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Iltem 2: Material Changes

This section identifies and discusses material gearto the
ADV Brochure since the version of this BrochureedbMarch
28, 2013. For more details on any particular mafease
see the item in this ADV Brochure referred to ie gummary
below.

Ownership of MSSB. Prior to June 28, 2013, MSSB was
owned by a joint venture company which was indlgect
owned 65% by Morgan Stanley (“Morgan Stanley Pdjent
and 35% by Citigroup Inc. (“Citi"). On June 28, 1
Morgan Stanley Parent purchased Citi's 35% interi@st
MSSB. Accordingly, MSSB is now a wholly owned iretit
subsidiary of Morgan Stanley Parent. (Item 4)

Fees. Effective July 1, 2014, there is a minimum annual
MSSB Fee (calculated quarterly) for each Portfolio
Management and Institutional Cash Advisory Program
account that was opened after June 30, 2009. rimisnum

is the lesser of 2% or $250 per year. This minimuith not
apply to any account that (when added to any dilm&sulting
Group accounts with which it is related for billipgirposes)
has a total of $500,000 or more in assets as oétideof the
previous billing quarter. (Item 4.A)

Cash Sweeps. MSSB will, as your custodian, effect “sweep”
transactions of uninvested cash and allocatiorash, if any,
in your account into:

» interest-bearing bank deposit accounts establisimekbr
the Bank Deposit Program (“BDP”) at banks affilchte
with MSSB (collectively, the “Sweep Banks”) or

* money market mutual funds. These money marketsfund
are managed by Morgan Stanley Investment Management
Inc. or another MSSB affiliate.

The Sweep Banks are currently Morgan Stanley BahR.
and/or Morgan Stanley Private Bank, National Asstici.

If you do not select a Sweep Investment when yaenogmur
account, your Sweep Investment will be BDP if yote a
eligible.

Most Institutional Cash Advisory Program accounts rbt
have a cash sweep.

These provisions relating to Cash Sweeps do netiffou if
you have set up a custodian other than MSSB forr you
account.  (Item 4.C)
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Item 4: Services, Fees and
Compensation

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

Prior to June 28, 2013, MSSB was owned by a joartwre
company which was indirectly owned 65% by MorgaanBty
(“Morgan Stanley Parent”) and 35% by Citigroup I§tCiti”).
On June 28, 2013, Morgan Stanley Parent purchaiisl 5%
interest in MSSB. Accordingly, MSSB is how a wlyatiwned
indirect subsidiary of Morgan Stanley Parent.

MSSB used to provide investment advisory servibesugh two
channels. One channel (the “SB Channel”) genenalbvided
the investment advisory programs previously proditdg Smith
Barney and/or Citigroup Global Markets Inc. (“CGM")The
other channel (the “MS Channel”) generally providéte
investment advisory programs previously providedMgrgan
Stanley & Co. Incorporated (now, Morgan Stanley & CLC)
(“MS&Co.").

single asset classes or they may have defined tinees
strategies. You should discuss with your Finandéidvisor
which investment strategy suits your investmenigjoa

Investment ProcessYour Financial Advisor manages your PM
account in light of information you provide aboubuy

investment objectives and financial situation. Ydtinancial
Advisor is primarily responsible for making and ieymenting
investment management decisions for your accoutttinvihe
PM program’s investment guidelines. The guidelispscify the
number and types of securities eligible for investmin a PM
program account (including percentage limitatioms azcount
holdings in certain types of investments). Thedglines also
specify diversification requirements (across indusectors and
asset classes). At the Portfolio Management Grodigsretion,
certain Financial Advisors have greater latitude silecting
securities and diversification. Therefore, the ity of

investment strategies and securities and the aiplity of

investment limitations varies depending on your aRitial

Advisor. You should consult with your Financial Aser for

more information on the PM program’s investmentdglines,
the Financial Advisor’'s approach to investing, aahilable
investment strategies.

Depending on the investment strategy the Finanaiisor
uses, investments may include equity and debt giesyrand
cash and cash equivalents. Where approved, Finahadiésors

In 2012, MSSB merged the SB Channel and MS Channéhay use certain option strategies, such as coveatdvriting

advisory programs.

MSSB offers clients (“you” and “your”) many diffemeadvisory
programs. Many of MSSB’s advisory services are ey by
its Consulting Group (“CG”) business unit. You maptain
ADV Brochures for other MSSB investment advisorggrmams
at www.morganstanley.com/ADV or by asking your Fical
Advisor or (for Morgan Stanley Private Wealth Maeagnt
clients) your Private Wealth Advisor. (Throughdhbé rest of
this Brochure, “Financial Advisor” means either ydtinancial
Advisor or your Private Wealth Advisor, as appligap

A. General Description of Programs and
Services

and protective put buying. Investments may alstude shares
of eligible closed-end funds, open-end funds (“MiitEunds”)

and exchange traded funds (“ETFs” and collectivehe

“Funds”).

Financial Advisors are prohibited from using certaivestments
or investment strategies in PM accounts, includibgt not
limited to, commodities, futures, short sales, mpenships,
margin, derivatives, and other structured instruisiesnd certain
securities on MSSB's restricted list.

Your Financial Advisor may make investment decisitimat are
contrary to research ratings issued by Morgan Syalquity
Research. In addition, depending on the accostittdegy and
the Financial Advisor managing the account, theray rbe
investment limitations based on the quality of stweents held.

The Portfolio Management Group, which is part of ,CG oOn occasion, the PM program’s investment guidelinesy

administers and oversees the Portfolio Managemegram and
the Institutional Cash Advisory program discussetbWw. This
section then discusses various general matteryiagbo these
programs.

Portfolio Management Program

In the Portfolio Management (“PM”) program, a Ficah
Advisor(s) who meets the program certification regments
manages your assets on a discretionary basis. thar avords,
your Financial Advisor, and not you, has the digoreto decide
what securities to buy and sell in your accounthisdiscretion
is subject to the parameters described below and gbility to
direct a sale of any security for tax or other oz&s The PM
program provides Financial Advisors with portfolimnagement
and trade execution tools to manage accounts effigi
Certain Financial Advisors specialize in investingnultiple or

require a Financial Advisor to sell certain sedesitfrom client
accounts based on their quality ratings, or if MardgStanley
Equity Research drops coverage of these secumtids no
intention of reinitiating coverage. Although thesales of
securities may result in capital gains or lossed #rus in
additional taxes and/or tax reporting for you, thetax
consequences will not prevent us from selling thesairities in
your account.

The PM program’s guidelines are subject to chandowt
notice. You should consult your Financial Advisar further
details.

Institutional Cash Advisory Program
The Institutional Cash Advisory (“ICAP”) program fefs
discretionary cash management services to ingtitati clients



whereby MSSB invests and reinvests the proceetteaiccount
in accordance with the client’s investment critedancentration
limits and other requirements as stated in thentidnvestment
Policy Statement (“IPS”). Generally the whole palib is

invested in short duration fixed income and cashivaedent
investments. MSSB converts the specifics of th8 a
guantifiable rules matrix for the account, and et matrix to
the client. Provided the client agrees that tHesrumatrix is
consistent with its IPS, MSSB manages the accouthinvthe
rules matrix. If there is any ambiguity betweea thles matrix
and the IPS, the rules matrix controls. If asdetkl in the
account fall outside of the rules matrix, MSSB vgknerally
liquidate such assets in an orderly manner withtoramercially
reasonable amount of time. If the client revisesIPS, MSSB
will then update the rules matrix and obtain therdls approval
of the new matrix.

Account Opening

To enroll in the PM program, you must completeiant| profile
and an investment questionnaire. To enroll in @nggram
described in this Brochure, you must enter into pnegram
client agreement (“Client Agreement”).

Restrictions

Unless you have appointed another custodian, wepnilvide
periodic reviews of your account. These reviewsashow your
account investments have performed, both on anlabsbasis
and on a relative basis compared to recognizedesdjsuch as
Standard & Poor’s indices). You may access thegorts
through MSSB’s online account services site. Tooknyour
account in the online account service site, plegse to
https://lwww.morganstanleyclientserv.com/FreeCoriianblim
ents/ldentification.aspxand follow the step-by-stegtructions.
If, however, you would like to receive these repdoy mail,
please call 1-888-454-3965.

Consulting Group Trust Services

In the PM program and the ICAP programs, MSSB mifgr o
fully integrated wealth management solutions, whiotay
include trusts. MSSB will not accept an appointtnas, nor
will it act as, a trustee (an MSSB affiliate, suak Morgan
Stanley Private Bank, National Association, mayskeving as
trustee for existing accounts and is closed to aegounts). In
order to offer to you complete solutions, MSSB hesated the
Consulting Group Trust Services Program (“CG T&estvices”)
with external trust companies (including externahks which
may serve as a corporate trustee) to provide &ustevices for
the assets in your account while you receive imaest advisory

In each of these programs, you may request reakonatservices from MSSB.

restrictions on the management of your account (nemyest
that certain specified securities, or certain oatieg of

securities, not be purchased for your account)s Téguest may
be made orally or in writing, but MSSB may requihat any
such request (or any changes to the request) Wwating. MSSB

will accept reasonable restrictions on specific omn equity
and fixed income securities, as well as on certaitegories of
equity securities (e.g., tobacco companies) or Fshdres.
MSSB will determine in its reasonable judgment haoav
implement such restrictions. If you restrict aecmtry of

securities, we will determine in our discretion wahispecific
securities fall within the restricted category. doing so, we
may rely on outside sources (e.g. standard indusides and
research provided by independent service providefs)y

restrictions you impose on individual securitiesdao effect on
Fund holdings since Funds operate in accordanch thie

investment objectives and strategies described feir t
prospectuses.

Although we will accept reasonable restrictions described
above, we will not have any obligation to managaryaccount
in accordance with any investment guidelines, podiatements
or other documents unless we specifically agreeldoso, in
writing.

Trade Confirmations, Account Statements and
Performance Reviews

Unless you have appointed a third party custodié®SB is the
custodian and provides you with written confirmatiof
securities transactions, and account statemeréssit quarterly.
You may waive the receipt of trade confirmationseafthe
completion of each trade in favor of alternativetmoes of
communication where available. You may also receigual
fund prospectuses, where appropriate.

To receive trustee services through CG Trust Sesyigou and
your attorney will create separate agreements waithexternal
trust company to govern the trust and you will dppa trustee
to act on your behalf; in certain situations, yoaymappoint
separate administration and investment trusteesu & your
designees will sign these separate agreements agdpay a
separate fee to your attorney. External trust @migs and
MSSB typically charge separate fees to CG Trusti€es client
accounts for their respective services, which mayilgher than
fees charged to clients outside of the CG TrustiSes program
for comparable services. In certain limited circtamces,
MSSB will compensate an external trust company tioe
services it provides to a client account. Neithd8SB nor
your Financial Advisor will be paid by the externalust
company. In certain circumstances, MSSB or adiatffi may
pay compensation to or receive an indirect econobanefit
from an unrelated third party (see: "Client Referrand Other
Compensation”, Item 9 below).

As part of CG Trust Services, you or your seledtedtee, with
investment authority, may delegate investment digum
directly to MSSB or receive non-discretionary inwvesnt
advisory services through the programs offered bys0lting
Group. Additionally, certain external trust companies have
contractually agreed to attempt to use the servioesguding
MSSB custody services) described in this Brochareeich CG
Trust Services client (and in some cases, former TGst
Services clients), unless the client has issued tragn
instructions, and so long as such use of MSSB aeswvill not
cause the external trust company to violate anyy dot
obligation. Consequently, regardless of the astertrust
company you select,
custodian, you can custody your assets at MSSBugircCG
Trust Services. Accounts outside of CG Trust Sewimay be
subject to different custody arrangements. MSSB imasle
arrangements to have a number of external trustpeoias

unless you have appointed anoth



participate in CG Trust Services, as described abdwhile
these arrangements are designed to enhance thaistdative
and operational experience of clients who appointhsan
external trust company and MSSB to service the sassets,
these arrangements could pose a conflict of intdfoesMSSB
and its representatives by creating an incentive tfiem to
introduce their clients to those external trust pamies who
have such arrangements with CG Trust Services oteer
external trust companies.

The decision to participate in CG Trust Servicesd ahe
selection of the trustee and attorney are your sitati and
responsibility. MSSB and its affiliates do not yide tax and
legal advice (see: "Tax and Legal Consideratioims'this Iltem
4(A) below). For additional information and to eehine
eligibility for CG Trust Services, please contacuy Financial
Advisor.

Risks

All trading in an account is at your risk. The \alof the assets
held in an account is subject to a variety of fessteuch as the
liquidity and volatility of the securities marketfvestment
performance of any kind is not guaranteed, and 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 investinetrategies
that Financial Advisors may use in the programsehspecific

risks, including those associated with investmeéntgommon

stock, fixed income securities, American DepositRsceipts,

and Funds. You should consult with your Financiavi&or

regarding the specific risks associated with theestiments in
your account.

Risk Relating to ETFs. There may be a lack of liquidity in
certain ETFs which can lead to a large differeneavben 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
Federal Deposit Insurance Corporation (“FDIC") oy aother
government agency. Although money market fundsk gee
preserve the value of your investment at $1.00spare, there is
no assurance that will occur, and it is possibléote money if
the fund value per share falls. Moreover,
circumstances, money market funds may be forcedetse
operations when the value of a fund drops belowd®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.

in som

Risks Relating to Options. Before engaging in the purchase or
sale of options, investors should understand ttiar@eof and
extent of their rights and obligations and be awafr¢he risks
involved, including, without limitation, the riskgertaining to
the business and financial condition of the issoérthe

underlying security or instrument. When selling lcaecured
puts, you have the potential to lose money if thpiity

underlying the put option declines in value, withuy maximum
loss occurring if the value of the equity declinezero. Options
investing, like other forms of investing, involvesax

considerations, and transaction costs that carifisgntly affect

the profit and loss of buying and writing options.

Risks Relating to Master Limited Partnerships. Master
Limited Partnerships (“MLPs”) are limited partnegsh or
limited liability companies whose interests (lingtpartnership
or limited liability company units) are generallyaded on
securities exchanges like shares of common stdnkestment
in MLPs entails different risks, including tax riskthan is the
case for other types of investments.

Currently, most MLPs operate in the energy, nattegsburces or
real estate sectors. Investments in MLP interestssabject to
the risks generally applicable to companies in g¢hesctors
(including commodity pricing risk, supply and derdansk,

depletion risk and exploration risk). Depending dme

ownership vehicle, MLP interests are subject toyiar tax

treatment. Please see “Tax and Legal Considesitibalow

and any mutual fund or ETF prospectus, for morermétion.

You may obtain any mutual fund or ETF prospectusablking

your Financial Advisor.

Risks Relating to Mutual Funds and ETFs that Primay
Invest in Master Limited Partnerships. In addition to the risks
outlined above relating to Master Limited Partngrshmutual
funds and ETFs that primarily invest in MLPs geligraccrue
deferred tax liability. The fund’s deferred taaMdility (if any)
is reflected each day in the fund’s net asset valu#es a result,
the fund’s total annual operating expenses mayidmgfisantly
higher than those of funds that do not primarilyeist in Master
Limited Partnerships. Please see the fund progpetir
additional information.

Risks Relating to Mutual Funds and ETFs that Pursue
Complex or Alternative Investment Strategies or Ruais.
These Mutual Funds and ETFs may employ variousstment
strategies and techniques for both hedging and speeulative
purposes such as short selling, leverage, derastiwvd options,
which can increase volatility and the risk of inweent loss.
Alternative investment strategies are not suitalibe all
investors.

& ou should also keep in mind that while mutual fsiaehd ETFs

may at times utilize non-traditional investment iops and
strategies, they should not be equated with urtexgid privately
offered alternative investments. Because of regola
limitations, mutual funds and ETFs that seek alidwme-like
investment exposure must utilize a more limitedestment
universe. As a result, investment returns and faart
characteristics of alternative mutual funds may yvdirom
traditional hedge funds pursuing similar investmehjectives.
They are also more likely to have relatively higloerrelation



with traditional market returns than privately affd alternative
investments. Moreover, traditional hedge fundsehémited
liquidity with long “lock-up periods allowing thernto pursue
investment strategies without having to factor e theed to
meet client redemptions. On the other hand, mufuats
typically must meet daily client redemptions. TlHigfering
liquidity profile can have a material impact on timwestment
returns generated by a mutual fund pursuing anrnaitive
investing strategy compared with a traditional hediyind
pursuing the same strategy.

Non-traditional investment options and strategige aften
employed by a portfolio manager to further a fundiseTFs
investment objective and to help offset marketsiskHowever,
these features may be complex, making it more odiltfi to
understand the fund’'s or ETF's essential charasttesi and
risks, and how it will perform in different marketvironments
and over various periods of time. They may alsposg the
fund or ETF to increased volatility and unanticgzhtrisks
particularly when wused in complex combinations and/
accompanied by the use of borrowing or “leverage”.

Risks Relating to Differing Classes of SecuritieRifferent

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

Tax and Legal Considerations

Your Financial Advisor may agree with you to impkemh a
client-developed investment strategy that you lvelis sensitive
to your particular tax situation. Neither we naryaof our
affiliates provides tax or legal advice and, theref we and they
are not responsible for developing, evaluatingher ¢fficacy of
any such tax-sensitive strategy. You need to dgvahy such
strategy in consultation with a qualified tax advis Certain
tax-sensitive strategies can involve risks. Amatigers, tax-
efficient management services involve an increasadof loss
because your account may not receive the benedit, (ealized
profit, avoided loss) of securities transactionsatthwould
otherwise take place in accordance with your Fir@nc
Advisor’s investment management decisions for twoant.

Investment in MLPs entails different risks, inclngitax risks,
than is the case for other types of investmentavedtors in
MLPs hold “units” of the MLP (as opposed to a shafe
corporate stock) and are technically partners ia MLP.
Holders of MLP units are also exposed to the rigkt they will
be required to repay amounts to the MLP that arengfully
distributed to them. Almost all MLPs have chosemjualify for
partnership tax treatment. Partnerships do notlh&y federal
income tax at the partnership level. Rather, qzaner of a
partnership, in computing its U.S. federal incorar liability,
must include its allocable share of the partnefshipcome,
gains, losses, deductions, expenses and creditschafige in
current tax law, or a change in the business ofvangMLP,
could result in an MLP being treated as a corponafor U.S.
federal income tax purposes, which would resulsuch MLP
being required to pay U.S. federal income tax @ntéxable
income. The classification of an MLP as a corporafior U.S.
federal income tax purposes would have the efféceducing

the amount of cash available for distribution bg tMLP and
could cause any such distributions received byathevestor to
be taxed as dividend income. If you have any duestabout
the tax aspects of investing into an MLP, pleasewdis with
your tax advisor.

Investors in MLPs will receive a Schedule K-1 fack MLP in

which they invest, so they will likely receive nuroas Schedule
K-1s. Investors will need to file each Scheduld Kyith their

federal tax return. Also, investors in MLPs mayrbguired to
file state income tax returns in states where théP®operate.
Since some Schedule K-1s may not be provided afitf the

due date for the federal or state tax return, itoresin MLPs

may need to obtain an extension for filing theddral or state
tax returns. Please discuss with your tax advisow an

investment in MLPs will affect your tax return.

Tax laws impacting MLPs may change, and this cooidact
any tax benefits that may be available through strwent in an
MLP.

Fees

Maximum Fees. The maximum annual fee for the PM
program is 3.00% of the market value of the eligigécurities in
the account. The maximum fee for various levelzlgible
assets in the ICAP program is as follows:

ICAP Program Assets Annual Fee
On the first $10,000,000 0.25%
On the next $40,000,000 0.20%
On the next $50,000,000 0.15%
Assets over $100,000,000 0.12%

Minimum Fees. Effective July 1, 2014 there is a minimum
annual MSSB Fee (calculated quarterly) for eachd?id ICAP
account that was opened after June 30, 2009. riimisnum is
the lesser of 2% or $250 per year. This minimum mok apply
to any account that (when added to any other CtnguGroup
accounts with which it is related for billing puiges) has a total
of $500,000 or more in assets as of the end ofptieeious
billing quarter.

Fees are Negotiable. Fees for the programs described in this
Brochure are negotiable based on a number of fatctuding
the type and size of the account and the rangeeofices
provided by the Financial Advisor. In special dimtstances,
and with the client’'s agreement, the fee chargeal ¢bient for an
account may be more than the maximum annual féedska this
section.

When Fees are Payable.The fee is payable as described in the
Client Agreement. Generally, the initial fee isedin 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 dateutjin the
last business day of the next full billing quaréerd is prorated
accordingly. Thereafter, the fee is paid quarténlyadvance
(however in the ICAP program clients may elect &y pn
arrears) based on the account’s market value olaghéusiness
day of the previous billing quarter and is due e tenth
business day of the following billing quarter. Tl&ient



Agreement authorizes MSSB (if MSSB is the custoditm
deduct fees when due from the assets containdz iadcount.

Breakpoints. Fee rates in the PM and ICAP programs may b

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 sthef rates
corresponding to different breakpoints, discourftsany, are

negotiated separately for each breakpoint. As thtiev of

account assets reaches the various breakpointsn¢temental
assets above each threshold are charged the dpelieées. 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 existieglkpoints.
If you have two accounts, the “related” fees on &gt #1 are
calculated by applying your total assets (i.e. ssseAccount #1
+ assets in Account #2) to the Account #1 breakpoiBecause
this amount is greater than the amount of assellysin

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 deterithieelollar fee
for Account #1. Likewise, the total assets are iggpto the
Account #2 breakpoints to determine the averagerdde for
Account #2, which is then multiplied by the actaamhount of
assets in Account #2 to determine the dollar fedfrount #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.

Money Market Funds in ICAP AccountsFor certain ICAP
accounts, MSSB may waive the annual fee on monerkenha
fund investments and, in lieu thereof, receive payts from the
mutual fund companies of up to 10 bps. Unlike tlagrpents

at least annually to the extent that there are gémrto any
investment-related disclosures for services pralides a
fiduciary under ERISA.

Other. Because the programs described in this Brochureato

involve third party investment managers, we receh& entire
fee and we pay our Financial Advisor a portionh# entire fee.
See Item 4.D below (Compensation to Financial Axs)sfor
more information.

B. Comparing Costs

The primary service that you are purchasing in ghegrams
described in this Brochure is your Financial Advispor a
Financial Advisor that partners with your Financkaivisor,
discretionary management of your portfolio pursu@ntertain
program guidelines. Cost comparisons are diffibeitause that
particular service is not offered in other CG peogs.
Depending on the level of trading and types of Htes
purchased or sold in your account, if purchasedrsedply, you
may be able to obtain transaction execution aghdrior lower
cost at MSSB or elsewhere than the fee in thesgranas.
However, such transactions could not be executed aon
discretionary basis in a brokerage account. Clientso
participate in the programs described in this Buvelpay a fee
based on the market value of the account for aemarof
services, and accordingly may pay more or lesstich services
than if they purchased such services separatethétextent that
such services would be available separately to dhent).
Furthermore, the same or similar services to thesglable in
these programs may be available at a lower feeragrams
offered by other investment advisors. In additi@G offers
other programs where discretionary portfolio mamaget is
provided by third party investment managers and feées in
those programs may be higher or lower than the iieabese
programs. Those programs involve the discretionamtfolio
management decisions of third party investment marsaand
not your Financial Advisor.

You should consider these and other differencesnvadeeiding
whether to invest in an investment advisory or akbrage

described below under the heading “Funds in Adyisor account and, if applicable, which advisory prograpest suit
Programs” MSSB may share these payments with Faknc your individual needs.

Advisers. To the extent the annual fee is less thanpayment
from the mutual fund companies, MSSB has a conflichterest
in recommending these investment over others. Gy, if
the annual fee is greater than the payments frenmtitual fund
companies, MSSB has a financial disincentive toomamend
these investments.

ERISA Fee Disclosure for Qualified Retirement PlansIn

accordance with Department of Labor regulationsear&kection
408(b)(2) of ERISA, MSSB is required to provide te@r

information regarding our services and compensatio@ssist
fiduciaries and plan sponsors of those retiremdéamigthat are
subject to the
reasonableness of their plan’s contracts or arraggés with us,
including the reasonableness of our compensatiofhis

information (the services we provide as well as tees) is
provided to you at the outset of your relationskifh us and is
set forth in your advisory contract with us (indhgl the Fee
table, other exhibits and, as applicable, this dwent), and then
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requirements of ERISA in assessihg t

C. Additional Fees

If you open an account in one of the programs desdrin this
Brochure, you will pay us an asset-based fee witiohers
investment advisory services, custody of secur{ifese are the
custodian) and trade execution with through MSSBwall as
compensation to any Financial Advisor.

The program fees do not cover:

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

“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 andfsr i
affiliates acting as agent, which is typically thase for



dealer market transactions (e.g., fixed income @rat-the-
counter equity)

brokerage commissions or other charges resultiogn fr Although Fund companies independently decide whey twill

transactions not effected through MSSB or its iatfls spend on these activities, certain Fund familiede(red to as
MSSB account establishment or maintenance feestdor clobal Partners” or “Emerging Partners”) dedicatgnificant
Individual Retirement Accounts (“IRA”) and Versatil financial and staf'fmg_ resources to these gffomst may receive
Investment Plans (“VIP"), which are described ine th supplemeptal sales information and qdd|t|0nal opymaties to
respective IRA and VIP account and fee documentatioSPONSOr firm events and promote their Funds to Kinancial

these payments directly to MSSB or pay vendors tfase
services on our behalf.

(which may change from time to time)
* account closing/transfer costs
e processing fees or

e certain other costs or charges that may be impbgetird
parties (including, among other things, odd-lofatiéntials,
transfer taxes, foreign custody fees,
supplemental transaction fees, regulatory feesotimet fees
or taxes that may be imposed pursuant to law).

Funds in Advisory Programs

Investing in Funds is more expensive than otheestment
options offered in your advisory account. In aduditto our fee,
you pay the fees and expenses of the Funds in wjnici

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

You do not pay any sales charges for purchasesuntid-in
programs described in this Brochure. However somgui
Funds may charge, and not waive, a redemption feeegtain
transaction activity in accordance with their presjoises.

MSSB receives payments and fees for recordkeepidgelated

services, which are more fully described below. eSghexpense
payments and administrative fees may be viewedam as a

form of revenue-sharing if and to the extent thayt exceed
expenses or what the mutual funds would otherwesee hpaid

for these services.

Expense Payments

Fund families are typically provided with opporti@s to
sponsor meetings and conferences and are grantedsat our
branch offices and Financial Advisors for educadipmarketing
and other promotional efforts. Fund representativiey work
closely with our branch offices and Financial Advis to
develop business strategies and plan
educational activities. In addition, MSSB typigalieceives
payments from Funds or their affiliates in conrattwith these
promotional efforts to help offset expenses inadirfer sales
events and training programs as well as client saersj
conferences and meetings. Such expenses may énciadting
or conference facility rental fees and hotel, mantl travel
charges. Funds or their affiliated service proksdmay make

exchange , fee

Advisors and clients. Moreover, Global and Emegghartners
commit to provide expense payments at predeternmanesunts
(currently $750,000 per year for Global Partnerd &850,000
per year for Emerging Partners). These facts pteseonflict
of interest for MSSB and our Financial Advisorsfteus on
those Funds offered by our Global and Emergingrieestwhen
recommending mutual fund investments to clientseid of on
funds from Fund families that do not commit simitasources
to educational, marketing and other promotionabrf In
order to mitigate this conflict, Financial Advisoend their
Branch Office Managers do not receive additionahpgensation
for recommending Fund families sponsored by ourb@lcor
Emerging Partners.

MSSB selects the Global and Emerging Partners Famdies
based on a number of quantitative and qualitatiiter@a. Our
Global Partners are denoted by an asterisk on #heeiRie-
Sharing Fund Families list available by going ta eebsite,
http://www?2.morganstanley.com/wealth/investmentSohs/mu
tualfunds.aspand clicking on “Important Information about
Mutual Funds” — “Revenue Sharing Arrangements”.

Fund family representatives are allowed to occadipngive
nominal gifts to Financial Advisors, and to occasily
entertain  Financial Advisors (subject to an aggreega
entertainment limit of $1,000 per employee per Ffardily per
year). MSSB’s non-cash compensation policies seditions
for each of these types of payments and do notipemy gifts
or entertainment conditioned on achieving any saleget.

Administrative Service Fees

MSSB and/or its affiliates receive compensationrfrBunds or
their affiliated service providers for providing rtaEn
recordkeeping and related services to the Fundbesd& charges
are typically based upon the number or aggregdtes\af client
positions and the levels of services provided. Wecess
transactions with certain Fund families on an omsilbasis,
which means we consolidate our clients’ trades e daily
trade with the Fund, and therefore maintain all tipent
individual shareholder information to the Fund. ading in this
manner requires that we maintain the transactiostothy
necessary to track and process sales charges,| @enuae fees
and deferred sales charges for each position, pjapate, as
well as other transaction details required for angaposition
maintenance purposes. For these services, Fundaupao

promotionatl ar0.16% ($16 per $10,000) on Fund assets held byretmement

investors in the advisory program covered by thigbure.

In addition to the omnibus accounting services thatprovide
for the Funds, we are also responsible for deliwdrglisclosure
documents; processing of dividend distributions; teporting
functions on their behalf.

Notwithstanding the foregoing, MSSB does not regesuch
payments in relation to those clients that areifjedlemployee



benefit plans, as defined under ERISA, individualirement
accounts (“IRAs”) described in Section 4975 of tméernal
Revenue Code of 1986, as amended (the “Code”) mam or
other arrangement subject to fiduciary and proéébiransaction
requirements of substantially similar state, looaforeign law
(each, a “Retirement Plan”).

Mutual fund companies that do not agree to makesethe
payments do not receive the same level of accessrtfirm.

In addition to the program fee paid by you, MSSHI ats
affiliates may also receive investment managemess fand
related administrative fees from affiliated Mut@inds where
the Mutual Funds’ investment adviser is a MSSBliafé.

For more information, please refer to the documéhttual
Fund Share Classes and Compensation”,
http://www?2.morganstanley.com/wealth/investmentgohs/pdf
s/IMFE_share_classes.pdhd also available from your Financial
Advisor on request. Certain Funds are sponsoresiaraged
by affiliates of MSSB. Since the affiliated sponso manager
receives additional investment management feesotret fees,
MSSB has a conflict to recommend MSSB affiliateché

Mutual Fund companies typically offer different vgajo 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
for specific advisory programs. If available, olig' shares are
converted into the share class required by the Mutund for
that type of account. Depending on the circum&anclients’
shares are converted into a share class that Haweat or a
higher expense ratio. Advisory share classes lystiave a
lower expense ratio than the share classes thaBWB&riously
offered in the program. However, we may continueffer non-
advisory share classes if, for example, there isequivalent
advisory share class available or we believe tih&t mbon-
advisory share class is likely to be the most edfgctive share
class. Once we make an advisory share class alaifab a
particular Mutual Fund, clients can only buy thesiadry class
shares (not the non-advisory class shares) oMuoatal Fund in
the program.

If available, we (without notice to you) may conivany Mutual
Fund in your account to a share class of the samid! Fund
which is a load-waived or no-load share class sashan
Institutional share or Financial Intermediary Shameto a share
class that is available only to investment advisatients
(collectively, an “Investment Advisory Share”), the extent
available.

On termination of your account for any reason her transfer of
Mutual Fund shares out of your account into anotm@rount
including a MSSB retail brokerage account, if, la time of

termination or transfer, your account includes Bimeent

Advisory Shares, we may convert any Investment sabyi

Shares to a share class that is available in neis@y accounts
(even though the expense ratio for that share atassbe higher
than the expense ratio for the share class ofuthd previously
held in your account), or we may redeem any Inveatm
Advisory shares. The non-advisory Mutual Fund shelass
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generally has higher operating expenses than thresponding
Investment Advisory Share classes, which may negiati
impact investment performance.

Any Fund in your account may pay its own sepanatestment

advisory fees and other expenses to the fund mamagether

service provider. In addition, an open-end mutuaidf may

charge distribution or servicing fees. In both saskese fees or
expenses will be in addition to the fee you paysoon your

account.

Cash Sweeps

Generally, some portion of your account will bechet cash.
MSSB, as your custodian, will effect “sweep” tractians of
uninvested cash, allocations to cash and cash &quis, if any,

aﬁ'l your account into:

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

* money market mutual funds (each, a “Money Marketd?u
and, together with BDP Deposit accounts, “Sweep
Investments”). These Money Market Funds are mathage
by Morgan Stanley Investment Management Inc. otharo
MSSB affiliate.

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

You acknowledge that MSSB may with 30 days writtextice
(i) make changes to these sweep terms; (ii) makegds to the
terms and conditions of any available sweep investm(iii)
change, add or delete the products available ageapsoption;
or (iv) tranger your sweep investment from one sweep product
to another.

Most ICAP accounts do not have a cash sweep.

Clients that are considered Retirement Plans orCareerdell
Education Savings Accounts should read the Exhibitthis
Brochure (“Affiliated Money Market Funds Fee Dissloe
Statement and Float Disclosure Statement”).

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

Bank Deposit Program. Through the Bank Deposit Program,
Deposit Accounts are established for you at onmare of the
following banks (individually and collectively, théSweep
Banks”): (i) Morgan Stanley Bank, N.A. and/or (iMorgan
Stanley Private Bank, National Association. The w®&anks
are affiliated with MSSBThe Sweep Banks pay interest on the
Deposit Accounts established under the BDP. Youyodiés at
the Sweep Banks will be insured by the Federal Bigpo
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 dgpdgank
deposits held through the BDP are not covered HCSbr
excess coverage.



If BDP is your Sweep Investment, you authorize, ass,your
agent, to establish the Deposit Accounts for you] &b make
deposits into, withdrawals from and transfers amitregDeposit
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 intergssrapplicable
to your Account, by contacting your Financial Adwisor
through MSSB's web site at
www.morganstanley.com/wealth/services/bankdepasitam.a
sp. You acknowledge and understand that we maydrtie
list of Sweep Banks at any time with 30 days wnitteotice to
you. If you are participating in the Bank DepoBitogram,
please read the Bank Deposit Program Disclosurér8emt
carefully.

Please note the following: (i) you are responsiblenonitor the
total amount of deposits you have at each Sweefx Baorder
to determine the extent of FDIC insurance covemagglable to
you; and (i) MSSB and its affiliates are not resgible for any
insured or uninsured portion of your deposits ay af the
Sweep Banks.

If BDP is your Sweep Investment, you should be awiduat,
each Sweep Bank will pay MSSB a fee equal to thegmtage
of the average daily deposit balances in your Dépazount at
the Sweep Banks. Your Financial Advisor will noteae a
portion of these fees or creditsn addition, MSSB will not
receive cash compensation or credits in connegtitnthe BDP
for assets in the Deposit Accounts for Retiremelan® or
Coverdell Education Savings accountsAlso, the affiliated
Sweep Banks have the opportunity to earn incoméerBDP
assets through lending activity, and that incomeussially
significantly greater than the fees MSSB earns #fitiated

Money Market Funds. Thus, MSSB has a conflictntéiiest in
selecting or recommending BDP as the Sweep Invesdtmregher
than an eligible Money Market Fund.

Unless otherwise specifically disclosed to you inriting, such
as in connection with the Bank Deposit Program not
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.

Terms of the Bank Deposit Program are further diesdrin the
Bank Deposit Program Disclosure Statement, whighrdvided

to you with your account opening materials. If yaue

participating in the Bank Deposit Program, pleassdrthe Bank
Deposit Program Disclosure Statement carefully.

Money Market Funds.

We may, in our sole discretion, offer Money Marketnds as
Sweep Investments. The only Money Market Fundsanently
available in the Program are affiliated with MSSBYou

understand that purchases and redemptions of Mafeket

Fund shares offered as Sweep Investments may éetedfonly
through MSSB and that you may not directly accassMoney
Market Fund.
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If a Money Market Fund is your Sweep Investmentu yo
authorize us, as your agent, to make investmentsaim
redemptions from, the Money Market Fund.

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

procedures may vary. Before you invest in any Mohyrket

Fund, read its prospectus carefully. Money MaFaid shares
are neither insured nor protected by the FDIC. stment in any
money market fund is a purchase of securities due 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 remain uninvested or be investecdeBDP.

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 autcaljti
change it back to your previous Sweep Investmeah éf/you
meet the minimum initial investment and/or balance
requirements. You must contact your Financial Advi® do so.
However, if a pattern develops of falling below thenimum
balance requirement, we may preclude you from itivgsin
that Sweep Investment in the future.

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

Since the Money Market Funds are sponsored or neghay
MSSB affiliates, those MSSB affiliates receive advy fees and
may receive other fees from the Money Market Fuifideur
account cash balances are invested in the MonekeWi&unds.
Therefore, MSSB has a conflict of interest in sttec or
recommending the Money Market Funds as your Sweep
Investment. For Retirement Plans with cash balaimessted in
Money Market Funds sponsored or managed by MSSEatd8,
certain fees received and retained by such MSSBas#s will

be credited to the account or offset against thésady program
fee. Please see the attached Exhibit “Affiliatedridy Market
Funds Fee Disclosure Statement and Float Disclosure
Statement” for more details.

The above provisions may not apply if you are notU®.
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. Compensation to Financial Advisors

If you invest in one of the programs described in Brischure,
a portion of the fees payable to us in connectiath wour
account is allocated on an ongoing basis to yourarkgial
Advisor. The amount allocated to your Financial &dv in
connection with accounts opened in programs desgrib this



Brochure may be more than if you participated ineotMSSB
investment advisory programs, or if you paid sefgdyafor

investment advice, brokerage and other servicefie rate of
compensation that MSSB pays Financial Advisors witspect
to program account fees may be higher than thethateMSSB
pays Financial Advisors on trades executed in &etsn-based
brokerage accounts. Your Financial Advisor mayrdfere

have a financial incentive to recommend one ofpftugrams in
this Brochure instead of other MSSB programs ovises.

If you invest in one of the programs describedhis Brochure,
your Financial Advisor may agree to charge a fes kan the
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 PM program and otherisady

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 finanitiaéntive not
to reduce fees below that threshold.

ltem 5: Account Requirements and
Types of Clients

Account Minimums.
minimum account size of $10,000.
generally has a minimum account size of $10,000,000

Types of Clients. MSSB’s clients include individuals, trusts,

banking or thrift institutions, pension and prddharing plans,
plan participants, other pooled investment vehi¢teg., hedge
funds), charitable organizations, corporationsgnthusinesses,
state or municipal government entities, investmelobs and
other entities.

Iltem 6: Portfolio Manager Selection
and Evaluation

A. Selection and Review of Portfolio
Managers for the Programs

Eligible Financial Advisors
In the programs described in this Brochure, younaFRcial
Advisor generally acts as the portfolio manager.

There are three levels of FA Portfolio Management
Certification; Level 1, Level 2 and Level 3. MSS8ects FAs
for participation in each level based on critetiatsas approval
by Branch Manager; passing an appropriate exarmimdtngth
and type of FINRA and (if applicable) state registn; and
client assets under management. Other criteriaaisaybe
applicable for selection for some or all levelsvéle2 FAs are
subject to more stringent selection criteria thamdl 1 FAs, and
are given greater flexibility to manage client acets within the
PM guidelines than Level 1 FAs. Level 3 FAs arbjsct to
more stringent selection criteria than Level 2 HAg, are
afforded higher service levels and may be giveatgre
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flexibility to manage client accounts within the RjMidelines
than Level 2 FAs..

ICAP accounts are managed by Financial Advisors areo
experienced in managing corporate cash and hawvessfally
completed an educational program that includessesuork in
investment analysis and portfolio management.

Under certain circumstances, based primarily on Rimancial
Advisor's prior investment experience, the Pordoli
Management Group Director may waive the some obfathe
Financial Advisor selection criteria for any prograescribed in
this Brochure.

Calculating Financial Advisors’ Performance

In the programs described in this Brochure, we uate
performance using a proprietary system. MSSB alloertain
Financial Advisors to create a composite perforreat@ck
record for accounts they manage in a similar style.

Each month, MSSB’s Performance Reporting Group ereyi
and tests certain client accounts with performadegiating
from the average return of the applicable compasfitgccounts.
It then reviews how performance was calculated tloese
accounts.

Some Financial Advisors hire a third party (suchAeshland

The PM program generally has a Partners & Co. LLP) to review composite to detemmihthe
The ICAP programpreparation,

presentation and calculation of invest
performance results for a composite are fairly g@né=d in all
material respects.

B. Conflicts of Interest

Conflicts of Interest — Financial Advisor Acting asPortfolio
Manager; Advisory vs. Brokerage Accounts.

In the programs described in this Brochure, younaRcial
Advisor generally acts as the portfolio manager.S98 and, in
turn, the Financial Advisor, retain a greater portiof the
advisory fee in these programs than in those inclwhan
unaffiliated investment manager acts as your plotimanager.
MSSB and the Financial Advisor may earn more corspton
if you invest in a program described in this Braghthan if you
open a brokerage account to buy individual seasritalthough,
in a brokerage account, you would not receivetallienefits of
the program described in this Brochure). Finanéidvisors
and MSSB therefore have a financial incentive toonemend
the programs described in this Brochure.

This creates a conflict of interest for Financialvisors and
MSSB, as there is a financial incentive to recominemne of the
programs described in this Brochure.

We address these conflicts of interest by disctpsivem to you
and by requiring Financial Advisors’ supervisorgé@iew your
account at account-opening to ensure that it isisk@ for you in
light of matters such as your investment objectiaed financial
circumstances.

Other Conflicts of Interest



As well as the conflicts of interest arising frorauy Financial
Advisor acting as portfolio manager, MSSB has uasi@ther
conflicts of interests relating to the programsadiéed in this
Brochure.

Payments from Mutual Funds. The only Mutual Funds
offered in the programs described in this Broch{ather than
Money Market Funds) are those that have agreedyoup the
types of payments described above in Iltem 4.C.

Payments from Fund ManagersPlease see Item 4.C above account).

(Additional Fees — Funds in Advisory Programs),lilding the
discussion of Global and Emerging Partners, for eor
information.

Managers of Funds (“Managers”) may also sponsor ihen
educational conferences and pay expenses of Falahdvisors
attending these events. MSSB'’s policies requiré tte training
or educational portion of these conferences corapris
substantially all of the event. Managers may spoerdocational
meetings or seminars in which clients as well asafcial
Advisors are invited to participate.

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

We address conflicts of interest by ensuring thmt payments
described in this “Payments to Fund Managers” saatio not
relate to any particular transactions or investmaewade by
MSSB clients with managers. Managers are not requio
make any of these types of payments. The payntestsribed
in this section comply with FINRA rules relating teuch
activities.

Different Advice. MSSB, MS&Co. and their affiliates may
give different advice, take different action, remeimore or less
compensation, or hold or deal in different secesifior any other
party, client or account (including their own acotauor those of
their affiliates) from the advice given, actions ken,
compensation received or securities held or deait your
account.

Trading or Issuing Securities in, or Linked to Sedgties in,
Client Accounts. MSSB, MS&Co. and their affiliates may
provide bids and offers, and may act as a principarket
maker, in respect of the same securities heldienthccounts.
MSSB, the investment managers in its programs, M&&&nd
their affiliates and employees may hold a positiong or short)
in the same securities held in client accounts. \88& MSSB,
and/or their affiliates are regular issuers of @&adfinancial
instruments linked to securities that may be puseban client
accounts. From time to time, MSSB (or an affiligterading —
both for its proprietary account and for client @aets — may be
detrimental to securities held by a client and tlumeate a
conflict of interest. We address this conflict digclosing it to
you.
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Trade Allocations.Your Financial Advisor may aggregate the
securities to be sold or purchased for more tham dient to
obtain favorable execution to the extent permitigdaw. The
Financial Advisor will then allocate the trade imanner that is
equitable and consistent with MSSB'’s fiduciary duty its
clients (including pro rata allocation, random e#iion or
rotation allocation). Allocation methods vary degdimg on
various factors (including the type of investmeahg number of
shares purchased or sold, the size of the accoants,the
amount of available cash or the size of an exigpiogjtion in an
The price to each client is the average for the
aggregate order.

Services Provided to Other ClientsMSSB, MS&Co.,
investment managers and their affiliates provideadety of
services (including research, brokerage, asset geament,
trading, lending and investment banking services)fch other
and for various clients, including issuers of sé@s that MSSB
may recommend for purchase or sale by clients @o#rerwise
held in client accounts, and investment managefivens in the
programs described in this Brochure. MSSB, MS&Co.,
investment managers and their affiliates receivengansation
and fees in connection with these services. MSSE\ms that
the nature and range of clients to which such eesviare
rendered is such that it would be inadvisable talue
categorically all of these companies from an actoun
Accordingly, it is likely that securities in an aemt will include
some of the securities of companies for which MSEBB&Co.,
investment managers and their affiliates or ariatfi performs
investment banking or other services.

Restrictions on Securities Transactionhere may be periods
during which MSSB or investment managers are nomjied
to initiate or recommend certain types of transmdiin the
securities of issuers for which MS&Co., or onetefaffiliates is
performing broker-dealer or investment banking e or have
confidential or material non-public information. rthermore, in
certain investment advisory programs, MSSB maydrepelled
to forgo trading in, or providing advice regardiniglorgan
Stanley Parent securities, and in certain relagedrities. These
restrictions may adversely impact your accountqremaince.

MSSB, the managers and their affiliates may alsoeld@

analyses and/or evaluations of securities sold ipr@gram

described in this Brochure, as well as buy and isédirests in
securities on behalf of its proprietary or cliegtaunts. These
analyses, evaluations and purchase and sale mdivire
proprietary and confidential, and MSSB will not dase them
to clients. MSSB may not be able to act, in respdatlients’

account, on any such information, analyses or etalns.

MSSB, investment managers and their affiliates e

obligated to effect any transaction that MSSB ananager or
any of their affiliates believe would violate fedepr state law,
or the regulations of any regulatory or self-retpig body.

Options Flow PreferencingWhen MSSB processes an options
transaction for your account, our affiliate MS&Qoay be given
preference as to the execution of such transactitdS&Co.
will only be given such preference if the pricesndtich it can
execute the transaction are equal to or lower tharbest price



quoted on the relevant exchange. Because of thfenence,
MS&Co. can generate larger trading volumes and @msgtion.
Both MSSB and MS&Co. continue to have an obligation
obtain best price and execution terms for clieangactions
under prevailing circumstances and consistent afplicable
law.

Research ReportsMS&Co. does business with companies°

covered by its research groups. Furthermore, MS&®dl its
affiliates and client accounts may hold a tradimgipon (long
or short) the securities of companies subject whswsearch.
Therefore, MS&Co. has a conflict of interest thauld affect
the objectivity of its research reports.

Certain Trading SystemdaVISSB may effect trades on behalf of
client accounts through exchanges, electronic comation
networks or other alternative trading systems (tiiimg
Systems”), including Trading Systems in which MS8Biits
affiliates may have a direct or indirect ownersimferest, or on
which MSSB or its affiliates may have a board séatcertain
instances, MSSB and/or its affiliates may be deetoecbntrol
one or more of such Trading Systems based on te¢ & such
ownership interest, and whether MSSB or its affiéa are
represented on the board of such Trading SystefmsISISB
directly or indirectly effects client trades thrdugrrading
Systems in which MSSB or its affiliates have an eghip
interest, MSSB or its affiliates may receive aniiect economic
benefit based on their ownership interest. In aamluitsubject at
all times to its obligations to obtain best exemutifor its
customers’ orders, it is contemplated that MSSBI wolute
certain customer order flow to its affiliates. Gamtly, MSSB
and/or its affiliates (including affiliates of MS&C) own over
5% of the voting securities of certain Trading &ys$, including
BATS Trading, Inc., operator of BATS Global Marketsc.
(commonly known as “BATS"); BIDS Holdings LLC
(commonly known as “BIDS”); MTS Portugal; iISWAP; &h
MuniCenter; BOX Options Exchange, LLC; OTC DerivNahd
TradeWeb. The Trading Systems on which MSSB trddes
client accounts and in which MSSB or its affiliatesn interests
may change from time to time. You may contact yBimancial
Advisor for an up-to-date list of Trading Systenms which
MSSB or its affiliates own interests and on whic&&B and/or
MS&Co. trades for client accounts.

Certain Trading Systems offer cash credits for mdthat
provide liquidity to their books and charge expliéees for
orders that extract liquidity from their books. Fraime to time,
the amount of credits that MSSB and/or MS&Co. reedrom
one or more Trading System may exceed the amowttish
charged. Under these limited circumstances, sug/meats
would constitute payment for order flow.

Certain Trading Systems through which MSSB and/&&@o.
may directly or indirectly effect client trades e
transactions on a “blind” basis, so that a partyttransaction
does not know the identity of the counterpartyh® transaction.
It is possible that an order for a client accounat tis executed
through such a Trading System could be automagicaditched
with a counterparty that is (i) another investmadtisory or
brokerage client of MSSB or one of its affiliatas(iy) MSSB or
one of its affiliates acting for its own proprigtaccounts.
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Transaction-Related Agreements with MS&Co. and Afftes.
In connection with creating the joint venture, agrtagreements
were entered into between or involving some oro&IMSSB,
MS&Co. and their affiliates. Some of these agredasien
including the following, remain in effect even tlghuMSSB is
now a wholly owned subsidiary of Morgan Stanleyepar

Order Flow. An agreement that, subject to best execution,
MSSB will transmit an agreed percentage of clierteos

for the purchase and sale of securities to MS&QCuml is
affiliates. MSSB has a conflict of interest in tsamtting
client orders to these entities.

« Distribution. An agreement that, in return for the payment
of certain fees and expenses, MSSB will market and
promote certain securities and other products wmitgen,
distributed or sponsored by MS&Co. or its affilisté1SSB
has a conflict of interest in offering, recommengior
purchasing any such security or other product tdoorits
investment advisory clients.

Affiliated Mutual Funds. Certain of the Mutual Funds in the
PM program are affiliated with MSSB. However, Mut&ainds
affiliated with MSSB (except the Money Market Funil not
be available to Retirement Plans. Although someuslluFunds
may be available in more than one MSSB programh eac
program may offer investment products and othetufea that
are not available in other MSSB programs. You ustdeid that
MSSB and our affiliates will receive more aggregate
compensation when the PM Financial Advisor selechutual
Fund that is affiliated with MSSB than if the PMnB&ncial
Advisor selects a Mutual Fund that is not affilchteith MSSB.
The selection of a MSSB affiliated Mutual Fund nmelgo be
more costly to your account than other options.attdition,
some Mutual Funds that are affiliated with MSSB nudnarge
higher fees than other affiliated Mutual Fund$hus, MSSB
and our Financial Advisor have a conflict of int&revhen
selecting Mutual Funds. Similarly, if a Mutual Funsl not
affiliated with us but we have an ownership shar¢he Mutual
Fund’s manager, we and our Financial Advisors taweenflict
of interest in selecting that Mutual Fund becaasean owner of
the Mutual Fund’s manager, we benefit from its psof

Affiliated Sweep Investments. MSSB has a conflict of interest

in selecting or recommending BDP or Money Markehdaias

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

Nonpublic Information. In the course of investment banking
or other activities, MSSB and its affiliates magrfr time to time
acquire confidential or material nonpublic informat that may
prevent them, for a period of time, from purchasorgselling
particular securities for the account. You acknagke and agree
that MSSB and its affiliates will not be free tordlige or to act
upon this information with respect to their advisor brokerage
activities, including their activities with regatd the account.
This may adversely impact the investment perforraaoicthe
account.

Consulting Group Trust Services. MSSB has made
arrangements to have a number of external trustpeoras
participate in CG Trust ServicesPlease see Iltem 4.A abover
a full description of services and potential cart8iof interest



C. Financial Advisors Acting as Portfolio

Managers

Description of Advisory Services
See Item 4.A above for a description of the sesvaffered in
the programs described in this Brochure.

Tailoring Services for Individual Clients

You may ask your portfolio manager to manage yagoant
pursuant to a particular investment strategy. Hhe {CAP
program your Financial Advisor will manage your @agt in
accordance with your IPS (as discussed above im UeA).
You may also place restrictions on your accountdiasussed
above in Item 4.A).

Wrap Fee Programs

MSSB acts as both the wrap fee program sponsor thed
portfolio manager in the programs described in Biechure.

MSSB does not act as portfolio manager in any @uogrwhich

are not wrap fee programs but are otherwise sintiaithe

programs described in this Brochure. MSSB recealéthe

client fees for its services provided in the progsadescribed in
this Brochure.

Performance-Based Fees
The programs described in this Brochure do not gshar
performance-based fees.

Methods of Analysis and Investment Strategies

Financial Advisors in the programs described irs tBrochure
may use any investment strategy when providing stmaent
advice to you. Financial Advisors may use assktcation
recommendations of the Morgan Stanley Smith BaiGé&bal
Investment Committee as a resource but, if so,ethisrno
guarantee that any strategy will in fact mirror teaick these
recommendations. Investing in securities involkiek of loss
that you should be prepared to bear.

MSSB'’s cash policy applies to the PM program. Pbécy is
intended to provide tactical flexibility in alloéay assets to
Money Market Funds or the BDP program. While theay be
individual circumstances or tactical reasons toreeégyht these
assets in your account, holding these assets asfparstrategic
allocation for an extended period of time couldedely impact
account performance.
percentage and duration guidelines for these assatswill
cease charging you an advisory fee on the portidhase assets
that exceeds our internal guidelines for so longuwsh portion
exceeds the guidelines.

Policies and Procedures Relating to Voting Client&urities
Electing Who Votes Proxies. If you have an account in the PM
programs, you may elect to:

e retain the authority and responsibility to vote »es for
your account

» delegate discretion to vote proxies to a third yddther
than MSSB) or
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When an account exceeds MSSB

e if your account assets are custodied with MSSBhaize
us to vote proxies for such securities and recedlated
materials.

Unless you authorize us to vote proxies, we witivard to you
any proxy materials that we receive for securitiasyour
account. Unless we vote proxies for you, we caadeise you
on particular proxy solicitations. If we vote pregifor you, you
cannot instruct us on how to cast any particuldevo

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

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

To assist us in our proxy voting responsibilitiese have
engaged ISS, a third party provider of corporateegmance
services. ISS provides in-depth research, anabsis voting
recommendations, as well as vote execution, agditmd
consulting assistance to handle proxy voting resitdlity.
Except as described below, MSSB votes in a manmesistent
with ISS’ policy guidelines and vote recommendatioRecause
ISS makes its recommendations based on its indepgnd
objective analysis of the economic interests ofredhalders, its
process ensures that we vote in clients’ best éster and
insulates our voting decisions from conflicts deiests.

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

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

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

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

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

You may obtain from your Financial Advisor, on regti

« a complete copy of MSSB’s proxy voting policies and
procedures (including a copy of ISS’ policy guidet and
vote recommendations in effect from time to time) o



« information on how proxy votes have been cast ooryo

behalf during the prior annual period.

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

ltem 7: Client Information Provided to
Portfolio Managers

The Financial Advisor is the portfolio manager e torograms
described in this Brochure. The Financial Advibass access
to the information you provide at account openintn the PM

program, this includes information in the clientofile and

investment questionnaire you complete as part efabcount
opening process.

Item 8: Client Contact with Portfolio
Managers

In the programs described in this Brochure, you roagtact
your Financial Advisor at any time during normalsmess
hours.

Item 9: Additional Information

Disciplinary Information

This section contains
disciplinary events.

information on certain legahd

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

- In 2004, the NYSE brought an administrative actdlaging
that MS&Co. and MSDW (1) failed to ensure delivesfy
prospectuses in connection with certain sales ofiritées;
(2) failed to timely and accurately file daily pragn trade
reports; (3) erroneously executed certain sell rdmn a
minus tick for securities in which MS&Co. held aosh
position; (4) failed to timely submit RE-3 in comtien with
certain matters; (5) hired certain individuals ®abj to
statutory disqualification and failed to file firgeint cards
for certain non-registered employees; (6) failedctonply
with requirements concerning certain market-oneland
limit-on-close orders; and (7) failed to reasonatlypervise
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 custosmwho
received allocations of IPOs to place purchase rerder
additional shares in the aftermarket. The SEC didatiege
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fraud or impact on the market. On January 25, 2005,
MS&Co. agreed to the entry of a judgment enjoining
MS&Co. from future violations and the payment of$40
million civil penalty. The settlement terms recalveourt
approval on February 4, 2005.

In March 2005, the SEC entered an administrative Ggase
and desist order against CGM for two disclosurkufas by
CGM in offering and selling mutual fund shares.sHyr,
CGM received from mutual fund advisers and distobsi
revenue sharing payments, in exchange for which CGM
granted mutual funds preferential sales treatnieimé. order
found that CGM did not adequately disclose its nexe
sharing program to its clients, in violation of tBecurities
Act of 1933 (“Securities Act”) and Rule 10b-10 undke
Securities Exchange Act of 1934 (“Exchange Act”).
Secondly, on sales of Class B mutual fund shar@sriounts
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 tnmpac
client investment returns, depending on the amaurgsted
and the intended holding period. The SEC order wexds
CGM, required CGM to cease and desist from future
violations of the applicable provisions, and reqdiCGM to
pay a $20 million penalty.

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

to purchase Class B and Class C shares, the diffesein
share classes and that an equal investment in Blassires
generally would have been more advantageous for the
clients. The NASD also found that CGM’s supervisand
compliance policies and procedures regarding Ckasnd
Class C shares had not been reasonably designedstoe
that SB Financial Consultants consistently providddquate
disclosure of, or consideration to, the benefitéhef various
mutual fund share classes as they applied to icdali
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 willfully kted
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 psiygpa
new transfer agent arrangement with an affiliatexhdfer
agent that: First Data Investors Services GroupirgtF
Data”), the Smith Barney Funds’ then-existing tfanagent,
had offered to continue as transfer agent and dostime



work for substantially less money than before; @itigroup
Asset Management (“CAM"), the Citi business uniatth
includes the Smith Barney Funds’ investment manaager
other investment advisory companies, had entertedairside
letter with First Data under which CAM agreed to
recommend the appointment of First Data as sulsfean
agent to the affiliated transfer agent in exchargmong
other things, for a guarantee by First Data of Hieec
amounts of asset management and investment baféeado
CAM and CGM. The order also found that SBFM and CGM
willfully violated section 206(2) of the AdviserscA by
virtue of the omissions discussed above and other
misrepresentations and omissions in the materialaged to
the Smith Barney Funds’ Boards, including the faluo
make clear that the affiliated transfer agent waddh a high
profit for performing limited functions while FirsData
continued to perform almost all of the transfer rage
functions, and the suggestion that the proposezhgement
was in the Smith Barney Funds’ best interests &ad ho
viable alternatives existed. SBFM and CGM did & or -
deny any wrongdoing or liability. The settlemend diot
establish wrongdoing or liability for purposes afyaother
proceeding.

The SEC censured SBFM and CGM and ordered them to
cease and desist from violations of sections 2061
206(2) of the Advisers Act. The order required @tipay
$208.1 million, including $109 million in disgorgemt of
profits, $19.1 million in interest, and a civil menpenalty of
$80 million. Approximately $24.4 million has alrgatieen
paid to the Smith Barney Funds, primarily througke f
waivers. The remaining $183.7 million, includingeth
penalty, has been paid to the U.S. Treasury.

The order required SBFM to recommend a new traragfent
contract to the Smith Barney Fund Boards within 8i89s of
the entry of the order; if a Citi affiliate subneitt a proposal -
to serve as transfer agent or sub-transfer agent, a
independent monitor must be engaged at the expefise
SBFM and CGM to oversee a competitive bidding pssce
Under the order, Citi also must comply with an adegh
version of a vendor policy that Citi institutedAugust 2004.
That policy, as amended, among other things, regqutinat
when requested by a Smith Barney Fund Board, CAM wi
retain at its own expense an independent consutipgrt to
advise and assist the Board on the selection tdiceservice
providers affiliated with Citi.

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

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

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

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

On August 21, 2006, MS&Co. and MSDW entered into a
LAWC relating various finds that, at various timestween
July 1999 and 2005, MS&Co. violated a number of NDAS
and SEC rules. The violations related to areasidtict trade
reporting through the Nasdaq Market Center (forynerl
Automated Confirmation Transaction Service (ACT)jade
Reporting and Compliance Engine (TRACE) and Order
Audit Trail System (OATS); market making activies
trading practices; short sales; and large optioositipns
reports. The NASD also found that, at various tirdasng
December 2002 and May 2005, MSDW violated NASDsule
and Municipal Securities Rulemaking Board (“MSRBU)es
related to areas including trade reporting throtgbACE,
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 mondiiagy

of $2.9 million and agreed to make restitution e parties
involved in certain transactions, plus interesbnfrthe date
of the violative conduct until the date of the LAWC
MS&Co. and MSDW also consented to (1) revise their



written supervisory procedures; and (2) provideport that
described the corrective action that they compleigihg the
year preceding the LAWC to address regulatory ssared
violations addressed in the LAWC, and the ongoing
corrective action that they were in the processoofipleting.

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

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

to changes to those procedures, and to developter Ipéan

of distribution.

On July 13, 2007, the NYSE issued a Hearing Board
Decision in connection with the settlement of afoszement
proceeding brought in conjunction with the New @égrs
Bureau of Securities against CGM. The decision hbht
CGM failed to (1) adequately supervise certain bhan
offices and Financial Advisors who engaged in dégep
mutual fund market timing on behalf of certain ot from
January 2000 through September 2003 (in both ptami
and non-proprietary funds); (2) prevent the Finahci
Advisors from engaging in this conduct; and (3) mand
keep adequate books and records. Without admitting
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 jme&d to the
NYSE and half to be paid to the distribution fund)) a
penalty of $5 million to be paid to the State ofwN&ersey;
and (e) appointing a consultant to develop a ptarpay
CGM'’s clients affected by the market timing.

On September 27, 2007, MS&Co. entered into a 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 recorasfailed 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 establishd®&5
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million fund for the benefit of potentially affeactearbitration
claimants. In addition, MS&Co. was censured ancedrto
pay a $3 million regulatory fine and to retain adependent
consultant to review its procedures for complyingthw
discovery requirements in arbitration proceedirgating to
its retail brokerage operations.

On October 10, 2007, MS&Co. became the subjectrof a
Order Instituting Administrative and Cease-And-Besi
Proceedings (“October 2007 Order”) by the SEC. The
October 2007 Order found that, from 2000 until 2005
MS&Co. and MSDW failed to provide to their retall
customers accurate and complete written trade rroafions
for certain fixed income securities in violation dhe
Exchange Act and MSRB rules. In addition, MS&Co.swa
ordered to cease and desist from committing oringusny
future violations, and was required to pay a $7.i8ian
penalty and to retain an independent consultanteteew
MS&Co.'s applicable policies and procedures. MS&Co.
consented to the issuance of the October 2007 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 riphét
mutual fund trades that were placed or amended #ie
close of trading to be priced at that day’s closiry 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 éaefdgd
customers in variable annuity sub-accounts. Without
admitting or denying the SEC'’s findings, MS&Co. el 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 distritout
consultant.

In May 2005, MS&Co. and MSDW discovered that, from
about January 1997 until May 2005, their orderyesystems
did not check whether certain secondary market rites.
transactions complied with state registration reguents
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 resicesto
affected customers. MS&Co. settled the state regula
issues in a multi-state settlement with the 46 caffg state
and territorial jurisdictions. Under the settlemelS&Co.
consented to a cease and desist order with, aeg¢dgo pay
a total civil monetary penalty of $8.5 million te llivided
among, each of the 46 state and territorial jucisoins. The



first order was issued by Alabama on March 19, 2G0®i involving the ARS trading desk; and (b) required NL@&

orders are expected to be issued by subsequest stetr the refund certain underwriting fees to certain muratijgsuers.
coming months. In addition, as part of the settlement with New K,0€GM

paid a civil penalty of $50 million. CGM also agdeén
On August 13, 2008, MS&Co. agreed on the generaidef principle to pay to states other than New York withich it
a settlement with the NYAG and the Office of théndis enters into formal settlements a total of $50 willi CGM
Secretary of State, Securities Department (“ll&ipi(on paid $3.59 million of this $50 million to Texas part of the
behalf of a task force of the North American Seesi settlement with that state. CGM expects it will alea
Administrators Association (“NASAA")) with respetd the settlements with the remaining states.

sale of auction rate securities (“ARS”). MS&Co. een,
among other things, to repurchase at par approgign&4.5 - On March 25, 2009, MS&Co. entered into a LAWC with

billion of illiquid ARS held by certain clients d1S&Co. FINRA. FINRA found that, from 1998 through 2003,
which were purchased prior to February 13, 2008. MSDW failed to reasonably supervise the activitiéstwo
Additionally, MS&Co. agreed to pay a total fine 8B5 Financial Advisors in one of its branches. FINRAifd that
million. Final agreements were entered into wite MYAG these Financial Advisors solicited brokerage anestment
on June 2, 2009 and with Illinois on September20D9. The advisory business from retirees and potential gesir of
lllinois agreement serves as the template for ageeds with certain large companies by promoting unrealisticegiment
other NASAA jurisdictions. returns and failing to disclose material informatid-INRA

also held that MS&Co. failed to ensure that theusdes and
On November 13, 2008, in connection with the seitlet of accounts recommended for the retirees were properly
a civil action arising out of an investigation hetSEC into reviewed for appropriate risk disclosure, suitéypitind other
CGM's underwriting, marketing and sale of ARS, CGM, concerns. MS&Co. consented, without admitting omydieg
without admitting or denying the allegations of tB&C'’s the findings, to a censure, a fine of $3 milliondaestitution
complaint, except as to those relating to persandl subject of approximately $2.4 million plus interest to 90rrher
matter jurisdiction, which were admitted, consentedthe clients of the Financial Advisors.

entry in the civil action of a Judgment As To Defant

Citigroup Global Markets Inc. (“November 2008 MSSB'’s Form ADV Part 1 contains further informatiabout its
Judgment”). Thereafter, on December 11, 2008, tR€ S disciplinary history, and is available on requesdnf your
filed its civil action in the federal district cdufor the  Financial Advisor

Southern District of New York (“Court”). The Novemb

2008 Judgment, which was entered on December Z8 @0  Other Financial Industry Activities and Affiliation s

permanently enjoined CGM from directly or indirgct Morgan Stanley Parent is a financial holding co er the
violating section 'tLS(C) of the Exchange Act; (iipopid.es Bang Holding éompany Act of 1956. Mo?gannyspgr:?eyd?lt
that, on Igtgr motion O.f the SEC, the Court is “‘e"”?'F‘e is a corporation whose shares are publicly heldteatted on the
whether it is appropr@te to order that CGM pay il ¢ New York Stock Exchange. Prior to June 28, 201398 was
penalty pursuant to section 21(d)(3) of the E%.Cbehgt’ and 5 ned by a joint venture company which was indiyeotvned
if so, the amount of Fhe civil pena!ty; and (iijdered that e, by Morgan Stanley Parent and 35% by Citi. OmeJ28,
CGM'’s Consent be incorporated into the November8200 2013, Morgan Stanley Parent purchased Citi's 358érést in

Judgment and that CGM comply with all of the undkirigs MSSB. Accordingly, MSSB is now a wholly owned  iretit
and agreements in the Consent, which include ar tdfbuy subsidiary of Morgah Stanley Parent

back at par certain ARS from certain customers. $BEE’s
complaint alleged that (1) CGM misled tens of ttangs of
its customers regarding the fundamental naturendf résks
associated with ARS that CGM underwrote, marketed a
sold; (2) through its financial advisers, salesspanel and
marketing materials, CGM misrepresented to custerteat *  Securities underwriting, distribution, trading, mer,
ARS were safe, highly liquid investments comparatde acquisition, restructuring, real estate, projeciafice and
money market instruments; (3) as a result, nume@@ other corporate finance advisory activities

customers invested in ARS funds they needed to have merchant banking and other principa] investmerntviies
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 « asset management
customers held approximately $45 billion of iliuARsS,
instead of the liquid short-term investments CGMd ha
represented ARS to be. CGM reached substantiathjlasi
settlements with the NYAG and the Texas State $e=sir ¢  global custody, securities clearance services, ssadrities
Board (“TSSB”), although those settlements were lending.

administrative in nature and neither involved thied of a

civil action in state court. The settlements witke tNYAG ~ Broker-Dealer and FCM RegistrationsAs well as being a
and the TSSB differed somewhat from the settlemétii registered investment advisor, MSSB is register®a droker-
the SEC in that the state settlements (a) madéntisdthat ~ dealer and a futures commission merchant (“FCM”).

CGM failed to preserve certain recordings of tetaphcalls

Activities of Morgan Stanley Parent. Morgan Stanley Parent
is a global firm engaging, through its various sdiasies, in a
wide range of financial services including:

« brokerage and research services

trading of foreign exchange, commodities and stmect
financial products and
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Restrictions on Executing Trades.As MSSB is affiliated with
MS&Co. and its affiliates, the following restrictie apply when
executing client trades:

e MSSB and MS&Co. generally do not act as principal i
executing trades for MSSB investment advisory t$ien
(except to the extent permitted by a program agaddtv).

» Regulatory restrictions may limit your ability taugghase,
hold or sell equity and debt issued by Morgan ®tanl
Parent and its affiliates in some advisory programs

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

managed futures, hedge funds, funds of hedge fandsother
businesses.

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

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

Code of Ethics

The MSSB US Investment Advisory Code of Ethics (€9
applies to MSSB’s employees, supervisors, offiegrs directors

crossing networks) owned by MSSB, MS&Co. or theirengaged in offering or providing investment adwsproducts

affiliates.
These restrictions may adversely
performance.

impact client aoto

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

and/or services (collectively, the “Employees”).dssence, the
Code prohibits Employees from engaging in securitie
transactions or activities that involve a matertanflict of
interest, possible diversion of a corporate opputyy or the
appearance of impropriety. Employees must alwagseplthe
interests of MSSB's clients above their own and trmever use

investment advisory proggam knowledge of client transactions acquired in tharse of their

(including Morgan Stanley Investment Management .,Inc work to their own advantage. Supervisors are reguio use

Morgan Stanley Investment Management
Consulting Group Advisory Services LLC). If yowast your
assets in an affiliated mutual fund, MSSB and ffdigtes earn
more money than if you invest in an unaffiliated toal fund.
Generally, for ERISA or other retirement accouri$SSB
rebates or offsets fees so that MSSB complies W®& and
Department of Labor rules and regulations.

Morgan Stanley Investment Management Inc. and eIy
owned subsidiary Morgan Stanley Services Company, bnd
Morgan Stanley Investment Management Inc. serveaimous
advisory, management, and administrative capactbespen-
end and closed-end investment companies and othéolps
(some of which are listed on the NYSE).

Morgan Stanley Distribution Inc. serves as distidoifor these

open-end investment companies, and has enteredséhated

dealer agreements with MSSB and affiliates. Mor@ianley

Distribution Inc. also may enter into selected dealgreements
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 Services Company, Inc., an affiliateMSSB,
serves as transfer agent and dividend disbursirentagpr
investment companies advised by Morgan Stanley sknvent
Management Inc. and other affiliated investmentisetge and
may receive annual per shareholder account fees &owith
respect to them and certain nonaffiliated investrcempanies.

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,
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MSSB an

Limited andeasonable supervision to detect and prevent aoiations of

the Code by the individuals, branches and depatsrtbat they
supervise.

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

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.)

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

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

MSSB maintains a “Restricted List” of issuers fonigh it
may have material non-public information or othentticts
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 their supervisonstior
written approval or provide pre-trade notificatidrefore
executing certain securities transactions for tipEirsonal



securities accounts. All Employees must also folkpecial
procedures for investing in private securities seations.

» Certain Employees are subject to further restmstion their
securities transaction activities. PM Financial &dvs may
not trade in their own accounts (or certain accoimivhich
they or related persons have an interest) in theessecurity
as their advisory client(s) on the same day andrpa an
advisory client's trades is executed.
Advisors may trade derivatives in their own accsuf@nd
related person accounts) on the same day as lotigeas
trade is executed after the last client trade, @my if their
trading does not present a conflict with the clehiade.

e However, in the programs described in this Brochure

Financial Advisors may trade their own (and relgtedson)
accounts at the same time as they execute cliadedrif
they aggregate these trades with client trades.ey Thay
thereby acquire, and compete for, positions orrésts in
the same securities as their clients which maycaffee
security’s price, which constitutes a conflict oftdarest.
While Financial Advisors are required
transactions in a manner that is fair and equitabléheir
clients over time, client accounts may at timesnuoirectly
negatively impacted when Financial Advisors alsai¢r for
their own accounts. We address this conflict scldising
it to you. Please ask your Financial Advisor iuywould
like more information on the Financial Advisor'sagtices
in this respect.

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

Reviewing Accounts

At account opening, your Financial Advisor and lois her
Branch Manager (or the Branch Manager’'s designeenfirm
that the account and the investment style are ldeita
investments for you.

Your Financial Advisor is then responsible for ewing your
account on an ongoing basis. Your Financial Advismy
adjust your portfolio at any time according to merkonditions.
Your Financial Advisor will ask you at least anryalf your

investment objectives have changed. If your objestchange,
your Financial Advisor will modify your portfolicotbe suitable
for your needs.

The Portfolio Management Group reviews accountsy dii
determine if any investments are outside the praggaidelines
and, if so, requires your Financial Advisor and rigta Manager
to bring your account within the guidelines.

See ltem 4.A above for a discussion of accounersetts and
periodic reviews provided for your account.

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

MSSB’s Professional Alliance Group program allowertain
unaffiliated third parties to refer clients to MSSBIf the client
invests in an investment advisory program, MSSBsphg third
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to execute

party an ongoing referral fee (generally about 28%he portion
of the client fee that MSSB would otherwise allecad the
Financial Advisor). MSSB may pay a fee greatetess than
25% depending on the facts and circumstances of
relationship.

Financial Information

PM FinanciaMSSB is not required to include a balance she#ti;mBrochure

because MSSB does not require or solicit prepayroémhore
than $1,200 in fees per client, six months or mio@dvance.

MSSB does not have any financial conditions thatraasonably

likely to impair its ability to meet its contractuommitments to

clients.

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

the



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

Sweep Vehicles in Retirement Accounts and CESAs

Since the dates below (“Effective Dates”), the daling “Retirement Plan Accounts” (IRAs, EmployeenBét Trusts
(“EBTs"), Retirement Plan Management (“RPM Accountand Versatile Investment Program (“VIP") accas)ntand
Coverdell Education Savings Accounts (“CESAs”) hayenerally been effecting temporary sweep transastiof new
uninvested cash balances into Deposit Accountsbiestiad under the Bank Deposit Program (although Giannel
Retirement Plan Accounts did not begin using BDRhasSweep Investment until MSSB merged its SB @bhand MS
Channel in 2012):

» September 17, 20G@r IRAs (e.g., Traditional, Roth, Rollover, SERPAR-SEP, SIMPLE), and
e May 19, 2008or the remaining Retirement Plan Accounts (EBT, RPM and VIP accounts) and CESAs.

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

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

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

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

Now, as an alternative to the Deposit Account, Retient Plan Accounts and CESAs can choose to swegplLAF.

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

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

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

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

Interest Earned on Float

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

* new deposits to the account (including interestdimiiends) and

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

This interest is generally at the prevailing FetlEtmds interest rate.

Generally, with respect to such assets awaitingstment:

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

o when the custodian receives the assets on a Basibeg but after the NYSE closes, or on a day wichot 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 that term is defined andERISA or the Code) with respect to the Retirenfdan Account, the
table below describes the fees and expenses chtogeskets invested in shares of the money mauketsfin which the
account invests (expressed as a percentage ofwath average daily net assets for the statedlfiggar).  Note that:

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

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

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

operations in its annual report.

Morgan Stanley Investment Management (and/or iifaaés) may, from time to time, waive part of igglvisory fee or
assume or reimburse some of a fund’s operatingrsqgse (This may be for a limited duration.) Suctioas are noted in
the fund’s prospectus and/or statement of additiorfarmation. The table below shows the Total 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 fuimissweep purposes may be appropriate for RetineR&ns because
using professionally managed money market funasiyallyou to access cash on an immediate basis, puleding a rate
of return on your cash positions pending investmaAatis typical of such arrangements, we use offlljaded money funds
for this purpose.

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

The fund expense information below reflects the trmesent information available to us as of Febru2By 2014, and is
subject to change. Please refer to the funds’ nupespectuses, statements of additional infolonatind annual 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 0.25% 0.10% 0.07% 0.42% .26%
Active Assets Government Securities
Trust 0.45% 0.10% 0.12% 0.67% 0.14%
Active Assets Institutional Government
Securities Trust 0.10% None 0.07% 0.17% 0.14%
Active Assets Institutional Money Trust 0.10% None 0.08% 0.18% 0.17%
Morgan Stanley Liquid Asset Fund Inc. 0.23% 0.10% 1200 0.45% 0.23%
Morgan Stanley U.S. Government
Money Market Trust 0.35% 0.10% 0.10% 0.55% 0.16%
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