Morgan Stanley Smith Barney LLC MARCH 28, 2011

2000 Westchester Ave.
Purchase, New York 10577
(914) 225-1000

Consulting Group

Portfolio Management Group

This brochure provides clients with information abait Morgan Stanley Smith Barney LLC, its Consulting
Group, and the following investment management, cawulting and monitoring programs and services they

offer:

Alternative Investments Programs

Consulting Group Select UMA®

Global Investment Solutions

Legg Mason Private Portfolios

Smith Barney 401(k) Advisor Program®

Smith Barney Advisor

Smith Barney Collective Funds Asset Allocation $&v
Strategic Portfolios

TRAK CGCM

TRAK NAV

YOU SHOULD READ AND CONSIDER CAREFULLY THE INFORMAT ION CONTAINED IN THIS BROCHURE
BEFORE RETAINING MORGAN STANLEY SMITH BARNEY LLC TO PROVIDE ANY OF THE SERVICES
DESCRIBED. THIS INFORMATION HAS NOT BEEN APPROVED O R VERIFIED BY ANY GOVERNMENTAL

AUTHORITY.

Schedule H of Form ADV
SEC File Number 8070103

MorganStanley
SmithBarney

© 2011 Morgan Stanley Smith Barney LLC.
Member SIPC. Consulting Group is a business of
Morgan Stanley Smith Barney LLC.




Table of Contents

INTRODUGCTION ...ttt ettt e ettt e e e st e e e e s et e e e et e e s e s et e e e e e s rne e e e e e e snneeeeeeanrneas 3
ALTERNATIVE INVESTMENTS PROGRAMS ... .ottt ettt 3
CONSULTING AND EVALUATION SERVICES ......ooiiiiiiiit ittt 4
CONSULTING GROUP SELECT UMA®R......coiiiiiiiiiiieaiiiee ettt en e e e e e e e e e e 6
EXCHANGE TRADED FUNDS PROGRAM .....oiiiiiiiiiiii ittt 9
FIDUCIARY SERVICES—LEGG MASON MANAGER PROGRAM ...... .o 10
FIDUCIARY SERVICES ...ttt ettt e sttt e e et e e s e e e e s e e e e e s nennneeeenn 11
GLOBAL INVESTMENT SOLUTIONS ..ottt ettt e e s e e e e s 14
GUIDED PORTFOLIO MANAGEMENT PROGRAM ......cutiiiiiis ittt 16
INSTITUTIONAL CASH MANAGEMENT ...ttt oot e e e e e e e 17
INVESTMENT MANAGEMENT SERVICES PROGRAM......ccoiit ittt 18
LEGG MASON PRIVATE PORTFOLIOS PROGRAM ......ccoiiiit ittt 19
PORTFOLIO MANAGEMENT PROGRAM ....ooiitiiiiiiiiii ettt 21
SMITH BARNEY 401(K) ADVISOR PROGRAM® ........ccotiiiiiiiiiiiiiiiiiie ettt e s 22
SMITH BARNEY ADVISOR...... .ttt omt ettt e e e et e e e s s e e e e e et e e e s sn e e e e e s s asnnneeeeesnanes 26
SMITH BARNEY COLLECTIVE FUNDS ASSET ALLOCATION SERV ICE.....cccccccoiiiiiiiieene e 29
STRATEGIC PORTFOLIOS ...ttt ettt et e e e s s e e e e et e e e e s sn e e e e s s nennneeeeesnanes 29
TRAK CGCM .ottt ettt e e ookttt e e e e ettt e e e e et e e e e e e e et e e e e e et ne e e e e e s aanrrnr e e e e e nnrreeeeeaa 30
TRAK NAV ittt ettt e e et e e e e et e e e et e R e e e et ettt e et e e e e e e e e e e e et e e eee s 31
SERVICES PROVIDED BY MSSB AND CGM ...ttt 36
MSSB’S ROLE AS OVERLAY MANAGER......ciiiiiiiii et 37
ABOUT MSSB ...ttt ettt et e e e et e e e et e et et r e et e e e e e e e e e e a e aeenrae 50
POTENTIAL CONFLICTS OF INTEREST ...ttt 51
BIOGRAPHICAL INFORMATION ....coiiiiiiiiiiiiee ittt ettt sttt e s e e s s e e e e s e e e e s e ennnne s 66
DEPARTMENT OF LABOR PROHIBITED TRANSACTION EXEMPTIO  N...oooiiiiiiiiiiiiiieeeeee e 8.6



INTRODUCTION

Morgan Stanley Smith Barney LLC (“MSSB”), througk Smith Barney channel (hereinafter referred t6S&")
and its Consulting Group (“CG”) and Portfolio Mameagent Group (“PMG”), provides a variety of services
designed to meet the varying investment advisody ratated needs of individual and institutionakntis. Each
program described in this brochure offers some Ibofathe following services: selection of, or againce in
selecting, an investment adviser; ongoing evalaatind review of investment advisers; evaluation swiew of
the composition of selected portfolios; discretigngortfolio management; custody; execution; angores of
activity in a client’'s account. In the Consulti@oup programs, the portfolio management of cleetounts is
undertaken by investment management firms that anagyay not be affiliated with MSSB. However, inrBolio
Management Group, MSSB, acting primarily througk tient’'s Financial Advisor (the “Financial Advisp
undertakes management of the client’'s accounts.

Certain programs and services described in thishw@ facilitate the retention by a client, or bys§B on a
client's behalf, of investment management firms tfeg provision of portfolio management serviceafoimation
related to each specific investment manager isatoed in a separate brochure, and available upmurest through
a client’s Financial Advisor.

On January 13, 2009, Morgan Stanley and Citigraugp (“Citi") agreed to combine the Global Wealth hMdgement
Group of Morgan Stanley & Co. Incorporated (“Mordatanley”) and the Smith Barney division (“SmithrBay”)
of Citigroup Global Markets Inc. (“CGM”) into a nejwint venture (the “Transaction”). The Transaotwosed on
June 1, 2009. The joint venture created as atre$uthe Transaction owns MSSB, an investment axivand
broker-dealer that is registered with the Secwwriéied Exchange Commission.

MSSB’s advisory services are provided through tvistridution channels. One distribution channel eyatly
provides the advisory programs previously provithgdSmith Barney and/or CGM and generally providesse
programs through the same businesses and retatidas as did Smith Barney and/or CGM (the “SB Ciwdil).
The other distribution channel generally provides advisory programs previously provided by Mor@anley’s
Global Wealth Management Group and generally pewithese programs through the same businessegtard r
locations, as did Morgan Stanley’s Global Wealthisigement Group.

As a result of the Transaction, some of the sesvfmeviously provided by SB are provided by or tigio MSSB
while other services are provided by CGM. CGM & part of the new joint venture, but continuesptovide
certain services in relation to Clients’ accourgsdascribed in the section below entitled “Servipesvided by
MSSB and CGM,” which explains the respective ralad functions of CGM and MSSB.

Clients should read and consider carefully the infanation contained in both this brochure and any reévant
investment manager brochure. While MSSB believeshat its professional investment advice can work to
benefit many clients, there is no assurance that ¢hobjectives of any client in any of the programseabcribed
will be achieved.

ALTERNATIVE INVESTMENTS PROGRAMS

Services Provided

In the Alternative Investments Programs, MSSB skddintify, evaluate and propose to the client, raliéive
investments for the investment of funds held inclient's account. The alternative investments miagnay not be
affiliated with MSSB. MSSB, an affiliate or a tHiparty retained by MSSB (collectively, the “Revij shall
review, or cause to be reviewed, each alternativestment that MSSB proposes and may or may nats isole
discretion, create and make available a writterntepf such review. MSSB shall base its proposahe client on
information conveyed to it in writing by the clieahd such additional information as is reasonabtyuired by
MSSB to provide an appropriate proposal. This isoa-discretionary service, and clients are resptsgor
executing participation agreements directly witbhealternative investment. Client acknowledgesleustands and
agrees that MSSB is NOT a fiduciary in this progréas defined in ERISA). The Reviewer’s evaluatimay
continue on an on-going basis, and MSSB may recardraetermination of the client’s participation irgst if the
Reviewer deems it advisable. In the event that BI8fkes a determination that a particular alteveativestment
previously proposed to, and subscribed by, thetlgeno longer an appropriate investment for theng it shall be
the client’s option (where possible) to change @ntinue to participate in the alternative investidithe client
wishes to continue to participate in the alterraiiwestment, MSSB shall no longer provide any meoendation



or advice regarding such alternative investmentoweler, client shall continue to pay MSSB the altive
investments consulting fee in recognition of theiea previously provided by MSSB and where applieaior
continuing services such as performance measureamhimonitoring. Depending upon the specific akitive
investment, such as an alternative investmentishatibject to a lock-up period, client may not bé&ao liquidate
the investment. Prior to investing, clients shorddiew the offering materials for such illiquidviestments, in
particular the terms of any restrictions on thenmture termination or liquidation of client’s invesent

Evaluations of certain alternative investmentsjuding but not limited to investments affiliatedtviMSSB, are
conducted by an independent consulting firm rethibyg MSSB and also in the business of evaluatirg th
capabilities of alternative investments. The iretefent consulting firm generally follows a methaxpl similar to
that used by the Reviewer in reviewing such altéveanvestments.

Special Considerations

As further described in the offering documents,rarestment in alternative investments can be higlitid, is
speculative and not suitable for all investorsvelting in alternative investments is intendede®perienced and
sophisticated investors only who are willing to b## high economic risks of the investment. Inees should
carefully review and consider potential risks befarvesting. Certain of these risks may includess of all or a
substantial portion of the investment due to legirg, short-selling, or other speculative practidask of liquidity,
in that there may be no secondary market for thed fand none expected to develop; volatility of mes
restrictions on transferring interests in the fupdtential lack of diversification and resultinggher risk due to
concentration of trading authority when a singleisar is utilized; absence of information regardirsguations and
pricing; complex tax structures and delays in &porting; less regulation and higher fees than aidiunds; and
advisor risk. Individual funds will have specifisks related to their investment programs that vaty from fund
to fund.

Fees

In exchange for its services, MSSB may charge auting fee, receive a fee from the alternativeestinent or its
sponsors or their affiliates, or a combination ofth Minimum account sizes are determined by fherrative
investment manager. Fees are negotiable basednumber of factors, which may result in a particuthent
paying a fee greater or less than the standard f@é® amount of compensation received by MSSB canité
affiliates may be greater if the alternative inwesit is managed by an MSSB affiliate, rather thammaffiliated
alternative investment manager. While the consglfee includes compensation for MSSB’s servidedpés not
include any fees or charges attributable to thentk participation in the alternative investmemt dhich the client
is separately responsible. MSSB's consulting febdsed on a percentage of the market value pib\igiethe
alternative investment manger as reflected in fhentis alternative investments account. In casbsre MSSB
receives a portion of the management fee paid ¢ieat to an alternative investments manager, aherey MSSB
charges a consulting fee, MSSB credits such fakealient’'s account. In cases where MSSB chargenaulting
fee, the standard annual fee charged by MSSB @2.5Clients maybe eligible for a discount from #t@ndard fee
if they have assets that meet specific break poiRtsase see the section below entitiEtieéht Fee Break Points.”

CONSULTING AND EVALUATION SERVICES

In the Consulting and Evaluation Services (“CES9d?am, MSSB provides clients with assistance lactimg one
or more investment management firms to manage #ugiounts. CGM (as clearing broker for MSSB) mksp a
provide trade execution, custody and related sesvicThe minimum account size is established byirttizidual
investment manager. In CES, the client typicaliyees into an investment advisory contract direetiyh the
investment manager. Many investment managemans favailable through CES are otherwise availablg tm
clients with significantly greater assets to invest

Services Provided

In CES, MSSB or an affiliate analyzes a client'gseistment objectives and recommends one or morestimeat
management firms in light of those objectives. dtemended managers may be affiliated or unaffiliatéth
MSSB.

MSSB does not exercise discretion for CES clierith vespect to the retention of an investment managstead,
MSSB makes recommendations, which the client maynay not follow. The client enters into an agreeimeith

MSSB relating to its services and also into a spanvestment advisory agreement with the investmeanager.
The manager is responsible for the implementatfcang restrictions placed by the client on the aeto There are
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no restrictions on the client’s ability to contactd consult directly with an investment managehoaigh clients are
encouraged to discuss their accounts with theimamgal Advisors. In addition to providing consnfii and
evaluation services regarding the client’'s useng&stment managers, CGM may perform custody, eietaind
related services.

Recommendation of Investment Management Firms

Investment managers are evaluated meeting the @pari Access Research standard, and periodicaligwed, as
described for the Fiduciary Services Program andessribed below in the section entitld@esearch in Advisory
Programs”

As in FS and FS Legg Mason (the “Fiduciary Servieesgrams”) described below, changes in a cliesttjectives

are communicated by MSSB to the managers retaiyethd client. Because CES clients have independent
contractual relationships with their investment agement firms, MSSB cannot terminate a manageedirae the
assets allocated to it in light of MSSB’s revievioefs. However, if those efforts indicate that mipiso is in a
client’s best interests, MSSB may recommend thattient take such action.

CG IAR also maintains a “Watch” policy for investmienanagers in its CES program. CG IAR’s “Watcbligy
is more fully described below under “Watch PolicyA Watch Status may, but is not certain to, resula
downgrade of the product’'s recommended status.

Account Information

CGM will confirm all transactions executed throu@&M (as clearing broker for MSSB) and provide actou
statements at least quarterly. Clients may eteetdive the receipt of trade confirmations aftex dompletion of
each trade in favor of alterative methods of comication. Clients whose assets are in CGM’s custailly
periodically receive a Performance Review, whichnisextensive statistical review and analysis efabcount. The
Performance Review is also available to clients sehassets are not in CGM’s custody, and a fee masharged
for this service.

Fees

CES services are available on an asset-based fég, méhere the clients’ fees to MSSB cover its ises/ in
reviewing and recommending investment managerselsas CGM'’s custody of securities and trade exeout
Clients bear the cost of commissions or other &etisn charges with respect to securities trade=ctlid by the
investment manager to firms other than CGM for ekeo. Alternatively, MSSB may be compensated aroa-
asset-based fee basis solely by collecting comarissbr other charges on transactions made for libat's
account. In either case, the client pays sepdeat to the investment manager employed. Tramsecth fixed
income and certain other securities may involvdeteaark-ups or mark-downs or other charges intamdio the
asset-based fees. To the extent investment mandgect trades in such securities to CGM for ekeay MSSB
may realize profits or losses in connection withlstrades that are separate from or additionahdofées paid by
the CES client, but will not charge the client amark-up or mark-down. See “GENERAL ACCOUNT
INFORMATION—Ad(ditional Information Regarding FeeachCharges.” Certain CES managers have entered int
“prime brokerage” arrangements with MSSB or CGM; vimich case, such managers may pay additional
compensation to MSSB in consideration for suchisesv However, clients of such managers will rottharged
any amount in addition to the manager fee and ¢les br commissions charged by MSSB. The standardah
CES asset-based fee charged by MSSB is 2.50%nt€heay be eligible for a discount from the staddae if they
have assets that meet specific break points. @Esesthe section below entitledlient Fee Break Points.”

Fees are negotiable based on the level of serpicmsded and types of securities traded, which mesult in a

particular client paying a fee either greater thatess than the standard fees. For accountsritirge $10 million,

fees generally are arranged separately on the béservices provided. Fees generally are paygbbaterly in

advance. In addition to fees paid to MSSB, in@EES program, clients pay investment managementsigsrately
to the investment manager. As an accommodatitinetelient, investment manager’s fees may be paythibbugh

MSSB, which debits the client’s account and rertfits advisory fee to the investment manager. MSSBoi

responsible for verifying the rate, or computing thanager fees or the value of the account usgtsitonnection.
In addition, the client will bear a proportionatease of the fees and expenses incurred by any irfutuds in which

the client is invested. The prospectus of eadhede funds describes these internal fees and sapémdetail. For
more information relating to fees please see thdmebelow entitled “Compensation from Funds.”



CONSULTING GROUP SELECT UMA ®

The Consulting Group Select UMA (“CG Select UMAMogram is a “Unified Managed Account” program. The
CG Select UMA program offers a combined portfolibe( “Portfolio”) implemented by an investment magag
(“Overlay Manager”) comprised of some or all of fielowing investment products (the “Investment éuots”):

(i) mutual funds; (i) ETF's; (iii) securities whicOverlay Manager shall invest in based on a mpddfolio (the
“Model Portfolio”) provided by one or more investntenanagers (“Sub-Managers”); and/or (iv) secuitiewhich an
Executing Sub-Manager (as defined below) shallshire based on its own investment decisions. Q@uygeMSSB,
acting through its MSSB Private Portfolio Groupigion, is the Overlay Manager. Please refer toSketions
below entitled MSSB’S ROLE AS OVERLAY MANAGER anBxecution of Transactions When MSSB is the
Overlay Managerfor more information on overlay manager servipesvided by MSSB. The minimum account
size for a CG Select UMA account is $25,000.

Services Provided

A Financial Advisor, or a MSSB employee, if appbts assists the client in the review and evalumatid
investment objectives for each account throughude of a questionnaire and, if appropriate, updatedidential
client information. Based on a review and evabratof the client’s investment objectives, MSSB oM&SB
affiliate, if applicable, and the client (or MSSB the event the client has elected Financial Adviiscretion or
Firm Discretion (as defined below)) shall seled®atfolio. A Portfolio is a multi-style investmeapproach that
allocates assets in the client account to spenifiestment strategies. In order to construct tfétio, unless the client
has elected the “custom” version of the Model (pdesee below), MSSB and the client will select deh¢a “Model”),
from among investment models pre-defined by MSERach of the available Models will represent a diffe asset
allocation appropriate for a different investmebjeative/risk tolerance. Unless the client hastel the “custom”
version of the Model (please see below), MSSB béllresponsible for setting the asset allocatiosach Model, and
adjusting the asset allocation from time to timéve&SB deems appropriate. This may include addésgtaclasses
to any Model, at any time that MSSB determines th& appropriate to do so (an “Asset Class Addit). At
times, there may be no allocation to some of tisetaglasses that were formerly in a Model. Untassclient has
elected the “custom” version of the Model, Finahéidvisor Discretion or Firm Discretion, if MSSB dsl an asset
class to a Model, MSSB will notify each client iihg that Model of the Asset Class Addition, ahalsfollow the
procedures outlined below for an Asset Class Aduliti

If the client has not elected the “custom” versibithe Model (please see below), the client mayoskdao adopt either
the “tactical” or “strategic” version of the ModeMSSB may leave the tactical or strategic Modskasgllocation

unchanged for as long as MSSB deems appropriatewvelkr, it is anticipated that MSSB will change Huset

allocation of the tactical version more frequenkigin that of the strategic version. Typically, MBS&ill change the

tactical Model asset allocation several times garywhile MSSB will change the strategic versialy@bout once

per year. Changes in the asset allocation or aetASlass Addition will likely result in transaat® in the client

account, and these transactions could have taxeqarsices for a taxable account.

If the client elects the “custom” version of the d&b, the client(or MSSB in the event the client has elected
Financial Advisor Discretion (as defined below))lwefine the Model by setting the asset allocafionthe Model
and adjusting the asset allocation from time toetias the client (or MSSB in the event the clierd biected
Financial Advisor Discretion (as defined below)ede appropriate. If the client elects the “custa@’sion of the
Model, unless the client has elected Financial saivDiscretion, the client (not MSSB) will determithe initial
asset allocation for the Model and will be respblesthereafter for any adjustments to the assetatilon of the
Model. The client's Financial Advisor may utilizecommendations of the MSSB Global Investment Cdtemi
(“GIC") as a resource in assisting the client ifiniag a custom Model. If the Financial Advisoretoutilize MSSB
GIC recommendations in connection with defininguatom Model, there is no guarantee that any Modé&hed
will in fact mirror or track MSSB GIC recommendati

Once MSSB and the client (or MSSB in the eventtieat has elected Financial Advisor Discretiondaned below))
have selected the Model, MSSB and the client (0EBI# the event the client has elected Financialigat Discretion
or Firm Discretion (as defined below)) will congtrihe Portfolio by populating each asset classpriming the Model
with one or more Investment Products. MSSB wileobne or more of each of the following Investmerbducts for
each asset class: mutual funds, ETFs and/or semaredunts which Overlay Manager shall invest gsetlaon a Model
Portfolio provided by one or more Sub-Managerswhich the Executing Sub-Managers (as defined belovést in



based on their own investment decisions). Unlesglfent has elected Financial Advisor Discretiofrirm Discretion,
if MSSB determines that the asset class that aMgariager or Investment Product is included in shbeldthanged (an
“Asset Class Change”), MSSB will notify each cliertlizing that Sub-Manager or Investment Producthe Asset
Class Change, and shall follow the proceduresraatibelow for an Asset Class Change. MSSB andi@vigtanager
will enter into agreements with each of the Sub-Mygans to be responsible for providing Model Padfoto Overlay
Manager or (in the case of Executing Sub-Managens)nvesting assets in client accounts based eir thwn
investment decisions.

With the client’s verbal, written or other conseMISSB may assign the client to a different Modelcbange Sub-
Managers or Investment Products in a client’s agicou

In the client agreement with MSSB, clients autherizach Sub-Manager that provides a Model Portftdio
implements its investment decisions directly) for lavestment Product selected for or by the cliémtact as
investment adviser to the client. The client attes each Sub-Manager, as investment adviseret@ltant, to
exercise discretion to select securities for thentk account by (i) delivering a Model Portfolto Overlay
Manager, which Overlay Manager will implement (®dbjto any client instructions accepted by OveNmnager),
or (i) (in the case of an Executing Sub-Managemnplementing its investment decisions directly. NBS@®ay
provide each Sub-Manager with such informatioraréing the client as may be reasonably necessathdoSub-
Manager to fulfill its obligations to the client dito MSSB and the Overlay Manager. The Sub-Managgy
delegate any or all of its functions to an afféidtor unaffiliated firm that meets MSSB'’s reseastandards,
provided that the Sub-Manager shall remain liabletfie performance of all its obligations in its@gment with
MSSB.

In the CG Select UMA program, clients may elect ‘thimancial Advisor Discretion” option, pursuantwdich the
client grants MSSB discretion to (a) select Sub-dgers or Investment Products for the client, (lgngje Sub-
managers and Investment Products and (c) (if tlemtchas elected the “custom” version of the Modigljine the
Model asset allocation and adjust the asset altmtdor the client. MSSB will exercise this disttoa primarily

through an MSSB employee (the “Discretionary FA¥)o shall initially be the client’s Financial Adeis If, for

any reason, and in the sole discretion of MSSB[tiseretionary FA is unable to render such servitamporarily
or permanently, or terminates his or her employmétit MSSB, MSSB shall continue to render such isesyand
shall promptly assign another Financial Advisoatb as the Discretionary FA on a temporary or peenabasis.

In the CG Select UMA program, clients may elect ‘fhiem Discretion” option, pursuant to which thdetit grants
MSSB discretion to (a) select Sub-Managers or mvest Products for the client and (b) change tHe8anagers or
Investment Products. Clients may choose any oribreé Firm Discretion options (mutual funds ori§,Fs only or
any Investment Product type), and only the typénaéstment Product designated by the client willutiézed to
populate the asset classes comprising the Modahvithie client has selected. If the client eledts Piscretion, the
client may not select a “custom” Model or Finandalvisor Discretion, and the client's account daes qualify for
Tax Management (as described below).

Pursuant to an agreement with MSSB, Overlay Managall invest and re-invest the assets in eachtdiecount,
except that, in certain strategies, Sub-Manageeseifafter “Executing Sub-Managers”; “Sub-Managdrgiludes
Executing Sub-Managers as the context requiregnene granted discretion by MSSB to implemenbnagendations
directly. The Overlay Manager will seek to mandge client's account in a manner consistent with Model and
Investment Products selected by the client and M&&Bthe Model Portfolio provided by any applicabid-Manager,
as qualified by any client instructions acceptedhsyOverlay Manager, including, without limitatjaamny, instructions
in connection with the client’s selection of Tax M@ement services for the account, as describedvbe(ISSB may
change the Overlay Manager (which change may ievBI8SB selecting an Overlay Manager that is optsaffiliated

with MSSB) in its sole discretion at any time aod &ny reason. If there is a disruption in thevises provided by
Overlay Manager for any reason, MSSB or an affili@iay act as Overlay Manager during the periotiefiisruption.
This may impact account performance. In additinrthe event of a disruption, MSSB may liquidate #pplicable
Portfolio (in whole or in part), and invest the peeds in an affiliated money market fund or otlashcequivalents.

Periodically, Overlay Manager will re-balance tliert’s account in accordance with a re-balancirgqrol specified
by MSSB and agreed to by Overlay Manager.

Each Sub-Manager, mutual fund and ETF includednasngestment Product shall be selected from thearse of
Sub-Managers, mutual funds and ETFs (which may ay not be affiliated with MSSB) with which MSSB has
entered into an agreement, and for which MSSB, filiate (or a third party retained by MSSB or dffilamte) has



performed research meeting MSSB’s “Access” reseatahdard, or more rigorous “Opinion” research déad,
and determined that MSSB can recommend the InvestPoduct. Please refer to the Section belowtledti
“Research in Advisory Prograinfor additional information on the evaluation aselection of mutual funds, ETFs
and Sub-Managers comprising Investment Products.

In the event that MSSB makes a determination thaheestment Product previously recommended tdeatcis no
longer approved for the Select UMA program, eitx@ra replacement Sub-Manager or Investment Proshetdt be
selected by MSSB and the client (or by MSSB if ¢lient elects Financial Advisor Discretion or Fiiscretion)
from recommendations provided by MSSB, or (y) thiseement shall automatically terminate upon a datected
by MSSB and communicated to the client with reabmadvance notice. Unless the client has eletited
Financial Advisor Discretion or Firm Discretion apt as described above, before a Sub-Manager @genigor an
Investment Product is selected for a client’s aspatsuant to this paragraph, MSSB or an affilisite attempt to
notify the client orally or in writing and will ampt to obtain the oral or written concurrence lué tlient.
However, MSSB need not seek or obtain the cliesdiscurrence if MSSB has not obtained oral or writi@ection
from the client regarding the change in an Investniroduct relating to an Investment Product Dowdgras
described above.

Notwithstanding the previous paragraphs, unlessdient has elected Financial Advisor Discretion Eirm
Discretion, MSSB will notify each client utilizing Sub-Manager or Investment Product impacted bszet Class
Change of the Asset Class Change. Such notifitaglmll include an appropriate Sub-Manager or lmest
Product (the “Change Default Product”) that ishie aisset class that the client has selected.e I€ltent does not
select a different Sub-Manager or Investment Prb¢tucchange to a different Model) prior to a dapecified by
MSSB in the notice of Asset Class Change, MSSB glihnge the Sub-Manager or Investment Producteo th
Change Default Product.

Notwithstanding the previous paragraphs, unlessclient has elected a “custom” Model, Financial Asdv
Discretion or Firm Discretion, MSSB will notify elacclient utilizing a Model impacted by any Asseta€d
Addition, of the Asset Class Addition. Such natifiion shall include an appropriate Sub-Managdneestment
Product (the “Addition Default Product”) for anysa$ class added to the impacted Model. If thentldmes not
select a different Sub-Manager or Investment Prb¢tucchange to a different Model) prior to a dapecified by
MSSB in the notice of Asset Class Addition, MSSBI wbpulate the new asset class with the AdditioefeDilt
Product.

Notwithstanding the preceding paragraphs, if ()amount in an Investment Product or Model in ents account
falls below the minimum for that Investment ProdactModel (due to re-balancing, market activityamy other
reason) or (b) a Sub-Manager elects to terminatéitestment advisory relationship with the clieWiSSB may
(without further consent from the client) transtbe client's assets to another appropriate InvestrReoduct or
Model, which Investment Product or Model has a mimin investment for which the client’s account dfiedi.

In the CG Select UMA program, a client may elegt t@anagement (“Tax Management”) services for thmamot.
In order to elect Tax Management services, thechaust complete and sign a Tax Management Serfocas and
deliver the signed form to MSSB. Tax Managementises may conflict with investment decisions opkgable
Sub-Managers and/or MSSB or Overlay Manager rebadgrdecisions. In the event and to the exteranyf such
conflict, the Tax Management services selectedhgydient will prevail and contrary MSSB, Overlayahager
and/or Sub-Manager investment advice will not bpl@mented for as long as such advice is contragutdh Tax
Management services. As aresult: (i) the accoayt not receive the benefits, including gains amided losses,
of certain recommended purchases and sales ofitleguand (ii) the account’s composition and perfance may
vary significantly from that of client accounts fehich similar Tax Management services have nohlsedected.

Account Information

CGM (as clearing broker for MSSB) provides cliewith confirmations of all transactions and accostattements
at least quarterly, and MSSB shall provide a péci®Erformance Review, which is an extensive stesisreview
and analysis of the accounClients with a CG Select UMA account may elect taiwe the receipt of trade
confirmations after the completion of each traddawor of alternative methods of communication.ie@is may
also receive mutual fund or ETF prospectuses, wagpeopriate.

MSSB or an affiliate will provide each client, prito delivery of the client agreement in executed, with a
Form ADV Part Il or similar document (the “DisclasuDocument”) and privacy notice (the “Privacy Neti) for
the Overlay Manager, MSSB and each Sub-Managers ddtument constitutes the Disclosure DocumentHer



Overlay Manager and MSSB. In the client agreemeath client consents to electronic delivery ofcldisure
Documents and Privacy Notices for MSSB, Overlay &gr and each Sub-Manager. The client may revuke t
consent to electronic delivery at any time by cotfitgy the client's Financial Advisor, revoking tleensent and
requesting paper copies of the Disclosure Docun@m®sivacy Notices.

In the CG Select UMA Program, a client may requestriting that certain specified securities notfhgchased for
his or her account. Also, a client generally mpgcify that certain categories of securities nopbechased. In this
event, the Overlay Manager will determine in itfesdiscretion the specific securities that will tbeated as falling
within the restricted category. In making thisetetination, the Overlay Manager may rely on outsiderces, such
as standard industry codes and research furnisheddependent service providers. Restrictions isegoby a
client on the management of the client's accoutit mat apply to or affect the internal managemehaanutual

fund or exchange traded fund purchased for theuatda accordance with the Portfolio selected by ¢hient. In

the event that a security or category of securiesestricted, the portion of the account that ldoave been
invested in such security or category of securitidsbe invested in cash or cash equivalents. s™ill impact the

performance of the account relative to an acccuattis fully invested in securities.

Fees

The client pays an asset-based fee to MSSB (theSBABee”), which covers investment advisory servicestody
of securities, trade execution with or through CGd,well as compensation to any Financial Advisdowever,
the Overlay Manager and Sub-Manager fees are sedewen the MSSB Fee. In addition, MSSB currendgeives

a fee of up to 0.12% from all participating mutdahds for non-ERISA assets. A portion of thesesfegay
represent revenue sharing if and to the extentthieat exceed what the mutual fund would otherwipeehpaid for
such services. Thus, MSSB has a conflict to recemtrmutual funds over separately managed accoui$©Es.
Also, certain transactions in fixed income and aiaerbther securities may involve dealer mark-upsark-downs
or other charges in addition to the asset-bases, f@ithough generally MSSB will not realize any iiddal
compensation. See “GENERAL ACCOUNT INFORMATION—Atdnal Information Regarding Fees and
Charges” and “Compensation from Funds”. The stahdanual MSSB Fee for the CG Select UMA Program is
2.00% of the market value of the client’'s account.

Fees are negotiable based on a number of factbishwnay result in a particular client paying a tgeater or less
than the standard fees. Fees are generally pagahlterly in advance. Also, if the Financial Astwi Discretion

option is chosen, the annual fee includes an adfditicharge for Financial Advisor discretionaryéses of 25% of
MSSB’s basic advisory fee described above for @ toaximum MSSB Fee of 2.50%. Clients may be lelégfor a

discount from the standard fee if they have asgets meet specific break points. Please see ttiosebelow

entitled ‘Client Fee Break Points.”

As indicated above, the mutual fund, ETF, Overlagnisiger and Sub-Manager fees are separate frontighefee
charged by MSSB. The Overlay Manager fee is up @012% asset-based annual fee. The Sub-Manazgenit
vary depending on the Sub-Manager and the investstetegy of the Sub-Manager. The asset-basedbhfees

of the Sub-Managers generally range from 0.20% .#b% for the CG Select UMA Program. For certain
investment styles there may be a mutual fund ampdrately managed account offered by the same imesst
management firm and, therefore, the underlyingstments in the separately managed account anduheahiund
may be substantially identical. Because the ugaylexpenses and fees of the separately managedscare
generally lower and the performance of a separateyaged account is generally higher than the croabjsa
mutual fund, if the client meets the minimum le@élinvestment for the separate managed accountligr may
have a financial benefit to select the separatelgjaged account as the investment product.

EXCHANGE TRADED FUNDS PROGRAM

The Exchange Traded Funds (“ETF") Program, a prmagaaministered by both the Portfolio Managementu@ro
(PMG) and Consulting Group, offers discretionandividualized management services to clients. mi@mum
account size is $25,000. The ETF Program operatasmanner substantially similar to the PM, GISl &PM
Programs. Any differences are noted in this sactio

Services Provided

ETF accounts are managed by selected FinancialsAdviwho have successfully completed the PM, GIGRM
educational programs that includes coursework vestment analysis and portfolio management; cugrdttld a



Consulting Group title; or have successfully congdean educational program that includes ETF inwest
analysis and portfolio management (“ETF PortfoliaMdger”). Under certain circumstances based pityngson
the FA's prior investment experience, this educaigrogram may be waived by Senior Portfolio Maragnt
Group or CG Management. Working in his or her I&&8 branch office, an ETF Portfolio Manager asshss or
her client in determining investment objectives #meh manages the client’s account on a discretyobasis in a
manner consistent with those objectives.

In managing client accounts, the ETF Portfolio Mgaras subject to certain guidelines establishe® ki and CG
relating to economic sector and security diveratfan, approval of securities which may be purctafes ETF
accounts and asset-mix parameters. Limited tydeeptions transactions (i.e., covered options wgtiand
protective put buying) may also be conducted.

Account Information

CGM provides clients with confirmation of all tramgions executed through CGM and account statenagriémst
quarterly; and MSSB shall provide periodic Perfongg& Reviews, which are extensive statistical amslys the
account.

Fees

Except in certain limited cases as described maltg below, the client pays an asset-based fee 5Bl which
covers investment advisory services, custody ofiriiies and trade execution with or through CGMrarisactions
in fixed income and certain other securities mayive dealer mark-ups or mark-downs or other crengeddition
to the asset-based fees, although generally MSHBhati realize any additional compensation. MSSBrently
receives a fee of up to 0.12% from all participgtmutual funds for non-ERISA assets. Thus, MSS8aaonflict
to recommend mutual funds over individual secwsitie ETF's. See “"GENERAL ACCOUNT INFORMATION—
Additional Information Regarding Fees and Charge3He standard annual fees for equity, balanced fixed
income accounts in the program are 2.00%. Clieratgbe eligible for a discount from the standardifékey have
assets that meet specific break points. Pleasdhgesection below entitledClient Fee Break Points.” The
minimum account size is $25,000.

Fees paid to MSSB in the ETF Program do not inclaternal expenses of the Exchange Traded Fundshvetne
assessed directly against the ETF. This couldecaudiscrepancy between the performance of the @&-the
performance of its respective benchmark.

Fees are negotiable based upon a number of fantusling, but not limited to, the type and sizellod account and
the range of services provided by the ETF PortfManager. In some instances clients may pay aehifge than
indicated in the fee table above. Fees are gdpgrayable quarterly and in advance. Becauseptugram does
not involve investment managers unaffiliated witis®B, MSSB retains the entire fee. In addition, dlent will
bear a proportionate share of the fees and expémsased by any mutual funds in which the clientinvested.
The prospectus of each of these funds describag tinéernal fees and expenses in detail. For rnmfoemation
relating to fees please see the section belowehtiCompensation from Funds.”

FIDUCIARY SERVICES—LEGG MASON MANAGER PROGRAM

Except as otherwise provided in this Section, tidei¢tary Services—Legg Mason Manager Program (B Legg
Mason Program”) operates in a manner substantgihjlar to the FS Program described immediatelyowel
However, in the FS Legg Mason Program, the investnmeanagement portfolios are offered by Legg Mason
Private Portfolio Group, LLC (the “Manager”) andeoar more investment managers that serve as sdeaslto the
Manager (the “Sub-Manager”). For the provisionpeoftfolio management services, MSSB acts as thel®yve
Manager. Please refer to the Sections below edttMSSB’S ROLE AS OVERLAY MANAGER an#xecution of
Transactions When MSSB is the Overlay Manafpgrmore information on overlay manager servipesvided by
MSSB.

Services Provided

The Sub-Managers available for new accounts in RBelLegg Mason Program currently are the following
investment management firms, each of which isiaféitl with the Manager: ClearBridge Advisors, L\M@estern
Asset Management Company and Brandywine Globalstmvent Management, LLC. The Consulting Group and
the Manager may agree from time to time to maketiaddl Sub-Managers available for new accountthin FS
Legg Mason Program, including Sub-Managers that wraynay not be affiliated with the Manager or MSSB.
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Information related to the Manager and the Sub-Mara affiliated with the Manager is contained isegparate
brochure (the “Legg Mason Brochure”), which is dafalie upon request through a client’s Financial iadx.

In the FS Legg Mason Program, MSSB or a MSSB afélianalyzes a client’s investment objectives atains the
Manager and one or more Sub-Managers on the dieetalf, as described above, to manage assetsdndance
with those objectives, by implementing one of vasioinvestment management portfolios (the “Investmen
Management Portfolios”) available. Which Sub-Maedg) are involved in managing a client’s accourit w
depend on the Investment Management Portfolio sedday the client. With the assistance of a Fifgngdvisor,
clients can also customize an Investment Managemerifolio. In the FS Legg Mason Program, thertlienters
into an investment advisory agreement with MSSR phravides MSSB with the discretion to retain thardger
and one or more Sub-Managers on the client’'s be8SB separately contracts with the Managertfopiovision
of services and the Manager separately contractis thie Sub-Managers for their provision of service8s
described in more detail in the Legg Mason Brochtlre Sub-Managers instruct MSSB on securitiesetdbdught
and sold for Investment Management Portfolios arsiSR (as Overlay Manager) manages client accountisein
Program based on these instructions. In additosirigle-style Investment Management Portfolios, Manager
offers multi-style Investment Management Portfglioeluding portfolios that include both equity afied income
styles.

Please see the Legg Mason Brochure for a list @fitkestment Management Portfolios available inRBeLegg
Mason Program.

The minimum account size for equity and balancembawts in the FS Legg Mason Program is generaly;(Ed,
and the minimum account size for fixed income aoteis generally $100,000, although certain padfolanagers
may establish different minimums.

Evaluation and Selection of Investment Managemeritrias

The Manager and Sub-Managers in the FS Legg Masogrém undergo an evaluation process meeting the
Opinion or Access Research status similar to tleastidbed for the FS Program. If an Investment Manzent
Portfolio includes any mutual funds, those mutuaids may not have been evaluated or reviewed nge#im
Opinion or Access Research standard.

Fees

The FS Legg Mason Manager Program is availableupntsto the same fee arrangements as those dekstoitthe
FS Program. The fees for this Program is 2.97%efjuity and balanced managers and 2.82% for fixednme
managers. Clients maybe eligible for a discouninfthe standard fee if they have assets that npeeifie break
points. Please see the section below entit@aht Fee Break Points.”

FIDUCIARY SERVICES

In the Fiduciary Services (“FS”) Program, MSSB ietainvestment management firms that may or maybeot
affiliated with MSSB to manage client accounts afgb provides custody, execution (through CGM asrihg
broker for MSSB) and related services for a siragiset-based fee. For certain investment mandg&SB is the
Overlay Manager. Please refer to the SectionsibelditledExecution of Transactions When MSSB is the Overlay
Manager MSSB’'S ROLE AS OVERLAY MANAGER, andrade Allocationsfor more information on overlay
manager services provided by MSSB. The minimunoaetsize for equity and balanced accounts geryestdrts

at $100,000 and the minimum account size for fixedme accounts generally starts at $250,000. Meweertain
investment managers, firms and investment styleg mquire different minimums. Many of the investrhe
management firms MSSB may retain for the FS Progctients are otherwise available only to clientghwi
significantly greater assets to invest.

Services Provided

In the FS Program, MSSB analyzes a client’s investnobjectives and retains on the client's beha# or more
investment management firms to manage assets ordmwe with those objectives. In this programe, thent
enters into an investment advisory agreement wi8SH that provides MSSB with the discretion to retane or
more investment management firms on the clientteaie MSSB, in turn, separately contracts withtsficms for
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their provision of services. For certain investineanagers that provide a model portfolio to thei@@y Manager for
execution, MSSB and Overlay Manager will enter iatpeements with the investment manager to be meiye for
providing Model Portfolios to Overlay Manager farvesting assets in client accounts based on thestiment
manager's own investment decisions.

In the client agreement with MSSB, the clients atite MSSB to engage each investment manager thaides a
Model Portfolio (or implements its investment démis directly) to act as investment adviser to ¢hient. The
client authorizes each investment manager, as timesg adviser to the client, to exercise discretionselect
securities for the client’s account by: (i) delivg a Model Portfolio to Overlay Manager, which éhay Manager
will implement (subject to any client instructioascepted by Overlay Manager); or (ii) (in the cakan executing
investment manager) implementing its investmenisitats directly.

MSSB may change the Overlay Manager (which chargeinvolve MSSB selecting an Overlay Manager thatriis

not affiliated with MSSB) in its sole discretion aty time and for any reason. If there is a digoopin the services
provided by Overlay Manager for any reason, atiatiof MSSB may act as Overlay Manager duringpiéod of the
disruption. This may impact account performante.addition, in the event of a disruption, MSSB ntigyidate the
applicable Portfolio (in whole or in part), and @st the proceeds in an affiliated money market fondther cash
equivalents.

MSSB also offers blended portfolios through a msifjile product including both equity and fixed-ino® securities
of various risk and return characteristics. Thaimum account size for the multi-style product getig starts at
$100,000, although certain investment managerdiemd may establish different minimums.

In most cases, MSSB will obtain the concurrencéhefclient before retaining an investment manag&though
clients are not prohibited from directly contactiag investment management firm retained to manbage t
accounts, clients are encouraged to use their Eialafddvisor as their primary contact.

Establishment of Client Objectives

Clients work with their Financial Advisor to estel the investment objectives for each of theiroaicts. As part
of this process, an investment questionnaire acohéidential client information form is completedtiwrespect to
the client. These documents are transmitted te&Ctmesulting Group for analysis.

Evaluation and Selection of Investment Managemeritras

MSSB will recommend one or more investment managenfiems to provide portfolio management of client
accounts, based on each client’s objectives amdirmistances. MSSB retains only investment manapatshave
been evaluated and reviewed as described beldweiagction entitledResearch in Advisory Prograrfignd in the
multi-style product, only investment managers whe eapable of managing blended portfolios withisirgle
account.

Investment managers must be reviewed and evaluateeting the Opinion Research or Access Reseaacldatd
(as defined in the section entitled “Research iwvigary Programs”), to be eligible to be an investin@anager in
the FS Program. The research may be conductedSyB% Investment Advisor Research group (“IAR")byra
third party retained by MSSB.

In the event of a Manager Downgrade (as definetiénsection entitled “Research in Advisory Progrgmshere
an investment manager no longer meets the Opinigkcoess Research standards and MSSB determiniel tha
advisable and in the best interest of a client, B&&y terminate an investment management firm’sagament of
the client’s account or stop recommending new tléssets to such firm in the FS Program. Alsdanédvent of a
Manager Downgrade, MSSB may transfer a client'stassom one manager to another in the FS Progiaefore
a manager is engaged or a client’'s assets arddrgets from the current manager to another manadssB will
attempt to notify the client orally or in writingnd will attempt to obtain the oral or written con@ance of the
Client. It is understood, however, that MSSB neetl seek or obtain the client’'s concurrence if MS&® not
obtained oral or written direction from the cligagarding the change in managers.

IAR also maintains a “Watch” policy for investmem@anagers in its FS Program. |AR’s “Watch” polisymore
fully described below under “Watch Policy.” A Whtstatus may, but is not certain to, result in wnigrade of the
product’s recommended status.
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Account Information

MSSB confirms all transactions executed through CGd clearing broker for MSSB) and provides account
statements at least quarterly. Clients also recgeriodically a Performance Review, which is arteesive
statistical review and analysis of the accountier@$ may elect to waive the receipt of trade comdtions after the
completion of each trade in favor of alterative Inoets of communication. Clients may also receiveuadufund
prospectuses, where appropriate.

In the FS Program, a client may request in writingt certain specified securities not be purchdsediis or her
account. Also, a client generally may specify tbattain categories of securities not be purchadadhis event,
MSSB will determine in its sole discretion the sfiecsecurities that will be treated as falling kit the restricted
category. In making this determination, MSSB mely on outside sources, such as standard industigscand
research furnished by independent service provideestrictions imposed by a client will not appdyor affect the
internal management of a mutual fund or Exchangel@d Fund purchased for the account.

Fees

The FS Program is available only on the basis aisset-based fee paid to MSSB. This fee coversaihéces
described above (including the investment manade€)ks as well as custody of securities and tragewion with
or through CGM (as clearing broker for SB). Clghear the cost of commissions or other transactianges with
respect to securities trades directed by the invest manager to firms other than CGM for executidransactions
in fixed income and certain other securities gelhenavolve payment of mark-ups or mark-downs dneatcharges
to dealers other than MSSB, in addition to the talsased fees. See “"GENERAL ACCOUNT INFORMATION —
Additional Information Regarding Fees and Charges.”

The fees for this Program is 2.97% for equity amdiabced managers and 2.82% for fixed-income masager
Clients maybe eligible for a discount from the sf@al fee if they have assets that meet specifiakopmints.
Please see the section below entiti€tiént Fee Break Points.”

Fees are negotiable based on a number of factbishwnay result in a particular client paying a fgeater or less
than the standard fees. Fees are generally pagablgerly in advance. The portion of the asssetdee paid by
MSSB to investment management firms depends upomadhet class, the investment style and the totatat of
assets allocated to the investment manager in$herbgram. MSSB generally pays its investment igparsabased
on the following table:
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Annual Fiduciary
Investment Styles Services Manager Fee

All Cap, Large Cap, . eeeeeeeeeeieiiaaaaeeee s eeeeeeeaaaaaaaaaaaaaeaans 0.36%
Large Cap Balanced,

Convertible Securities,

Real Estate Investment Trusts (REITS)

[ To B O T o PP URTRRTR 0.40%
Y 1 1 O o PSSR, 0.42%
Fixed INCOME ......ovveiiiiiciee e e Between 0.23% and 0.35%
Global, International or Emerging ............cc.... Between 0.36% and 0.48%

Markets, Non Diversified Portfolios

The investment manager fees listed herein are gutgjechange without notice. In the case of equigtanced and
multi-style accounts, MSSB segregates 0.47% ofa@hewhich is charged to clients, or in the caséxeid income
accounts 0.32% of the fee, and applies all or &igoof it to the asset-based fee paid to investmeamager firms.
When MSSB’s payment to a manager firm is less tharsegregated amount (0.47% or 0.32% respectjdi$5B
retains a larger portion of the fee charged tontéie Thus, MSSB has an incentive to recommendsinvent
managers that are paid less, because it will redaimgher fee. When MSSB’s payment is greater tthemn
segregated amount, MSSB supports the fee to thegearfirm and in effect retains a lesser portiorttaf fee
charged to clients. No portion of the segregatadumnt is paid to Financial Advisors, who therefhesre no direct
financial incentive to recommend one manager firaranother manager firm that offers the same tfpstyle.
However, Financial Advisors’ compensation is dikedffected by the size of the client’'s annual feeClient
acknowledges that if the Manager is not an Exegutlianager, the fee that MSSB pays the Managergeitierally
be lower than what it would have been had the Manhgen an Executing Manager (and it may also Wwerléhan
the Manager fee disclosed above). MSSB may be eosgted where it (and not the Manager) provides
implementation services, and in that case the Mamigeffect is paid less. Since MSSB pays the &gen its fee
from the Fee that MSSB receives from the AccoursS8 may have an incentive to recommend a Manageish
not an Executing Manager.

GLOBAL INVESTMENT SOLUTIONS

The Global Investment Solutions (“GIS”) is compdsef dedicated portfolio managers (“GIS Portfoli@ahagers”)

and support personnel within MSSB’s Consulting @rdivision who are responsible for implementingastment
decisions for clients’ accounts within specializedestment strategies. On an ongoing basis, C@rgéin requires
GIS accounts to have a minimum asset value of $3000, however, smaller accounts may be accepted.
addition, CG may impose a higher minimum upon prioitten notice to a client. If the account fallsltw the

account minimum, CG may require the client to dépadditional cash or securities to bring the acttap to the
account minimum or close the account.

Services Provided

Client accounts are generally referred to GIS BbotfManagers through the clientsA. The GIS strategies are
customized for each client account based on infaomaprovided by the client regarding his or hemafcial
situation, investment objectives, and reasonald&ricons. The GIS Program is normally providea & fully
discretionary basis. GIS Portfolio Managers atected by senior MSSB management to manage accouf®tS
based on strategies employed and separate accoanagement experience. GIS Portfolio Managers and
administrators are primarily responsible for reviieyveach client account. Accounts are generalliereed monthly

or quarterly by the client’s portfolio manager ardbortfolio administrator. Advisory clients ameé to contact and
consult with their GIS Portfolio Manager during n@l business hours.

Depending on their particular strategy, GIS Poitfdllanagers may be able to invest in a broad rafigecurities

and financial instruments, including, among othexlity securities, warrants, debt securities, cencial paper,
certificates of deposits, municipal securities, malitfunds (including mutual funds for whom certaiffiliates of
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MSSB act as investment manager and administratd:$. government securities, options contracts, résu
contracts, and limited partnerships (including tedi partnerships for whom certain affiliates of MBSSct as
general partner and investment adviser).

GIS Portfolio Managers are permitted to provide ieglwith respect to a wide variety of instrumenenerally
referred to as derivatives, including, but not tedito, forward contracts on securities and foreigmencies, swaps,
structured notes, caps, collars, floors, equitidih securities and liquid yield option notes. Otbecurities that
MSSB provides advice with respect to include fixecdome securities issued by foreign governmentsneigs and
corporations and private investments in privatd-estate related companies. MSSB also providescadwith
respect to investments in a variety of pooled Mekithat invest in the securities and other insémis identified
further in this discussion. MSSB uses derivativeissistent with its focus on managing the expecétdrn and the
risk exposure of the overall portfolio. MSSB empaerivatives in situations where it believes it t@lp increase
expected returns or reduce risks at a lower cast ghcash market alternative.

Account Information

CGM provides clients with confirmation of all traatdions executed through CGM, account statementsaat
quarterly and MSSB will provide periodic PerformanReviews, which are statistical analyses of thepaat.
Clients may elect to waive the receipt of tradeficorations after the completion of each trade iofaof alterative
methods of communication. Clients may also receiwual fund prospectuses, where appropriate.

In the GIS program, a client may request in writthgt certain specified securities not be purchdsediis or her
account. Also, a client generally may specify tbattain categories of securities not be purchadadhis event,
MSSB will determine in its sole discretion the sfiesecurities that will be treated as falling kit the restricted
category. In making this determination, MSSB maely on outside sources, such as standard industigscand
research furnished by independent service providers

Fees

Depending upon, among other things, the strategygbenplemented, MSSB charges an annual fee (thi& “G
Program Fee”) for its services payable quartedyfolows:

Investment Strategy Max. Annual GIS ee
Equity Accounts
Minimum Account Size: $100,000 2.85% (0.35% PMifeduded)

Fixed Income Accounts
Minimum Account Size: $5 million 2.50% (0.20% PMaddition to GIS fee)

U.S. Municipal Accounts
Minimum Account Size: $5 million 2.50% (0.15% RMaddition to GIS fee)

Cash Management Accounts
Minimum Account Size: $20 million 2.50% (0.05% RiMaddition to GIS fee)

As noted in the above fee schedule, the fee paide@ortfolio manager is included in the clierg fer the equity
styles, however, for fixed-income the client withypan additional fee to the portfolio manager idiidn to the

program fee. The above rates are negotiable depguoghion the particular circumstances of the cliértie GIS Fee
covers investment advisory, custodial, executioth atfier client-related services performed by MS3Bdoes not
cover any interest charges, national securitiehaxge fees, charges for transactions not execatedgh MSSB or
its affiliates, as a broker-dealer, or other fegsoaiated with securities transactions or requinethw. Clients will

bear their proportionate share of the expenseayfand in which their assets are invested, indgdto the extent
permitted by law) management, administration amsttiution fees which may be paid to affiliatesSM®SB where
such affiliates act as investment manager, admagst and/or administrator of such Funds. The feg be higher
or lower than the fees that MSSB would charge entlif the client had purchased the services cavbyethe fee
separately, depending on the cost of the servicgsovided separately and the trading activity fre tclient’s

account. The fee may be higher or lower than tkes fhat MSSB charges other clients, depending erxttent of
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services provided to those clients and the cosuoh services; and may be higher or lower tharctise of similar
services offered through other financial firms linting those offered through MSSB’s affiliates.

Financial Advisers who recommend the GIS Prograrthédr clients receive compensation as a resudt olient’s
participation in the GIS Program. The amount i tompensation may be more than what the FinaAdsaiser
would receive if the client paid separately forastment advice, brokerage, and other servicesanEial Advisers
may therefore have a financial incentive to recomadrthie GIS Program over other MSSB services.

Account Minimum

On an ongoing basis, MSSB generally requires Gi®wuts to have the minimum asset value set fortvab
however, smaller accounts may be accepted. IrtiaddMSSB may impose a higher minimum upon prioittén
notice to a client. If the account falls below thecount minimum, MSSB may require the client to atdp
additional cash or securities to bring the accaynto the account minimum or close the account.

GUIDED PORTFOLIO MANAGEMENT PROGRAM

The Guided Portfolio Management Program (“GPM")pat of Portfolio Management Group (“PMG”), offers
discretionary, individualized investment managemkangely based on research by affiliates of MSSBhe
minimum account size is $25,000.

Services Provided

GPM is administered and overseen by PMG perso@feM accounts are managed by selected FinancialsAdvi
who have successfully completed an investment aisand portfolio management training session. Rivigrin his

or her local SB branch office, the Financial Advis®lIps the client select the appropriate investategories:
Growth Equity, Equity Income, Balanced Growth, Belled Moderate, Fixed Income and International Moddie

Financial Advisor then implements security selawigenerally (but not exclusively) from securittesommended
by Citi’s Equity Research Department or closed-endual funds or ETFs. The composition and as$etation of

each client portfolio may vary depending on a wugrigf factors, including, without limitation, spdici investment
goals and restrictions articulated by a client anerall economic and market conditions.

In managing accounts, Financial Advisors must cgmapth guidelines set by the PMG concerning asHetation,
economic sector and position diversification, an@d income components. ETFs and limited typesptfons
transactions (i.e., covered options writing andgetive put buying) may be conducted.

Account Information

CGM provides clients with confirmations of all tsattions, account statements at least quarterhVe8@8B shall
provide a periodic Performance Review, which igatensive statistical review and analysis of theoaat. Client
may elect to waive the receipt of trade confirmagiafter the completion of each trade in favor ibérative
methods of communication. Clients may also receiwtual fund prospectuses, where appropriate.

In the GPM program, a client may request in writihgt certain specified securities not be purchdsedlis or her
account. Also, a client generally may specify tbattain categories of securities not be purchadadhis event,
MSSB will determine in its sole discretion the sfiecsecurities that will be treated as falling kit the restricted
category.

In making this determination, MSSB may rely on dalassources, such as standard industry codes aedroh
furnished by independent service providers.

Fees

The client pays an asset-based fee to MSSB whighrsdnvestment advisory services, custody of séesirand
trade execution with or through CGM. Transactionxed income and certain other securities masplne dealer
markups or mark-downs or other charges in additiothe asset-based fees, although generally MS3Bnuoi
realize any additional compensation. MSSB currergleives a fee of up to 0.12% from all participgtmutual
funds for non-ERISA assets. A portion of thesesfamy represent revenue sharing if and to the extan they
exceed what the mutual fund would otherwise haviel ffar such services. Thus, MSSB has a conflict to
recommend mutual funds over individual securitie€E®F's. See “GENERAL ACCOUNT INFORMATION—
Additional Information Regarding Fees and ChargeBtie standard annual fee for the GPM programd8%. and
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the minimum account size is $25,000. Clients masfzgble for a discount from the standard fee #ythave assets
that meet specific break points. Please see ttimsédelow entitled Client Fee Break Points.”

Generally, fees are negotiable and are payabletarain advance. Because this program does nathie

investment managers unaffiliated with MSSB, MSSRiires the entire fee. If the client intends oneisting a
majority of his or her assets in ETFs, the Clidmiwdd consider utilizing the Exchange Traded FuPdsyram noted
below.

In addition, the client will bear a proportionatease of the fees and expenses incurred by any irfutuds in which
the client is invested. The prospectus of eadhese funds describes these internal fees and sapémdetail. For
more information relating to fees please see thdmeentitled “Compensation from Funds.”

INSTITUTIONAL CASH MANAGEMENT

The Institutional Cash Management Program (“ICMffes discretionary, individualized management g&w to
institutional clients. The minimum account siz&19,000,000. ICM is only available to institutamlients.

Services Provided

ICM is administered and overseen by PMG personiteM accounts are managed by selected Financialsady
who have successfully completed an educational rarogthat includes coursework in investment analgsid
portfolio management. Under certain circumstanbased primarily upon the FA'’s prior investment exgnce,
this educational program may be waived by the RunogDirector of the Portfolio Management Group. Wiog in
his or her local SB branch office, an ICM PortfoNtanager assists his or her client in determinimgestment
objectives and then manages the client's account afiscretionary basis in a manner consistent witise
objectives.

In managing client accounts, the ICM Portfolio Mgeamay be subject to certain guidelines estaldidhe the
client relating to various eligible cash and caghiealents, and an affiliated money market fund chhinay be
purchased for the ICM accounts. If securities lielthe ICM account become noncompliant with sualuelines,
the ICM Portfolio manager will liquidate such sdtias in an orderly manner within a reasonablequkdf time.

An ICM Portfolio Manager may agree with a clientitoplement a client-developed investment stratdgt the
client believes is sensitive to the client’s parée tax situation. As neither MSSB nor any MSSHiate provides

tax advice, however, neither the Portfolio Manadd§SB nor any MSSB affiliate will be responsibler file

development, evaluation or efficacy of any suchdgarsitive strategy. Any such strategy needs tddwveloped by
the client in consultation with a qualified tax &br. Certain tax-sensitive strategies that PM pansue involve
risks. Among others, tax-efficient managementisessinvolve an increased risk of loss becausatdieccount
may not receive the benefit (e.g., realized prafitpided loss) of securities transactions that daiherwise take
place in accordance with the Portfolio Managensestment management decisions for the account.

Account Information

CGM provides clients with confirmation of all traatdions executed through CGM, account statementsaat
quarterly and MSSB shall provide periodic PerforomiiReviews, which are statistical analyses of ttepant.
Clients may elect to waive the receipt of tradeficorations after the completion of each trade iwofaof alterative
methods of communication. Clients may also receiwtual fund prospectuses, where appropriate.

In the ICM program, a client may request in writihgt the ICM Portfolio Manager follow an investrhguideline
or that certain specified securities not be puretider his or her account. Also, a client gengraihy specify that
certain categories of securities not be purchaskdthis event, MSSB will determine in its sole aligtion the
specific securities that will be treated as fallimighin the restricted category. In making thigedenination, MSSB
may rely on outside sources, such as standard tiydasdes and research furnished by independewniceer
providers.

Fees

Except in certain limited cases as described malfg below, the client pays an asset-based fee 85BI which
covers investment advisory services, custody ofiriiies and trade execution with or through CGMrarisactions
in fixed income and certain other securities maypive dealer mark-ups or mark-downs or other crengeddition
to the asset-based fees, although generally MS3Bhati realize any additional compensation. Se&NERAL
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ACCOUNT INFORMATION—Additional Information RegardinFees and Charges.” The standard annual fees are
as follows:

INSTITUTIONAL CASH MANAGEMENT

Assets Annual Fee
On the first $10,000,000 .25%
On the next $40,000,000 .20%
On the next $50,000,000 .15%
Assets over $100,000,000 .12%

MSSB shall be entitled to a minimum annual fee 28,800 for accounts utilizing the ICM program. &eee
negotiable based upon a number of factors inclydingnot limited to, the type and size of the actand the
range of services provided by the ICM Portfolio Mgar. In some instances clients may pay a higieettfan
indicated in the fee table above. Fees generedlpayable quarterly and in advance. Becausethgram does
not involve investment managers unaffiliated wit8&B, MSSB retains the entire fee.

INVESTMENT MANAGEMENT SERVICES PROGRAM

Under the Investment Management Services (“IMSYgPam, MSSB provides services which may includeariys

and execution (through CGM as clearing broker) @ahated services, to clients who retain investnmahagement
firms that are not available in Consulting and bation Services or the Fiduciary Services ProgratSSB

provides no advice to clients on such managementsfiand does not make any representation regattimg
competence of the firm, the ability of the firm gerform its duties or the information, includingygmerformance
data, provided by the firm. The minimum accourtesgenerally is established by the individual itwesnt

manager.

Services Provided

Under IMS, selection of an investment management f entirely up to the client. MSSB does not aaté the
manager selected by the client and makes no rapedems as to the quality, performance or suitgbdf the
manager for any client. However, clients shoulcabvare that CG IAR may review investment managerfiens
for inclusion in one or more of its recommendedgpams, and conclude that the investment managefinenhas
failed to meet the criteria for acceptance into phegram(s). In these cases, CG may (but will metessarily)
make this information available to clients.

In IMS, the client enters into an investment adsscontract directly with the investment managdhe services
provided by MSSB are limited to one or more of odgtand trade execution (through CGM). MSSB da#snter
into a contractual relationship with the investmergnager. Consequently, MSSB has no ability tonitgaite an
investment manager and will not make recommendstionthis regard. The manager is responsible lfier
implementation of any restrictions placed by thierdl on the account. There are no restrictionghenclient’s
ability to contact and consult directly with thes@stment manager.

—

Account Information

MSSB provides clients with confirmations of allnsactions executed through CGM and with accoutgstants at
least quarterly. Clients may elect to waive theeigt of trade confirmations after the completidreach trade in
favor of alterative methods of communication. @igewhose assets are in CGM’s custody periodigakbgive a
Performance Review, which is an extensive stasistieview and analysis of the account. The Perfmme Review
also is available to clients whose assets are m@GM'’s custody, and a separate fee may be impézethis

service.

Fees

IMS clients pay investment management fees dirdctlthe investment managers. For its provisiorserfvices
under IMS, the standard annual fee charged by MBSB50%. Clients maybe eligible for a discourmnirthe
standard fee if they have assets that meet spdxiigk points. Please see the section belowenhti@lient Fee
Break Points.”

These fees include custody of securities by CGMHKsservice is optional), trade execution with aotlgh CGM
(as clearing broker for SB) and provision of thef®@nance Review. Clients bear the cost of comimissor other
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transaction charges with respect to securitieegalirected by the investment manager to firmsrdtitean CGM for
execution. Transactions in fixed income and certdiher securities may involve dealer mark-ups arkatowns or
other charges in addition to the asset-based f€éeghe extent investment managers direct tradesiéh securities
to CGM for execution, MSSB may realize profits osdes in connection with such trades that are atpfom or
additional to the fees paid by the IMS client, il not charge the client any mark-up or mark-dowisee
“GENERAL ACCOUNT INFORMATION—Additional InformationRegarding Fees and Charges.” All fees are
negotiable based on the size of the account, ttvices provided and the types of securities tradBais may result

in a particular client paying a fee greater or ks the standard fees above. Fees are genpsgifible quarterly,

in advance. Alternatively, MSSB may be compensatada non-asset-based fee basis solely by colggctin
commissions or other charges on transactions nw@dihé client’'s account. For accounts larger tha@ million,
fees generally are arranged separately on the basevices provided. As an accommodation tactieat, the fees
charged by the independent investment manager mgatpable through MSSB, which debits the clientsoaint
and remits the advisory fee to the investment manalyiSSB is not responsible for verifying the ratecomputing
the manager fees or the value of the account ustdsi connection.

LEGG MASON PRIVATE PORTFOLIOS

The Program described in this brochure enablesli®Bts to invest in investment portfolios offeregl lbegg Mason
Private Portfolio Group, LLC (“LMPPG"). The prografacilitates the retention, by SB on a client'shaké of
LMPPG and one or more investment managers thae ses\subadvisers to LMPPG (the “Sub-Managers”fHer
provision of portfolio management services. LMPRG@y delegate some or all of its functions to thé-Su
Managers. MSSB, through its Private Portfolio Gralivision, acts as the “Manager” as describedeld he
Sub-Managers available for new accounts in thef@rogurrently are the following investment manageinfiems:
ClearBridge Advisors, LLC, Western Asset Managentéompany, Brandywine Global Investment Management,
LLC, Global Current Investment Management, LLC &megdjg Mason Capital Management, Inc. CG and LMPPG
may agree from time to time to make additional Mdnagers available for new accounts in the Prognaciyding
Sub-Managers that are affiliated with LMPPG and-Slamagers that are not affiliated with LMPPG. WhBub-
Manager(s) are involved in managing a client’'s aotowill depend on the Investment Management Plastfo
selected by the client. Information related to B&Srole as the Manager is included in the “MSSBROLE AS
MANAGER” section below. Information related to LN?& and to the Sub-Managers that are affiliated with
LMPPG is contained in a separate brochure (the gLdgson Brochure”), which is available upon requbstugh

a client’s Financial Advisor.

LEGG MASON PRIVATE PORTFOLIOS PROGRAM

In the Legg Mason Private Portfolios Program, MS&Bough its Private Portfolio Group division, a@s the
Manager (as described below), and retains LMPPGtlam&ub-Managers to manage client accounts and M
clearing broker for SB) provides custody, executma related services either for a single asseatebéese. In its
capacity as the Manager, MSSB generally provida$f@om implementation services for equity investme in
client accounts. The minimum account size for gogaccounts generally is $50,000 and the minimuooant size
for fixed income and balanced accounts generafBi30,000.

Services Provided

In the Legg Mason Private Portfolios Program, MSflyzes a client’s investment objectives, actthadManager
and retains LMPPG and one or more Sub-Managerbeuglient’s behalf, as described above, to managetsiin
accordance with those objectives, by implementimgp @f various investment management portfolios (the
“Investment Management Portfolios”) available. &Vihe assistance of a Financial Advisor, clienta e#so
customize an Investment Management Portfolio. hin ltegg Mason Private Portfolios Program, the tlemters
into an investment advisory agreement with MSSR finavides MSSB with the discretion to act as thankiger,
and to retain LMPPG and one or more Sub-Managershenclient’s behalf. MSSB separately contractshwit
LMPPG, which arranges for the provision of the Sddmagers’ services. For accounts involving equity
investments, the Sub-Managers (or LMPPG) instru8iSIB as the Manager on securities to be bought @lddar
Investment Management Portfolios and MSSB manaligst @accounts in the Program based on these oigins.
These services are described in more detail irséparate Legg Mason Brochure and in the sectioowbabted
“MSSB’s ROLE AS MANAGER.” For accounts involvingxed income investments, the Sub-Manager (or
LMPPG) implements its own investment decisionsdiye In addition to single-style Investment Maeratent
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Portfolios, LMPPG offers multi-style Investment Magement Portfolios, including portfolios that indéu both
equity and fixed income styles.

In most cases, MSSB will obtain the concurrencthefclient before selecting an Investment Managérertfolio
for the client. Although clients are not prohikitom directly contacting the LMPPG or the Sub-Mgers, clients
are encouraged to use their Financial Advisorfi@is primary contacts.

Please see the Legg Mason Brochure for a listeofriliestment Management Portfolios that may belavaiin the
Program.

Establishment of Client Objectives

Clients work with their Financial Advisors to edliah the investment objectives for each of theccamts. As part
of this process, an investment questionnaire acohéidential client information form is completedtiwrespect to
the client. These documents are transmitted tddaZ@nalysis.

Evaluation and Selection of the Investment Managem®ortfolio

MSSB will recommend one or more Investment Managerf®rtfolios to provide portfolio management teot
accounts, based on each client’'s objectives andurostances. MSSB will recommend only Investment
Management Portfolios that it or a consulting fitrhas retained has evaluated and reviewed asideddoelow in
the section entitledResearch in Advisory Programslf an Investment Management Portfolio includey anutual
funds, those mutual funds may not have been ewuatreviewed.

Investment Management Portfolios (but not necdgsany mutual fund in the Investment ManagementfBlio)
are reviewed and evaluated by CG or a consulting fhefore being considered eligible to participatethe
Program. LMPPG provides CG or the consulting finith relevant documentation, which may include sEmp
portfolios, asset allocation histories, its Form\AQhe form required for investment managementstegiion with
the Securities and Exchange Commission) and thbsey Sub-Managers involved in managing the Investm
Management Portfolio, past performance informatiod marketing literature. For verification purpgsthe review
process may include a comparison of the InvestnMd@bagement Portfolio’s reported performance witke th
performance of a cross-section of actual accoustsamputed by CG or consulting firm personnel aisay
interview key LMPPG and Sub-Manager personnel axaiméne LMPPG and Sub-Manager operations. |If it
considers it to be appropriate as a result of évialuation process, CG may deem an Investment Maneait
Portfolio to be “Recommended.”

Account Information

CGM confirms all transactions executed through Cé&nd provides account statements at least quart&lignts
also receive periodically a Performance ReviewcWiis an extensive statistical review and analystke account.

In the Program, a client may request in writingt tbartain specified securities not be purchasedhfsror her
account. Also, a client generally may specify tbattain categories of securities not be purchasadhis event,
the applicable Sub-Manager will determine in itestiscretion the specific securities that will toeated as falling
within the restricted category. In making thisedetination, a Sub-Manager may rely on outside ssjrsuch as
standard industry codes and research furnisheddgpendent service providers.

Fees

An inclusive fee covers the services described alfowcluding fees of LMPPG and applicable Sub-Mamngy as
well as custody of securities and trade executiith ar through CGM. Clients bear the cost of cossions or
other transaction charges with respect to secsiitages directed by MSSB in its role as the Manageby a Sub-
Manager, to firms other than CGM for execution. afgactions in fixed income and certain other séesri
generally involve payment of mark-ups or mark-downsther charges to dealers other than CGM intemafdio the
asset-based fees. See “GENERAL ACCOUNT INFORMATIOMNAdditional Information Regarding Fees and
Charges.” The standard annual fees are 2.97%qfatye balanced and multi-style portfolios and 2@8%r fixed-
income portfolios. Clients may be eligible foriaabunt from the standard fee if they have aséetismheet specific
break points. Please see the section below ent{ilkent Fee Break Points.” Fees are negotiable based on a
number of factors, which may result in a particaiéent paying a fee greater or less than the stahfites. Fees are
generally payable quarterly in advance.
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The portion of the asset-based fee paid by MSSBMBPG depends upon the asset class, the invesshgdatthe
total amount of assets allocated to LMPPG in thegRxm and the assets in a client account. MSSBrgly pays
LMPPG based on the following table, where the assetthe client account are less than $5 millioraatount
inception:

Account Type Annual LMPPG Fee Range

Equity Large Cap/Balanced 0.35% to 0.30%

Multiple Discipline, Multiple
Discipline (Custom)

0.35% to 0.30%

Equity Small/Mid/Multi Cap 0.48% to 0.32%
International 0.40% to 0.35%
Fixed Income 0.35% to 0.23%

Different fees will be applicable in some circunmstas, such as where the assets in the client aceoairgreater
than $5 million at account inception. Also, LMPP@&yp a portion of its fee with respect to a cliestaunt to each
Sub-Manager involved in providing investment mamaget services for such account.

The fees listed herein are subject to change withotice. In the case of equity, balanced andirstijte accounts,
MSSB segregates 0.47% of the fee which is chamgetidnts, or in the case of fixed income accon®2% of the
fee, and applies all or a portion of it to the &dmesed fee paid to LMPPG. When MSSB'’s paymehtM®PG is
less than the segregated amount (0.47% or 0.32péctdgely), MSSB retains a larger portion of the tdarged to
clients. Thus, MSSB has an incentive to recommerdstment styles for which LMPPG is paid less, ause
MSSB will retain a higher fee. When MSSB’s paymisngreater than the segregated amount, MSSB stspiar
fee to LMPPG and in effect retains a lesser portbnhe fee charged to clients. No portion of Hegyregated
amount is paid to Financial Advisors, who therefbage no direct financial incentive to recommené &MPPG
investment style over another. However, Finandiddisors’ compensation is directly affected by #dize of the
client's annual fee., MSSB may be compensated witéeand not LMPPG) provides implementation sersjcand
in that case LMPPG in effect is paid less. SincBIB pays its fee from the Fee that MSSB receives fthe
Account, MSSB may have an incentive to recommend irarestment style for which MSSB provides
implementation services.

PORTFOLIO MANAGEMENT PROGRAM

The Portfolio Management Program (“PM”), a part thie Portfolio Management Group (“PMG”), offers
discretionary, individualized management servicedlients. The minimum account size is $25,000.

Services Provided

PM is administered and overseen by MSSB’s PMG peislo PM accounts are managed by selected Financia
Advisors (“FA”) who have successfully completed educational program that includes coursework irestment
analysis and portfolio management. Under certacumstances, based primarily upon the FA’'s priarestment
experience, this educational program may be walbyethe Program Director of the Portfolio Manageménbup.
Working in his or her local SB branch office, a HMrtfolio Manager assists his or her client in deiaing
investment objectives, and then manages the diemtount on a discretionary basis in a mannerigtens with
those objectives.

In managing client accounts, the PM Portfolio Marag subject to certain guidelines establishe®Blyrelating to
economic sector and security diversification, appr@f securities, including mutual funds and ETfst may be
purchased for PM accounts, and asset-mix parameténsited types of options transactions (i.e., @@d options
writing, protective put buying, purchases of petd|s and LEAPS) may also be conducted.

A PMG Portfolio Manager may agree with a clientitgqplement a client-developed investment strate@y the
client believes is sensitive to the client’s parée tax situation. Neither PM, MSSB nor any MSafiliate
provides tax advice, and therefore, they will netresponsible for the development, evaluation ficaafy of any
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such tax-sensitive strategy. Any such strategylsiée be developed by the client in consultatiothwai qualified

tax adviser. Certain tax-sensitive strategies tiatclient may have PM pursue involve risks. Agathers, tax-
efficient management services involve an increassd of loss because the client account may notivecthe

benefit (e.g., realized profit, avoided loss) ofigéties transactions that would otherwise take@lm accordance
with the Portfolio Manager’s investment managentksdisions for the account.

Account Information

CGM provides clients with confirmation of all traatdions executed through CGM, account statementsaat
quarterly and MSSB will provide periodic PerformanReviews, which are statistical analyses of thepaat.
Clients may elect to waive the receipt of tradeficorations after the completion of each trade iwofaof alterative
methods of communication. Clients may also receiwual fund prospectuses, where appropriate.

In the PM program, a client may request in writthgt certain specified securities not be purchdsetiis or her
account. Also, a client generally may specify thattain categories of securities not be purchasadhis event,
MSSB will determine in its sole discretion the sfiesecurities that will be treated as falling kit the restricted
category. In making this determination, MSSB mely on outside sources, such as standard industigscand
research furnished by independent service providers

Fees

Except in certain limited cases as described malfg below, the client pays an asset-based fee 85BI which
covers investment advisory services, custody ofiriges and trade execution with or through CGMarisactions

in fixed income and certain other securities maypive dealer mark-ups or mark-downs or other crangaddition

to the asset-based fees, although generally MS3Bhati realize any additional compensation. MSSBrently
receives a fee of up to 0.12% from all participgtimutual funds for non-ERISA assets. A portionh&fse fees may
represent revenue sharing if and to the extentthieat exceed what the mutual fund would otherwipeehpaid for
such services. Thus, MSSB has a conflict to recentmmutual funds over individual securities or ESFSee
“GENERAL ACCOUNT INFORMATION—Additional InformatiorRegarding Fees and Charges.” The standard
annual fee for equity, balanced and fixed inconm@oants in the program is 3.00% and the minimum actsize is
$25,000. Clients maybe eligible for a discouninfrthe standard fee if they have assets that meeifiepbreak
points. Please see the section below entiti@teht Fee Break Points.”"Fees are negotiable based upon a number
of factors including, but not limited to, the typed size of the account and the range of servieesaded by the PM
Portfolio Manager. In some instances clients may @ higher fee than indicated in the fee tablevaboFees
generally are payable quarterly and in advancecaBge this program does not involve investment gensa
unaffiliated with MSSB, MSSB retains the entire.fee

In addition, the client will bear a proportionatease of the fees and expenses incurred by any irfutuds in which
the client is invested. The prospectus of eadhede funds describes these internal fees and sapémdetail. For
more information relating to fees please see thdmebelow entitled “Compensation from Funds.”

SMITH BARNEY 401(K) ADVISOR PROGRAM®

MSSB makes available to the sponsors of definedribation retirement plans the Smith Barney 4014klvisor
Program (the “Program”) under which MSSB or itdliffes provide investment advice to participantshe plans
(the “Advisory Service”). Through MSSB’s Smith Bay channel (hereinafter referred to as “SB”) atdd i
Consulting Group (“CG”), CG provides plan partiaipg with individualized recommendations regardihg t
allocation of their assets among the mutual fun@él@ble under the plan.

Fund Selection

MSSB makes available two levels of asset allocatibnonnection with the Advisory Service. The flitevel -
“core” - includes the following asset allocationtegories: large cap domestic funds, small cap doemésds,
international equity funds, fixed income funds, arash. The next level - “style” - includes theldaling more
narrowly defined asset allocation categories: |aa® domestic value funds, large cap domestic dgrdutds, small
cap domestic value funds, small cap domestic grduids, international equity funds, emerging maskiends,
core fixed income funds, international bond furggcialty funds and money market funds.
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MSSB assigns each mutual fund available under tbgrBm (currently over 50 fund families) to theetsslocation
category(ies) it deems appropriate based on therises each fund holds, how closely the fund histdly has
correlated to its corresponding index, and otharatteristics.

MSSB makes these “core” and “style” specific mut@ahds available to the plan sponsor as plan imvest
options. The plan sponsor then chooses a cernteiber of these funds to include in its platformheTplan sponsor
must include in its platform at least one funddach asset allocation category in its selected tdedlocation (i.e.,
core or style). The plan sponsor has sole reshitibsifor selecting the funds that it wishes tcclimde in the
platform. The plan sponsor may include more thaa fund for any particular category (e.g., it maglide two
large cap value funds). However, for purposes ofiset allocation recommendations to participd&SB will
recommend for each category a single fund onlye plan sponsor has sole responsibility for selgdtire fund it
wishes MSSB to recommend in cases where the pl&esnaore than one fund available for an asset atime
category. The mutual fund that MSSB recommendsémh applicable asset allocation category is medeto in
this Brochure as the “Sponsor Recommended Fundl’métual funds that are available under the Progeae
referred to herein as the “Funds”.

When Funds are added to the Program (except cgrdasively managed open-end funds and money miarhes),
MSSB reviews the Fund’'s management, investmentgsygortfolio structuring techniques, performahistory
and style-orientation. MSSB selects Funds fronséhthat meet the Opinion or Access Based researdhaszribed
below in the section entitled “Research in Advis&pgrams”. MSSB also applies sub-style categtoza as
appropriate to reflect different shades of valumec growth and international investing. Once MS&Bermines
the Fund is appropriate for the Program, the Fsnahade available. Going forward, MSSB may congheciodic
interviews with Fund representatives and revievifpios of Funds in the major equity asset clageedetermine if
the Funds remain fit for the assigned asset cldssom time to time, if a Fund would be more appiaiety
categorized in another class category, MSSB magategorize the Fund. Certain Funds may not beestilip
MSSB interviews or portfolio reviews if they are time fixed income or specialty asset classes, tireifFunds do
not make the management and/or portfolio infornmatiwailable. In addition, existing Funds in #®gram may
not meet the same criteria applied to new Fund®ddd the Program. MSSB does not render an opiaion
recommendation on any Fund in the Program. Howerehe course of its ongoing review of Funds @é in
the Program, MSSB may discover information aboktiad which would cause it to reconsider its decismmake
such Fund available in the Program. In particulasues related to personnel and management tutnove
organizational issues, investment process issoaspliance-related issues, and asset level factaysaause MSSB
to decide to terminate the Fund’s availability lie Program. In this event, MSSB will notify plamko are holders
of shares in the affected Fund of its intentiortetominate its participation in the Program, togetéh suitable
alternatives in advance of the anticipated ternonadate.

Finally, it is important to note that at all timdas,is within MSSB’s sole discretion to allow, denyaintain or
terminate a Fund’s availability in the Program,dszhen the criteria set forth above.

Participant Recommendations

The PIP QuestionnaireEach eligible plan participant may complete agjionnaire, which requests information on
the participant’s then current age, salary, yeargtirement, risk tolerance and certain otherrimfation.

The Participant Investment PlannetMSSB will provide each participant that completegjuestionnaire with a
participant investment planner report (“PIP”). TRE> will contain, among other things, MSSB’s adyibased on
the information contained in the questionnaire, tasan appropriate allocation (the “MSSB Recommended
Allocation”) of the plan assets attributable tottparticipant among the Sponsor Recommended Funds.

If a participant’s risk profile or any other circstances relevant to the MSSB Recommended Allocatiamges, the
participant may complete a new PIP questionnaireyhich event MSSB will issue a new MSSB Recommdnde
Allocation, appropriate for the participant's chatigircumstances.

The Participant Quarterly StatementNG Institutional Plan Services LLC (“ING Insiiional Plan Services”), on
behalf of MSSB, will furnish each participant wighquarterly statement of the performance of thedBun which
the participant is invested. The quarterly statetmeso will contain the then current MSSB Recomdesh
Allocation for a participant (provided the partiait has completed a PIP Questionnaire) and thiiparit's actual
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allocation among the Funds. MSSB also may inclimdthe quarterly statement changes to the recomatiemd
previously made to the participant if MSSB detemsirthat doing so is warranted by changes in mankether
conditions that have taken place since the issuafdbe last recommendation. MSSB will furnish gady
statements to a participant for as long as the pfamsor continues to engage ING Institutional FBanvices to
provide plan services and MSSB to offer the Adwsservice.

Transactions in the Funds; Automatic Reoptimizatiand Rebalancing

A participant may accept the MSSB Recommended Atioa or modify any part thereof. (As used in this
Brochure, the allocation selected by a participaititbe his/her “Benchmark Allocation.” If a parirant selects the
MSSB Recommended Allocation, the MSSB Recommendkxt#ion and the Benchmark Allocation would be the
same.) Exceptin the case of Automatic Reoptirtrafdescribed below), the Advisory Service is nisacktionary.
As a result, to implement investment recommendatimade by MSSB under the Advisory Service, paicip
must contact ING Institutional Plan Services (erdesignated agent) in its capacity as plan reeauir.

ING Institutional Plan Services will effect trantiaas in the Funds as directed by participants, raafte available
to participants the option of having their plan éstment accounts adjusted to compensate for akseatin
changes or market fluctuation. Participants magcieine or both of the following options:

(i) Automatic Reoptimization (available only for lReipants who have selected the Automatic Reopétitn
feature and are using the MSSB Recommended Abbocasi their Benchmark Allocatiotf)a participant selects this
option, when MSSB recommends an asset allocaticangdh the participant’'s account will be automalycal
reallocated by ING Institutional Plan Services tihstantially match the recommended change (thécjpant’s
future contribution election will also be adjustedmatch the change) as soon as administrativelgitiée. This
reallocation will be accomplished by automaticakchanging a dollar-equivalent number of sharesach Fund to
be reduced for the corresponding number of shafesach Fund to be increased until the actual atioca
substantially matches MSSB’s Recommended Allocation

(i) Annual Account Rebalance (available only farfcipants who have selected the Automatic AccReltalance
feature). If a participant selects this option, ING Instittal Plan Services will rebalance his or her acteach
year on the last day of the anniversary month efghrticipant’s first contribution in the plan @ftsuch time as
ING Institutional Plan Services has been engagethbyplan sponsor) to substantially maintain theigipant’s

most recently selected Benchmark Allocation. Thisalancing will be accomplished by automaticakghenging
a dollar-equivalent number of shares of each Fonddet reduced for the corresponding number of shafresch

Fund to be increased until the actual allocatiobstantially matches the participant’'s most recersyected
Benchmark Allocation.

Client Advisory Fee & Fees Received from Funds

The maximum annual MSSB advisory fee payable byaa pr participant for the Advisory Service is geaily
1.5% of the plan assets invested in the Funds“&Heisory Fee”). The annual Advisory Fee is payablarterly,
in arrears. Each plan will pay separate recordkeegnd administration fees to ING Institutionaai®PlServices (the
“ING Fee”) and ING Institutional Plan Services wilso receive fees from mutual funds for certairvises
rendered by ING Institutional Plan Services. Thesfreceived from the Funds and/or their spongorestment
advisers or other service providers at annual reteesently ranging from 0.10% to 0.35%, based o dlerage
daily net asset value of plan assets investedartmds, these fees maybe in the form of sharehséd®icing and
other fees (which may be in the form of 12b-1 fgéSprvicing Fees”). A plan will be subject to tAevisory Fee
commencing on the date that ING Institutional P&arvices commences providing recordkeeping servigds
respect to such plan notwithstanding the fact tpatticipants may be unable to implement investment
recommendations made by MSSB under the Advisoryi&eifor some period of time due to restrictionpased
by ING Institutional Plan Services and the planrsmr to facilitate an orderly transfer of plan netoto ING
Institutional Plan Services. The fee rate is niatpid depending on, among other things, the sidecamplexity of
the plan, the number of participants, the numbeFwafds offered by the plan, and the scope of sesviieing
provided by MSSB.

In addition to the Advisory Fee, a plan (and itstipgpants) will bear a proportionate share of thes and expenses
incurred by the Funds in which the plan (and itgtipipants) are invested. The prospectus of eacthefFunds
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describes these fees and expenses in detail.

A plan sponsor generally may terminate the AdvisBervice upon 45 days written notice to MSSB ané IN
Institutional Plan Services.

The services which ING Institutional Plan Servi¢asd/or an affiliate) provides for these fees magluide, among
other things, (i) receiving instructions (“Instrizets”) from a plan for the purchase, exchange aukmption of
Fund shares and communicating such instructionbedralf of the plan to the Funds; (ii) maintainiregords of
Instructions and outstanding Fund share balancdsebalf of a plan and furnishing the plan sponsibh weriodic

transaction reports; (iii) providing a plan sponggth copies of Fund prospectuses and other Furigrias; (iv)

assisting the Funds with the solicitation of prexig/) providing the Funds with certain informatimgarding a plan
client; (vi) responding to inquiries of a plan sponregarding, among other things, share pricesyumt balances,
dividend amounts and dividend payment dates; (vith respect to a plan’s ownership of, or transati with

respect to, any Fund, preparing information andrspregarding dividends and other distributionsdejaother
distributions and payments, and gross proceedsletisansactions; and other matters.

For clients who have entered into an advisory agese prior to January 1, 2009, MSSB will continoepay a
portion of MSSB’s Advisory Fee, currently 0.10%,IMG Institutional Plan Services. In addition teetING Fee
portion of the Advisory Fee, ING Institutional Pl&ervices (and/or an affiliate) receives Serviciees on all
advisory assets (as described above) currentlyirgrigom 0.10% to 0.35%, based on the average detyasset
value of plan assets invested in the Funds. Iretlent ING Institutional Plan Services receiveseaviging Fee
greater than an annualized rate of 0.25%, INGtlrtginal Plan Services will reduce client’'s ING Raartion of the
Advisory Fee by such amount over 0.25%. Howevdhd Servicing Fee is less than an annualizedaf@25%,
ING Institutional Plan Services will increase tHeet's ING Fee portion of the Advisory Fee by tHdference
between 0.25% and the Fund Servicing Fee. ThadN Fee (and, therefore, the plan’s aggregatasady Fee),
may be reduced or increased as a result of theeggtr amount of Servicing Fees received by INGtutstnal

Plan Services with respect to plan assets invastéde Funds during the quarter. Consequently réueiction or
increase to the quarterly ING Fee portion of thevidry Fee payable by a plan will vary based on gpecific

Funds in which the plan’s assets are invested duhia quarter.

In all cases, while the ING fee portion of the Asbriy Fee (and, therefore, the plan client’'s aggeegavisory Fee)
may be reduced or increased as described aboveBM$®rtion of the Advisory Fee remains constafthus,
MSSB always retains an amount equal to the neegadtidtdvisory Fee rate set out in the client agreemeth

MSSB, less 0.10%.

Participant Recommendations

The PIP QuestionnaireEach eligible plan participant may complete agjiwnnaire, which requests information on
the participant’s then current age, salary, yeargtirement, risk tolerance and certain otherrimfation.

The Participant Investment PlanneMSSB will provide each participant that complegesgjuestionnaire with a
participant investment planner report (“PIP”). TPE> will contain, among other things, MSSB’s adyibased on
the information contained in the questionnaire, tasan appropriate allocation (the “MSSB Recommended
Allocation”) of the plan assets attributable tottparticipant among the Sponsor Recommended Funds.

If a participant’s risk profile or any other circstances relevant to the MSSB Recommended Allocatiamges, the
participant may complete a new PIP questionnaireyhich event MSSB will issue a new MSSB Recommeénde
Allocation, appropriate for the participant's chasigircumstances.

From time to time MSSB may determine that, as alte$ changed market or other conditions, it ipraypriate to
revise Recommendations previously made to Partitspalf MSSB has an arrangement with a Plan’sniekeeper

(the “Record keeper”) pursuant to which MSSB alldivs Record keeper access to certain informatiointaiaed

by MSSB (or its agents) regarding Recommendatioagero the Plan’s Participants (an “Information r8ita
Arrangement”), MSSB will communicate the revisedc&amendations to the Record keeper, who will thawveh
sole responsibility for communicating them to Raptints. In cases where an Information Sharingagement
does not exist, MSSB will make available to Paptrits that have completed a questionnaire a revised
Recommendation via an internet web site.
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Fees

In connection with its decision to invest Plan &s$e the Funds, a Plan will agree to pay FSTCammual fee (the
“Fee”) for Standard Collective Fund Account Sergic&hese services, which include the Service, arthdr
described in certain new account materials the &anmpletes. The annual Fee payable by a Plardejiend on the
level of services provided by FSTC, MSSB, and thmafcial Advisor servicing the Plan, but generallyl not
exceed 1.55% of the Plan assets invested in thdg-ufhe annual Fee generally is payable quarterigsrears and
includes FSTC's fee for acting as custodian anti{estee. If a Plan terminates its participationtia Funds in the
middle of a quarterly payment period, a fee will tlearged from the beginning of the quarter throdigé
termination date. A plan will be subject to theeFEemmencing on the date that MSSB begins provittiagservice
to the Plan.

Additional Information
A Plan or MSSB generally may terminate the Sergiceny time by giving thirty days’ written notice.

MSSB and Financial Advisors also may provide otfenvices in connection with the Service. Any ssehvices
will be specified in the investment advisory agreetor other agreement between MSSB and the Hitamt.c In
addition, MSSB and affiliated companies are comptats for providing services to the Funds as trustee
otherwise.

SMITH BARNEY ADVISOR

Smith Barney Advisor is an investment advisory pang designed to assist a client in devising andémpnting a
reasoned, systematic, long-term investment strateidpyred to the client's financial circumstanceSmith Barney
Advisor assists clients in evaluating their investitnobjectives and risk tolerances and enables theimvest in a
broad array of Eligible Assets (as defined belo®iith Barney Advisor is a non-discretionary inwestt program in
which all investment decisions are made by thentliether than the investment of free credit badanand the
conversion of mutual fund shares to shares of ferdifit share class as discussed below. NeitherBUE8 any
affiliated entity has any investment discretion rogeclient's Smith Barney Advisor account (the “Aaat”). The
Smith Barney Advisor Program consists of the follmpelements:

e The Investment Proposal MSSB shall assist with the review and evaluatidra client’s investment
objectives. In order to develop a client's ovemlitability, MSSB shall review and evaluate a rfie
financial goals and risk tolerances based on agsinvent questionnaire (the “Investment Questioat)dihat
the Financial Advisor completes with the assistasfdbe client, to reflect the client’s situatiom reviewing
client’s suitability, MSSB may consider assets @ not contained in the Account (“Outside Asgetas
well as any Unsupervised Assets (as defined bethai) client has designated for analysis. Basethen
Investment Questionnaire, MSSB shall prepare agsimvent proposal (the “Proposal”) containing inwvesit
concepts that are consistent with the client’s stwment objectives. The Proposal provides speaificice
about implementing investment decisions throughible Assets (as defined below), which cover a spat
of investments. Available mutual funds may be phased by the client without the imposition of anijial
or contingent deferred sales charges if the fund Bupervised Asset, as defined below (but willaem
subject to the internal expenses described in Eackl prospectus’ expense table). The mutual funalg
impose short-term redemption fees, client shouldrr® the Fund’'s prospectus for additional infotiom
regarding these fees.

Based on the Proposal, MSSB shall also perforrasaet allocation analysis. In the event the clietifies
MSSB of a change in the client's investment sulitgbiand objectives contained in the Investment
Questionnaire or Proposal, MSSB will generate @&seelvProposal, and if necessary, suggest rebatané€in
the Account’s asset allocation in accordance wighupdated information.

» Investment Services MSSB shall periodically provide the client wittvestment advice, which may include
recommendations regarding investing in Supervisesks in a manner consistent with the client'sstment
objectives; and pursuant to the client’'s consehichvshall be obtained prior to each transactiorgrier to
accept transactions in the Account.
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As used in this brochuréEligible Assets” consist of assets held in a Smith Barney Advisocodot that are: (a)
domestic equity and certain other securities (otfmamn securities of Morgan Stanley and Citi (“MS @iti
Securities”)), including, but not limited to, commatock, convertible preferred stock, convertibbads, shares of
closed-end investment companies that may or map@&asponsored or advised by MSSB or its affiliafesgrican
Depository Receipts, and any rights or warrantequity securities; (b) certain foreign equity séies; (c) options
on domestic equity securities or indices; (d) leeadved shares or shares not offered with a loazkghin open-end
investment companies that may or may not be spedsmradvised by MSSB or its affiliates, as spedifirom time
to time by MSSB; (e) load carrying shares of cartgien-end investment companies, as specified fimeto time
by MSSB, that have been purchased on a load batsigle of the Smith Barney Advisor Account (suckload and
load investment companies collectively referredsd’Funds”); (f) certain exchange traded funds FE™) and fee-
based unit investment trusts; (g) certain fixedbme securities (including, but not limited to, UBeasury and
federal agency securities, corporate bonds, muaidpnds, preferred stock, and mortgage-backedritiesy as
specified from time to time by MSSB and certificatef deposit (for non-retirement clients); or (lasb and cash
equivalents (e.g., money market funds and certaantderm fixed income securities) (“Cash Equivadén

As used in this brochuré|neligible Assets” include, but are not limited to: MS & Citi Sedigs, insurance,
annuities, limited partnership interests or umptgcious metals or other commodities or futuresetie, options on
futures, currency options, foreign currency, conuiarpaper, certificates of deposit (for retiremeients),

bankers acceptances, and certain unit investmasisfrinvestment company shares and fixed incomiges that
are not Eligible Assets, as described above.

As used in this brochuréSupervised Assets”consists of all cash and Cash Equivalents, asasedlll other assets
in the Account that are not Unsupervised Assetdnstipervised Assets” means all Ineligible Assessdefined
below), as well as any Eligible Assets that (i) aoé cash or Cash Equivalents, (ii) client requéstsncluded in
Unsupervised Assets and (iii) MSSB accepts as Unsiged Assets. Notwithstanding anything to thet@ry in
this brochure, MSSB shall not provide any investhagtvisory or other services contemplated by thisbure with
respect to Unsupervised Assets. Unsupervised &\sg#tnot be included in the calculation of theeH@s defined
below).

MSSB will not provide advice with respect to Outsiflssets or with respect to Unsupervised Assets.

MSSB may add or delete classes of securities @tad®m the definition of Eligible Assets and igédlle Assets
from time to time, and upon notice to the clieht.addition, without notice to the client, MSSB magat any Fund
or other asset that is in client’'s Account as aligile Asset”, in which case such Fund or otheseashall become
an Eligible Asset. In addition, without notice ¢bent, MSSB may convert any Fund in an Account tlsaan
Ineligible Asset to a share class of the same Rhatlis an Eligible Asset. The Fund that is amile Asset will
become a Supervised Asset as defined in this brechu

If a particular Fund or other asset held in clismiccount becomes an Eligible Asset, such Fundlmerasset will
become a Supervised Asset and MSSB will includeRbed or other asset in the Periodic Review (agndef
below) and in the Account asset value for purpadesalculating the client's Smith Barney Advisoe fand shall
provide the other services specified in the investiradvisory agreement with respect to that Funatioer asset. If
a Fund or other asset becomes an Eligible Ass@iglarbilling period, the Account may be subjecatpro-rata fee
based on the number of days remaining in the gilperiod. Accordingly, any asset in a Smith Baréelvisor
Account may be or become subject to the Smith BaAwvisor fee.

At least 2,200 Funds are available to Smith BarAdyisor clients. In determining whether a familf Eunds
should be available to clients, MSSB generallyeesd and considers a number of factors, includirtgnbtilimited
to the number and variety of funds offered; lengfttrack record and historic appeal to MSSB clieartd Financial
Advisors; short- and long-term performance of tbaeds offered; size of assets under managemenityatul
support Financial Advisors and clients throughrirag, education and sales literature; and leveintdrest and
demand among clients and Financial Advisors. @fFRonds available to Smith Barney Advisor cliemsstain
funds are covered under the Opinion Research oegsc®kesearch as described in the “Research in dxgvis
Programs” section set forth below.
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MSSB and its Financial Advisors may also providbeotservices in connection with the Smith Barneyigar
Program. Any such services will be specified i litvestment Advisory Agreement between MSSB aadtlient.

Smith Barney Advisor is an ongoing investment amglyisservice. Once an Account is active, the clieceives a
periodic review (the “Periodic Review”) highlighgnAccount performance. The Periodic Review is anitodng

report containing an analysis and evaluation of Shath Barney Advisor Account, provided to assist tlient in
ascertaining whether the objectives for the SmisinnBy Advisor Account are being met and recommeyndirhen
appropriate, changes in the allocation of assetsgrmvestment types. In addition to the PeridRiiwiew, the client
receives account statements in any month in wihietetis activity and, in any event, quarterly. eBtiwill also receive
confirmations of all transactions.

Smith Barney Advisor Fees

The annual fee for participation in the Smith BgrAelvisor Program is 2.00%. Clients maybe eligifde a discount
from the standard fee if they have assets that sgetific break points. Please see the sectioombehtitled
“Client Fee Break Points.” MSSB currently receives a fee of up to 0.12% fralhparticipating mutual funds for
non-ERISA assets. A portion of these fees mayesagnt revenue sharing if and to the extent that ¢eeed what
the mutual fund would otherwise have paid for seetvices. Thus, MSSB has a conflict to recommentuat
funds over individual securities or ETF’s.To begidle for participation in the Smith Barney Advis@rogram, the
client must have a minimum of $25,000 in Eligiblessiéts in Smith Barney investment advisory accoofits
members of the same household as client. In thatdhis requirement is not satisfied at any tiM&SB may, in
its discretion, terminate this investment advisagyeement and remove the Account from the SmitméaAdvisor
Program.

The annual fee may be subject to negotiation. artreual fee and minimum amounts may differ based namber
of factors, including, but not limited to, the ammbwf Smith Barney Advisor assets and the numbedrrange of
supplemental advisory and client related serviodsetprovided by MSSB and the Financial Advisopoesible for
the Smith Barney Advisor assets. Fees are gengpalty quarterly, in advance. In addition to theitBnBarney
Advisor fee, the client will bear a proportionateare of the fees and expenses incurred by the FHandkich the
client is invested. The prospectus of each ofaHhamds describes these internal fees and expendesail. For
more information relating to fees, please see #wians entitled Additional Information Regarding Fees and
Charge$ and “Compensation from Funts the “"GENERAL ACCOUNT INFORMATION" section bels.

The Smith Barney Advisor Program is available onfythe basis of an asset-based fee paid to MSSis fée
covers the services described above, as well dedyusf securities and trade execution on Supedvisesets with
or through CGM.

Any fee which a trust company affiliated with MS$8Barges for its services (if applicable) as custodind trustee for
the Smith Barney Advisor assets, pursuant to argepagreement between the client and the truspanyn will be
charged separately.

Interest will be charged to a client's account #thtle account show a debit balance. The “nettgtualue of the
Supervised Assets in the Account shall be utilifoedhe purpose of calculating the Fee.

A client may terminate participation in the SmitlarBey Advisor Program at any time by giving writtestice to
MSSB. MSSB may (but is not obligated to) accepbeal notice of termination from client in lieu tfe written
notice. If participation in the Smith Barney AdwisProgram is terminated, any advisory fees paadivance will be
refunded on a pro-rata basis.

Principal Transactions

For non-retirement clients, CGM may execute tragliés respect to transactions executed for a cljerd., selling a
security to, or purchasing a security from thertlavhile acting as principal for its own accourh addition to the
Smith Barney Advisor fee charged by MSSB, MSSB ralsp benefit from the transaction by receiving akng
or mark-down, underwriting fee or selling concensias well as other incentives to execute trarsastdirectly
from CGM’s inventory. This will result in CGM rdaing customary dealer profits or losses on thddsaand as a
result, may present a potential conflict of intére&ny profit or loss on principal trades would eparate from or
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additional to, and would not reduce or otherwiskseatf compensation received by MSSB under the SBetmey
Advisor Program. Prior to execution of a principahsaction, MSSB will obtain client’'s consenstid transaction
including all material terms thereof as requireddy.

SMITH BARNEY COLLECTIVE FUNDS ASSET ALLOCATION SERV ICE

The Smith Barney Collective Funds Asset Allocat®ervice is available to defined contribution empkybenefit
plans (“Plans”) and their participants (“Participglih that are investing (or intend to invest) ptasets in the First State
Trust Company Collective Trust Funds (the “Funds”).

The Smith Barney Collective Funds Asset Allocattervice is provided by CG and offered jointly thgbuFirst

State Trust Company (“FSTC”) and MSSB. Under tkevige, a Plan that is investing (or intends toesty Plan
assets in the Funds may engage MSSB to provideaitscipants with recommendations on the allocatibtheir

Plan assets among certain of the Funds availallerihe Plan. To participate in the Service, a Past select for
its investment platform one of the groups of Fuddsignated by MSSB as an “Asset Allocation Grougd.he

Service is not available if a Plan offers investingptions to its Participants in Funds that are pant of an Asset
Allocation Groupl

The Funds are sub-advised by recognized institatimvestment management firms. FSTC's Investri@ammittee
selects each sub-advisor taking into considerafionsulting Group’s research and evaluation proc@$ss process
includes an examination of the firms' investmenbcpss, portfolio management team, business steuauod
performance, among other criteria. Each sub-advsseegularly monitored and reviewed to ensureoitinues to
maintain the level of investment quality for whithvas initially hired.

STRATEGIC PORTFOLIOS

Services Provided

The different types of investment management pliogodescribed below are managed by MSSB withost th
involvement of any Sub-Managers.

Strategic 10 Portfolios

The Strategic 10 Portfolios seek as their primarestment objective long-term capital appreciatidhe portfolios
are individually managed based on the implementatb the Dow Dividend Strategy. The Strategy uses
disciplined approach to identify and maintain astportfolio of stocks from the 30 componentshaf Dow Jones
Industrial Average (“DJIA"). The Strategy usesidand yield as the primary criterion for portfolgzlection.
Individual accounts are invested on a weekly bgsischasing the ten highest-yielding DJIA stockshattime of
inception. Accounts are generally restructured @fdilanced approximately one year from inceptidhere may
be some circumstances when the investment mandljetewiate from the discipline and make adjustnsetot the
portfolios. MSSB generally imposes an investment minimum of, @30 for new accounts investing in the Strategic
10 Portfolios. MSSB, in its sole discretion, magive any one or more of these minimums for any eneore
accounts.

Fees

Clients invested in Strategic Portfolios pay MSSBaanual fee of 0.30% of assets invested. Cliemighm eligible
for a discount from the standard fee if they hassets that meet specific break points. Pleasthsesection below
entitled ‘Client Fee Break Points.”

! The Asset Allocation Groups do not include anyhef Funds that are considered by SB to be balafureis (the "Balanced Funds"). A Plan may makear@ore
of the Balanced Funds available to its Participamis still participate in the Service. HoweveB, 8ill not take into account any Balanced Fund afteby the Plan
when providing asset allocation recommendatiorf3aicipants.

2 Applicable law or regulation may prohibit MSSB fropurchasing, the stock of Morgan Stanley or Citisecurities where MSSB affiliates aperforming
investment banking servicefr portfolios if such stock were to meet the stten criteria of the applicable Strategy descrilbedow. In such event, MSSB may
substitute one or more other stocks (for examye, it1th highest yielding stock in the DJIA for tB&ategic 10 Portfolios) for the stock(s) thatsitunable to
purchase and/or increase the weightings of theirémgastocks that fit the Strategy’s selectionemid.
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TRAK CGCM

TRAK CGCM is an investment advisory program offelgdMSSB’s CG, designed to assist a client in degisind
implementing a reasoned, systematic, long-termsiment strategy tailored to the client’s finana@atumstances.
TRAK CGCM links the CG’s experience in evaluatingiavestor’'s investment objectives and risk toleemand
the abilities of investment advisers to meet thobgectives and risk tolerances with the conveniead cost
effectiveness of a broad array of mutual fund itwesit portfolios. TRAK CGCM consists of the follow
elements:

e The Request The core of TRAK CGCM is CG’s evaluation of tbiéent’s financial goals and risk tolerances
based on a confidential client questionnaire (tReduest”) that the client completes with the aastst of a
Financial Advisor. If the client is a participadiitected employee retirement plan (“Participantebied Plan”)
qualified under Section 401(a) of the Internal Resme Code of 1986, as amended (the “IRC”), and éf th
Participant-Directed Plan has selected the seryiadijcipants in the plan (“Plan Participants”) quete the
Request. In this case, CG evaluates the finagoilk and risk tolerances of the Plan Participarifghe client’s
financial situation and individual needs change, ¢dlient may complete a new Request, in which e@&twill
issue a new Recommendation, appropriate for teattdichanged circumstances.

* The Recommendation Based on its evaluation of the client's or PRarticipant’s financial goals and
circumstances, CG prepares and issues a recomnoendtte “Recommendation”) to the client. In the
Recommendation, CG provides advice as to an agptepmix of investment types designed to balanee th
client's or Plan Participant’s financial goals atgihis or her means and risk tolerances as paxtlofig-term
investment strategy. The Recommendation provigesiic advice about implementing investment decisi
through Consulting Group Capital Markets Funds fffreist”), a series of mutual fund investment palitis (the
“Portfolios”) that covers a spectrum of investmenlithe client is an employee retirement planlified under
Section 401(a) of the IRC, which utilizes a trustpany as trustee or custodian, the Recommendatan
include purchasing shares of Stable Value Investsnigine “Stable Value Trust”), a collective trushfl. MSSB
is compensated for providing services to the Tamst the Portfolios as investment manager, adnmatistiand
otherwise. The Recommendation specifies a combmaf investments in the Portfolios and/or theb&ta/alue
Trust considered suitable for the client or Plani€ipant.

e The Investment Monitor. TRAK CGCM is an ongoing investment advisory g&v Once an account is active,
the client receives a periodic review (the “ Inmesht Monitor”) highlighting all account activityThe Investment
Monitor is a monitoring report containing an anayasnd evaluation of the TRAK CGCM account to asier
whether the objectives for the TRAK CGCM accourg &eing met and recommending, when appropriate,
changes in the allocation of assets among investyyges.

In addition to the Investment Monitor, the clieateives confirmations of all transactions and aotstatements in
any month in which there is activity or, in any Byeuarterly.

The CGCM Funds are sub-advised by recognized umistital investment management firms. CG seleath sab-
advisor from Opinion or Access managers, as dexgrib the section titledResearch in Advisory Programst

based on a research and evaluation process thadéscan examination of the firms' investment psses, portfolio
management teams, business structures and perfoemjaamong other criteria. Each sub-advisor isilaely

monitored and reviewed to ensure it continues tintam the level of investment quality for whichvitas initially

hired. CG also reviews CGCM Funds to ensure amahbverlap of investments among Funds and thaFtimels
do not stray from their stated investment mandate.

In the TRAK CGCM program, neither MSSB nor any laffed entity has any investment discretion over dhent’s
account. The client or Plan Participant makesnaitstment decisions, except as with regard taathe-reallocate
feature.

MSSB and Financial Advisors may also provide o#@wices in connection with TRAK CGCM. Any suchviees
will be specified in the Investment Advisory Agreemhbetween MSSB and the client.
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TRAK CGCM Fees

The annual fee for participation in TRAK CGCM i®@% and the fee is payable quarterly. The qusrfed shall be
based on the fair market value of TRAK CGCM aseatthe last day of the previous quarter, and $legibme due on
the tenth business day of the second month ohére ¢urrent calendar quarter. Clients maybe ddiditr a discount
from the standard fee if they have assets that sjeetific break points. Please see the sectioombenhtitled
“Client Fee Break Points.”

The annual fee for Participant Directed Plans ddpem the level of services provided by CG andRimancial
Advisor, but will not exceed 1.5%.

The minimum initial amount of TRAK CGCM assets 0$000. The minimum initial amount of TRAK CGCM
assets for Plan TRAK CGCM programs is $10,000. PAah” means an individual retirement account, aewtent
plan for self-employed individuals, or an employleenefit plan subject to the Employee Retiremenbime
Security Act of 1974, as amended. The annual fidenainimum initial amounts may be subject to negjain. The
annual fee and minimum initial amounts may diffaséd on a number of factors, including, but nottéchto, the
amount of TRAK CGCM assets and the number and rahgapplemental advisory and client related sewio be
provided by MSSB and the Financial Advisor respblesfor the TRAK CGCM assets.

The quarterly TRAK fee for a client which is a Plaill be reduced by an amount equal to, for alltfdios in
which Plan Assets are invested: (A) the daily vadfid’lan Assets invested in a Portfolio, multiplieg (B) the
reduction factor specified below, multiplied by (&)raction, the numerator of which is 1 and thaaeinator of
which is 365, the product of which will then be acwlated daily for the entire Calendar quarter (tBRISA
Leveling Credit”). Client’s quarterly TRAK fee wibe reduced by the amount of the ERISA Levelingditrin the
calendar quarter following the accumulation of seEHSA Leveling Credit.

The reduction factor for Money Market Investmerttalsbe 0%; for all other Portfoliohe reduction factor will be
equal to the fee that CG retains for managing efthe Portfolios less the maximum fund managerfemthat CG

may retain under the exemption (the lower of 209psints or the lowest fee retained by CG fromRlogtfolios on

any given day).

The fee described above covers only the servicesrided above. The fee which the trust companygesafor its
services (if applicable), as custodian and trusteehe TRAK CGCM assets, is pursuant to a sepaagteement
between the client and the trust company.

As a shareholder in the Portfolios or the Stabléu®¥&rust, the client will also bear a proporti@nahare of the
Portfolios' or the Stable Value Trust's fees andesises. The Portfolios' fees and expenses argbdeb detail in
the prospectus(es) for the Trust.

Interest will be charged to a client’'s account $thabie account show a debit balance. Any deb#rz will not be
deducted from the account balance for the purpbeaalculation of the TRAK CGCM fee.

TRAK NAV

TRAK NAV is an investment advisory program offeteg MSSB’s Consulting Group (“Consulting Group” dZG”"),
designed to assist a client in devising and implging a reasoned, systematic, long-term investrsieategy tailored
to the client’s financial circumstances. TRAK NAMks CG’s experience in evaluating an investorigeistment
objectives and risk tolerances and the abilitiegeéstment advisers to meet those objectives iaskdalerances with
the convenience and cost effectiveness of a broay af mutual funds. TRAK NAV consists of the laling
elements:

* The Request The core of TRAK NAV is CG’s evaluation of thieat’s financial goals and risk tolerances
based on a confidential client questionnaire (fReduest”) that the client completes with the assist of a
Financial Advisor. If the client’s financial sittien and individual needs change, the client maypulete a
new Request, in which event CG will issue a newoRenendation, appropriate for the client's changed
circumstances.
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* The Recommendation Based on its evaluation of the client's finahgaals and circumstances, CG
prepares and issues a recommendation (the “Recodatiemi’) to the client. In the Recommendation, CG
provides advice as to the appropriate mix of invesit types designed to balance the client’s firmrgwals
against his or her means and risk tolerances agpatong-term investment strategy. The Recondaton
provides specific advice about implementing invesitmdecisions through mutual funds (the “Fund” or
collectively, “Funds”) offered by a variety of furfdmilies which cover a spectrum of investmentshe T
Funds may be purchased by the client without thgosition of any initial or contingent deferred sale
charges. The Recommendation specifies a combmatiBunds considered suitable for the client.

* The Investment Monitor. TRAK NAV is an ongoing investment advisory servic&nce an account is
active, the client receives a periodic review (thevestment Monitor”) highlighting all account agty. The
Investment Monitor is a monitoring report contagizn analysis and evaluation of the TRAK NAV acdoun
to ascertain whether the objectives for the TRAKWAccount are being met and recommending, when
appropriate, changes in the allocation of assetsgrimvestment types.

In addition to the Investment Monitor, the clieateives confirmations of all transactions and aststatements in
any month in which there is activity or, in any Byyeuarterly.

When Funds are added to TRAK NAV, CG reviews thend® management, investment process, portfolio
structuring techniques, performance history antestyientation as described below in tHeesearch in Advisory
Program$ section. CG also applies sub-style categorizetias appropriate to reflect different shades tiesa
core, growth and international investing. Once @&ermines the Fund is appropriate for TRAK NAW #und is
made available. Going forward, CG may conduct quici interviews with Fund representatives and nesie
portfolios of Funds in the major equity asset aas® determine if the Funds remain fit for thdgesd asset class.
From time to time, if a Fund would be more appragly categorized in another class category, CG reay
categorize the Fund. Certain Funds may not beesti) CG interviews or portfolio reviews if thegedn the fixed
income or specialty asset classes or if the Furalsxat make the management and/or portfolio inforomat
available. In addition, existing Funds in TRAK NA¥ay not meet the same criteria applied to new Famdied to
the program.

However, in the course of its ongoing review of &sirmvailable in the TRAK NAV program, Consultingo@p
Investment Advisor Research (“CG IAR”) may discoueformation about a Fund, which would cause it to
reconsider its decision to make such Fund availablde Program. In particular, issues relategp@éosonnel and
management turnover; organizational issues; investrprocess issues; compliance-related issuesasset level
factors may cause CG IAR to decide to terminateFined’s availability in the Program. Finally, & important to
note that at all times, it is within CG’s sole oh&gion to allow, deny, maintain or terminate a &sravailability in
the TRAK NAV program, as further described in tfie'Search in Advisory Prografriselow.

In the TRAK NAV program, neither MSSB nor any affted entity has any investment discretion overdient’s
account. The client makes all investment decisiersept as with regard to the auto-reallocataifeat

MSSB and Financial Advisors may also provide os&wices in connection with TRAK NAV. Any such siees
will be specified in the Investment Advisory Agreemh between MSSB and the client.

As a result of MSSB'’s receipt of shareholder séng@nd other mutual fund fees (“Servicing Feesi® aggregate
fees received by MSSB may vary depending on thed&im which the client invests, unless the clienaiPlar'.
Consequently CG may be presented with a confliéghtefrest when determining the RecommendationHerdient
(unless the client is a Plan). MSSB is subjecata intends to comply with, standards of fiducidugy that require
it to act in the best interest of the client wheoyiding the client with investment advice.

3 In the case of Plan Clients, MSSB offsets the Heeek it receives against the TRAK NAV fees due fRlam Clients in the manner described
in this Brochure under the heading “TRAK NAV Fed3lan Client Fees.”
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The annual rates of Servicing Fees that MSSB resdiom the Funds and/or their sponsors, investiedvisers or
other service providers with respect to non-Pldantlassets invested in these Funds through theKTRAV
program are as follows:

Annual Servicing Fee Rates

Funds and Fund Familie$ for Non-Plan Client Assets
ABNM AMRO FUNAS .....cooiiiiiiiiiiiceee e e e e eeaannns 0.35%
Absolute Investment AdVISOIS .........ceeeieiieeeeeeiiiiieieeeeeeeeeeeiiians 0.35%
AIM/INVESCO FUNAS.....coo i eeeeaans 0.30%
AlGEN FUNAS....cci i s st r e e e e aaaeeeeeeas 0.30%
AllianceBernstein FUNAS ...........veiiiiiiiieeeeeieeeee e, 0.15%
Alternative Investment Partners.............veeeeeeeeeeveeevvvvnvneenns 0.35%
American Century Tax-Free Bond Fund.........ccccccervvvvnnnnnne.n. 0.20%
All other American Century FUNAS .........coooaoeeeceiiiiiiiiiiiies 0.25%
American FUNAS .......cooooiiiiiiiiece e 0.35%
AlEIFUNAS....ccoi e, 0.35%
ArtiSAN FUNAS ... eme et 0.35%
Ao FUNAS ... e 0.35%
ASION FUNAS «.ccevieeeeee et 0.35%
Baird FUNAS .....vviiiiiiiciciciceeeeit e et e e e e e e e eeeaanns 0.35%
Annual Servicing Fee Rates (cont'd.)

Funds and Fund Families for Non-Plan Client Assets
Baron FUNAS.........uoiiiiiiieeee e 0.30%
BIackROCK FUNAS .........uoiiiiiiiee et 0.35%
Brandywing FUNAS .........ccoiuiiiiiiiiiiiiieeeeeeee e 0.15%
Calamos FUNAS.........oiiiiiiee e e 0.25%
Cambiar FUNAS ... ceeeee e 0.35%
Causeway FUNAS ... 0.35%
Cohen & Steers FUNAS..........ouvveiiiiiieiieeeeeeeiiiiee e 0.25%
Columbia FUNAS .....cooeeeeiiieeecec e 0.25%
CRM FUNAS ...ttt et e e 0.35%
CUllEN FUNAS ... 0.35%
DAVIS FUNAS ...ttt 0.25%
Delaware FUNAS ....ccoooiiieiiiieeee vt 0.35%
Dreyfus S&P 500 Index FuNnd..............eeeeeeeeeieiiiiinniinnis 0.10%
Dreyfus U.S. Treasury Long-Term Fund........commmeeeeeen......0.15%
All Other Dreyfus/Founders FUNAS..........ccocceeeeieiiieniiiciiines 0.30%
DWS FUNGS ...uiviiiiiieieeeeeeeeeeeeeei e eeeee bt e e e e e e e e e e e eeeaasaaranas 0.30%
Eaton Vance FUNAS ........ccooeiiiiiiiiiiiieteeeemee e 0.35%
Federated Prudent Bear FUNAS .......ccoooeeeeeeeeeeeeeieieeeeeiiiiinnn, 0.35%
Forward Hoover FUNAS .......cvviiiiiiiiiiiiieeeeeeee e 0.35%
Franklin FUNAS ....cooooiiiiee e e e e e eeeaaraaraee 0.35%
GAMCO/Gabelli FUNAS .........oooeeiveiiiii e 0.25%
Goldman, Sachs FUNAS............cuvvvuiiiiiimmmem e 0.35%
Harbor FUNAS .......ooooiiiieeicece et 0.35%

* Here a Fund Family (e.g., American Funds) is shahis,means that at least one Fund (but not neglysathfunds) from that Fund Family is
available through the TRAK NAV program.

5 Annual Servicing Fee rates shown for non-Plan asseta percentage of non-Plan assets investhd fund(s) through the TRAK NAV
program. For further detail on these fees, see VRAK NAV Investment Advisory Agreement.
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Harding LOBVNET ........coooiieiiiiitee s commm st eeeanaaaaee s 0.35%

HAartford FUNAS .......oooviiiiiiiiieiee e 0.35%
HeNderson FUNAS .........ooiiiiiiiiiiiee e 0.35%
Hotchkis & Wiley FUNAS..........oooiiiiiiceeee s 0.35%
ING FUNGS......ciiiiiieeiiiiiiee e s e e e e et e e e e e 0.35%
Ivy FuNds Distributor ..., 0.35%
JANUS FUNAS ....uuiiiiiicccc e eeee e e 0.25%
Janus AdVIser FUNAS ........ooouuiiiiiiie e 0.35%
JENSEN FUNAS ....ovviiiiiii it 0.35%
JP MOrgan FUNAS ......ceviiiiiiieecee e e 0.25%
LAUDUS Rosenberg FUNAS............uueeeeeees o vveivnnneeneeeeenns 0.25%
Lazard FUNAS.......coooiiiiiiiiie e 0.35%
Legg Mason Partners FUNAS.............ovee oo vvvvveeeeeeeesaeaeeens 0.35%
LooMis Sayles FUNAS ........cooooiiiiiii i st 0.25%
Lord Abbett FUNAS .......ueviiiiiiiiiiiee e e 0.35%
Mainstay FUNAS ... 0.35%
Managers FUNAS ...t 0.35%
Manning and Napier FUNS.................eeemmmmeieeieeeeeeeeeeeaeeeenn 0.35%
Merger FUN..........ueeiiiiiiiiiae et 0.35%
Metropolitan West Asset Management Funds......................0.35%
MES FUNAS ...ttt eeeeee e a e e 0.35%
MIdAS FUN ... et 0.35%
MOSAIC FUNAS ....eeiiiiiiiiiiiiiie e 0.35%
Neuberger Berman FUNAS ..........ccccvvviirimeeeeeninrieeneeeeeeeeeeeeenns 0.25%
Northern Trust INVESIMENES........ccooiiiiiieeeecre e 0.35%
NUVEEN FUNAS ...eiiiiiiiiiiiiie ettt e e e 0.35%
Oakmark FUNAS......ccocooiiiiiiiiie e 0.30%
Old MUtUAl ... 0.35%
OppenheimerFunds INC. ... 0.35%
Annual Servicing Fee Rates (cont'd.)

Funds and Fund Families for Non-Plan Client Assets
Philadelphia International Fund..............ccccocviviiiiieeeneeneeeennn. 0.30%
PIMCO EQUItY FUNAS .....ovviiiiiiiieeeceee e e e e e aaaaeaaeees 0.35%
PIMCO Fixed Income FUNdS .........coocvviiiiveicee e 0.25%
Principal FUNAS ....ooooviieiiii e 0.35%
Prudential FUNAS .........oiiiiiiiiiieeeeee e 0.35%
ROYCE FUNAS....coiiiiiiiiiiieee et 0.35%
RS FUNAS ... 0.35%
SChroder FUNAS .........coooiiiiiiie e e e e e e e e e eeaeeaeeana 0.35%
SKYHNE FUNAS.....iiiiee et e 0.35%
ViIrUS FUNAS ..o 0.35%
SSOA FUNAS ..o r e e e e a e e e e e e e e 0.35%
T. ROWE Price FUNAS.......ocuviiiiiiiiiitimmmmee e 0.25%
Tamarack FUNOS.........ccoiiiiiiiiiiiees it et e e siieeeee e 0.35%
TCOW FUNAS ..t e et 0.35%
Thornburg Intermediate Municipal Fund........ccccccvvvviivvnennn... 0.15%
All other Thornburg FUNAS...........cooueeei e e e oo e e e ee s esesnneenens 0.35%
TUMEN FUNAS ... 0.35%
WasatCh FUNAS ......coooiiiiii e 0.35%
Wells Fargo Advantage Funds..............uueueeeecciiniiiiiiiiieeeeen, 0.35%
Western Asset FUNAS............oovviiiiiiiieeeeeeceen e 0.35%

Western Asset Money Funds Cash Portfolio ........................0.19%
Western Asset Money Funds Government Portfolio.............0.22%
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All other Legg Mason FUNdS........cccccccveeviieeeeviiiiiiee e, 0.25%
William Blair FUNAS..........ooiiiiiiiiiiie i 0.35%

New Funds may be added or removed periodicallyy¢oRrogram. The new Funds will pay MSSB Servidiegs
in the range described above.

TRAK NAV FEES

Non-Plan Client Fees

The annual fee for participation in TRAK NAV is D% and the fee (unless the client is a Blanpayable quarterly.
The quarterly fee is due on the tenth businessofitlye third month in each calendar quarter artshised on the fair
market value of the client's TRAK NAV assets on tast day of the previous quarter. In additionh® TRAK NAV
fee, the client will bear a proportionate sharehef fees and expenses incurred by the Funds inhvthi client is
invested. The prospectus of each of these Furstsibes the fees and expenses. Clients maybeleligiba discount
from the standard fee if they have assets that mgetific break points. Please see the sectioombehtitled
“Client Fee Break Points.”

Plan Client Fees

If the client is a Plan, the annual fee for papétion in TRAK NAV is the sum of (i) the amount denined in

accordance with the above schedule (the “Varialalie Rayment”) and (ii) the amount equal to the ayeidaily net
asset value of the client’s Fund investments miigtipby the annualized rate of 0.25% (the “FixedeRRayment”).
The Variable Rate Payment is payable quarterlyherténth business day of the third month in eatdndar quarter
and is based on the fair market value of the ¢idruind investments on the last day of the prevguaster. The Fixed
Rate Payment is due on the last calendar day df ealendar quarter. However, MSSB may defer réasiphe

Fixed Rate Payment for any quarter until the téntkiness day of the third month of the followingagar. On that
day (the “Payment Date”), MSSB will credit the agggite amount of Servicing Fees attributable talieat's Fund

investments for the previous quarter against tlked-Rate Payment payable by the client for theiptesvquarter.
To the extent that the aggregate amount of SeiyiEi@es attributable to the client’'s investmentstifier previous
guarter exceeds the amount of the Fixed Rate Paywmagable by the client for such quarter, the ex@aount will

be credited against the client’s Variable Rate Raynfor the then current quarter. To the exteatamount of the
Fixed Rate Payment payable by the client for thevipus quarter exceeds the aggregate amount ofcBer\Fees
attributable to the client’'s Fund investments faclts quarter, the excess amount will be due andhpayay the

client on the Payment Date.

The Servicing Fees payable to MSSB by each Furddvany. Consequently, the credit to the Plan Glequarterly
TRAK NAYV fee payments, as described in the foreggdaragraph, may vary based on the specific Fumehich
the client’s assets are invested during the quarkercept as otherwise disclosed to the client,dteslit for any
quarter will be an amount equal to the product @fthe average daily net asset value of the theassets invested
in each Fund during the quarter; (ii) the numberdays in the quarter for which the TRAK NAV feeliging
assessed with respect to the client’s investmerthah Fund; and (iii) a fraction, the numeratorvdiich is (A)
0.10%, in the case of investments in the Dreyfu$ $&0 Index Fund, (B) 0.15%, in the case of invesiisiin the
Dreyfus US Treasury Long-Term Fund, (C) 0.15% hia tase of investments in the Brandywine Fund,0(20%,
in the case of investments in the American Cenfiay-Free Bond Fund, and (E) 0.25%, in the casew&stments
in each other Fund and the denominator of whi@6k.

Fees Received From The Funds

MSSB receives shareholder Servicing Fees from tined§ and/or their sponsors, investment adviserstioer
service providers at annual rates ranging from%.10 0.35% of the amount of the client’s asseteséted in the
Funds (no more than 0.25% with respect to Plangsse

% For purposes of this Brochure, a Plan means (pdinidual retirement account, (i) a retiremetapfor self-employed individuals and (iii) an
employee benefit plan subject to the Employee Bnt Income Security Act of 1974, as amended.
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Additional TRAK NAV Fee Information

The minimum initial investment in a TRAK NAV accaus $10,000. The annual fee and minimum initiabants
may be subject to negotiation. The annual fee mmdmum initial amounts may differ based on a numbk
factors, including, but not limited to, the amowhtTRAK NAV assets and the nhumber and range of kupental
advisory and client related services to be providgdISSB and the Financial Advisor responsibletfer TRAK
NAV assets.

The fees described above cover only the servicesided above. Any fee which a trust company wiiety or may
not be affiliated with MSSB charges for its sergi¢# applicable) as custodian and trustee fortRAK NAV assets
pursuant to a separate agreement between theatidrihe trust company will be charged separately.

Interest will be charged to a client’s account dtidhe account show a debit balance. Any debdad will not be
deducted from the account balance for the purpbteeacalculation of the TRAK NAV fee.

A client or MSSB may terminate participation in TRAIAV at any time, by giving five days notice. prticipation
in TRAK NAV is terminated, any advisory fees paidadvance will be refunded on a pro-rata basis.

SERVICES PROVIDED BY MSSB AND CGM

MSSB is responsible for:

e Approving, opening, and monitoring client accouptfacluding obtaining, verifying, and retainingeth
client’'s account information and documents, acogpthe client's account(s), and monitoring tradamgl
other activity in the client’s account(s).

* Providing investment advice to investment advisdignts of MSSB.

« Determining whether any investment advice or recemshation given to a client by the client's Finahcia
Advisor is suitable for the client, and whether soers placing instructions for a client’'s accoung ar
authorized to do so. CGM will not give a clienvag about the client’s investments in the clieMiSSB
account(s) and will not evaluate the suitabilityiofestments made by a client, the client’s Finainci
Advisor, or any other party for the client's MSS&aunts.

» Accepting orders and other instructions from antliegarding the client’s account, and promptly and
accurately transmitting those orders and instrastim CGM. CGM will not accept orders or instroos
directly from a client. MSSB may send orders twg purchase or sale of securities on a client'silhét
CGM for execution, or MSSB may execute the trarisacand instruct CGM to post the transaction to a
client’s account.

e Operating in compliance with all applicable lawsles and regulations relating to its own operatiand
securities activities, the supervision of its Ficiah Advisors and other personnel, and the supiervief
transactions and other activity in a client’s aa@ou

« Initially receiving funds and securities for a clits account(s), in accordance with a client’srinstions,
for prompt transfer to CGM.

» Offering margin accounts to MSSB customers andinggtinargin requirements for MSSB accounts
consistent with any requirements established by CGMISSB is responsible for informing a client of
credit requirements of a client's account(s) and to comply with them. MSSB will regularly receive
from CGM information on the status of margin acdswand notice of changes in CGM house rules. €lien
and MSSB are responsible for ensuring that anynside of credit for which a client may apply or ept
is suitable or appropriate for a client, that &mfis margin account(s) are at all times fundedampliance
with Regulation T of the Federal Reserve Board tihes of the New York Stock Exchange, Inc., arftbot
applicable self-regulatory organizations and theseorules of CGM.
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Investigating and responding to any questions anptaints a client have about a client’'s account(s),
confirmations, a client’s periodic account statetegnr any other matter related to a client’'s aot(s).
MSSB will notify CGM with respect to matters invahg services performed by CGM.

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

CGM is responsible for:

Executing, clearing, and settling securities tratieas.

Preparing and sending to each client periodic statds of the client’s account(s) as well as cordiions

of the transactions in the client’'s account(s).rt@e of the information on the client’s statemermstisch as
prices and descriptions of securities are obtafrad third parties. For more specific pricing infeation,

and prior to placing orders, CGM suggests thatdlent contact MSSB. In some cases, MSSB may
instruct CGM to post transaction or other inforraatto client’s account(s). CGM does not indepetigien
verify such information. CGM provides to MSSB ocepiof each confirmation and account statement sent
to a client.

Custody (or safekeeping) of funds and securitidveled to CGM on a client's behalf or received by
CGM in connection with transactions in a clientscaunt(s). CGM is responsible for the handling of
funds and securities which it holds or receivesatient’s behalf in accordance with the instructigiven

by MSSB.

Receiving and delivering funds and securities forcli@nt's account(s) in accordance with MSSB
instructions. CGM is not responsible for any fumdssecurities which are not actually deliveredttamr
for any funds withdrawn from a client’s accountfg)MSSB or its employees.

Extending credit to a client in connection with g or maintaining securities in a client's accdaht
CGM will not determine whether any extension ofditéor which a client applies or accepts is suiatr
appropriate for a client. As described above, dlent and MSSB are responsible for ensuring that t
client’s credit account(s) is at all times fundedcompliance with Regulation T of the Federal Reser
Board, the rules of the New York Stock Exchange,,land other applicable self-regulatory organ@si
and the house rules of CGM. These rules are axelysfor the protection of CGM, and to the extent
permitted by law, CGM will not be liable to a cliefor any failure by CGM to comply with these rules
CGM has the right to take market action in a cleatcount(s) if it does not meet the credit regjumients.

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

MSSB’S ROLE AS OVERLAY MANAGER

MSSB generally performs its role as Overlay Manabevugh its MSSB Private Portfolio Group divisioMSSB
provides certain overlay services to the followM&SB advisory programs: LMPP, FS Legg Mason, F$ @6
Select UMA.

Implementation and Coordination Services Provided

As Overlay Manager, MSSB provides the following tfmlio implementation and coordination services (as
applicable) with respect to client accounts invéste LMPP, FS Legg Masoi.S and CG Select UMA programs:

implementing investment instructions furnished t&3B by Sub-Managers concerning the securities
to be purchased, held, or sold for client accouatg] determining the amount of securities to be
purchased or sold for client accounts, in accordamith rules and procedures agreed to by MSSB and
the Sub-Managers;
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ii. placing orders for and arranging for the purchassate of securities with broker-dealers to implame
the investment instructions of the Sub-Managerdarntbmmunicating the amount of securities to be
purchased or sold for client accounts to the Sulvddars for execution with broker-dealers selected
by the Sub-Managers;

iii. placing orders for the purchase, sale, or redempfoshares of mutual funds and exchange-traded
funds to implement the investment instructions 6énts and/or Sub-Managers (applicable for
portfolios and programs involving investment insdignds);

iv. rebalancing client accounts among two or more imest styles (applicable for accounts with
multiple investment styles represented);

V. coordinating a client account’s non-fund holdingpglicable for accounts with multiple non-fund
investment styles represented) in consultation thighapplicable Sub-Managers;

Vi. implementing reasonable restrictions imposed bleatcon the management of the non-fund holdings
portion of such client’s account; and

Vii. managing client accounts consistent with assetcatiion and non-registered fund, registered
investment company or asset class selections madkebts.

MSSB is directed by the applicable Sub-Manager&ruttions as to the securities to purchase andaetlient
accounts, except as otherwise noted in the demgripf a specific program. Periodically, MSSB wibalance the
account back to the desired asset allocation.

In coordinating a client account’s non-fund holdind/SSB may, in some Programs and in consultatioh the
applicable Sub-Managers, eliminate or reduce plotfoverlap resulting from a particular security irg
recommended by more than one Sub-Manager. In soograms, MSSB will also monitor an individual seigts

position size within a client’'s account based orapeeters set by the applicable Sub-Manager anchrisultation
with the Sub-Manager, reduce such position sizelgh® security’s position reach certain levels.

Types of Investments, Methods of Analysis, Soureeémformation and Investment Strategies

As noted above, MSSB purchases and sells secuotiethe basis of investment instructions furnishgdSub-
Managers to MSSB for implementation. In additiam,some Programs for balanced accounts and Multiple
Discipline Accounts, MSSB follows the instructioobthe sub-managers in determining the timing axtere of
rebalancing among multiple investment styles. &eitijo the foregoing, MSSB’s investment strategiey involve
long-term or short-term trading, short sales, matgansactions and option writing, and generallyy reatend to:
exchange-listed, over-the-counter and foreign séesirand rights and warrants to acquire the sacoeporate,
municipal, foreign and U.S. government debt sei@s;tincluding those guaranteed by such governnmanissued
by their agencies and instrumentalities and re@sehand reverse repurchase agreements includingfatie
foregoing; securities options; mortgage-backedtbemasset-backed securities and structured nogesficates of
deposit; certain derivative instruments; commerpeggber; bankers acceptances; and mutual fund shatetsall of
these strategies are appropriate for all clientsydver, and only those strategies believed to ltatde will be
utilized in any given client account or advisorpgram. It is anticipated that there may be a suitistl degree of
uniformity in client portfolios of the same invesnt style as a result of the common investmentabbs of the
clients who have selected that style.

MSSB may also invest client assets in ETFs. These fandstypically unmanaged and typically represerg.U.
securities markets, industry and market capitabpasectors, non-U.S. country and regional markatsl other
types of non-U.S. securities markets and markebee¢e.g., emerging markets). To the extent aR Epresents
securities of non-U.S. issuers, it will involve thdditional non-U.S. investment riskénvestments in securities of
non-U.S. companies involve certain risks in additio those risks ordinarily associated with invegtin securities
of domestic issuers. These additional risks ingldkde potentially negative effects of fluctuationsforeign
currency exchange rates, future political and engoalevelopments, foreign taxation and differeniceauditing
and other financial standardi addition to the wrap or management fees chaagékde account level, a client will
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bear a proportionate share of the fees and expémagsed by any ETF in which a portion of suclenlis account
is invested.

MSSB’s investment management services, other thgslementation of Sub-Manager investment instrustion
generally rely on fundamental analysis with supm@atal technical analysis which may include chartingyclical
review. Computer technology may be employed toememadily display these factors to portfolio marmage
Information is derived from many sources, which miaglude: proprietary research; financial publioas
(including newspapers and magazines), industriahuals and publications; company visits; inspectiais
corporate activities; direct contact with and predsases and other reports released by compariasal reports,
prospectuses and filings made with the SecuritiesExchange Commission; research materials prepsredher
firms; governmental reports; timing services; angoorate rating services.

Error Policy

MSSB maintains an Error Policy aimed at ensuring phompt and proper detection, reporting and ctimef
errors involving the accounts of MSSB clients. Teguirements of the Error Policy apply to the akthat MSSB
has control of resolving errors for client account$e correction method used by MSSB for an emast put the
client in the same position the client would haeerb in had the error not occurred (i.e., the clieost be made
whole for any error-related losses and costs sedfler Any gain resulting from an error generallyi we left in the
client’s account or, if realized outside the clisr@iccount, offered by MSSB directly to the clie@nly if the client
refuses to accept such a gain may MSSB retain rthit.p MSSB will not offer or give error-relatecams to any
person or firm other than the applicable client.tHe case of a trade error discovered beforeegatthit, MSSB may
seek to have the broker cancel the erroneous tea@e, if the erroneous trade has resulted in a galternatively,
an erroneous trade may be moved to an MSSB eromuat prior to settlement, and MSSB may realizedditpor
loss on the security.

Certain Tax Considerations

As Overlay Manager, MSSB may agree with a clienintplement a client-developed investment stratégy the
client believes is sensitive to the client’s partge tax situation. Neither MSSB nor any MSSBI&ife provides tax
advice, and will not be responsible for the develept, evaluation or efficacy of any such strategyny such
strategy needs to be developed by the client irsutation with a qualified tax adviser. In additidn managing
client accounts, MSSB, in conjunction with the agadble Sub-Manager, may, but is not under any akbg to, on
its own initiative seek to implement investmentattgies in a tax-sensitive manner. In such eVd®SB, in
conjunction with the applicable Sub-Manager, widek to mitigate the tax consequences associated wit
management of the client's MSSB account; but MS®Bgonjunction with the applicable sub-adviser,|wibt
consider the client’s particular tax situation be tclient’s non-account assets and transactionsssif1SSB, in
conjunction with the applicable sub-adviser, speaily agrees to do so for the client. Certain-$enrsitive
strategies that MSSB, in conjunction with the aggdlle Sub-Manager, may pursue on its own initiaihxelve
risks. For instance, MSSB, in conjunction with gpplicable Sub-Manager, may add to a positionsaaurity held
at a loss with the intention of selling all or arfian of the original position to realize a lossonpthe expiration of
the applicable “wash sale” period. The client witur additional losses in the event of a furtfadirin the price of
the security before the original position can bkl.sdMSSB, in conjunction with the applicable Sulahger, also
may engage in “merger swaps” by selling the segwfitan acquiring company held in client portfolitmsrealize a
tax loss and simultaneously purchasing the secafithe company to be acquired to maintain genexpbsure to
the acquiring company. The client may incur loseable event that a planned merger is terminateitiae price of
the company to be acquired falls in value. Certaixrsensitive strategies that MSSB, in conjunctiath the
applicable Sub-Manager, may pursue (e.g., selligh-bost basis lots of a security when selling atipo of an
account’s holdings in such security) may mitigaterent taxes but potentially lead to greater tarefsiture years.
Also, certain tax-sensitive strategies may subfjeetclient or the client’s tax advisor to certaguiéral and/or state
tax shelter disclosure, registration and/or otlkeguirements.

GENERAL ACCOUNT INFORMATION
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Client Information

In the above advisory programs, a Financial Advisay ask the client to fill out a questionnaire anconfidential
client information form that may request informatisom the client concerning the client’s financétluation and
investment objectives. Clients may update or chanfprmation at any time by contacting their FiciahAdvisor.

For the advisory programs that are managed by aaffdiated investment manager, MSSB then sends thi
information to the investment manager selected #nage the account. Any changed information will be
transmitted promptly to the investment managercseteto manage the client’'s account.

For the PM, GPM and ETF programs, the portfolio agar collects similar information regarding theenti and
keeps current on material changes when notifiethbylient.

As part of the Investment Management Services Rrogthe client will not necessarily be asked by BMS6 fill
out an investment questionnaire or confidentiardlinformation form, nor will a Financial Advisgeriodically
inquire into whether any changes in the client'®ficial circumstances have occurred.

Client Fee Break Points

Clients may be eligible for fee discounts, at thealk points listed below, from the standard progfees listed for
each specific program. For further informationaneting the break points and applicable discourdags contact
your Financial Adviser.

On the first  $249,999
Onthe next  $250,000
Onthe next  $500,000
On the next $1,000,000
On the next $3,000,000
Over $4,999,999

Education

Generally, a college degree or securities industgerience is required, other than clerical or aistiative
services, for CG personnel providing investmentisaty or consulting services, to clients. A contplésting of
each principal executive officer of MSSB, CG aslvasl personnel having managerial or supervisoryaesibility
with regard to the investment management and ctingwervices described in this brochure can bedon the
“BIOGRAPHICAL INFORMATION” section below.

Account Review and Supervision

Generally accounts are monitored on an on-goingsidas the portfolio manager or Financial Advisorgaare
subject to branch supervision. The portfolio mamagreview of discretionary accounts includesvéere of each
purchase or sale, as well as monthly position ttspor

Assignment of Portfolio Managers

In the PM, GPM, GIS and ETF Programs, client act®ane assigned by MSSB to a portfolio managercdapen
various factors, including, but not limited to, thertfolio manager’s investment experience in fetato the client’s
individual investment needs and the program sedebtethe client. In the Fiduciary Services, LMRIES, IMS,
and CG Select Programs, the portfolio managersgasd by the investment management firm. In t8eLEgg
Mason Program, an account’s portfolio managersssgned by the Manager and applicable Sub-Managers

Research in Advisory Programs

As noted in the specific programs described in bingechure, Consulting Group Investment Advisor Rese (“CG
IAR”) (or a third party retained by MSSB) uses tweethods to evaluate investment managers, mutudsfand
other types of products, such as ETFs (“Prograredtnent Products”), in its various advisory proggarpinion
Research and Access Research. In general, Ofresaarch entails a more rigorous and thorough atiaiuof a
Program Investment Product than Access ResearcHeavet investment options will qualify for approvahder
Opinion Research standard than Access Researobgraam Investment Products that are approved medhiag
Opinion Research standard may be described as beifs IAR’s Focus List. Program Investment Prdsltbat
are approved meeting the Access Research standaydbe described as being on CG IAR’s Approved List.
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Certain Program Investment Products approved ueilleer process may also be recommended based tiropar
tactical opportunities existing at a given time‘{actical Opportunities List”). It is important toote that not all
Program Investment Products available in the adyigpoograms were approved or evaluated under Opioio
Access Research. The specific advisory progra@uslithnit Program Investment Products only to thidss have
been approved meeting the Opinion or Access Rdsesiamdard are described in this brochure and aepgrate
brochure for those programs.

Opinion Research

In the more in-depth Opinion Research process, Eachgram Investment Product's manager or sponsmiges
CG IAR with relevant documentation on the Programwwektment Product(s) being evaluated, which maludiec
sample portfolios, asset allocation histories, Fisrm ADV (the form required for investment managame
registration with the Securities and Exchange Cagsion), past performance information and markelttegature.
For verification purposes, the review process malude a comparison of the Program Investment Rtaxu
reported performance with the performance of asssestion of actual accounts as computed by CG I8B. IAR
personnel also may interview the investment managdrits key personnel and examine its operatidigram
Investment Products that are approved under thei@pResearch process may be described as bei@GdAR's
Focus List.

The appropriateness of the continued retentionPfagram Investment Product as meeting the criferi®pinion
Research is reviewed on a periodic basis. In cdiimtythese reviews, CG IAR considers a broad rarigactors
including investment performance, staffing, openadi issues and financial condition. Among othends, CG

IAR personnel interview each investment manageiogarally to discuss these matters. For Programedtment
Products with whom CG IAR is familiar through refeh reviews, CG IAR has increasingly emphasized
guantitative analysis and interviews in other venimstead of in person meetings. In addition, @& may review

the collective performance of a composite of thenstdting Group accounts being managed by a paaticul
investment manager and compare this informatioroverall performance data quoted by the manager and
investigate any material deviations.

Access Research

The less comprehensive “Access Research” procedsates various qualitative and quantitative faxtdrProgram
Investment Products under consideration for Acdessearch. Among the factors which may be considare
determining whether a particular investment optigt be “Approved” under Access Research includespanel
depth, turnover and experience; investment prodessiness and organization characteristics; anesinvent past
performance. In order to assist in their evalugtile CG IAR team may utilize an algorithm — aesdbased
scoring mechanism — that reviews various qualiéatimd quantitative factors and ranks each invedtmption
contained in a third-party database. Not all Paoginvestment Products reviewed under Access Rdsenull
utilize the algorithm. When a Program Investmerddact is processed by the algorithm, analystsyaeathe
information contained in the algorithm to gauge tmenpleteness and consistency of the data whioke dhie
rankings, and then follow-up with the Program Inwent Product’'s manager or sponsor with additional
information requests. The ultimate result of thesearch effort is a conclusion by CG IAR that Br@gram
Investment Product either meets the Access Reseasacldard (product receives a status of “Approved”foes
not. Program Investment Products that are approvel@ér the Access Research process may be desesbeeing

on CG IAR’s Approved List. Program Investment Rrod that meet the Access Research standard adso ar
reviewed periodically by CG IAR to evaluate whetliieey continue to meet CG IAR’s standard to besdisas
“Approved”. However, data and information providby Program Investment Products in connection \thih
review process are not independently verified byl8B or Consulting Group.

In light of the differing research methodology astdndards under Opinion and Access Research, CGmAR
determine that a Program Investment Product noelongeets the criteria for Opinion research, or ndllonger be
reviewed under the criteria for Opinion researalt, ih either case does meet the criteria for Acéasearch, in
which case MSSB will generally notify the Clieneggarding such status changes on a quarterly basiaddition,
CG IAR may determine that a Program Investment Brbdio longer meets the criteria under either metea
process and therefore in the future, the investroption will no longer be recommended in MSSB'’s iadwy
programs (a “Manager Downgrade” or “Fund Downgradeiid the client will generally be notified of such
Downgrade. The manner of notification will vargpknding on the MSSB advisory program.
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Watch Policy

CG IAR has a “Watch” policy for covered Programéstment Products. Watch status indicates thahertourse
of its review of a given Program Investment Prod@® IAR has identified specific areas of the irwgent
manager's business that (a) merit further evaloatyp CG IAR; and (b) may, but is not certain tosule in a
Manager Downgrade in the future. Putting a Proghawestment Product on Watch does not signify amedc
change in CG IAR opinion nor is it a guarantee thaowngrade will necessarily occur. The duratba Watch
status will vary according to the length of timecessary for CG IAR to conduct its evaluation andtifie Program
Investment Product’s firm to address any area®ntern identified by CG IAR. For additional infoation, clients
should ask their Financial Advisor for a copy a thonsulting Group Investment Advisor Research’sci®&olicy.

Mutual Funds in Advisory Programs

Certain mutual funds are sponsored or managed filiates of MSSB. Since the affiliated sponsormanager
receives additional investment management feeotmt fees, MSSB has a conflict to recommend MSfiiated
funds.

Mutual fund companies typically offer different weato allow clients to purchase mutual fund sha®sme mutual
funds will only offer one share class for a pataciund while some funds offer many types of sharkasses. In
addition to the more broadly known retail sharessés (A, B, and C shares) fund companies have aimet|
additional types of specialized share classes dedidor specific advisory programs. If availabtéents will be

converted into the share class that is requiredhbyfund company for that type of account. Depegdin the
circumstances, clients may be converted into aestlass that has a lower or a higher operatingreseoe

Client authorizes MSSB (without notice to Clierd)donvert any open end mutual fund, including aegd.Mason
Capital Management mutual fund (each a “Fund”)riraacount to a share class of the same Fund whiaHaad-
waived or no-load share class such as an Institaiti¢I") share, Financial Intermediary (“FI”) ste@ror advisory
program share.

Upon termination of the account for any reasorherttansfer of Fund shares out of the accountamdSSB retail
account, client hereby authorizes MSSB to conveyt lashare(s) FI share(s) and/or advisory sharssctd any
Fund, including any Legg Mason Capital Managementuad fund, to the corresponding Fund’s primary
appropriate non-advisory share classes. Clienh@eledges that the primary or appropriate non-amtyishare
class generally has higher operating expensesthgnorresponding Fl, | and advisory share classhigh may
negatively impact investment performance.

Risk Considerations When Investing in ETFs

Investors should consider the following risks whevesting in ETFs. There may be a lack of liquiditycertain
ETFs which can lead to wide bid-ask spreads. A t#dlquidity also may cause an ETF to trade atrgé premium
or discount to its net asset value. Additionally, BETF may suspend issuing new shares and this estiin an
adverse difference between the ETF's share pricetlam value of its underlying investment holdings.times
when underlying holdings are traded less frequerdtynot at all, an ETF's returns also may divefrgen the
benchmark it is designed to track. Please feeltfraliscuss these considerations with your Findraaisor.

Money Market Funds

An investment in a money market fund is neitheuied nor guaranteed by the FDIC or any other gavemnt

agency. Although money market funds seek to pvestre value of your investment at $1.00 per shhere can
be no assurance that will occur, and it is posdibllwse money should the fund value per share fdlbreover, in

some circumstances, money market funds may beddrreease operations when the value of a fundsdbefow

$1.00 per share. In that event, the fund's hoklinguld be liquidated and distributed to the furaliareholders.
This liquidation process could take up to one manmtimore. During that time, these funds would Ib@tavailable
to you to support purchases, withdrawals and, filiagble, check writing or ATM debits from your aemt. The
money market funds available for non-retiremergrié are managed by an affiliate of MSSB, thus, BI8&s a
conflict of interest in recommending money marketds.
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Limitations on Transactions with Citi, Morgan Starly, their Affiliates and Related Parties

MSSB is affiliated not only with Citi and its afifiites, but also with Morgan Stanley and its afidg@ This results
in additional or broader restrictions relating e £xecution of client transactions as follows:

* Both Citi and Morgan Stanley will generally not astprincipal in executing trades for advisory rdigeof
MSSB (except to the extent permitted by the terfrie@respective programs and applicable law).

» Certain regulatory requirements may limit the apitif MSSB to execute transactions through altéveat
execution services (e.g., electronic communicatietworks and crossing networks) owned by eithar Cit
Morgan Stanley or their respective affiliates.

These restrictions may adversely impact client antperformance.

These restrictions may not apply, however, to ardeceived from unaffiliated investment managenfents
providing portfolio management services to clieims the Consulting and Evaluation Services, Investme
Management Services and Institutional Servicesrarag and in certain other advisory programs in twiNtSSB
does not provide portfolio management services.

Commissions for Execution Through Morgan Stanley @&@ter-Dealers

In certain advisory programs currently providedSmwith Barney and/or CGM, the program fees includkérage
transactions executed by CGM. Following the clgsof the Transaction, when those advisory progranes
provided by the SB Channel of MSSB, the prograns fise those programs will continue to include ext&xu
services provided by CGM. Clients in those proggahowever, may pay commissions (in addition to aayisory
program fees) for brokerage transactions that geewted by Morgan Stanley or broker-dealers unaffitl with
CGM.

Proxy Voting

When investing in the FS, FS Legg Mason, LMPP, &ect UMA, CES and IMS programs, clients generally
have the option to elect to have the Investmentadan(or in the FS (if MSSB is the Overlay ManageRIPP and
CG Select UMA programs the Overlay Manager) votexj@s on the client’'s behalf. If a client eledtéstoption,
the Investment Manager will vote proxies relatedatb securities held in the managed account, inomdhe
discretionary assets invested by the Investmentaganand any non-managed assets held in the maaagednt.

When investing in Smith Barney's FS, CG Select UNPM, GPM, GIS and ETF programs, clients have o
to delegate all proxy voting rights to MSSB andhauize MSSB to further delegate all proxy votinghts to
Institutional Shareholder Services (“ISS”) or amtproxy voting service (the “Proxy Voting Servigeatisfactory
to MSSB.

If a client elects this option in the CG Select UNdfogram the Overlay Manager will follow all recorandations
of the Proxy Voting Service. In these programghé Proxy Voting Service does not have a recomiaigod for
any proxy vote, the client directs the Overlay Mgarato vote all proxies in proportion to the votdsthe other
holders of the security for which the proxy votedguested.

If a client elects this option in the PM, GPM, GIEETF programs, MSSB or its designee will votexes related
to all securities held in the managed accountuifioly the discretionary assets invested by therf€iah Advisor
and any non-managed assets held in the accourgnt€may elect to have MSSB or its designee voigigs on
behalf of their PM, GPM, GIS or ETF account by niagkthe appropriate box on the PM/GPM/GIS/ETF Glien
Agreement, or by contacting their Portfolio Managewriting at any time. In providing this serviddlSSB or its
designee will vote proxies in accordance with agglle fiduciary obligations and written proxy vaipolicies and
procedures. These proxy voting policies and procesi (i) contain general guidelines that MSSB srdigsignee
will follow to ensure that they vote proxies in ammer consistent with the best interests of clieatsl (ii) are
designed to ensure that material conflicts of edeare avoided and/or resolved in a manner thadrisistent with
MSSB'’s fiduciary role. A copy of these policiesdaprocedures is available from client’s Financiavisor, upon
request.
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Clients may obtain information regarding how MSSHts designee voted a specific proxy on behathefclient's
account by submitting a written request to theiraficial Advisor.

In all programs that permit it, non-managed asaetsheld in client accounts as an accommodationaa@cot
charged an investment management fee nor inclugtepefformance reporting purposes. The Investriviartager

or MSSB does not have investment discretion witpeet to the purchase, sale or holding of non-methagsets.
However, all proxies for the non-managed assetwvated in accordance with the same proxy votindcped and

procedures followed by the Investment Manager orSBSwith respect to securities over which the Inwvesit

Manager or MSSB exercises investment discretion.

If a client no longer wishes to have the Investnidiainager, MSSB, its designee or the Overlay Managés
proxies for the discretionary assets in the managszbunt, the client may cancel the proxy waiveckbn
immediately by contacting the Financial Advisorwhich case, the Investment Manager, MSSB, itsgihes or the
Overlay Manager will no longer be in a positionvtate proxies for any securities in the client’s mg@d account,
including securities over which the Investment Mgaraor Portfolio Manager has investment discretidn.this
case, all such proxies will be delivered directitite client for consideration. If a client no ¢@m wishes to have
the Investment Manager, MSSB, its designee or terl@y Manager vote proxies for the non-managedtass the
managed account, but would like the Investment [ganaVISSB, its designee or the Overlay Manageotdicue
voting the proxies for the discretionary assetdh@ managed account, the client should contactFthancial
Advisor and arrange to transfer the non-manageetas another non-managed account.

Proxy Voting for Accounts Invested in Strategic Rfolios

In connection with managing the Strategic PortiIlMSSB votes proxies for securities held in Stratdgpctfolios
accounts for which it has been authorized or isiireqd by law to vote proxies. In voting such pexi MSSB is
guided by general fiduciary principles and seekswdb prudently and solely in the best interesthaf beneficial
owners of the accounts it manages. MSSB attengptsonsider all factors that could affect the vabfethe

investment and will vote proxies in the manner thabelieves will be consistent with efforts to nmraize

shareholder values. MSSB may utilize an exterealise provider or a Legg Mason Inc. affiliate tmyide it with

information and/or recommendations with regard riaxp votes for securities held in Strategic Poitfelaccounts.
However, such recommendations do not relieve MSSIB sesponsibility for the proxy vote for suchcacnts for
which it has proxy-voting authority.

In the case of a proxy issue for which there isated position in the policies, MSSB generally gate accordance
with such stated position. In the case of a piiszgye for which there is a list of factors setHart the policies that
MSSB considers in voting on such issue, MSSB vatesa case-by-case basis in accordance with therajene
principles set forth above. Issues for which thera stated position set forth in the policiesasrwhich there is a
list of factors set forth in the policies that MS&8nsiders in voting on such issues fall into detgrof categories,
including election of directors, ratification of ditors, proxy and tender offer defenses, capitalcstire issues,
executive and director compensation, mergers armgbcate restructuring, and social and environmessales. The
stated position on an issue set forth in the pedidan always be superseded, subject to the datst teolely in the
best interest of the beneficial owners of accounmysthe investment management professionals reggerfer the
account whose shares are being voted. There magdasions when different portfolio managers votently
on the same issue. In addition, in the case dfHaftley clients, MSSB will comply with a clienfrdction to vote
proxies in accordance with Institutional SharehoBervices’ (ISS) PVS Voting guidelines, which I&presents to
be fully consistent with AFL-CIO guidelines.

In furtherance of MSSB'’s goal to vote proxies ie thest interest of clients, MSSB follows procedutesigned to
identify and address material conflicts that mageabetween MSSB's interests and those of its tdibafore voting
proxies on behalf of such clients. To seek to tifjerconflicts of interest, MSSB periodically naés MSSB
employees in writing that they are under an obidyat (i) to be aware of the potential for confiiaf interest on the
part of MSSB with respect to voting proxies on Held client accounts, both as a result of theirgomal
relationships and due to special circumstancesrtfat arise during the conduct of MSSB’s businessl, @) to
bring conflicts of interest of which they becomeaagvto the attention of MSSB’s compliance persanid5SB
also maintains and considers a list of significei8SB relationships that could present a conflicimdérest for
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MSSB in voting proxies. MSSB is also sensitivethie fact that a significant, publicized relationshietween an
issuer and a non-MSSB affiliate might appear topelic to influence the manner in which MSSB desido vote
a proxy with respect to such issuer. Absent spegi@umstances or a significant, publicized non3BSaffiliate
relationship that MSSB for prudential reasons #est a potential conflict of interest because getdtionship
might appear to the public to influence the marinevhich MSSB decides to vote a proxy, MSSB gertettakes
the position that non-MSSB relationships betweemffihate and an issuer do not present a conéicinterest for
MSSB in voting proxies with respect to such issuguch position is based on the fact that MSSBarated as an
independent business unit from other Morgan Staileg Citi business units, as well as on the exigteof
information barriers between MSSB and certain oiergan Stanley and Citi business units.

A proxy issue that will be voted in accordance véthtated MSSB position on such issue, or in acce with the
recommendation of an independent third party, isbmought to the attention of the Proxy Voting Coittee for a
conflict of interest review because MSSB’s positisrthat, to the extent a conflict of interest Bssexists, it is
resolved by voting in accordance with a pre-deteeaipolicy or in accordance with the recommendatiban
independent third party. With respect to a confiitinterest brought to its attention, the Proxgtiig Committee
first determines whether such conflict of interessimaterial. A conflict of interest is considergthterial to the
extent that it is determined that such conflidiksly to influence, or appear to influence, MSSB&cision-making
in voting proxies. |If it is determined by the PyoXoting Committee that a conflict of interest istrmaterial,
MSSB may vote proxies notwithstanding the existasfdie conflict.

If it is determined by the Proxy Voting Committémat a conflict of interest is material, the Proxgtivig Committee
is responsible for determining an appropriate netticoresolve such conflict of interest before thexy affected by
the conflict of interest is voted. Such determiomais based on the particular facts and circunt&snincluding the
importance of the proxy issue and the nature otth#lict of interest.

Clients may request from their Financial Advisor:

i. a copy of the Proxy Voting Policies and Proceduaesl/or

ii. information concerning how MSSB voted proxies widspect to the securities held in client’'s account
(based on instructions received from the applicaBld-Manager for accounts other than Strategic
Portfolios accounts).

Cost of MSSB Advisory Programs and Services Retatiy Non-Asset-Based Fee Alternatives; Relative tSas
MSSB Consulting Group and Portfolio Management GrplAsset-Based Fee Program Alternatives

Clients who participate in the programs or ret&i@ services described in this brochure and whogsagt-based
fees for a variety of services may pay more or fessuch services than if they purchase such sesvseparately.
Factors that bear upon the cost of Consulting Giemup Portfolio Management Group asset-based fegramgs in

relation to the cost of the same services purchaspdrately include, among other things, the typksize of the
account, the historical and expected size or nunafetrades for the account, and the number anderasfg
supplementary advisory and client related servicesided to the account.

A portion of the fees and/or brokerage charges sagoby MSSB for the programs offered herein arel pai
Financial Advisors or employees of MSSB affiliatasconnection with the introduction of accountswasl as the
provision of services. Such payments may be madé¢hke duration of client accounts. The amounthef fees
received by MSSB, Financial Advisors and employa&dglSSB affiliates may be greater if the clientt@pates in
an asset-based fee program instead of paying delyafar investment advice, brokerage and othevises; the
client’s portfolio is managed by a Portfolio Managsfiliated with MSSB rather than an unaffiliatedanager;
and/or the client selects a particular Consultimgup or Portfolio Management Group asset-basegregram over
other Consulting Group or Portfolio Management Grasset-based fee programs. In addition, MSSBitsnd
affiliates retain a larger portion of the fee wrem affiliated Portfolio Manager is used, since ot pf the fee is
shared with an outside manager. Because of tteeter§, MSSB, Financial Advisors and employees &S
affiliates may have a financial incentive to recoemu certain alternative methods of paying prograssfand
charges (e.g., asset-based fee) over another alterr{e.g., fee plus commission), or one prograrg.( a MSSB
program using a MSSB-affiliated Portfolio Managever another program (e.g., a Consulting Group amgusing
an unaffiliated manager).

45



Investment managers may offer to the public otherestment products such as mutual funds with simila
investment styles and holdings as those investnwfeieed through the Consulting Group programschSaroducts
may be offered at differing fees and charges thaf be higher or lower than the fees imposed by M86&er a
Consulting Group program. Clients should discuissaestment options with their Financial Advisor.

Additional Information Regarding Fees and Charges

In addition to the asset-based fees and fee-plosvission fees specified above, clients of MSSB may

additional fees or charges in connection with tla&icounts or certain securities transactions. §mesy include:
commissions and other charges for executing traiesec (except in the case of asset-based-fee atdmdes

executed through CGM); interest on any debit balandealer mark-ups, mark-downs and spreads; aufdis;

certain odd-lot differentials; exchange fees; tfansaxes; electronic fund and wire transfer feggrges imposed
by custodians other than CGM; fees imposed in octiore with Smith Barney Financial Management Acdsun
certain fees in connection with custodial, trusded other services rendered by a MSSB affiliatieraination fee
of $50 for IRA accounts, which may be amended ftone to time; SEC fees on securities trades; ahgratharges
mandated by law; and certain fees in connectioh thié establishment, administration or terminabbmetirement

or profit sharing plans or trust accounts. In #ddj if MSSB is a member of the underwriting sysate from

which a security is purchased, MSSB and the Fimdiavisor may indirectly benefit from such purchas

If an open- or closed-end mutual fund or an ETétilized by MSSB as an account investment, any suod may
pay its own separate investment advisory fees #mer @xpenses to the fund manager or other sepvmeder. In
addition, an open-end mutual fund may charge 8istion or servicing fees. In both cases these deepenses
will be in addition to the fee paid by Client orethccount.

Notwithstanding the foregoing paragraph, if a mufuad managed by an affiliate of the Manager ie BS Legg
Mason Program is utilized as an investment in antls FS Legg Mason account, such fund will payoren
separate investment advisory fees, unless suchifunthde available only to managed account cliantsis not
charged fund-level investment advisory fees or o¢x@enses.

To the extent that fees or commissions chargechegetiable, they may differ from client to clierdd®ed upon a
number of factors, including, but not limited thettype and size of the account, the historicalanekpected size
or number of trades for the account, and the nurabdrrange of supplemental advisory and clientedlagervices
to be provided to the account. Moreover, fee mimim and account minimums may vary as a result ef th
application of prior schedules depending upon eustoaccount inception date. Minimum account s&@ss may
be waived under certain circumstances. Performhased fees may also be charged to eligible clieants
negotiable, and will be in compliance with any aggdble provisions of Rule 205-3 under the Investimlvisers
Act of 1940. From time to time, the fees for certaf the advisory services described herein mayeboleiced for
employees of MSSB or its affiliates. For more mnfiation regarding the above, the client may corttaetclient’s
Financial Advisor.

Additional assets received into an account during killing period may be charged a pro-rata feeedasn the
number of days remaining in the billing period. Mddjustments will be made to the fee for appremmibr
depreciation in the market value of securities helthe account, or with respect to partial withdags by Client,
during any billing period for which such Fee is ied. In the event that the client agreementrisiteated by
either party prior to the end of a billing peri@dpro-rata refund of the fee will be made.

Generally, interest will be charged to a clientts@unt should the account have a debit balancerasu of the
client’s activity. Any debit balance will not beducted from the account balance for purpose ot#feulation of
the advisory or consulting fee due to MSSB. Wh&MChas custody of the client’s assets, it crediterest and
dividends to the account. All client billing foed-based programs will be based on the statemérs irecluding
the accrued interest portion of fixed income sdmsi Margin may be used to enhance performandin five
resulting increased risk of loss), as determinediyoing consultations with clients.

In the asset-based fee programs described in thehbre, the investment management firm retainethbyclient
(or, in the case of model based programs such as€l&t UMA, the Overlay Manager) is obligated ¢elsthe
best net results (price, research, and executidth) respect to securities trades undertaken foh etient. Please
see the following SectionExecution of Transactions When MSSB is the Oveavlapager’ In seeking best
execution with respect to equity securities anceothstruments traded in the “agency” markets @ity those
executed through an exchange, to which orders iaeeted by a broker-dealer acting as agent forieng)| such
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investment management firms may direct orders t&BIS In connection with these trades, the asseatebéee
client will not pay CGM any commissions. Alternagiy, the investment manager, in its discretiony matermine
to direct agency trades to broker-dealers othen tB&M; in such instances, the client will bear dwest of any
commissions charged by the executing broker-dealdrese other broker-dealers may charge a commigeio
these trades, and may “step-out” the trades to G@Mlearance and settlement. Investment managehe asset-
based fee programs described above are likely éout a substantial percentage of such transadiuordients
with CGM.

The investment manager (including the Manager nRB Legg Mason Program) may act as investment geana
for other investment management programs (“Othegiams”). The investment manager may have arraegtesm
with one or more broker-dealers that are not aféil with the investment manager or MSSB (the “®ep
Broker”), pursuant to which the investment managey direct a block of trades (which block may intdurades
for the Program and for Other Programs) to the -€tapBroker. Pursuant to these arrangements, tbp-Sut
Broker may execute these blocks of trades at nondesion, and “step-out” the program trades to CGM f
clearance and settlement. Similarly, the investm@mager may direct a block of trades (which bloay include
trades for Other Programs and for the Program)@MCor execution, in which event CGM may executesth
blocks of trades at no commission and “step-ouwt”@ther Program trades to other broker-dealersléarance and
settlement. Although the Step-Out Broker and CGM raxecute these trades at no commission, theyolotayn a
benefit from executing the block trades, as a tedithe increased trading volume attributablehtese blocks.

The investment manager may place these block trates about the same time the investment manageany
Sub-Manager responsible for the underlying investrdecision) places block or other trades for e securities
on behalf of mutual funds, institutional separateoants or other investment management clients ush s
investment manager or Sub-Manager, and that mayltres a market impact for the securities tradedthe
investment manager will engage in these “step-trahsactions, but only where the investment manager
determined that doing so is consistent with itsgattlon to seek best execution for clients. Whbe client has
elected to pay MSSB on a fee plus commission bats@n agreed upon commission rate, the commissiten r
charged by MSSB to the client will generally betet agreed upon rate, whether the trade is exetyt€dsM or is
executed by another broker-dealer and “steppedtou€GM for clearance and settlement as describegea This
is so, whether the other broker-dealer executefrdige at no commission or charges the client angission on the
trade (in addition to the commission charged toctient by MSSB).

The investment manager will not consider the agrgsgh commission rate for fee-plus-commission ant®in
determining whether execution is “best execution.”

Certain securities, such as over-the-counter (dioly NASDAQ-traded) stocks and fixed income sewsit
primarily are traded in “dealer” markets. In suctarkets, securities are directly purchased fronsald to a
financial institution acting as a dealer or “prip&l.” Principal trades are executed on a “net’ifasith the net
price paid or received by the client reflecting arading profit retained or loss incurred by thelde executing the
transaction, as well as any mark-up or mark-dower av under the reported execution price.

CGM does not generally act as principal in exegutiades for clients for which an investment manadtliated

with MSSB provides the client with portfolio managent services (i.e., determines which securities tarbe
bought and sold for the client) or in the Fiduci&srvices, PM, GIS or GPM Programs (although M8 do so
in rare cases if certain regulatory conditionsragg, including, among other things, obtaining dliemnsent prior to
completion of the trade). If CGM receives traddess for securities traded in the dealer marketh wdspect to
such clients, it normally executes those orderagest through a dealer unaffiliated with CGM. KNeit CGM nor
MSSB receives any commissions or other compensatioannection with such trades, although the tlegars the
cost (including any mark-up or mark-down) imposgdhe unaffiliated dealer.

In the Smith Barney Advisor Program, CGM may exeduades as principal, in accordance with relegtatites
and regulations.

CGM may execute trades as principal with respectoitders received from investment management firms
unaffiliated with CGM that provide portfolio managent services to clients in the CES and IMS prografhis
will result in CGM realizing customary dealer ptefor losses on the trades. Any profit or losponcipal trades
would be separate from, or additional to, and wawdtireduce or otherwise offset, compensation veckby MSSB
in its capacity as sponsor of the CES and IMS dsas¢d fee programs. Investment management finntiseise
programs also may direct principal trades to dsalmaffiliated with CGM; when this is done, the léedo which
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the trade is directed (not CGM) will realize a @egbrofit or loss on each trade and may also chargerk-up or
mark-down.

In the case of clients in the FS Legg Mason, CEB® programs that pay on a fee plus commissionspése
client pays the investment management firm direfilyits fee and pays MSSB for its services on llasis of
transactions sent by the investment managementtéir@GM for execution. The compensation earnedI$5B
from such transactions is in lieu of a fee fors&vices. The client agrees to furnish the investnmanagement
firm with a letter informing the investment managsrhfirm of client’s compensation arrangement Wt8SB and
instructing the investment management firm to u&MCfor executing transactions for client’s accowsd,long as
such use is not inconsistent with the investmentagament firm’s obligation to seek best executmmnits clients.
The commissions charged by MSSB may exceed thaaeother broker-dealers may charge. Generally, the
commission rates payable by a client are negotib&tdieen the client and his or her Financial Adviexcept as
specifically provided herein. A client may negtdi@ commission rate that exceeds that rate pawmthsr clients
and the rate that the client’s investment managay be able to obtain from other broker-dealers.er&his no
minimum or maximum total amount of compensation BS&d its Financial Advisors may receive from the
investment management firm’'s decision to execusmsictions for the account at MSSB. The investment
management firm’s decision to use MSSB to exeaatestctions for the client’'s account may resukxecutions
that may not be as favorable as otherwise woulthbecase, and the client may forego other bendaiitsh as the
ability to participate in block trades. Less faadole execution or the inability to participate ilodk trades may
result in poorer investment performance.

Outside of the asset-based fee programs descnib#dsi brochure, the price paid or proceeds redeiye MSSB
retail clients in connection with principal tradesecuted by CGM typically includes a mark-up or kasdown that
is included in the net price of the trade, whiclused to compensate the Financial Advisor. Anwpgipal trade
executed for CES or IMS clients will not includeyasuch mark-up or mark-down; instead, Financial i8dks are
compensated only out of the client’s asset-based fe

Execution of Transactions When MSSB is the Overlshanager

This section describes MSSB’s handling of tradecatien responsibilities (as introducing broker t&N8) with
respect to client accounts where MSSB is the Oydvlanager. MSSB and a Sub-Manager may agree ticht s
Sub-Manager is responsible for executing all otaiertransactions on behalf of client accounts.thwéspect to
such transactions, MSSB has no execution respditisbiand will not be in a position to monitor fbest price and
execution.

Each client (or the Program Sponsor of a wrap fegnam in which a client participates) generallyedts MSSB
(as Overlay Manager) to execute, or is generafigrmed that MSSB will execute, securities transatdithrough
the client’'s Program Sponsor or a broker-dealeigdesed by the sponsor (designated broker), sulbjeMSSB’s
obligation to seek best execution. To the extartimconsistent with such directions, disclosured applicable
agreements, MSSB, in its sole discretion and iro@@nce with applicable law (including MSSB'’s obliign to
seek best execution), may effect transactions éopants through or with the Program Sponsor, tlegnam’s
designated broker-dealer or any other broker oledea

It is MSSB’s policy to seek best qualitative exémutwhen executing transactions on behalf of cienBest

execution is not necessarily measured by the cistaimees surrounding a single transaction, but reagolnght over
time across multiple transactions. MSSB may sdbecker-dealers, including alternative executiorvises (e.g.,

electronic communication networks and crossing néte), for trade execution which, in its best judgnty provide

prompt and reliable execution at favorable secynitges with reasonable commission rates and/@rdthnsaction
costs. The best net price, giving effect to bragercommissions, commission equivalents, spreatistier costs,
is an important factor in this decision, althoughuanber of other factors may also enter into theisiten. These
factors may include: price level; available consius rates, mark-ups, mark-downs and/or spreadslete nature
of the security being traded; the size and complex the transaction; the desired timing of thedt; the activity

existing and expected in the market for the paldicsecurities; confidentiality; execution, cleatarand settlement
capabilities; counterparty financial condition areliability; the availability of capital commitmentnd other

relevant and appropriate services of the brokeledea

MSSB may implement purchase and sale transaction&DRs for client accounts through broker-dealdrat t
facilitate investment in ADRs through transactionsa company’s ordinary shares in non-U.S. marlets the
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conversion of such shares into ADRs. Such traiwatypically involve foreign exchange, ADR consien and
related costs and charges which are reflectechit @rice paid or received by the client. Suchsasd charges are
in addition to the fees and commissions payabl@aécount management and security trade execution.

If the client is a participant in a wrap fee pragraunder which the client is charged an asset-besebr portfolio
management and trade execution services, the tjipitally will not pay any transaction-specificramissions on
agency trades executed by the Program Sponsor signdgéed broker. A wrap fee program client may pay
transaction-specific commissions, commission edeiva or spreads on trades MSSB directs to a biddaler
other than the Program Sponsor or designated hrokéwese fees or charges may be separately chaogtt
client’s account or reflected in the security net@ paid or received. Due to the separate feeharges that may
be incurred when MSSB effects trades for a wrappf@gram client with broker-dealers other than Bregram
Sponsor or designated broker, it is expected thaSBI will effect a large percentage of transactifmnsa client’s
account that are driven by activity specific tottl@count (e.g., additions and withdrawals) wite fArogram
Sponsor or designated broker.

In the case of trades that are driven by a chamga iunderlyingsub-Manager’snvestment model and that need to
be effected for many clients, MSSB generally wékk to aggregate these trades for execution threugimgle
broker-dealer in a block trade and then to stepttmage trades to the applicable Program Sponsaridarance and
settlement in the ordinary course. MSSB has dstada relationships with one or more broker-deatkas have
generally agreed to execute such block trades aidddional cost to MSSB’s clients. The brokerldemthat are
willing to execute block trades on behalf of MSSBI®nts typically are sponsors of wrap fee proggamwhich
MSSB patrticipates. Accordingly, a portion of tHeist accounts participating in the trade typicailyi be accounts
that have paid a wrap fee covering execution tettexuting broker-dealer (“non-trade away acco)nt&’ portion
of participating accounts will be accounts that paywrap fee or transaction-specific compensatioa taroker-
dealer other than the executing broker-dealer d&raway accounts”). For trade away accounts, M&ig8&ts the
executing broker-dealer to allocate and delivergbgion of the trade attributable to such accodotthe client’s
sponsor or designated broker for clearance anésetht. While aggregating trades as indicateddcbalviewed as
providing a benefit to trade away accounts at tkgease of non-trade away accounts, it should bednat an
equitable matter that: (i) trade away clients paysaction-related compensation to their desighhteker-dealer
instead of the executing broker-dealer, and (ii} ihot expected that the wrap fees paid by naetrawvay clients
will be affected by such block trading arrangements

MSSB believes that handling model change tradékisnmanner generally enhances MSSB’s ability ttaiobbest
execution for client accounts. Using a sponsosfgnsor trade rotation process can in some casatecmarket
impact, which results when earlier trades moventiagket, causing subsequent trades to receive eliffgrices, as
well as information leakage. A rotation procesoalan create “signaling” concerns (i.e., brokealeles anticipate
additional trades in same security and use thisrindtion to the detriment of the manager’s clignas)d timing
differences that result in clients’ obtaining ditfet execution prices and performance dispersioongnaccounts.
MSSB also may be able to negotiate volume priceodists on block trades and take advantage of tH#i@uhl
sources of liquidity that certain broker-dealers peovide. In addition, all clients, including ntmade away clients,
benefit from the liquidity and other benefits prded by block trading.

From time to time, MSSB may determine not to, orunable to, aggregate model-change trades throigiigée
broker-dealer in a block trade. In such cases, B1&8 execute trades with each sponsor or desaghatroker by
following trade rotation policies and proceduressigeed to ensure that trade orders and instructanes
communicated in a manner and sequence that iarfdiequitable to MSSB's clients.

In engaging an underlying Sub-Manager, MSSB wiktks@ssurances that the Sub-Manager will communicate
model changes to MSSB in accordance with procedhetsare designed to be fair and equitable to M§8Bents

in relation to other clients of the Sub-Manager.ucls procedures could include a rotation processher
simultaneous transmission of model-change inforonato multiple venues, including MSSB and a traditggk
maintained by the Sub-Manager to effect transastimm behalf of other client accounts, or a comimmadf both.

In the case of simultaneous transmission, it iscgrated that orders that MSSB places in most cask®nd up
competing in the marketplace with orders placedhgySub-Manager’s trading desk on behalf of iteptiients.
This competition has the potential to negativelpact all clients of the Sub-Manager, though contipeticoncerns

are mitigated where the securities involved hagaiicant trading volume and high liquidity. Inglcase of less
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liquid securities, an underlying Sub-Manager magks® mitigate competition concerns through the afsémit
orders and specific price targets, among other meaiitimately, it is the Sub-Manager’s respondipito ensure
that the clients are treated fairly and equitabithwespect to the transmission of model-changermétion.

While MSSB has established processes to implemedehthange trades promptlySaib-Manager’'srading desk
may, notwithstanding the simultaneous transmissibmodel-change information, be able to place dertade
orders with broker-dealers for its other client@auts prior to the time that MSSB is able to dof@mowrap-fee
program clients, due to unique servicing requireihiessociated with such accounts. MSSB’s clientddcbe
negatively impacted by such timing differences.

Compensation from Funds

Certain Funds and the Funds’ affiliates availahl®igh the TRAK NAV, TRAK CGCM, CG Select UMA, PM,
GPM, GIS, ETF, Fiduciary Services, FS Legg Masod @ES programs may offer additional compensation to
MSSB in the form of 12b-1 fees, management and midimative fees, transfer agency fees, revenueirghar
compensation, record-keeping fees, shareholdeicsegvfees or any other Fund-related fees (coNetyi referred
to as “Fund Fees”). However, under the Fiduciagyviges, FS Legg Mason and CES programs, MSSBnatl
seek or retain any Fund Fees from participatingdStand will credit the client’s account in the ambaf any such
fees received by MSSB. Accordingly, in these paogs, the aggregate fees received by MSSB will @moy v
depending on the eligible assets in which the tlievests. Any fees credited to a client’'s accowilit be reported
to such client as additional income if the clieat@unt is taxable. However, in the TRAK NAV, CGl&x UMA,
PM, GPM, GIS and ETF programs, MSSB will retain &urees currently in an amount up to 0.12% (the2%1
Fund Fee”) from fund companies or their affiliat@s all taxable clients’ mutual fund assets. Anynéurees
received by MSSB in excess of the 0.12% Fund Félebwicredited to the client’'s account and will teported to
such client as additional income. MSSB will nateiwe the 0.12% Fund Fee and will credit any FuedsHor the
retirement accounts in these Programs. In the TRAGCM program MSSB receives investment manageneerst f
as described in the TRAK CGCM section above.

Notwithstanding the foregoing, in the event norireehent account cash balances in any of the progdistussed
in this Form ADV Schedule H are invested in monegrket funds sponsored or managed by affiliates 8SH,

MSSB receives and retains Fund Fees from those ynmiagket funds or those money market funds’ aféla(see
“Potential Conflicts of Interest” below).

In addition, non-retirement clients may also pusehalosed-end funds and MSSB may receive additional
compensation from the purchase of these closedwemits. As a result, there may be a potential fepaflict of
interest, to the extent that the additional paymeould influence the selection of these closedfends.

Termination

Generally, client agreements with MSSB or its &fds for investment management services may bartated at
the written request of the client or MSSB. Thegaaures and conditions pursuant to which MSSB grdlient
may terminate a contract are described in suchracit Additionally, the client may terminate a tast without
penalty within five business days of the contraascution by MSSB. In the event a client ternmgsaan
investment management agreement after the fiftinbas day, MSSB will charge a pro-rata fee throtig
termination date. In the event fees are paid wvaade, a pro-rata refund of said fees would be nvaden an
advisory agreement is terminated prior to the ehithe fee period. Termination of an agreement walt affect or
preclude the consummation of any transaction teitigrior to termination.

ABOUT MSSB

MSSB is a full-line financial services firm. MSSBprincipal activities include retail and institutial private client
services, including, but not limited to: providingdvice with respect to financial markets, seasitiand
commodities, and executing securities and comneslitansactions as broker or dealer; securitiesrwriding and
investment banking; investment management (inctudiduciary and administrative services); and tngdand
holding securities and commodities for its own acto

MSSB is registered as a securities broker-dealdraena futures commission merchant. AffiliatesM8SB are
registered as commodity pool operators and/or coditjnérading advisers. MSSB is a member of the Néwk
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Stock Exchange and the Financial Industry Reguatanthority, formerly known as National Associatiaf
Securities Dealers, Inc.

Through its Smith Barney and Morgan Stanley chanBISSB offers a wide variety of investment adwsor
services and programs. As of June 30, 2009, MS&®B dver $334 billion of assets in its advisory pemgs!
including over $246 billion of assets under managi@m MSSB's investment advisory services are aiailto
individuals; banks or thrift institutions; retiremteplans such as pension and profit sharing plamgstment
companies; trusts; estates; charitable organizgtioorporations or other business entities as asljovernmental
entities. MSSB has many affiliated investment adfs. Please refer to the MSSB ADV Part | forldlifting.

Compensation Paid to MSSB

A portion of the advisory fees charged by MSSB@ail to Financial Advisors or employees of MSSBliates in
connection with the introduction of accounts, adlas the provision of supplemental and other tiretated
services. Such payments may be made for the darafithe client accounts.

MSSB may permit qualifying clients to take out Ieahat are secured by assets in the client’s a¢ccdU8SB may

earn fees and other income for services providedomection with the loans, in addition to the abssed fee
which is earned on collateral (asset-based feeumtcassets) for the loans. Before taking out a&,ldke client

should consider (i) the alternative of liquidatipgrt of the account, and (ii) the possibility thla¢ return on the
collateral may be lower than the interest paidlmnlban, especially if the collateral is a low-puoihg asset class
(such as a money market fund). The client shoeldware that MSSB, acting as client’s creditor] thdéve the

authority to liquidate all or part of the accouhbay time to repay any portion of the loan, eviethé timing of the

liquidation may be disadvantageous to the client.

Code of Ethics

As part of an overall internal compliance progra§SB is subject to codes of ethics and relatedcjgaliand
procedures (collectively, the “Code of Ethics”) inging standards of business conduct, includingireouents to
put client interests first and not to take inappiaie advantage of employment-related informatidine Code of
Ethics also imposes restrictions on employee peaiseacurities transactions and accounts. Suchiatests

include, for all employees, prohibitions on tradimgsecurities while in possession of related niatenonpublic

information and, for certain MSSB employees, inabgdFinancial Advisors, minimum holding periodsdartain

situations, and reporting of personal securitiepants, transactions and/or holdings to the CompéeDepartment
or supervisory business personnel. The purposéiseo€odes of Ethics include minimizing potentiahtticts of

interests between employees and investment advidagts and assuring compliance with applicablesland

regulations. Existing and prospective MSSB cliangs obtain copies of the applicable Code of Ethicsnailing a
written request for such document to:

Morgan Stanley Smith Barney LLC
Attention: Consulting Group Compliance
480 Washington Boulevard - 19th Floor
Jersey City, NJ 07310

POTENTIAL CONFLICTS OF INTEREST
Conflicts of Interest Relating to MSSB
Transaction-Related Agreements with Citi and Morg&tanley

As part of the Transaction, MSSB entered into cergggreements with Citi and Morgan Stanley, inahgdihe
following:

e Clearing. An agreement providing that, subject to MSSB’sydaf best execution, Citi and Morgan
Stanley (or their applicable affiliates) will act &ully-disclosed clearing brokers for MSSB, whighl act
as an introducing broker. MSSB has a conflictmeéiiest in introducing client trades to Citi and rigfan
Stanley.

7 Assets in Advisory Programs include assets in WMSSB receives an asset-based fee, and MSSB meygigoing advice to clients regarding recommegdin
managers; however, MSSB does not retain discresoto the selection of those managers.
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e Order Flow. An agreement that, subject to best execution, 1848l transmit an agreed percentage of
client orders for the purchase and sale of seearith Citi, Morgan Stanley and their respectivdiafés.
MSSB has a conflict of interest in transmittingedli orders to Citi and Morgan Stanley.

» Distribution. An agreement that, in return for the paymentesfain fees and expenses, MSSB will market
and promote certain securities and other produatiemwritten, distributed or sponsored by Citi, Mamg
Stanley or their respective affiliates. MSSB hasaaflict of interest in offering, recommending or
purchasing any such security or other product timoits advisory clients.

* Investment ResearchAn agreement that Citi and Morgan Stanley (oiirtlagplicable affiliates) will
supply investment research prepared by their réisge@search groups to MSSB for its use. It issilnle
that Citi’s research group, on the one hand, andglfio Stanley’s research group, on the other haag, m
reach different conclusions, and may make differenbmmendations, with respect to the same issuer o
investment manager. This may, among other thingsult in different investment decisions or
recommendations regarding the same issuer or imeggt manager being made for or given to MSSB
advisory clients.

Conflicts of Interest Arising From the Joint Ventwg’s Affiliation with Citi and Morgan Stanley

Since MSSB is affiliated with both Citi and Morg&tanley, the number of affiliates and the potentflicts
involving affiliates have increased. These potdronflicts include the following:

» Affiliated Products and ServicesMSSB may offer, recommend and/or purchase, téooits advisory
clients: mutual fund shares, interests in privatestment funds, other investment products or riées,
and investment advisory services issued, sponsorpdovided by Citi, Morgan Stanley or their resjppex
affiliates. MSSB and its affiliates may receivermaggregate fees or other revenue if an MSSB aivis
client purchases an affiliated product, securityservice instead of an unaffiliated product, seguoir
service.

* Research ReportsCGM and Morgan Stanley do business with compane®red by their respective
research groups. Furthermore, CGM, Morgan Staaley their respective affiliates may hold a trading
position (long or short) in, and client accountsynteld, the securities of companies subject to such
research. Therefore, CGM and Morgan Stanley has@nélict of interest that could affect the objeiy
of their research reports.

» Different Advice. MSSB, the investment managers in its programs, ®lorgan Stanley and their
respective affiliates may give different advicekealifferent action, receive more or less compeaosabr
hold or deal in different securities for any otlparty, client or account, including their own acotsuor
those of their affiliates, from the advice giventians taken, compensation received or securitid or
dealt for a client.

e Trading or Issuing Securities in, or Linked to S#&ges in, Client Accounts.CGM and Morgan Stanley
may provide bids and offers, and may act as praiaiparket-maker, in respect of the same secuttitixdd
in client accounts. MSSB, the investment managern$s programs, CGM, Morgan Stanley and their
respective affiliates and employees, may hold atipaglong or short) in the same securities heldlient
accounts. CGM and Morgan Stanley are each a negdaer of traded financial instruments linked to
securities that may be purchased in client accounts

» Services Provided to Other Client€GM, Morgan Stanley, MSSB and their respectivdiafés provide a
variety of services (including research, brokeraggset management, trading, lending and investment
banking services) for various clients, includingusrs of securities that MSSB may recommend for
purchase or sale by clients or are otherwise heldiént accounts. CGM, Morgan Stanley, MSSB and
their respective affiliates receive compensatioth f@es in connection with these services.
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Restrictions on Securities Transaction$here may be periods during which MSSB is not pteniito
initiate or recommend certain types of transactionshe securities of issuers for which Citi, Monga
Stanley or one of their respective affiliates isfpening broker-dealer or investment banking sessic
Furthermore, in certain advisory programs, MSSB rhaycompelled to forgo trading in, or providing
advice regarding, Morgan Stanley or Citi securjteesd certain related securities. These restristimay
adversely impact client account performance. @ievhose accounts currently hold securities isdnyed
Morgan Stanley or Citi should be aware that MSSB mat provide investment advice with respect tolsu
securities.

Agency Cross Transactionsdgency cross transactions (i.e., transactions irchviMSSB or an affiliate
acts as broker for the parties on both sides oftrdmesaction) may be effected for client accouatshe
extent permitted by law. MSSB or an affiliate mageive compensation from parties on both sides of
such transactions (the amount of which may varg) as such, MSSB (and any such affiliate) will have
potentially conflicting division of loyalties an@sponsibilities. Client consent to agency craassactions
may be revoked at any time by written notice to BSS

Certain Trading Systemsf MSSB directly or indirectly effects client trasliéhrough exchanges, electronic
communication networks or other alternative tradéygtems (“Trading Systems”) in which its affiliate
have an ownership interest, these affiliates magive an indirect economic benefit based upon their
ownership interest. Currently, affiliates of MS$Bcluding affiliates of Citi and Morgan Stanleyyvn
over 5% of the voting securities of certain TradBygstems, including: BATS Trading, Inc., operadébr
BATS Electronic Trading Network (commonly known ‘@ATS"); the entities that own and control the
Block Interest Discovery System (commonly known'BKDS”); LavaFlow Inc.; EBX Group, LLC; ELX
Futures Holdings, LLC; ELX Futures, LP; TheMuniCemtAutomated Trading Desk Financial Services
LLC; Automated Trading Desk Brokerage Services LIBDston Options Exchange, LLC; FX Alliance
Inc.; and National Securities Exchange. Other iligu@ystems on which MSSB may execute trades for
client accounts include: Archipelago, eSpeedjnestNYFIX, Track ECN, BondDesk, ValuBond, NYSE
Euronext, TradeWeb, and MarketAxe. The Tradingt&ys on which MSSB trades for Client accounts
and in which affiliates of MSSB own interests mdnange from time to time. The Client may contaet th
Client's Financial Advisor for an up-to-date list drading Systems in which affiliates of MSSB own
interests and on which MSSB trades for Client antau

Certain Trading Systems offer cash credits for trdbat provide liquidity to their books and charge
explicit fees for orders that extract liquidity fnatheir books. From time to time, the amount @fdits that
MSSB receives from one or more Trading System maged the amount that is charged. Under these
limited circumstances, such payments would corstipayment for order flow.

Certain Trading Systems through which MSSB may dlliyeor indirectly effect client trades execute
transactions on a “blind” basis, such that a paotya transaction does not know the identity of the
counterparty to the transaction. It is possib#g #in order for a client account that is executeolugh such

a Trading System could be automatically matched waitcounterparty that is (i) another advisory or
brokerage client of MSSB or one of its affiliates (@) MSSB or one of its affiliates acting for itswn
proprietary accounts.

MSSB, its Affiliates and its Employees May ReceAgditional Compensation from the Investment Managent
Firm(s) They Recommend

MSSB has trading, investment banking and othernassi relationships with investment management firfitsese
investment management firms may include the investradviser(s) for one of the investment advisangmms
recommended to clients by the Financial Advison abdition, some Financial Advisors may receiveafficial
benefits from investment management firms, in thenf of compensation for trade executions for theoants of
investment management firms or accounts that aneaged by such investment management firms, or ¢ffrou
referrals of brokerage or investment advisory anot®uo the Financial Advisor by such investment aggment
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In determining the investment management firm'gibiiity for its investment advisory programs, MS8Bes not
consider the extent to which an investment managefiten directs or is expected to direct tradesM8SB for

execution. Such direction is left to the discretaf the investment management firm retained byctleat, which,

absent client direction to the contrary, is obkghft all times to seek best execution. Nonetbgiasestment
management firms retained by clients may perceigetantial conflict of interest between their obligns to seek
best execution and their interest in receivingntlieeferrals pursuant to the investment advisopgmms. For a
client who chooses the commission-based optioherthose advisory programs in which it is availaM&SB and
its Financial Advisors could have a financial intte® to recommend an investment management firmhtthdes

actively, thereby executing more transactionslieraccount.

Investment management firms participating in a Qtimgy Group program may make payments to MSSB for:
marketing, promotional and related expenses; exggeimgurred in connection with training or educagiloseminars
with Financial Advisors and other MSSB personnelgrpenses incurred in connection with client arspective
client meetings relating to a Consulting Group pamg In addition, investment management firms &relr
affiliates may provide Financial Advisors and cterfexisting and prospective) with related items &enefits.
These expenses, items and benefits may includboutitimitation: training meeting costs for FinaalcAdvisors

or other personnel, including payments for tradeljging and meals for attendees; payments of chmts
client/prospect meetings at which the investmenhagament firms’ or their affiliates’ services owéstment
products are discussed, including meals for attesnd@om rental costs and meeting-related presemtataterials;
occasional meals and leisure/entertainment outthgsninimisgifts; and nominal value promotional items.

The amount of such payments and the value of dedhisiand benefits may or may not be substantidl vl be
determined at the discretion of MSSB. Althoughsthpayments, items and benefits will not be preditimmed on
sales targets and levels, they nevertheless coulel SSB and Financial Advisors incentives to favare
investment management firm over another investnneamagement firm that does not provide the samesijtem
payments and benefits. However, such paymentssitgnd benefits are subject to MSSB'’s policy tlttrasses
and, in some cases, limits such payments, itemsandfits, with the overall aim to avoid compromgsiadvice or
recommendations given to clients by special ineestor compensation arrangements.

Global Transaction Services, a business unit df €iteives compensation for providing administticustody,
transfer-agent and back-office services to investmeanagement firms, mutual funds and hedge fucali(tively
“Investment Management Firms”). These Investmeindement Firms may include Investment Management
Firms recommended in the investment advisory progrdescribed herein.

MSSB Maintains Business Relationships with Compasithat May Be Selected or Recommended for a Clent’
Portfolio

Portfolio selection decisions made under the PM&ams may be based in large measure on the fumdaime
research opinions of MSSB’s Research Division. B$8es, and seeks to do, business with companieseamb by
its Research Division; as a result, MSSB may hawmralict of interest that could affect the objety of its
research reports. If such objectivity is affectiédnight impact the underlying fundamental opinigpon which
investment management decisions are made. IniaaldMISSB usually provides bids and offers and raalyas
principal market maker in connection with transacsi in the same securities that may appear ireattdiportfolio.
MSSB is a regular issuer of traded financial instents linked to securities that may be purchadd&SB may
hold a trading position (long or short) in the ®wof the securities in a client’s portfolio or time shares of
companies subject to its research.

As noted previously in this brochure, in selectingestment management firms for participation intaie of the
investment advisor programs described herein, CR l&es two methods to evaluate the investment neamagt
firms: Opinion Research and Access Research.s®leder to the “GENERAL ACCOUNT INFORMATION —
Research in MSSB’s Advisory Programs” for additiodatails as to CG IAR’s research process in silgct
Investment Management Firms for participation ie these investment advisory programs and the ctsfbf
interest that may arise pertaining to CG IAR’s egsh process.

MSSB and its affiliates provide a variety of seegdor various clients, including issuers of se@sithat MSSB
may recommend for purchase or sale by clients. B1g&forms a wide range of investment banking sexifor
various clients, and it is likely that MSSB cligmbldings will include the securities of issuers f@hom MSSB
performs investment banking services. MSSB cligmttfolios may include securities in which MSSB realka
market or in which MSSB, its officers or employdes/e positions. MSSB and its affiliates receivenpensation
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and fees in connection with the provision of theefming services. As part of an overall internampliance
program, MSSB has adopted policies and procedmmgssing certain conditions and restrictions ongaations for
MSSB’s own account or the accounts of its employe&sich policies and procedures are designed teepte
among other things, any improper or abusive condihein potential conflicts of interest may existtwiespect to a
customer or client.

MSSB May Be Restricted in its Ability to Trade ord¥ide Certain Advice

In order to comply with applicable regulatory regunents, there are time periods during which MSSBat
permitted to initiate or recommend certain typedrafsactions in the securities of issuers for WHitSSB is
performing investment banking services. In paticuwhen MSSB is engaged in an underwriting syatiio or
other distribution of corporate or municipal setias, MSSB may be prohibited from purchasing ooremending
the purchase of certain securities of an issueitfarlients. Notwithstanding the circumstancescdiéed above, a
client, on his or her own initiative, may direct BB to place orders for specific securities in thent's account.
From time to time, restrictions are imposed by MSt®Baddress the potential for self-dealing by MS&RI
conflicts of interest that may arise in connectiwith MSSB’s broker-dealer and investment bankingibesses.
MSSB has adopted various procedures to guard dgaisisler trading that include an “Information Barft
procedure, pursuant to which information known witbne area of MSSB (e.g., investment banking) matybe
distributed to other areas (e.g., investment ady)s@and use of a restricted list and various othenitoring lists.
These investment banking or other activities meymftime to time, compel MSSB, the Overlay Managertheir
affiliates to forgo trading in the securities ofngoanies with which these relationships exist. Thay adversely
impact the investment performance of a client'soaot.

MSSB May Give Conflicting Advice or Trade Differegtfor Itself than Client’s Accounts

MSSB and its affiliates may recommend securitiewliich they directly or indirectly have a financiaterest, and
may buy and sell securities that are recommendd®MG program clients for purchase and sale. Thsy @ay

provide advice and take action, in the performapictheir duties to Consulting Group or PMG progralents,

which differs from advice given, or the timing andture of action taken, with respect to other ¢§eaccounts.
Moreover, MSSB or any of its affiliates may advisetake action, with respect to itself or themss)wdifferently

than with respect to Consulting Group or PMG pragidients. In addition, MSSB, its affiliates, aathployees,
including Financial Advisors, may invest with amwéstment management firm. In situations in witleh PMG

Financial Advisors purchase or sell certain se@gifor their own accounts on the same day thasaetions in
such securities are effected for client accouhts price paid or realized by advisory personnekgaty may not be
more advantageous than the price at which thetdiiansactions are effected. If orders by advigmegsonnel are
part of a batched client order and the entire blofckecurities is then not executed on the same mtapart of the
order executed is permitted to be allocated to aahisory personnel. However, PMG Financial Adwsare not
subject to additional personal trading restrictjosisch as extended blackout periods, that are Gty to MSSB
employees who are associated with an affiliatedagan

Potential Conflicts of Interest Pertaining to Compsation and Benefits to MSSB and Citi from Bank Degit
Program and Affiliated Money Market Funds

For non-retirement accounts, a client may elect tash balances in the account be automaticallgsited or

“swept” into either a Bank Deposit Program (“BDRigcount or an affiliated money market sweep furatlie a

“Sweep Fund”). If a client elects the BDP, theentiauthorizes, without any further direction, ththitash balances
in the account in excess of $1.00 be automatic#jyosited or swept every business day into an atc@iwne or

more Federal Deposit Insurance Corporation (“FDI@isured depository institutions affiliated with tiCi
(“Affiliated Program Banks”), as more particuladegt forth in the BDP Disclosure Statement provittethe client.

MSSB may amend the list of Affiliated Program Bardasd the Client may eliminate Affiliated Prograrariks two

and three from the list at any time.

The client is responsible to monitor the total antoof deposits the client has at each Affiliatedd?am Bank, in
order to determine the extent of available FDIGQirasce coverage available to the client; and MISSB, and their
respective affiliates are not responsible for amguied or uninsured portion of the client’'s deposit any of the
Affiliated Program Banks.
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Alternatively, if the client elects an eligible m®nmarket sweep fund, the client authorizes, witramy further
direction, that all cash balances in the accoumixitess of $1.00 be automatically invested evesjniess day into
the money market fund that has been made avaiatule¢hat the client has chosen.

In the event the client does not select a Sweepl Filve client authorizes the Financial Advisor @sst to the
account or MSSB to select the Sweep Fund for thewnd. If the BDP is selected as the Sweep FinedAffiliated

Program Banks will have the opportunity to earnome on the BDP assets through lending activity, Hiad

income is usually significantly greater than thesfearned by MSSB on money market funds. Thus,BA&S a
conflict of interest in selecting or recommendinBM as the Sweep Fund, rather than an eligible momanket
fund. By signing an agreement for one of the paowg described in this brochure, the client undedstahis
potential conflict of interest and consents to tise of Legg-Mason-affiliated money market fundsragstment
vehicles for the account, to the extent permittgdal, and to the resulting payment of additiomratpensation to
MSSB.

In MSSB investment advisory programs, non-retirelatount cash balances may be invested in monekema
funds sponsored and managed by affiliates of Morigtmley. As set forth in the prospectuses ofelfesds,
MSSB receives Fund Fees from these funds and msayrateive payments from the funds’ sponsors anthgeas
and certain of their affiliates. The fees MSSBeiees from these money market funds may be reféaed service
fees under the funds’ Rule 12b-1 distribution plarEhe annual rate of these fees may be as highl18% of
managed account cash balances invested in the.furusse fees, along with other fund-level experfses, fund
management fees), are separate from, and in addiiothe fees clients pay to participate in MS&Bestment
advisory programs. Payments to MSSB from the fusdsnsors and managers and their affiliates aneeimes
referred to as “revenue sharing payments” and adenfrom their respective past profits, which mayatributable
to fees collected from the fund (e.g., fund manag@nfees) or other available sources. Unlike #wises fees
referred to above, however, these payments ardrowot fund assets and are not reflected in the fuegense
ratios. Such payments may be made for fund-reldigttibution and shareholder servicing activities)d-related
marketing, promotional or related expenses, orlaimtems and services.

At times, managers or MSSB may believe that inia iClient’s interest to maintain assets in casintiqularly for

defensive purposes in volatile markets. The almseribed BDP arrangements and 12b-1 and reverarsmgh
payments create a potential for a conflict of iastr to the extent that the additional paymentddcmiluence the
selection of investment managers or an investnigla that favors cash balances.

Please note that the Financial Advisor does nativecany of the BDP-related income or 12b-1 or nexesharing
payments described herein.

Potential Conflicts Relating to CGM’s Trade Execofi Services within MSSB’s Advisory Accounts
Agency Cross Transactions

Agency cross transactions (i.e., transactions ilciwviMSSB or an affiliate acts as broker for thetigaron both
sides of the transaction) may be effected for gustoaccounts to the extent permitted by law. M®%8 receive
compensation from parties on both sides of suaisaetions (the amount of which may vary), and &h,sMSSB
will have a potentially conflicting division of lajties and responsibilities. Client consent to nagecross
transactions may be revoked at any time by writigtice to MSSB.

Block Trades May Benefit MSSB or its Affiliates

As explained in Additional Information Regarding Fees and Chargabove, an investment manager may direct
some block trades to CGM for execution, which bkoakay include trades for Other Programs and forMB&B
program. Although CGM executes these block trade® commission, MSSB may obtain a benefit fromcexing
these block trades, as a result of the increasehty volume attributable to these blocks.

Additional Risk Disclosure

Different classes of securities have different tsghs creditor in the event the issuer files fonkoaptcy or
reorganization. By way of example, bondholderghts generally are more favorable than sharehdldgtgs in
the event of a bankruptcy or reorganization.
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By signing an agreement for one of the programsrieesd in this brochure, the client acknowledges totential
conflict of interest and consents to the use ofg-Btason-affiliated money-market funds as investnetiicles for
the account, to the extent permitted by law, anithéoresulting payment of additional compensatmMESB.

As explained in Additional Information Regarding Fees and Chargalsove, and in “Execution of Transactions”
in Partlll of the Legg Mason Brochure, the investin manager may direct some block trades to MSSB fo
execution, which blocks may include trades for ®tReograms and for the MSSB program. Although MSSB
executes these block trades at no commission, M8&B obtain a benefit from executing these blockdsaas a
result of the increased trading volume attributabléhese blocks.

Trade Allocations

If a Financial Advisor acting as a portfolio managethe PM, GIS or GPM program believes that thechase or
sale of a security is in the best interests of ntbam one client, he/she may, but is not obligatecaggregate the
securities to be sold or purchased to obtain faeraxecution to the extent permitted by applicdble and
regulations. In such event, the transactions tal allocated by the portfolio manager, accordingatpolicy
designed to ensure that such allocation is eqeitabt consistent with the portfolio manager’s fidog duty to its
clients. These methods include, among othersrai allocation, random allocation or rotation editon. The
allocation method used in a particular transacti@y vary, depending upon various factors, includimg type of
investment, the number of shares purchased or d@dsize of the account, and the amount of availe&ish or the
size of an existing position in an account. Punsta these methods, aggregated orders are avessgedprice.
There may be circumstances in which a PM, GIS oMG@®rtfolio manager or an MSSB-affiliated manageesl
not aggregate trades, and thereby does not obtaimea mark-up or mark-down that may have beenlabkd. In
addition, orders entered for a client’s account inaglve transactions for the PM, GIS or GPM pditfananager’s
personal account, or any other related account.

Aggregation of Trade Orders; Trade Allocation; ari@estrictions When MSSB is the Overlay Manager

As noted in the “Execution” section of this brochuwbove, MSSB generally will seek to aggregateesatiat are
driven by a change in an underlyiBgib-Managées investment model and that need to be effectetdadralf of a
range of client accounts. In such event, the &etien will be allocated by MSSB, according to asremore
methods designed to ensure that such allocatiequgable and fair. These methods include pro-aHteation and
random allocation. Pursuant to these methodseaatd orders effected each day are averagedpais¢o Under
the random allocation method, a partially filledler is allocated to accounts included in the aggfeghorder on a
random basis by MSSB’s trading system. This methenkrally will be used by MSSB only after conggtiwith
and seeking direction or agreement from the paatimlanagement team at the applicable underlying3abager.
The random allocation method is intended for siturst in which the partial execution quantity is émount that
does not allow for a pro-rata allocation of sedesitto all accounts or does not allow for a medfingllocation of
securities to all accounts. Where an aggregatédraovers clients in multiple Financial Institutiprograms, the
securities generally are allocated to the Finaraistitution programs participating in the order apro-rata basis.
The securities are then allocated to clients witach Financial Institution program following onfetlee accepted
trade allocation methodsMSSB does not consider account performance or tieetsre in making investment
opportunity allocation decisionsAs a general rule, orders for employees will notaggregated with orders for
client accounts. However, managed accounts inlwbioployees have an interest may be aggregatedovdtrs
for other accounts, so long as the employee acsaurttreated in the same manner as other accounts.

When MSSB has discretionary authorization to effagestment transactions in a managed accountgttent of
and limitations on that authority are determinedagyeement with the Financial Institution, actingits client’s
behalf, or by agreement directly with the clierftor example, conditions could be imposed which iiblthe
purchase of specific industry groups or stockspinsonal reasons, or prohibit the purchase of stadkch would
increase individual security or industry/econongcter holdings above a certain percentage. It$SB's policy to
honor the limitations on authority that are agrémdwhich necessarily vary from client to cliengsed upon client
objectives and other factors; but MSSB is not otz generally limited as to such authority. MS8i# rely on
Financial Institutions to provide MSSB with any sa instructions or limitations on authority thatFinancial
Institution client has given the Financial Instibutin connection with the management of the clgefitnds.

A restriction imposed on an MSSB accountthér than Legg Mason and ClearBridge SAI portB)lis applied, at
the time of purchase, to securities purchased bgBI®r the account and does not apply to secutitaassferred
into the account, securities already held in tteoant at the time the restriction is imposed, séesrthat first come
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within a restriction following MSSB’s purchase afch securities, and securities acquired as a re$ubrporate
actions (e.g., stock splits, stock dividends). lkert may direct MSSB to sell particular securities types of
securities held in the client’s account by contagtiis or her Financial Institution representative.

Error Corrections

If a PM, GIS GPM or ETF Financial Advisor or an @ment manager erroneously purchases a parteedarity
for a client account and the error is discoveradrfo settlement of the transaction, then, at ost ¢to the client, the
erroneously purchased security may be placed irseparate MSSB error account, and MSSB may realjzefit
(or loss) on the erroneously purchased securityofit® arising from post-settlement error correatioare not
retained by MSSB and generally are credited todient’'s account. Losses arising from post-setdetmerror
corrections generally are closed out at no exptng®e client.

Solicitations

MSSB may enter into agreements with third partidso veolicit clients for MSSB’s investment management
products. Under such agreements, third parties raéer or solicit clients and receive compensation such
services. As a result of these arrangements,daiesby clients may differ from the prevailing rigtate; but, in
every arrangement with a third-party solicitor, steucture of the third-party solicitation agreeméncluding the
compensation payable to the solicitor, will be ftised fully to the client, as required by appliealaiw.

MSSB may use client lists when soliciting new dgrprovided that the existing clients includedsoich lists have
not expressly requested confidentiality, whethea oontract or by written or oral request.

MSSB’s Advisory Services

MSSB recommends and employs various investmentegies in providing investment management services,
depending upon the services to be rendered andlifextives and guidelines of the client. The inrent
strategies may involve long-term or short-term pases, trading, and margin transactions. Not falthese
strategies are appropriate for all clients, howeaad only those strategies believed to be suitablde utilized in

any given client account or advisory program.slanticipated that there may be a substantial degfreniformity

in client portfolios, as a result of the commonastment objectives of the clients participatingttie various
programs.

Each of MSSB’s and its affiliates’ advisory progmamay be based on different methodology, and asultr asset
allocation or investment recommendations may diffem program to program. In addition, MSSB ansl it
affiliates may give advice and take action in tlef@rmance of their duties to clients which différem advice
given, or the timing and nature of action takerthwespect to other clients’ accounts.

MSSB’s investment management services generally oal fundamental analysis with supplemental tecnic
analysis, which may include charting or cyclicaliesv. Computer technology may be employed to meeslily
display these factors to portfolio managers. Imation is derived from many sources. Personneblued in
providing investment advisory services have avil&aiSSB’s research facilities and have accessdoa@uists and
specialists in all major industry groups. Inforinat may be obtained from various other sourcesludicg:
financial publications (including newspapers andgazmnes); industrial manuals and publications; éstjpns of
corporate activities; direct contact with, and presdeases and other reports released by, companiesal reports,
prospectuses and filings made with the SecuritielsExchange Commission; research materials prefgrethers;
governmental reports; timing services; and corgorating services. MSSB and its affiliates at snmeay not be
free to divulge such information to investment advy clients or act upon it on their behalf.

MSSB affiliates act as investment adviser to mapgmeend and closed-end investment companies, andaat as
an administrator for a wide range of open-end dosed-end investment companies registered undéntestment
Company Act of 1940. MSSB and its affiliates mésoaserve as investment advisers to a number @fsinvent
funds domiciled and sold outside the United Staiditionally, MSSB affiliates are the depositor asmbnsor for
numerous unit investment trusts, the portfoliogvbfch are invested in equity and/or debt securities

MSSB Brokerage and Research Services

As a registered broker-dealer, MSSB regularly aabvislients with regard to and executes transaciiores wide
variety of securities and other investments, iniclgdhose specified above. MSSB and its affiliaés act in a
partnership capacity in a number of limited parshgrs in which its clients may invest. As a fusimmmission
merchant, MSSB also provides advice on commodiiescommodity-related products.
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MSSB provides a wide range of research servicestalients, including reports, analyses, chartd graphs
relating to various facets of the investment spmotin equity and fixed income products. Reseamivises
generally are provided to clients on the assumptiat the services generate commission or otheiness for
MSSB. However, certain research services may beiged on a hard-dollar, fixed-fee basis and/oithim case of
firms that may re-sell such services, on a hardhdotoyalty-fee basis. The amount or rate of hayd-dollar fee
generally is negotiable.

Certain Civil and Regulatory Actions

The following notices are being furnished pursuariRule 206(4)-4 under the Investment Advisers @fct940, as
amended.

The following settlements relate to activities & Ka:

SEC Administrative Proceeding Against Citigroup Gldal Markets Inc and Smith Barney Fund Management
LLC

On May 31, 2005, the Securities and Exchange Cosioms(the “SEC”) issued an order in connection vitib
settlement of an administrative proceeding aga@GM and Smith Barney Fund Management LLC (“SBFM”)
relating to the appointment of an affiliated trasgent for the Smith Barney family of mutual far{the “Smith
Barney Funds”). SBFM was an affiliate of CGM dugrite relevant period.

The SEC order finds that SBFM and CGM willfully iated Section 206(1) of the Investment Advisers @fct940
(“Advisers Act”). Specifically, the order findsahSBFM and CGM knowingly or recklessly failed tisaose to
the Boards of the Smith Barney Funds in 1999 whepgsing a new transfer agent arrangement withffdiated
transfer agent that: First Data Investors Sen@Geceup (“First Data”), the Smith Barney Funds’ thexisting
transfer agent, had offered to continue as trarsfent and do the same work for substantially teesey than
before; and that Citigroup Asset management (“CAMKE Citigroup business unit that includes thetBmBiarney
Funds’ investment manager and other investmensadyvicompanies, had entered into a side letter Riitht Data,
under which CAM agreed to recommend the appointrogFRirst Data as sub-transfer agent to the aféitiaransfer
agent in exchange, among other things, for a gteedny First Data of specified amounts of assetagament and
investment banking fees to CAM and CGM. The ordlo finds that SBFM and CGM willfully violated
Section 206(2) of the Advisers Act, by virtue oétbmissions discussed above and other misreprésastand
omissions in the material provided to the Smithriggr Fund’s Boards, including the failure to makeaclthat the
affiliated transfer agent would earn a high prdédit performing limited functions while First Datamtinued to
perform almost all of the transfer agent functioasd the suggestion that the proposed arrangemastirwthe
Smith Barney Funds’ best interest and that no eialernatives existed. SBFM and CGM do not admitleny
any wrongdoing or liability. The settlement doest restablish wrongdoing or liability for purpose$ any
proceeding.

The SEC censured SBFM and CGM and ordered themasecand desist from violations of Sections 206(1)
206(2) of the Advisers Act. The order requiresigfitup to pay $208.1 million, including $109 miltioin

disgorgement of profits, $19.1 million in interestnd a civil money penalty of $80 million. Apprmately

$24.4 million has already been paid to the SmithnBg Funds, primarily through fee waivers. The a@rmg

$183.7 million, including the penalty, has beerdpai the U.S. Treasury, and will be distributedspamt to a plan
to be prepared by Citigroup and submitted withird@§s of the entry of the order for approval by $feC.

The order requires SBFM to recommend a new trarejent contract to the Smith Barney Fund Boardhimit
180 days of the entry of the order. If a Citigroaffiliate submits a proposal to serve as tranafgnt or sub-
transfer agent, an independent monitor must begatgat the expenses of SBFM to recommend a newféran
agent contract to the Smith Barney Fund Boardsiwitl80 days of the entry of the order. If a Citigp affiliate
submits a proposal to serve as transfer agenttostransfer agent, an independent monitor must lgaged at the
expense of SBFM and CGM to oversee a competitieidibg process. Under the order, Citigroup alsotroasply
with an amended version of a vendor policy thatg@up instituted in August 2004. The policy, asesmded,
among other things, requires that when requested ®mith Barney Fund Board, CAM will retain at ds/n
expense an independent consulting expert to advideassist the Board on the selection of certaiicgeproviders
affiliated with Citigroup.

Revenue Sharing and Sales of Mutual Fund Class B drC Shares
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In March 2005, CGM consented to the issuance o3BG administrative order for two disclosure faikiia the
offering and selling of mutual fund shares. Fiest,alleged in the order, CGM violated the Seasgitct of 1933
(“Securities Act”) and Rule 10b-10 under the Se@si Exchange Act of 1934 (“Exchange Act”), by ifaj to
disclose that it received revenue sharing payméots mutual fund advisers and distributors in exae for
preferential sales treatment. Second, as alleg#uki order, CGM violated the Securities Act byirfgi to disclose
adequately, at the point of sale, that Class B aluund shares, in amounts aggregating $50,000 are nwere
subject to higher annual fees. Under the termgheforder, the SEC: (1) imposed a censure ag&i@dfl; (2)
required CGM to cease and desist from committingcawsing any violations and any future violatioristtee
applicable provisions; (3) imposed a $20 milliowilcpenalty against CGM; and (4) required CGM tonmdy with
certain undertakings, such as retaining an indegr@ncbnsultant to conduct a review of CGM’s mutugdd sales
practices and offering affected customers the apifoconverting their Class B shares into Clas$érss.

In March 2005, the NASD censured and fined CGM wébpect to CGM’s offer and sale of Class B ands€2
mutual fund shares during 2002 and the first sixtie of 2003. The NASD found that CGM failed tedbse that
it received revenue sharing payments from mutuadi fadvisers and distributors, in exchange for pesfigal sales
treatment, and failed to disclose adequately, atpbint of sale, that Class B mutual fund sharesamounts
aggregating $50,000 or more, were subject to higheual fees. The NASD also found that CGM’s sugery
and compliance policies and procedures regardiagd® and Class C shares had not been reasonaiyei to
ensure that SB Financial Consultants consistemtlyided adequate disclosure of, or consideratioih® benefits
of the various mutual fund share classes as thelieabto individual clients. The NASD censured CGid
required CGM to pay a $6.25 million fine.

Research and Initial Public Offerings

In 2003, Salomon Smith Barney (“SSB”), now knownGfSM, settled civil and regulatory actions broubktthe
SEC, the New York Stock Exchange (“NYSE"), the NASIe Attorney General of the State of New York
(“NYAG"), and state securities regulators, whiclegkd violations by SSB of certain federal andestcurities
laws and regulations, and certain NASD and NYSEsuarising out of certain business practices aoirog sell-
side research during 1999 to 2001, and initial jpubtferings (“IPOs”) during 1996 to 2000. The iacs alleged,
among other things, that SSB published fraudulesgarch reports, permitted inappropriate infludncevestment
bankers over research analysts, and failed to adelgusupervise the employees who engaged in th@sgices. It
was also alleged that SSB engaged in improper fiépdi of shares to executives of investment bankilents and
failed to maintain policies and procedures reashnebsigned to prevent the potential misuse of met@on-
public information in certain circumstances. With@dmitting or denying the findings, SSB consertied (1)
censures by NASD and the NYSE; (2) cease and darsists in state proceedings prohibiting SSB fraalating
certain state laws and regulations; (3) a judgnpeahibiting SSB from violating certain laws and uégions; (4)
certain operational reforms; (5) participating iv@untary initiative pursuant to which SSB will nonger make
allocations of securities in hot IPOs to accourtsxecutive officers or directors of U.S. publicgpanies; and (6) a
payment of $400 million.

Market-Timing

On July 13, 2007, the NYSE issued a Hearing Boagdidion, in connection with the settlement of afoesement
proceeding brought in conjunction with the New édgrBureau of Securities against CGM. The decibield that
CGM failed to: (1) adequately supervise certaianish offices and Financial Advisors who engageddoeptive
mutual fund market timing on behalf of certain otie from January 2000 through September 2003 (i bo
proprietary and non-proprietary funds); (2) previém Financial Advisors from engaging in this cotifiand (3)
make and keep adequate books and records. Widltbnitting or denying the findings, CGM agreed t(a) a
censure; (b) establishing a $35 million distribotifund for disgorgement payments; (c) a penaltgdd million
(half to be paid to the NYSE and half to be paithi distribution fund); (d) a penalty of $5 milido be paid to the
State of New Jersey; and (e) appointing a consuitadevelop a plan to pay CGM'’s clients affectgdiie market
timing.

Auction Rate Securities Settlements

On November 13, 2008, in connection with the settlet of a civil action arising out of an investigatby the U.S.
Securities and Exchange Commission (the “Commiggioto CGM’s underwriting, marketing, and saleafction
rate securities (“ARS”). CGM, without admitting denying the allegations of the Commission’s cornmpla&xcept
as to those relating to personal and subject mpfttisdiction, which were admitted, consented te éntry in the
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civil action of a Judgment As To Defendant CitigpoGlobal Markets Inc. (the “Judgment”). Thereaften
December 11, 2008, the Commission filed its cigili@n in the federal district court for the Southddistrict of
New York (the “Court”). The Judgment, which wasezad on December 23, 2008: (i) permanently eri@GM
from directly or indirectly violating Section 15(a)f the Securities Exchange Act of 1934, as amen(dee
“Exchange Act”); (ii) provides that, upon later riost of the Commission, the Court shall determinesthbr it is
appropriate to order that CGM pay a civil penaltyguant to Section 21(d)(3) of the Exchange Act iirso, the
amount of the civil penalty; and (iii) ordered tl&6GM’s Consent be incorporated into the Judgmedtthat CGM
comply with all of the undertakings and agreemeaetsforth in the Consent, which include an offebtry back at
par certain ARS from certain customers. The Cormsimiss Complaint alleged that: (1) CGM misled teafs
thousands of its customers regarding the fundarhergtre of and risks associated with ARS that CGM
underwrote, marketed, and sold; (2) through itarfirial advisers, sales personnel, and marketingrialt, CGM
misrepresented to customers that ARS were safehlyhiiquid investments comparable to money market
instruments; (3) as a result, numerous CGM custenmested in ARS funds they needed to have availab a
short-term basis; (4) in mid-February 2008, CGMided to stop supporting the auctions; and (5) essalt of the
failed auctions, tens of thousands of CGM custorhetd approximately $45 billion of illiquid ARS, stead of the
liquid short-term investments that CGM had représg@ARS to be. CGM reached substantially simigtiements
with the New York Attorney General (the “NYAG”) artle Texas State Securities Board (the “TSSB"haalgh
those settlements were administrative in natureraaither involved the filing of a civil action irisde court. The
settlements with the NYAG and the TSSB differed samat from the settlement with the SEC, in that stete
settlements: (1) made findings that CGM faileghteserve certain recordings of telephone callsluing the ARS
trading desk; and (2) require CGM to refund certaiderwriting fees to certain municipal issuers. atldition, as
part of the settlement with New York, CGM paid silcpenalty of $50 million. CGM also has agreedpitinciple
to pay to states other than New York with whichkrnters into formal settlements a total of $50 willi CGM paid
$3.59 million of this $50 million to Texas, as paft the settlement with that state. CGM expectwiit reach
settlements with the remaining states.

The following settlements relate to activities obidan Stanley:

In this section, “MSDW” means Morgan Stanley DW .Ina predecessor broker-dealer and registeredtmeas
adviser that was merged into Morgan Stanley in I&907.

» The National Association of Securities Dealers. If*'NASD”) alleged that, between October 1999 and
December 2002, MSDW violated the non-cash compmmsatovisions of the NASD Conduct Rules (under
which MSDW was prohibited from providing its FindalcAdvisors with nhon-cash compensation for sales o
mutual funds and variable annuities that were rasied on total sales and equal weighting). MSDWeéretf
rewards to its Financial Advisors for sales of leffed mutual funds in general, or particular &fitdd mutual
funds or certain variable annuities. By a Lettér Awceptance, Waiver and Consent (“LAWC”") dated
September 15, 2003, MSDW agreed to: (1) fineditm&2.25 million; (2) update its compliance systeand
procedures; and (3) retain an independent consultameview and make recommendations on MSDW'’s
supervisory and compliance procedures.

e On April 28, 2003, the SEC filed a complaint glleg that Morgan Stanley violated certain NASD &dSE
Conduct Rules (collectively, the “Conduct Rules¥): bcreating conflicts of interest for its researmalysts
with respect to investment banking activity; fagito adequately manage such conflicts; failing neuee, in
offerings where Morgan Stanley was the lead undemyrthat payments made to other broker-dealers fo
publishing research reports were disclosed bydsedrs in the offering documents and the otherdrrdkalers
in their research reports; and failing to superypseperly its research analysts, including withpezs to the
ratings, price targets and content of the repdriseaior research analysts. Without admitting enydng the
substantive allegations in the complaint, on Oat@ie 2003, Morgan Stanley consented to the erftey famal
judgment that enjoined Morgan Stanley from violgtthe Conduct Rules and required it to make paysneft
$50 million for past conduct and allocate $75 millito fund independent research. In addition, Morg
Stanley agreed to a number of structural chang#setoperations of its equity research and investrbanking
operations. Concurrently, Morgan Stanley also rexdténto a settlement with the NYSE, the NASD, dinel
Attorney General of the State of New York with respto the same conduct specified in the Complaint.
Morgan Stanley is also in the process of finalizsegtlements with the other state and territoredusities
administrators.
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The SEC alleged disclosure violations in conmectvith marketing arrangements between MSDW anthicer
mutual fund complexes in connection with the offerd sale of Class B shares in certain Morgan Stanle
proprietary mutual funds in the amount of $100,000nore in a single transaction. The SEC als@atlethat
receipt of directed brokerage commissions as patrimensuch marketing arrangements contravened NASD
Rule 2830(k). On November 17, 2003, without adngtior denying the findings, MSDW consented to osde
including a censure; a cease and desist; and agrtakihg to distribute, for the benefit of certainstomers,
$50 million, consisting of disgorgement plus prejont interest in the amount of $25 million andil c
penalty of $25 million. MSDW also made certainasthindertakings including: (1) preparing and disting
certain disclosures and a mutual fund bill of righ2) permitting certain Class B shares to be eded to
Class A shares; and (3) retaining an independamuttant to review, among other things, the conapless of
the disclosures and conformity with other aspetth@order.

In 2004, the NYSE brought an administrative attileging that Morgan Stanley and MSDW: (1) faite
ensure delivery of prospectuses in connection wéifiain sales of securities; (2) failed to timehgaccurately
file daily program trade reports; (3) erroneouskg@uting certain sell orders on a minus tick forusgies in
which Morgan Stanley held a short position; (4)efdito timely submit RE-3 in connection with centai
matters; (5) hired certain individuals subject tatitory disqualification and failed to file fingwint cards for
certain non-registered employees; (6) failed to mlgnvith requirements concerning certain marketetose
and limit-on-close orders; and (7) failed to readuy supervise certain activities. Morgan Stardag MSDW
resolved the action on January 7, 2005, by consgntiithout admitting or denying guilt, to a ceresua fine of
$13 million, and a rescission offer to those clentho should have received a prospectus duringpéhnied
from June 2003 to September 2004.

In January 2005, the SEC filed a complaint inefedl court alleging that, during 1999 and 2000, déor
Stanley violated Regulation M by attempting to io€lcertain customers who received allocations Gfslfo

place purchase orders for additional shares iraftegmarket. No allegation of fraud or impact be market
was made. On January 25, 2005, Morgan Stanleeddrethe entry of a judgment enjoining Morgan f&tgan
from future violations and the payment of a $40ioml civil penalty. The settlement terms receiwaulirt

approval on February 4, 2005.

In March 2005, CGM consented to the issuancenoSBC administrative order for two disclosure faghiin
the offering and selling of mutual fund sharesistias alleged in the order, CGM violated the &&es Act of
1933 (“Securities Act”) and Rule 10b-10 under theci8ities Exchange Act of 1934 (“Exchange Act”) by
failing to disclose that it received revenue st@rpayments from mutual fund advisers and distritsuia
exchange for preferential sales treatment. Secasmdlleged in the order, CGM violated the Seasitct by
failing to disclose adequately, at the point ofesdhat Class B mutual fund shares, in amountseggging
$50,000 or more, were subject to higher annual. fdgésder the terms of the order, the SEC: (1) isegba
censure against CGM; (2) required CGM to ceasedastst from committing or causing any violationsl @my
future violations of the applicable provisions; (@posed a $20 million civil penalty against CGMida(4)
required CGM to comply with certain undertakings¢ls as retaining an independent consultant to airalu
review of CGM’s mutual fund sales practices anceiifig affected customers the option of convertingjrt
Class B shares into Class A shares.

In March 2005, the NASD censured and fined CGMhwespect to CGM'’s offer and sale of Class B and
Class C mutual fund shares during 2002 and thesiixsmonths of 2003. The NASD found that CGMddilto
disclose that it received revenue sharing paymieats mutual fund advisers and distributors in exae for
preferential sales treatment and failed to discladequately, at the point of sale, that Class Buaiufund
shares, in amounts aggregating $50,000 or mores swdsject to higher annual fees. The NASD alsoddbat
CGM'’s supervisory and compliance policies and pdoices regarding Class B and Class C shares hduerat
reasonably designed to ensure that SB Financiab@@mmts consistently provided adequate disclosfirer
consideration to, the benefits of the various miutwad share classes as they applied to individliahts. The
NASD censured CGM and required CGM to pay a $6.2fomfine.

On May 31, 2005, the SEC issued an order in octiore with the settlement of an administrative meding
against Smith Barney Fund Management LLC (“SBFMiJl &£GM relating to the appointment of an affiliated
transfer agent for the Smith Barney family of mliiusds (“Smith Barney Funds”). SBFM was an aéfié of
CGM during the relative period.
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The SEC order found that SBFM and CGM wiillfully kdted Section 206(1) of the Advisers Act. Speaifig,
the order found that SBFM and CGM knowingly or feskly failed to disclose to the Boards of the &mit
Barney Funds in 1999, when proposing a new trarsgfent arrangement with an affiliated transfer agiat:
First Data Investors Services Group (“First Datdlg Smith Barney Funds’ then-existing transfernagkad
offered to continue as transfer agent and do theesaork for substantially less money than beforel that
Citigroup Asset Management (“CAM”), the Citi bus§$e unit that includes the Smith Barney Funds’
investment manager and other investment advisompeaies, had entered into a side letter with Fxsta,
under which CAM agreed to recommend the appointroémiirst Data as sub-transfer agent to the aféitia
transfer agent in exchange, among other thingsafguarantee by First Data of specified amountasset
management and investment banking fees to CAM a@B®#.C The order also found that SBFM and CGM
willfully violated Section 206(2) of the AdviserscA by virtue of the omissions discussed above athér
misrepresentations and omissions in the materiaigiged to the Smith Barney Funds’ Boards, inclgdihe
failure to make clear that the affiliated transdigient would earn a high profit for performing liedtfunctions
while First Data continued to perform almost alltbé transfer agent functions, and the suggestianh the
proposed arrangement was in the Smith Barney Fumgs interests and that no viable alternativestedi
SBFM and CGM did not admit or deny any wrongdoingliability. The settlement did not establish
wrongdoing or liability for purposes of any othepbpeeding.

The SEC censured SBFM and CGM and ordered themasecand desist from violations of Sections 206(1)
and 206(2) of the Advisers Act. The order requifgitl to pay $208.1 million, including $109 milliom
disgorgement of profits, $19.1 million in intereand a civil money penalty of $80 million. Apprmately
$24.4 million has already been paid to the SmitimBg Funds, primarily through fee waivers. The a@img
$183.7 million, including the penalty, has beerdpai the U.S. Treasury, and will be distributedgpamt to a
plan to be prepared by Citi and submitted withind@9s of the entry of the order for approval by $feC.

The order required SBFM to recommend a new trarafent contract to the Smith Barney Fund BoardBimit
180 days of the entry of the order; if a Citi affie submitted a proposal to serve as transfertagesub-
transfer agent, an independent monitor must be getbat the expense of SBFM and CGM to oversee a
competitive bidding process. Under the order, @l¢io must comply with an amended version of a wend
policy that Citi instituted in August 2004. Thaoligy, as amended, among other things, requiresitwen
requested by a Smith Barney Fund Board, CAM withirg at its own expense, an independent consulting
expert to advise and assist the Board on the smheat certain service providers affiliated withtiCi

In an LAWC dated August 1, 2005, the NASD fouhdttMSDW failed to establish and maintain a supsenmny
system, including written procedures, reasonabsjgihed to review and monitor MSDW's fee-based brage
business, between January 2001 and December 2006@wout admitting or denying the allegations, MSDW
consented to the described sanctions and findiwgs, censured and fined $1.5 million, and agreethé¢o
payment of restitution to 3,549 customers in thaltamount of approximately $4.7 million, plus irgst.

The SEC alleged that Morgan Stanley violated Eiwehange Act by inadvertently failing to timely prece
emails to the SEC staff, pursuant to subpoenatherSEC's investigation into Morgan Stanley’s picas in
allocating shares of stock in initial public offegs and an investigation into conflicts of interbstween
Morgan Stanley’s research and investment bankiagtimes. Without admitting or denying the allega$,
Morgan Stanley consented to a final judgment on WM2y2006 in which it was permanently restrained an
enjoined from violating the Exchange Act. Morgaar8éy agreed to make payments aggregating $15milli
which amount was reduced by $5 million contempooasty paid by Morgan Stanley to the NASD and the
NYSE in related proceedings. Morgan Stanley atgeed to notify the SEC, the NASD and the NYSE that
has adopted and implemented policies and procedeasonably designed to ensure compliance with the
Exchange Act. Morgan Stanley also agreed to peovadnual training to its employees responsible for
preserving or producing electronic communicationd agreed to retain an independent consultant\viewe
and comment on the implementation and effectiveaé#ise policies, procedures and training.

On June 27, 2006, the SEC announced the initizgiod concurrent settlement of administrative cesrse
desist proceedings against Morgan Stanley and MSBWailing to maintain and enforce adequate wnitte
policies and procedures to prevent the misuse daémah nonpublic information. The SEC found thiagm
1997 through 2006, Morgan Stanley and MSDW violdterilExchange Act and the Advisers Act by failing t
(1) conduct any surveillance of a number of accoamd securities; (2) provide adequate guidanddaxman
Stanley’s and MSDW'’s personnel charged with coridgcsurveillance; and (3) have adequate controls in
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place with respect to certain aspects of “Watch”limintenance. The SEC’s findings covered différareas
from the 1997-through-2006 time period. Morgan f&arand MSDW were ordered to pay a civil money
penalty of $10 million and agreed to enhance thelicies and procedures.

On August 21, 2006, Morgan Stanley and MSDW emténto an LAWC relating various finds that, ativas
times between July 1999 and 2005, Morgan Stanlelateid a number of NASD and SEC rules. The viotedi
related to areas including: trade reporting thioupe Nasdag Market Center (formerly Automated
Confirmation Transaction Service (ACT)), Trade Rejpg and Compliance Engine (TRACE) and Order Audit
Trail System (OATS); market making activities; ftiragl practices; short sales; and large options ioosit
reports. The NASD also found that, at various sirdering December 2002 and May 2005, MSDW violated
NASD rules and MSRB rules related to areas inclgdiade reporting through TRACE, short sales, aAd &

The NASD further found that, in certain cases, Mar@tanley and MSDW violated NASD Rule 3010, beeaus
their supervisory systems did not provide supemmisieasonably designed to achieve compliance with
applicable securities laws, regulations and/orstule

Without admitting or denying the findings, MorgataSley and MSDW consented to the LAWC. In the
LAWC, Morgan Stanley and MSDW were censured, reglio pay a monetary fine of $2.9 million and adree
to make restitution to the parties involved in a@rttransactions, plus interest, from the datehef\tiolative
conduct until the date of the LAWC. Morgan Standeyd MSDW also consented to (1) revise their wmitte
supervisory procedures and (2) provide a repottdiacribed the corrective action that they conspleturing

the year preceding the LAWC to address regulatesyés and violations addressed in the LAWC, and the
ongoing corrective action that they were in thecpss of completing.

On May 9, 2007, the SEC issued an Order (the “R2g7 Order”), settling an administrative actionthwi
Morgan Stanley. In this matter, the SEC found tlatgan Stanley violated its duty of best executimder
the Exchange Act. In particular, the SEC foundt,tiduring the period of October 24, 2001 through
December 8, 2004, Morgan Stanley's proprietary mankaking system failed to provide best execution t
certain retail OTC orders. In December 2004, Mor§sanley removed the computer code in the prasiet
market-making system that caused the best executidations. Morgan Stanley consented, without &iiimg

or denying the findings: to a censure, to ceaskedasist from committing or causing future violatpto pay
disgorgement of approximately $5.9 million plusjpdgment interest on that amount, and to pay & panalty

of $1.5 million. Morgan Stanley also consentedetain an Independent Compliance Consultant teevevis
policies and procedures in connection with its m&rkaking system’s order-handling procedures asad it
controls relating to changes to those proceduresi@develop a better plan of distribution.

On July 13, 2007, the NYSE issued a Hearing Bdastision in connection with the settlement of an
enforcement proceeding brought in conjunction with New Jersey Bureau of Securities against CGMe T
decision held that CGM failed to: (1) adequatelpexvise certain branch offices and Financial Aorgswho
engaged in deceptive mutual fund market timing e@hatf of certain clients from January 2000 through
September 2003 (in both proprietary and non-prégmyefunds); (2) prevent the Financial Advisorsnfro
engaging in this conduct; and (3) make and keepuate books and records. Without admitting or denthe
findings, CGM agreed to: (a) a censure; (b) eithilg a $35 million distribution fund for disgomgent
payments; (c) a penalty of $10 million (half totesd to the NYSE and half to be paid to the distiitn fund);

(d) a penalty of $5 million to be paid to the StafeNew Jersey; and (e) appointing a consultardeeelop a
plan to pay CGM's clients affected by the marketitig.

On September 27, 2007, Morgan Stanley enteredant AWC with Financial Industry Regulatory Authtyri
(“FINRA"™). FINRA found that, from October 2001 thugh March 2005, MSDW: provided inaccurate
information to arbitration claimants and regulatoggarding the existence of pre-September 11, 2004ils;
failed to provide such emails in response to discpvrequests and regulatory inquiries; failed adégly to
preserve books and records; and failed to establighmaintain systems and written procedures redbpn
designed to preserve required records and to erthateit conducted adequate searches in response to
regulatory inquiries and discovery requests. FINRI&o found that MSDW failed to provide arbitration
claimants with updates to a supervisory manualisnayery from late 1999 through the end of 20050r@an
Stanley agreed, without admitting or denying thisgings, to establish a $9.5 million fund for thenefit of
potentially affected arbitration claimants. In #&msh, Morgan Stanley was censured and agreed joaa
$3 million regulatory fine and to retain an indegent consultant to review its procedures for conmglywith
discovery requirements in arbitration proceedirgjating to its retail brokerage operations.
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On October 10, 2007, Morgan Stanley became thgesuof an Order Instituting Administrative and &se-
and-Desist Proceedings (“October 2007 Order”) ey $#iEC. The October 2007 Order found that, from0200
until 2005, Morgan Stanley and MSDW failed to pdw®/ito their retail customers accurate and completéen
trade confirmations for certain fixed income setbesiin violation of the Exchange Act, and MSRBesll In
addition, Morgan Stanley was ordered to cease asididfrom committing or causing any future vialas, and
was required to pay a $7.5 million penalty andetiain an independent consultant to review Morgami8y’'s
applicable policies and procedures. Morgan Staclmysented to the issuance of the October 2007 rOrde
without admitting or denying the SEC's findings.

On December 18, 2007, Morgan Stanley becameubjea of an Order Instituting Administrative Ceasel-
Desist Proceedings (“December 2007 Order”) by tlieC.S The December 2007 Order found that, from
January 2002 until August 2003, MSDW (a) failedeasonably supervise four Financial Advisors, withiew
to preventing and detecting their mutual fund metkeing activities and (b) violated the Investmé&dmpany
Act of 1940 by allowing multiple mutual fund tradéssat were placed or amended after the close dintgato
be priced at that day’s closing net asset valube December 2007 Order also found that, from 28@dugh
2003, MSDW violated the Exchange Act by not makang keeping records of customer orders placed thiger
market close and orders placed for certain hedgd ftustomers in variable annuity sub-accounts. hbvit
admitting or denying the SEC’s findings, Morganrii¢y agreed to a censure, to cease and desistférome
violations of the applicable provisions, to pay englty of approximately $11.9 million, to disgorgeofits
related to the trading activity (including prejudgmb interest) of approximately $5.1 million, andrégain an
independent distribution consultant.

In May 2005, Morgan Stanley and MSDW discoverkdt,t from about January 1997 until May 2005, their
order entry systems did not check whether cer@afoisdary market securities transactions compli¢d state
registration requirements known as “Blue Sky” lavighis resulted in the improper sale of securitiest were
not registered in 46 state and territorial juriidics. Morgan Stanley and MSDW conducted an irtlern
investigation, repaired system errors, self-rembttee problem to all affected states and the Newk\siock
Exchange, identified transactions which were exagtint violation of the Blue Sky laws, and offeregcission
to affected customers. Morgan Stanley settledstate regulatory issues in a multi-state settlemétt the 46
affected state and territorial jurisdictions. Untlee settlement, Morgan Stanley consented to secaad-desist
order with, and agreed to pay a total civil mongenalty of $8.5 million to be divided among, eadlihe 46
state and territorial jurisdictions. The first erdwas issued by Alabama on March 19, 2008, andrsrdre
expected to be issued by subsequent states oveottiag months.

On August 13, 2008, MS&Co. agreed on the genterahs of a settlement with the Office of the Newrk'o
State Attorney General (“NYAG”) and the Office dfet lllinois Secretary of State, Securities Departime
(“Minois™) (on behalf of a task force of the NdrtAmerican Securities Administrators Associationithwespect
to the sale of auction rate securities (“ARS”). &C. agreed, among other things, to repurchaseaat p
approximately $4.5 billion of illiquid ARS held bgertain clients of MS&Co. which were purchased ptm
February 13, 2008. Additionally, MS&Co. has agrdéedpay a total fine of $35 million. Final Agreents
were entered into with the NYAG on June 2, 2009 aiiidh Illinois on September 17, 2009. The lllinois
agreement serves as the template for agreemetsh&ipther NASAA jurisdictions.

On December 11, 2008, the SEC filed a settled court action against CGM arising out of an invgation
into ARS. The SEC complaint alleged that CGM naisits clients regarding the fundamental nature raf a
risks (including illiquidity) associated with AR®i@t CGM underwrote, marketed and sold. CGM, withou
admitting or denying the SEC's allegations, consértb a permanent injunction from directly or iditly
violating Section 15(c) of the Exchange Act, andctomply with a number of undertakings, includingl)
offering to purchase ARS at par from individualbaities, and small businesses that purchased thBSe
from Citi, even if those customers moved their arts; (2) using its best efforts to provide ligtydsolutions
for institutional and other customers, includingcilisating issuer redemptions, restructurings, avttier
reasonable means, and not taking advantage oflitgusolutions for its own inventory before makitigpse
solutions available to these customers; (3) payligible customers who sold their ARS below par the
difference between par and the sale price of th&;Adhd (4) reimbursing eligible customers for argess
interest costs associated with loans taken out f@tmdue to ARS illiquidity. In addition, aftehé buy-back
periods are substantially complete, the SEC magidenimposing a financial penalty against Citisdéxon the
traditional factors the SEC considers for penaltied based on whether the individual firm has ffeli its
obligations under its settlement agreement. CGAdlted substantially similar settlements with theA®vand
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the Texas State Securities Board, agreeing to patabof $100 million to the NYAG and states peigating in
the North American Securities Administrators Asation.

e On March 25, 2009, Morgan Stanley entered inté&\@/C with FINRA. FINRA found that, from 1998 throhg
2003, MSDW failed to reasonably supervise the #s/ of two Financial Advisors in one of its bréwes.
FINRA found that these Financial Advisors solicitekerage and investment advisory business fraimees
and potential retirees of certain large companiggpimmoting unrealistic investment returns andirigilto
disclose material information. FINRA also heldtthdorgan Stanley failed to ensure that the se@agitnd
accounts recommended for the retirees were propevigwed for appropriate risk disclosure, suiifpiand
other concerns. Morgan Stanley consented, withdutitting or denying the findings, to a censurdina of
$3 million, and restitution of approximately $2.4llmn plus interest to 90 former clients of then&ncial
Advisors.

BIOGRAPHICAL INFORMATION

The following brief biographical information dedoels personnel at Morgan Stanley Smith Barney LLEo are

either principal executive officers or who have ewisory responsibility with regard to the investrthemanagement
and consulting programs described in this brochiur¢he brief biographical sketches in this secti@mierences to
“Morgan Stanley” may include Morgan Stanley & Cocdrporated, predecessor companies and affiliates.

Principal Executive Officers

Gregory J. Fleming, born in 1963, is Managing Director and PresidehMSSB and of the Asset Management
business of Morgan Stanley. Since joining Morgaany in 2010, Greg has served as a member oFitines
Management and Operating Committees, and repof$organ Stanley’'s CEO, James P. Gorman. From 2007 t
2009, Mr. Fleming served as President and COO afiNMeynch. From 2003 to 2007, Mr. Fleming servaed
Executive VP and Co-President of Merrill's GlobahNéets and Investment Banking Group. Prior to mgdhese
positions Mr. Fleming was COO of Global Investm&ainking and co-head of the Global Financial Intbis
Group. Mr. Fleming is a former Phi Beta Kappa, siaroum laude graduate in economics from Colgate éisity,

Mr. Fleming received his J.D. from Yale Law schaaol is a former board member of BlackRock, Ineaneanber

of the council on Foreign Relations, a directoCalgate University and a member of the Board of i8drs for the
Yale Law School Center for the study of Corporats.|

Jim Rosenthal born in 1953, is the Chief Operating Officer o68B and Head of Corporate Strategy for Morgan
Stanley; he is also a member of the Firm’'s Manageraed Operating Committees. Prior to assuminghisent

role in January 2010, Mr. Rosenthal was the Hedgirofiwide Technology and Operations for Morgan &gamnd

the Head of Integration for MSSB. Mr. Rosenthahg¢a the Firm in 2008 from Tishman Speyer, wherenhd
served as Chief Financial Officer since 2006. Ptiothat, he worked at Lehman Brothers from 1992005,
where he was Head of Corporate Strategy and Cdmpddavelopment and a member of the Management
Committee. Mr. Rosenthal was with McKinsey & Compdrom 1986 to 1999, where he was a Senior Partner
specializing in financial institutions, and Co-Heafdthe Investment Banking Practice. Mr. Rosentiad a B.A.
degree from Yale and a J.D. degree from Harvard &afool.

Jeff Gelfand, born in 1951, Managing Director, is Chief Fina@fficer of MSSB. Previously, he was Director of
Finance for Morgan Stanley’s Global Wealth Managetmend Investment Management Groups. Mr. Gelfand
joined Morgan Stanley in 2006 as CFO for the Glaaklth Management Group. Prior to joining Mordtanley,

he served as the CFO for Wachovia Securities, Lio@1f2003 to 2006. Prior to this, Mr. Gelfand waghwiverrill
Lynch & Co., where he held various roles in Finanneluding CFO for Merrill's Global Private Cliegroup. He
has a B.S. in Chemical Engineering from Cornell ugnsity and an M.B.A. in Finance and Accountingnfro
Columbia University.

Anne Cooney born in 1968, Managing Director, is General Calias MSSB. Previously she was the Deputy
General Counsel of MSSB and prior to that role thashead of Client Litigation for the Morgan Stanglobal
Wealth Management Group. Prior to joining Morgaarey, Ms. Cooney worked at Steel Hector and Dfwin
1993 through 1999. Ms. Cooney has a B.S. from thieddsity of North Carolina, Chapel Hill and a J({@rder of
the Coif) from the University of Florida College baw.
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Consulting Group

James Walker, born in 1963, has been a Managing Director anadHé Consulting Group, MSSB since
September 2010. Previously, Mr. Walker was a Mama@irector and Chief Operating Officer for Investm
Strategy and Solutions (consisting of the Consgl@moup, Investment Strategy and Research, InvestRreducts,
and Alternative Investments) at MSSB from June 2608viously, Mr. Walker was a Managing Directodan
Director of Finance, Risk, and Strategy for GloB&alth Management Investments at Citi. He joinedli€i
November of 2006 as the.Chief Operating OfficeBnfith Barney’s Investment Advisory Services. Pt@joining
Citigroup, Mr. Walker was the Chief Administrati@ficer at Merrill Lynch Global Private Client grpisince
prior to 2006. Mr. Walker received a B.A. in Ecoriosifrom the Catholic University of America and waSloan
Fellow at the Massachusetts Institute of Technalegyere he received a S.M. in Management Sciefte. J
continues as a lecturer at M.I.T. at the Sloan schde holds the Certified Investment Manageme raljst
(CIMA) designation.

Matthew P. Knapp, born in 1970, has been an Executive DirectortaedCCO of the Advisory Compliance Group
for MSSB since June 2009. Previously, Mr. Knaps tee Director for the Advisory Compliance Groupvidrgan
Stanley’s Global Wealth Management Group and CCG@hefinvestment advisory businesses at Morgan &tanl
Mr. Knapp joined Morgan Stanley in 1994 in the Aitpand Insurance Services Division. In 1998, tiegd the
Legal and Compliance Division. From 2005 to 20068, Knapp was a Senior Vice President at Citigroup
Corporate and Investment Bank. Mr. Knapp receivisdB.A. from Manhattan College and is a FINRA Gahe
Securities Representative.

Carl Swanson born in 1967, is a Managing Director and has bemerExecutive Director and the Director of the
Portfolio Management and Custom Portfolio groupsM@&SB since June 2009. Previously, Mr. Swansos aa
Executive Director and Director of the Custom Raitf Group of Morgan Stanley; in this capacity, hvas
responsible for overall administration of the Cust®ortfolio program. Mr. Swanson joined Morganrg in
2000. Prior to doing so, Mr. Swanson spent nireeyat Salomon Smith Barney. For the first folargehe was an
Investment Management Analyst in its Consulting @proand the last five years he was the Marketirg) Sales
Director for that firm's Portfolio Management GroupMr. Swanson received a B.S. degree in Econommits
Finance from West Chester University.

Rosalie F. Berman born in 1975, is an Executive Director and theée€Wdministrative Officer of Consulting
Group. Ms. Berman has also been the Director aftSBarney Advisor and Morgan Stanley Advisory MESB
since June 2009. Previously, Ms. Berman was acBireof CGM and the Director of Smith Barney Adviso
Ms. Berman joined CGM (or its predecessor firms)®99. Ms. Berman received her B.S. from Tuftsvdrsity.

Roger Paradisq born in 1966, has been a Managing Director aadihector of the MSSB Private Portfolio Group
and Chief Investment Officer of MSSB since JuneR0QPreviously, Mr. Paradiso was a Managing Directb
CGM and President and Chief Investment Officethef Private Portfolios Group as a division of CGFrom 2007
to April 2008, he was the President and Chief Itmeat Officer of Legg Mason Private Portfolio Group.C
(“LMPPG”). Prior to joining LMPPG, he was a PoittboManager and Managing Director of ClearBridgdyieh
he joined in December 2005. Prior to December 2005 Paradiso was a Managing Director of CGM aed/ed
as a Portfolio Manager of Smith Barney Asset Manag®, a division of CGM. He joined CGM’s predeazss
1988. Mr. Paradiso received a B.S. in Finance fromg Island University.

Glenn Regan born in 1965, is a Managing Director and the Etive of Global Investment Solutions. Previously,
Mr. Regan was the Director of the Consulting Gronpestment Advisor Research for MSSB since Jun®200
Previously, Mr. Regan was a Managing Director ofMiG1ead of Investment Advisor Research for the @lob
Wealth Management sector of Citi, and Chief InvestmOfficer of Smith Barney’s Consulting Group. Had
been with CGM or its predecessor firms since 198%. Regan received a B.S. in Business Adminigirafrom
Syracuse University School of Management. Mr. Raga charter holder of the CFA designation.

67



DEPARTMENT OF LABOR PROHIBITED TRANSACTION EXEMPTIO N
Employee Benefits Security Administration
DEPARTMENT OF LABOR

Employee Benefits Security Administration

Application Nos. and Proposed Exemptions; D-11%78group
Global Markets, Inc. and Its Affiliates (Togeth@GMI or the
Applicant)

AGENCY: Employee Benefits Security Administratidmmbor

ACTION: Notice of proposed exemptions.

SUMMARY: This document contains notices of pendebejore the Department of Labor (the Department) of
proposed exemptions from certain of the prohibit@shsaction restrictions of the Employee Retiremeacbme
Security Act of 1974 (ERISA or the Act) and/or tinéernal Revenue Code of 1986 (the Code).

Written Comments and Hearing Requests

All interested persons are invited to submit writtbmments or requests for a hearing on the peraliagiptions,
unless otherwise stated in the Notice of Proposeshiption, within 45 days from the date of publioatiof this
Federal Register Notice. Comments and requesta fararing should state: (1) The name, addresstedephone
number of the person making the comment or reqaest,(2) the nature of the person's interest inettemption
and the manner in which the person would be adleastected by the exemption. A request for a hegamust also
state the issues to be addressed and include eafjdescription of the evidence to be presentddeahearing.

ADDRESSES: All written comments and requests fohemring (at least three copies) should be senhédo t
Employee Benefits Security Administration (EBSA){fiGe of Exemption Determinations, Room N-5700, U.S
Department of Labor, 200 Constitution Avenue, NW¥ashington, DC 20210. Attention: Application No:-;-
stated in each Notice of Proposed Exemption. Istetepersons are also invited to submit commernt®ahearing
requests to EBSA via e-mail or FAX. Any such comtsear requests should be sent either by e-mail to:
moffitt.betty@dol.goy or by FAX to (202) 219-0204 by the end of theeshlied comment period. The applications
for exemption and the comments received will belalke for public inspection in the Public Documefoom of
the Employee Benefits Security Administration, Uepartment of Labor, Room N-1513, 200 Constitution
Avenue, NW., Washington, DC 20210.

Warning: If you submit written comments or hearirgguests, do not include any personally-identiabk
confidential business information that you do nainwto be publicly-disclosed. All comments and hearequests
are posted on the Internet exactly as they arévesteand they can be retrieved by most Internatckeengines.

The Department will make no deletions, modificatiar redactions to the comments or hearing requestsved,

as they are public records.

Notice to Interested Persons

Notice of the proposed exemptions will be providedall interested persons in the manner agreed lyothe
applicant and the Department within 15 days ofdhte of publication in the Federal Register. Suetica shall
include a copy of the notice of proposed exempéisipublished in the Federal Register and shaltrimioterested
persons of their right to comment and to requéstaing (where appropriate).
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SUPPLEMENTARY INFORMATION: The proposed exemptionsre requested in applications filed pursuant to
section 408(a) of the Act and/or section 4975(cdfzhe Code, and in accordance with procedurefostin

29 CFR Part 2570, Subpart B (55 FR 32836, 3284gusul0, 1990). Effective December 31, 1978, sectia? of
Reorganization Plan No. 4 of 1978, 5 U.S.C. App(1296), transferred the authority of the Secretairythe
Treasury to issue exemptions of the type requestéde Secretary of Labor. Therefore, these notidgsroposed
exemption are issued solely by the Department.afipdications contain representations with regarthéoproposed
exemptions which are summarized below. Interestexsqms are referred to the applications on filehwhe
Department for a complete statement of the faaisrapresentations.

Citigroup Global Markets, Inc. and Its Affiliate3dgether, CGMI or the Applicant) Located in New KoNew
York

[Application No. D-11573]
Proposed Exemption

The Department is considering granting an exemptioaer the authority of section 408(a) of the Amt ERISA)
and section 4975(c)(2) of the Code and in accorlavith the procedures set forth in 29 CFR Part 25Ubpart B
(55 FR 32836, August 10, 1990).

Section |. Covered Transactions

A. If the exemption is granted, the restrictionssettion 406(a) of the Act and the sanctions regulfirom the
application of section 4975 of the Code, by reasiogection 4975(c)(1)(A) through (D) of the Codeals not apply,
effective May 31, 2009, to the purchase or redemnptf shares by an employee benefit plan, an iddali
retirement account (an IRA), a retirement plan $eif-employed individuals (a Keogh Plan), or anividtual

account pension plan that is subject to the pronisif Title | of the Act and established undettisec403(b) of the
Code (the Section 403(b) Plan) (collectively, thanB) in the Trust for Consulting Group Capital ks Funds
(the Trust), sponsored by MSSB in connection witbhsPlans' participation in the TRAK Personalizedelstment
Advisory Service (the TRAK Program).

B. If the exemption is granted, the restrictionssettion 406(b) of the Act and the sanctions resulfrom the
application of section 4975 of the Code, by reasbeection 4975(c)(1)(E) and (F) of the Code, shall apply,
effective May 31, 2009, with respect to the prauisof (i) investment advisory services by the Advier (ii) an
automatic reallocation option as described beldwe @utomatic Reallocation Option) to an independ&hiciary
of a participating Plan (the Independent Plan Hatyg¢, which may result in such fiduciary's selentbf a portfolio
(the Portfoliof in the TRAK Program for the investment of Planetss

This exemption is subject to the following conditsoset forth below in Section Il.
Section Il. General Conditions

(a) The participation of Plans in the TRAK Progrism

(b) approved by an Independent Plan Fiduciary.peoposes of this requirement, an employee, officatirector of
the Adviser and/or its affiliates covered by an IR@t subject to Title | of the Act will be consideran Independent
Plan Fiduciary with respect to such IRA.

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

(d) No Plan pays a fee or commission by reasoheftquisition or redemption of shares in the Trust

(e) The terms of each purchase or redemption oftTshares remain at least as favorable to an ingeBfan as
those obtainable in an arm's length transactioh ait unrelated party.

() The Adviser provides written documentation to Badependent Plan Fiduciary of its recommendations
evaluations based upon objective criteria.

8 For the avoidance of doubt, unless the contextestggtherwise, the term ““Portfolio" includes $table Value
Investments Fund, a collective trust fund establishnd maintained by First State Trust Companynéoly a
wholly-owned subsidiary of Citigroup.
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(g) Any recommendation or evaluation made by theiget to an Independent Plan Fiduciary is implemérdnly
at the express direction of such Independent Rldurckary, provided, however, that:

(1) If such Independent Plan Fiduciary elects iitimg (the Election), on a form designated by théviser from
time to time for such purpose, to participate ia #kutomatic Reallocation Option under the TRAK Reog, the
affected Plan or participant account is automdyiaa&allocated whenever the Adviser modifies theipalar asset
allocation recommendation which the Independent Plduciary has chosen. Such Election continuegfect until
revoked or terminated by the Independent Plan Faydn writing.

(2) Except as set forth below in paragraph II(f)(8) the time of a change in the Adviser's assecation
recommendation, each account based upon the dksedtian model (the Allocation Model) affected Isyich
change is adjusted on the business day of theseelefithe new Allocation Model by the Adviser, epcéo the
extent that market conditions, and order purchaserademption procedures, may delay such procesisinggh a
series of purchase and redemption transactiortsfteassets among the affected Portfolios.

(3) If the change in the Adviser's asset allocatetommendation exceeds an increase or decreaserefthan 10
percent in the absolute percentage allocated toosmeyinvestment medium (e.g., a suggested increasel5
percent allocation to greater than 25 percent,deaiease of such 15 percent allocation to lessShzercent), the
Adviser sends out a written notice (the Notice)alb Independent Plan Fiduciaries whose current Stment
allocation may be affected, describing the propossdiocation and the date on which such allocat®oto be
instituted (the Effective Date). If the IndependBidn Fiduciary notifies the Adviser, in writing, @ny time within
the period of 30 calendar days prior to the progds#ective Date that such fiduciary does not wistiollow such
revised asset allocation recommendation, the AlionaModel remains at the current level, or at sattter level as
the Independent Plan Fiduciary then expressly dasggl, in writing. If the Independent Plan Fidugidoes not
affirmatively “opt out' of the new Adviser recomndation, in writing, prior to the proposed Effectiidate, such
new recommendation is automatically effected byo#ladfor-dollar liquidation and purchase of thequéed
amounts in the respective account.

(4) An Independent Plan Fiduciary will receive ade confirmation of each reallocation transactlarthis regard,
for all Plan investors other than Section 404(@nPaccounts (i.e., 401(k) Plan accounts), CGMI @398, as
applicable, mails trade confirmations on the naxdibess day after the reallocation trades are ¢s@ctn the case
of Section 404(c) Plan participants, notificatioapdnds upon the notification provisions agreed ytahe Plan
recordkeeper.

(h) The Adviser generally gives investment advitenriting to an Independent Plan Fiduciary withpest to all
available Portfolios. However, in the case of anPpeoviding for participant-directed investmenthe(tSection
404(c) Plan), the Adviser provides investment agltiwt is limited to the Portfolios made availaleler the Plan.
(i) Any sub-adviser (the Sub-Adviser) that acts fiee Trust to exercise investment discretion ové&oafolio is
independent of Morgan Stanley, Inc. (Morgan Stanl&@GMI, MSSB and their respective affiliates (ealively,
the Affiliated Entities).

() Immediately following the acquisition by a Piito of any securities that are issued by any lkstied Entity,
such as Citigroup or Morgan Stanley common stdak &dviser Common Stock), the percentage of thaf®io's
net assets invested in such securities will noeed@ne percent. However, this percentage limitatiay be
exceeded if--

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

(2) The Index represents the investment performaheespecific segment of the public market foriggsecurities
in the United States and/or foreign countries. dfganization creating the Index is:

(i) Engaged in the business of providing finanaiérmation;

(ii) A publisher of financial news information; or

(i) A public stock exchange or association of wgties dealers. The Index is created and mainthimg an
organization independent of the Affiliated Entitiead is a generally-accepted standardized Indegeofirities
which is not specifically tailored for use by théfikated Entities.

(3) The acquisition or disposition of Adviser Conm&tock does not include any agreement, arrangeorent
understanding regarding the design or operatioth@fPortfolio acquiring such Adviser Common Stoekjch is
intended to benefit the Affiliated Entities or apgrty in which any of the Affiliated Entities magVve an interest.
(4) The Independent Plan Fiduciary authorizes tivestment of a Plan's assets in an Index Fund whicthases
and/or holds the Adviser Common Stock and the Sdbisr is responsible for voting any shares of Adwi
Common Stock that are held by an Index Fund onrnaatyer in which shareholders of Adviser Common Btae
required or permitted to vote.
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(k) The quarterly investment advisory fee that @dpby a Plan to the Adviser for investment adwsservices
rendered to such Plan is offset by any amount oesx of 20 basis points that MSSB retains from Rontfolio
(with the exception of the Money Market InvestmeR@rtfolio and the Stable Value Investments Padfdbr
which neither MSSB nor the Trust will retain anywéstment management fee) which contains investments
attributable to the Plan investor.

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

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

(A) A copy of the Prospectus for the Trust discogsihe investment objectives of the Portfolios casipg the
Trust, the policies employed to achieve these dibjes; the corporate affiliation existing among hdviser and its
affiliates, and the compensation paid to suchiesfit

(B) Upon written or oral request to the Adviser,Statement of Additional Information supplementirfe t
Prospectus which describes the types of secuatiesother instruments in which the Portfolios mayest, the
investment policies and strategies that the Pdotamay utilize and certain risks attendant to ¢hos/estments,
policies and strategies.

(C) A copy of the investment advisory agreementvieen the Adviser and such Plan which relates ttgizeation
in the TRAK Program and describes the AutomaticllBeation Option.

(D) Upon written request of the Adviser, a copytlod respective investment advisory agreement betWw&seSB
and the Sub-Advisers.

(E) In the case of a Section 404(c) Plan, if regplipy the arrangement negotiated between the Adaiggthe Plan,
an explanation by an Adviser representative (theamdial Advisor) to eligible participants in suchaf®, of the
services offered under the TRAK Program and theaijmn and objectives of the Portfolios.

(F) A copy of the proposed exemption and the fenamption pertaining to the exemptive relief ddssdi herein.
(2) If accepted as an investor in the TRAK Program,Independent Plan Fiduciary of an IRA or KeodgnRs
required to acknowledge, in writing, prior to puasing Trust shares that such fiduciary has receteogies of the
documents described above in subparagraph (k)hioection.

(3) With respect to a Section 404(c) Plan, writieknowledgement of the receipt of such documersagided by
the Independent Plan Fiduciary (i.e., the Plan adsmator, trustee or named fiduciary, as the réigolder of Trust
shares). Such Independent Plan Fiduciary is redjtireepresent in writing to the Adviser that stidciary is

(a) independent of the Affiliated Entities and Kmowledgeable with respect to the Plan in admiaiste matters
and funding matters related thereto, and able tkenaa informed decision concerning participationthe TRAK
Program.

(4) With respect to a Plan that is covered und#e Tiof the Act, where investment decisions arelenby a trustee,
investment manager or a named fiduciary, such lexépnt Plan Fiduciary is required to acknowledgeyriting,
receipt of such documents and represent to theskdwthat such fiduciary is (a) independent of tHéliated
Entities, (b) capable of making an independent dieci regarding the investment of Plan assets and (c
knowledgeable with respect to the Plan in admiaiste matters and funding matters related theratal, able to
make an informed decision concerning participatiothe TRAK Program.

(m) Subsequent to its participation in the TRAK d¢tam, each Plan receives the following written oal o
disclosures with respect to its ongoing participain the TRAK Program:

(1) The Trust's semi-annual and annual report d@holy a financial statement for the Trust and inwesit
management fees paid by each Portfolio.

(2) A written quarterly monitoring statement coniag an analysis and an evaluation of a Plan imvissaccount to
ascertain whether the Plan's investment objecthese been met and recommending, if required, clramnge
Portfolio allocations.

(3) If required by the arrangement negotiated betwine Adviser and a Section 404(c) Plan, a qugrteetailed
investment performance monitoring report, in wgtiprovided to an Independent Plan Fiduciary ofhsBtan
showing Plan level asset allocations, Plan cask &lpalysis and annualized risk adjusted ratestaofmdor Plan
investments. In addition, if required by such agement, Financial Advisors meet periodically witluépendent
Plan Fiduciaries of Section 404(c) Plans to disahssreport as well as with eligible participantsréview their
accounts' performance.

9 The fact that certain transactions and fee armegés are the subject of an administrative exempdioes not relieve the
Independent Plan Fiduciary from the general fidyci@sponsibility provisions of section 404 of tAet. In this regard, the

Department expects the Independent Plan Fiduotaophsider carefully the totality of the fees axgenses to be paid by the
Plan, including any fees paid directly to MSSB, CIGvto other third parties.
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(4) If required by the arrangement negotiated betwhe Adviser and a Section 404(c) Plan, a quanarticipant
performance monitoring report provided to a Plartipi@ant which accompanies the participant's biestditement
and describes the investment performance of thefdHos, the investment performance of the partoips
individual investment in the TRAK Program, and givaarket commentary and toll-free numbers that lenthe
participant to obtain more information about theAKRProgram or to amend his or her investment atioca.

(5) On a quarterly and annual basis, written dmales to all Plans of (a) the percentage of eadftfoifo's
brokerage commissions that are paid to the AféliaEntities and (b) the average brokerage commmigsto share
paid by each Portfolio to the Affiliated Entitiess compared to the average brokerage commissicshpes paid by
the Trust to brokers other than the Affiliated Ea#i, both expressed as cents per share.

(n) The Adviser maintains or causes to be mainthif@ a period of (6) six years, the records neagsto enable
the persons described in paragraph (m)(1) of thien to determine whether the applicable condgiof this
exemption have been met. Such records are readiliahle to assure accessibility by the personstified in
paragraph (1) of this section.

(1) Notwithstanding any provisions of section 5Q0&# and (b) of the Act, the records referred tothie first
paragraph of this section are unconditionally aldé at their customary location for examinatiomiriy normal
business hours by--

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

(ii) Any fiduciary of a participating Plan or anyly authorized representative of such fiduciary;

(iii) Any contributing employer to any participagnPlan or any duly authorized employee represametaif such
employer; and

(iv) Any participant or beneficiary of any partieifing Plan, or any duly authorized representatifesuch
participant or beneficiary.

(2) A prohibited transaction is not deemed to haeurred if, due to circumstances beyond the cbumtirdhe
Adviser, the records are lost or destroyed pricthtoend of the six-year period, and no party terigst other than
the Adviser is subject to the civil penalty thatynt@e assessed under section 502(i) of the Act ahdotaxes
imposed by sections 4975(a) and (b) of the Codthef records are not maintained or are not availéte
examination as required by paragraph (1) of thitice.

(3) None of the persons described in subparagréip{s/) of this section (m)(1) is authorized taxa@mine the trade
secrets of the Adviser or commercial or finanaibrmation which is privileged or confidential.

(4) Should the Adviser refuse to disclose informatbn the basis that such information is exemphfdisclosure,
the Adviser shall, by the close of the thirtietld® day following the request, provide written inetadvising that
person of the reason for the refusal and that #galiment may request such information.

Section IIl. Definitions

For purposes of this proposed exemption:

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

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

(c) The term “"CGMI" means Citigroup Global Markétc. and any affiliate of Citigroup Global Margdhc.

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

(1) Any person directly or indirectly through one more intermediaries, controlling, controlled kyr, under
common control with the Affiliated Entity. (For quoses of this subparagraph, the term ““controlimeehe power
to exercise a controlling influence over the mamagyet or policies of a person other than an indiaigu

(2) Any individual who is an officer (as defined $ection 1l1(g) hereof), director or partner in tAffiliated Entity
or a person described in subparagraph (d)(1);

(3) Any corporation or partnership of which the ifdited Entity, or an affiliate described in subpagraph (d)(1), is
a 10 percent or more partner or owner; and

(4) Any corporation or partnership of which anyiindual which is an officer or director of the Affited Entity is a
10 percent or more partner or owner.

(e) An “Independent Plan Fiduciary" is a Plamidry which is independent of the Affiliated Erg#t and is either:
(1) A Plan administrator, sponsor, trustee or nafiichatiary, as the recordholder of Trust shareseural Section
404(c) Plan;

(2) A participant in a Keogh Plan;

(3) An individual covered under (i) a self-direct®A or (ii) a Section 403(b) Plan, which investsTirust shares;
(4) A trustee, investment manager or named fidyaiasponsible for investment decisions in the azfse Title |
Plan that does not permit individual direction astemplated by Section 404(c) of the Act; or
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(5) A participant in a Plan, such as a Section d0RB{an, who is permitted under the terms of sueim Bo direct,
and who elects to direct, the investment of assfettss or her account in such Plan.

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

(g) The term “officer" means a president, anyevicesident in charge of a principal business ufiision or
function (such as sales, administration or finanoe)any other officer who performs a policymakiivgction for
the entity.

Section IV. Effective Date
If granted, this proposed exemption will be effeetas of May 31, 2009 with respect to the Coversmh3actions,
the General Conditions and the Definitions thatd®scribed in Sections |, Il and 111

Summary of Facts and Representations

1. If granted, the proposed individual exemptiosalibbed herein would replace Prohibited Transadigemption
(PTE) 2009-12 (74 FR 13231, March 26, 2009), anmgpt®n previously granted to CGMI. PTE 2009-12 tetato
the operation of the TRAK Personalized Investmedwigory Service (the TRAK Program) and the Trust fo
Consulting Group Capital Markets Funds (the TruBTE 2009-12 provides exemptive relief from secdoB(a) of
the Act and section 4975(c)(1)(A) through (D) oétBode, for the purchase or redemption of sharegabpus
types of Plans, such as ERISA Title | Plans, IRRsogh Plans, and Section 403(b) Plans, whose amseisvested
in the Trust that was previously established byg@up in connection with such Plans' participatiorthe TRAK
Program. PTE 2009-12 also provides exemptive réigeh section 406(b) of the Act and section 4978(¢E) and
(F) of the Code, with respect to the provision,&itigroup's Consulting Group, of (i) investment eawy services
or (i) an Automatic Reallocation Option to an ipgedent fiduciary of a participating Plan (i.ee thdependent
Plan Fiduciary), which may result in such fiduciargelection of a Portfoltd in the TRAK Program for the
investment of Plan assets.

2. The Department originally granted to Shearsomnan Brothers, Inc. PTE 92-77, which relates tess kevolved
form of the TRAK Programt PTE 92-77 was superseded by PTE 94-50, which atlo8mith, Barney Inc. (Smith
Barney), the predecessor to Salomon Smith Barney8alomon Smith Barney), to add a daily-traddtective
investment fund (the GIC Fund) to the existing firattfolios, describe the various entities opetatire GIC Fund,
and replace references to Shearson Lehman witth®ainey:? PTE 99-15, which superseded PTE 94-50, allowed
Salomon Smith Barney to create a broader distobutf TRAK-related products, implement a recordgirg
reimbursement offset procedure under the TRAK Rnogradopt the Automated Reallocation Option under t
TRAK Program that would reduce the asset allocatg@npaid to Salomon Smith Barney by a Plan investod
expand the scope of the exemption to include Sed@38(b) Plans®

3. Thereafter, PTE 99-15 was replaced by PTE 2@)@vhich primarily modified the definition of anaffiliate” of
Salomon Smith Barney so that it only covered pessmrentities that had a significant role in theisiens made by,
or which were managed or influenced by, Salomonti$farney, or included any corporation or partnigrsif
which Salomon Smith Barney or an affiliate was g#&€cent or more partner or owrlér.

4. Finally, on March 26, 2009, the Department ggdnPTE 2009-12. As the result of a merger transadthe
Merger Transaction) between Citigroup and Legg Masoc. (Legg Mason), on December 1, 2005, aniatfilof
Citigroup acquired an approximately 14% equity omshé@ interest in Legg Mason common and prefertedks
This meant that two investment adviser subsidiaok&egg Mason (Brandywine Asset Management LLC and
Western Asset Management Company), which were dulsers (the Sub-Advisers) to three Trust Portiolimder
the TRAK Program, were no longer considered imahelent” of Citigroup and its affiliates in violati of Section
lI(h) of the General ConditionS.Also, the Sub-Advisers were considered ““affidtef Citigroup under Section

10 For the avoidance of doubt, unless the context estggotherwise, the term ““Portfolio” includes 8table Value Investments Fund, a
collective trust fund established and maintainedringt State Trust Company (First State), formarlyholly-owned subsidiary of Citigroup.
157 FR 45833 (October 5, 1992)

1259 FR 32024 (June 21, 1994).

1364 FR 1648 (April 5, 1999).

1465 FR 54315 (September 7, 2000).

5 In PTE 2000-45, Section ll(h) of the General Cdinds provided that “Any sub-adviser (the Sub-Agyv) that acts for the Trust to exercise
investment discretion over a Portfolio will be ipgadent of Salomon Smith Barney and its affilidtes.
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[11(b)(3) of the General Definitions of PTE 2000-#asmuch as Citigroup became a 10% or more indawoer of
each Sub-Adviser following the Merger Transaction.

5. Although Citigroup reduced its ownership int¢ries Legg Mason to under the 10% ownership thresktooi
March 10, 2006, the Department decided that PTE228was no longer effective for the transactioascdibed
therein, because Section llI(h) of the General Gandi and Section lli(b) of the Definitions weretnmet.
Therefore, the Department granted PTE 2009-12waexemption, which replaced PTE 2000-45. Unlesswilse
noted, PTE 2009-12 incorporates by reference ttis,feepresentations, operative language and tefisiof PTE
2000-45. In addition, PTE 2009-12 updates the dgperéanguage of PTE 2000-45. Further, PTE 200p/¥ides
a temporary and limited exception to the definitafrthe term “affiliate,” so that during the thmmonth period of
time within which Citigroup held a 10% or greatenromic ownership interest in Legg Mason, the Sdlbigers
would continue to be considered “independentC@MI and its affiliates for purposes of Sectiorh)i@nd not
“affiliated” with CGMI and its affiliates for pposes of Section lli(b) of the exemption. FinalRTE 2009-12
provides exemptive relief for a new method to cotefdae offsets that are required under the exemtio
mitigate past anomalies. PTE 2009-12 is effectreenfDecember 1, 2005 until March 10, 2006, witlpeses to the
limited exception. It is also effective as of Dedsn 1, 2005 with respect to the transactions cavédre the
exemption, the General Conditions, and the Defingi Further, PTE 2009-12 is effective as of Jantar2008,
with respect to the new fee offset procedure.

Replacement of PTE 2009-12

6. CGMI and its predecessors and current and futffigates and Morgan Stanley Smith Barney LLC dtwd
current and future affiliates (collectively, the gligants) have requested a new exemption that wapthce PTE
2009-12 to reflect the terms of a joint venturensaction (the Joint Venture Transaction) betwedigi©up and
Morgan Stanley, Inc. (Morgan Stanley) that occuwadVay 31, 2009. As a result of the Joint Venflirensaction,
which is described in detail below, the Applicastate that the exemptive relief provided under RUHE9-12 is no
longer effective due to a change in the parties thedownership structure of the TRAK Program. Tfaee the
Applicants request a new exemption that would @pRTE 2009-12. If granted, the new exemption wbealdnade
retroactive to May 31, 2009 and it would provide #ame relief with respect to the transactions reavender PTE
2009-12. In addition, the General Conditions andiritens of the new exemption would be similarttmse as set
forth in PTE 2009-12.

The Joint Venture Transaction

7. The Applicants represent that on January 1392Cfigroup and Morgan Stanley entered into aintJdenture
Contribution and Formation Agreement” (the Joientire Agreement), which established the termsrava joint
venture (the Joint Venture) between Citigroup andrddn Stanley. Citigroup and Morgan Stanley areba@jlo
financial services providers, each headquarteréteiw York, New York. As of the end of 2008, Citigimreported
total client assets under management as approXingies trillion. Citigroup's current employee wdokce consists
of approximately 300,000 individuals in approxintat&6,000 offices in 140 countries around the woAd of the
end of 2008, Morgan Stanley reported total cliesgess under management as approximately $546 rbillis
current employee workforce of approximately 60,6@dves a diversified group of corporations, governts,
financial institutions, and individuals, and opesafrom over 1,200 offices in over 36 countriesuatbthe world.

8. Under the Joint Venture Agreement, each of @itip and Morgan Stanley (including their respective
subsidiaries) agreed to contribute specified bssies into the Joint Venture, together with all mets, employees,
property licenses and other assets (as well aitied) used primarily in the contributed businessGenerally,

in the case of Citigroup, the contributed businesseluded Citigroup's retail brokerage and futubesiness
operated under the name ““Smith Barney" in thaddrfstates and Australia and operated under the nauilter"
in the United Kingdom, Ireland and Channel Islar@esttain investment advisory and other businest€stigroup
were also contributed, including Citigroup's Cotisgl Group and the sponsorship of the TRAK Programthe
case of Morgan Stanley, the contributed businessawisted generally of Morgan Stanley's global theal
management (retail brokerage) and private wealtmag@ment businesses. According to the Applicants, n
valuations for the contributed businesses wereeagtgon between the parties. It was agreed, howévatr the
value of the Smith Barney business plus $2.75dmilivould equal an ownership percentage of 49% efJihint
Venture entity, Morgan Stanley Smith Barney Holding C (Holdings), a Delaware limited liability cormpy
(together with its subsidiaries, MSSB). The clositage of the Joint Venture Transaction occurred/lag 31, 2009
(the Closing). Prior to the Closing, Morgan Startheyl formed Holdings, the sole member of Morgami8iaSmith
Barney LLC, which conducts most of the Joint Veatsidomestic operations as a dual-registered bidaer
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and investment adviser. Holdings presently gensrateut $14 billion in net revenues. It has 18,5688ncial

advisers, 1,000 locations worldwide and servicemiab.8 million households. Immediately followintget Closing,
Morgan Stanley owned indirectly through subsidsrt % of Holdings, and Citigroup owned 49% of Hof,

through CGMI. Morgan Stanley has call rights toghase from Citigroup (a) an additional 14% of Holi after
the third anniversary of Closing, (b) an additioh&?6 of Holdings after the fourth anniversary aogtbe balance
of Citigroup's interest in Holdings after the fitmniversary?®

9. The Joint Venture Agreement was amended andhtegston May 29, 2009 (the Amended Contribution
Agreement). Under the Amended Contribution Agreeimeéitigroup transferred its managed futures bussnend
its proprietary investments to MSSB on July 31,2068 exchange for a cash payment of $299.778aniltaid by
Morgan Stanley, and Morgan Stanley purchased additiinterests in MSSB worth approximately $2.7idnil on
August 1, 2009, in order to maintain its total petage of ownership interests in MSSB at 51%. TimeAded
Contribution Agreement also provided for an “idmoing broker" structure for a period of time aftee Closing.
Under the “introducing broker" structure, clieafisMorgan Stanley's legacy businesses continubatee their
brokerage transactions cleared through, and theownts custodied and carried by, Morgan Statl&imilarly,
customers of the Citigroup legacy businesses coatio have their brokerage transactions clearealitjtr, and
have their accounts custodied and carried by, C&Mver time, it is expected that the contributedimesses and
operations of Morgan Stanley and Citigroup will ineegrated into one operation and that ultimat&gSB will
become a fully self-clearing and self-custody sanfirm and will carry its own customer accounts.

Current Status of Operations

10. Since the Closing, MSSB's advisory services l@mg provided through two distribution channeBne
distribution channel generally sponsors the adyiguograms, including the TRAK Program, previousponsored

by Smith Barney and/or CGMI (the SB Channel). Tfane since the Closing, the TRAK Program has camd to

be made available to customers of the SB Chanial.other distribution channel generally sponsoesattivisory
programs previously sponsored by Morgan Stanleyh& Wealth Management Group (the MS Channel). As
stated previously, the parties' ultimate goal istfie businesses, operations and systems of th€ha&nel and the
SB Channel to be integrated. However, decisiorts agich programs will be offered to whom or whigfograms
will survive over the long-term have not been made.

11. Also, since the Closing, CGMI has continuedffer the TRAK Program to its retained clients. éfsAugust
31, 2009, the TRAK Program had assets in excesk6df3 billion, over $3.74 billion of which is heid Plan
accounts. At present, the investments under the KTIRfogram encompass the Trust, which consists efesl
Portfolios, as well as the Stable Value Investmé&iiisd, a collective trust fund established and taaed by First
State. The Trust and the Stable Value InvestmenidFare advised by one or more unaffiliated Sub-Aes
selected by MSSB and First State, respectivehaddition to the TRAK Program, CGMI offers other @stment
advisory programs to its retained clients underadwisory services agreement between Citigroup aoldirhs
dated as of the Closing. Under the agreement, Hgddprovides a wide range of investment advisoryises to
Citigroup advisory programs pursuant to a delegalip Citigroup to Holdings of certain of Citigrogmbligations
to provide such services. Citigroup retained ctemere provided notice of this arrangement.

Descriptions of Revisions to the Operative LanguafgeTE 2009-12

12. The proposed exemption generally modifies frerative language of PTE 2009-12 to take into astthe new
ownership structure of the TRAK Program formed agsult of the Joint Venture Transaction. Sectimf PTE
2009-12 has been modified to conform the effedtiae of the proposal with the closing of the Jdiehture
Transaction, May 31, 2009. In addition, the opgeatanguage in Section I(A) and I(B) has been exlito provide
that, as a result of the Joint Venture, MSSB rathan Citigroup is now the sponsor of the Trustémnection with

16 The Applicants believe that Citgroup's ownershigtiest in MSSB will reach a point where it will tamger have an interest in MSSB or the
Trust that could affect its best judgment as adidty. The Applicants explain that at such pointime, it will no longer be necessary for
Citigroup to rely on this exemption for the TRAKdgram. The Department expresses no opinion on \theitl no longer be necessary for
Citigroup to rely on this exemption, given thatsthiill be a facts and circumstances determination.

S Morgan Stanley continues to provide an array ofises for these accounts which include clearing seitling securities transactions,
providing trade confirmations and customer statémand performing certain cashiering functionstauss services and other related services.
8 CGMI clears and settles securities transactionsyiges trade confirmations and customer statemants performs certain cashiering
functions, custody services and other related sesvior these accounts.
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Plans' investment in the TRAK Program, and thaestment advisory services may be provided by MS$B i
addition to CGMI, respectively.

13. Section Il of PTE 2009-12, General Conditidmes been modified throughout by replacing the ter@sml,"
“"Consulting Group," or Citigroup,” with therte ““Adviser," which has been added as a new eéfterm in
Section Il to mean "CGMI or MSSB as investmentiger to Plans." The changes were made to thess ie

order to reflect the addition of MSSB as a sponsbthe TRAK Program resulting from the Joint Vemtur
Transaction. In addition, in Section lI(h), thenter Affiliated Entities,"” which has been addedaasew defined term
in Section 1ll to mean “"Morgan Stanley, CGMI, MSSBd their respective affiliates," has been adddeke into
account the addition of MSSB as a sponsor of thAR Rrogram.

14. Section 11(j) of PTE 2009-12 has been modiftedreflect the fact that CGMI has been removed fritwe
reallocation formula because it no longer managessapervises the Trust and the Portfolios. Padhé Closing,
Citigroup Investment Advisory Services LLC (CIAS) affiliate of CGMI, managed and supervised thesTand
Portfolios. In connection with the Joint Ventureamsactions, CIAS was contributed to MSSB and aaffiliate of

MSSB, it manages and supervises the Trust and dhokos. Thus, the modifications to the languagesection
[1(j) seek to clarify the parties to the coverednsactions, but do not change the formula for #ieutation of the
quarterly investment advisory fee that is paid bg Plan to the Adviser. Furthermore, Section Ihg@s been
amended to correct the names of the Portfolios dhatexcluded from the calculation of the quartémlyestment
advisory fee, namely by substituting the term ““MprMarkets Investment Portfolio" for ~"Governmévibney

Investments Portfolio," and the term ““Stable édivestments Portfolio" for "GIC Fund."

15. Section Il of PTE 2009-12, which sets fortle fDefinitions, has been modified by: (i) Adding e Ili(a),
Adviser, to mean "CGMI or MSSB as investment aglvi® Plans” to reflect the new sponsorship of TRAK
Program by MSSB, in addition to the previous spostsp by CGMI; (ii) adding Section 1li(b), Affiliatd Entities,
to mean “"Morgan Stanley, CGMI, MSSB and their eetpe affiliates" to reflect the addition of MSSB a
sponsor of the TRAK Program resulting from the 9&enture Transaction; (iii) substituting the tetmAffiliated
Entities" for "CGMI" throughout Section Ili(ch) brder to broaden the scope of the term " affiliab capture the
current affiliates of the Applicants; (iv) amenditig sectional references in Sections 111(d)(2) é)do conform to
the corresponding modifications to Section Ill; @nending the definition of “Independent Plan Eidry" in
Section lli(e) so that the Independent Plan Fidycia independent of MSSB in addition to CGMI areeit
respective affiliates, thereby preserving the psepof the provisions in PTE 2009-12 that provids timly a party
independent of the Applicants is exercising disoretvith respect to, among other things, Plansisitats to invest
in the TRAK Program; and (vi) adding a new defmitiof "MSSB" in Section lli(f) to mean ~Morgata8ley
Smith Barney Holdings LLC, together with its afiiles."

16. Section IV of PTE 2009-12, pertaining to exenwptrelief for the temporary and limited exceptitnm the
definition of the term “affiliate," has been skén since it is no longer applicable. PreviouSlg¢tion IV provided
that, during the three month period of time withihich Citigroup held a 10% or greater economic awhigp
interest in Legg Mason, the Sub-Advisers would it to be considered “independent” of CGMI asaffiliates
for purposes of Section Il(h) and not affiliatedith CGMI and its affiliates for purposes of Seatlll(b) of the
exemption. Because the time period has expiredid®el/ is no longer relevant to the exemption.

Finally, the Effective Date in new Section |V is dilied to provide that the exemption, if grantedll e effective
as of May 31, 2009, which is the closing date efdbint Venture Transaction.

Summary

17. In summary, the Applicant represents that thasactions described herein have satisfied or sailisfy the
statutory criteria for an exemption set forth iotg@n 408(a) of the Act because:

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

(b) The total fees paid to the Adviser and itsliatiés has constituted or will constitute no mdrart reasonable
compensation;

(c) No Plan has paid or will pay a fee or commisdiy reason of the acquisition or redemption ofretan the
Trust;

(d) The terms of each purchase or redemption o$tTshares have remained or will remain at leashasrable to
an investing Plan as those obtainable in an aenigth transaction with an unrelated party;
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(e) The Adviser has provided or will provide writtelocumentation to an Independent Plan Fiduciarytsof
recommendations or evaluations based upon objectiteria, and such recommendation or evaluatios leen
implemented or will be implemented only at the egsrdirection of such Independent Plan Fiduciary.

() The Adviser has given or will give investmerlvice in writing to an Independent Plan Fiduciaiyhwespect to
all available Portfolios (with respect to partiaipairected plans, such advice is limited to thetfethos made
available under the Plan);

(g) Any Sub-Adviser that acts for the Trust to investment discretion over a Portfolio hasnbiedependent
or will be independent of Morgan Stanley, CGMI, M5&nd their respective affiliates;

(h) Immediately following the acquisition by a Holio of Adviser Common Stock, the percentage odtth
Portfolio's net assets invested in such secugieerally has not exceeded or will not exceed one

percent;

(i) The quarterly investment advisory fee that &dpby a Plan to the Adviser for investment adwsservices
rendered to such Plan has been offset or will leebby any amount in excess of 20 basis pointsMI&EB retains
from any Portfolio (with the exception of the Monk\arket Investments Portfolio and the Stable Vahwestments
Portfolio for which neither MSSB nor the Trust wilktain any investment management fee) which costai
investments attributable to the Plan investor;

(j) With respect to its participation in the TRAKdgram, prior to purchasing Trust shares, each Réanreceived
or will receive written or oral disclosures andesthg materials from the Adviser which generallgaiibse all
material facts concerning the purpose, structyseration, and investment in the TRAK Program, aasktdbe

the Adviser's recommendations or evaluations, @hioly the reasons and objective criteria forming iblasis for
such recommendations or evaluations;

(k) Subsequent to its participation in the TRAK gham, each Plan has received or will receive péarieditten
disclosures from the Adviser with respect to tmaficial condition of the TRAK Program, the totad$ethat it and
its affiliates will receive from such Plans and thelue of the Plan's interest in the TRAK Progrand on a
quarterly and annual basis, written disclosuresltoPlans of (a) the percentage of each Portfoliwtskerage
commissions that are paid to the Affiliated Ensitend (b) the average brokerage commission pee gfad by
each Portfolio to the Affiliated Entities, as compé to the average brokerage commission per stacehy the
Trust to brokers other than the Affiliated Entitiesth expressed as cents per share;

and

(I) The Adviser has complied with, and will contsnto comply with, the recordkeeping requirementsvioled in
Section II(m) of the proposed exemption, for sagl@s such records are required to be maintained.

Notice to Interested Persons

Notice of the proposed exemption will be mailedfipst class mail to the Independent Plan Fiduciargach Plan
currently participating in the TRAK Program, or,time case of a Plan covered by Section 404(c)efitt, to the
recordholder of the Trust shares. Such noticebgilgiven within 45 days of the publication of traice of
pendency in the Federal Register. The notice wititain a copy of the notice of proposed exemptsnpublished
in the Federal Register, and a supplemental statienas required pursuant to 29 CFR 2570.43(b)(2e T
supplemental statement will inform interested pessof their right to comment on and/or to requeséaring with
respect to the pending exemption. Written commantshearing requests are due within 75 days optication
of the proposed exemption in the Federal Register.

FOR FURTHER INFORMATION CONTACT: Warren Blinder tfe Department, telephone (202) 693-8553. (This
is not a toll-free number.)

General Information

The attention of interested persons is directetiedollowing:

(1) The fact that a transaction is the subject mfexemption under section 408(a) of the Act andfction
4975(c)(2) of the Code does not relieve a fiduc@rgther party in interest or disqualified peréam certain other
provisions of the Act and/or the Code, including anohibited transaction provisions to which themption does

not apply and the general fiduciary responsibifitpvisions of section 404 of the Act, which, amanber things,
require a fiduciary to discharge his duties respgcthe plan solely in the interest of the parcis and
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beneficiaries of the plan and in a prudent fashioaccordance with section 404(a)(1)(b) of the Awir does it
affect the requirement of section 401(a) of the €ditht the plan must operate for the exclusive fiteakthe
employees of the employer maintaining the plantaed beneficiaries;

(2) Before an exemption may be granted under sedi8(a) of the Act and/or section 4975(c)(2) & @ode, the
Department must find that the exemption is admiaistely feasible, in the interests of the plan asfdits
participants and beneficiaries, and protectivénefrights of participants and beneficiaries oflemn;

(3) The proposed exemptions, if granted, will bppdemental to, and not in derogation of, any oftrewisions of
the Act and/or the Code, including statutory or adstrative exemptions and transitional rules. Rarimore, the
fact that a transaction is subject to an admirtistar statutory exemption is not dispositive dfether the
transaction is in fact a prohibited transactiord an

(4) The proposed exemptions, if granted, will bdjsct to the express condition that the materiatsfaand
representations contained in each applicationrae and complete, and that each application aalyrdescribes
all material terms of the transaction which is shbject of the exemption.

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

Ivan Strasfeld,

Director of Exemption Determinations, Employee Béaeecurity
Administration, U.S. Department of Labor.

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

BILLING CODE 4510-29-P

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

[Page 78758-78768]

From the Federal Register Online via GPO Accesss[aecess.gpo.gov]
[DOCID:fr16de10-84]

DEPARTMENT OF LABOR

Employee Benefits Security Administration

Prohibited Transaction Exemptions From Certain Pitdd
Transaction Restrictions

AGENCY: Employee Benefits Security Administratidmbor.

ACTION: Grant of Individual Exemptions.

SUMMARY: This document contains exemptions issugdhe Department of Labor (the Department) fromaie
of the prohibited transaction restrictions of t@ployee Retirement Income Security Act of 1974 IE&Ror the
Act) and/or the Internal Revenue Code of 1986 @loee). This notice includes the following: Citbgp Global
Markets, Inc. and Its Affiliates (together, CGMIthe Applicant)

SUPPLEMENTARY INFORMATION: A notice was published the Federal Register of the pendency before the

Department of a proposal to grant such exemptidre fotice set forth a summary of facts and reptatiens
contained in the application for exemption and nref@ interested persons to the application for enplete
statement of the facts and representations. Thiicappn has been available for public inspectibtha Department
in Washington, DC. The notice also invited integdspersons to submit comments on the requestedptiogmio
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the Department. In addition, the notice stated #mgtinterested person might submit a written regtheat a public
hearing be held (where appropriate). The applibastrepresented that it has complied with the requénts of the
notification to interested persons. No requestsafdrearing were received by the Department. Pudioments
were received by the Department as described igrdmgted exemption.

The notice of proposed exemption was issued thadexemption is being granted solely by the Dtepeint
because, effective December 31, 1978, section {B2arganization Plan No. 4 of 1978, 5 U.S.C. App.
(1996), transferred the authority of the Secretfrthe Treasury to issue exemptions of the typegased to the
Secretary of Labor.

Citigroup Global Markets, Inc. and Its Affiliatesogether, CGMI or the Applicant), Located in NewrkKoNew
York

[Prohibited Transaction Exemption 2010-33; Exemp#plication No. D-11573]
Exemption
Section |. Covered Transactions

A. The restrictions of section 406(a) of thet And the sanctions resulting from the applicatibsection 4975 of
the Code, by reason of section 4975(c)(1)(A) thio(lg) of the Code, shall not apply, effective Mal, 2009, to
the purchase or redemption of shares by an emplogeefit plan, an individual retirement account i@A), a
retirement plan for self-employed individuals (adgé Plan), or an individual account pension plat th subject to
the provisions of Title | of the Act and establidhender section 403(b) of the Code (the Section(l?)0Blan)
(collectively, the Plans) in the Trust for ConsulfiGroup Capital Markets Funds (the Trust), spatdy MSSB
in connection with such Plans' participation in fHRRAK Personalized Investment Advisory Service (TfRAK
Program).

B. The restrictions of section 406(b) of thet And the sanctions resulting from the applicatibsection 4975 of
the Code, by reason of section 4975(c)(1)(E) andofRhe Code, shall not apply, effective May 3009, with
respect to the provision of (i) investment advisseyvices by the Adviser or (ii) an automatic reedition
option as described below (the Automatic Reall@aca®ption) to an independent fiduciary of a paptéting Plan
(the Independent Plan Fiduciary), which may resustuch fiduciary's selection of a portfolio (therffolio)*® in the
TRAK Program for the investment of Plan assets.

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

(a) The participation of Plans in the TRAK Praxg is approved by an Independent Plan Fiduciaoy prposes
of this requirement, an employee, officer or dioeodf the Adviser and/or its affiliates covered ay IRA not
subject to Title | of the Act will be considered Badependent Plan Fiduciary with respect to such. IR

(b) The total fees paid to the Adviser andafffliates will constitute no more than reasonatdenpensation.

(c) No Plan pays a fee or commission by readahe acquisition or redemption of shares in thast.

(d) The terms of each purchase or redemptiofra$t shares remain at least as favorable toasting Plan as
those obtainable in an arm's length transactioh ait unrelated party.

(e) The Adviser provides written documentationan Independent Plan Fiduciary of its recommeadator
evaluations based upon objective criteria.

() Any recommendation or evaluation made by #fdviser to an Independent Plan Fiduciary is imqaated
only at the express direction of such Independéant Piduciary, provided, however, that --

(1) If such Independent Plan Fiduciary elentsviiting (the Election), on a form designated bg Adviser from
time to time for such purpose, to participate ia fkutomatic Reallocation Option under the TRAK Reog, the
affected Plan or participant account is automdsiaaiallocated whenever the Adviser modifies theipalar

19 For the avoidance of doubt, unless the contexyestg otherwise, the term ““Portfolio” includes $table Value
Investments Fund, a collective trust fund establisand maintained by First State Trust Companynéoly a wholly-owned
subsidiary of Citigroup.
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asset allocation recommendation which the IndepgnBéan Fiduciary has chosen. Such Election coatinin
effect until revoked or terminated by the Indepearidélan Fiduciary in writing.

(2) Except as set forth below in paragraph)@{f at the time of a change in the Adviser's tasdlecation
recommendation, each account based upon the dksedtian model (the Allocation Model) affected Isych
change is adjusted on the business day of theseeleithe new Allocation Model by the Adviser, epcéo the
extent that market conditions, and order purchaserademption procedures, may delay such proce#isinggh a
series of purchase and redemption transactiortsifteassets among the affected Portfolios.

(3) If the change in the Adviser's asset aliocarecommendation exceeds an increase or decoéamere than
10 percent in the absolute percentage allocatexhyoone investment medium (e.g., a suggested iserigaa 15
percent allocation to greater than 25 percent,deaiease of such 15 percent allocation to lessShzercent), the
Adviser sends out a written notice (the Notice)atb Independent Plan Fiduciaries whose current staent
allocation may be affected, describing the proposadiocation and the date on which such allocaisoto be
instituted (the Effective Date). If the IndependBitdn Fiduciary notifies the Adviser, in writing, @any time within
the period of 30 calendar days prior to the progds#ective Date that such fiduciary does not wistiollow such
revised asset allocation recommendation, the AflonaModel remains at the current level, or at satter level as
the Independent Plan Fiduciary then expressly dasggl, in writing. If the Independent Plan Fidugidoes not
affirmative “opt out' of the new Adviser recommetiola, in writing, prior to the proposed Effectiveafe, such new
recommendation is automatically effected by a ddtha-dollar liquidation and purchase of the regdiramounts in
the respective account.

(4) An Independent Plan Fiduciary will receigetrade confirmation of each reallocation trangectiin this
regard, for all Plan investors other than Sectifa(d) Plan accounts (i.e., 401(k) Plan account§MCor MSSB,
as applicable, mails trade confirmations on the besiness day after the reallocation trades agewggd. In
the case of Section 404(c) Plan participants matiion depends upon the notification provisionsadrto by the
Plan recordkeeper.

(g) The Adviser generally gives investment advin writing to an Independent Plan Fiduciary wigkpect to all
available Portfolios. However, in the case of anPpsoviding for participant-directed investmenthe(tSection
404(c) Plan), the Adviser provides investment aglti@at is limited to the Portfolios made availaleler the Plan.

(h) Any sub-adviser (the Sub-Adviser) that dotsthe Trust to exercise investment discretiorraa Portfolio is
independent of Morgan Stanley, Inc. (Morgan Stanl&@GMI, MSSB and their respective affiliates (ealively,
the Affiliated Entities).

(i) Immediately following the acquisition byRortfolio of any securities that are issued by Affiliated Entity,
such as Citigroup or Morgan Stanley common stdek &dviser Common Stock), the percentage of thafdlio's
net assets invested in such securities will noeed@ne percent. However, this percentage limitatiay be
exceeded if--

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

(2) The Index represents the investment perdoica of a specific segment of the public market €quity
securities in the United States and/or foreign toes The organization creating the Index is:

(i) Engaged in the business of providing finahmformation;

(ii) A publisher of financial news informatioar

(iif) A public stock exchange or associationsafcurities dealers. The Index is created and taiagd by an
organization independent f the Affiliated Entitimsd is a generally-accepted standardized Inderafrgies which
is not specifically tailored for use by the Affiled Entities.

(3) The acquisition or disposition of Adviseor@mon Stock does not include any agreement, arra@igieor
understanding regarding the design or operatioth@fPortfolio acquiring such Adviser Common Stoekijch is
intended to benefit the Affiliated Entities or gogrty in which any of the Affiliated Entities magVve an interest.

(4) The Independent Plan Fiduciary authoribesitvestment of a Plan's assets in an Index Fumichvpurchases
and/or holds the Adviser Common Stock and the Sdibiskr is responsible for voting any shares of Adwi
Common Stock that are held by an Index Fund onnaatger in which shareholders of Adviser Common Ktae
required or permitted to vote.

() The quarterly investment advisory fee tlsapaid by a Plan to the Adviser for investmentigoly services
rendered to such Plan is offset by any amount oesgx of 20 basis points that MSSB retains from Raostfolio
(with the exception of the Money Market InvestmeR@rtfolio and the Stable Value Investments Pdrdfdbr
which neither MSSB nor the Trust will retain anywéstment management fee) which contains investments
attributable to the Plan investor.

(k) With respect to its participation in the AR Program prior to purchasing Trust shares,
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(1) Each Plan receives the following writterooal disclosures from the Adviser:

(A) A copy of the Prospectus for the Trust dising the investment objectives of the Portfoliosnpaising the
Trust, the policies employed to achieve these dibjex; the corporate affiliation existing among thdviser and its
affiliates, and the compensation paid to suchiesfi

(B) Upon written or oral request to the Adviser Statement of Additional Information supplemegtithe
Prospectus which describes the types of secutiekother instruments in which the Portfolios mayest, the
investment policies and strategies that the Paoomay utilize and certain risks attendant to ¢howestments,
policies and strategies.

(C) A copy of the investment advisory agreembetween the Adviser and such Plan which relates
participation in the TRAK Program and describesAlgomatic Reallocation Option.

(D) Upon written request of the Adviser, a cagfythe respective investment advisory agreemeivtden MSSB
and

(E) the Sub-Advisers.

(F) In the case of a Section 404(c) Plan, dguieed by the arrangement negotiated between thesédand the
Plan, an explanation by an Adviser representative Financial Advisor) to eligible participantssach Plan, of the
services offered under the TRAK Program and theaijm and objectives of the Portfolios.

(G) A copy of the proposed exemption and tmalfiexemption pertaining to the exemptive reliefaied
herein.

(2) If accepted as an investor in the TRAK Pang, an Independent Plan Fiduciary of an IRA or ¢te®lan is
required to acknowledge, in writing, prior to puasing Trust shares that such fiduciary has recetopies of the
documents described above in subparagraph (k)(hiosection.

(3) With respect to a Section 404(c) Plan, temtacknowledgement of the receipt of such docusnisrprovided
by the Independent Plan Fiduciary (i.e., the Pldmiaistrator, trustee or named fiduciary, as treoréholder of
Trust shares). Such Independent Plan Fiduciarggsired to represent in writing to the Adviser thath fiduciary
is (a) independent of the Affiliated Entities at knowledgeable with respect to the Plan in adshiaiive matters
and funding matters related thereto, and able tkenaen informed decision concerning participationthea TRAK
Program.

(4) With respect to a Plan that is covered uridde | of the Act, where investment decisiong amade by a
trustee, investment manager or a named fiduciaigh $ndependent Plan Fiduciary is required to ackedge, in
writing, receipt of such documents and representhto Adviser that such fiduciary is (a) independehtthe
Affiliated Entities, (b) capable of making an inéeylent decision regarding the investment of Plaptasand (c)
knowledgeable with respect to the Plan in admiaiste matters and funding matters related theratad, able to
make an informed decision
concerning participation in the TRAK Program.

() Subsequent to its participation in the TRAKofram, each Plan receives the following written ooal
disclosures with respect to its ongoing participain the TRAK Program:

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

(2) A written quarterly monitoring statemenntaining an analysis and an evaluation of a Plaastor's account
to ascertain whether the Plan's investment objestivave been met and recommending, if requiredhgesain
Portfolio allocations.

20 The fact that certain transactions and fee armaegés are the subject of an administrative exemptioes not relieve the
Independent Plan Fiduciary from the general fidyci@sponsibility provisions of section 404 of tAet. In this regard, the

Department expects the Independent Plan Fiduotacphsider carefully the totality of the fees axgenses to be paid by the
Plan, including any fees paid directly to MSSB, CIGvto other third parties.
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(3) If required by the arrangement negotiatetiieen the Adviser and a Section 404(c) Plan, aepyg detailed
investment performance monitoring report, in wgtiprovided to an Independent Plan Fiduciary ofhsBtan
showing Plan level asset allocations, Plan cask &lpalysis and annualized risk adjusted ratestaofmdor Plan
investments. In addition, if required by such agement, Financial Advisors meet periodically witldépendent
Plan Fiduciaries of Section 404(c) Plans to disahssreport as well as with eligible participantsréview their
accounts' performance.

(4) If required by the arrangement negotiatetieen the Adviser and a Section 404(c) Plan, ateyn
participant performance monitoring report providec Plan participant which accompanies the paditi's benefit
statement and describes the investment performarficthe Portfolios, the investment performance oé th
participant's individual investment in the TRAK Bram, and gives market commentary and toll-free bensthat
enable the participant to obtain more informatidmowt the TRAK Program or to amend his or her investt
allocations.

(5) On a quarterly and annual basis, writtescldisures to all Plans of (a) the percentage ol éaartfolio's
brokerage commissions that are paid to the AféliaEntities and (b) the average brokerage comnmigsto share
paid by each Portfolio to the Affiliated Entitiess compared to the average brokerage commissicshpes paid by
the Trust to brokers other than the Affiliated Ea#i, both expressed as cents per share.

(m) The Adviser maintains or causes to be maied, for a period of (6) six years, the recordsassary to
enable the persons described in paragraph (m)(fh)i®iection to determine whether the applicablediions of
this exemption have been met. Such records arédyeagilable to assure accessibility by the pessiolentified in
paragraph (1) of this section.

(1) Notwithstanding any provisions of section 5Q0&# and (b) of the Act, the records referred tothie first
paragraph of this section are unconditionally aldé at their customary location for
examination during normal business hours by--

(i) Any duly authorized employee or represamtabf the Department or the Internal Revenue $ervi

(ii) Any fiduciary of a participating Plan ong duly authorized representative of such fidugiary

(iii) Any contributing employer to any partiéipng Plan or any duly authorized employee reprasiee of such
employer; and

(iv) Any participant or beneficiary of any paipating Plan, or any duly authorized represeméatdf such
participant or beneficiary.

(2) A prohibited transaction is not deemed &weéhoccurred if, due to circumstances beyond timeraoof the
Adviser, the records are lost or destroyed prictheoend of the six-year period, and no party terigst other than
the Adviser is subject to the civil penalty thatynt@e assessed under section 502(i) of the Act dhdotaxes
imposed by sections 4975(a) and (b) of the Codthef records are not maintained or are not availéte
examination as required by paragraph (1) of thitice.

(3) None of the persons described in subpapdgréii)-(iv) of section (m)(1) is authorized toaewine the trade
secrets of the Adviser or commercial or finanabrmation which is privileged or confidential.

(4) Should the Adviser refuse to disclose infation on the basis that such information is exeifnpin
disclosure, the Adviser shall, by the close of tthietieth (30th) day following the request, provideitten notice
advising that person of the reason for the refardlthat the Department may request such informatio

Section Ill. Definitions

For purposes of this exemption:

(a) The term ~"Adviser" means CGMI or MSSBragstment adviser to Plans.

(b) The term ™ Affiliated Entities" means MargStanley, CGMI, MSSB and their respective atfii&a

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

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

(1) Any person directly or indirectly througmeo or more intermediaries, controlling, controllegl or under
common control with the Affiliated Entity. (For quoses of this subparagraph, the term ““controlimaehe power
to exercise a controlling influence over the mamagget or policies of a person other than an indiaifju

(2) Any individual who is an officer (as defthén Section 1li(g) hereof), director or partnertime Affiliated
Entity or a person described in subparagraph (d)(1)

(3) Any corporation or partnership of which thiliated Entity, or an affiliate described inlsparagraph (d)(1),
is a 10 percent or more partner or owner; and
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(4) Any corporation or partnership of which angividual which is an officer or director of thdfiliated Entity
is a 10 percent or more partner or owner.

(e) An “Independent Plan Fiduciary" is a Plidniciary which is independent of the Affiliatechities and is
either:

(1) A Plan administrator, sponsor, trusteeamed fiduciary, as the recordholder of Trust shareker a Section
404(c) Plan;

(2) A participant in a Keogh Plan;

(3) An individual covered under (i) a self-dited IRA or (ii) a Section 403(b) Plan, which intsegn Trust
shares;

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

(5) A participant in a Plan, such as a Sec#iof(c) Plan, who is permitted under the terms chd®lan to direct,
and who elects to direct, the investment of assiatés or her account in such Plan.

() The term "MSSB" means Morgan Stanley &rBiairney Holdings LLC, together with its subsidgri

(g) The term “officer" means a president, &itg president in charge of a principal businesi, wlivision or
function (such as sales, administration or finapoe)any other officer who performs a policymakiivgction for
the entity.

Section |V. Effective date

This exemption is effective as of May 31, 2@0th respect to the Covered Transactions, the Géi@nditions
and the Definitions that are described in Sectlpfisand III.

Written Comments

The Department invited all interested persansubmit written comments and/or requests for diputearing
with respect to the notice of proposed exemptioroohefore August 25, 2010. During the commentqekrihe
Department received 13 telephone calls and 2 comiagters from participants or beneficiaries inr&avith
investments in the TRAK Program, which concerneel ¢tbmmenters' difficulty in understanding the retif
proposed exemption or the effect of the exemptiorthe commenters' benefits. The Department alsgived one
written comment from the Applicant, which concerng correction of a publication error appearingttie
operative language of Section Il of the proposesh#ption and the correction of a typographical eagpearing in
Representation 15 of the Summary of Facts and Reptations (the Summary). The Department receieed n
hearing requests during the comment period.

With respect to the operative language, thelidppt notes that the first two paragraphs of ®ecti, General
Conditions read:

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

(b) Approved by an Independent Plan Fiducidfgr purposes of this requirement, an employeegceffior
director of the Adviser and/or its affiliates coedrby an IRA not subject to Title | of the Act wile considered an
Independent Plan Fiduciary with respect to such.IRA

Accordingly, the Applicant requests that parentt@ti “(b)" be deleted and the sentence fragmesgisoduced
above be combined into a single paragraph followthrgy parenthetical “(a)", and that the ensuinggraphs in
Section Il be re-lettered for consistency. The Depant concurs with the Applicant's requested etiwa of this
publication error and it has revised Section Ith# final exemption.  With respect to the Summéng Applicant
notes that, at the end of Representation 15, wihésleribes revisions to the operative language & PJ09-12, the
proposed exemption states that ~a new definitfdd 8SB is added in Section IlI(f) to mean Morgaar8ey
Smith Barney Holdings LLC, together with its affiles." However, the Applicant points out that die¢inition of
MSSB in Section llI(f) of the proposed exemptiortlies the term ““subsidiaries," rather than iliafés."
Accordingly, the Applicant requests that, at thd ef Representation 15, the word "affiliates'replaced with the
word ““subsidiaries," in order to be consisterthv@ection llI(f) of the Definitions. The Departnietoncurs and
takes note of the foregoing revision to Represemtat5 of the Summary.

After giving full consideration to the entireaord, including the written comments, the Depaninfes decided
to grant the exemption, as described above. Theletenapplication file is made available for pubfispection in
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the Public Documents Room of the Employee Ben8ftsurity Administration, Room N-1513, U.S. Depantitnef
Labor, 200 Constitution Avenue, NW., Washington, 2@210.

For a more complete statement of the factsraptesentations supporting the Department's dectsigrant this
exemption refer to the proposed exemption publishede Federal Register on June 11, 2010 at 73334.

FOR FURTHER INFORMATION CONTACT: Warren Blinder tie Department, telephone (202) 693-8553. (This
is not a toll-free number.)

Signed at Washington, DC, this 13th day of Delner 2010.
Ivan Strasfeld,
Director of Exemption Determinations, Employee Béaeecurity
Administration, U.S. Department of Labor.
[FR Doc. 2010-31571 Filed 12-15-10; 8:45 am]
BILLING CODE 4510-29-P
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