The
Company seeks to identify, assess, monitor and geama accordance with defined policies and



procedures, the following principal risks involvedthe Company’s business activities: market,
credit, capital and liquidity, operational and cdiapce and legal risk.

The cornerstone of the Company’s risk managemaeidguphy is the execution of risk-adjusted
returns through prudent risk-taking that protebts €Company’s capital base and franchise. The
Company’s risk management philosophy is based omr tlollowing principles:
comprehensiveness, independence, accountabilitinede risk tolerance and transparency.
Given the importance of effective risk managememttiie Company’s reputation, senior
management requires thorough and frequent comntioncand appropriate escalation of risk
matters.

Risk management at the Company requires indepe@enpany-level oversight, accountability
of the Company’s business segments, constant comatiom, judgment, and knowledge of
specialized products and markets. The Companyi®iseranagement takes an active role in the
identification, assessment and management of vanisks at both the Company and business
segments level. In recognition of the increasingdyied and complex nature of the global
financial services business, the Company’s risk agament philosophy, with its attendant
policies, procedures and methodologies, is evalatip in nature and subject to ongoing review
and modification.

The nature of the Company’s risks, coupled witls sk management philosophy, informs the
Company’s risk governance structure. The Comparngls governance structure includes the
Board of Directors (the “Board”); the Audit Comnei& and the Risk Committee of the Board;
the Firm Risk Committee (“FRC”); senior managemaversight, including the Chief Executive

Officer, the Chief Risk Officer, the Chief Finankci@fficer, the Chief Legal Officer and the

Chief Compliance Officer; the Internal Audit Depadnt; independent risk management
functions (including the Market Risk Department,edit Risk Management, the Corporate
Treasury Department and the Operational Risk Depart) and Company control groups
(including the Human Resources Department, the ILagd Compliance Division, the Tax

Department and the Financial Control Group), andioua other risk control managers,
committees and groups located within and acros€tmpany’s business segments.

The Board has oversight for the Company’'s entegprisk management framework and is
responsible for helping to ensure that the Compmanysks are managed in a sound
manner. Historically, the Board had authorized Alnglit Committee, which is comprised solely

of independent directors, to oversee risk managentdfective January 1, 2010, the Board

established another standing committee, the Riskr@ittee, which is comprised solely of non-

management directors, to assist the Board in tleesgyht of (i) the Company’s risk governance
structure, (ii) the Company’s risk management aisét assessment guidelines and policies
regarding market, credit and liquidity and fundimgk, (iii) the Company’s risk tolerance and

(iv) the performance of the Chief Risk Officer. efAudit Committee continues to review the

major operational, franchise, reputational, legad aompliance risk exposures of the Company
and the steps management has taken to monitor antfok such exposure. The Risk

Committee, Audit Committee and Chief Risk Officeport to the full Board on a regular basis.

The Board has also authorized the FRC, a manageroemnhittee appointed and chaired by the
Chief Executive Officer that includes the most serofficers of the Company, including the



Chief Risk Officer, Chief Legal Officer and Chieinancial Officer, to oversee the Company’s
global risk management structure. The FRC's redpoiies include oversight of the
Company’s risk management principles, procedurek lemits, and the monitoring of capital
levels and material market, credit, liquidity andnding, legal, operational, franchise and
regulatory risk matters and other risks, as appatgrand the steps management has taken to
monitor and manage such risks. The FRC reportseduil Board, the Audit Committee and the
Risk Committee through the Company’s Chief Riskiczif.

The Chief Risk Officer, a member of the FRC whoorep to the Chief Executive Officer,
oversees compliance with Company risk limits; appsocertain excessions of Company risk
limits; reviews material market, credit and opera#l risks; and reviews results of risk
management processes with the Board, the Audit dtisenand the Risk Committee, as
appropriate.

The Internal Audit Department provides independesit and control assessment and reports to
the Audit Committee and administratively to the €hlLegal Officer. The Internal Audit
Department examines the Company’s operational antta environment and conducts audits
designed to cover all major risk categories.

The risk management functions and the Company @omfroups are independent of the
Company’s business units, assist senior manageanenthe FRC in monitoring and controlling
the Company’s risk through a number of control psses. The Company is committed to
employing qualified personnel with appropriate etipe in each of its various administrative
and business areas to implement effectively the @my's risk management and monitoring
systems and processes.

Each of the Company’s business segments also lsagndeed operations officers, committees
and groups to manage and monitor specific risks @pibrt to the business segment risk
committee. The Company control groups work withibess segment control groups (including
the Operations Division and Information Technol@jyision) to review the risk monitoring and
risk management policies and procedures relatingrting other things, the business segment’s
market, credit and operational risk profile, sgbeactices, reputation, legal enforceability, and
operational and technological risks. Participatipnthe senior officers of the Company and
business segment control groups helps ensureiskgtalicies and procedures, exceptions to risk
limits, new products and business ventures, andsacions with risk elements undergo a
thorough review.

The following is a discussion of the Company’s ns&nagement policies and procedures for its
principal risks (other than capital and liquidiigk). The discussion focuses on the Company’s
securities activities (primarily its institutionatading activities) and corporate lending and

related activities. The Company believes that tleetiwities generate a substantial portion of its
principal risks. This discussion and the estimasmdounts of the Company’'s market risk

exposure generated by the Company’s statisticalysem are forward-looking statements.

However, the analyses used to assess such riskeapredictions of future events, and actual
results may vary significantly from such analyse® do events in the markets in which the

Company operates and certain other factors deschieew.
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Market Risk

Market risk refers to the risk that a change in lgweel of one or more market prices, rates,
indices, implied volatilities (the price volatiligf the underlying instrument imputed from option
prices), correlations or other market factors, sashmarket liquidity, will result in losses for a
position or portfolio. Generally, the Company incumnarket risk as a result of trading and client
facilitation activities, principally within the Itisutional Securities business where the substantia
majority of the Company’s Value-at-Risk (“VaR”) fararket risk exposures is generated.

Sound market risk management is an integral parthef Company’s culture. The various
business units and trading desks are responsibEnBuring that market risk exposures are well-
managed and prudent. The control groups help erbatdhese risks are measured and closely
monitored and are made transparent to senior mareage The Market Risk Department is
responsible for ensuring transparency of materiatket risks, monitoring compliance with
established limits, and escalating risk concerdngtito appropriate senior management. To
execute these responsibilities, the Market Riskdbepent monitors the Company’s risk against
limits on aggregate risk exposures, performs aetarof risk analyses, routinely reports risk
summaries, and maintains the Company’s VaR sydténits are designed to control price and
market liquidity risk. Market risk is monitored tugh various measures: statistically (using
VaR and related analytical measures); by measurgsgition sensitivity; and through routine
stress testing and scenario analyses conducteldebparket Risk Department in collaboration
with the business units. The material risks ideadifby these processes are summarized in
reports produced by the Market Risk Department @nafcirculated to and discussed with senior
management, the Risk Committee and the Board.

Credit Risk

Credit risk refers to the risk of loss arising wleehorrower, counterparty or issuer does not meet
its financial obligations. The Company is exposedsingle-name” credit risk exposure through
the Institutional Securities business. This typerigk requires credit analysis of specific
counterparties, both initially and on an ongoingiba

The Company has structured its credit risk managérftamework to reflect that each of its
businesses generates unique credit risks, and tGResk Management establishes Company-
wide practices to evaluate, monitor and controditreisk exposure both within and across
business segments. The Credit Limits Frameworknis af the primary tools used to evaluate
and manage credit risk levels across the Compadyisanalibrated within the Company’s risk
tolerance. The Credit Limits Framework includeggrmame limits and portfolio concentration
limits by country, industry and product type. Ctegisk Management is responsible for ensuring
transparency of material credit risks, ensuring pilence with established limits, approving
material extensions of credit, and escalating rigkncentrations to appropriate senior
management. Credit risk exposure is managed byittResk Management and through various
risk committees, whose membership includes Credsk Rlanagement. Accordingly, Credit
Risk Management also works closely with the Markask Department to monitor risk
exposures, including margin loans, mortgage loanisceedit sensitive, higher risk transactions.
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Note 7 - Income Taxes

The Company is included in the consolidated federame tax return filed by the Ultimate
Parent. Federal income taxes have been providea separate entity basis. The Company is
included in the combined state and local incomergééxrns with the Ultimate Parent and certain
other subsidiaries of the Ultimate Parent. Staig lacal income taxes have been provided on
separate entity income at the effective tax rath@Company’s combined filing group.

In accordance with the terms of the Tax Allocatidgreement with the Ultimate Parent, all
current and deferred taxes are offset with all oihéercompany balances with the Ultimate
Parent.

The Company is subject to the income and indirest laws of the U.S., its states and
municipalities and those of the foreign jurisdiagoin which the Company has significant
business operations. These tax laws are complksaect to different interpretations by the
taxpayer and the relevant governmental taxing aitib® The Company must make judgments
and interpretations about the application of thekerently complex tax laws when determining
the provision for income taxes and the expenseénfiirect taxes and must also make estimates
about when in the future certain items affect tdxabcome in the various tax jurisdictions.
Disputes over interpretations of the tax laws maysettled with the taxing authority upon
examination or audit. The Company regularly asseise likelihood of assessments in each of
the taxing jurisdictions resulting from current asdbsequent years’ examinations, and tax
reserves are established as appropriate.

Income Tax Examinations

The Company is under continuous examination byiriternal Revenue Service (the “IRS”) and

other tax authorities in certain countries andestan which the Company has significant
business operations. During 2010, the IRS is erpdeio conclude the field work portion of their

examination on issues covering tax years 1999-200Be Company has established
unrecognized tax benefits that the Company beliavesadequate in relation to the potential for
additional assessments. Once established, the &gngajusts unrecognized tax benefits only
when more information is available or when an eveoturs necessitating a change. The
Company believes that the resolution of tax matteits not have a material effect on the

statement of financial condition of the Company.

It is reasonably possible that significant changegshe gross balance of unrecognized tax
benefits may occur within the next twelve months.tiis time, however, it is not possible to
reasonably estimate the expected change to tHeatotaunt of unrecognized tax benefits and the
impact on the effective tax rate over the next weehonths.

The following are the major tax jurisdictions in it the Company and its affiliates operate and
the earliest tax year subject to examination:

Jurisdiction Tax Year
United States 1999
New York State and City 2002
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Note 8 - Requlatory Requirements

The Company is a registered broker-dealer and, rdicgly, is subject to the net capital
requirements of the SEC and FINRA. Under thesesfiihe Company has elected to compute its
net capital requirement in accordance with the éAdative Net Capital Requirement,” which
specifies that net capital shall not be less ti4no? aggregate debit items arising from customer
transactions or $250, whichever is greater. AteJ8@, 2010, the Company’s net capital, as
defined under such rules, was $528,547, which eembthe minimum requirement by $528,297.

The Company is exempt from the provisions of Rie3t3 under the Securities Exchange Act
of 1934 in that the Company’s activities are lirdit® those set forth in the conditions for
exemption appearing in paragraph (k)(2)(ii) of Rwde.

Note 9 - Subsequent Events

The Company evaluates subsequent events throughatbeon which the statement of financial
condition is issued. The Company did not note suysequent events requiring disclosure or
adjustment to the statement of financial condition.
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