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An Inherited IRA is intended specifically for the beneficiary of an IRA or a 
workplace saving plan, such as a 401(k), after the owner’s death.

An Inherited Remainder IRA refers to an Inherited IRA that has been 
passed from the original beneficiary to his/her beneficiary (the remainder 
beneficiary) and the funds from original Inherited IRA have been transferred to 
the Inherited Remainder IRA.

These IRAs can provide the beneficiary the opportunity to extend distributions 
and tax obligations over the course of his/her lifetime, while keeping the funds 
invested in an IRA where they maintain tax-deferred growth potential.

Important Considerations:
• �Depending on your relationship to the original owner of the assets, there 

are different options available to you. If the decedent was your spouse, you 
should consider whether it makes sense to roll over the inherited assets to 
your own IRA or to utilize an Inherited IRA.

• �Timing is important, so take note of key dates. If you fail to take action in the 
prescribed time period, some options may be closed to you.

• �You cannot make regular contributions to an Inherited IRA or rollover assets 
from another IRA or workplace saving plan. However, you may establish 
another IRA to receive such rollovers or contributions, subject to applicable 
IRS requirements.
Tax laws surrounding Inherited IRAs are complicated and beneficiaries 

should seek the advice of a tax professional.

Getting Started
Inheriting assets can present challenges and your Financial Advisor or Private 
Wealth Advisor can help you through the process of establishing an Inherited IRA. 
This enrollment kit contains everything you need to begin the process of taking 
control of your Morgan Stanley Inherited IRA. Please review this information 
and return the completed forms to your Financial Advisor or Private Wealth 
Advisor. You should retain the Traditional IRA or Roth IRA plan document, 
disclosure statement and other documents for your records, as applicable to the 
type of Inherited IRA you open.
This kit is used to open the following account types:
• �Traditional Inherited IRA
• �Traditional Inherited Remainder IRA
• �Roth Inherited IRA
• �Roth Inherited Remainder IRA

An Inherited IRA is an Individual Retirement Account that is designed to hold 
retirement assets left to a beneficiary after the owner’s death.

Included Documents

1 �Morgan Stanley Inherited IRA  
Adoption Agreement

9 �Morgan Stanley Traditional IRA Plan Document

22 �Morgan Stanley Traditional IRA Disclosure 
Statement (includes the Fee Schedule)

38 �Morgan Stanley Roth IRA Plan Document

50 �Morgan Stanley Roth IRA Disclosure  
Statement (includes the Fee Schedule)

66 �Nonbank Custodian IRS Letter for  
Morgan Stanley Smith Barney LLC IRAs

71 �IRS Letter for Morgan Stanley Traditional IRA

72 �IRS Letter for Morgan Stanley Roth IRA

74 Summary of the Bank Deposit Program

76 �Client Agreement



Type of Account (check one)

Traditional Inherited IRA [128]	 Roth Inherited IRA [198]

Traditional Inherited Remainder IRA [129]	 Roth Inherited Remainder IRA [199]

The Morgan Stanley  
inherited IRA Adoption Agreement
Please complete all applicable sections on this IRA Adoption Agreement to open an IRA account at Morgan Stanley Smith Barney LLC 
(“Morgan Stanley”) to adopt a Traditional Individual Retirement Plan (“Plan”) or Roth IRA, and establish an Inherited Traditional or Inherited 
Roth IRA. Please select one of the Account Types below. Additional directions are provided within each section of this Adoption Agreement. 
Please contact your Morgan Stanley Financial Advisor or Private Wealth Advisor should you require further assistance in filling out this agree-
ment. Please note that references to the Custodian refer to Morgan Stanley Smith Barney LLC.

Fees

Morgan Stanley reserves the right, in its sole discretion, to elect to discount or waive certain fees, including but not limited to 
Morgan Stanley’s IRA custodial fees, for certain customers.

Explanation:

This Inherited IRA Adoption Agreement is to allow you to establish an Inherited IRA.

Inherited IRAs are generally IRAs in which an amount is transferred to an IRA you establish as beneficiary of a decedent who is usually someone 
other than your spouse. (If the decedent was your spouse, you should only use this Inherited IRA if you are eligible and do not elect to treat the IRA 
as your own.) You may establish an Inherited IRA through two types of direct transfers:

1.	�A  direct transfer from the original IRA of the deceased owner (or from another IRA to which it has been transferred from the IRA of the deceased 
owner); and

2.	�A  direct transfer from an eligible retirement plan to a nonspouse beneficiary which has only become available for distributions after 2006, and 
under which a beneficiary of a plan participant in an eligible retirement plan who is not the plan participant’s spouse may directly transfer an  
“eligible rollover distribution” to an Inherited IRA.

	�Y ou will not be permitted to make regular deductible or nondeductible contributions from your compensation to your Inherited IRA. You 
also will not be able to make rollover contributions such as from, for example, a qualified plan you participated in. You may, however, establish 
another IRA to receive such rollovers or contributions, subject to applicable IRS requirements.

	�A n “Inherited Remainder” IRA refers to an Inherited IRA under which you are the remainder beneficiary of the person who was the original  
beneficiary of a decedent’s IRA, and the monies in that original beneficiary’s Inherited IRA have been transferred to the Inherited Remainder IRA.

	� The application of the IRA required minimum distribution (“RMD”) rules to Inherited IRAs is complicated and depends upon your own facts 
and circumstances. You are responsible for calculating and withdrawing the RMDs out of your Inherited IRA. RMDs from Inherited IRAs  
attributable to amounts transferred from an eligible retirement plan to a nonspouse beneficiary depend (in part) on the particular plan provisions 
from where the transferred amounts came from. Remainder beneficiaries also must take RMDs. Under current law, failure to take a RMD when 
due may subject you to an excise penalty tax of 50% of the amount that should have been taken. You should consult your tax and/or legal advisor 
with respect to your RMDs. 
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Please fill in the requested information below in its entirety and print clearly using CAPITAL letters. Attach an original certified Death 
Certificate. Your Financial Advisor or Private Wealth Advisor may ask you for additional required documentation.

Section 1: Decedent Information

DECEDENT’S NAME

DECEDENT’S SOCIAL SECURITY NUMBER	 DECEDENT’S Date of Birth (MM/DD/YYYY)	 DECEDENT’S DATE OF DEATH (MM/DD/YYYY)

DECEDENT’S ACCOUNT TYPE 	D ECEDENT’S MORGAN STANLEY IRA ACCOUNT NUMBER 
(IF APPLICABLE)

Or, if this is a Direct Transfer, fill in the name of the delivering financial institution

Section 2: Beneficiary Information

Part A. Complete the following if your relationship to the decedent was: 
(Check one)   Spouse	 Non-Spouse

Name

legal address

city, state, zip code and country

primary phone	 secondary phone

Email

Social Security number	 Date of Birth (MM/DD/YYYY)	 Morgan Stanley employee	 marital status

If the beneficiary is a minor under the age of 18

parent or legal guardian’s Name

legal address

city, state, zip code and country

primary phone	 secondary phone

Email

Social Security number	 Date of Birth (MM/DD/YYYY)	 Morgan Stanley employee	 marital status

\ \ \ \

 Traditional	  SEP	  SIMPLE	  SAR–SEP	  Roth	  Qualified Plan

 Home

 Business

 Agent

 Home

 Business

 Agent

\ \  Yes     No

 Married

 Single

 Widowed

 Divorced

 Domestic Partner

 Home

 Business

 Agent

 Home

 Business

 Agent

\ \  Yes     No

 Married

 Single

 Widowed

 Divorced

 Domestic Partner
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Part B. Complete the following if the relationship to the decedent is a Non-Living Entity. 
(Check one)  Trust      Estate      Educational, Religious, Charitable Organizations

ENTITY Name

LEGAL address

city, state, zip code and country

ENTITY TIN	 primary phone	 secondary phone

ENTITY REPRESENTATIVE NAME (AUTHORIZED SIGNER) 

Entity Representative Title/Role—(Check one):           Trustee           Executor           Administrator           Conservator           Personal Representative

LEGAL address

city, state, zip code and country

primary phone	 secondary phone

SOCIAL SECURITY NUMBER	 Date of Birth (MM/DD/YYYY)	 Morgan Stanley employee

ENTITY REPRESENTATIVE NAME (AUTHORIZED SIGNER) 

Entity Representative Title/Role—(Check one):           Trustee           Executor           Administrator           Conservator           Personal Representative

LEGAL address

city, state, zip code and country

primary phone	 secondary phone

SOCIAL SECURITY NUMBER	 Date of Birth (MM/DD/YYYY))	 Morgan Stanley employee

\ \  Yes     No

\ \  Yes     No
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Section 3: Designation of Remainder Beneficiary (Stretch-Out Option)—(ONLY AVAILABLE TO INHERITED IRA TYPES 128 OR 198)

I understand that upon my death my interest in the Inherited IRA described above shall become the property of Remainder Beneficiaries, if he or she 
survives me, and, if no Remainder Beneficiary survives me, or the Custodian cannot locate the beneficiary, then the Custodian shall distribute the Account 
balance in accordance with the Definition of “Beneficiary” in Article I of the Plan, as follows: To my (a) surviving spouse; (b) if no spouse, then to my 
surviving children (naturally born or legally adopted) in equal shares; (3) if no spouse or children, to my surviving parent(s) in equal shares or all to the 
surviving parent; and (d) if no spouse, children or parents, then to my estate.

Remainder beneficiaries may not designate a beneficiary. In the event a remainder beneficiary who is a natural person dies after receiving IRA benefits, 
amounts will be payable to his/her estate in a lump sum payment. I reserve the right to revoke or change the beneficiary designation. All prior designations 
(if any) of remainder beneficiaries for the IRA described above are hereby revoked and replaced by this Designation of Beneficiary.

I hereby name the individual(s) or entity described below to receive any scheduled payments from this Inherited IRA which become due after my death.

If you want to name more than two Remainder Beneficiaries, please attach a separate page with the information required below specific to those additional 
Remainder Beneficiaries.

NOTE: If the Remainder Beneficiary is a minor under applicable state law (generally, under the age of 18) a custodian under the Uniform Transfers to 
Minors Act (“UTMA”) should be named in order to avoid the expense of obtaining a court order naming a conservator for the minor. A minor is not legally 
able to sign a contract, including the account agreement to open an Inherited IRA account. If you fail to name a UTMA custodian, and the amount to be 
paid to the minor exceeds $10,000 (or such amount as may be specified under applicable state law), then a conservator will have to be appointed by the 
appropriate court. The conservator would then have the right to act as UTMA custodian for the minor and open an Inherited IRA for the benefit of the 
minor. You should consult with your legal or tax advisor.

REMAINDER BENEFICIARY NAME

percentage	 Date of Birth (MM/DD/YYYY)	 Social Security/tax Identification number	 relationship TO BENEFICIARY

LEGAL ADDRESS

city, state, zip code and country

REMAINDER BENEFICIARY NAME

percentage	 Date of birth (mm/dd/yyyy)	 Social Security/tax Identification number	 relationship TO BENEFICIARY

LEGAL ADDRESS

city, state, zip code and country

REMAINDER BENEFICIARY NAME

percentage	 Date of birth (mm/dd/yyyy)	 Social Security/tax Identification number	 relationship TO BENEFICIARY

LEGAL ADDRESS

city, state, zip code and country

\ \

\ \

\ \
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Section 4: Important Information to Help You Understand Your IRA Documents and Disclosure Statements and to Determine Your Required 

Minimum Distributions

The Traditional and Roth IRA documents that follow this Adoption Agreement are approved by the Internal Revenue Service as to form, and reflect 
model language for IRAs. Please keep in mind as you read these, that, for most purposes, you are the “Beneficiary.” The “Participant” generally refers to the 
decedent from whom you inherited the assets in your inherited IRA. Consequently, you will not be permitted to make regular deductible or nondeductible 
contributions from your compensation to your inherited IRA. You may, however, establish another IRA to receive contributions and rollovers, subject 
to applicable IRS requirements. In particular, that you are the “Beneficiary” should also be kept in mind when reading the descriptions of the rules for 
determining the time, form and tax consequences of distributions, such as the Required Minimum Distribution (“RMD”) rules. The application of the IRA 
RMD rules to inherited IRAs is complicated and depends upon your own facts and circumstances. You should consult your tax or legal advisor with respect 
to your RMDs.

Section 5: Acknowledgment

SEC Disclosure—Withholding Election: I understand that SEC rules require you to disclose to an issuer, upon the issuer’s request, my name, address and 
the number of shares of the issuer’s securities you hold for me in “street” name, unless I have objected to such disclosure. The issuer would be permitted to 
use this information for shareholder communications only. You will withhold this information if I have checked the following box.   withhold

I hereby adopt the Plan which is made a part of this Agreement, establish the Account described above and name Morgan Stanley Smith Barney LLC as 
Custodian of the Account. This Agreement will be effective on acceptance by Morgan Stanley Smith Barney LLC as Custodian.

Before signing this Adoption Agreement for an Inherited Traditional or an Inherited Roth IRA, I have received and reviewed: (i) the applicable 
Morgan Stanley Traditional or Roth IRA Plan document, (ii) the accompanying Morgan Stanley Disclosure Statement, (iii) the Fee Schedule and (iv) 
the Summary of the Bank Deposit Program attached hereto. I acknowledge that the more detailed Bank Deposit Program Disclosure Statement (“BDP 
Disclosure Statement”) is available upon request. I have read the Plan document and understand that Morgan Stanley does not have any discretionary 
investment responsibility with respect to the assets held in my Account under the Plan and that Morgan Stanley will invest and reinvest the assets in my 
Account only on my direction. I also understand that Morgan Stanley will not provide investment advice that will serve as a primary basis for my investment 
decisions. With respect to any uninvested cash (in whole dollar amounts) held in my Account, I acknowledge and direct the investment of such amounts 
in bank deposits offered by Morgan Stanley Bank, N.A. and Morgan Stanley Private Bank, National Association, through Morgan Stanley’s Bank Deposit 
Program as described in the attached Summary of the Bank Deposit Program and the BDP Disclosure Statement.

I understand that adoption of the Plan has significant Federal and State tax consequences and I have been advised by Morgan Stanley to consult my attorney, 
accountant or other tax advisor.

USA Patriot Act Notice

IMPORTANT INFORMATION ABOUT PROCEDURES FOR OPENING A NEW ACCOUNT OR ESTABLISHING A NEW CUSTOMER 
RELATIONSHIP

To help the government fight the funding of terrorism and money laundering activities, Federal law requires all U.S. financial institutions to 
obtain, verify and record information that identifies each individual or institution that opens an account or establishes a customer relationship with 
Morgan Stanley.

What this means is that if you enter into a new customer relationship with Morgan Stanley, the firm will ask for your name, address, date of birth 
(as applicable) and other identification information. This information will be used to verify your identity. As appropriate, the firm may, in its 
discretion, ask for additional documentation or information. If all required documentation or information is not provided, Morgan Stanley may  
be unable to open an account or maintain a relationship with you.

■ � Before you sign the agreement in the space provided below, please make sure you have carefully read all the information on this form.

■ � Return the signed, completed form in its entirety to your Morgan Stanley Financial Advisor or Private Wealth Advisor.

In the event I choose to invest in one or more managed accounts offered by Morgan Stanley at the time I open this Plan, by executing this Agreement, I hereby direct 
Morgan Stanley to open a separate account for each managed account and this Adoption Agreement shall be deemed to constitute the Adoption Agreement for all such 
account(s). I agree that the terms and the conditions of the Plan, the Beneficiary designations and this Agreement shall apply to all such accounts on Morgan Stanley’s books 
and records.

I understand that this account agreement may be amended by the Custodian at any time pursuant to Section 9.1 of the Plan document.

I understand and agree that the Custodian may retain, as compensation for its provision of services, my Account’s proportionate share of any interest earned on aggregate cash 
balances held by Morgan Stanley or an affiliate with respect to assets awaiting investment which is described in more detail in the Disclosure Statement provided to me.
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By signing this Adoption Agreement, you establish the IRA which is made a part of the Adoption Agreement, acknowledge receipt of all applicable 
agreements related to this account contained in this booklet and agree to the terms of such documents. You acknowledge that you can obtain a copy of 
your executed Adoption Agreement by contacting your Financial Advisor or Private Wealth Advisor, the Client Interaction Center, 800-869-3326 or 
by accessing Morgan Stanley Online and clicking on the Account Documents tab under Records.

I understand that this account is governed by a predispute arbitration clause which is set forth in Section 15 of the Client Agreement.  
I acknowledge receiving a copy of the predispute arbitration clause.

SIGNATURE OF BENEFICIARY	 DATE (mm/dd/yyyy)

When a nonspouse Beneficiary is named, spouse consent is required in Community Property States, including but not limited to AK, AZ, CA, ID, LA, 
NV, NM,TX, WA, WI, to waive any community property interest a spouse may have in your inherited IRA, including any earnings on the inherited 
IRA account.

I hereby agree and consent to the Remainder Beneficiary set forth above, along with my agreement and consent, do hereby transmute to my spouse all 
my community property interest in the IRA described above that I may have. I voluntarily elect to relinquish my rights to any community property 
interest in the Account.

SIGNATURE OF BENEFICIARY’S SPOUSE Required for Community Property State residents	 DATE (mm/dd/yyyy)

Accepted by 
Morgan Stanley Smith Barney LLC as Custodian and IRA Sponsor

For Morgan Stanley Use Only—Multiple Managed Accounts
Where multiple managed account IRAs are being opened for the same client, please list the account numbers of all accounts which will be governed by 
this Adoption Agreement. All the terms and conditions of the IRA Plan, including the Remainder Beneficiary designations, must be identical. If any 
information is different, a separate Adoption Agreement will be required.

branch number	 account number	 FA/PWA number

branch number	 account number	 FA/PWA number

branch number	 account number	 FA/PWA number

branch number	 account number	 FA/PWA number

branch number	 account number	 FA/PWA number

Initials of Authorizing Financial Advisor or Private Wealth Advisor  
required only if multiple managed accounts are being established

DO NOT SIGN HERE—SIGNATURE REQUIRED ON PAGE 8.
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IRA and CESA Client Agreement Application

Instructions
Use this IRA and CESA Client Agreement Application (“Application”) as part of the Morgan Stanley account opening, process for 
an Individual Retirement Account (Traditional/Rollover/Roth/Inherited/SEP/SAR-SEP and SIMPLE IRAs) (collectively “IRA”) or 
Coverdell Education Savings Account (CESA) to open an account with Morgan Stanley Smith Barney LLC (“Morgan Stanley”).* Your 
IRA or CESA (as applicable) consists of the Client Agreement, the applicable IRA or CESA Adoption Agreement (which is attached)  
and the applicable IRA or CESA governing plan document. Certain terms not otherwise defined in the Application are defined in the 
Morgan Stanley Smith Barney LLC Client Agreement (“Client Agreement”).**

Important Information
To open and maintain your account(s), each client must acknowledge receipt of and agree to the terms and conditions of the Client 
Agreement and relevant disclosures that follow in your Welcome Book and on these Signature Pages. If you transmit an executed copy 
of the Client Agreement or other required documentation either by facsimile or via portable document format (“PDF”), you agree to be 
bound by such electronic versions.

Profile and Statement Consolidation
If statement and account information consolidation has been requested, by signing where required, each of you as account owners 
represented in this application confirms your instructions and prior consent to consolidate the delivery of profiles and other personal 
and identifying information about you, general correspondence, statements and all related information for your accounts with that 
of other accounts and account owners in the account link group. Such consolidated communications will be delivered to the address 
designated as the mailing address for the account link group and shall be addressed to the owners of the primary account.

Accounts which have the same mailing address, Financial Advisor or Private Wealth Advisor and branch location, and Social Security 
Number(s)/Tax Number(s) are subject to automatic account linking.

Morgan Stanley may terminate consolidated delivery of your information at any time at our sole discretion. If you no longer want 
consolidated delivery of your information as described herein or need to change your consolidation status, you agree to contact your 
Financial Advisor or Private Wealth Advisor immediately with new instructions.

Electronic Delivery
 �Check this box if you would like to enroll for Electronic Delivery and agree to be bound by terms and conditions thereof. 

As a client enrolled in Electronic Delivery you will receive electronic notifications that documents are available for review in 
lieu of physical copies. These notifications will be sent to the email address that you have provided below. At your first log-in to 
Morgan Stanley Online there will be a verification process for this email address which must be completed before electronic  
delivery can commence. Any accounts you open in the future will also be enrolled for eDelivery.

EMAIL: ___________________________________________________________________________________________

Please send all eDelivery notifications to the email address above.

Usa Patriot Act1 Notice
Important information about procedures for opening a new account or establishing a new relationship:

To help the government fight the funding of terrorism and money laundering activities, federal law requires all U.S. financial institutions 
to obtain, verify, and record information that identifies each individual or institution that opens an account or establishes a customer 
relationship with Morgan Stanley.

What this means for you: When you enter into a new customer relationship with Morgan Stanley, we will ask for your name, address, 
date of birth (if applicable), and other identification information. This information will be used to verify your identity. As appropriate, 
we may, at our discretion, ask for additional documentation or information.

It is your obligation to provide true and accurate copies of your identifying documentation. If all required documentation or information 
is not provided, Morgan Stanley may not be able to open an account or maintain a relationship with you.

*	� Morgan Stanley Smith Barney LLC is a registered broker-dealer, not a bank. Where appropriate, we have entered into arrangements with licensed banks and other third parties to assist in 
offering certain services. Unless specifically disclosed to you in writing, investments and services offered through Morgan Stanley Smith Barney LLC, member SIPC, are not insured by the 
FDIC, are not deposits or other obligations of, or guaranteed by, banks and involve investment risks, including possible loss of principal amount invested.

**	� The Client Agreement, along with the applicable IRA or CESA adoption agreement, custodial agreement/plan document and disclosure statements (which include fee schedules) sets forth  
the terms and conditions of the IRA or CESA Account and, together with the Welcome Book and online disclosures provided at account opening, provides important information about  
Account services and fees. Also included in your Account opening materials is a copy of our U.S. Privacy Policy. The Account you are opening is a brokerage account, which is not regulated  
by the Investment Advisors Act of 1940, as amended. Certain services may not be available in jurisdictions outside the United States. For more information about the Account, review the  
Client Agreement.

1	 The Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act of 2001, Pub. l. No. 107-56 (2001).
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Politically Exposed Persons
By signing below, you are representing that you are not a Politically Exposed Person. For the purposes of this Agreement, a 
“Politically Exposed Person” is a senior official in the executive, legislative, administrative, military or judicial branch of a foreign 
government (whether elected or not) or a major foreign political party, a senior executive of a foreign government-owned corporation 
or a corporation, business or other entity formed by, or for the benefit of, such a figure; “immediate family” includes, but is not 
limited to, parents, siblings, children and in-laws; “close associate” means a person who is widely and publicly known to maintain an 
unusually close relationship with a senior foreign political figure, including a person in a position to conduct substantial domestic and 
international financial transactions on behalf of such figure. For a fuller discussion of the preceding terms and definitions, see  
http://www.federalreserve.gov/boarddocs/srletters/2001/sr0103.htm.

Disclosure of Your Name to Issuers of Securities
SEC rules require us to disclose to an issuer, upon the issuer’s request, your name, address and the number of shares of the issuer’s 
securities that we hold for you in “street” name, unless you have objected to such disclosure. The issuer is permitted to use this 
information for shareholder communications only.

If you object to us providing this information to issuers, please contact your Financial Advisor or Private Wealth Advisor.

Client Acknowledgement—Client Application and Ira/cesa Adoption Agreement
You understand that bank issued certificates of deposit purchased through Morgan Stanley and the Bank Deposit Program are insured by 
the FDIC up to applicable limits and that all other investment products are not FDIC insured, are not a deposit or other obligation of a 
depository institution, and are not guaranteed by a depository institution. You further understand that all other investment products are 
subject to investment risks, including the possible loss of the principal amount invested.

If you have requested any of the services referenced in the Cash Management Services section in the attached Client Agreement, you agree 
to the terms of the Client Agreement governing those services and authorize Morgan Stanley to establish checkwriting privileges issued as 
instructed by you. You affirm that you have the authority to open this account. You understand and agree that this account is governed by 
the Client Agreement and/or other agreements you may have with Morgan Stanley or other providers of services related to the account. You 
agree that if you decline to participate in any of Morgan Stanley’s services today, but elect to do so in the future, you agree to be bound by the 
applicable terms in the Client Agreement and any other agreements relating to such service at that time.

You represent that neither you nor any other person who has an ownership interest in, or authority over, the Account is or has been a 
Politically Exposed Person, also known as a senior foreign political figure, as defined on the previous page, or an immediate family member 
or close associate of a senior foreign political figure within the meaning of the U.S. Department of Treasury’s Guidance on Enhanced Scrutiny 
for Transactions That May Involve the Proceeds of Foreign Official Corruption and as referenced in the USA PATRIOT ACT. If you, any 
other owner of, or authorized person on the Account is or has been such a figure, you are required to disclose that fact to Morgan Stanley 
and provide the necessary information required by law to open and/or to service your Account. You also represent that this Account will not 
be used for any transactions with, or for the benefit of, any person, entity or country subject to sanctions administered by the U.S. Treasury 
Department’s Office of Foreign Assets Control (“OFAC”); or any person, or entity designated on OFAC’s List of Specially Designated 
Nationals and Blocked Persons.

By signing below, you acknowledge that you have received and agree to be bound by the terms of:
• The attached Client Agreement, which includes a predispute arbitration clause in Section 15 beginning on page 85.
• If requested by you, you agree to the terms and conditions of electronic delivery as outlined in the Client Agreement.
• The attached Morgan Stanley IRA and/or CESA Adoption Agreement and Plan.

Signature of IRA Participant, IRA Beneficiary or CESA Responsible Individual	 Date

© 2012 Morgan Stanley Smith Barney LLC. Member SIPC.
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traditional ira

9	 morgan stanley | 2012

Morgan Stanley Individual Retirement Plan  
(Effective as of October 1, 2012)
Morgan Stanley Smith Barney LLC (“Morgan Stanley”) hereby 
establishes the Morgan Stanley Individual Retirement Plan (the 
“Plan”). Morgan Stanley Smith Barney LLC or an affiliate of 
Morgan Stanley will act as Custodian of all individual retirement 
accounts (“IRAs”) established under the Plan. Each Account is 
known as the Morgan Stanley IRA. Each Morgan Stanley IRA 
is intended to qualify as an “individual retirement account” 
within the meaning of Section 408(a) of the Internal Revenue 
Code of 1986, as amended (the “Code”). The IRA consists of 
the Plan document, and the separate Morgan Stanley Adoption 
Agreement and Morgan Stanley Client Agreement (which may 
be a separate Client Agreement or a component of a master 
brokerage account agreement), each of which has been executed 
by (or on behalf ) of the individual for whom the IRA is established 
(the “Participant”). All IRAs established and maintained under 
the Plan shall be for the exclusive benefit of the individuals for 
whom the accounts are held or their beneficiaries. If this is an 
Inherited IRA within the meaning of Code Section 408(d)(3)(C) 
maintained for the benefit of a designated beneficiary of a deceased 
Participant, references in this document to the “Participant” are 
to the deceased Participant, unless otherwise provided. This Plan 
document applies to all IRA accounts maintained under the Plan 
on or after October 1, 2012, regardless of the date the Account was  
first established.

Article I—Definitions
1.1 “Account” shall mean a Traditional IRA Account, Simplified 

Employee Pension (“SEP IRA”) Account, Salary Reduction Simplified 
Employee Pension (“SAR-SEP IRA”) Account, Rollover IRA Account, 
Spousal IRA Account, Inherited IRA Account and/or Rollover IRA 
Combined Account described in Section 1.15 below.

1.2 “Adoption Agreement” shall mean the Agreement signed 
by each individual (or employer) adopting the Plan and establishing 
an Account.

1.3 “Beneficiary” shall mean the person or persons designated 
by a Participant or the Participant’s surviving spouse, if appropriate, 
to receive the balance, if any, of the Participant’s Account following 
the Participant’s death. The Participant may designate one or more 
Beneficiaries at any time and from time to time, including one or 
more contingent Beneficiaries, who shall receive an interest in the 
Account as designated by the Participant only if one or more other 
Beneficiaries predecease the Participant, disclaim their interest in 
the Account or are otherwise disqualified from receiving an interest 
in the Account. The general requirements for Beneficiaries under 
the Plan are set forth below.

(a) Nonperson Beneficiaries: A trust, estate, charitable organization 
or other entity that is not an individual may be designated as a 
Beneficiary or contingent Beneficiary.

(b) Form of Beneficiary Designation/”Default” Beneficiaries: 
No designation of Beneficiary shall be effective until received, in 
writing, in a form acceptable to the Custodian. The Custodian shall 
act upon the last dated and signed designation of Beneficiary actually 
received by the Custodian in an acceptable form during the lifetime 

of the Participant. In the event no designated Beneficiary survives 
the Participant, or if the designated Beneficiary cannot be found, 
or if the Participant fails to designate a Beneficiary, in writing in a 
form acceptable to the Custodian prior to the Participant’s death, 
the Custodian shall pay death benefits under the Plan in accordance 
with the following default rules.

(i) to the surviving spouse of the Participant, if any;
(ii) if no surviving spouse, then to the Participant’s surviving  
children (naturally born or legally adopted) in equal shares;
(iii) if no surviving spouse and if no children survive the 
Participant, then to the Participant’s surviving parents in 
equal shares, or 100% to the surviving parent; and
(iv) if no surviving spouse, no surviving children and if no 
surviving parents of the Participant, then to the personal 
representative of the Participant’s estate, on behalf of the 
estate.

(c) Beneficiary Disclaimers: A Beneficiary, whether designated 
by the Participant or designated by operation of this Section 1.3, 
may disclaim all or part of the Beneficiary’s interest in the Account 
by giving written notice of such disclaimer to the Custodian. In 
the event a disclaimer is received that satisfies the requirements 
of Section 4.6(b)(ii) below, the Account shall be distributed as if 
the disclaiming Beneficiary had predeceased the Participant, in 
accordance with the minimum distribution rules as interpreted 
by the Treasury Department.

(d) Subsequent Designation of Remainder Beneficiary: The 
Beneficiary designated hereunder may, following the death of the 
Participant, establish an Inherited IRA and name an individual, trust, 
estate or other entity to receive any minimum required distributions 
under Sections 4.3 or 4.4 which are scheduled to be paid after the 
Beneficiary’s death. Upon the death of the original Beneficiary, such 
individual, trust, estate or other entity shall be the Beneficiary for 
all purposes except for the provisions of (i) Sections 4.3 and 4.4 
relating to minimum required distributions, and (ii) Section 1.3 
relating to default beneficiary designations (the limitations of which 
are described in more detail in Section 1.3 (g) below).

(e) Community Property State Beneficiary Designations: A 
Participant residing in a community property state who wishes to 
designate a Beneficiary other than the Participant’s spouse must 
obtain the written consent of the spouse to the designation. Such 
consent shall be intended to transmute and voluntarily relinquish the 
spouse’s community property interest in the Participant’s Account. 
In the event that the Participant’s spouse’s consent is not obtained 
as of the time of the Participant’s death, and the spouse asserts a 
claim to such Participant’s Account, such Beneficiary designation 
will not be considered by the Custodian to have been received 
in an acceptable form, but only to the extent of such spouse’s 
community property interest (as demonstrated to the Custodian 
by such surviving spouse either through a legal opinion or valid 
court order), and all other elections made on such form will apply. 
In the absence of any conclusive determination presented by the 
beneficiaries with respect to these matters, the Custodian may take 
such further action including, but not limited to actions described 
in Sections 6.5 and 6.8.
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(f ) Effect of Divorce on Beneficiary Designation: If the Participant 
has designated his or her spouse as a Beneficiary then, effective 
immediately upon the divorce, annulment or other lawful dissolution 
of their marriage, the designation of the ex-spouse as Beneficiary shall 
be null and void. The IRA will, upon the death of the Participant, 
be distributed as if the ex-spouse had predeceased the Participant. 
If the Participant, whether voluntarily or pursuant to a court order 
or agreement, determines to retain the ex-spouse as a Beneficiary, 
the Participant must submit a new designation of Beneficiary, in 
an acceptable form, dated after the date of the divorce, annulment 
or other lawful dissolution of the marriage, except to the extent a 
court order might otherwise provide.

(g) Application of Default Beneficiary Provisions—Special 
Circumstances: If the sole Beneficiary of an IRA (including an IRA 
that has been created by dividing a decedent’s IRA into separate 
Inherited IRAs following the death of the Participant) fails to  designate 
a beneficiary or remainder beneficiary, or the beneficiary cannot be 
found, the default provisions provided in this Section 1.3 (b)  will 
apply for purposes of determining who is entitled to receive the 
Account (with the term “Beneficiary” replacing the term “Participant” 
in Section 1.3(b)(i)-(iv)). In the event a remainder beneficiary that 
is a natural person dies after receiving benefits, amounts will be 
payable to his/her Estate in a lump sum payment.

(h) Powers of Appointment: When the Participant is alive, 
no Beneficiary or representative of the Participant may act as the 
Participant to provide directions or instructions with respect to the 
Participant’s Account, except if authorized to do so in a manner 
acceptable to the Custodian and permitted by law.

1.4 “Catch-Up Contributions” shall mean, in the case of 
a Participant who is 50 or older as of the last day of the year for 
which a contribution is made, either (a) in the case of an annual 
contribution to an IRA (other than salary reduction contributions to 
a SAR-SEP IRA), the Maximum Annual Contribution (as defined in 
Section 1.11 (a) below) shall be increased by $1,000 for any taxable 
year beginning in 2006 and years thereafter, or (b) in the case of 
salary reduction contributions to a SAR-SEP IRA, an amount not 
to exceed the lesser of (i) Code Section 414(v)(2)(A) limits ($5,000 
for 2006 and later years) or (ii) the excess, if any, of the Participant’s 
Compensation (as defined in Section 2.5(b)(iv)) for the year, over 
any other elective deferrals made by the Participant for the year 
(other than Catch-Up Contributions). Catch-Up Contributions 
that may be made by or on behalf of a Participant for any taxable 
year to an IRA established under this Plan shall be reduced by the 
amount of Catch-Up Contributions made by or on behalf of the 
same Participant to any other IRA or Roth IRA for the same taxable 
year except that, in the case of Catch-Up Contributions made as 
salary reduction contributions to a SAR-SEP IRA, the amount of 
such Catch-Up Contributions allowed for any taxable year shall be 
reduced by the amount of Catch-Up Contributions made by or on 
behalf of the same Participant to any other SAR-SEP or a Retirement 
Plan described in Code Sections 401(a), 403(b), 408(p) or 457. The 
Plan shall be interpreted to deem any Participant’s contribution that 
exceeds the Maximum Annual Contribution as defined in Section 
1.11 or the salary reduction limit as defined in Section 2.5(b)(ii) to be 
a Catch-Up Contribution unless the Participant elects to treat such 
amount as an Excess Contribution described in Section 2.10.

For calendar years beginning on or after 2006, the limit for  
Catch-Up Contributions to SAR-SEP IRAs (but not to Traditional  
or Roth IRAs) will be adjusted by the Secretary of the Treasury  
for cost-of-living increases as provided under Code Section 
414(v)(2)(C).

1.5 “Code” shall mean the Internal Revenue Code of 1986, as 
amended.

1.6 “Compensation” shall mean all wages, salaries, professional 
fees or other amounts derived from or received by a Participant 
during the Participant’s taxable year for personal services actually 
rendered during that year, including but not limited to commissions 
paid salesmen, compensation for services on the basis of a percentage 
of profits, commissions on insurance premiums, tips and bonuses 
as well as earned income, as defined in Code Section 401(c)(2), 
exclusive of deductible contributions made to a self-employed 
retirement plan. For purposes of this definition, Code Section 
401(c)(2) shall be applied as if the term “trade or business” for 
purposes of Code Section 1402 included service described in Code 
Section 1402(c)(6). Compensation shall also include any amount 
includible in a Participant’s gross income under Code Section 71 
with respect to a divorce or separation instrument described in Code 
Section 71(b)(2)(A). Compensation also includes any differential 
wage payments as defined in Code Section 3401(h)(2). Compensation 
shall not include amounts derived from or received as earnings or 
profits from property (including, but not limited to, interest and 
dividends), amounts received as pensions, annuities or deferred 
compensation or amounts not includible in the Participant’s gross 
income for Federal income tax purposes (determined without 
regard to Code Section 112).

1.7 “Custodian” shall mean Morgan Stanley Smith Barney LLC, 
a Delaware corporation, or its successor or eligible assignee, or an 
affiliate designated by Morgan Stanley Smith Barney LLC to act as 
Custodian for IRAs established or maintained under this Plan. In 
the event that Morgan Stanley Smith Barney LLC is merged with an 
unaffiliated legal entity where Morgan Stanley Smith Barney LLC is not 
the surviving corporation, or if Morgan Stanley Smith Barney LLC is 
acquired, in whole or in part, by another unaffiliated legal entity who 
acquires the custodial IRA business of Morgan Stanley Smith Barney 
LLC, such entity shall become Custodian, under this document, so 
long as (a) the terms of such operative documents providing for 
the assumption of the role of IRA custodian by the acquisition or 
merger specify the assumption of the IRA custodianship and (b) 
such successor or acquiring entity satisfies the requirements under 
the Code and applicable Federal and state law for serving as an IRA 
custodian. In the event of an internal corporate reorganization of the 
Morgan Stanley group which includes Morgan Stanley Smith Barney 
LLC and its affiliates where Morgan Stanley Smith Barney LLC is 
not a surviving entity but one or more of its affiliates are, any such 
successor entity shall, if otherwise satisfying the requirements under 
the Code and applicable Federal and state law, automatically become 
Custodian as of the date of such reorganization. In the event that 
Morgan Stanley Smith Barney LLC shall merge, be acquired, or be 
reorganized and the foregoing provision of this Section 1.7 does not 
provide a successor Custodian to Morgan Stanley Smith Barney LLC, 
the Participant shall appoint a successor Custodian in accordance 
with Section 8.2.
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1.8 “ESA” shall mean a Coverdell Education Savings Account 
described in Code Section 530.

1.9 “Inherited IRA” shall mean an individual retirement account 
within the meaning of Code Section 408(d)(3)(C) maintained for 
the benefit of a designated beneficiary of a deceased individual.

1.10 “IRA” shall mean a Traditional IRA, SIMPLE IRA and a Roth 
IRA but shall not mean an Education Savings Account.

1.11 “Maximum Annual Contribution” shall mean:
(a) With respect to Traditional IRA Contributions made by or on 

behalf of a Participant for a taxable year, an amount that does not 
exceed the lesser of (i) the Code Section 219(b)(5)(A) limits ($5,000 
for any taxable year beginning in 2008 and years thereafter), or 
(ii) 100% of the Participant’s Compensation (or, for Spousal IRA 
Contributions, the aggregate Compensation described in Section 
2.4(b)(i)), reduced by (c) the amount of any contributions made 
by or on behalf of the Participant (or, in the case of Spousal IRA 
contributions, the Participant’s spouse) to another Traditional IRA 
or to a Roth IRA for the same taxable year.

After 2008, the dollar amounts set forth in (a) above will be 
adjusted by the Secretary of the Treasury for cost-of-living increases 
under Code Section 219(b)(5)(D). Such adjustments will be in 
multiples of $500.

(b) In the case of an individual who is 50 or older, the annual 
cash contribution limit is increased by $1,000 for any taxable year 
beginning in 2006 and years thereafter. See also Section 1.4(a) 
(relating to Catch-Up contributions generally in the case of an 
individual who is 50 or older).

(c) In addition to the amounts described in this Section 1.11  
(a) and (b) above, an individual may make additional contributions 
specifically authorized by statute—such as repayments of qualified 
reservist distributions, repayments of certain plan distributions made 
on account of a federally declared disaster and certain amounts 
received in connection with the Exxon Valdez litigation.

(d) In addition to the amounts described in this Section 1.11  
(a) and (c) above, an individual who was a participant in a Section 
401(k) plan of a certain employer in bankruptcy described in Code 
Section 219(b)(5)(C) may contribute up to $3,000 for taxable years 
beginning after 2006 and before 2010 only. An individual who 
makes contributions under this paragraph (c) may not also make 
contributions under this Section 1.11 (b) and Section 1.4 (a)(relating 
to Catch-Up contributions in the case of an individual who is 50 
or older).

(e) If this is an Inherited IRA within the meaning of Section 1.9 
of the Plan and Code Section 408(d)(3)(C), no contributions will 
be accepted.

1.12 “Participant” shall mean an individual who adopts the Plan 
and who makes contributions, or on whose behalf contributions 
are made, to an Account. If a Traditional IRA is established by an 
individual on behalf of his or her spouse, “Participant” shall mean 
the spouse for whom such Account is established.

For purposes of Articles VI through XI, inclusive, if the Participant 
is deceased or if the Participant has authorized a representative, 
in a manner acceptable to the Custodian and permitted by law, to 
provide directions or instructions with respect to the Participant’s 
Account, the term “Participant” shall also mean Beneficiary or 
such representative.

1.13 “Plan” shall mean the Morgan Stanley Individual Retirement 
Plan, as it may be amended from time to time.

1.14 “Retirement Plan” shall mean an employer-sponsored 
pension, profit sharing or stock bonus plan described in Code 
Section 401(a), a qualified cash or deferred arrangement under 
Code Section 401(k), an annuity described in Code Section 403(a), 
a tax deferred annuity described in Code Section 403(b), a SEP 
or SAR-SEP described in Code Section 408(k), a SIMPLE IRA 
described in Code Section 408(p), except that, for purposes of 
Rollover Contributions defined in Section 1.17, a SIMPLE IRA 
shall only be a Retirement Plan if at least two years have passed 
since the Participant first participated in the SIMPLE IRA, or an 
eligible deferred compensation plan described in Code Section 
457(b) which is maintained by an eligible employer described in 
Code Section 457(e)(1)(A). Retirement Plan shall not mean a Roth 
IRA or an Education Savings Account.

1.15 “Rollover IRA Account” shall mean an Account established 
by a Participant in which amounts are deposited in accordance 
with Section 2.6.

1.16 “Rollover IRA Combined Account” shall mean an 
Account established by a Participant into which Rollover as well 
as Traditional, SEP or SAR-SEP contributions may be made.

1.17 “Rollover Contribution” shall mean a contribution 
by a Participant consisting of cash or property distributed to the 
Participant (or a deceased Participant’s surviving spouse) from an 
IRA or a Retirement Plan which meets the requirements of Code 
Section 408(d)(3).

1.18 “Roth IRA” shall mean an individual retirement plan described 
in Code Section 408A.

1.19 “SAR-SEP IRA” shall mean an Account established by an 
individual who has entered into a salary reduction agreement with 
his or her employer pursuant to a Salary Reduction Simplified 
Employee Pension Plan established by the employer before January 
1, 1997, and into which the employer makes SAR-SEP contributions 
on behalf of such individual.

1.20 “SEP IRA” shall mean an Account established by an individual 
whose employer has adopted a Simplified Employee Pension Plan 
pursuant to Code Section 408(k) and to which the employer makes 
SEP IRA contributions on behalf of such individual.

1.21 “SEP Traditional IRA Account” shall mean an Account 
established by a Participant who meets the requirements of Sections 
2.3 and 2.5 and into which SEP, SAR-SEP and Traditional contribu-
tions may be made under Sections 2.3(a), 2.5(b)(i) and 2.5(b)(ii).

1.22 “SIMPLE IRA” shall mean a qualified salary reduction arrange-
ment described in Code Section 408(p) under which employee and 
employer contributions are made to IRAs which qualify as simple 
retirement accounts under Code Section 408(p) and to which no 
other IRA contributions (other than rollover contributions from 
other SIMPLE IRAs) may be made.

1.23 “Spousal IRA” shall mean a Traditional IRA established 
by or for a married Participant to which Spousal IRA Contribu-
tions are made.

1.24 “Traditional IRA” shall mean an individual retirement 
account or individual retirement annuity described in Code Section 
408(a) or (b), respectively, and shall, where the context so requires, 
include a Traditional IRA, SEP IRA, SAR-SEP IRA, SEP Traditional 
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IRA, Rollover IRA and Rollover Combined IRA, but not a Roth 
IRA. Notwithstanding anything contained herein to the contrary 
and without regard to the label or code number assigned to the 
Account, Traditional, SEP, SAR-SEP and Rollover IRA Contribu-
tions may be made to any one Traditional IRA, SEP IRA, SAR-SEP 
IRA, Rollover IRA or Rollover IRA Combined Account established 
for the same individual.

1.25 “Traditional IRA Account” shall mean an Account estab-
lished by or for the benefit of a Participant who meets the eligibility 
requirements set forth in Section 2.3.

Article II—Contributions
2.1 Establishment of Account. Any individual (or the 

duly authorized representative of an individual) who meets the 
requirements of this Article II, or any employer maintaining a 
SEP or SAR-SEP (which SAR-SEP must have been established 
before January 1, 1997) under which such individual is an eligible 
employee, may adopt this Plan and establish an Account by deliv-
ering an executed Adoption Agreement and Client Agreement to 
the Custodian pursuant to which such individual shall become a 
Participant and shall be bound by all of the terms and conditions 
of the Plan. A duly authorized representative includes a parent, 
legal guardian, conservator or other court-appointed representa-
tive of a minor child or incapacitated adult, an attorney-in-fact 
acting under a power of attorney, the personal representative of 
a decedent’s estate or the beneficiary of an individual’s interest 
in a Retirement Plan or IRA. An individual’s participation in the 
Plan shall be effective when the Custodian accepts the Adoption 
Agreement.

2.2 Revocation of Participation. Any Participant (or duly 
authorized representative of a Participant) may revoke participa-
tion in the Plan without penalty within seven days after the earlier 
of the establishment or the purchase of the Plan by notifying the 
Custodian in writing of such revocation, except that a SEP IRA or 
SAR-SEP IRA Account established to receive contributions under 
an employer’s SEP or SAR SEP Plan may only be revoked by such 
employer. In the case of a Rollover IRA Combined Account or a 
SEP Traditional IRA Account, a Participant’s revocation shall be 
effective only with respect to the portion of the Account which is 
not established by the employer under an employer’s SEP or SAR-
SEP Plan and an employer’s revocation shall be effective only with 
respect to the portion of the Account which is established by the 
employer pursuant to such SEP or SAR-SEP.

Upon revocation of an Account under this Section 2.2, the Custo-
dian shall return the full amount contributed by or on behalf of the 
Participant, together with any fees, charges or expenses paid and 
without regard to any change in market value of Account assets.

2.3 Traditional IRA Account.
(a) Eligibility and Contributions. A Participant who will 

not have attained age 70½ before the close of such individual’s 
current taxable year may establish a Traditional IRA Account  
and may contribute to that Account an amount up to the sum of 
(i) the Maximum Annual Contribution as defined in Section 1.11 
above and (ii) if eligible, Catch-Up Contributions as defined in 
Section 1.4 above.

(b) Time for Making Contributions. Contributions to a Tradi-
tional IRA Account for a Participant’s taxable year may be made at 
any time and from time to time during the period from the first day 
of the taxable year until the date on which the Participant’s Federal 
income tax return is due (not including extensions).

2.4 Spousal IRA Contributions.
(a) Eligibility. A Traditional IRA Account may be established 

by or for a married Participant and contributions (“Spousal IRA 
Contributions”) may be made to such account if:

(i) the Participant will not have attained age 70 ½ before the 
end of the taxable year for which such contributions are to 
be made; and
(ii) the Participant files a joint Federal income tax return 
for the year for which contributions are to be made and the 
amount, if any, of such Participant’s Compensation, if any, 
includible in such Participant’s gross income is less than 
the Compensation includible in the gross income of such 
Participant’s spouse for such taxable year reduced by the 
sum of all Traditional and Roth IRA contributions made by 
the Participant’s spouse for the year of the return.

(b) Contributions. Spousal IRA Contributions for a year may not 
exceed the sum of: (i) the Maximum Annual Contribution as defined 
in Section 1.11 above, except that Compensation taken into account 
to determine Spousal IRA Contributions shall be the aggregate of 
all Compensation reported by the Participant and the Participant’s 
spouse on their joint Federal income tax return reduced by the 
amount of Traditional and Roth IRA contributions made by the 
Participant’s spouse for such year; and (ii) if eligible, Catch-Up 
Contributions as defined in Section 1.4 above.

(c) Time for Making Contributions. Spousal IRA Contribu-
tions for a taxable year may be made at any time and from time to 
time during the period from the first day of the taxable year until 
the date on which the Participant’s Federal income tax return is  
due (not including extensions).

2.5 Simplified Employee Pension Plan Accounts.
(a) Eligibility. An individual whose employer has established a 

Simplified Employee Pension Plan or, before January 1, 1997, has 
established a Salary Reduction Simplified Employee Pension Plan 
under Code Section 408(k), may establish a SEP IRA or SAR-SEP 
IRA Account if the employer’s plan so permits. An individual who 
first becomes eligible to participate in an employer’s SAR-SEP Plan 
after December 31, 1996, may establish a SAR-SEP IRA Account 
to receive contributions under such plan provided the employer 
established the SAR-SEP Plan before January 1, 1997.

(b) Contributions.
(i)	 SEP IRA Accounts. The Participant’s employer may contribute 
an amount up to 25% of the Participant’s Compensation or 
$40,000 (subject to adjustment by the U.S. Department of 
the Treasury under Code Section 415(d)), whichever is less, 
for each SEP Plan year.
(ii)	 SAR-SEP IRA Accounts. The Participant’s employer 
may contribute an amount equal to the Participant’s salary 
reduction but in no event more than the lesser of 25% of the 
Participant’s Compensation or Code Section 402(g)(1)(B) 
limits ($15,000 for 2006 and later years) (subject to  
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adjustment by the U.S. Department of the Treasury under 
Code Section 402(g)(4)) plus such other contributions as 
may be required by Code Section 416 (top heavy rules)). After 
2006, the dollar limitation will be adjusted by the Secretary of 
the Treasury for cost-of-living increases under Code Section 
402(g)(4).
(iii)	The Participant may elect to establish a SEP Traditional 
IRA Account in which case both employer and Participant 
contributions may be made to such account pursuant to 
Sections 2.3(a) and 2.5(b)(i) or (ii) or both of this Plan.
(iv)	For purposes of this Section 2.5(b) only, Compensation may not 
exceed $200,000, subject to adjustment by the U.S. Department 
of the Treasury under Code Section 401(a)(17)(B).

(c) Time for Making Contributions.
(i)	 Employer contributions to a SEP IRA Account for a 
year may be made at any time and from time to time during  
the period from the first day of such year until the due date 
(with extensions) for the Employer’s Federal income tax 
return for the employer’s taxable year ending with or within 
such year.
(ii)	 Contributions made to a Participant’s SAR-SEP IRA Account 
for a year representing amounts deferred by the Participant 
from Compensation received for the year may be made at 
any time after a salary reduction agreement is executed but 
before the Participant has received the Compensation being 
deferred, subject to any tax deposit requirements imposed 
by applicable law.
(iii)	Employer SEP or SAR-SEP contributions under Code 
Section 416 must be made by the due date (with extensions) of 
the employer’s Federal income tax return for the taxable year 
ending with or within the year for which such contributions 
must be made.

2.6 Rollover IRA and Rollover IRA Combined Accounts.
(a) Eligibility. Any Participant is eligible to make a Rollover 

Contribution to a Rollover IRA, Traditional IRA or Rollover IRA 
Combined Account at any time. The Custodian shall accept Rollover 
Contributions directly from a trustee or administrator of a Retirement 
Plan provided such contributions meet any applicable provisions 
of the Code and this Plan for Rollover Contributions.

(b) Rollover IRA Combined Accounts. If a Participant has 
established a Rollover IRA Combined Account, then, in addition 
to Rollover Contributions, contributions may be made pursuant to 
Sections 2.3, 2.4 or 2.5 to such account.

(c) Time for Making Rollover Contributions. All Rollover 
Contributions must be made on or before the 60th calendar day 
after the Participant receives a Retirement Plan or IRA distribu-
tion except that a distribution which fails to be a qualified first-
time homebuyer distribution, as defined in Code Section 72(t)(8), 
solely by reason of a delay or cancellation of the purchase or 
construction of a principal residence may be contributed to an 
Account not later than 120 days after the Participant received 
the distribution.

(d) Limitation of Rollover Contributions. A distribution from 
an IRA at any time during the 1-year period ending on the day such 
distribution is received shall not be an acceptable Rollover Contribu-
tion if, during such 1-year period, the Participant received another 

distribution from the same IRA which the Participant excluded 
from gross income by making a Rollover Contribution to any IRA. 
This 1-year limit shall not apply to any distribution which fails to 
be a qualified first-time homebuyer distribution, as defined in Code 
Section 72(t)(8), solely by reason of a delay or cancellation of the 
purchase or construction of a principal residence nor shall such 
distributions be taken into account when determining whether 
the 1-year limit applies to any other distribution. In addition, any 
distribution from an IRA which qualifies for and is rolled over to a 
Roth IRA shall not be taken into account when determining whether 
the 1-year limit applies to any other distribution.

2.7 Nonforfeitability of Contributions. Each Participant’s 
interest in the balance in the Participant’s Account shall at all times 
be nonforfeitable.

2.8 Nature of Contributions. Except for Rollover Contribu-
tions, all contributions must be in cash. A Rollover Contribution 
may consist of:

(a) cash;
(b) property received by the Participant in a distribution described 

in Section 2.6(a), provided that such property is of a nature and in 
a form acceptable to the Custodian; or,

(c) if the distribution is received from a Retirement Plan other 
than a SEP, SAR-SEP or a SIMPLE IRA, the cash proceeds of the 
sale of property received in such distribution, in accordance with 
Code Sections 402(c), 402(e)(6), 403(a)(4), 403(b)(8), 403(b)(10), 
408(d)(3), or 457(e)(16).

2.9 Prohibited Contributions. SIMPLE IRA, Roth IRA and 
Education Savings Account contributions may not be made to an 
Account established under this Plan except for Rollover Contribu-
tions from a SIMPLE IRA described in Section 1.13 and recharac-
terizations described in Section 2.11(a).

2.10 Distribution of Excess Contributions and 
Deferrals.

(a) Excess Contributions. To the extent permitted by the Code 
or other applicable law, the Participant may, upon written request, 
either (i) receive a distribution of Excess Contributions (plus allocable 
earnings, if required) or (ii) transfer all or a portion of such Excess 
Contribution to a Roth IRA, to the extent permitted by Code Section 
408A(d)(3)(D). An “Excess Contribution” means an amount con-
tributed to the Account by the Participant that exceeds the amount 
otherwise allowable as a contribution (i.e., the Maximum Annual 
Contribution plus, if applicable, any Catch-Up Contributions).

(b) Excess Deferrals. Notwithstanding any other provision of the 
Code, Excess Deferrals (plus income attributable to that amount) 
may be distributed to the Participant if such distribution is made 
not later than the 15th of April following the close of the taxable 
year in which the Excess Deferral was made. An “Excess Deferral” 
is an amount deferred by the Participant that exceeds the sum of 
the Applicable Deferral Amount and, if applicable, any Catch-Up 
Contributions.

2.11 Recharacterized and Reconverted Contributions.
(a) Recharacterization of Contributions. Pursuant to the rules 

set forth in Income Tax Regulations §1.408A-5, a Participant (or a 
Participant’s executor, administrator, legal guardian or other duly 
authorized representative), may elect to transfer, in whole or in part, 
any contribution made by the Participant to a Traditional IRA or a 
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Roth IRA (the “First IRA”) for a taxable year to another Traditional 
IRA or Roth IRA (the “Second IRA”). The Participant, for Federal 
income tax purposes, shall treat the transferred contribution as 
having been made to the Second IRA instead of the First IRA as of 
the same date and for the same taxable year as the contribution was 
made to the First IRA. The Custodian may be Custodian of either 
or both of the First and Second IRA. The Participant must notify 
the Custodian of the recharacterization and direct the transfer no 
later than the due date with extensions of the Participant’s Federal 
income tax return for the taxable year for which the contribution 
was made to the First IRA. The amount that may be recharacter-
ized is the amount contributed to the First IRA, adjusted for net 
income or net losses either by transferring the entire First IRA or 
pursuant to a calculation under Income Tax Regulation §1.408-4 
(c)(2) (ii).

Amounts contributed to the First IRA in a tax-free transfer may 
not be recharacterized except for amounts erroneously rolled over 
or transferred from a Traditional IRA to a SIMPLE IRA. Employer 
contributions, including employee elective deferrals to a SEP, SAR-
SEP or SIMPLE, may also not be recharacterized. However, amounts 
rolled over or converted from a SEP, SAR-SEP or SIMPLE IRA to 
a Roth IRA may be recharacterized back to the SEP, SAR-SEP or 
SIMPLE IRA, respectively. Amounts treated as excess IRA contribu-
tions for a prior year and deemed to be current-year contributions 
for purposes of Code Section 4973 may not be recharacterized.

All recharacterizations in which a Morgan Stanley Traditional 
IRA or Roth IRA is the Second IRA, shall be subject to such mini-
mum balance requirements as may be specified by Morgan Stanley.

(b) Reconversions of Recharacterized Amounts. Pursuant to 
the rules set forth in Income Tax Regulations §1.408A-5 (Q&A9), 
an amount that has been rolled over or converted from a Tradi-
tional IRA or a SIMPLE IRA to a Roth IRA and transferred back 
to a Traditional or SIMPLE IRA by means of a recharacterization, 
may not be reconverted to a Roth IRA before the later of (i) the 
beginning of the next following taxable year, or (ii) 30 days after 
the date on which the amount was transferred back to the Tradi-
tional or SIMPLE IRA by means of the recharacterization. Any 
amount previously converted must be adjusted for subsequent net 
income to determine the amount subject to this limit on subsequent 
reconversions.

(c) Valuation of Recharacterized and Reconverted Assets. 
Requests to recharacterize or reconvert an Account will be processed 
as soon as practicable after being received in a form acceptable to 
the Custodian. Due to the volume of such requests and the differ-
ent processes followed to transfer or liquidate different assets held 
in an Account, the recharacterization or reconversion may not 
begin for some period of time and, once begun, may take place in a 
series of transactions over an additional period of time. The value 
of Account assets transferred or liquidated in connection with a 
recharacterization or reconversion will be determined as of the 
close of business on the date of transfer, or, if liquidated, using the 
liquidation price received. Due to market fluctuations, the value 
of Account assets used for income tax reporting purposes or to 
determine the number of shares of a security that must be liquidated 
and transferred, may vary from the value on the date the request  

is made. Morgan Stanley will not be responsible for any market 
fluctuations that affect the Participant’s taxable income or the 
number of shares of a security needed to complete the recharac-
terization or reconversion.

Rollover IRAs that (1) qualify as conduit IRAs under Code  
Section 408(d)(3)(A)(ii), (2) are rolled over or converted to a Roth 
IRA, and (3) are subsequently recharacterized to a Rollover IRA do 
not lose their status as conduit IRAs solely because of the conver-
sion and recharacterization.

2.12 Pre-2011 Contributions. Contributions for any taxable 
year beginning before January 1, 2011, including contributions 
made in 2011 for the 2010 taxable year, may be made to an Account 
established under this Plan but shall be made, if at all, pursuant to 
applicable provisions of the Code in effect for such taxable year.

Article III—Investments
3.1 Direction by Participant. Each Participant (or the Partic-

ipant’s duly authorized representative) shall direct the Custodian 
with respect to the investment and reinvestment of Account assets 
(contributions and earnings thereon). Such direction shall include 
investments available for acquisition through the Custodian in 
its regular course of business and approved by the Custodian for 
investment under the Plan. The Custodian will not have discre-
tionary authority or control with respect to the investment of the 
Account assets, will not provide investment advice that will serve 
as a primary basis for the investment decisions of the Participant’s 
Account, and will not be deemed a fiduciary of the Account, as such 
term is defined under Code Section 4975(e)(3) or Section 3(21) of 
the Employee Retirement Income Security Act of 1974 (“ERISA”), if 
applicable. The Custodian is not responsible for reviewing the assets 
in the Participant’s Account, or for making recommendations on 
acquiring, retaining or selling any assets. Uninvested cash, dividends 
and distributions on shares of mutual funds or other investments 
held in the account that are paid in cash will be invested along with 
other cash balances (see Cash Balances, below.)

3.2 Delegation of Investment Responsibility. The  
Participant (or the Participant’s duly authorized representative) 
may delegate the authority to invest all or a portion of an Account to 
an agent or attorney-in-fact, including but not limited to a division 
or affiliate of the Custodian, by notifying the Custodian in writing 
on a form acceptable to the Custodian of the delegation of such 
authority, including the name of the person or persons to whom 
such authority, and any limitations on such authority, is delegated 
and the assets with respect to which such agent or attorney-in-fact 
shall direct investments. The Custodian shall follow the directions 
of such agent or attorney-in-fact and shall be under no duty to 
review or question any direction, action or failure to direct or act 
of such agent or attorney in fact. The Participant may revoke the 
agent or attorney-in-fact’s authority at any time by notifying the 
Custodian in writing of such revocation. The Custodian shall not 
be liable in any way for transactions initiated prior to receipt of 
such notice of revocation. The Participant (or the Participant’s duly 
authorized representative) is responsible at all times for directing 
the investment of assets in the Account.
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3.3 Cash Balances. The Participant authorizes the deposit or 
investment of cash balances in the Account in:

(a) deposit accounts with Morgan Stanley Bank, N.A. and/or 
any other banking affiliate of the Custodian that bear a reasonable 
rate of interest;

(b) any other sweep investment vehicle specified either in the 
Adoption Agreement or an agreement applicable to the sweep 
investment vehicle for the Account; or

(c) any sweep investment vehicle otherwise made available to 
the Account and disclosed to the Participant.

The Custodian may amend this Section 3.3, or change the sweep 
investment vehicle available to the Account, at any time with notice 
to the Participant.

3.4 Uninvested Cash. The Custodian may hold uninvested 
cash of amounts less than $1.00 in a Participant’s Account.

3.5 Prohibition on Investment in Life Insurance and  
Collectibles. No portion of a Participant’s Account may be invested 
in life insurance contracts or in any work of art, rugs, antiques, met-
als, gems, stamps, coins, alcoholic beverages or any other tangible 
personal property classified by the Secretary of the Treasury or his 
delegate as a collectible within the meaning of Code Section 408(m), 
except that Account assets may be used to purchase certain coins 
and bullion described in Code Section 408(m)(3) if the Custodian 
agrees to hold such assets pursuant to the requirements of Code 
Section 408 (m).

3.6 Morgan Stanley Advisory Services. The Par-
ticipant may enroll the Account in a Morgan Stanley  
advisory service or program as provided under a separate  
agreement.

Article IV—Distributions
4.1 In General. A Participant (or the Participant’s duly autho-

rized representative) may direct a distribution of all or a portion 
of the Participant’s Account at any time and from time to time in 
such form and in such manner as is acceptable to the Custodian A 
distribution shall be made only upon notification to the Custodian 
pursuant to Section 4.7 below.

4.2 Methods of Distribution. Subject to Section 4.3, the 
Participant (or the Participant’s duly authorized representative) 
or, if the Participant is deceased, a Beneficiary, may elect to have 
the balance in the Participant’s Account distributed, in cash or in 
kind, as follows:

(a) In a single lump sum payment;
(b) In equal or substantially equal installments at least annually 

over a period certain not extending beyond the life or life expec-
tancy of the Participant or Beneficiary or the joint lives or joint life 
expectancies of the Participant and Beneficiary;

(c) By purchase of an annuity contract which satisfies the require-
ments of Code Sections 408(b)(1), (3) and (4) and provides for equal 
or substantially equal payments, at least annually, over the life or 
life expectancy of the Participant or Beneficiary or the joint lives 
or joint life expectancies of the Participant and Beneficiary, and 
which meets the requirements set forth in Section 1.401(a)(9)-6 of 
the Income Tax Regulations including the incidental death benefit 
requirements set forth in Section 1.401(a)(9)-6 (Q&A-2((e)) of the 
Income Tax Regulations or any successor;

(d) In monthly, quarterly or annual installments in such amount(s) 
as the Participant or Beneficiary may request; or

(e) Any combination of the above (subject to the requirements 
of the Code).

(f ) Subject to the minimum distribution requirements set forth 
in Section 4.3 below, unless an annuity contract is purchased and 
distributions from the contract have commenced, the Participant 
or Beneficiary may change the method of distribution at any time 
before benefits are completely distributed by filing a new election 
with the Custodian prior to the effective date of the change in 
method of distribution.

Notwithstanding the foregoing, a Participant who meets the 
requirements of Code Sections 408A(c)(3)(B) and (d)(3), may effect 
a distribution by converting the Participant’s IRA to a Roth IRA.

4.3 Minimum Distribution Requirements. Notwithstand-
ing any provision of this Plan to the contrary, the distribution of a 
Participant’s interest in an Account shall be made in accordance 
with the requirements of Code Section 408(a)(6) and the regula-
tions thereunder. If distributions are made from an annuity contract 
purchased from an insurance company, distributions thereunder 
must satisfy the requirements set forth in Section 1.401(a)(9)-6 of 
the Income Tax Regulations. If this is an Inherited IRA, Section 
4.3 (a), (b) and (c) below do not apply.

(a) Required Beginning Date. Distributions from an Account must 
be made for each year beginning with the year in which the Participant 
attains age 70½, and then for each succeeding year including the 
year of the participant’s death. The first such required distribution 
must be made no later than April 1 of the year following the year 
in which the Participant attains age 70½ (the “required beginning 
date”) and, for each succeeding year, no later than December 31 of 
each such year. Each year for which a required distribution must 
be taken is referred to below as a “distribution calendar year.”

(b) Required Minimum Distribution. During the Participant’s 
lifetime, the minimum amount which must be distributed each 
year (“required minimum distribution”) shall be not less than the 
quotient obtained by dividing the value of the IRA as of December 
31 of the preceding year by the lesser of:

(i)	 the distribution period in the Uniform Lifetime Table set 
forth in Q&A-2 of Section 1.401(a)(9)-9 of the Income Tax 
Regulations, using the Participant’s age as of the Participant’s 
birthday in the distribution calendar year; or
(ii)	 if the sole designated Beneficiary is the Participant’s surviving 
spouse and such spouse is more than 10 years younger than 
the Participant, the number in the Joint and Last Survivor 
Table set forth in Q&A-3 of Section 1.401(a)(9)-9 of the Income 
Tax Regulations, using the ages of the Participant and the 
Participant’s spouse as of their birthdays in the distribution 
calendar year.
(iii) For purposes of paragraphs (b)(i) and (b)(ii) the “value 
of the IRA” is the fair market value of the assets held in the 
IRA plus the value of any outstanding rollover, transfer or 
recharacterization under Q&A-7 and -8 of Section 1.408-8 
of the Income Tax Regulations.

(c) In accordance with Q&A-9 of Section 1.408-8 of the Income Tax 
Regulations, the required minimum distribution must be calculated 
separately for each IRA but the aggregate of all such amounts may 
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be distributed from any one or more IRAs, regardless of whether 
the IRAs are established with the Custodian.

4.4 Death Benefits.
(a) Death On or After Required Beginning Date. If a Participant 

dies on or after the Participant’s required beginning date but before 
the Participant’s entire interest in the Account has been distributed, 
the remaining portion of such interest shall be distributed at least 
as rapidly as follows:

(i)	 If the designated Beneficiary is someone other than the 
Participant’s surviving spouse, the remaining interest will 
be distributed over the longer of: (A) the Beneficiary’s life 
expectancy, determined using the Beneficiary’s age as of his or 
her birthday in the year following the year of the Participant’s 
death; or (B) over the period described in (a)(iii) below.
(ii)	 If the Participant’s sole designated Beneficiary is the 
Participant’s surviving spouse, the remaining interest will be 
distributed over the longer of: (A) such spouse’s life expectancy 
determined using the spouse’s age as of his or her birthday 
in each distribution calendar year following the year of 
the Participant’s death; or (B) over the period described in 
paragraph (a)(iii) below. Any interest remaining after such 
spouse’s death will be distributed over such spouse’s remaining 
life expectancy determined using the spouse’s age as of his 
or her birthday in the year of the spouse’s death, or, if the 
distributions are being made over the period described in 
paragraph (a)(iii) below, over such period.
(iii)	If there is no designated Beneficiary or, if applicable by 
operation of paragraph (a)(i) or (a)(ii) above, the remaining 
interest will be distributed over the Participant’s remaining life 
expectancy determined in the year of the Participant’s death.
(iv)	The amount to be distributed each year under paragraph 
(a)(i), (ii) or (iii), beginning with the first distribution calendar 
year following the calendar year of the Participant’s death, is 
the quotient obtained by dividing the value of the IRA as of 
the end of the preceding year by the remaining life expectancy 
specified in such paragraph. Life expectancy is determined 
using the Single Life Table in Q&A-1 of Section 1.401(a)(9)-9 of 
the Income Tax Regulations. If distributions are being made 
to a surviving spouse as the sole designated Beneficiary, such 
spouse’s remaining life expectancy for a year is the number 
in the Single Life Table corresponding to such spouse’s age 
in the year. In all other cases, remaining life expectancy for 
a year is the number in the Single Life Table corresponding 
to the Beneficiary’s or Participant’s age in the year specified 
in paragraph (a)(i), (ii) or (iii) and reduced by 1 for each 
subsequent year.

(b) Death Before Required Beginning Date. If the Participant 
dies before the required beginning date, his or her entire interest 
will be distributed at least as rapidly as follows:

(i)	 If the designated Beneficiary is someone other than 
Participant’s surviving spouse, the entire interest will be 
distributed, starting by the end of the calendar year following 
the calendar year of the Participant’s death, over the remaining 
life expectancy of the designated Beneficiary, with such life 
expectancy determined using the age of the Beneficiary 

as of his or her birthday in the year following the year of 
the Participant’s death, or, if elected, in accordance with 
paragraph (b)(iii) below. If this is an Inherited IRA established 
for the benefit of a nonspouse designated beneficiary by a 
direct trustee-to-trustee transfer from a retirement plan of 
a deceased individual under Code Section 402(c)(11), then, 
notwithstanding any election made by the deceased individual 
pursuant to the preceding sentence, the nonspouse designated 
beneficiary may elect to have distributions made under this 
paragraph (b)(1) if the transfer is made no later than the end 
of the year following the year of death.
(ii)	 If the participant’s sole designated Beneficiary is the 
participant’s surviving spouse, the entire interest will be 
distributed, starting by either: (A) the end of the calendar 
year following the calendar year of the participant’s death, 
or (B) at the election of the surviving spouse, the end of the 
calendar year in which the Participant would have attained age 
70 1⁄2, if later, over such spouse’s life expectancy, or if elected, 
in accordance with paragraph (b)(iii) below. If the surviving 
spouse dies before distributions are required to begin, the 
remaining interest will be distributed, starting by the end of 
the calendar year following the calendar year of the spouse’s 
death, over the spouse’s designated Beneficiary’s remaining 
life expectancy determined using such Beneficiary’s age as 
of his or her birthday in the year following the death of the 
spouse, or if elected, will be distributed in accordance with 
paragraph (b)(iii) below. If the surviving spouse dies after 
distributions are required to begin, any remaining interest 
will be distributed over the spouse’s remaining life expectancy 
determined using the spouse’s age as of his or her birthday 
in the year of the spouse’s death.
(iii)	If there is no designated Beneficiary or, if applicable 
operation of paragraph (b)(i) or (b)(ii) above, the entire IRA 
will be distributed by the end of the calendar year containing 
the fifth anniversary of the Participant’s death (or of the 
spouse’s death in the case of the surviving spouse’s death before 
distributions are required to begin under (b) (ii) above).
(iv) The amount to be distributed each year under paragraph 
(b)(i) or (ii) is the quotient obtained by dividing the value of 
the IRA as of the end of the preceding year by the remaining 
life expectancy specified in such paragraph. For this purpose, 
the “value of the IRA” is the fair market value of the assets held 
in the IRA plus the value of any outstanding rollover, transfer 
or recharacterization under Q&A-7 and -8 of Section 1.408-8 
of the Income Tax Regulations. Life expectancy is determined 
using the Single Life Table in Q&A-1 of Section 1.401(a)(9)-9 of 
the Income Tax Regulations. If distributions are being made 
to a surviving spouse as the sole designated Beneficiary, such 
spouse’s remaining life expectancy for a year is the number 
in the Single Life Table corresponding to such spouse’s age 
in the year. In all other cases, remaining life expectancy for a 
year is the number in the Single Life Table corresponding to 
the Beneficiary’s age in the year in which distributions must 
begin under paragraph (b)(i) or (ii) above, as applicable, and 
reduced by 1 for each subsequent year.
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(c) The required minimum distributions payable to a designated 
beneficiary from this IRA may be withdrawn from another IRA 
the beneficiary holds from the same decedent in accordance with 
QAA-9 of Section 1.408-8 of the Income Tax Regulations.

(d) Trust as Beneficiary. If the requirements of Section 4.5 below 
are met with respect to a trust named as Beneficiary by October 
31 of the calendar year immediately following the calendar year in 
which the Participant died, then a trust Beneficiary (and not the trust 
itself ) will be treated as a Designated Beneficiary for purposes of 
determining the distribution period under Code Section 401(a)(9) 
of the Income Tax Regulations.

4.5 Trust as Beneficiary.
If the following requirements are met with respect to a trust 

named as Beneficiary of the IRA, then the trust Beneficiaries (and 
not the trust itself ) will be treated as designated Beneficiaries for 
purposes of determining the distribution period under Code Sec-
tion 401(a)(9):

(a) The trust is valid under state law, or would be but for the fact 
that there is no corpus;

(b) The trust is irrevocable or will, by its terms, become irrevo-
cable upon the death of the Participant;

(c) The Beneficiaries of the trust who are Beneficiaries with 
respect to the trust’s interest in the IRA are identifiable from the 
trust instrument within the meaning of Section 1.401(a)(9)-4, 
Q&A-1 of the Income Tax Regulations;

(d) The Participant or the Trustee has provided to the 
Custodian either:

(i) A copy of the trust instrument, and agrees that if the trust 
instrument is amended at any time in the future, the Participant 
will, within a reasonable time, provide to the Custodian a 
copy of each such amendment, or
(ii) the following documentation:
(A) a list of all trust Beneficiaries (including contingent and 
remainder Beneficiaries with a description of the conditions of 
their entitlement) for purposes of Code Section 401(a)(9);
(B) a certification, to the best of the Participant’s knowledge, 
that (A) is correct and complete, and that the requirements 
of 4.5 (a), (b), and (c) are satisfied; and
(C) an agreement that, if the trust instrument is amended at 
any time in the future, the Participant will, within a reasonable 
time, provide to the Custodian corrected certifications to 
the extent that the amendment changes any information 
previously certified; and agreement to provide a copy of the 
trust instrument to the Custodian upon demand.
(iii) The documents described in (i) and (ii) above may be 
provided by the Participant or by the Trustee of the trust at 
any time starting with the date on which the trust is designated 
as a Beneficiary, but not later than October 31 of the year 
following the year of Participant’s death. However, if the sole 
Beneficiary of the trust is the Participant’s spouse and the 
spouse is more than ten years younger than Participant, the 
documents described in (i) and (ii) above must be provided to 
the Custodian no later than the earlier of (A) the Participant’s 
required beginning date or (B) October 31 of the year following 
the year of the Participant’s death.

4.6 Miscellaneous Rules
(a) Surviving Spouse’s Elections. If the sole designated Beneficiary 

is the individual’s surviving spouse, the spouse may elect to treat the 
IRA as his or her own Traditional IRA. This election will be deemed 
to have been made if such surviving spouse makes a contribution to 
the IRA, makes a Rollover Contribution from the Account, or fails 
to take required minimum distributions by the relevant required 
beginning date described in Section 4.4(a)(ii) or (b)(ii) above.

(b) Determination of Designated Beneficiary. Under Code 
Section 401(a)(9)(E) and Section 1.401(a)(9)-4 of the Income Tax 
Regulations, the term “Designated Beneficiary” refers to an individual 
or individuals designated as the Beneficiary or Beneficiaries by the 
Participant or by operation of this agreement, as of the Participant’s 
date of death, who remain Beneficiaries as of September 30 of the 
calendar year following the calendar year of the Participant’s date 
of death. Any person who was a Beneficiary as of the date of the 
Participant’s death, but is not a Beneficiary as of that September 
30 (e.g., because the person receives the entire benefit to which 
the person is entitled before that September 30), is not taken into 
account in determining the Participant’s Designated Beneficiary 
for purposes of determining the distribution period for Required 
Minimum Distributions after the Participant’s death.

(i) Death of Beneficiary prior to September 30. If an individual 
who is a Beneficiary as of the date of the Participant’s death 
dies during the period between the Participant’s date of 
death and September 30 of the year following the year of 
the Participant’s death without having disclaimed his or 
her interest, that individual continues to be treated as the 
Designated Beneficiary for purposes of determining the 
distribution period.
(ii) Disclaimer by Beneficiary prior to September 30. If a 
Beneficiary disclaims his or her interest prior to September 
30 of the year following the year of the Participant’s death, 
the disclaimant is not taken into account in determining the 
employee’s Designated Beneficiary, provided the disclaimer 
satisfies Code Section 2518.

(A) Multiple Beneficiaries:
(I) General Rule. If more than one individual is designated 
as a Beneficiary as of the applicable date for determining 
the Designated Beneficiary under A-4 of 1.401(a)(9)-4, the 
Designated Beneficiary with the shortest life expectancy will 
be the designated Beneficiary for purposes of determining 
the applicable distribution period.
(II) Separate Accounts. If separate accounts are established 
with respect to the multiple Beneficiaries, each Beneficiary 
may determine his or her required minimum distribution 
based upon his or her individual life expectancy as opposed 
to using the life expectancy of the Beneficiary whose life 
expectancy is shortest. Separate accounts can be established 
at any time, either before or after the Participant’s required 
beginning date. However, the applicable distribution period 
for each such separate account is determined disregarding 
the other Beneficiaries of the Participant’s benefit only if the 
separate account is established on a date no later than the last 
day of the year following the calendar year of the Participant’s 
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death. The separate accounts will be recognized for required 
minimum distribution purposes only after the later of the 
year of the Participant’s death (whether before or after the 
required beginning date) and the year the separate accounts 
are established. If separate accounts are established, the 
separate accounting must allocate all post-death investment 
gains or losses for the period prior to the establishment of 
the separate accounts on a pro rata basis in a reasonable and 
consistent basis among the separate accounts for the different 
Beneficiaries. The separate accounting must also allocate 
any post-death distributions to the separate account of the 
Beneficiary receiving such distributions.

(B) Notice to Custodian. By September 30 of the year follow-
ing the calendar year of the Participant’s death, the Custodian 
must receive notice of the names of the Designated Beneficiaries 
as well as notice of any separate accounts to be established for 
such Beneficiaries.

4.7 Directions to Custodian. All directions to the Cus-
todian for the distribution of property held in an Account must 
be in writing on a form acceptable to the Custodian or in such 
other medium as shall be acceptable to the Custodian. Such 
directions shall include but not be limited to an identification of 
the Account, the amount of cash or specific securities or other 
property to be distributed, the order in which securities or other 
property held in the Account shall be liquidated, if necessary, the 
nature or purpose of the distribution, the party to whom the dis-
tribution shall be made, whether income taxes are to be withheld  
and such other representations as the Custodian may reasonably 
require.

4.8 Effect of Distribution. The Custodian shall have no 
obligation to determine whether a distribution is permissible under 
the Code or any other applicable law. The Custodian may reason-
ably rely on a representation by the Participant or Beneficiary that 
a distribution is so permitted. The Custodian may reasonably rely 
on directions from the Participant, Beneficiary or a duly authorized 
representative of either with respect to the amount and timing of 
minimum required distributions or with respect to a representation 
that the minimum required distribution for the Account has been 
received from another Traditional or SIMPLE IRA. The Custodian 
shall be entitled to withhold from delivery and to reserve such 
property as it deems reasonably necessary for the payment of all 
of its unpaid fees and other expenses and/or for the payment of 
any other liability or charge against the Account. The Custodian 
shall not be liable for distributed Account assets removed from 
the Account at the direction of the Participant, Beneficiary, the 
duly authorized representative of either, or a court or government 
agency of competent jurisdiction.

Article V—Transfers
5.1 In General. Cash, securities or other property may be trans-

ferred to or from an Account as follows:
(a) Cash, securities or other property held on the Participant’s  

or Beneficiary’s behalf by the custodian or trustee of another  
Traditional IRA or a SIMPLE IRA may be transferred to the  
Custodian and held in an Account for the benefit of the Participant 
or Beneficiary but only to the extent that such cash, securities 

or other property meets the requirements of the Custodian with 
respect to the administrative feasibility of accepting such transfers. 
The Custodian is not obligated to accept (and may reject or refuse) 
any transfer.

(b) Upon the direction of the Participant, Beneficiary or the duly 
authorized representative of either, made in writing in a form accept-
able to the Custodian, or such other medium as may be acceptable 
to the Custodian, the Custodian shall transfer cash, securities or 
other property held in the Participant’s Account to the trustee or 
custodian of an IRA established by or for the benefit of the Partici-
pant or the Participant’s spouse.

(c) A Participant may, upon written direction to the Custodian 
accompanied by a copy of the decree or instrument described herein, 
transfer all or any part of the Participant’s Account to a spouse or 
former spouse under a decree of divorce or separate maintenance 
or an instrument incident thereto as described in Code Section 
71(b)(2)(A).

5.2 Effect of Transfer. Upon receipt of a proper direction to 
transfer all or part of the property held in an Account, the Custodian 
shall act upon such direction within a reasonable period to the extent 
possible. The Custodian shall be entitled to withhold from delivery 
and to reserve such property as it deems reasonably necessary for 
the payment of all of its unpaid fees and other expenses and/or for 
the payment of any other liability or charge against the Account. 
The Custodian shall have no obligation to ascertain whether any 
transfer made under this Article is permissible under the Code or 
any other applicable law and may reasonably rely upon any repre-
sentation by the Participant or Beneficiary that the transfer does 
not violate the terms of the Code or any other applicable law. The 
Custodian shall not be liable for transferred Account assets removed 
from the Account at the direction of the Participant, Beneficiary, 
the duly authorized representative of either or a court or govern-
ment agency of competent jurisdiction.

Article VI—Power, Duties and Obligations of Custodian
6.1 No Investment Discretion. Except as otherwise agreed in 

writing between the Participant and the Custodian, or an affiliate 
of the Custodian, the Custodian shall have no discretion to direct 
any investments of an Account, and is merely authorized to acquire 
and hold the particular investments specified by the Participant. 
The Custodian is not, however, obligated to act upon each and 
every investment direction and may, within its normal and cus-
tomary practices, decline to act upon a given investment direction. 
Notwithstanding any other provision herein to the contrary, the 
Custodian may refuse to follow instructions which it reasonably 
believes will result in a transaction prohibited by Code Section 
4975 or by Section 3.5 of this plan.

6.2 Investment Powers. The Custodian may hold any secu-
rities acquired hereunder in the name of the Custodian without 
qualification or description, in the name of any nominee or by or 
through a central clearing corporation or depository. The Custodian 
shall have the following powers and authority with respect to the 
administration of each Account:

(a) To invest and reinvest the assets of the Account without 
regard to whether such investment is authorized by the laws of 
any jurisdiction for fiduciary investments;
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(b) To exercise, buy or sell covered listed options, conversion 
privileges or rights to subscribe for additional securities and to 
make payments therefore;

(c) To consent to or participate in dissolutions, reorganizations, 
consolidations, mergers, sales, leases, mortgages, transfers or other 
changes affecting securities held by the Custodian;

(d) To make, execute and deliver as Custodian any and all con-
tracts, waivers, releases or other instruments in writing necessary 
or proper for the exercise of any of the foregoing powers;

(e) To grant options to purchase securities held by the Custodian 
or to repurchase options previously granted with respect to securi-
ties held by the Custodian;

(f ) The Custodian shall exercise any rights of a shareholder 
(including voting rights) with respect to any securities held in the 
Account only in accordance with the instructions of the Participant, 
pursuant to any applicable rules of the Securities and Exchange 
Commission and the national exchanges of which the Custodian 
is a member;

(g) To invest and reinvest the assets of the Account in deposits of 
an affiliate or affiliates which bear a reasonable rate of interest.

6.3 Administrative Powers.
(a) The Custodian shall have the power to take such actions as are 

reasonable and necessary to carry out its duties under the Plan.
(b) The Custodian shall be under no duty to take any action other 

than as specified in the Plan unless the Participant or Beneficiary 
furnishes the Custodian with written instructions, agrees to indem-
nify and hold the Custodian harmless from any claims arising out 
of such instructions and such instructions are specifically agreed 
to in writing by an authorized representative of the Custodian.

(c) The Custodian may consult with and employ suitable agents 
and advisors, including but not limited to legal counsel, accoun-
tants and tax advisors, with respect to its duties under the Plan 
and applicable law.

(d) The Custodian may mail notices to the Participant or Ben-
eficiary to the last known address of the Participant.

(e) The Custodian shall keep such records and shall file with 
the appropriate government agencies, including but not limited 
to the Internal Revenue Service, such reports, returns and other 
information concerning the Account as may be required of it by 
law or regulation. The Custodian may pay such taxes as are owed 
by the Account as an expense of the Account.

(f ) The Custodian may liquidate assets held in an Account to 
make distributions or transfers or pay fees, expenses, liabilities, 
charges or taxes assessed against the Account. If the Custodian must 
liquidate assets and the Participant fails to instruct the Custodian 
as to the liquidation of such assets, assets will be liquidated in the 
following order to the extent held in the Account:

(i)	 Shares held in the Morgan Stanley Liquid Asset Fund, 
Inc. sweep vehicle or other money market mutual fund sweep 
vehicle or assets held in savings accounts.
(ii)	 Amounts held in the Bank Deposit Program sweep vehicle 
or any other sweep vehicle specified pursuant to Section 3.3.
(iii)	Shares held in a money market mutual fund acquired 
through direct purchase.

(iv)	Publicly traded securities in such order as the Custodian 
deems reasonable.
(v)	 Other investments in such order as the Custodian deems 
reasonable.
(vi)	Limited Partnership interests.

6.4 Records and Reports.
(a) The Custodian shall keep accurate records of all contribu-

tions, receipts, investments, distributions, disbursements and other 
transactions of the Account.

(b) Periodically, but not less than each calendar year, and on such 
other dates as may be prescribed by law or regulation, the Custodian 
shall deliver a written Account Statement to the Participant or, if the 
Participant is deceased, the Beneficiary, by mail at the Participant’s 
or Beneficiary’s last known address, electronically (if consented 
to by the Participant or otherwise permitted by law or regulation) 
or by such other means as may be allowed by law, regulation or 
consent of the Participant. Such statement shall reflect:

(i)	 receipts, disbursements and other Account transactions 
during the calendar year (or such other period).
(ii)	 assets and liabilities of the Account as of the last day of 
the calendar year (or such other period).
(iii)	such other information as may be required by law or 
regulation, including but not limited to such information 
concerning required minimum distributions as is prescribed 
by the Commissioner of Internal Revenue.

Unless the Participant or Beneficiary files a written statement of 
exceptions or objections to the statement with the Custodian within 
60 days after the mailing of the statement the Participant shall be 
deemed to have approved such statement and the Custodian shall 
be released from all liability to anyone (including any Participant’s 
spouse or Beneficiary) with respect to all matters set forth in the 
statement. No person other than a Participant, the spouse of a 
Participant or Beneficiary may require an accounting.

(c) The Custodian shall also provide the Participant with sum-
mary descriptions or other reports as may be required under Code 
Section 408(i) or other applicable law.

(d) If an individual retirement arrangement is established by an 
employer or employee association, as described in Section 1.408-
2(c)(3) of the Income Tax Regulations, the Custodian shall maintain 
separate records for the interest of each individual participating 
in the arrangement.

6.5 Right to Request Judicial Assistance. Anything to the 
contrary contained in the Client Agreement regarding arbitration 
notwithstanding, the Custodian shall have the right at any time to 
apply to a court of competent jurisdiction for judicial settlement 
of its accounts or for determination of any questions or construc-
tion that may arise or for instructions. The only necessary party 
defendant to any such action shall be the Participant, or if the Par-
ticipant is deceased, the Beneficiary, but the Custodian may join any 
other person or persons as a party defendant. The costs, including 
attorney’s fees, of any such proceeding shall be charged to the 
Account as an administrative expense under Article X.

6.6 Scope of Custodian’s Duties. The Custodian shall only have 
the duties that are specifically set forth in this Plan. The Custodian 
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shall have no duty to ascertain whether contributions, distributions 
or transfers comply with the Plan or the Code. The Custodian 
shall not make any investments or dispose of any investments held 
in an Account, except upon the direction of the Participant or in 
accordance with Section 6.3(f ). The Custodian shall be under no 
duty to question any such directions, to review any securities or 
other property held in an Account, or to make suggestions to the 
Participant with respect to the investment, retention or disposition 
of any assets held in an Account. The Custodian shall have no duty 
to prosecute or defend any legal action with respect to an Account 
unless the Custodian is fully indemnified to its satisfaction and 
agrees to do so in a writing executed by an authorized representa-
tive of the Custodian.

6.7 Scope of Custodian’s Liability. The Custodian shall not 
be liable for any loss of any kind which may result from any action 
taken by it in accordance with the directions of the Participant or 
the Participant’s duly authorized representative or from any failure 
to act because of the absence of any such directions. The Custodian 
is entitled to act upon any instrument, certificate or form it believes 
is genuine and believes is signed or presented by the proper person 
or persons, and the Custodian need not investigate or inquire as 
to any statement contained in such document but may accept it as 
true and accurate.

6.8 Right to Adjudicate Claims of Multiple Beneficiaries.
Should two or more Beneficiaries of an IRA give conflicting 

instructions or should two or more individuals or entities raise 
conflicting claims that they are each a Beneficiary of an IRA, the 
Custodian is authorized in its sole discretion and without liability 
because of fluctuating market conditions or otherwise to do any one 
or more of the following: (a) select which instructions to follow or 
claims to honor and which to disregard; (b) suspend all activity in 
the IRA, refuse to buy, sell or trade any security or commodity, and 
refuse to disburse any monies or properties, except upon written 
instructions signed by all Beneficiaries or claimants; (c) close the 
IRA and send any and all securities, monies or other property by 
ordinary mail to the owner and address of record, reporting such 
transaction as a distribution to the owner of record; or (d) take 
action pursuant to Section 6.5 above including but not limited to an 
interpleader action in any appropriate court, provided that the filing 
of any action shall not be deemed a waiver of the Custodian’s right 
to arbitrate under the Client Agreement and Section 11.7 below.

Article VII—Duties of the Participant or Beneficiary
7.1 Duties Under the Code. The Participant, or if the Partici-

pant is deceased, the Beneficiary, agrees to fulfill any obligations 
now or hereafter imposed on the Participant or Beneficiary by the 
Code or other applicable law or regulation. To the extent the Cus-
todian performs such obligations at the request of the Participant  
or Beneficiary, the Participant or Beneficiary agrees to pay the 
Custodian such reasonable fee as the Custodian may charge for its 
services. Such fee shall be included with the fees charged pursuant 
to Article X hereof.

7.2 Furnishing Information. The Participant, or if the Participant 
is deceased, the Beneficiary, shall furnish the Custodian with such 
information and documents as the Custodian may reasonably require. 

If the Participant or Beneficiary fails to furnish such information 
or documents the Custodian may, at its sole discretion, terminate 
the Account and distribute to the Participant or Beneficiary, in a 
lump sum payment, an amount equal to the assets in the Account 
less an amount deemed reasonably necessary by the Custodian for 
the payment of all unpaid fees, expenses, charges, taxes or other 
liabilities of the Account, whether or not liquidated.

7.3 Indemnification of Custodian. The Participant, or if 
the Participant is deceased, the Beneficiary, shall indemnify and 
hold the Custodian harmless from any liability which may arise 
hereunder except liability arising from the gross negligence or 
willful misconduct of the Custodian.

Article VIII—Resignation or Removal of Custodian
8.1 Resignation or Removal. The Custodian may resign at any 

time by giving at least 30 days written notice to the Participant, or, 
if the Participant is then deceased, to the Participant’s Beneficiary, 
and may, but is not required to, designate a qualified successor 
Custodian upon such notice of resignation. The appointment of the 
successor Custodian shall become effective at the time the resign-
ing Custodian ceases to act. The Custodian may be removed by a 
Participant (or, if applicable, Participant’s Beneficiary) at any time 
by giving at least 30 days written notice to the Custodian. The notice 
period may be waived by the party entitled to the notice.

8.2 Successor Custodian or Trustee. Upon the resignation 
or removal of the Custodian, the Participant, or the Beneficiary 
if the Participant is deceased, shall either accept the Custodian’s 
appointment of a successor or appoint a successor Custodian. The 
Participant or, if applicable, the Beneficiary, may only designate, as 
successor Custodian, a bank or other person or institution approved 
by the Secretary of the Treasury to hold IRA assets. In the event 
the Custodian resigns and appoints a successor, the Participant’s 
failure to appoint a successor Custodian, on or before the effective 
date of such resignation and appointment (as set forth in the notice 
described in Section 8.1 above), shall constitute the Participant’s 
consent to the successor appointed by the Custodian. The succes-
sor shall have all rights, powers, privileges, liabilities and duties of 
the Custodian. Upon acceptance of appointment by the successor, 
the Custodian shall assign, transfer and deliver to the successor all 
assets and liabilities of the Account. The Custodian is authorized, 
however, to reserve such funds as it deems advisable to provide 
for the payment of expenses, fees, taxes and other liabilities of the 
Account, liquidated or not, then unpaid or to be incurred in con-
nection with the settlement of the Custodian’s Account, and any 
balance remaining after the settlement of its account shall be paid 
to the successor Custodian. If no qualified successor is designated 
by the Custodian or the Participant (or Beneficiary, if applicable) 
within 30 days of the notice of resignation or removal, the Custodian 
may distribute to the Participant (or Beneficiary, if applicable), the 
entire interest in the Account in a lump sum.

8.3 Substitution of Custodian. The Custodian shall substi-
tute another trustee or custodian in place of the Custodian upon 
notification by the Internal Revenue Service that such substitution 
is required because the Custodian has failed to comply with the 
requirements of Section 1.408-2(e) of the Income Tax Regulations, 
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or is not keeping such records, making such returns, or rendering 
such statements as are required by said regulations.

Article IX—Amendment and Termination of the Plan
9.1 Amendment or Termination. The Custodian, or any suc-

cessor custodian or trustee, may amend or terminate this Plan or 
related agreements, including the Adoption Agreement, at any 
time provided that notice of such amendment or termination be 
provided to the Participant in writing. The Participant shall be 
deemed to have consented to any such amendment unless within 
30 days after such notice, the Participant terminates (or transfers) 
his or her account. No such amendment, however, shall deprive any 
Participant, spouse of a Participant or Beneficiary of any benefit to 
which he or she was entitled under the Plan from contributions 
made prior to the amendment, unless the amendment is necessary 
to conform the Plan or related agreements to the current or future 
requirements of the Employee Retirement Income Security Act of 
1974, as amended, the Code or other applicable law, regulation or 
ruling, in which case the Custodian is expressly authorized to make 
amendments that are necessary for such purposes retroactively to 
the later of the effective date of the Plan or the effective date of 
such legal requirements.

9.2 Distribution on Termination. If the Plan is terminated 
for any reason by the Custodian, the Custodian shall distribute the 
balance held in each Account for the benefit of a Participant, spouse 
of a Participant, or Beneficiary to a successor custodian or trustee 
designated by the Custodian, the Participant, the spouse of the 
Participant, or the Beneficiary on whose behalf the Account is held, 
and, if no such successor is designated, in a lump sum directly to the 
individual, provided, however, that the Custodian may exclude from 
any such distribution an amount deemed reasonably necessary by 
the Custodian for the payment of all unpaid fees, expenses, taxes, 
charges and other liabilities of the Account, liquidated or not.

Article X—Fees and Expenses
10.1 Compensation of the Custodian. The Custodian shall 

be entitled to reasonable compensation for its services hereunder 
and to reimbursement for all reasonable expenses incurred in main-
taining the Account. The Custodian shall notify the Participant in 
writing of its fees and of any changes in fees. The Participant and 
the Custodian agree that the Custodian has the absolute right to 
amend, revise or substitute fee schedules identified or referred 
to in the Disclosure Statement, and no amendment, revision or 
substitution of a fee schedule shall be deemed an amendment of 
this Agreement.

10.2 Payment of Fees and Expenses. The Participant is respon-
sible for paying any maintenance, custodial, or related administrative 
charges the Custodian might reasonably require and disclose in 
connection with the process of opening, or maintaining the Account. 
Brokerage fees, commissions and related expenses shall be paid 
in the customary manner. In the event an Account is terminated 
or transferred, a termination or transfer fee shall be due and pay-
able on the date of the termination or transfer. Reimbursement for 
expenses shall be due and payable upon demand. The Custodian 
reserves the right, in its sole discretion, to elect to discount or 

waive certain fees, including but not limited to IRA maintenance 
fees, for certain customers. To effect the payment of fees from an 
Account, the Custodian will liquidate assets in accordance with 
Section 6.3(f ).

10.3 Deduction of Fees and Expenses. Notwithstanding any 
other provisions of this Plan, the Participant’s Account shall be sub-
ject to the reasonable fees, charges and expenses of the Custodian, 
as described in the Plan, the Disclosure Statement, and other fee 
schedules and documentation, as may be amended from time to time. 
The Custodian may deduct from and charge against an Account all 
reasonable fees and expenses incurred in maintaining the Account 
that have not been timely paid by the Participant. The Custodian 
may allocate such fees and expenses among a Participant’s Accounts 
at such time or times and in such a manner as the Custodian, in its 
reasonable discretion, determines. To effect the payment of fees 
and expenses from an Account, the Custodian may liquidate assets 
held in the Account in accordance with Section 6.3(f ).

Article XI—Miscellaneous
11.1 Prohibited Transactions. Notwithstanding anything 

contained herein to the contrary, no Participant, spouse of a Par-
ticipant or Beneficiary shall be entitled to borrow from or use a 
use a Participant’s Account, or any portion thereof, as security for 
a loan, nor shall the Participant, Custodian or any other person or 
institution engage in any prohibited transaction within the meaning 
of Code Section 4975 with respect to any Participant’s Account.

11.2 Prohibition Against Assignment of Benefits. Except 
to the extent otherwise required by law, none of the amounts held 
in an Account on behalf of any Participant, spouse of a Participant 
or Beneficiary shall be subject to the claims of any of their creditors 
nor shall any Participant, spouse of a Participant, or Beneficiary have 
the right to anticipate, sell, pledge, option, encumber, or assign, vol-
untarily or involuntarily, any of the benefits, payments or proceeds 
to which he or she is or may be entitled under the Plan.

11.3 Governing Law. The Plan is intended to qualify as an 
individual retirement account under Code Section 408 and shall be 
governed by and interpreted under the laws of the United States, 
except that, to the extent not preempted by Federal law, the Plan 
and all Accounts established hereunder shall be governed by the 
laws of the State of New York.

11.4 Account Only Source of Benefits. Each Participant, 
spouse of a Participant, or Beneficiary shall look solely to the assets 
of the Account held on his or her behalf for the payment of any 
benefits to which he or she is entitled under this Plan.

11.5 Commingling. The assets of an Account will not be com-
mingled with other property except in a common trust fund or 
common investment fund under Code Section 408(a)(5).

11.6 Exclusive Benefit. This Account is established for the 
exclusive benefit of the Participant or his/her Beneficiary or Ben-
eficiaries. The interest of the Participant in the balance of this 
Account shall at all times be nonforfeitable.

11.7 Arbitration. Any claims or controversies with the Cus-
todian related to this Account are subject to arbitration in accor-
dance with the Client Agreement executed by or on behalf of the 
Participant.
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Morgan Stanley Traditional Ira Disclosure Statement.  
(As of October 1, 2012)
This Disclosure Statement describes the Morgan Stanley IRA 
established under the Morgan Stanley Individual Retirement Plan 
(the “Plan”) and provides an overview of the Federal tax rules that 
apply to IRAs. This Disclosure Statement applies to all Morgan Stanley 
IRAs on and after October 1, 2012. You should carefully review the 
following information, and discuss it with your tax advisor. You may 
also want to review IRS Publication 590 (Individual Retirement 
Arrangements) for further information on IRAs generally.

Morgan Stanley Smith Barney LLC (“Morgan Stanley”) or an 
affiliate or successor of Morgan Stanley will act as “Custodian” 
for your IRA. Effective May 1, 2010, Morgan Stanley Smith Barney 
LLC commenced acting as Custodian of IRAs.

By (i) signing the Adoption Agreement and Client Agreement 
and (ii) making a contribution, you complete Morgan Stanley’s 
requirements to establish an IRA custodied with Morgan Stanley 
and thereby become a “Participant” in the Plan.

You may establish an IRA for yourself or for your spouse provided 
you or your spouse meet the eligibility rules described below and 
you or your spouse are more than 18 years old. The duly authorized 
representatives of certain individuals or their estates may also 
establish an IRA on behalf of such individuals. These representa-
tives include a parent on behalf of a minor child, a legal guardian 
on behalf of an incapacitated adult or minor child, an executor or 
beneficiary of a deceased individual, an attorney-in-fact acting 
under a properly executed power of attorney and an employer who 
must establish an IRA to receive SEP or SAR-SEP contributions 
on behalf of an employee (current or former).

Please read this Disclosure Statement carefully to understand the 
legal requirements and Federal income tax considerations involved 
in maintaining an IRA. Morgan Stanley is required by Federal tax 
rules to provide this information to you. Your Financial Advisor 
or Private Wealth Advisor is available to answer any questions 
you may have. However, Morgan Stanley does not provide legal 
or tax advice. You are responsible for all decisions affecting your 
IRA. Morgan Stanley recommends that you consult your lawyer, 
accountant or other tax advisor if you have questions about the 
legal or tax consequences of your contributions to, investments 
by or distributions from your IRA.

The Morgan Stanley IRA is governed by the written terms of the 
Plan and the Adoption Agreement, both of which are included in 
this account-opening package. In case of a conflict between those 
documents and this Disclosure Statement or any other material 
describing the IRA, the Plan and Adoption Agreement will govern.

Please bear in mind when reading the Disclosure Statement that 
“you” refers to the Participant adopting the Plan and “we” or “us” 
refers to Morgan Stanley Smith Barney LLC as Custodian.

Capitalized terms used in this Disclosure Statement are defined 
either in Section XV below or in Article I of the Plan document.

I. Right of Revocation by Participant
(1) You may adopt an IRA by completing and signing an Adoption 

Agreement and Client Agreement. You have the right to revoke for 
a period of seven days from the earlier of (a) your establishing the 

Plan by signing the Adoption Agreement and Client Agreement or 
(b) funding the Plan.

(2) You may exercise your right to revoke by mailing or person-
ally delivering a written notice of revocation within the seven-day 
period to Morgan Stanley, Retirement Plan Operations, 201 Plaza 
2, 7th Floor Harborside Financial Center, Jersey City, New Jersey 
07311. You will be treated as having revoked your IRA on either:  
(1) the date of the postmark (or if sent by certified or registered mail, 
the date of certification or registration) if you deposit your written 
notice in the United States mail in an envelope, or other appropriate 
wrapper, first class postage prepaid, properly addressed; or (2) the 
date you deliver your notice to a private delivery service recognized 
by the Internal Revenue Service (“IRS”) for filing tax returns. This 
method of determining when you have revoked your IRA, or taken 
some other action described below, is referred to as the “Postmark 
Rule.” Your revocation notice shall not be valid unless received by 
Morgan Stanley, directly or under the Postmark Rule, within the 
seven-day revocation period.

(3) If a material adverse change is made in the Disclosure State-
ment or the Plan while you still have the right to revoke the IRA, 
we will inform you of the change, and you shall be permitted to 
revoke the Agreement for a period of seven days from the date you 
receive notice of the change.

(4) If you revoke your IRA within the allotted time period, we 
will return your entire contribution to your IRA to you without 
adjustment for fees, sales commissions, administrative expenses 
or any fluctuations in market value. Cancellations of your Account 
after that point are subject to the normal adjustments for fees or 
administrative expenses.

(5) If you are eligible to receive contributions under your employer’s 
SEP or SAR-SEP (see VI below) and you have not established an IRA 
to receive such contributions, then your employer may establish an 
IRA on your behalf. In such case, only your employer may revoke 
the account within the seven-day period.

II. Establishing Your Morgan Stanley IRA
(A) Statutory Requirements
An “individual retirement arrangement” or IRA is a custodial 

or trust account established for the exclusive benefit of you or 
your beneficiaries. Federal tax law requires that an IRA must be 
established by a written agreement between you and a qualified 
custodian or trustee and meet the following requirements:

(1) Your contributions must be in cash. Your annual contribu-
tions cannot exceed the sum of (a) the lesser of (i) the Maximum 
Annual Contribution (see Section III (A)(2) below) or (ii) 100% 
of your Compensation, plus (b) if you are age 50 or older, Catch-
Up Contributions described in Section III (A)(3) below. Rollover 
Contributions or transfers described in Section V below and SEP 
or SAR-SEP contributions described in VI below, have separate 
limits that are described in the relevant Section of this Disclosure 
Statement;

(2) Your IRA must be established with a qualified trustee or 
custodian, such as Morgan Stanley Smith Barney LLC, which is an 
organization approved by the IRS to act as a custodian of your IRA;
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(3) Your IRA assets may not be invested in life insurance contracts 
or in collectibles such as art, rugs, antiques, metals, gems, stamps, 
coins, alcoholic beverages or any other tangible personal property 
classified by the Secretary of the Treasury or the Secretary’s del-
egate as a collectible within the meaning of Section 408(m) of the 
Internal Revenue Code (the “Code”) except for certain coins and 
bullion described in Code Section 408(m)(3) (where the Custodian 
has specifically agreed to hold such coins and bullion);

(4) Your interest in your IRA will be nonforfeitable at all times;
(5) Your IRA assets will not be commingled with other property 

except in a common trust or investment fund; and
(6) Your IRA must comply with the minimum distribution require-

ments described in Section IX(C) below, both during your lifetime 
and following your death.

(B) Special Features of Your Morgan Stanley IRA
In addition to the statutory requirements described above, your 

IRA has the following special features:
(1) Investment Direction/Other Information. We will not make 

any investment decisions with respect to your IRA, or otherwise 
act as an investment adviser (as defined under the Investment 
Advisers Act of 1940 (the “Advisers Act”) unless you enter into 
a separate written agreement with us or one of our divisions or 
affiliates for the management of your IRA. (Such agreements and 
relationships are generally characterized as “Managed Accounts” 
elsewhere in this Disclosure Statement). Absent such a separate 
written agreement, you shall direct us with respect to the invest-
ment of all contributions and the earnings therefrom. Investments 
may be made in publicly traded securities, covered listed options, 
certain mutual funds, certain unit trusts, money market instruments 
and funds, certificates of deposit, bank deposits, and certain coins 
and bullion, provided such investments are available for acquisi-
tion in the normal course of Morgan Stanley’s business and have 
been approved by us for IRA investments. We reserve the right to 
decline any investment direction regardless of the nature of the 
security or other property involved in the proposed transaction. 
We will automatically invest any uninvested cash in accounts with 
Morgan Stanley Bank, N.A. or any other banking affiliate of the 
Custodian, in any other sweep investment vehicle specified either 
in the Adoption Agreement or in an agreement applicable to the 
sweep investment vehicle for your Account, or in a sweep invest-
ment vehicle otherwise made available and disclosed to you. The 
Custodian may change the sweep investment vehicle available to 
the Account at any time with notice to you.

(2) Distribution Options. You must notify us, in writing, on a 
form or in such other manner as may be approved by us, as to when 
you wish to receive your benefits and the manner of payment. Your 
payment options are described in Section IX(B) below. See also 
Section IX(A).

(3) Beneficiaries
(a) Who May Be a Beneficiary. You are entitled to designate 
one or more individuals or a trust or other organization as a 
primary and a contingent Beneficiary of your IRA. If you are 
a resident of a community property state, however, you will 
need the written consent of your spouse to terminate your 
spouse’s community property interest in your IRA in order 

to designate a primary Beneficiary other than your spouse. 
After you die, your primary Beneficiary will receive your 
Plan benefits. If your primary Beneficiary dies before you 
do, we will pay your Plan benefits, if any, to your contingent 
Beneficiary. If you do not designate a Beneficiary, or if your 
designated Beneficiary and your contingent Beneficiary, if 
any, die before you or cannot be located, we will pay your 
IRA balance in accordance with the default beneficiary rules 
provided under Section 1.3 of the Plan. In general, these default 
beneficiary designations are as follows: to your surviving 
spouse; if no surviving spouse, to your surviving children in 
equal shares; if no surviving spouse or surviving children, to 
your surviving parents in equal shares; if no surviving parents, 
then to your estate.
(b) Designating and Changing Beneficiaries. You may des-
ignate a Beneficiary in the Adoption Agreement and may 
change your Beneficiary at any time by giving written notice 
to us. We will act upon the last dated, written designation 
received by us prior to your death. We urge you to review and  
renew your Beneficiary designation whenever your fam-
ily circumstances are changed by a life cycle event such  
as marriage, divorce, birth, adoption or death (in addition to 
reviewing the designation when making a will or establishing 
a trust) to assure that we distribute your IRA as you intend.
(c) Disclaimers. Your Beneficiary may elect to disclaim all or 
part of an interest in your IRA and, if they do, subject to the 
tax rules governing minimum distributions, we will pay your 
IRA as if the disclaiming Beneficiary died before you did.
(d) Divorce. If you designate your spouse as a Beneficiary, 
your designation will be automatically cancelled upon the 
dissolution of your marriage by divorce, annulment or other 
legal process under the terms of your IRA. If you want to 
continue to designate your ex-spouse as Beneficiary, you must 
file a new designation form with us, dated after the date of 
the dissolution of your marriage.
(e) Surviving Spouse. If your spouse is the sole Beneficiary of 
your IRA, your spouse may, after your death, name a Beneficiary 
to receive distributions from the IRA following the death of 
your surviving spouse (see Section IX(D)(2)(b) below). If your 
surviving spouse does not designate a Beneficiary before his 
or her death, a Beneficiary will be designated under Section 
1.3 of the Plan.
(f ) Remainder Beneficiary. Your Beneficiary may, after your 
death, name an individual, trust, estate or other entity to 
receive distributions of any balance remaining in your IRA 
after the death of your Beneficiary. Any individual or entity so 
designated will, upon the death of your Beneficiary, become 
the Beneficiary for all purposes except for minimum required 
distributions described in Section IX(C) below. In other words, 
this additional designation may not extend the schedule of 
required minimum distributions established when you attain 
age 70½ or, if sooner, following your death. In the event a 
remainder beneficiary that is not a natural person dies after 
receiving benefits, amounts will be payable to his/her estate 
in a lump sum payment.
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(4) Managed Accounts. In the event you choose to invest in one 
or more managed, or advisory, accounts offered by Morgan Stanley 
at the time you open this IRA, you hereby direct Morgan Stanley 
to open a separate IRA account for each managed account. You  
agree that the terms and the conditions of the IRA Plan, the ben-
eficiary designations, and the Adoption Agreement and Client 
Agreement shall apply to all such accounts on Morgan Stanley’s 
books and records.

(5) Inherited IRAs. If you inherit a Traditional IRA, you are a 
“Beneficiary” rather than a “Participant.” If you inherit a Tradi-
tional IRA from your spouse, you generally have the following three  
choices. You can either (1) treat it as your own IRA by designating 
yourself as the account owner: (2) you can treat it as your own by 
rolling it over into your IRA, or into another eligible retirement 
plan; or (3) you can treat yourself as the beneficiary rather than 
treating the IRA as your own. If you inherited the Traditional IRA 
from your spouse, you can make additional IRA contributions, 
subject to the limitations for such contributions, but will then be 
considered to have chosen to treat the IRA as your own. If you 
inherit a Traditional IRA from anyone other than your deceased 
spouse, you cannot treat the Inherited IRA as your own. This means 
that you cannot make any contributions to the IRA. It also means 
you cannot roll over any amounts into or out of the Inherited IRA. 
However, you can make a trustee-to-trustee transfer between IRAs 
as long as the IRA into which amounts are being moved is set up 
and maintained in the name of the deceased IRA owner for the 
benefit of you as beneficiary.

(6) Other Information
(a) Earnings. The earnings of each separate IRA shall be 
allocated only to that IRA account.
(b) Growth In Value Not Guaranteed. Growth in value of 
your IRA will depend entirely on the investment decisions 
made by you and is neither guaranteed nor protected by  
Morgan Stanley or its affiliates.

III. Traditional IRA Accounts
(A) Contributions
(1) Eligibility to Make Contributions. You may make contribu-

tions to your IRA for any taxable year in which you have received 
Compensation and have not yet attained age 70½.

(2) Maximum Annual Contributions. You may contribute to 
all of your IRAs and, if you are eligible, Roth IRAs, any amount 
you choose up to the lesser of 100% of your Compensation or the 
Maximum Annual Dollar Amount for each year listed below:

Years Maximum Annual Dollar Amount

2008 through 2012 $5,000

For years after 2011, the $5,000 limit is subject to cost-of-living 
adjustments (“COLAs”) determined by the U.S. Treasury. COLAs, 
if any, will be made in $500 increments.

(3) Catch-Up Contributions. If, by December 31st of any taxable 
year, you are age 50 or over, you may make an additional contribution  

(a “Catch-Up Contribution”) to all of your IRAs and, if you are 
eligible, Roth IRA up to the amounts listed below for each year:

Years Catch-Up Contribution

2006 and thereafter $1,000

If you are eligible, any annual contribution you make that exceeds 
your Maximum Annual Contribution will be treated as a Catch-Up 
Contribution (up to the limits described above) unless you elect to 
treat such amounts as an Excess Contribution described in Section 
X(D)(2) below.

(4) Time for Making Contributions. You may establish your 
IRA and make contributions for a taxable year at any time start-
ing on the first day of the taxable year and ending on the day your 
Federal income tax return is due for such year (without regard 
to any extensions). Your IRA will be deemed opened and a con-
tribution made on the date Morgan Stanley has received both 
the signed Adoption Agreement and Client Agreement and the 
contribution. If the agreement or contribution is sent by U.S. 
Mail or private delivery service, your IRA is deemed opened and 
the contribution made using the Postmark Rule described in  
Section I(1) above.

(5) Qualified Reservist Distributions. An individual may 
make a repayment of a Qualified Reservist Distribution during 
the 2-year period beginning on the day after the end of the active 
duty period, even if the repayment would cause the individual’s 
total contributions to be more than the general limits on contri-
butions described above in Section III(A)(2). The total repay-
ments cannot be more than the amount of the Qualified Reservist  
Distribution.

(6) Disaster-Related Distributions. An individual generally may 
make a repayment of a Disaster-Related Distribution to an IRA at 
any time during the 3-year period following the distribution. The 
total repayments cannot be more than the amount of the Disaster-
Related Distribution.

(7) Catch-Up Contributions in Certain Employer Bankrupt-
cies—Pre-2010 Rule. For 2007, 2008 and 2009, an individual who 
participated in a 401(k) plan of an employer who filed for bankruptcy 
would have been able to make an additional contribution of up to 
$3,000 each year to the individual’s Traditional and Roth IRAs if 
certain requirements are satisfied. An individual who made addi-
tional contributions under this rule was not permitted to also make 
Catch-Up Contributions as described above in Section III(A)(3). 
This rule expired after 2009.

(B) Deductibility of Traditional IRA Contributions.
(1) In General. You may fully deduct your Traditional IRA con-

tributions, up to the total of your Maximum Annual Contributions 
(see (A)(2) above) plus any Catch-Up Contributions, if (a) you are 
single and you are not an Active Participant in a Retirement Plan, 
(b) you are married and both you and your spouse are not Active 
Participants in a Retirement Plan, or (c) you are not an Active Partici-
pant in a Retirement Plan and your spouse is an Active Participant, 
but your jointly filed modified adjusted gross income (“MAGI”)  
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for 2012 does not exceed $173,000. If your spouse is an Active  
Participant and you are not, your ability to deduct your Traditional 
IRA contribution for 2012 is phased out ratably if your joint MAGI 
is more than $173,000 but not more than $183,000. For 2012, no 
deduction is permitted if your joint MAGI exceeds $183,000. For 
future years, these dollar amounts will be periodically subject to 
COLAs in increments of $1,000.

(2) Nondeductible Contributions. The amount of your contribu-
tion that is not deductible will be a nondeductible contribution to 
the IRA. You may also choose to make a nondeductible contribution 
even if you could have deducted part or all of the contribution. If 
you make a nondeductible contribution to an IRA, you must report 
the amount of the nondeductible contribution to the IRS on Form 
8606 as part of your tax return for the year. You may make contribu-
tions up to the Maximum Annual Contribution indicated above at 
any time during the year, if your compensation for the year will be 
at least the amount of your contribution without having to know 
how much will be deductible. When you fill out your tax return, 
you may then figure out how much is deductible.

(3) Unrelated Business Taxable Income (“UBTI”). The income 
earned in your IRA is generally exempt from federal income taxes 
and will not be taxed until distributed to you, unless you make an 
investment that results in “unrelated business taxable income” 
(“UBTI”), as defined under the Code. UBTI can result, for example, 
from an investment in a limited partnership interest in a partnership 
that is debt-financed or that actively conducts a trade or business. 
If your IRA derives UBTI which for any year exceeds $1,000, then 
an unrelated business income tax will be due, and a Form 990-T, 
Exempt Organization Business Income Tax Return, must be filed. 
In some cases, quarterly estimated tax must be paid as calculated 
using Form 990-W. You are obligated to notify Morgan Stanley in 
writing if an investment you have directed generates UBTI (includ-
ing but not limited to the name of the investment and the amount 
of the UBTI). You hereby authorize and direct Morgan Stanley to 
make such filings and pay taxes with respect to UBTI as it deems 
appropriate (with the information received or made available by 
Morgan Stanley from you or other sources), and to liquidate assets 
of the Account to pay any such taxes, as this tax is an expense of 
your IRA and must be paid from the assets of your IRA. To the 
extent Morgan Stanley prepares such Form 990-T, Morgan Stanley 
reserves the right to charge you, or your IRA, for the cost of such 
preparation, and for any penalties, interest, losses or expenses 
relating to such taxes and filings.

(4) Active Participants in Retirement Plans. If you are an Active 
Participant in a Retirement Plan you may deduct your Traditional 
IRA contribution if your MAGI is less than the “Applicable Dollar 
Amount” (see charts below). If your MAGI equals or exceeds the 
Applicable Dollar Amount but is less than the Phase Out Amount 
(see chart below) your ability to deduct your Traditional IRA con-
tribution is reduced ratably, but not below $200. If your MAGI 
equals or exceeds the Phase Out Amount you may not deduct 
your Traditional IRA contributions. The MAGI limits for Active 
Participants vary depending upon the tax year and your Federal 
filing status. The charts below illustrate the MAGI limits for each 
filing status.

If you are married and file jointly with your spouse:

Taxable Year Applicable Dollar Amount Phase Out Amount

2011 $90,000 $110,000

2012 $92,000 $112,000

For future years, these dollar amounts will be periodically subject 
to COLAs in increments of $1,000.

If you are single and file using any nonmarried filing status:

Taxable Year Applicable Dollar Amount Phase Out Amount

2011 $56,000 $66,000

2012 $58,000 $68,000

If you are married but file separately, your Applicable Dollar 
Amount is $0 and your Phase Out Amount is $10,000, for all tax years.

(C) Saver’s Credit
The Saver’s Credit is a nonrefundable tax credit available to 

taxpayers whose AGI does not exceed certain limits. The credit is 
equal to a specified percentage of the taxpayer’s eligible contribu-
tions to IRAs or certain employer-sponsored retirement plans for 
the taxable year.

(1) Eligibility. The taxpayer must be age 18 or over before the 
end of the taxable year, may not be a full-time student and cannot 
be claimed as a dependent on another taxpayer’s Federal income 
tax return.

(2) Contributions Eligible for the Saver’s Credit. The maximum 
amount of annual contributions that may be taken into account 
is $2,000. Eligible contributions include annual contributions to 
Traditional and Roth IRAs and salary reduction contributions to 
Code Section 401(k), SIMPLE (IRA or 401(k)), Code Section 403(b), 
governmental Code Section 457 or SAR-SEP plans. Voluntary after-
tax contributions to an employer’s qualified retirement plan or a 
Code Section 403(b) plan are also eligible for the credit.

(3) Reduction of Eligible Contributions. The amount of a taxpayer’s 
eligible contributions for any taxable year will be reduced by any 
taxable distributions received by the taxpayer (or by the taxpayer’s 
spouse if filing a joint return) from an IRA or a plan listed in (C)
(2) above during the taxable year, during the two preceding years 
or during the period from the end of the taxable year until the due 
date (with extensions) of the taxpayer’s Federal income tax return.

(4) Amount of Credit. The Saver’s Credit will be 50%, 20% or 
10% (the “Applicable Percentage”) of eligible contributions based 
upon the taxpayer’s filing status and AGI. For this purpose, you 
should not exclude from your AGI amounts otherwise excluded 
or deducted from your income as foreign-earned income, foreign 
housing costs, income for bona fide residents of American Samoa, 
or income from Puerto Rico. AGI amounts for 2012 are shown on 
the chart below. These amounts will be periodically subject to 
COLAs in increments of $500.
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Please consult your tax advisor on the extent to which the Saver’s 
Credit may be relevant for you given your personal tax situation.

IV. Spousal IRA Contributions
(A) Eligibility and Amount.
(1) Eligibility to Make Spousal IRA Contributions. Even if 

your spouse has no Compensation, or Compensation less than the 
Maximum Annual Contribution (see Section III (A)(2) above), your 
spouse (or you on behalf of your spouse) may make a Traditional 
IRA contribution for any taxable year before your spouse attains age 
70½ if you file a joint Federal income tax return and your spouse’s 
Compensation, if any, is less than yours.

(2) Maximum Annual Spousal IRA Contributions. Contribu-
tions may be made to all of your spouse’s Traditional IRAs and, if 
eligible, Roth IRAs, in any amount as long as total contributions, do 
not exceed the Maximum Annual Contribution described in Section 
III (A)(2) above. For this purpose, Compensation is the aggregate of 
all Compensation reported on your joint Federal income tax return 
for the year of the contributions, reduced by the amount of your 
Traditional and Roth IRA contributions for the same year.

(3) Spousal IRA Catch-Up Contributions. Your spouse (or you on 
your spouse’s behalf ) may make Catch-up Contributions described 
in Section III (A)(3) above, if your spouse meets the eligibility 
requirements set forth in Section III (A)(3) above.

(4) Time for Making Contributions. Spousal IRA contributions 
may be made at the same time and under the same rules as apply to 
Traditional IRA contributions (see Section III (A)(4) above).

(B) Deductibility of Spousal IRA Contributions.
The rules for deducting Spousal IRA contributions are the same 

as for deducting your Traditional IRA contributions (see Section 
III (B) above).

V. Rollovers and Transfers
(A) Rollover Contributions.
(1) Timing and Amount. You may make a Rollover Contribu-

tion to your Morgan Stanley IRA, pursuant to your irrevocable 
election to do so, at any time you receive a distribution from 
an eligible retirement plan (a pension, profit sharing or stock 
bonus plan described in Code Sections 401(a) or 401(k); a Code  

Section 403(a) annuity; a Code Section 403(b) plan; a government’s 
Code Section 457 plan or an IRA (but not a Roth IRA or Education 
Savings Account)) and which:

(i) is completed no later than 60 days after you receive the 
distribution except that a distribution which fails to be a 
Qualified First-time Homebuyer Distribution solely because 
of a delay or cancellation of the purchase or construction of a 
Principal Residence may be rolled over within 120 days after 
the distribution was made;
(ii) consists only of cash or property (of a nature and in a form 
acceptable to Morgan Stanley) received in the distribution, 
or the cash proceeds of the sale of property received from a 
Retirement Plan other than an IRA;
(iii) does not include a required minimum distribution  
amount; and
(iv) if the rollover comes from a Traditional IRA or a  
SIMPLE IRA, no distribution received by you from the 
same IRA within the 12 months ending on the day of the 
most recent distribution was rolled over to a Traditional or 
SIMPLE IRA or an eligible retirement plan. For purposes 
of applying this 12-month rule, rollovers or conversions of 
a Traditional or SIMPLE IRA to Roth IRA and rollovers of 
distributions which fail to be Qualified First-time Homebuyer 
Distributions solely by reason of the delay or cancellation of 
the purchase or construction of a Principal Residence are 
not taken into account and are not themselves subject to the 
12-month rule.

(2) Direct Rollovers from Retirement Plans. We will accept 
in your Morgan Stanley IRA direct rollovers of eligible rollover 
distributions from your employer’s Retirement Plan. Your Financial 
Advisor or Private Wealth Advisor can provide you with the infor-
mation your employer’s plan administrator will need to complete 
a direct rollover.

(3) Direct Rollovers/Transfers by Nonspouse Beneficiaries to 
an Inherited IRA. Distributions from a deceased participant’s Code 
Section 401 (a) plan, Code Section 403 (b) plan, or governmental 
Code Section 457 (b) plan that would satisfy all of the requirements 
for being an eligible rollover distribution but for that the distribution 
would be made to you as a beneficiary who is not the participant  

Adjusted Gross Income

Joint Return Head of Household All Other Applicable Percentage

Over Not Over Over Not Over Over Not Over

$0 $34,500 $0 $25,875 $0 $17,250 50

$34,500 $37,500 $25,875 $28,125 $17,250 $18,750 20

$37,500 $57,500 $28,125 $43,125 $18,750 $28,750 10

$57,500 $43,125 $28,750 0
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or the participant’s spouse can, instead of being paid to you, be 
transferred directly from the plan to an Inherited IRA on your 
behalf. Any check from the plan must be made out to Morgan Stanley 
Smith Barney LLC as IRA custodian for the benefit of, or showing 
in the memo line the names of the decedent and beneficiary, and 
cannot be made payable to the beneficiary directly. Transfers can 
also be made directly electronically from the plan to the Inherited 
IRA. This is known as a “nonspouse” beneficiary direct rollover 
or transfer. Such plans were permitted to make such nonspouse 
beneficiary transfers after 2006, but are required to offer them to 
nonspouse beneficiaries beginning in their 2010 plan year.

The receiving Inherited IRA must be identified and maintained 
as an Inherited IRA and is subject to the minimum required dis-
tribution requirements for a beneficiary. Under those minimum 
required distribution rules, depending on the plan’s provisions, if 
the plan participant died before his or her required beginning date, 
the required minimum distributions for purposes of determining 
the amount eligible for direct transfer with respect to a nonspouse 
beneficiary are determined under either the “5-Year Rule” (gener-
ally, that the entire interest of the employee be distributed within 
5 years after the death of such employee) or the “Life Expectancy 
Rule” (that the amounts generally be distributed over the life of 
or a period not exceeding the life expectancy of the designated 
beneficiary, beginning not later than December 31st of the year 
after the year of the employee’s death). Thus, if the distribution 
from the plan is being made under the 5-Year Rule, for the first 4 
years after the year the employee dies, no amount payable to the 
nonspouse beneficiary is ineligible for direct transfer as a required 
minimum distribution. If the distribution is being made under the 
Life Expectancy Rule, in the year following the year of death and 
each subsequent year, any undistributed required minimum dis-
tribution for the year or prior years cannot be transferred because 
it is ineligible for rollover.

If an employee dies after he or she had commenced distributions 
on or after his or her required beginning date under the plan, for 
the year of the employee’s death, the required minimum distribu-
tion for the employee for the year of the transfer (and any prior 
years not distributed) is not eligible for transfer to an Inherited IRA 
by the designated beneficiary. The plan administrator is respon-
sible for determining the portion of any plan distribution that is 
an “eligible rollover distribution” that can be transferred to the 
Inherited IRA.

After the transfer, the required minimum distribution require-
ments that apply to the Inherited IRA are the same as would have 
applied to the plan. Thus, if the employee died before his or her 
required beginning date and the 5-Year Rule was being applied; the 
5-Year Rule applies for purposes of determining required minimum 
distributions under the Inherited IRA. If, on the other hand, the 
Life Expectancy Rule will be applied, the required minimum dis-
tribution under the inherited must be determined using the same 
applicable distribution period as would have been applied under 
the plan if the direct transfer had not occurred. Similarly, if the 
employee dies on or after his or her required beginning date from 
the plan, the required minimum distribution under the Inherited 
IRA for any year after the year of death must be determined using 

the same applicable distribution period as would have applied under 
the plan if the direct transfer had not occurred. The beneficiary 
is responsible for continuing the appropriate applicable required 
minimum distributions and may want to consult with their personal 
tax advisor. See IX(C) for more information.

(4) Federal Income Tax Considerations.
(i) Rollover Contributions. Your Rollover Contribution is 
excluded from your gross income in the year in which the 
rollover takes place. In other words, any Federal income taxes 
that may become due on your Retirement Plan or IRA distribution 
continue to be deferred as a consequence of the rollover.
(ii) No Penalty Tax. Distributions from a Retirement Plan or 
which you properly roll over are not subject to the penalty tax 
on early distributions (see Section X (D)(1) below).
(iii) Taxation of Distributions. When distributed from 
your IRA, the Rollover Contribution and earnings thereon 
will be taxed as ordinary income (see discussion in Section 
X (A) below).

(B) Direct Transfers.
You may transfer all or a portion of an IRA you maintain with 

another custodian or trustee directly to your Morgan Stanley 
IRA at any time, provided such assets are in a form acceptable to  
Morgan Stanley. At your written request, Morgan Stanley will 
make such a transfer of all or a portion of your IRA to another 
custodian or trustee. You may not, however, transfer to another 
custodian or trustee any minimum distribution amount you are 
required to receive from your IRA on account of your having attained 
age 70½ (see Section IX(C) below) unless you certify in writing 
that you have received your required minimum distribution from  
another IRA.

(C) Transfer Incident to a Divorce.
All or any portion of your IRA assets may be transferred tax-free 

to your spouse or former spouse pursuant to a court-ordered division 
of property, separation or divorce and shall be held as a separate 
IRA for the benefit of your spouse or former spouse. Absent receipt 
of a court order, any such transfer will, however, be subject to the 
normal tax distribution rules, which may result in income tax (and 
potentially excise tax) penalties.

(D) Conversion to a Roth IRA.
You may direct Morgan Stanley to roll over or convert all or a 

portion of your Traditional, SEP or SAR-SEP IRA to a Roth IRA, 
provided, for years prior to 2010, your MAGI for the year of the 
distribution from your IRA does not exceed $100,000 (not counting 
the amount added to your gross income because of the conversion) 
and you are not a married individual filing a separate Federal income 
tax return (unless you have lived separately from your spouse for 
the entire taxable year). You may also convert a SIMPLE IRA to a 
Roth IRA provided two years have passed since you first participated 
in your employer’s SIMPLE Plan. For 2010, these MAGI and filing 
status limits do not apply. The amount converted may include 
nondeductible or after-tax contributions but must exclude any 
required minimum distribution amount described in Section IX(C) 
below. If you convert or roll over your IRA to a Roth IRA, you must 
include in your gross income any amount which would be included 
if it were not part of a rollover contribution (in other words, the 
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amount of your deductible IRA contributions, SEP, SAR‑SEP or 
SIMPLE contributions plus earnings on any contributions which 
are included in the conversion. This amount is known as the 
“taxable conversion amount.” For rollovers and conversions in 
2010, the taxable conversion amount must be included in gross 
income ratably over the two-year period beginning with the first 
tax year beginning in 2011, although a taxpayer may elect to not 
have the two-year spread period apply, and to include the taxable 
portion of a distribution rollover to a Roth IRA in gross income in 
the 2010 tax year (i.e., the year of the distribution). For years after 
2010, the taxable conversion amount must be included in gross 
income for the year of the IRA distribution used for the conversion 
or rollover. The 10% premature penalty tax does not apply to the 
taxable conversion amount.

(E) Recharacterization and Reconversion of 
Contributions.

You (or your executor, administrator or other personal repre-
sentative of your estate) may recharacterize a contribution made 
to a Traditional or a Roth IRA (the “First IRA”) by transferring 
the amount contributed with any allocable earnings to another 
Traditional or Roth IRA (the “Second IRA”). You must give notice 
to the trustee or custodian of both the First and Second IRA that 
you want to transfer and recharacterize your IRA contribution no 
later than the due date, with extensions, of your Federal income 
tax return for the tax year. A contribution that is recharacterized 
is treated as having been originally contributed to the Second IRA 
on the same date and, in the case of a regular or annual contribu-
tion, for the same tax year as the original contribution to the First 
IRA. The recharacterized contribution is reported to the IRS and is 
treated as a contribution to the Second IRA. The recharacterization 
is accomplished by transferring the amount being recharacterized 
(in cash or in kind), adjusted for net gains or net losses, from the 
First IRA to the Second IRA.

Recharacterization is primarily intended to allow you to reverse a 
conversion to a Roth IRA if you realize that your MAGI will exceed 
$100,000 (before 2010) or your account drops in value after the 
conversion. By recharacterizing the Roth IRA contribution as a 
Traditional IRA contribution the transaction will be treated as a 
rollover between two Traditional IRAs for which no income or penalty 
taxes will be due. Congress and the Internal Revenue Service have 
amended the Code and tax regulations to broadly allow the rechar-
acterization of any IRA contribution except for tax-free rollovers 
or transfers of employer contributions (including employee salary 
deferrals) to a SEP, SAR-SEP or SIMPLE Plan (though a rollover 
made in error from a Traditional or Roth IRA to a SIMPLE IRA may 
be recharacterized.) In other words, you may recharacterize all or 
a portion of a contribution. The 12-month limit on IRA rollovers 
does not apply to a recharacterized contribution.

If a Roth IRA conversion is properly recharacterized as an IRA 
contribution, the failed conversion amount is treated as a rollover 
to the IRA, and no income or penalty tax will be due. However, if 
the conversion is not properly recharacterized, it will be treated 
as an annual Roth IRA contribution. Any portion of the conversion  
that exceeds the sum of your Maximum Annual Contribution plus 
any allowable Catch-Up Contributions will be an excess contribution 
subject to the 6% penalty excise tax (see Section X (D)(2) below).

A taxpayer who converts an amount from an IRA to a Roth IRA 
and then transfers that amount back to an IRA by means of a rechar-
acterization may be eligible to convert that amount again to a Roth 
IRA (a “Reconversion”). Pursuant to the rules set forth in Income 
Tax Regulations §1.408A-5 (Q&A-9), the recharacterized amount 
may not be reconverted to a Roth IRA before the later of (i) the 
beginning of the next following taxable year, or (ii) 30 days after the 
date on which the amount was transferred back to the IRA by means 
of the recharacterization. Any amount previously converted must 
be adjusted for subsequent net income to determine the amount 
subject to this limit on subsequent Reconversions. For this purpose, 
a conversion before 2010 which fails (and is subsequently rechar-
acterized) because the Participant’s MAGI exceeds the $100,000 
limit is subject to this limit on Reconversions.

Rollover IRAs that (1) qualify as conduit IRAs under Code Sec-
tion 408(d)(3)(A)(ii), (2) are rolled over or converted to a Roth IRA, 
and (3) are subsequently recharacterized to a Rollover IRA, do not 
lose their status as conduit IRAs solely because of the conversion 
and recharacterization.

A Reconversion will change the taxpayer’s taxable conversion 
amount from the value of the IRA on the date of the last conversion 
to the value of the IRA on the date of the Reconversion. However, a 
Reconversion that exceeds the limits described above (an “excess 
Reconversion”) will not change the taxpayer’s taxable conversion 
amount. Instead, for income tax purposes, the excess Reconver-
sion and the last preceding recharacterization will not be taken 
into account and the taxpayer’s taxable conversion amount will be 
based on the last conversion that was not an excess Reconversion. 
A taxpayer who has made an excess Reconversion has the choice 
of leaving the reconverted amount in the Roth IRA and paying 
taxes based on the value of the IRA distribution used for the last 
“good” conversion (or Reconversion), or recharacterizing the excess 
Reconversion amount as a rollover to a Traditional IRA, deferring 
taxes until a later distribution.

VI. SEP/SAR-SEP Contributions
(A) SEP Contributions.
If your employer (or you, if you are self-employed) adopts a 

Simplified Employee Pension Plan (“SEP”), annual contributions 
of up to the lesser of $50,000 for 2012 or 25% of your Compensa-
tion for the year may be made to a SEP IRA on your behalf. The 
dollar limit is subject to COLAs determined by the U.S. Treasury. 
Should you refuse or for any reason be unable to establish a SEP 
IRA to receive your employer’s contributions, if any, Morgan Stanley 
will allow your employer to establish a SEP IRA on your behalf to 
receive any SEP contributions. Should this happen, the contribu-
tions will be invested in accordance with the provisions of your 
IRA regarding cash balances.

(B) SAR-SEP Contributions.
(1) If your employer (or you, if you are self-employed) established 

a Salary Reduction SEP (“SAR-SEP”) before January 1, 1997, you 
may elect to make salary reduction contributions to your SAR-SEP 
IRA of up to 15% of your Compensation or the Applicable Dollar 
Amount set forth both in Code Section 402(g)(1)(A) ($17,000 for 
2012, subject to COLAs determined by the U.S. Treasury), whichever 
is less. Amounts deferred are excluded from your current year’s 
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Compensation for Federal income tax purposes. In addition, if you 
are age 50 or older by the end of any year, you may make Catch-Up 
Contributions, consisting of additional deferrals that exceed the 
Applicable Deferral Amount. The maximum allowable Catch-Up 
Contribution is $5,500 for 2012, subject to COLAs determined by 
the U.S. Treasury. The SAR-SEP deferral limits are reduced by 
elective deferrals you make for the same year to any 401(k), 403(b), 
SIMPLE or 457 plan. This limit applies even if you work for dif-
ferent employers. SAR-SEP contributions may be further limited 
based upon the percentage of eligible employees who contribute 
and their rates of contribution.

2. While a new SAR-SEP may not be established after 1996, a 
new SAR-SEP may nevertheless be opened, and contributions 
made, with respect to an employee who first becomes eligible for 
SAR-SEP contributions, or first elects to participate in a SAR-SEP, 
after 1996.

(C) Compensation Limit.
The amount of Compensation which may be taken into account 

when calculating contributions to a SEP or SAR-SEP is limited 
to $250,000 for 2012, subject to COLAs determined by the U.S. 
Treasury.

(D) Conversions to Roth IRAs.
SEP and SAR-SEP IRAs may be converted or rolled over to Roth 

IRAs. However, future employer and employee contributions must 
be made to the SEP or SAR-SEP IRA and may not be made to a 
Roth IRA.

VII. Prohibited Contributions
No SIMPLE IRA, Roth IRA or Education Savings Account con-

tributions may be made to your Traditional IRA. You must open 
separate SIMPLE IRAs, Roth IRAs and Education Savings Accounts 
to receive such contributions. You may, however, roll over dis-
tributions from a SIMPLE IRA to your Traditional provided the 
distribution is made more than 2 years after you first participated 
in an employer’s SIMPLE IRA plan.

VIII. Combined Accounts and Special Rollover Rules
(A) In General. Your Morgan Stanley IRA may be used to 

receive two or more types of contributions. These accounts are 
known as “Combined Accounts.” The permitted Combined Accounts 
are Rollover/Traditional, Rollover/SEP and SEP/Traditional. For 
this purpose, a SEP includes a SAR-SEP. In a Combined Account, 
the features and tax consequences of each separate type of IRA 
apply to the contributions made for that IRA. Regardless of the 
title given to your Account, Traditional (including Spousal), SEP, 
SAR-SEP and Rollover Contributions may be made to the same  
Traditional IRA.

(B) Special Rollover Rules. Starting in 2002, if you combine 
Rollover Contributions from an employer-sponsored Retirement 
Plan with any other type of IRA contributions, you will still have 
the ability to roll such contributions from your IRA into another 
employer-sponsored Retirement Plan, a Code Section 403(b) plan 
or a government-sponsored Code Section 457 plan. However, if you 
rolled over to your IRA a lump sum distribution eligible for for-
ward averaging or capital gains treatment, you will lose the ability 

to apply these special tax treatments if you commingle the lump 
sum with any other IRA contributions. To preserve these special 
tax treatments you must contribute the lump sum to a Rollover 
IRA and then roll over a distribution from the Rollover IRA to an 
employer’s qualified retirement plan.

IX. �Distributions from Your Morgan Stanley IRA
(A) In General.
You may take a distribution of all or any portion of your IRA 

at any time. The amount you withdraw and the timing of your 
withdrawal will affect the amount, if any, of Federal income or 
penalty taxes owed as a result of the withdrawal. The Federal tax 
considerations of withdrawing assets from your IRA are discussed 
below in Section X.

(B) Form of Distributions
You (or your Beneficiary if distributions commence after your 

death) may elect to have the balance in your IRA paid, in cash or 
in-kind, as follows:

1. In a lump sum;
2. In equal or substantially equal installments payable at least annu-

ally over a period not extending beyond your life or life expectancy 
or the joint lives or life expectancies of you and your Beneficiary;

3. By purchase of a qualified annuity contract;
4. In monthly, quarterly or annual installments in an amount 

determined by you or your Beneficiary; or
5. Any combination of the above (subject to the requirements 

of the Code).
(C) Required Minimum Distributions.
(1) In General. You must withdraw a minimum amount (the 

“required minimum distribution” or “RMD”) from your IRA for 
each year commencing with the year in which you attain age 70½, 
including the year of the IRA owner’s death. Each such year is 
known as a Distribution Calendar Year or “DCY.” You may delay 
withdrawing your RMD for the year in which you attain age 70½ 
until April 1 of the following year. This is known as your “required 
beginning date” or “RBD.” The RMD for each succeeding year must 
be withdrawn by December 31st of each such year. Please note that 
if you delay your RMD for your first DCY until the next year you 
will have to withdraw amounts equal to two RMDs during your 
second DCY.

(2) RMDs May Be Withdrawn from Any IRA. Your RMD must 
be calculated separately for each IRA you maintain but the aggre-
gate of all your RMDs may be withdrawn from any one or more 
IRAs. For this purpose, you make the calculation for, and you may 
aggregate, each of your Traditional IRAs (including any SIMPLE 
or SEP IRAs) but you exclude any Roth IRAs or Education Savings 
Accounts.

(3) Calculating Your Minimum Required Distribution.
(a) Using the Uniform Table. You calculate your yearly RMD 
by dividing the balance in your IRA as of December 31 of the 
prior year by your life expectancy factor (also referred to as 
an “applicable divisor” or “applicable distribution period” 
in various IRS publications). To find your life expectancy 
factor for a DCY, look on the Uniform Table (also known 
as the “Lifetime Table”), published by the IRS as Table III 
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in Publication 590. The life expectancy factor or applicable 
distribution period will be next to your age as of your birthday 
in the DCY. You must refer back to the Uniform Table each 
year to determine your life expectancy factor using your age 
as of your birthday in that year.

Here is an example of how RMDs are calculated using the 
Uniform Table. Suppose that an IRA owner attains age 70½ 
in 2011, that on his birthday in 2011 the IRA owner is 71 years 
old and that, on December 31, 2010, the IRA owner’s account 
balance was $100,000. The IRA owner’s RMD for the first 
DCY (2011) will be $3,773.58 ($100,000 ÷ life expectancy 
factor at age 71 of 26.5). Continuing with our example, if, 
on December 31, 2011, the IRA account balance is $105,000, 
the RMD for 2012 will be $4,101.56 ($105,000 ÷ age 72 life 
expectancy factor of 25.6).
(b) Calculating RMD with Younger Spouse Beneficiary. If 
the sole primary beneficiary of your IRA for the entire calen-
dar year is your spouse and your spouse is more than 10 years 
younger than you, you may calculate RMDs by using the joint life 
expectancy factor for the ages of you and your spouse as of your 
birthdays in each DCY. You will find your joint life expectancy 
factor (applicable divisor) in Table II in the IRS Supplement 
to Publication 590. You must refer back to this table for the 
joint life expectancy factor for every DCY in which both you 
and your younger spouse are alive. Once you find your joint life 
expectancy factor, you calculate your RMD in the same way as 
described in (a) above for Uniform Table users. This rule may also 
be used if your spouse is the sole beneficiary of a Pass-Through 
Trust described in Section IX (D)(2)(c) below. If your younger 
spouse dies before you or you change your beneficiary for any 
reason, you must use the Uniform Table.

(4) Annuity Contracts In Your IRA. Any annuity contract pur-
chased for you using your IRA’s assets must meet the minimum 
distribution rules that apply to such contracts. These will be different 
from the rules for accounts described in Section IX (D) (3) above.

(5) More Information. Further details about calculating RMDs 
are found in Section 4.4 of the Plan and IRS Publication 590.

(D) Death Benefits
(1) Determining Who the Beneficiary Is for Post-Death RMD 

Purposes. This section (D) sets forth the rules for RMDs paid after 
the death of the IRA owner. RMDs are, in general, based upon the 
life expectancy of a Beneficiary or, in the absence of a Beneficiary, 
either the remaining life expectancy of the IRA owner or the 5-Year 
Rule described in (D)(2)(a)(iv) below. The following is a summary 
of rules for determining who is the Beneficiary for RMD purposes:

(a) Post-death RMDs do not have to begin until December 
31st of the year following the year of the IRA owner’s death. 
In general, the Beneficiary for RMD purposes does not have 
to be determined until September 30 of the year after the 
year of the IRA owner’s death. For Traditional IRAs there is 
an exception to this rule in (C)(3)(b) above where a spouse 
who is more than 10 years younger than the IRA owner must 
be identified by the IRA owner’s RBD;
(b) Any Beneficiary of the IRA, who disclaims his or her 
interest in the IRA or who takes a distribution of his or her 

total interest in the IRA before post-death RMDs must com-
mence, is not taken into account when determining who the 
Beneficiary is for purposes of calculating post-death RMDs.
(c) If there are multiple Beneficiaries, the IRA may be split 
into separate IRAs, one for each Beneficiary, and the RMDs 
calculated separately for each IRA. Notice must be given to 
the custodian no later than September 30 of the year following 
the year of the IRA owner’s death. (See (D)(2)(d)(iv) below).

(2) Death Before Required Beginning Date. If the IRA owner 
dies before his or her RBD, then RMDs are not considered to have 
begun (even if the IRA owner took a distribution for the first DCY) 
and the following rules should be used:

(a) Nonspouse Beneficiary.
(i) When RMDs for Nonspouse Beneficiary Must Begin. 
If a designated Beneficiary is not the IRA owner’s surviving 
spouse (as described in (b)(i) below), the nonspouse Ben-
eficiary must take RMDs until the IRA is exhausted. Unlike 
RMDs each year during the IRA owner’s lifetime, post-death 
RMDs must be calculated and paid separately from each of the 
decedent’s IRAs. The first DCY for a nonspouse Beneficiary 
is the first calendar year after the year of death. The RMD 
must be taken by December 31st of every DCY.
(ii) Calculating RMDs for a Nonspouse Beneficiary. The 
nonspouse Beneficiary calculates RMDs from any DCY by 
dividing the IRA account balance as of December 31st of the 
prior year by a life expectancy factor. The life expectancy fac-
tor (applicable divisor) for the first DCY is found on Table I of 
IRS Publication 590 next to the nonspouse Beneficiary’s age 
as of his or her birthday in the first DCY. For each succeeding 
year, the life expectancy factor will be the prior year’s factor 
minus one. This continues until the life expectancy factor 
is less than one. In that year, the entire remaining balance 
of the IRA must be distributed. This method of distribution 
is often referred to as “nonrecalculation” or “term certain” 
because the Beneficiary’s life expectancy is not recalculated 
each year and the stream of payments may continue even 
after the Beneficiary’s death.
(iii) Death of Nonspouse Beneficiary. If the nonspouse Ben-
eficiary dies before the IRA is exhausted, the term certain 
described in (ii) above may continue to be paid to a Remain-
der Beneficiary or to the Beneficiary’s Estate until the IRA 
is exhausted.
(iv) Alternative Distribution Methods. In lieu of receiving 
term certain payments, the nonspouse Beneficiary may elect 
to take a total distribution of the IRA no later than December 
31st of the fifth year following the year of the IRA owner’s 
death (the “5-Year Rule”) or may take distributions that exhaust 
the IRA at any time before the end of the five years following 
the year of death.
(v) Nonliving Entity (Trust, Estate, Educational Institution). 
If the Beneficiary is a nonliving entity (for example, the IRA 
owner’s estate, a charitable or educational institution or a trust 
that doesn’t qualify as a “Pass-Through Trust” described in 
(c) below) the IRA must be distributed using the Five-Year 
Rule. This rule also applies if the IRA owner dies before the 
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RBD and there is no designated Beneficiary, Morgan Stanley 
IRAs automatically designate a Beneficiary if the IRA owner 
does not (see Section II (B)(3) above or Section 1.3 of the Plan).
(b) Spouse as Sole Beneficiary
(i) When RMDs for a Spouse Beneficiary Must Begin. If 
the owner’s surviving spouse is the sole Beneficiary of the 
IRA, the surviving spouse may elect to commence taking 
RMDs as of the later of December 31 of the (I) year after the 
year of death, or (II) the year in which the IRA owner would 
have attained 70½. If the spouse is not the sole Beneficiary, 
RMDs must begin by December 31st of the year after the year  
of death.
(ii) Calculating RMDs for a Sole, Spouse Beneficiary. Dur-
ing his or her lifetime, post-death RMDs are calculated using 
a life expectancy factor based on the spouse’s actual age as 
of his or her birthday in each DCY. This is known as the 
“recalculation” method of determining RMDs. For this pur-
pose, the surviving spouse uses Table I of IRS Supplement 
to Publication 590. If the surviving spouse dies before the 
IRA is exhausted, the spouse’s Beneficiary may continue to 
receive annual payments from the IRA but must change to 
the nonrecalculating or term certain method. This is done by 
taking the spouse’s life expectancy factor (applicable divisor) 
for the spouse’s year of death and subtracting one for each 
subsequent year until the factor is less than one. The RMD for 
each year is the prior year’s December 31st account balance 
divided by the applicable life expectancy factor. When the 
life expectancy factor for a DCY is less than one, the entire 
IRA must be distributed during that year. If the spouse is not 
the sole Beneficiary, RMDs are calculated using the rules in 
(a) above and (d) below.
(iii) Death of Surviving Spouse Before RMDs Begin. If the 
surviving spouse is the sole Beneficiary and dies before RMDs 
must commence (see (i) above), the IRA is distributed as if 
the spouse were the IRA owner. The spouse’s Beneficiary 
must commence taking RMDs no later than December 31st 
of the year after the year of the spouse’s death using the term 
certain method described in (a)(ii) above. The life expectancy 
factor is determined using the spouse’s age in the year of the 
spouse’s death and subtracting one for each subsequent year. 
If the surviving spouse has remarried, his or her new spouse 
may not use the special rules for surviving spouses set forth 
in this subsection (b) but is, instead, treated as a nonspouse 
Beneficiary of the decedent’s IRA.
(iv) Special Election to Treat Decedent’s IRA as Spouse’s 
IRA. If the IRA owner’s surviving spouse is both the sole 
Beneficiary and has an unlimited right of withdrawal from the 
IRA (this will generally be true except if the spouse is receiving 
IRA payments as beneficiary of a trust), the surviving spouse 
may elect to treat the IRA as the surviving spouse’s IRA. If 
the IRA owner dies before his or her RBD, this special elec-
tion may be made at any time before RMDs must commence 
under (i) above. This special election is automatically deemed 
to have been made if the surviving spouse either (A) fails to 
commence RMDs by the deadline described in (i) above, or 

(B) makes any form of contribution to the IRA. Once this 
election is made the IRA is treated as the Spouse’s IRA for 
all purposes including the RMD rules.
(c) Pass-Through Trust as Beneficiary
(i) Definition of Pass-Through Trust. An IRA owner may 
designate a Pass-Through Trust as primary or contingent 
Beneficiary. To be treated as a Pass-Through Trust, the trust 
must be (A) valid under applicable state law, (B) irrevocable 
no later than the IRA owner’s date of death, (C) have a ben-
eficiary or beneficiaries who are identifiable from the trust 
instrument and (D) the IRA owner or trustee has provided 
the IRA Custodian with either a copy of the trust (and any 
amendments) or a written certification that (A) and (B) are 
true. The written certification must also list each trust ben-
eficiary, his or her share of the IRA and the conditions under 
which the trustee may pay each beneficiary a share of the 
IRA. The IRA owner or trustee must provide the Custodian 
with a new certification if there is a change in the trust that 
would change the original certification. The certification may 
be made at any time from the date the trust is designated as a 
beneficiary until October 31st of the year following the year 
of the IRA owner’s death. Morgan Stanley has a certification 
form for this purpose. A Pass-Through Trust may be any type 
of trust (personal, testamentary, credit shelter, qualified ter-
minable interest, etc.) so long as it satisfies the four criteria 
listed in this paragraph.
(ii) RMD Payments to Pass-Through Trust. RMDs for a 
Pass-Through Trust are calculated as if the Beneficiary of 
the trust was the Beneficiary of the IRA, using the rules for 
nonspouse, spouse, nonliving entity and multiple beneficiaries 
set forth in (a), (b) and (d) of this section or, if the IRA owner 
dies on or after the RBD, in (D)(3) below.

(d) Multiple Beneficiaries
(i) General Rules. If two or more Beneficiaries have a right to 
receive payments from a decedent’s IRA, RMDs must begin 
no later than December 31st of the year after the year of death 
using the life expectancy of the oldest Beneficiary. RMDs 
are calculated under the rules for nonspouse beneficiaries 
set forth in (a) above.
(ii) Special Spouse Rules Do Not Apply. If a surviving spouse 
is one of two or more Beneficiaries of an IRA, the special rules 
for spouses set forth in (b) above do not apply (unless the IRA 
is split into separate accounts as described in (iv) below).
(iii) Nonliving Entity. If any Beneficiary is a nonliving entity 
(other than a Pass-Through Trust described in (c)(i) above), then 
the IRA must be distributed using the 5-Year Rule (unless the IRA 
is split into separate accounts as described in (iv) below).
(iv) Dividing the IRA into Separate Accounts. If the dece-
dent’s IRA is divided into separate accounts (one for each 
Beneficiary) no later than December 31st of the year after 
the year of the IRA owner’s death, each separate account 
will be treated as a separate IRA with a single Beneficiary. 
RMDs will be separately calculated for each IRA using the  
rules applicable to that beneficiary (nonspouse, spouse or 
nonliving entity). If the Beneficiary of a separate IRA is the 
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owner’s surviving spouse, the spouse may apply the rules set 
forth in (b) above to the separate IRA. Morgan Stanley may 
require each beneficiary to submit paperwork opening such 
separate accounts.

(3) Death On or After Required Beginning Date. Once RMDs 
commence during the IRA owner’s lifetime, distributions must con-
tinue to be made every year until the IRA is exhausted. This Section 
summarizes the RMD rules that apply when the IRA owner has 
commenced receiving RMDs but dies before the IRA is exhausted.

(a) Last Year of IRA Owner’s Life. The RMD for the last 
year in which the IRA owner is alive (no matter how short a 
period of time), including the first DCY, must be distributed 
from the IRA using the IRA owner’s life expectancy factor 
determined under Section IX (C)(3) above.
(b) General Rule for Post-Death RMDs. Post-death RMDs 
from IRAs whose owners die on or after their RMDs are 
determined under the same rules as are set forth in (D)(2) 
above for post-death RMDs when IRA owners die before the 
RBD unless one of the exceptions described in (c) or (d) below 
applies. In general, by December 31st of each year after the 
year of death, an RMD must be paid to the Beneficiary using 
the Beneficiary’s life expectancy factor as determined under 
Section IX (D)(2) above.
(c) Exception for Spouse Beneficiary. If the sole Beneficiary 
of the IRA is the IRA owner’s surviving spouse, the spouse 
must continue RMDs starting with the year after year of death. 
If the spouse is eligible to make the special election described 
in (D)(2)(b)(iv) above, the spouse may do so at any time but, 
for the year of the election, must take a distribution of the 
RMD for that year before making the decedent’s IRA into 
the spouse’s IRA.
(d) Exception for Nonliving Entity or No Beneficiary. If the 
Beneficiary is a nonliving entity (other than a Pass-Through 
Trust), if one of multiple Beneficiaries is a nonliving entity 
(other than a Pass-Through Trust) or if there is no designated 
Beneficiary, post-death RMDs are calculated by taking the 
IRA owner’s life expectancy factor for the year of death and 
subtracting one for each subsequent year.

(E) Requesting a Distribution.
You or your Beneficiary may take a distribution by submitting a 

written request to Morgan Stanley, on a form provided by us, and 
by providing any additional information or documents needed 
by Morgan Stanley for proper tax reporting or other regulatory  
purposes.

(F) Tax-Free Charitable Distributions
Congress previously permitted eligible IRA owners age 70½ 

or older to make distributions of up to $100,000 per year directly 
from your IRA to certain charitable organizations without incur-
ring any income tax consequences. The distribution was counted 
for purposes of the RMDs from an IRA, but was not to be included 
in calculating the limitation on charitable deductions in the year 
the donation was made. This provision expired at the end of 2009, 
but was extended by Congress and signed into law on December 
17, 2010 for taxable years beginning after December 31, 2009 and 
before January 1, 2012.

X. Federal Taxation of IRA Distributions
(A) In General.
All amounts distributed or deemed distributed to you from a 

Traditional IRA which are derived from deductible or pre-tax 
contributions (including SEP and SAR-SEP contributions, if any) 
and earnings on contributions (deductible or not) are included in 
your taxable income as ordinary income, and are not eligible for 
capital gains treatment. The special ten-year, “forward income 
averaging treatment accorded eligible lump sum distributions from 
eligible Retirement Plans does not apply to lump sum distributions 
from an IRA.

If you have made any nondeductible contributions to your  
Traditional IRA or rolled over after-tax contributions from a quali-
fied plan, a portion of your distributions from the IRA will be non-
taxable (as a return of your nondeductible contributions) and a 
portion may be taxable (as a return of deductible contributions 
and account earnings, if any).

As noted above, Traditional IRA distributions are not eligible 
for special tax treatment (i.e., forward averaging or capital gains). 
Except for “minimum required distributions” (see Section IX (C) 
above) and “deemed distributions” (see Section X (B) below), taxable 
distributions may be rolled over into another Traditional IRA, an 
employer’s qualified Code Section 401(a) plan, a Code Section 403(a) 
annuity, a Code Section 403(b) plan or a governmental-sponsored 
Code Section 457 plan and defer taxation on the distribution or, 
if you are eligible, roll over your Traditional IRA distribution to a 
Roth IRA (see Section V above), but in such case you will not defer 
the payment of taxes on the distribution.

(B) Deemed Distributions.
(1) The Code Defines Certain Transactions as “Prohibited 

Transactions.” You (or upon your death or certain other circum-
stances, your Beneficiary) are generally considered to be “fiducia-
ries” of your IRA because of your ability to direct the investment 
and transactions within your account. If you or your Beneficiary 
engages in a “prohibited transaction” described in Code Section 
4975(c) with respect to your IRA as a fiduciary of such Account, the 
IRA will become immediately taxable under Code Section 408(e)
(2)(A) on the first day of the taxable year in which the prohibited 
transaction occurs, and your IRA will be treated as having been 
distributed on such day. Both the taxable portion of your IRA as 
of that day and the fair market value of the IRA’s earnings after 
that day will be included in your income for that taxable year. A 
10% penalty tax will be imposed on the amounts included in gross 
income if you have not yet attained age 59½ and no exemption to the 
penalty tax applies. The same consequences apply to your spouse’s 
IRA if your spouse engages in a prohibited transaction with his or 
her own IRA. In general, a “prohibited transaction” means any 
direct or indirect (1) sale or exchange, or leasing, of any property 
between a disqualified person and the IRA; (2) lending of money 
or other extension of credit between a disqualified person and 
the IRA; (3) furnishing of goods, services or facilities between a 
disqualified person and the IRA; (4 ) transfer to or use by or for the 
benefit of a disqualified person of the income or assets of the IRA; 
(5) dealing by the disqualified person who is a fiduciary with the 
assets of the IRA in his own interest or for his own account; or (6) 
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receipt of any consideration for his own personal account by any 
disqualified person who is a fiduciary from any party dealing with 
the IRA in connection with a transaction involving the income or 
assets of the IRA. For this purpose, “disqualified persons” means 
generally the individual for whom the IRA is maintained, such 
individual’s family members, and any person or entity from which 
the IRA participant derives a personal benefit, or a business or other 
entity (such as a trust) in which you have a 50% or greater interest, 
or, if your employer contributes to your IRA, between the IRA and 
your employer or an owner of your employer. If someone other 
than the owner or beneficiary of an IRA engages in a prohibited 
transaction, that person may be liable for certain penalty taxes. In 
general, there is a 15% tax on the amount of the prohibited transac-
tion and a 100% additional tax if the transaction is not corrected.

Examples of prohibited transactions are: borrowing from your 
IRA or “pledging” (guaranteeing) any debt using the assets of your 
IRA; engaging in a cross trade between your nonIRA brokerage 
account and your IRA; investing IRA assets in a residence for per-
sonal use (present or future); selling or leasing property to your 
IRA; or, buying or leasing property from your IRA. The extension of 
credit between the IRA and the Custodian or any of its subsidiaries 
or affiliated companies is also a prohibited transaction.

(2) Pledging IRA Assets—Tax Treatment: If you use all or any 
portion of an IRA as security for a loan, then the portion so used is 
treated as distributed to you and, to the extent such portion is attrib-
utable to deductible contributions and earnings, will be included 
in your income for the taxable year during which you so use the 
IRA. Further, you may be subject to 10% of the amount pledged if 
you pledge your IRA before you attain age 59½.

(3) Collectibles Purchased In the Account: If you use IRA assets 
to acquire “collectibles” such as artworks, rugs, antiques, met-
als, gems, stamps, coins, alcoholic beverages or any other tangible 
personal property classified by the Department of the Treasury 
as a collectible within the meaning of Code Section 408(m), the 
assets so used will be treated as having been distributed to you in 
an amount equal to the cost of the collectibles. There is a limited 
exception to this rule for certain coins and bullion; please confirm 
with your Financial Advisor or Private Wealth Advisor whether or 
not Morgan Stanley currently permits coins and/or bullion to be 
held in your Account.

(C) Federal Income Tax Withholding
We will withhold Federal income tax at the rate of 10% from 

each taxable portion of a distribution from your IRA unless you 
(or your Beneficiary) elect, on a form acceptable to us, not to have 
such amount withheld. Distributions sent to you or your Benefi-
ciary at an address outside of the United States or its possessions 
are subject to withholding.

(D) Federal Penalty Taxes
(1) Penalty Tax on Premature Distributions. A penalty tax of 

an amount equal to 10% of the taxable portion of your IRA distri-
bution (or deemed distribution) is imposed if your distribution is 
made before you attain age 59½ unless it is made for any one of 
the following reasons:

(i) if on account of your death;
(ii) if after you become Disabled;

(iii) if as part of a scheduled series of substantially equal pay-
ments made at least annually until the later of 5 years or your 
attaining age 59½ calculated using the life expectancy of you 
alone or jointly with your Beneficiary;
(iv) if transferred as a Rollover Contribution to another IRA, to 
a Roth IRA or to an eligible retirement plan (a plan established 
under Code Sections 401(a), 401(k), 403(a), 403(b) or 457);
(v) if a Qualified First-time Homebuyer Distribution but not 
in excess of a $10,000 lifetime limit;
(vi) if to pay Qualified Higher Education Expenses;
(vii) if to pay Qualified Medical expenses in excess of 7.5% 
of your AGI;
(viii) if paid to you after separation from employment (or within 
60 days of re-employment) in the same or next succeeding 
taxable year after you have received (or would have received 
but for your self-employment) Federal or state unemployment 
compensation for at least 12 consecutive weeks as a result of 
such unemployment provided the IRA distribution is used to 
pay premiums for health care coverage during such period 
of unemployment;
(ix) if a transfer of an interest in your IRA under a court order 
of divorce, separation or division of property;
(x) if the distribution is a Qualified Reservist Distribution; or
(xi) if the distribution is a Disaster-Related Distribution.

(2) 6% Excise Tax on Excess Contributions. An excise tax  
equal to 6% of any “excess contributions” (except for SEP and 
SAR-SEP contributions) is imposed for the taxable year in which 
such contributions are made and for each later year until the excess 
amount is eliminated under Code Section 4973. For SEPs and  
SAR-SEPs, if your employer (or you, if you are self-employed) con-
tributes an amount to a SEP or SAR-SEP that exceeds allowable 
deduction limits for the employer or you, if applicable, a 10% tax 
will apply to the amount that exceeds those limits under Code 
Section 4979.

An “excess contribution” is the portion of a contribution to your 
IRA in excess of the amount that you may contribute or which 
qualifies for a rollover. If the excess contribution and the earn-
ings thereon are withdrawn prior to the due date for filing your 
Federal income tax return (including any extensions) for the year 
for which the contribution was made, the 6% excise tax will not be 
imposed and the contributions and earnings will be treated as tax-
able income in the year in which you make the excess contribution. 
Any earnings so withdrawn will also be subject to the penalty tax 
on premature distributions unless one of the exceptions to that tax 
applies (see Section X (D) (1) above). If you withdraw the excess 
contribution after your Federal income tax return is due, you do 
not claim a deduction for the excess amount and your aggregate 
contributions did not exceed applicable limits, the 6% penalty tax 
will still be due but the withdrawal will not be treated as a taxable 
distribution in the year it is taken.

On the other hand, if your aggregate contributions exceeded 
applicable limits and you withdraw the excess after your Federal 
income tax return due date, you will owe the 6% penalty tax and 
you must include the withdrawn amount in your taxable income 
for the year of the withdrawal. Such withdrawals are subject to 
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the 10% penalty tax on premature distributions unless another 
exception applies.

(3) 50% Tax on Excess Accumulations. If a required minimum 
distribution described in Section IX (C) above is not made by its 
due date, a 50% excise tax is imposed on the difference between 
the RMD and the amount, if any, actually distributed to you or your 
Beneficiary during the year under Code Section 4974.

(E) Reports to the Internal Revenue Service.
You must file IRS Form 8606 with your Federal income tax return 

for each year for which you make an IRA nondeductible contribu-
tion or receive an IRA distribution part of which is attributable to 
your nondeductible IRA contributions.

You must file IRS Form 5329 with the Internal Revenue Service 
for the taxable year during which you take an IRA distribution that 
is subject to any of the penalty taxes described above.

(F) Internal Revenue Service Approval.
The Morgan Stanley IRA has been approved by the IRS as to 

the form of the Plan only, and does not represent any endorse-
ment or determination of the merits of opening such IRA at  
Morgan Stanley.

(G) Additional Information.
You may obtain further information about the Federal income 

taxation of individual retirement programs from any District  
Office of the Internal Revenue Service, or from the IRS website, 
www.irs.gov. You may want to review Publication 590, Individual 
Retirement Arrangements.

XI. State Tax Rules
Some states and localities may have tax rules differing from the 

Federal rules with respect to IRA accounts. You should consult 
your tax advisor in this regard.

XII. Federal Estate and Gift Tax Rules
Amounts held in your Morgan Stanley IRA are includible in 

your gross estate for Federal estate tax purposes (although IRA 
assets for which a nonestate Beneficiary is selected are not gener-
ally considered to be probate assets in most state jurisdictions). 
Furthermore, post-death distributions to your Beneficiary may 
constitute income in respect of a decedent for income tax purposes. 
For further information about how your IRA account may fit in 
with your estate, consult your estate or tax advisor.

XIII. Client Agreement and Arbitration
The brokerage account components of your IRA are subject to 

the terms and conditions contained in the Client Agreement with 
Morgan Stanley, which include, among other requirements (e.g., 
Patriot Act disclosures), a pre-dispute arbitration provision. Any 
claims or controversies are subject to an arbitration clause as set 
forth in the Client Agreement.

XIV. Additional Financial Information
(A) Account Maintenance and Other Fees
(1) Fee Schedule. A Fee Schedule is provided in Section XVI of 

this Disclosure Statement, listing the account fees described below, 

as well as additional fees that may be assessed against the IRA for 
additional services. This Fee Schedule may be supplemented or 
amended by the Custodian upon notice.

(2) Timing and Payment Methods for the Maintenance Fee. 
The annual maintenance fee shall be charged for any calendar year 
or portion of any calendar year during which you have an IRA with 
us. Fees are due and payable on the following dates: (a) when you 
open your IRA; (b) for subsequent years, annual maintenances 
fees will be due on or after the 10th business day of the quarter- 
ending month on or after your account’s anniversary month (if your 
account remains open on that date); and (c) the day you terminate 
or transfer your IRA.

The maintenance fee due when you open your IRA may be paid 
by means of a check made payable to the Custodian, a written direc-
tion to transfer funds from another Morgan Stanley nonretirement 
account or by directing Morgan Stanley to deduct the fee from funds 
you are transferring or rolling over from an eligible retirement plan 
at another institution. Your annual maintenance fee for subsequent 
years will be automatically debited from the IRA unless you elect 
in writing one of the following methods: (i) payment by means of a 
check made payable to Morgan Stanley or (ii) transfer of funds from 
another eligible Morgan Stanley nonretirement account (if possible) 
and, in the event payment is not made sooner under one of these two 
elections, the annual maintenance fees will be automatically debited 
from the IRA on or after the 10th business day of the quarter-ending 
month on or after your account’s anniversary month. The mainte-
nance fee that may be due upon the termination or transfer of your  
account will be automatically debited from your IRA account 
in addition to the termination or transfer fee. To effect the pay-
ment of fees from an account when the fees are automatically 
debited, Morgan Stanley will liquidate assets in accordance with  
Section 6.3(f ) of the Morgan Stanley Individual Retirement Plan.

(3) Low Balance Household Fee. A Low Balance Household Fee 
will be charged quarterly to Morgan Stanley households which do 
not meet certain criteria. Morgan Stanley reserves the right to waive 
this fee, as described in (d) below. The details of the Low Balance 
Household fee are contained in the Fee Schedule included in this 
Disclosure Statement, as amended from time to time by us. The Fee 
will be charged to only one account in the household. Only Active 
Assets Accounts, Basic Securities Accounts and IRAs (Traditional 
or Roth) can be charged the fee. Your IRA balance will be used to 
determine whether this fee applies and the fee may be deducted 
from your IRA if you do not have enough assets in an Active Assets 
Account or Basic Securities Account to pay the fee.

(4) Fee Waivers. Morgan Stanley may, in its sole discretion, elect 
to discount or waive certain fees, including but not limited to IRA 
account fees, for certain customers. Morgan Stanley reserves the 
right to amend when fees are due and payable. To learn about the 
availability of any fee discounts or waivers, please contact your 
Morgan Stanley Financial Advisor or Private Wealth Advisor.

(B) Other Compensation Earned by Morgan Stanley 
and its Affiliates

(1) Float. The Participant understands that the Custodian may 
retain, as compensation for its provision of services, your Account’s 



traditional ira

35	 morgan stanley | 2012

proportionate share of any interest earned on aggregate cash bal-
ances held by Morgan Stanley or an affiliate with respect to assets 
awaiting investment. Such interest retained by the Custodian shall 
generally be at the prevailing Federal Funds interest rate.

“Assets awaiting investment” for these purposes include: (1) new 
deposits to the Account, including interest and dividends; and (2) 
any uninvested assets held by the Account caused by an instruction 
to the Custodian to purchase and sell securities (which may, after 
the period described below, be automatically swept into a sweep 
vehicle). With respect to such assets awaiting investment: (i) where 
such assets are received by the Custodian on a day on which the 
New York Stock Exchange is open (“Business Day”) and before the 
close of the New York Stock Exchange on that day, such interest 
shall be earned by the Custodian through the end of the following 
Business Day; or (ii) where such assets are received on a Business 
Day but after the close of the New York Stock Exchange on such 
day, or on a day which is not a Business Day, such interest shall 
be earned through the end of the second following Business Day.

(2) Disclosure Regarding Payment for Order Flow and ECNs. 
Morgan Stanley is committed to providing best execution for cus-
tomer orders. In furtherance of this commitment, Morgan Stanley 
considers several factors, including price, the available liquidity 
pool, execution speed, transaction costs, service and opportunities 
for price improvement in determining where to route customer 
orders for execution. Industry regulations require that we disclose 
whether we receive compensation for directing client orders for 
execution to various dealers, exchanges or market centers. This 
compensation is commonly referred to as “payment for order 
flow.” Consistent with these considerations, Morgan Stanley and/
or its affiliates accept benefits that constitute payment for order 
flow. Morgan Stanley routes customer orders to national securi-
ties exchanges, alternative trading systems (“ATSs”), including 
electronic communications networks (“ECNs”), and other mar-
ket centers. Certain market centers offer cash credits for orders 
that provide liquidity to their books and charge explicit fees for 
orders that extract liquidity from their books. From time to time, 
the amounts of credits that Morgan Stanley and/or its affiliates 
receive from one or more of such market centers may exceed the 
amount that is charged. Under these limited circumstances, such 
payments would constitute payment for order flow. Notwithstanding 
the foregoing, Morgan Stanley regularly and rigorously monitors 
the quality of the executions provided by all market centers to 
which customer orders are routed to ensure those market centers 
are providing the best execution reasonably available under the 
circumstances. Additional information regarding these disclosures 
will be provided upon written request and certain order routing 
information is available online at www.morganstanleyindividual.
com/CustomerService/Disclosures/#2.

Morgan Stanley and/or its affiliates have ownership inter-
ests in and/or Board seats on ECNs or other ATSs. In certain 
instances, Morgan Stanley and/or its affiliates may be deemed to 
control one or more of such ECNs or ATSs based on the level of 
such ownership interests and whether Morgan Stanley and/or 
its affiliates are represented on the Board of such ECNs or ATSs.  

Morgan Stanley and/or its affiliates may from time to time, directly 
or indirectly, effect client trades through ECNs or other ATSs in 
which Morgan Stanley and/or its affiliates have or may acquire 
an interest or Board seat, and Morgan Stanley and/or its affiliates 
may thereby receive an indirect economic benefit based upon their 
ownership in the ECNs or other ATSs. Morgan Stanley and/or 
its affiliates will, directly or indirectly, execute through an ECN 
or other ATS in which it has an interest only in situations where 
Morgan Stanley and/or its affiliates, or the broker-dealer through 
whom they are accessing the ECN or ATS, reasonably believes 
such transaction will be in the best interest of its clients and the 
requirements of applicable law have been satisfied.

In particular, pursuant to certain arrangements that were entered 
into in connection with the formation of Morgan Stanley, it is con-
templated that Morgan Stanley, subject at all times to its obliga-
tions to obtain best execution for its customers’ orders, will route 
certain customer order flow to its affiliates, Morgan Stanley & Co. 
LLC and Citigroup Global Markets, Inc. Furthermore, currently, 
Morgan Stanley and/or its affiliates (including affiliates of Mor-
gan Stanley & Co. LLC and Citigroup Global Markets Inc.) own over 
5% of the voting securities of certain ECNs or ATSs, including: (i) 
BATS Trading, Inc., operator of BATS Electronic Trading Network 
(commonly referred to as “BATS”); (ii) the entities that own and 
control the Block Interest Discovery Service (commonly referred 
to as “BIDS”); (iii) LavaFlow Inc.; (iv) EBX Group, LLC; (v) ELX 
Futures Holdings, LLC; (vi) ELX Futures, LP; (vii) The MuniCen-
ter; (viii) Boston Options Exchange, LLC; (ix) FX Alliance Inc.; (x) 
National Securities Exchange; (xi) the entity that owns and controls 
Pure Trading (Canadian Trading and Quotation System Inc., or 
“CNQ”); (xii) Optifreeze (Ballista Securities); (xiii) Liquidity Hub 
Limited; (xiv) NYSE Life US; (xv) OTC DerivNet; (xvi) TradeWeb; 
(xvii) Green Exchange Holdings LLC; and (xviii) MARKIT. Other 
exchanges, ECNs or ATSs on which Morgan Stanley may execute 
trades for client accounts include Archipelago, eSpeed, Instinet, 
NYFIX, Track ECN, BondDesk, ValuBond, and MarketAxe. The 
ECNs and ATSs on which Morgan Stanley trades for client accounts 
and in which Morgan Stanley and/or its affiliates own interests may 
change from time to time. You may contact your Financial Advisor 
or Private Wealth Advisor for an up-to-date list of ECNs and ATSs 
in which Morgan Stanley and/or its affiliates own interests.

(3) Brokerage Expenses. To the extent separately charged (as 
opposed to being included in any Managed Account fee), brokerage 
expenses will be charged against your IRA and will be provided to 
you through securities transaction confirms.

(C) Other Expenses.
Any taxes of any kind which may be imposed with respect to your 

IRA and any reasonable expenses incurred by us in the administra-
tion of your IRA together with any fees referred to above, shall be 
paid by you or, if not timely paid, will be charged against your IRA.

XV. Definitions
Any capitalized term used in this Disclosure Statement that is 

not defined in the text when the term first appears shall have the 
meaning set forth below. Any capitalized term used but not defined 
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in this Disclosure Statement shall have the meaning given to it in 
Article I of the Morgan Stanley IRA document.

1. “Adjusted Gross Income” or “AGI” is your total income less 
certain deductions as shown on your Federal income tax return, 
but modified under Code Section 219(g)(3)(A), by adding in cer-
tain otherwise excludible income and deductions such as foreign 
earned income, adoption assistance or expenses, income from U.S. 
Savings Bonds used to pay Qualified Higher Education Expenses, 
student loan interest and deductible Traditional IRA contributions.

2. “Modified Adjusted Gross Income” or “MAGI” is your AGI 
but does not include a taxable conversion amount or, for taxable 
years after 2004 required minimum distributions. MAGI is used 
to determine your ability to deduct Traditional IRA contributions 
as well as to determine your eligibility to contribute to a Roth IRA.

3. “Disabled” shall mean you are unable to engage in any sub-
stantial gainful activity by reason of any medically determinable 
physical or mental impairment that can be expected to result in 
death or be of long-continued and indefinite duration. Under Code 
Section 72(m)(7) you must, if requested by the IRS, be able to furnish 
proof of your disability in a form and manner acceptable to the IRS.

4. “Qualified First-Time Homebuyer Distribution” shall mean 
any distribution used, within 120 days of the date the distribution is 
received, to pay for the acquisition, construction or reconstruction 
of the principal residence of the Participant, Participant’s spouse or 
the child, grandchild or ancestor of the Participant or Participant’s 
spouse, provided that the individual for whom the principal resi-
dence is acquired or constructed (and the individual’s spouse) had 
no present ownership interest in a principal residence during the 
two-year period ending on the date a binding contract to acquire 
the principal residence was entered into or on which construction 
or reconstruction of the principal residence commenced. The aggre-
gate amount of distributions received by the Participant during the 
Participant’s lifetime which may be treated as Qualified First-time 
Homebuyer Distributions may not exceed $10,000.

5. “Qualified Higher Education Expenses” shall mean tuition, 
fees, books, supplies and equipment required for, and expenses 
for special needs services incurred in connection with, the enroll-
ment or attendance of the Participant, the Participant’s spouse or 
the child (as defined in Code Section 152(f )(1)) or grandchild of 
the Participant or Participant’s spouse, at an eligible educational 
institution (as defined in Code Section 529(e)(5)) reduced, for any 
taxable year, by any amount paid for the benefit of the student con-
sisting of a qualified scholarship, qualified educational assistance 
allowance or similar payment or qualified distributions from a 
qualified tuition program or an Education Savings Account which 
is excludible from gross income under the Code or any other Fed-
eral law. Qualified Higher Education Expenses also include room 
and board for students who are at least half-time up to the greater 
of the educational institution’s allowance for room and board in 
its cost of attendance (as described in Section 472 of the Higher 
Education Act) or the amount actually charged for room and board 
to a student residing in the institution’s housing.

6. “Qualified Medical Expenses” shall mean any amount paid 
for medical care (as defined in Code Section 213(d)) which you 

would be allowed to treat as a deductible medical expense if you 
itemized your deductions for that year. For purposes of exempting 
a distribution from the 10% premature distribution penalty tax, it 
is not required that you actually itemize your deductions for the 
relevant year.

7. “Disaster-Related Distributions” currently include certain 
IRA distributions made before 2007 to individuals who sustained 
economic losses on account of Hurricane Katrina, Rita or Wilma, 
before 2009 to individuals who sustained losses attributable to 
the Kansas storms and tornados of May 4, 2007, and before 2010 
to individuals who sustained losses attributable to certain Mid-
western storms, tornados or flooding in 2008, if certain require-
ments, set forth in Code section 1400Q (a), are satisfied. The total 
of an individual’s Disaster-Related Distributions from all IRAs and 
employer plans is limited to $100,000. Congress may permit other 
Disaster-Related Distributions from time to time.

8. “Qualified Reservist Distribution” shall mean a distribution 
made from an IRA to a member of a reserve component ordered or 
called to active duty after September 11, 2001, if certain requirements 
are met. Under Code section 72(t)(2)(G), the individual must be 
ordered or called to active duty for a period in excess of 179 days 
or for an indefinite period. In addition, the distribution must be 
made during the period beginning on the date of such order or call 
and ending at the close of the active duty period.

XVI. IRA Fee Schedule (Effective April 1, 2012)
This Fee Schedule is part of the Morgan Stanley Individual 

Retirement Plan Document, but may be changed upon notifi-
cation to the Participant in accordance with Article X of the 
Individual Retirement Plan. Morgan Stanley reserves the right, 
in its sole discretion, to elect to discount or waive certain fees, 
including but not limited to Morgan Stanley’s IRA maintenance 
fees, for certain customers. To learn about the availability of any 
fee discounts or waivers, please contact your Morgan Stanley 
Financial Advisor or Private Wealth Advisor.

(A) Account Fees:
Annual Maintenance Fee: $75
Account Termination Fee: $95 per account
Account Transfer Fee: $95 per account
Note: In the event that both the termination and transfer fees 

apply, only the transfer fee will be assessed.
(B) Description of Fees:
(1) Maintenance Fees: The annual maintenance fee shall be 

charged for any calendar year or portion of any calendar year dur-
ing which you have an IRA with us. Maintenance fees are due and 
payable on the following dates: (a) when you open your IRA; (b) 
for subsequent years, annual maintenance fees will be due on or 
after the 10th business day of the quarter-ending month on or 
after your account’s anniversary month (if your IRA remains open 
on that date); and (c) the day you terminate or transfer your IRA.

The maintenance fee due when you establish your IRA may be 
paid by means of a check made payable to the Custodian, a written 
direction to transfer funds from another Morgan Stanley nonretire-
ment account or by directing Morgan Stanley to deduct the fee 
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from funds you are transferring or rolling over from an eligible 
retirement plan at another institution. Your annual maintenance 
fee will be automatically debited from the IRA unless you elect 
in writing one of the following methods: (i) payment by means of 
a check made payable to Morgan Stanley or (ii) transfer of funds 
from another eligible Morgan Stanley nonretirement account (if 
possible) and, in the event payment is not made sooner under one 
of these two elections, the annual maintenance fees will be auto-
matically debited from the IRA on or after the 10th business day of 
the quarter-ending month on or after your account’s anniversary 
month (if your IRA remains open on that date). The maintenance 
fee that may be due upon the termination or transfer of your account 
will be automatically debited from your IRA account. To effect the 
payment of fees from an account when the fees are automatically 
debited, Morgan Stanley will liquidate assets in accordance with 
Section 6.3(f ) of the Morgan Stanley Individual Retirement Plan.

(2) Termination/Transfer Fees: Account termination or transfer 
fees are charged when your IRA is closed. Termination fees are not 
charged if the account is distributed in any year following your 
disability or death or at age 75 or older. The Account Transfer Fee 
will be imposed for any or all account assets transferred from your 
Morgan Stanley IRA to another financial institution. In the event 
that both the termination and transfer fees would apply, only the 
transfer fee will be assessed.

(3) Brokerage/Advisory/Transaction Expenses: Brokerage 
commissions/fees, and other transaction related expenses will be 
charged directly to your IRA. The amount of any advisory or Man-
aged Account fees will be as set forth in the applicable Managed 
Account Agreement.

(C) Low Balance Household Fee:
(1) Currently, a Low Balance Household* Fee of $50 per calendar 

quarter will be charged to households with less than $25,000 in 
Eligible Assets and Liabilities subject to the householding rules 

* A household comprises one or more accounts formally grouped under one 
individual designated as the Head of Household. Certain accounts can be included 
in the household if the account address matches the Head of Household address or 
if the account owner qualifies, based on his/her familial relationship to the Head 
of Household. 

applicable to your account(s).** The fee will be charged to only 
one account in the household. Only Active Assets Accounts, Basic 
Securities Accounts and Morgan Stanley IRAs (Traditional or Roth) 
can be charged the fee.

All accounts within a household will be included in determin-
ing the total household value. Certain qualified plans and other 
accounts may not be eligible for householding with other account 
types. Accounts enrolled in the following services will be reviewed 
to determine whether the low balance threshold has been reached, 
but will not be charged the fee: managed-account programs, Choice 
SelectSM, Stock Option Plans (“SOPs”), Coverdell Education Savings, 
College SAVE 529, SEP, SIMPLE, VIP and RPM accounts.

(2) If there is more than one eligible account in the household 
to be charged, then:

• �Active Assets Accounts (including Business Accounts but 
excluding BusinesScape Accounts) will be charged before 
Basic Securities Accounts:

• Basic Securities Accounts will be charged before IRAs.
• �If there are no Active Assets Accounts or Basic Securities 

Accounts, then IRAs will be charged.
• �Clients new to Morgan Stanley have until one year from the 

date the new household has been established before the Low 
Balance Household Fee is charged.

(D) Other Charges: Please ask your Financial Advisor or Private 
Wealth Advisor for information about other fees that may apply 
to your IRA relating to services that are now, or may be offered in 
the future.

** Eligible Assets and Liabilities refers to certain assets and liabilities that you have 
with the Custodian and may include equities, bonds, CDs, alternative investments, 
unit investment trusts, exchange-traded funds, mutual funds, 529 plans, insurance 
and annuities, as well as outstanding balances on Morgan Stanley Home Loans, also 
known as CreditSource® mortgages and home equity products (if you have consented 
to share this balance information), and margin loans. The Morgan Stanley Home Loans, 
also known as the CreditSource Program, is offered, and residential loans are made, 
by Morgan Stanley Credit Corporation and affiliated companies. Morgan Stanley 
Smith Barney LLC is not the lender. We arrange, but do not make, loans. Not all assets 
and liabilities qualify for the Benefits Programs. Contact your Financial Advisor or 
Private Wealth Advisor for more information regarding householding.
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Morgan Stanley Roth IRA (Effective as of October 1, 2012)
Morgan Stanley Smith Barney LLC (“Morgan Stanley”) hereby 
establishes the Morgan Stanley Roth IRA document for the pur-
pose of establishing and maintaining Roth IRAs described in 
Section 408A of the Internal Revenue Code of 1986, as amended.  
Morgan Stanley Smith Barney LLC or an affiliate of Morgan Stanley 
will act as Custodian of all Roth IRAs established hereunder. The 
Roth IRA consists of the Roth IRA document, and the separate 
Morgan Stanley Adoption Agreement and Morgan Stanley Client 
Agreement (which may be a separate Client Agreement or a com-
ponent of a master brokerage account agreement), each of which 
has been executed by (or on behalf ) of the individual for whom the 
Roth IRA is established (the “Participant”). All such Roth IRAs shall 
be maintained for the exclusive benefit of the individuals for whom 
such Roth IRAs have been established or their Beneficiaries. If this 
is an inherited IRA within the meaning of Code Section 408(d)
(3)(C) maintained for the benefit of a designated Beneficiary of a 
deceased Participant, references in this document to the “Partici-
pant” are to the deceased Participant, unless otherwise provided. 
This Roth IRA document is effective as of October 1, 2012 for all 
Morgan Stanley Roth IRAs regardless of the date the Roth IRA 
was first established.

Article I—Definitions
1.1 “Adoption Agreement” shall mean the agreement signed 

by each individual establishing a Roth IRA.
1.2 “Beneficiary” shall mean the person or persons designated 

by a Participant or the Participant’s surviving spouse, if appropriate, 
to receive any undistributed amount credited to the Participant’s 
Roth IRA at the time of the Participant’s death. The Participant 
may designate one or more Beneficiaries at any time and from time 
to time including one or more contingent Beneficiaries who shall 
receive an interest in the Roth IRA in the manner elected by the 
Participant only if one or more other Beneficiaries predecease the 
Participant, disclaim their interest in the Roth IRA or are otherwise 
disqualified from receiving an interest in the Roth IRA. The general 
requirements for Beneficiaries under this Roth IRA document are 
set forth below.

(a) Non-Person Beneficiaries: A trust, estate, charitable orga-
nization or other entity that is not an individual may be designated 
as a Beneficiary.

(b) Form of Beneficiary Designation/“Default Beneficiaries”: 
No designation of Beneficiary shall be effective until received by the 
Custodian, in writing, in a form acceptable to the Custodian. The 
Custodian shall act upon the last dated and signed designation of 
Beneficiary actually received by the Custodian in an acceptable form 
during the lifetime of the Participant. In the event no designated 
Beneficiary survives the Participant, or if the designated Beneficiary 
cannot be found, or if the Participant fails to designate a Benefi-
ciary, in writing in a form acceptable to the Custodian prior to the 
Participant’s death, the Custodian shall pay death benefits under 
the Roth IRA in accordance with the following default rules:

(i)	 to the surviving spouse of the Participant, if any;
(ii)	 if no surviving spouse, then to the Participant’s surviving 
children (naturally born or legally adopted) in equal shares;

(iii) if no surviving spouse and if no children survive the Par-
ticipant, then to the Participant’s surviving parents in equal 
shares, or 100% to the surviving parent; and
(iv)	if no surviving spouse, no surviving children and if no 
surviving parents of the Participant, then to the personal rep-
resentative of the Participant’s estate, on behalf of the estate.

(c) Beneficiary Disclaimers: A Beneficiary, whether designated 
by the Participant or designated by operation of this Section 1.2, 
may disclaim all or part of the Beneficiary’s interest in the Roth IRA 
by giving written notice of such disclaimer to the Custodian. If the 
Custodian receives a disclaimer that satisfies the requirements of 
Section 4.3(c)(II) below, the Roth IRA shall be distributed as if the 
disclaiming Beneficiary had predeceased the Participant.

(d) Subsequent Designation of Remainder Beneficiary: The 
Beneficiary designated hereunder may, following the death of the 
Participant, establish an Inherited Roth IRA and name an individual, 
trust, estate or other entity to receive any minimum required dis-
tributions under Section 4.3, which are scheduled to be paid after 
the Beneficiary’s death. Upon the death of the original Beneficiary, 
such individual, trust, estate or other entity shall be the Beneficiary 
for all purposes except for the provisions of (i) Section 4.3 relating 
to minimum required distributions, and (ii) 1.2 relating to default 
Beneficiary designations (the limitations of which are described 
in more detail in Section 1.2(g) below).

(e) Community Property State Beneficiary Designations: A 
Participant residing in a community property state who wishes to 
designate a Beneficiary other than the Participant’s spouse must 
obtain the written consent of the spouse to the designation. Such 
consent shall be intended to transmute and voluntarily relinquish 
the spouse’s community property interest in the Participant’s Roth 
IRA. In the event that the Participant’s spouse’s consent is not 
obtained as of the time of the Participant’s death, and the spouse 
asserts a claim to such Participant’s Roth IRA, such Beneficiary 
designation will not be considered by the Custodian to have been 
received in an acceptable form, but only to the extent of such spouse’s 
community property interest (as demonstrated to the Custodian 
by such surviving spouse either through a legal opinion or valid 
court order) and all other elections made on such form will apply. 
In the absence of any conclusive determination presented by the 
Beneficiaries with respect to these matters, the Custodian may take 
such further action including, but not limited to actions described 
in Sections 6.5 and 6.8.

(f ) Effect of Divorce on Beneficiary Designation: If the Partici-
pant has designated his or her spouse as a Beneficiary then, effective 
immediately upon the divorce, annulment or other lawful dissolution 
of their marriage, the designation of the ex-spouse as Beneficiary 
shall be null and void. The Roth IRA will, upon the death of the 
Participant, be distributed as if the ex-spouse had predeceased the 
Participant. If the Participant, whether voluntarily or pursuant to a 
court order or agreement, determines to retain the ex-spouse as a 
Beneficiary, the Participant must submit a new designation of Ben-
eficiary, in an acceptable form, dated after the date of the divorce, 
annulment or other lawful dissolution of the marriage, except to 
the extent a court order might otherwise provide.

(g) Application of Default Beneficiary Provisions—Special 
Circumstances: If the sole Beneficiary of a Roth IRA (including a 
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Roth IRA that has been created by dividing a decedent’s Roth IRA 
into separate Inherited Roth IRAs following the death of the Par-
ticipant) fails to designate a Beneficiary or the Beneficiary cannot 
be found, the default provisions provided in Section 1.2(b) will apply 
for the purposes of determining who is entitled to receive the Roth 
IRA (with the term “Beneficiary” replacing the term “Participant” 
in Section 1.2(b)(i)-(iv)). In the event a remainder Beneficiary that 
is a natural person as described in Section 1.2(d) above dies after 
receiving benefits, amounts will be payable to his/her estate in a 
lump sum payment.

(h) Powers of Appointment: When the Participant is alive, no 
Beneficiary or representative of the Participant may act as the 
Participant to provide directions or instructions with respect to 
the Participant’s Roth IRA, unless authorized to do so in a manner 
acceptable to the Custodian and permitted by law.

1.3 “Catch-Up Contributions” shall mean, in the case of 
a Participant who is 50 or older as of the last day of the year for 
which a contribution is made, the Maximum Annual Contribution 
(as defined in Section 1.7 below) shall be increased by $1,000 for 
any taxable year beginning in 2006 and years thereafter. Catch-Up 
Contributions that may be made by or on behalf of the same Par-
ticipant for any taxable year to a Roth IRA established hereunder 
shall be reduced by the amount of Catch-Up Contributions made 
by or on behalf of the same Participant to any other Roth IRA or 
Traditional IRA for the same taxable year. The Roth IRA shall be 
interpreted to deem any Participant’s contribution that exceeds 
the Maximum Annual Contribution, as defined in Section 1.7, but 
not an amount greater than the dollar amounts set forth in this 
Section 1.4, to be a Catch-Up Contribution unless the Participant 
elects to treat such amount as an Excess Contribution described 
in Section 2.8.

1.4 “Code” shall mean the Internal Revenue Code of 1986, 
as amended.

1.5 “Compensation” shall mean all wages, salaries, professional 
fees or other amounts derived from or received by a Participant 
during the Participant’s taxable year for personal services actually 
rendered during that year, including but not limited to commissions 
paid salesmen, compensation for services on the basis of a percentage 
of profits, commissions on insurance premiums, tips and bonuses 
as well as earned income, as defined in Code Section 401(c)(2), 
exclusive of deductible contributions made to a self-employed retire-
ment plan. For purposes of this definition, Code Section 401(c)(2) 
shall be applied as if the term “trade or business” for purposes of 
Code Section 1402 included service described in Code Section 
1402(c)(6). Compensation shall also include any amount includible 
in a Participant’s gross income under Code Section 71 with respect 
to a divorce or separation instrument described in Code Section 
71(b)(2)(A). Compensation shall not include amounts derived from 
or received as earnings or profits from property (including, but not 
limited to, interest and dividends), amounts received as pensions, 
annuities or deferred compensation or amounts not includible in 
the Participant’s gross income for Federal income tax purposes 
(determined without regard to Code Section 112). In the case of a 
married Participant filing a joint return, the greater Compensation 
of such Participant’s spouse is treated as the Participant’s own Com-
pensation but only to the extent that such spouse’s Compensation 

is not being used for purposes of the spouse making an IRA con-
tribution. The term “Compensation” also includes any differential 
wage payments as defined in Code Section 3401(h)(2).

1.6 “Custodian” shall mean Morgan Stanley Smith Barney LLC, 
a Delaware corporation, or its successor or eligible assignee, or an 
affiliate designated by Morgan Stanley Smith Barney LLC to act as 
Custodian of Roth IRAs established or maintained hereunder. In 
the event that Morgan Stanley Smith Barney LLC is merged with 
an unaffiliated legal entity where Morgan Stanley Smith Barney  
LLC is not the surviving corporation, or if Morgan Stanley 
Smith Barney LLC is acquired, in whole or in part, by another 
unaffiliated legal entity who acquires the custodial IRA business 
of Morgan Stanley Smith Barney LLC, such entity shall become 
Custodian under this document, so long as (a) the terms of such 
operative documents providing for the assumption of the role of 
IRA Custodian by the acquisition or merger specify the assumption 
of the IRA Custodianship and (b) such successor or acquiring entity 
satisfies the requirements under the Code and applicable Federal 
and state law for serving as an IRA Custodian. In the event of an 
internal corporate reorganization of the Morgan Stanley group 
which includes Morgan Stanley Smith Barney LLC and its affili-
ates where Morgan Stanley Smith Barney LLC is not a surviving 
entity but one or more of its affiliates are, any such successor entity 
shall, if otherwise satisfying the requirements under the Code and 
applicable Federal and state law, automatically become Custodian 
of this Roth IRA as of the date of such reorganization. In the event 
that Morgan Stanley Smith Barney LLC shall merge, be acquired, or 
be reorganized and the foregoing provision of this Section 1.6 does 
not provide a successor Custodian to Morgan Stanley Smith Barney 
LLC, the Participant shall appoint a successor Custodian in accor-
dance with Section 8.2.

1.7 “Maximum Annual Contributions” shall mean:
(a) With respect to Roth IRA Contributions made by or on 

behalf of a Participant for a taxable year, an amount that does not 
exceed the lesser of (i) the Code Section 219(b)(5)(C) limits ($5,000 
for any taxable year beginning in 2008 and years thereafter), or  
(ii) 100% of the Participant’s Compensation (or, for Spousal Roth 
IRA Contributions, the aggregate Compensation described in  
Section 2.4 (b) below), reduced by (c) the amount of any contri-
butions made by or on behalf of the Participant (or, in the case of 
Spousal Roth IRA Contributions, the Participant’s spouse) to another 
Roth IRA or to a Traditional IRA for the same taxable year. After 
2008, the dollar amounts set forth in (a) above will be adjusted by 
the Secretary of the Treasury for cost-of-living increases under 
Code Section 219(b)(5)(D). Such adjustments will be in multiples 
of $500.

(b) In the case of an individual who is 50 or older, the annual 
cash contribution limit is increased by $1,000 for any taxable year 
beginning in 2006 and years thereafter. See also Section 1.3 above 
(relating to Catch-Up Contributions generally in the case of an 
individual who is 50 or older.

(c) In addition to the amounts described in Section 1.7 (a) and (b) 
above, an individual may make additional contributions specifically 
authorized by statute—such as repayments of qualified reservist 
distributions, repayments of certain plan distributions made on 
account of a federally declared disaster and certain amounts received 
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in connection with the Exxon Valdez litigation. Contributions may 
be limited under 2.3(b) and 1.7(e) below.

(d) In addition to the amounts described in Section 1.7 (a) and 
(c) above, an individual who was a Participant in a Section 401(k) 
plan of a certain employer in bankruptcy described in Code Sec-
tion 219(b)(5)(C) may contribute up to $3,000 for taxable years 
beginning after 2006 and before 2010 only. An individual who 
makes contributions under this Paragraph (c) may not also make 
contributions under this Section 1.7 (b) and Section 1.3 (relating 
to Catch Up Contributions in the case of an individual who is 50 
or older).

(e) If this is an inherited IRA within the meaning of Section 
408(d)(3)(C), no contributions will be accepted.

1.8 “MAGI” or “Modified AGI” shall mean adjusted gross income 
as reported on an individual’s Federal income tax return but modi-
fied, in accordance with Code Section 408A(c)(3)(C), by subtracting 
Roth IRA conversions and Roth IRA rollovers from qualified plans 
and for taxable years after 2004, minimum required distributions 
under Code Section 401(a)(9)(A) and adding certain otherwise 
excludable income and deductions such as Traditional IRA contribu-
tions, student loan interest deductions, tuition and fee deductions, 
domestic production activities deductions, foreign earned income 
exclusions, foreign housing deductions, or exclusions, employer-
provided, adoption assistance and income from U.S. Savings Bonds 
used to pay qualified higher education expenses.

1.9 “Participant” shall mean an individual establishing a Roth 
IRA or on whose behalf a Roth IRA is established. If a Roth IRA is 
established by an individual on behalf of his or her spouse, “Partici-
pant” shall mean the spouse for whom such Roth IRA is established. 
For purposes of Articles VI through XI, inclusive, if the Participant 
is deceased or if the Participant has authorized a representative, 
in a manner acceptable to the Custodian and permitted by law, to 
provide directions or instructions with respect to the Participant’s 
Roth IRA, the term “Participant” shall also mean Beneficiary or 
such representative.

1.10 “Qualified Rollover Contribution” means a rollover 
contribution of a distribution from an eligible retirement plan 
described in Section 402(c)(8)(B) of the Code. If the distribution 
is from an IRA, the rollover must meet the requirements of Code 
Section 408(d)(3), except the one-rollover-per year rule of Code 
Section 408(d)(3)(B) does not apply if the distribution is from a 
non-Roth IRA. If the distribution is from an eligible retirement 
plan other than an IRA, the rollover must meet the requirements 
of Code Section 402(c), 402(e)(6), 403(a)(4), 403(b)(8), 403(b)(10), 
408(d)(3) or 457(e)(16) as applicable. A Qualified Rollover Contri-
bution also includes (i) and (ii) below.

(i)	 All or part of a military death gratuity or service members’ 
group life insurance (“SGLI”) payment may be contributed 
if the contribution is made within one year of receiving the 
gratuity or payment. Such contributions are disregarded for 
purposes of the one-rollover-per year rule under Code Sec-
tion 408(d)(3)(B).
(ii)	All or part of an airline payment (as defined in Section 
125 of the Worker, Retiree, and Employer Recovery Act of 
2008 (“WRERA”), Pub. L. 110-458) received by certain airline 

employees may be contributed if the contribution is made 
within 180 days of receiving the payment.

1.11 “Roth Conversion IRA” shall mean a Roth IRA established 
for the purpose of holding assets transferred from a Traditional  
or SIMPLE IRA as a rollover or conversion described in Code 
Section 408A(d)(3).

1.12 “Roth IRA” Roth IRA shall mean an IRA described in Code 
Section 408A and shall include a Roth Conversion IRA.

1.13 “Traditional IRA” shall mean an individual retirement 
account or individual retirement annuity described in Code Section 
408(a) or (b), respectively, and shall, where the context so requires, 
include a Traditional IRA, Spousal IRA, SEP IRA, SAR-SEP IRA, 
Rollover IRA or any combination thereof but shall not include a 
SIMPLE, Education or Roth IRA.

Article II—Contributions
2.1 Establishment of Roth IRA. Any eligible individual, the 

spouse of an eligible individual, any individual wishing to make 
a rollover contribution described in Section 2.5 or any individual 
wishing to effect a transfer described in Section 5.1(a), or the duly 
authorized representative of any such individual, may establish 
a Roth IRA by delivering an executed Adoption Agreement and 
Client Agreement to the Custodian. A duly authorized representa-
tive includes a parent, legal guardian, conservator or other court-
appointed representative of a minor child or incapacitated adult, 
an attorney-in-fact acting under a power of attorney, the personal 
representative of a decedent’s estate or the Beneficiary of an indi-
vidual’s interest in an IRA or a retirement plan described in Code 
Sections 401(a), 401(k), 403(a), 403(b) or 457. The Roth IRA shall 
be established when the Custodian accepts the Adoption Agree-
ment. At that time, such individual shall become a Participant and 
shall be bound by all of the terms and conditions of the Roth IRA 
as set forth in this document.

2.2 Revocation of Participation. Any person who establishes 
a Roth IRA pursuant to Section 2.1 above may revoke, without pen-
alty, the Roth IRA at any time within seven days after the earlier 
of the establishment or the purchase of the Roth IRA by notifying 
the Custodian in writing of such revocation.

Upon revocation of a Roth IRA under this Section 2.2, the Cus-
todian shall return the full amount contributed by or on behalf of 
such person together with any fees, charges or expenses paid by 
such person and without regard to any change in market value of 
Roth IRA assets.

2.3 Roth IRA Contributions.
(a) Contributions. Except in the case of a Qualified Rollover 

Contribution (as defined in Section 1.10 above) or a recharacter-
ization, as described in Section 2.5(d) below, a Participant may 
contribute, for any taxable year in which the Participant alone has, 
or the Participant and his or her spouse have, Compensation, (i) 
the Maximum Annual Contribution as defined in Section 1.7 above 
and (ii) if eligible, Catch-Up Contributions as defined in Section 1.3 
above, to all of the Participant’s Roth IRAs, provided the Participant’s 
MAGI does not exceed the limits described in (b) below.

(b) Maximum Annual Contribution Limit. If (i) and/or  
(ii) below apply, the Maximum Annual Contribution and, if eligible, 
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Catch-Up Contributions that can be made to all the Participant’s 
Roth IRAs for a taxable year is the smaller amount determined 
under (i) or (ii).

(i) The Roth IRA Contribution limits are phased out ratably 
between certain levels of MAGI, as defined in Section 1.8 
above, in accordance with the following table:

Federal Income 
Tax Filing Status

Full 
Contribution

Phase-Out 
Range

No 
Contribution

Modified AGI (MAGI)

Single or Head of 
Household

$95,000 
or less

Between $95,000 
and $110,000

$110,000 
or more

Joint Return 
or Qualifying 
Widow(er)

$150,000 
or less

Between 
$150,000 and 
$160,000

$160,000 
or more

Married–Separate 
Return

$0 Between $0 and 
$10,000

$10,000 
or more

If the Participant’s Modified AGI for a taxable year is in the 
Phase-Out Range, the Maximum Annual Contribution deter-
mined under this table for that taxable year is rounded up 
to the next multiple of $10 and is not reduced below $200. 
After 2006, the dollar amounts above will be adjusted by 
the Secretary of the Treasury for cost-of-living increases 
under Code Section 408 (c)(3). Such adjustments will be in 
multiples of $1,000.
(ii) If the Participant makes Contributions to both Roth and 
Non-Roth IRAs for a taxable year, the Maximum Annual 
Contribution and, if eligible, Catch-Up Contributions that 
can be made to all the individual’s Roth IRAs for that taxable 
year are reduced by the annual contributions made to the 
individual’s Non-Roth IRAs for the taxable year. The total of 
all of a Participant’s contributions to all of the Participant’s 
Roth and Non-Roth IRAs for a single taxable year may not 
exceed the Maximum Annual Contribution plus, if eligible, 
the Catch-Up Contribution.

(c) Time for Making Contributions. Contributions to a Roth 
IRA for a Participant’s taxable year may be made at any time and 
from time to time during the period from the first day of the taxable 
year until the date on which the Participant’s Federal income tax 
return is due (not including extensions).

2.4 Spousal Roth IRA Contributions.
(a) Eligibility. A Spousal Roth IRA may be established by or 

for a Participant and contributions (“Spousal Roth IRA Contribu-
tions”) may be made to such Roth IRA for any taxable year, if the 
Participant files a joint Federal income tax return for the taxable 
year for which contributions are to be made and the amount, if any, 
of such Participant’s Compensation includible in such Participant’s 
gross income is less than the Compensation includible in the gross 
income of such Participant’s spouse for such taxable year. Rollover 
Contributions are not subject to this eligibility rule.

(b) Maximum Annual Spousal Roth IRA Contributions. Spou-
sal Roth IRA Contributions may be made in an amount up to the 
Maximum Annual Contribution described in Section 1.7 above plus 

Catch-Up Contributions (if the Participant is eligible) described in 
Section 1.3 above except that for this purpose, Compensation shall 
be the aggregate of all Compensation reported by the Participant and 
the Participant’s spouse on their joint Federal tax return reduced 
by the amount of Roth and Traditional IRA contributions made by 
the Participant’s spouse for such year.

(c) Time for Making Contributions. Spousal Roth IRA Contribu-
tions for a taxable year may be made at any time and from time to 
time during the period from the first day of the taxable year until 
the date on which the Participant’s Federal income tax return is 
due (not including extensions).

2.5 Rollover Contributions.
(a) Rollovers from Roth IRAs. An individual receiving a distri-

bution of all or a portion of the balance of a Roth IRA, as defined in 
Code Section 408A, may make an irrevocable election to contribute 
all or a portion of such distribution to a Roth IRA no later than 60 
days after the distribution is made (120 days if the distribution 
failed to be a qualified first-time homebuyer distribution described 
in Code Section 72(t)(8) solely because of the delay or cancellation 
of the purchase or construction of the residence), provided such 
contribution is a Qualified Rollover Contribution as described in 
Code Section 408(d)(3). For this purpose, the one-rollover per-year 
rule of Code Section 408(d)(3)(B) does not apply if the rollover 
contribution is from an IRA other than a Roth IRA.

(b) Rollovers and Conversions from Traditional and SIMPLE 
IRAs to Roth IRAs. An individual may make a rollover contribu-
tion to a Roth IRA consisting of all or part of a distribution from a 
Traditional IRA or a SIMPLE IRA (after the two-year participation 
requirement is satisfied) provided such contribution is a Qualified 
Rollover Contribution as described in Code Section 408(d)(3), 
meeting all of the following requirements:

(i) If the distribution is made before 2010, the Traditional 
or SIMPLE IRA distribution is made in a taxable year for 
which the individual’s MAGI (whether single or joint) does 
not exceed $100,000.
(ii) If the distribution is made before 2010, the individual is 
not a married taxpayer filing a separate return for the taxable 
year in which the Traditional or SIMPLE IRA distribution 
takes place. For this purpose, a married taxpayer who has 
lived apart from his or her spouse for the entire taxable year 
is treated as single.
(iii) The rollover contribution is made no later than 60 days 
after the Traditional or SIMPLE IRA distribution takes place 
(120 days if the IRA distribution failed to be a qualified first-time 
homebuyer distribution described in Code Section 72(t)(8) 
solely because of the delay or cancellation of the purchase 
or construction of the home).

(c) Conversions. The conversion of a Traditional or SIMPLE 
IRA to a Roth IRA shall be treated as a distribution and a Qualified 
Rollover Contribution to which this Paragraph applies. SEP, SAR-
SEP and SIMPLE IRAs may be rolled over or converted to a Roth 
IRA provided, however, that subsequent employer contributions 
or employee elective deferrals to the SEP, SAR-SEP or SIMPLE 
may only be made to a Non-Roth IRA.

(d) Recharacterization of Contributions. Pursuant to the rules 
set forth in Income Tax Regulations §1.408A-5, a Participant (or 



roth ira

42	 morgan stanley | 2012

a Participant’s executor, administrator, legal guardian or other 
duly authorized representative) may elect to transfer, in whole or 
in part, any contribution made by the Participant to a Traditional 
IRA or a Roth IRA (the “First IRA”) for a taxable year to another 
Traditional IRA or Roth IRA (the “Second IRA”). The Participant, 
for Federal tax purposes, shall treat the transferred contribution 
as having been made to the Second IRA, instead of the First IRA, 
as of the same date and for the same taxable year as the contribu-
tion was made to the First IRA. The Custodian may be Custodian 
of either or both of the First and Second IRA.

The Participant must notify the Custodian of the recharacterization 
and direct the transfer no later than the due date, with extensions, 
of the Participant’s Federal income tax return for the taxable year 
for which the contribution was made to the First IRA. The amount 
that may be recharacterized is the amount contributed to the First 
IRA, adjusted for net income or net losses, either by transferring 
the entire First IRA or pursuant to a calculation under Income Tax 
Regulations §1.408-4(c)(2)(ii). Amounts contributed to the First 
IRA in a tax-free transfer may not be recharacterized except for 
amounts erroneously rolled over or transferred from a Traditional 
IRA to a SIMPLE IRA. Employer contributions (including employee 
elective deferrals) to a SEP, SAR-SEP or SIMPLE may also not be 
recharacterized. However, amounts rolled over or converted from 
a SEP, SAR-SEP or SIMPLE to a Roth IRA may be recharacterized 
back to the SEP, SAR-SEP or SIMPLE IRA, respectively. Amounts 
treated as excess IRA contributions for a prior year and deemed to 
be current-year contributions for purposes of Code Section 4973 
may not be recharacterized.

All recharacterizations in which a Morgan Stanley Traditional 
IRA or Roth IRA is the Second IRA, shall be subject to such mini-
mum balance requirements as may be specified by Morgan Stanley.

(e) Reconversions of Recharacterized Amounts. Pursuant to 
the rules set forth in Income Tax Regulations §1.408A-5 (Q&A9), 
an amount that has been rolled over or converted from a Tradi-
tional IRA or a SIMPLE IRA to a Roth IRA and transferred back 
to a Traditional or SIMPLE IRA by means of a recharacterization, 
may not be reconverted to a Roth IRA before the later of (i) the 
beginning of the next following taxable year, or (ii) 30 days after the 
date on which the amount was transferred back to the Traditional 
or SIMPLE IRA by means of the recharacterization. Any amount 
previously converted must be adjusted for subsequent net income 
to determine the amount subject to this limit on subsequent recon-
versions. For this purpose, a conversion which fails (and is subse-
quently recharacterized) because the Participant’s MAGI exceeds 
the $100,000 applicable before 2010 limit is treated as a conversion 
for the purpose of applying this limit on reconversions.

Rollover IRAs that (1) qualify as conduit IRAs under Code Sec-
tion 408(d)(3)(A)(ii), (2) are rolled over or converted to a Roth IRA, 
and (3) are subsequently recharacterized to a Rollover IRA; do not 
lose their status as conduit IRAs solely because of the conversion 
and recharacterization.

(f ) Valuation of Recharacterized and Reconverted Assets. 
Requests to recharacterize or reconvert an Account will be processed 
as soon as practicable after being received in a form acceptable to 
the Custodian. Due to the volume of such requests and the different  

processes followed to transfer or liquidate different assets held in an 
Account, the recharacterization or reconversion may not begin for 
some period of time and, once begun, may take place in a series of 
transactions over an additional period of time. The value of Account 
assets transferred or liquidated in connection with a recharacteriza-
tion or reconversion will be determined as of the close of business 
on the date of transfer, or, if liquidated, using the liquidation price 
received. Due to market fluctuations, the value of Account assets 
used for income tax reporting purposes or to determine the number 
of shares of a security that must be liquidated and transferred, may 
vary from the value on the date the request is made. Morgan Stanley 
will not be responsible for any market fluctuations that affect the 
Participant’s taxable income or the number of shares of a security 
needed to complete the recharacterization or reconversion.

(g) Rollovers from Designated Roth Accounts under Code 
Section 402A. For taxable years beginning after 2005, a Rollover 
Contribution includes a rollover from a designated Roth account 
described in Code Section 402A. To the extent permitted by the 
Code, an individual receiving an eligible rollover distribution, 
within the meaning of Code Section 402(c)(4), from a designated 
Roth account may make an irrevocable election to contribute all 
or portion of such distribution to a Roth IRA no later than 60 days 
after the distribution is made, or may make a direct rollover from 
a designated Roth account to a Roth IRA.

2.6 Nonforfeitability of Contributions. A Participant’s 
interest in a Roth IRA shall be nonforfeitable at all times.

2.7 Nature of Contributions. Only contributions described 
in Sections 2.3, 2.4 and 2.5, may be made to a Roth IRA. Except in 
the case of a rollover contribution or a conversion described in 
Section 2.5 above, no contributions will be accepted unless they 
are in cash. A rollover contribution or conversion may consist of 
cash and property received by the Participant in a distribution 
described in Section 2.5 provided that such property is of a nature 
and in a form acceptable to the Custodian.

2.8 Excess Contributions. Contributions which do not qualify 
under, or exceed the limits set forth in, Code Sections 408(d)(3) or 
408A, and any earnings on such disqualified or excess contributions, 
calculated under Income Tax Regulations Section 1.408-4 or any 
successor, may be recharacterized under Section 2.5(c) above or 
withdrawn from a Roth IRA upon a request from the Participant to 
the Custodian. Such request shall be in writing in a form acceptable 
to the Custodian or in such other medium as may be acceptable 
to the Custodian.

2.9 Pre-2011 Contributions. Contributions for any taxable 
year beginning before January 1, 2011, including contributions made 
in 2011 for the 2010 taxable year, may be made to a Roth IRA estab-
lished hereunder but shall be made, if at all, pursuant to applicable 
provisions of the Code in effect for such taxable year.

Article III—Investments
3.1 Direction by Participant. Each Participant (or the Partic-

ipant’s duly authorized representative) shall direct the Custodian 
with respect to the investment and reinvestment of the contribu-
tions to the Participant’s Roth IRA and the earnings thereon. Such 
direction shall include investments available for acquisition through 
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the Custodian in its regular course of business and approved by the 
Custodian for investment by Roth IRAs. The Custodian will not have 
discretionary authority or control with respect to the investment 
of the Roth IRA assets, will not provide investment advice that 
will serve as a primary basis for the investment decisions of the 
Participant’s Roth IRA, and will not be deemed a fiduciary of the 
Roth IRA, as such term is defined under Code Section 4975(e)(3) 
or Section 3(21) of the Employee Retirement Income Security Act 
of 1974 (“ERISA”), if applicable. The Custodian is not responsible 
for reviewing the assets in the Participant’s Roth IRA, or for mak-
ing recommendations on acquiring, retaining or selling any assets. 
Uninvested cash, dividends and distributions on shares of mutual 
funds or other investments held in the account that are paid in 
cash will be invested along with other cash balances (see Cash 
Balances, below).

3.2 Delegation of Investment Responsibility. The  
Participant (or the Participant’s duly authorized representative)  
may delegate the authority to invest all or a portion of the Partici-
pant’s Roth IRA to an agent or attorney-in-fact, including but not 
limited to a division or affiliate of the Custodian, by notifying the  
Custodian in writing on a form acceptable to the Custodian of the 
delegation of such investment authority, the name of the person or 
persons to whom such authority is delegated, any limitations upon 
such authority and the assets over which such agent or attorney-
in-fact shall have investment authority. The Custodian shall follow 
the directions of such agent or attorney-in-fact and shall be under 
no duty to review or question any direction, action or failure to  
direct or act of such agent or attorney-in-fact. The Participant 
may revoke the agent’s or attorney-in-fact’s authority at any time 
by notifying the Custodian in writing of such revocation. The 
Custodian shall not be liable in any way for transactions initiated 
prior to receipt of such notice of revocation. The Participant (or 
the Participant’s duly authorized representative) is responsible  
at all times for directing the investment of assets in the  
Roth IRA.

3.3 Cash Balances. The Participant authorizes the deposit or 
investment of cash balances in the Roth IRA in:

(a) deposit accounts with Morgan Stanley Bank, N.A. and or 
any other banking affiliate of the Custodian that bear a reasonable 
rate of interest;

(b) any other sweep investment vehicle specified either in the 
Adoption Agreement or an agreement applicable to the sweep 
investment vehicle for the Roth IRA; or

(c) a sweep investment vehicle otherwise made available to the 
Roth IRA and disclosed to the Participant.

The Custodian may amend this Section 3.3, or change the sweep 
investment vehicle available to the Roth IRA, at any time with 
notice to the Participant.

3.4 Uninvested Cash. The Custodian may hold uninvested cash 
of amounts less than $1.00 in the Participant’s Roth IRA.

3.5 Prohibition on Investment in Life Insurance and 
Collectibles. No portion of a Participant’s Roth IRA may be 
invested in life insurance contracts or in any work of art, rugs, 
antiques, metals, gems, stamps, coins, alcoholic beverages or any 
other tangible personal property classified by the Secretary of the 
Treasury or the Secretary’s delegate as a collectible within the 

meaning of Code Section 408(m), except that Roth IRA assets may 
be used to purchase certain coins and bullion, described in Code 
Section 408(m)(3), if the Custodian agrees to hold such assets 
pursuant to the requirements of Code Section 408(m).

3.6 Morgan Stanley Advisory Services. The Participant 
may enroll the Roth IRA in a Morgan Stanley advisory service, as 
provided under a separate agreement.

Article IV—Distributions
4.1 In General. A Participant (or the Participant’s duly autho-

rized representative) may direct a distribution of all or a portion 
of the Participant’s Roth IRA at any time and from time to time in 
such form and in such manner as is acceptable to the Custodian. A 
distribution shall be made only upon notification to the Custodian 
pursuant to Section 4.4 below.

4.2 Methods of Distribution. Subject to Section 4.3, the 
Participant (or the Participant’s duly authorized representative) 
or, if the Participant is deceased, a Beneficiary, may elect to have 
the balance in the Participant’s Roth IRA distributed in cash or in 
kind as follows:

(a) In a single lump sum payment;
(b) In equal or substantially equal installments at least annually 

over a period not extending beyond the life or life expectancy of the 
Participant or Beneficiary or the joint lives or joint life expectancies 
of the Participant and Beneficiary;

(c) By purchase of an annuity contract satisfying the requirements 
of Code Sections 408(b)(1), (3), and (4) and providing for equal or 
substantially equal payments at least annually over the life or life 
expectancy of the Participant or Beneficiary or the joint lives or 
joint life expectancies of the Participant and Beneficiary;

(d) In monthly, quarterly or annual installments in such amount(s) 
as the Participant or Beneficiary may request; or

(e) Any combination of the above (subject to the requirements 
of the Code).

(f ) Subject to the post-death required minimum distribution 
requirements set forth in Section 4.3 below, unless an annuity contract 
is purchased and distributions have commenced, the Participant 
or Beneficiary may change the method of distribution at any time 
before benefits are completely distributed by filing a new election 
with the Custodian prior to the effective date of the change in 
method of distribution.

4.3 Death Benefits. No amount is required to be distributed 
prior to the death of the individual for whose benefit the account 
was originally established. If this is an inherited IRA within the 
meaning of Code Section 408(d)(3)(C), the preceding sentence 
does not apply.

Notwithstanding any provision of this Roth IRA to the contrary, 
the distribution of the Participant’s interest in the Account shall 
be made in accordance with Code Sections 408(a)(6), as modi-
fied by Code Section 408A(c)(5), and the regulations thereunder, 
the provisions of which are herein incorporated by reference. If 
distributions are made from an annuity contract purchased from 
an insurance company, distributions thereunder must satisfy the 
requirements of Section 1.401(a)(9)-6 of the Income Tax Regula-
tions (taking into account Code Section 408A(c)(5)), rather than 
the distribution rules in this Section 4.3.
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(a) Required Minimum Distribution Requirements. Following 
the Participant’s death, the entire Roth IRA must be distributed to 
the Beneficiary at least as rapidly as follows:

(i) If the designated Beneficiary is someone other than the 
Participant’s surviving spouse, the entire interest will be dis-
tributed, starting by the end of the calendar year following the 
calendar year of the Participant’s death, over the remaining 
life expectancy of the designated Beneficiary, with such life 
expectancy determined using the age of the Beneficiary as 
of his or her birthday in the year following the year of the 
Participant’s death, or, if elected, in accordance with paragraph 
(a)(iii) below. If this is an inherited IRA within the meaning 
of Code Section 408(d)(3)(C) established for the benefit of a 
nonspouse designated Beneficiary by a direct trustee-to-trustee 
transfer from a retirement plan of a deceased individual under 
Code Section 402(c)(11), then, notwithstanding any election 
made by the deceased individual pursuant to the preceding 
sentence, the nonspouse designated Beneficiary may elect 
to have distributions made under this paragraph (a)(i) if the 
transfer is made no later than the end of the year following 
the year of death.
(ii) If the Participant’s sole designated Beneficiary is the Partic-
ipant’s surviving spouse, the entire interest will be distributed, 
starting by either: (A) the end of the calendar year following 
the calendar year of the Participant’s death, or (B) at the elec-
tion of the surviving spouse, the end of the calendar year in 
which the Participant would have attained age 70½, if later. 
Distributions will be made over such spouse’s life expectancy, 
or, if elected, in accordance with paragraph (a)(iii) below. If 
the surviving spouse dies before distributions are required 
to begin, the remaining interest will be distributed, starting 
by the end of the calendar year following the calendar year of 
the spouse’s death, over the spouse’s designated Beneficiary’s 
remaining life expectancy determined using such Beneficiary’s 
age as of his or her birthday in the year following the death 
of the spouse, or, if elected, will be distributed in accordance 
with paragraph (a)(iii) below. If the surviving spouse dies after 
distributions are required to begin, any remaining interest will 
be distributed over the spouse’s remaining life expectancy 
determined using the spouse’s age as of his or her birthday 
in the year of the spouse’s death.
(iii) If there is no designated Beneficiary or, if applicable by 
operation of paragraph (a)(i) or (a)(ii) above, the entire Roth 
IRA will be distributed by the end of the calendar year con-
taining the fifth anniversary of the Participant’s death (or of 
the spouse’s death in the case of the surviving spouse’s death 
before distributions are required to begin).
(iv) The amount to be distributed each year under paragraph 
(a)(i) or (ii) is the quotient obtained by dividing the value 
of the Roth IRA as of the end of the preceding year by the 
remaining life expectancy specified in such paragraph. For 
this purpose, the “value of the Roth IRA” is the fair market 
value of the assets held in the Roth IRA plus the value of any 
outstanding rollover, transfer or recharacterization under 
Q&A-7 and -8 of Section 1.408-8 of the Income Tax Regulations. 
Life expectancy is determined using the Single Life Table in 

Q&A-1 of Section 1.401(a)(9)-9 of the Income Tax Regula-
tions. If distributions are being made to a surviving spouse as 
the sole designated Beneficiary, such spouse’s remaining life 
expectancy for a year is the number in the Single Life Table 
corresponding to such spouse’s age in the year. In all other 
cases, remaining life expectancy for a year is the number in 
the Single Life Table corresponding to the Beneficiary’s age in 
the year in which distributions must begin under paragraph 
(a)(i) or (ii) above, as applicable, and reduced by one for each 
subsequent year.
(v) The required minimum distributions payable to a des-
ignated Beneficiary from this IRA may be withdrawn from 
another IRA the Beneficiary holds from the same decedent 
in accordance with Q&A-9 of Section 1.408-8 of the Income 
Tax Regulations.
(vi) Trust as Beneficiary. If the following requirements are met 
with respect to a trust named as Beneficiary of the Roth IRA, 
then the trust Beneficiaries (and not the trust itself ) will be 
treated as designated Beneficiaries for purposes of determining 
the distribution period under Code Section 401(a)(9):
(A) The trust is valid under state law, or would be but for the 
fact that there is no corpus.
(B) The trust is irrevocable or will, by its terms, become irre-
vocable upon the death of the Participant.
(C) The Beneficiaries of the trust who are Beneficiaries with 
respect to the trust’s interest in the Roth IRA are identifiable 
from the trust instrument within the meaning of Section 
1.401(a)(9)-4, Q&A-1 of the Income Tax Regulations.
(D) The Participant or the Trustee has provided to the Cus-
todian either:
(I) A copy of the trust instrument, and agrees that if the trust 
instrument is amended at any time in the future, the Partici-
pant will, within a reasonable time, provide to the Custodian 
a copy of each such amendment, or
(II) The following documentation:
(aa) A list of all trust Beneficiaries (including contingent and 
remainder Beneficiaries with a description of the conditions on 
their entitlement) for purposes of Code Section 401(a)(9).
(bb) A certification, to the best of the Participant’s knowledge, 
that (aa) is correct and complete, and that the requirements 
of (v)(A), (v)(B), and (v)(C) are satisfied.
(cc) Agreement that, if the trust instrument is amended at 
any time in the future, the Participant will, within a reason-
able time, provide to the Custodian corrected certifications 
to the extent that the amendment changes any information 
previously certified; and agreement to provide a copy of the 
trust instrument to the Custodian upon demand.
(III) The documents described in (I) and (II) above may be 
provided by the Participant or by the Trustee of the trust at 
any time starting with the date on which the trust is desig-
nated as a Beneficiary, but not later than October 31 of the 
year following the year of the Participant’s death.

(b) Surviving Spouse’s Elections. If the sole designated Benefi-
ciary is the Participant’s surviving spouse, such surviving spouse 
may, instead of the elections under (a) above, elect to treat the 
decedent’s Roth IRA as the surviving spouse’s own Roth IRA. This 
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election will be deemed to have been made if such surviving spouse 
makes a rollover contribution to or from the Roth IRA, or fails to 
elect a method of distribution within the time periods allowed by 
subparagraphs (a)(i) and (ii) above.

(c) Determination of Designated Beneficiary. Under Code 
Section 401(a)(9)(E) and Section 1.401(a)(9)-4 of the Income Tax 
Regulations, the term “Designated Beneficiary” refers to an individual 
or individuals designated as the Beneficiary or Beneficiaries by the 
Participant or by operation of this agreement, as of the Participant’s 
date of death, who remain Beneficiaries as of September 30 of the 
calendar year following the calendar year of the Participant’s date 
of death. Any person who was a Beneficiary as of the date of the 
Participant’s death, but is not a Beneficiary as of that September 
30 (e.g., because the person receives the entire benefit to which 
the person is entitled before that September 30), is not taken into 
account in determining the Participant’s designated Beneficiary 
for purposes of determining the distribution period for required 
minimum distributions after the Participant’s death.

(I) Death of Beneficiary Prior to September 30. If an indi-
vidual who is a Beneficiary as of the date of the Participant’s 
death dies during the period between the Participant’s date 
of death and September 30 of the year following the year 
of the Participant’s death without having disclaimed his or 
her interest, that individual continues to be treated as the 
Designated Beneficiary for purposes of determining the dis-
tribution period.
(II) Disclaimer by Beneficiary Prior to September 30. If a 
Beneficiary disclaims his or her interest prior to September 
30 of the year following the year of the Participant’s death, 
the disclaimant is not taken into account in determining the 
employee’s Designated Beneficiary, provided the disclaimer 
satisfies Code Section 2518.
(III) Multiple Beneficiaries:

(A) General Rule. If more than one individual is designated as a 
Beneficiary as of the applicable date for determining the Designated 
Beneficiary under A-4 of 1.401(a)(9)-4, the Designated Beneficiary 
with the shortest life expectancy will be the Designated Beneficiary 
for purposes of determining the applicable distribution period.

(B) Separate Accounts. If separate accounts are established with 
respect to multiple Beneficiaries, each Beneficiary may determine 
his or her required minimum distribution based upon his or her 
individual life expectancy as opposed to using the life expectancy of 
the Beneficiary whose life expectancy is shortest. Separate accounts 
can be established at any time, either before or after the Participant’s 
required beginning date. However, the applicable distribution period 
for each such separate account is determined disregarding the 
other Beneficiaries of the Participant’s benefit only if the separate 
account is established on a date no later than the last day of the year 
following the calendar year of the Participant’s death.

The separate accounts will be recognized for required mini-
mum distribution purposes only after the later of the year of the 
Participant’s death (whether before or after the required beginning 
date) and the year the separate accounts are established. If separate 
accounts are established, the separate accounting must allocate 
all post-death investment gains or losses for the period prior to 
the establishment of the separate accounts on a pro rata basis in 

a reasonable and consistent basis among the separate accounts 
for the different Beneficiaries. The separate accounting must also 
allocate any post-death distributions to the separate account of the 
Beneficiary receiving such distributions.

(C) Notice to Custodian. By September 30 of the year follow-
ing the calendar year of the Participant’s death, the Custodian 
must receive notice of the names of the Designated Beneficiaries 
as well as notice of any separate accounts to be established for 
such Beneficiaries.

(d) Notwithstanding anything contained herein to the contrary, 
this Section 4.3 is intended to and shall be interpreted in a manner 
consistent with the minimum distribution requirements that apply 
to Roth IRAs under Code Section 408A(c)(5).

4.4 Directions to Custodian. All directions to the Custodian 
for the distribution of property held in a Roth IRA must be in writing 
on a form acceptable to the Custodian or in such other medium as 
shall be acceptable to the Custodian. Such directions shall include, 
but not be limited to, an identification of the Roth IRA, the amount 
of cash or specific securities or other property to be distributed, the 
order in which securities or other property held in the Roth IRA 
shall be liquidated, if necessary, the nature or purpose of the distri-
bution, the party to whom the distribution shall be made, whether 
income taxes are to be withheld and such other representations or 
facts as the Custodian may reasonably require.

4.5 Effect of Distribution. The Custodian shall have no 
obligation to determine whether a distribution from the Roth IRA 
is permissible under the Code or any other applicable law. The Cus-
todian may reasonably rely on a representation by the Participant 
or Beneficiary that a distribution is so permitted. The Custodian 
may reasonably rely on directions from the Beneficiary or a duly 
authorized representative of the Beneficiary with respect to the 
amount and timing of death benefit distributions. The Custodian 
shall be entitled to withhold from delivery and to reserve such 
property as it deems reasonably necessary for the payment of all 
of its unpaid fees and other expenses and/or for the payment of 
any other liability or charge against the Roth IRA. The Custodian 
shall not be liable for distributed Roth IRA assets removed from 
the Roth IRA at the direction of the Participant, Beneficiary, the 
duly authorized representative of either, or a court or government 
agency of competent jurisdiction.

Article V—Transfers
5.1 In General. Cash, securities or other property may be trans-

ferred to or from a Roth IRA as follows:
(a) Cash, securities or other property held on the Participant’s 

or Beneficiary’s behalf by the Custodian or trustee of another Roth 
IRA described in Code Section 408A may be transferred to the 
Custodian and held in a Roth IRA for the benefit of the Participant 
or Beneficiary but only to the extent that such cash, securities or 
other property meets the Custodian’s requirements with respect 
to the administrative feasibility of accepting such transfers. The 
Custodian is not obligated to accept (and may reject or refuse) 
any transfer.

(b) Upon the direction of the Participant, Beneficiary or duly 
authorized representative of either, made in writing in a form accept-
able to the Custodian, or such other medium as may be acceptable 
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to the Custodian, the Custodian shall transfer cash, securities or 
other property held in the Participant’s Roth IRA to the trustee or 
Custodian of a Roth IRA described in Code Section 408A.

(c) A Participant may, upon written direction to the Custodian accom-
panied by a copy of the decree or instrument described herein, transfer 
all or any part of the Participant’s Roth IRA to a spouse or former spouse 
under a decree of divorce or separate maintenance or an instrument 
incident thereto as described in Code Section 71(b)(2)(A).

5.2 Effect of Transfer. Upon receipt of a proper direction 
to transfer all or part of the property held in a Roth IRA, the Cus-
todian shall act upon such direction within a reasonable period 
to the extent reasonably possible. The Custodian shall be entitled 
to withhold and reserve such cash or property from such transfer 
as the Custodian deems reasonably necessary for the payment of 
all of its unpaid fees and other expenses and/or for the payment 
of any other liability or charge against the Roth IRA. The Custo-
dian shall have no obligation to ascertain whether any transfer 
made under this Article is permissible under the Code or any other 
applicable law and may reasonably rely upon any representation 
by the Participant or Beneficiary that the transfer does not violate 
the terms of the Code or any other applicable law. The Custodian 
shall not be liable for transferred Roth IRA assets removed from 
the Roth IRA at the direction of the Participant, Beneficiary, the 
duly authorized representative of either or a court or government 
agency of competent jurisdiction.

Article VI—Power, Duties and Obligations of Custodian
6.1 No Investment Discretion. Except as otherwise agreed 

in writing between the Participant and the Custodian or an affiliate 
of the Custodian, the Custodian shall have no discretion to direct 
any investments of a Roth IRA, and is solely authorized to acquire 
and hold the particular investments specified by the Participant. 
The Custodian is not, however, obligated to act upon each and 
every investment direction and may, within its normal and cus-
tomary practices, decline to act upon a given investment direction. 
Notwithstanding any other provision herein to the contrary, the 
Custodian may refuse to follow instructions which it reasonably 
believes will result in a transaction prohibited by Code Section 
4975 or Section 3.5 of this Roth IRA document.

6.2 Investment Powers. The Custodian may hold any securi-
ties acquired for a Roth IRA in the name of the Custodian without 
qualification or description, in the name of any nominee or by or 
through a central clearing corporation or depository. The Custodian 
shall have the following powers and authority with respect to the 
administration of each Roth IRA:

(a) To invest and reinvest the assets of the Roth IRA without 
regard to whether such investment is authorized by the laws of 
any jurisdiction for fiduciary investments.

(b) To exercise, buy or sell covered listed options, conversion 
privileges or rights to subscribe for additional securities and to 
make payments therefore.

(c) To consent to or participate in dissolutions, reorganizations, 
consolidations, mergers, sales, leases, mortgages, transfers or other 
changes affecting securities held by the Custodian.

(d) To make, execute and deliver as Custodian any and all con-
tracts, waivers, releases or other instruments in writing necessary 
or proper for the exercise of any of the foregoing powers.

(e) To grant options to purchase securities held by the Custodian 
or to repurchase options previously granted with respect to securi-
ties held by the Custodian.

(f ) The Custodian shall exercise any rights of a shareholder 
(including voting rights) with respect to any securities held in the 
Roth IRA only in accordance with the instructions of the Participant, 
pursuant to any applicable rules of the Securities and Exchange 
Commission and the national securities exchanges of which the 
Custodian is a member.

(g) To invest and reinvest the assets of the Roth IRA in deposits of 
an affiliate or affiliates which bear a reasonable rate of interest.

6.3 Administrative Powers.
(a) The Custodian shall have the power to take such actions as 

are reasonable and necessary to carry out its duties hereunder.
(b) The Custodian shall be under no duty to take any action  

other than as specified herein unless the Participant or Benefi-
ciary furnishes the Custodian with written instructions, agrees to  
indemnify and hold the Custodian harmless from any claims  
arising out of such instructions and such instructions are specifi-
cally agreed to in writing by an authorized representative of the 
Custodian.

(c) The Custodian may consult with and employ suitable agents 
and advisors, including but not limited to legal counsel, accountants 
and tax advisors, with respect to its duties under the Roth IRA and 
applicable law.

(d) The Custodian may mail notices to the Participant or Benefi-
ciary to the last known address of the Participant or Beneficiary.

(e) The Custodian shall keep such records and shall file with 
the appropriate government agencies, including but not limited 
to the Internal Revenue Service, such reports, returns and other 
information concerning the Roth IRA as may be required of it by 
law or regulation. The Custodian may pay such taxes as are owed 
by the Roth IRA as an expense of the Roth IRA.

(f ) The Custodian may liquidate assets held in a Roth IRA to 
make distributions or transfers or pay fees, expenses, liabilities, 
charges or taxes assessed against the Roth IRA. If the Custodian 
must liquidate assets and the Participant fails to instruct the Cus-
todian as to the liquidation of such assets, assets will be liquidated 
in the following order to the extent held in the Roth IRA:

(i) Shares held in the Morgan Stanley Liquid Asset Fund, Inc. 
sweep vehicle or other money market mutual fund sweep 
vehicle or assets held in savings accounts.
(ii) Amounts held in the Bank Deposit Program sweep vehicle or 
any other sweep vehicle specified pursuant to Section 3.3.
(iii) Shares held in a money market mutual fund acquired 
through direct purchase.
(iv) Publicly traded securities in such order as the Custodian 
deems reasonable.
(v) Other investments in such order as the Custodian deems 
reasonable.
(vi) Limited Partnership interests.
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6.4 Records and Reports.
(a) The Custodian shall keep accurate records of all contribu-

tions, receipts, investments, distributions, disbursements and other 
transactions of the Roth IRA.

(b) Periodically, but not less than each calendar year, and on such 
other dates as may be prescribed by law or regulation, the Custo-
dian shall deliver a written Account Statement to the Participant 
or, if the Participant is deceased, the Beneficiary, by mail at the 
Participant’s or Beneficiary’s last known address, a written Roth 
IRA statement electronically (if consented to by the Participant or 
otherwise permitted) or by such other means as may be allowed 
by law, regulation or consent of the Participant. Such statement 
shall reflect:

(i) receipts, disbursements and other Roth IRA transactions 
during the calendar year (or such other period).
(ii) assets and liabilities of the Roth IRA as of the last day of 
the calendar year (or such other period).
(iii) such other information as may be required by law or 
regulation, including but not limited to such information 
concerning required minimum distributions as is prescribed 
by the Commissioner of Internal Revenue.

Unless the Participant or Beneficiary files a written statement 
of exceptions or objections to the Roth IRA statement with the 
Custodian within 60 days after the mailing of the statement, the 
Participant or Beneficiary shall be deemed to have approved such 
statement and the Custodian shall be released from all liability to 
anyone (including any Participant’s spouse or Beneficiary) with 
respect to all matters set forth in the statement. No person other 
than a Participant, the spouse of a Participant or Beneficiary may 
require an accounting.

(c) The Custodian shall also provide the Participant with sum-
mary descriptions or other reports as may be required under Code 
Section 408(i) or other applicable law.

(d) If a Roth IRA is established by an employer or employee 
association, as described in Code Section 408(c) and Q&A-3 of 
Section 1.408A-2 of the Income Tax Regulations, the Custodian 
shall maintain separate records for the interest of each individual 
participating in the arrangement.

6.5 Right to Request Judicial Assistance. Anything to the 
contrary contained in the Client Agreement regarding arbitration 
notwithstanding, the Custodian shall have the right at any time to 
apply to a court of competent jurisdiction for judicial settlement 
of its accounts or for determination of any questions or construc-
tion that may arise or for instructions. The only necessary party 
defendant to any such action shall be the Participant or, if the Par-
ticipant is deceased, the Beneficiary, but the Custodian may join any 
other person or persons as a party defendant. The costs, including 
attorney’s fees, of such proceeding shall be charged to the Roth IRA 
as administrative expense under Article X.

6.6 Scope of Custodian’s Duties. The Custodian shall only 
have the duties that are specifically set forth herein. The Custodian 
shall have no duty to ascertain whether contributions, distributions 
or transfers comply with the Roth IRA or the Code. The Custodian 
shall not make any investments or dispose of any investments held 
in a Roth IRA, except upon the direction of the Participant or in 
accordance with Section 6.3(f ). The Custodian shall be under no 

duty to question any directions of the Participant, to review any 
securities or other property held in a Roth IRA, or to make sugges-
tions to the Participant with respect to the investment, retention 
or disposition of any assets held in a Roth IRA. The Custodian 
shall have no duty to prosecute or defend any legal action with 
respect to a Roth IRA unless the Custodian is fully indemnified 
to its satisfaction and agrees to do so in a writing executed by an 
authorized representative of the Custodian.

6.7 Scope of Custodian’s Liability. The Custodian shall not 
be liable for any loss of any kind which may result from any action 
taken by it in accordance with the directions of the Participant or 
the Participant’s duly authorized representative or from any failure 
to act because of the absence of any such directions. The Custodian 
is entitled to act upon any instrument, certificate or form it believes 
is genuine and believes is signed or presented by the proper person 
or persons, and the Custodian need not investigate or inquire as 
to any statement contained in such document but may accept it as 
true and accurate.

6.8 Right to Adjudicate Claims of Multiple Beneficiaries. 
Should two or more Beneficiaries of a Roth IRA give conflicting 
instructions or should two or more individuals or entities raise 
conflicting claims that they are each a Beneficiary of a Roth IRA, 
the Custodian is authorized in its sole discretion and without liabil-
ity because of fluctuating market conditions or otherwise to do 
any one or more of the following: (a) select which instructions to 
follow or claims to honor and which to disregard; (b) suspend all 
activity in the Roth IRA, refuse to buy, sell or trade any security 
or commodity, and refuse to disburse any monies or properties, 
except upon written instructions signed by all Beneficiaries or 
claimants; (c) close the Roth IRA and send any and all securities, 
monies or other property by ordinary mail to the owner and address 
of record, reporting such transaction as a distribution to the owner 
of record; or (d) take action pursuant to Section 6.5 above including 
but not limited to an interpleader action in any appropriate court, 
provided that the filing of any action shall not be deemed a waiver 
of the Custodian’s right to arbitrate under the Client Agreement 
and Section 11.7 below.

Article VII—Duties of the Participant or Beneficiary
7.1 Duties Under the Code. The Participant or, if the Partici-

pant is deceased, the Beneficiary, agrees to fulfill any obligations 
now or hereafter imposed on the Participant or Beneficiary by 
the Code or other applicable law or regulation. To the extent the 
Custodian performs such obligations at the request of the Partici-
pant or Beneficiary, the Participant or Beneficiary agrees to pay 
the Custodian such reasonable fee as the Custodian may charge 
for its services. Such fees shall be included with the fees charged 
pursuant to Article X hereof.

7.2 Furnishing Information. The Participant or, if the Participant 
is deceased, the Beneficiary, shall furnish the Custodian with such 
information and documents as the Custodian may reasonably require. 
If the Participant or Beneficiary fails to furnish such information 
or documents, the Custodian may, at its sole discretion, terminate 
the Roth IRA and distribute to the Participant or Beneficiary, in a 
lump sum payment, an amount equal to the assets in the Account 
less an amount deemed reasonably necessary by the Custodian for 
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the payment of all unpaid fees, expenses, charges, taxes or other 
liabilities of the Roth IRA, whether or not liquidated.

7.3 Indemnification of Custodian. The Participant or, if 
the Participant is deceased, the Beneficiary, shall indemnify and 
hold the Custodian harmless from any liability which may arise 
hereunder except liability arising from the gross negligence or 
willful misconduct of the Custodian.

Article VIII—Resignation or Removal of Custodian
8.1 Resignation or Removal. The Custodian may resign at any 

time by giving at least 30 days written notice to the Participant, or, 
if the Participant is then deceased, to the Participant’s Beneficiary, 
and may, but is not required to, designate a qualified successor 
Custodian upon such notice of resignation. The appointment of the 
successor Custodian shall become effective at the time the resign-
ing Custodian ceases to act. The Custodian may be removed by a 
Participant (or, if applicable, Participant’s Beneficiary) at any time 
by giving at least 30 days written notice to the Custodian. The notice 
period may be waived by the party entitled to the notice.

8.2 Successor Custodian or Trustee. Upon the resignation 
or removal of the Custodian, the Participant or the Beneficiary, if 
the Participant is deceased, shall either accept the Custodian’s 
appointment of a successor or appoint a successor Custodian. The 
Participant or, if applicable, the Beneficiary, may only designate, as 
successor Custodian, a bank or other person or institution approved 
by the Secretary of the Treasury to hold Roth IRA assets. In the event 
the Custodian resigns and appoints a successor, the Participant’s 
failure to appoint a successor Custodian, on or before the effective 
date of such resignation and appointment (as set forth in the notice 
described in Section 8.1 above), shall constitute the Participant’s 
consent to the successor appointed by the Custodian. The succes-
sor shall have all rights, powers, privileges, liabilities and duties of 
the Custodian. Upon acceptance of appointment by the successor, 
the Custodian shall assign, transfer and deliver to the successor all 
assets and liabilities of the Roth IRA. The Custodian is authorized, 
however, to reserve such funds as it deems advisable to provide for 
the payment of expenses, fees, taxes and other liabilities of the Roth 
IRA, liquidated or not, then unpaid or to be incurred in connection 
with the settlement of the Custodian’s account, and any balance 
remaining after the settlement of its account shall be paid to the 
successor Custodian. If no qualified successor is designated by the 
Custodian or the Participant (or Beneficiary, if applicable) within 
30 days of the notice of resignation or removal, the Custodian may 
distribute to the Participant (or Beneficiary, if applicable), the entire 
interest in the Roth IRA in a lump sum.

8.3 Substitution of Custodian. The Custodian shall substi-
tute another trustee or Custodian in place of the Custodian upon 
notification by the Internal Revenue Service that such substitution 
is required because the Custodian has failed to comply with the 
requirements of Section 1.408-2(e) of the Income Tax Regulations, 
or is not keeping such records, making such returns, or rendering 
such statements as are required by said regulations.

Article IX—Amendment and Termination
9.1 Amendment or Termination. The Custodian, or any suc-

cessor Custodian or trustee, may amend or terminate the Roth 
IRA or related agreements, including the Adoption Agreement, at 
any time, provided that notice of such amendment or termination 
be provided to the Participant in writing. The Participant shall be 
deemed to have consented to any such amendment unless within 
30 days after such notice, the Participant terminates (or transfers) 
his or her Roth IRA account. No amendment of the Roth IRA, 
however, shall deprive any Participant, spouse of a Participant, or 
Beneficiary of any benefit to which such person was entitled under 
the Roth IRA from contributions made prior to the amendment, 
unless the amendment is necessary to conform the Roth IRA to the 
current or future requirements of the Employee Retirement Income 
Security Act of 1974, as amended, the Code or other applicable 
law, regulation or ruling, in which case the Custodian is expressly 
authorized to make amendments that are necessary for such pur-
poses retroactively to the later of the effective date of the Roth IRA 
or the effective date of such legal requirements.

9.2 Distribution on Termination. If the Roth IRA is termi-
nated by the Custodian for any reason, the Custodian shall distribute 
the balance held in each Roth IRA for the benefit of a Participant, 
spouse of a Participant, or Beneficiary, to a successor Custodian or 
trustee designated by the Custodian, the Participant, the spouse 
of the Participant, or the Beneficiary, on whose behalf the Roth 
IRA is held and if no such successor is designated, in a lump sum 
directly to the individual, provided, however, that the Custodian 
may exclude from any such distribution an amount deemed rea-
sonably necessary by the Custodian for the payment of all unpaid 
fees, expenses, taxes, charges and other liabilities of the Roth IRA, 
liquidated or not.

Article X—Fees and Expenses
10.1 Compensation of the Custodian. The Custodian shall 

be entitled to reasonable compensation for its services hereunder 
and to reimbursement for all reasonable expenses incurred in main-
taining the Roth IRA. The Custodian shall notify the Participant in 
writing of its fees and of any changes in fees. The Participant and 
the Custodian agree that the Custodian has the absolute right to 
amend, revise or substitute fee schedules included, identified or 
referred to in the Disclosure Statement, and no amendment, revision 
or substitution of a fee schedule shall be deemed an amendment 
of this Agreement.

10.2 Payment of Fees and Expenses. The Participant is respon-
sible for paying any maintenance, custodial, or related adminis-
trative charges that the Custodian might reasonably require and 
disclose, in connection with the process of opening, or maintaining, 
the Roth IRA. Brokerage fees, commissions and related expenses 
shall be paid in the customary manner. In the event an Account is 
terminated or transferred, a termination or transfer fee shall be 
due and payable on the date of the termination or transfer. Reim-
bursement for expenses shall be due and payable upon demand. 
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The Custodian reserves the right, in its sole discretion, to elect to 
discount or waive certain fees, including but not limited to Roth 
IRA maintenance fees, for certain customers. To effect the pay-
ment of fees from an Account, the Custodian will liquidate assets 
in accordance with Section 6.3(f ).

10.3 Deduction of Fees and Expenses. Notwithstanding 
any other provisions of this Roth IRA, each Participant’s Roth IRA 
shall be subject to the reasonable fees, charges and expenses of the 
Custodian, as described in the Roth IRA, the Disclosure Statement, 
and other fee schedules and documentation, as may be amended 
from time to time. The Custodian may deduct from and charge 
against a Roth IRA all reasonable fees and expenses incurred in 
maintaining the Roth IRA which have not been timely paid by the 
Participant. The Custodian may allocate such fees and expenses 
among a Participant’s Roth IRAs at such time or times and in such 
a manner as the Custodian, in its reasonable discretion, determines. 
To effect the payment of fees and expenses from a Roth IRA, the 
Custodian may liquidate assets held in the Roth IRA in accordance 
with Section 6.3(f ).

Article XI—Miscellaneous
11.1 Prohibited Transactions. Notwithstanding anything con-

tained herein to the contrary, no Participant, spouse of a Participant 
or Beneficiary shall be entitled to borrow from or use a Participant’s 
Roth IRA, or any portion thereof, as security for a loan, nor shall 
the Participant, Custodian or any other person or institution engage 
in any prohibited transaction within the meaning of Code Section 
4975 with respect to any Participant’s Roth IRA.

11.2 Prohibition Against Assignment of Benefits. Except 
to the extent otherwise required by law, none of the amounts held 
in a Roth IRA on behalf of any Participant, spouse of a Participant 
or Beneficiary shall be subject to the claims of any of their creditors 
nor shall any Participant, spouse of a Participant or Beneficiary have 
the right to anticipate, sell, pledge, option, encumber or assign, vol-
untarily or involuntarily, any of the benefits, payments or proceeds 
to which he or she is or may be entitled under the Roth IRA.

11.3 Governing Law. The Roth IRA is intended to qualify as 
a Roth IRA under Code Section 408A and shall be governed by 
and interpreted under the laws of the United States, except that, 
to the extent not preempted by Federal law, the Roth IRA shall be 
governed by the laws of New York.

11.4 Roth IRA Only Source of Benefits. Each Participant, 
spouse of a Participant or Beneficiary shall look solely to the assets 
of the Roth IRA held on his or her behalf for the payment of any 
benefits to which he or she is entitled hereunder.

11.5 Commingling. The assets of a Roth IRA will not be com-
mingled with other property except in a common trust fund or 
common investment fund under Code Section 408(a)(5).

11.6 Exclusive Benefit. The Roth IRA is established for the 
exclusive benefit of the Participant or his/her Beneficiary or Ben-
eficiaries. The interest of the Participant in the balance of this Roth 
IRA shall at all times be nonforfeitable.

11.7 Arbitration. Any claims or controversies with the Custo-
dian related to this Roth IRA are subject to arbitration in accor-
dance with the Client Agreement executed by or on behalf of the 
Participant.
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Morgan Stanley Roth Ira Disclosure Statement  
(As of October 1, 2012)
This Disclosure Statement describes the Morgan Stanley Roth 
IRA (the “Roth IRA”) established under the Morgan Stanley Roth 
IRA document and provides an overview of the Federal tax rules 
that apply to Roth IRAs. This Disclosure Statement applies to all 
Morgan Stanley Roth IRAs on and after January 1, 2012. You should 
carefully review the following information, and discuss it with 
your tax advisor. You may also want to review IRS Publication 590 
(Individual Retirement Arrangements) for further information on 
IRAs generally.

Morgan Stanley Smith Barney LLC (“Morgan Stanley”) or an 
affiliate or successor of Morgan Stanley will act as “Custodian” for 
your Roth IRA. Effective May 1, 2010, Morgan Stanley Smith Barney 
LLC commenced acting as Custodian of Roth IRAs.

By (i) signing the Adoption Agreement and Client Agreement and 
(ii) making a contribution, you complete Morgan Stanley’s require-
ments to establish a Roth IRA custodied with Morgan Stanley and 
thereby become a “Participant” in a Roth IRA.

You may establish a Roth IRA for yourself or for your spouse 
provided you or your spouse meet the eligibility rules described 
below and you or your spouse are more than 18 years old. The duly 
authorized representatives of certain individuals or their estates 
may also establish Roth IRAs on behalf of such individuals. These 
representatives include a parent on behalf of a minor child, a legal 
guardian on behalf of an incapacitated adult or minor child, an 
executor, or Beneficiary of a deceased individual and an attorney-
in-fact acting under a properly executed power of attorney.

Please read this Disclosure Statement carefully to understand the 
legal requirements and Federal income tax considerations involved 
in maintaining a Roth IRA. Morgan Stanley is required by Federal 
tax rules to provide this information to you. Your Financial Advisor 
or Private Wealth Advisor is available to answer any questions you 
may have with respect to your Roth IRA. However, Morgan Stanley 
does not provide legal or tax advice. You are responsible for all 
decisions affecting your Roth IRA. Morgan Stanley recommends 
that you consult your lawyer, accountant or other tax advisor if you 
have questions about the legal or tax consequences of your contri-
butions to, investments by or distributions from your Roth IRA.

The Morgan Stanley Roth IRA is governed by the written terms 
of the Morgan Stanley Roth IRA document and the Adoption Agree-
ment, both of which are included in this account opening package. 
In case of a conflict between those documents and this Disclosure 
Statement or any other material describing the Morgan Stanley  
Roth IRA, the Roth IRA document and Adoption Agreement  
will govern.

Please bear in mind when reading the Disclosure Statement that 
“you” refers to the Participant adopting the Roth IRA and “we” or 
“us” refers to Morgan Stanley Smith Barney LLC as Custodian. 
References to “Traditional IRAs” in this document refer to IRAs 
other than Roth IRAs, SIMPLE IRAs or Education Savings Accounts. 
References to “IRAs” includes Roth IRAs, Traditional IRAs and 
SIMPLE IRAs but not Education Savings Account. References 
to “designated Roth accounts” refer to accounts under employer 

qualified retirement plans and annuity plans under Sections 401(a) 
and 403(b) of the Internal Revenue Code (the “Code”) that hold 
after-tax Roth contributions.

Capitalized terms used in this Disclosure Statement are defined in 
either Section X below or in Article I of the Roth IRA document.

I. Right of Revocation by Participant
(1) You may adopt a Roth IRA by completing and signing an 

Adoption Agreement and Client Agreement. You have the right 
to revoke for a period of seven days from the earlier of (a) your 
establishing the Roth IRA by signing the Adoption Agreement and 
Client Agreement or (b) funding the Roth IRA.

(2) You may exercise your right to revoke by mailing or person-
ally delivering a written notice of revocation within the seven-day 
period to Morgan Stanley, Retirement Plan Operations, 201 Plaza 
2, 7th Floor, Harborside Financial Center, Jersey City, New Jersey 
07311. You will be treated as having revoked your Roth IRA on either 
(1) the date of the postmark (or if sent by certified or registered 
mail, the date of certification or registration) if you deposit your 
written notice in the United States mail in an envelope, or other 
appropriate wrapper, first class postage prepaid, properly addressed; 
or (2) the date you deliver your notice to a private delivery service 
recognized by the Internal Revenue Service (“IRS”) for filing tax 
returns. This method of determining when you have revoked your 
Roth IRA, or taken some other action described below, is referred to 
as the “Postmark Rule.” Your notice of revocation shall not be valid 
unless received by Morgan Stanley, directly or under the Postmark 
Rule, within the seven-day revocation period.

(3) If a material adverse change is made in the Disclosure State-
ment or the Roth IRA document while you still have the right to 
revoke the Adoption Agreement, we will inform you of the change, 
and you shall be permitted to revoke the Agreement for a period of 
seven days from the date you receive notice of the change.

(4) If you revoke the Adoption Agreement, we will return your 
entire contribution to your Roth IRA to you without adjustment for 
fees, sales commissions, administrative expenses or any fluctuations 
in market value. Cancellations of your Roth IRA after that point 
are subject to the normal adjustments for fees or administrative 
expenses.

II. Establishing Your Roth IRA
(A) Statutory Requirements.
A Roth IRA is a custodial or trust account established for the 

exclusive benefit of you or your Beneficiaries. Federal tax law 
requires a Roth IRA to be established by a written agreement 
between you and a qualified custodian or trustee and meet the 
following requirements:

(1) If you are eligible to make an annual Roth IRA contribution, 
your contribution must be in cash and cannot exceed the sum of 
a) the lesser of (i) the Maximum Annual Dollar Amount (see Sec-
tion III (A)(2) below) or (ii) 100% of your Compensation plus b) if 
you are 50 or older, Catch-Up Contributions described in Section 
III(A)(2) below. This limit does not apply to rollover contributions, 
conversions or transfers described in Section IV below. However, 
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your maximum Roth IRA contribution may be reduced or contribu-
tions may be prohibited if your Modified Adjusted Gross Income 
or MAGI (as defined in Section 1.8 of the Roth IRA document) 
exceeds certain amounts. See Section III(A)(2) below.

(2) Your Roth IRA must be established with a qualified trustee 
or custodian, such as Morgan Stanley, which is approved to act as 
Custodian of your Roth IRAs.

(3) Your Roth IRA assets may not be invested in life insurance 
contracts or in collectibles such as art, rugs, antiques, metals, gems, 
stamps, coins, alcoholic beverages or any other tangible personal 
property classified by the Secretary of the Treasury or the Secretary’s 
delegate as a collectible within the meaning of Code Section 408(m) 
except for certain coins and bullion described in Code Section 
408(m)(3) where the Custodian has specifically agreed to hold 
such coins and bullion.

(4) Your interest in your Roth IRA will be nonforfeitable at all 
times.

(5) Roth IRA assets will not be commingled with other property 
except in a common trust or investment fund.

(6) Following your death, your Roth IRA must comply with the mini-
mum distribution requirements described in Section V(c) below.

(B) Special Features of Your Morgan Stanley  
Roth IRA.

In addition to the statutory requirements described above, your 
Roth IRA has the following special features:

(1) Investment Direction/Other Information. We will not make 
any investment decisions with respect to your Roth IRA, or other-
wise act as an investment advisor (as defined under the Investment 
Advisor’s Act of 1940 (the “Advisers Act”) unless you enter into a 
separate written agreement with us or one of our divisions or affili-
ates for the management of your Roth IRA. (Such agreements and 
relationships are generally characterized as “Managed Accounts” 
elsewhere in this Disclosure Statement). Absent such a separate 
written agreement, you shall direct us with respect to the invest-
ment of all contributions and the earnings therefrom. Investments 
may be made in publicly traded securities, covered listed options, 
certain mutual funds, certain unit trusts, money market instruments 
and funds, certificates of deposit, bank deposits, and certain coins 
and bullion, provided such investments are available for acquisi-
tion in the normal course of Morgan Stanley’s business and have 
been approved by us for Roth IRA investments. We reserve the 
right to decline any investment direction regardless of the nature 
of the security or other property involved in the proposed transac-
tion. We will automatically invest any uninvested cash in accounts 
with Morgan Stanley Bank, N.A. or any other banking affiliate of 
the Custodian, in any other sweep investment vehicle specified 
either in the Adoption Agreement or an agreement applicable to the 
sweep investment vehicle for your Account, or in a sweep invest-
ment vehicle otherwise made available and disclosed to you. The 
Custodian may change the sweep investment vehicle available to 
the Roth IRA at any time with notice to you.

(2) Distribution Options. You must notify us, in writing on a 
form or in such other medium as may be approved by us, as to 
when you wish to receive your benefits and the manner of pay-
ment. Your payment options are described in Section V(B) below. 
See also Section V(A).

(3) Beneficiaries
(a) Who May Be a Beneficiary. You are entitled to designate one 

or more individuals or a trust or other organization as a primary 
and a contingent Beneficiary of your Roth IRA. If you are a resident 
of a community property state, however, you will need the writ-
ten consent of your spouse to terminate your spouse’s community 
property interest in your Roth IRA in order to designate a primary 
Beneficiary other than your spouse. After you die, your primary 
Beneficiary will receive your Roth IRA benefits. If your primary 
Beneficiary dies before you do, we will pay your Roth IRA benefits, 
if any, to your contingent Beneficiary. If you do not designate a 
Beneficiary, or if your designated Beneficiary and your contingent 
Beneficiary, if any, die before you or cannot be located, we will pay 
your Roth IRA balance in accordance with the default Beneficiary 
rules provided under the Roth IRA document. In general, these 
default Beneficiary designations are as follows: to your surviving 
spouse; if no surviving spouse, to your surviving children in equal 
shares; if no surviving spouse or surviving children, to your surviving 
parents in equal shares; if no surviving parents, then to your estate.

(b) Designating and Changing Beneficiaries. You may designate 
a Beneficiary in the Adoption Agreement and may change your 
Beneficiary at any time by giving written notice to us. We will act 
upon the last dated, written designation received by us prior to 
your death. We urge you to review and renew your Beneficiary 
designation whenever your family circumstances are changed by a 
life-cycle event such as marriage, divorce, birth, adoption or death 
(in addition to reviewing the designation when making a will or 
establishing a trust) to assure that we distribute your Roth IRA as 
you intend.

(c) Disclaimers. Your Beneficiary may elect to disclaim all or 
part of an interest in your Roth IRA and, if they do, subject to the 
tax rules governing minimum distributions, we will pay your Roth 
IRA as if the disclaiming Beneficiary died before you did.

(d) Divorce. If you designate your spouse as a Beneficiary, your 
designation will be automatically cancelled upon the dissolution of 
your marriage by divorce, annulment or other legal process under 
the terms of your Roth IRA. If you want to continue to designate 
your ex-spouse as Beneficiary, you must file a new designation form 
with us, dated after the date of the dissolution of your marriage.

(e) Surviving Spouse. If your spouse is the sole Beneficiary of 
your Roth IRA, your spouse may, after your death, name a Ben-
eficiary to receive distributions from the Roth IRA following the 
death of your surviving spouse (see V (C)(2)(b) below). If your 
surviving spouse does not designate a Beneficiary before his or 
her death, a Beneficiary will be determined under Section 1.2 of 
the Roth IRA document.

(f ) Remainder Beneficiary. Your Beneficiary may, after your 
death, name an individual, trust, estate or other entity to receive 
distributions of any balance remaining in your Roth IRA after the 
death of your Beneficiary. Any individual or entity so designated 
will, upon the death of your Beneficiary, become your Beneficiary for 
all purposes except for minimum required distributions described 
in Section V(C) below. In other words, this additional designa-
tion may not extend the schedule of required distributions estab-
lished following your death. If your Beneficiary does not designate  
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a Beneficiary before his or her death, a Beneficiary will be deter-
mined under the Roth IRA document.

(4) Managed Accounts.
In the event you choose to invest in one or more managed or 

advisory accounts offered by Morgan Stanley at the time you open 
this Roth IRA, you hereby direct Morgan Stanley to open a separate 
Roth IRA account for each managed account. You agree that the 
terms and the conditions of the Roth IRA document, the Beneficiary 
designations and the Adoption Agreement shall apply to all such 
accounts on Morgan Stanley’s books and records.

(5) Inherited Roth IRAs.
If you inherit a Roth IRA, you are a “Beneficiary” rather than 

a “Participant.” If you inherit a Roth IRA from your spouse, you 
generally have the following three choices. You can either (1) treat 
it as your own Roth IRA by designating yourself as the account 
owner, (2) treat it as your own by rolling it over into another Roth 
IRA of your own or into another eligible retirement plan, or (3) 
treat yourself as the Beneficiary rather than treating the Roth IRA 
as your own. If you inherited the Roth IRA from your spouse, you 
can make additional IRA contributions, subject to the limitations 
for such contributions, but will then be considered to have cho-
sen to treat the Roth IRA as your own. If you inherit a Roth IRA 
from anyone other than your deceased spouse, you cannot treat the 
inherited Roth IRA as your own. This means that you cannot make 
any contributions to the Roth IRA. It also means you cannot roll 
over any amounts into or out of the inherited Roth IRA. However, 
you can make a trustee-to-trustee transfer between Roth IRAs as 
long as the Roth IRA into which amounts are being moved is set 
up and maintained in the name of the deceased Roth IRA owner 
for the benefit of you as Beneficiary.

(6) Other Information.
(a) Earnings. The earnings of each separate Roth IRA shall be 

allocated only to that Roth IRA.
(b) Growth in Value Not Guaranteed. Growth in value of your 

Roth IRA will depend entirely on the investment decisions made 
by you and is neither guaranteed nor projected by Morgan Stanley 
or its affiliate.

III. Roth IRA Contributions
(A) Eligibility to Make Contributions.
(1) Eligibility to Make Annual Roth IRA Contributions. For 

2012, you may make an annual contribution to your Roth IRA only 
if your MAGI (as defined in Section 1.8 of the Roth IRA document) 
is less than $183,000, if you file a joint Federal income tax return; 
$125,000, if you file under any other status (e.g., single or head of 
household) except married filing separately; and $10,000 if you 
are married and file separately. For this purpose, married taxpay-
ers who file separately but lived apart from their spouses for the 
entire taxable year are treated as single.

(2) Amount of Contributions.
(a) In General. If you are eligible, you may contribute to all of 

your Roth IRAs and Traditional IRAs any amount you choose up 
to the lesser of (I) 100% of your Compensation or (II) the Maxi-
mum Annual Contribution (plus Catch-Up Contributions if you 
are 50 or over). Your Roth IRA contribution limit will be reduced  

(possibly to $0) based upon your MAGI, filing status and whether 
you contribute to a Traditional IRA (a “Non-Roth IRA”) for the 
same taxable year. If (d)(i) and/or (ii) below apply, the Maximum 
Annual Contribution and, if you are eligible, Catch-Up Contribu-
tion that can be made to all of your Roth IRAs for a taxable year is 
the smaller amount determined under (d)(i) or (ii).

(b) Maximum Annual Contributions. You may contribute to 
all of your Roth IRAs and Traditional IRAs any amount you choose 
up to the lesser of 100% of your Compensation or the Maximum 
Annual Dollar Amount for each year listed below:

Years Maximum Annual Dollar Amount

2008 through 2012 $5,000

For years after 2010, the $5,000 limit is subject to cost-of-living 
adjustments (“COLAs”) determined by the U.S. Treasury. COLAs, 
if any, will be made in $500 increments.

(c) Catch-Up Contributions. If, by December 31st of any taxable 
year, you are age 50 or over, you may make an additional contri-
bution (a “Catch-Up Contribution”) to all of your Roth IRAs and 
Traditional IRAs up to the amounts listed below for each year:

Years Catch-Up Contribution

2006 and thereafter $1,000

If you are eligible, any annual contribution you make that exceeds 
your Maximum Annual Contribution will be treated as a Catch-Up 
Contribution (up to the limits described above) unless you elect to 
treat such amounts as an Excess Contribution described in Section 
VI(F)(2) below.

(d) Reductions in Contribution Limits. The maximum amount 
you may contribute to your Roth IRA for any year may be reduced 
as shown in (i) and (ii) below:

(i) For 2012, the Maximum Annual Contributions and Catch-
Up Contributions you may make to your Roth IRAs are phased 
out ratably between certain levels of MAGI in accordance with 
the following table. For future years, these dollar amounts will 
be periodically subject to COLAs in increments of $1,000.

Federal Income 
Tax Filing Status

Full 
Contribution

Phase-Out 
Range

No 
Contribution

Modified AGI (MAGI)

Single or Head of 
Household

$110,000 
or less

Between $110,000 
and $125,000

$125,000 
or more

Joint Return 
or Qualifying 
Widow(er)

$173,000 
or less

Between $173,000 
and $183,000

$183,000 
or more

Married–Separate 
Return

$0 Between $0 and 
$10,000

$10,000 
or more
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(ii) If the Participant makes annual contributions to both Roth 
and Non-Roth IRAs for a taxable year, the Maximum Annual 
Contribution that can be made to all the individual’s Roth IRAs 
for that taxable year is reduced by the annual contributions 
made to the individual’s Non-Roth IRAs for the taxable year. 
The total of all of a Participant’s annual contributions to all of 
the Participant’s Roth and Non-Roth IRAs for a single taxable 
year may not exceed the Maximum Annual Contribution.
(iii) Examples:

Example 1: If you file jointly, and your MAGI is $179,000 and you 
are less than 50 years old, your Maximum Annual Contribution for 
2012 will be calculated as follows:

Step 1: $179,000 (MAGI)–$173,000 (Applicable Dollar 
Amount)
Step 2: Result of Step 1 ($6,000) ÷ $10,000
Step 3: Dividend of Step 2 (.6) x $5,000
Step 4: $5,000—Product of Step 3 ($3,000)
Step 5: $2,000 is the Maximum Annual Contribution  
for 2012.

Example 2: If you are a joint filer who is age 50 or over and your 
MAGI is $177,000, you might contribute $3,600 to a Roth IRA if you 
have made no contributions to any other Roth IRA for 2012. You 
could in that case contribute $2,400 to a Traditional IRA, for a total 
$6,000 for 2012, if you are otherwise eligible to make a Traditional 
IRA Contribution (you are under 70½ and have Compensation). 
But if you were eligible and had contributed $6,000 to a Traditional 
IRA for 2012, you cannot contribute anything to a Roth IRA for the 
same taxable year.

The following chart illustrates the 2012 Maximum Annual Con-
tribution and Catch-Up Contributions for Roth IRAs at various 
MAGI levels:

MAGI for 
Single 
Filer

Maximum Roth IRA 
Contributions

MAGI 
for Joint 
Filers

Maximum Roth IRA 
Contributions

MAGI for 
Single 
Filer

Under 
Age 50

Age 50 
or over

MAGI 
for Joint 
Filers

Under 
Age 50

Age 50 
or over

$110,000 $5,000 $6,000 $173,000 $5,000 $6,000

111,500 4,500 5,400 174,000 4,500 5,400

113,000 4,000 4,800 175,000 4,000 4,800

114,500 3,500 4,200 176,000 3,500 4,200

116,000 3,000 3,600 177,000 3,000 3,600

117,500 2,500 3,000 178,000 2,500 3,000

119,000 2,000 2,400 179,000 2,000 2,400

120,500 1,500 1,800 180,000 1,500 1,800

122,000 1,000 1,200 181,000 1,000 1,200

123,500 500 600 182,000 500 600

125,000 0 0 183,000 0 0

(3) Time for Making Contributions. A Roth IRA may be estab-
lished and contributions made for a taxable year at any time start-
ing on the first day of the taxable year and ending on the day your 
Federal income tax return is due for such year (without regard 
to any extensions). The date on which an account is opened or a 
contribution is made will be the date on which Morgan Stanley 
actually receives both the signed Adoption Agreement and Client 
Agreement and the contribution. If the agreements or contribu-
tion is sent by U.S. Mail or private delivery service, your Roth IRA 
is deemed opened and the contribution made using the Postmark 
Rule described in Section I(1) above.

(4) Spousal Roth IRA Contributions. If you file a joint Federal 
income tax return and your spouse has no Compensation (or your 
spouse’s Compensation is less than yours), your spouse (or you, on 
behalf of your spouse) may contribute to a Roth IRA established for 
the benefit of your spouse, provided that your joint MAGI, reduced 
by the amount of your deductible Traditional IRA and Roth IRA 
contributions, does not exceed $183,000. The Maximum Contribu-
tion Amount and, if your spouse is age 50 or over, the Catch-Up 
Contributions, you may contribute to your spouse’s Roth IRA is 
determined in the same manner as the amount you may contribute 
to your own Roth IRA (See (A)(2) above, applying the limits to joint 
filers), except that Compensation used to determine the 100% limit 
is the aggregate of all Compensation reported on your joint Federal 
income tax return for the year of the contributions reduced by the 
amount of your Traditional and Roth IRA contributions for the same 
year. The timing for making Spousal Roth IRA contributions is the 
same as for your contributions (see (A)(3) above).

(5) Prohibited Contributions. No contributions, other than Roth 
IRA contributions or rollover contributions from a Traditional IRA, 
SIMPLE IRA, Roth IRA, or designated Roth account, as described 
in Section IV (A) below, may be made to a Roth IRA.

(6) Qualified Reservist Distributions. An individual may make 
a repayment of a Qualified Reservist Distribution during the two-
year period beginning on the day after the end of the active duty 
period, even if the repayment would cause the individual’s total 
contributions to be more than the general limits on contributions 
described above in Section III(A)(2). The total repayments cannot 
be more than the amount of the Qualified Reservist Distribution.

(7) Disaster-Related Distributions. An individual generally may 
make a repayment of a Disaster-Related Distribution to a Roth IRA 
at any time during the three-year period following the distribu-
tion. The total repayments cannot be more than the amount of the 
Disaster-Related Distribution.

(8) Catch-Up Contributions in Certain Employer Bankrupt-
cies—Pre 2010 Rule. For 2007, 2008 and 2009, an individual who 
participated in a 401(k) plan of an employer who filed for bank-
ruptcy would have been able to make an additional contribution 
of up to $3,000 each year to the individual’s Roth IRAs and Tradi-
tional IRAs, if certain requirements are satisfied. An individual who 
made additional contributions under this rule was not permitted to 
also make Catch-Up Contributions as described above in Section 
III(A)(2) (but not a designated Roth account). This rule expired 
after 2009.
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(B) No Deduction for Roth IRA Contributions.
Roth IRA contributions are not tax deductible. Special tax rules, 

discussed in Section VI below, allow earnings on contributions to 
be withdrawn income tax and/or penalty tax-free. Because Roth 
IRA contributions are based upon taxable Compensation, contri-
butions are generally not subject to taxes when withdrawn from 
a Roth IRA.

(C) Saver’s Credit. The Saver’s Credit is a nonrefundable tax 
credit available to taxpayers whose AGI does not exceed certain 
limits. The credit is equal to a specified percentage of the taxpayer’s 
eligible contributions to IRAs or certain employer-sponsored retire-
ment plans for the year.

1. Eligibility. The taxpayer must be age 18 or over before the 
end of the taxable year, may not be a full-time student and cannot 
be claimed as a dependent on another taxpayer’s Federal income 
tax return.

2. Contributions Eligible for the Saver’s Credit. The maximum 
amount of annual contributions that may be taken into account 
is $2,000. Eligible contributions include annual contributions to 
Traditional and Roth IRAs and salary reduction contributions to 
401(k), SIMPLE IRA or 401(k), Code Section 403(b), governmental 
Code Section 457 or SAR-SEP plans. Voluntary after-tax contribu-
tions to an employer’s qualified retirement plan or a Code Section 
403(b) plan are also eligible for the credit.

3. Reduction of Eligible Contributions. The amount of a tax-
payer’s eligible contributions for any taxable year generally will be 
reduced by any taxable distributions received by the taxpayer (or 
by the taxpayer’s spouse if filing a joint return) from an IRA or a 
plan listed in (C)(2) above during the taxable year, during the two 
preceding years or during the period from the end of the taxable 
year until the due date (with extensions) of the taxpayer’s Federal 
income tax return.

4. Amount of Credit. The Saver’s Credit will be 50%, 20% or 
10% (the “Applicable Percentage”) of eligible contributions based 
upon the taxpayer’s filing status and AGI. For this purpose, you 
should not exclude from your AGI amounts otherwise excluded 
or deducted from your income as foreign earned income, foreign 
housing costs, income for bona fide residents of American Samoa, 
or income from Puerto Rico. AGI amounts for 2012 are shown 
on the chart below. These amounts will be periodically subject 
to COLAs in increments of $500. Please consult your tax advisor 
on the extent to which the Saver’s Credit may be relevant for you 
given your personal tax situation.

Adjusted Gross Income

Joint Return Head of House-
hold

All Other Applicable 
Percentage

Over Not 
Over

Over Not 
Over

Over Not 
Over

$0 $34,500 $0 $25,875 $0 $17,250 50

$34,500 $37,500 $25,875 $28,125 $17,125 $18,750 20

$37,500 $57,500 $28,125 $43,125 $18,750 $28,750 10

$57,500 $43,125 $28,750 0

IV. Rollovers, Conversions and Transfers
(A) Rollover Contributions and Conversions.
(1) Eligibility

(i) Rollovers from Roth IRAs. You may make a rollover con-
tribution to your Roth IRA consisting of a distribution from 
another (or the same) Roth IRA, provided the requirements 
set forth in (2) below are met.
(ii) Rollovers from Traditional or SIMPLE IRAs. You may 
make a rollover contribution to your Roth IRA consisting of 
a distribution from a Traditional or SIMPLE IRA if you meet 
the requirements set forth in (2) below.
To roll over a distribution from a SIMPLE IRA, you must have 
participated in the employer’s SIMPLE plan for at least two 
years. Also, while the distribution being rolled over may come 
from a SEP, SAR-SEP or SIMPLE IRA, all future employer 
or employee SEP, SAR-SEP and SIMPLE contributions may 
only be made to a SEP, SAR-SEP or SIMPLE IRA, not to your 
Roth IRA. If you are over 70½ years old, the rollover from a 
Traditional or SIMPLE IRA may not include your minimum 
required distribution.
(iii) Rollovers from Designated Roth Accounts. To the extent 
permitted by the Code, you may make a rollover contribution 
to your Roth IRA from a designated Roth account, provided 
the requirements set forth in (2) below are met.

(2) Rollover Requirements: You may make a rollover contribu-
tion if you are eligible under (1) above and you satisfy the following 
requirements:

(i)	 The distribution is contributed to your Roth IRA no later 
than 60 days after the distribution was received except that a 
distribution from an IRA (but not a designated Roth account) 
which fails to be a Qualified First-time Homebuyer Distribu-
tion solely because of a delay or cancellation of the purchase, 
construction or reconstruction of a Principal Residence may 
be rolled over to a Roth IRA within 120 days after the distri-
bution was made;
(ii)	 The rollover contribution is made up only of cash or prop-
erty received in the distribution;
(iii)	If the distribution is from a Roth IRA, within the 12-month 
period ending on the day such distribution was received, a 
distribution from the same Roth IRA was not rolled over to 
a Roth IRA. For the purpose of applying this one-year rule, 
rollovers of distributions which fail to be Qualified First-
time Homebuyer Distributions, rollovers or conversions 
from Traditional or SIMPLE IRAs, rollovers from designated  
Roth accounts and recharacterized contributions are not 
taken into account;
(iv)	The distribution does not include a minimum required 
distribution amount;
(v)	 If the distribution is from a designated Roth account, it 
otherwise qualifies as an “eligible rollover distribution” under 
Code Section 402(c)(4). For example, a hardship distribution 
from a designated Roth account is not eligible for rollover.
(vi)	If the distribution is from a Traditional or SIMPLE IRA, 
for years prior to 2010, your MAGI (as defined in Section 
1.8 of the Roth IRA document) for the year in which you 
receive the Traditional or SIMPLE IRA distribution does not 
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exceed $100,000 (excluding any income you must report as 
a result of the Traditional or SIMPLE IRA distribution) and 
your Federal income tax filing status is not married, filing 
separately (unless you lived separately from your spouse for 
the entire taxable year). For 2010 and later, these MAGI and 
filing status limits do not apply.

(3) Conversions of a Traditional or SIMPLE IRA to a Roth 
IRA. If you are eligible to make rollover contributions from a Tra-
ditional or SIMPLE IRA to a Roth IRA (see (1)(ii) above), you may 
also direct Morgan Stanley to convert your Traditional or SIMPLE 
IRA to a Roth IRA at any time. For Federal income tax purposes, a 
conversion is treated in the same manner as a rollover contribution 
from a Traditional or SIMPLE IRA. See (4)(ii) below for a discus-
sion of the tax treatment of a conversion.

(4) Federal Income Tax Considerations.
(i) Rollover Contributions from Roth IRAs and Designated 
Roth Accounts. Taxable earnings, if any, included in a rollover 
contribution from a Roth IRA or designated Roth account 
are not included in your Federal gross income at the time 
of the rollover. Any Federal income taxes that may become 
due on your Roth IRA designated Roth account earnings as a 
result of a distribution continue to be deferred following the  
rollover.
(ii)	 Rollover Contributions and Conversions from  
Traditional or SIMPLE IRAs. The portion of your Tradi-
tional or SIMPLE IRA distribution which would be included 
in your income if you did not roll over the distribution must 
be included in your income. For rollovers and conversions 
before 2010, the income is included in the year in which the 
distribution takes place even if, within 60 days, you complete 
a rollover contribution or a conversion to a Roth IRA in the 
same or the next year. The taxable portion of a Traditional or 
SIMPLE IRA distribution (i.e., your deductible contributions, 
employer contributions to a SEP, SAR-SEP or SIMPLE and 
earnings) that is contributed or converted to a Roth IRA is 
known as the “taxable conversion amount.” For rollovers and 
conversions in 2010, the taxable conversion amount must be 
included in gross income ratably over the two-year period 
beginning with the first tax year beginning in 2011, although a 
taxpayer may elect to not have the two-year spread apply, and 
to include the taxable portion of a distribution rolled over to a 
Roth IRA in gross income in the 2010 tax year (i.e., the year of 
the distribution). For years after 2010, the taxable conversion 
amount must be included in gross income for the year of the 
IRA distribution used for the conversion or rollover.
(iii) No Penalty Tax. The 10% penalty tax on early distributions 
imposed by Code Section 72(t) does not apply to a rollover 
contribution or conversion except to the extent of withhold-
ing tax paid out of the distributing IRA or plan with respect 
to the taxable conversion amount and an exception does not 
apply, However, if any converted or rolled-over amounts are 
withdrawn from your Roth IRA within the five-year period 
beginning with the year of the conversion or rollover, the 
10% early withdrawal penalty would apply to any taxable 
conversion amount included in the withdrawal, even though 
the distribution was taxed at the time of conversion and is not 

otherwise taxable in the year of distribution, unless another 
exception applies (see Section VI(F)(1) below for a list of 
exceptions). This is to prevent you from receiving prema-
ture distributions from the amount converted to a Roth IRA 
while retaining the benefit of the inapplicability of the early 
withdrawal tax on the conversion.
(iv)	Tax-Free Distributions. When distributed from your 
Roth IRA, the rollover contribution from your Traditional or 
SIMPLE IRA will not be taxed a second time. (IRA rollovers 
are, in this respect, treated the same way as Roth IRA Regular 
contributions discussed in Section III(A) above). Earnings 
on a rollover contribution or conversion may be subject to 
income and penalty taxes when distributed, as discussed in 
Section VI below.
(v)	 Unrelated Business Taxable Income (“UBTI”). The 
income earned in your IRA is generally exempt from Federal 
income taxes and will not be taxed until distributed to you, 
unless you make an investment that results in “unrelated 
business taxable income” (“UBTI”), as defined under the 
Code. UBTI can result, for example, from an investment in 
a limited partnership interest in a partnership that is debt-
financed or that actively conducts a trade or business. If your 
IRA derives UBTI, which for any year exceeds $1,000, then an 
unrelated business income tax will be due, and a Form 990-
T, Exempt Organization Business Income Tax Return, must 
be filed. In some cases, quarterly estimated tax must be paid 
as calculated using Form 990-W. You are obligated to notify 
Morgan Stanley in writing if an investment you have directed 
generates UBTI (including but not limited to the name of the 
investment and the amount of the UBTI). You hereby autho-
rize and direct Morgan Stanley to make such filings and pay 
taxes with respect to UBTI as it deems appropriate (with the 
information received or made available to Morgan Stanley from 
you or other sources), and to liquidate assets of the Account 
to pay any such taxes, as this tax is an expense of your IRA 
and must be paid from the assets of your IRA. To the extent 
Morgan Stanley prepares such Form 990-T, Morgan Stanley 
reserves the right to charge you, or your IRA, for the cost of 
such preparation, and for any penalties, interest, losses or 
expenses relating to such taxes and filings.

(B) Direct Transfers.
All or a portion of any Roth IRA you maintain with another 

custodian or trustee may be directly transferred to your  
Morgan Stanley Roth IRA at any time, provided such assets are 
in a form acceptable to Morgan Stanley. At your written request, 
Morgan Stanley will make such a transfer of all or a portion of your 
Roth IRA to another custodian or trustee.

(C) Transfer Incident to a Divorce.
All or any portion of your Roth IRA assets may be transferred 

tax-free to a Roth IRA of your spouse or former spouse pursuant 
to a court-ordered division of property, separation or divorce and 
shall be held as a separate Roth IRA for the benefit of your spouse 
or former spouse. Contributions so transferred will be deemed to 
have been first made to your spouse or former spouse’s Roth IRA 
in the same taxable year as they were first made to your Roth IRA. 
Absent receipt of a court order, any such transfer will, however, be 
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subject to the normal tax distribution rules, which may result in 
income tax (and potentially excise tax penalties).

(D) Recharacterization and Reconversion of 
Contributions.

You (or your executor, administrator or other personal repre-
sentative of your estate) may recharacterize a contribution made 
to a Traditional or a Roth IRA (the “First IRA”) by transferring 
the amount contributed with any allocable earnings to another 
Traditional or Roth IRA (the “Second IRA”). You must give notice 
to the trustee or Custodian of both the First and Second IRA that 
you want to transfer and recharacterize your IRA contribution no 
later than the due date, with extensions, of your Federal income 
tax return for the tax year. A contribution that is recharacterized is 
treated as having been originally contributed to the Second IRA on 
the same date and for the same tax year as the original contribution 
to the First IRA. The recharacterized contribution is reported to 
the IRS and is treated as a contribution to the Second IRA. The 
recharacterization is accomplished by transferring the amount 
being recharacterized (in cash or in kind), adjusted for net gains 
or net losses, from the First IRA to the Second IRA.

Recharacterization is primarily intended to allow you to reverse a 
conversion to a Roth IRA if you realize that your MAGI will exceed 
$100,000 (before 2010) or your account drops in value after the con-
version or you change your mind for any other reason. By recharacter-
izing the Roth IRA contribution as a Traditional IRA contribution, 
the transaction will be treated as a rollover between two Traditional 
IRAs for which no income or penalty taxes will be due. Congress and 
the Internal Revenue Service have amended the Internal Revenue 
Code and tax regulations to broadly allow the recharacterization 
of any IRA contribution except for tax-free rollovers or transfers 
or employer contributions (including employee salary deferrals) 
to a SEP, SAR-SEP or SIMPLE IRA Plan. (Though a rollover made 
in error from a Traditional or Roth IRA to a SIMPLE IRA may be 
recharacterized). In other words, you may recharacterize all or 
a portion of a contribution. The 12-month limit on IRA rollovers 
does not apply to a recharacterized contribution.

If a Roth IRA conversion is properly recharacterized as an IRA 
contribution, the prior conversion amount is treated as a rollover 
to the Traditional IRA, not the Roth IRA, and no income or penalty 
tax will be due. However, if the conversion is not properly recharac-
terized, it will be treated as an annual Roth IRA contribution and, 
to the extent the annual contribution limit described in Section 
III(A)(2) above is exceeded, as an excess contribution subject to 
the 6% penalty excise tax (see VI(F)(2) below).

A taxpayer who converts an amount from a Traditional IRA to 
a Roth IRA and then transfers that amount back to a Traditional 
IRA by means of a recharacterization may be eligible to convert 
that amount again to a Roth IRA (a “Reconversion”). Pursuant to 
the rules set forth in Income Tax Regulations §1.408A-5 (Q&A9), an 
amount that has been rolled over or converted from a Traditional 
IRA or a SIMPLE IRA to a Roth IRA and transferred back to a Tra-
ditional or SIMPLE IRA by means of a recharacterization, may not 
be reconverted to a Roth IRA before the later of (i) the beginning 
of the next following taxable year, or (ii) 30 days after the date on 
which the amount was transferred back to the Traditional or SIMPLE 
IRA by means of the recharacterization. Any amount previously 

converted must be adjusted for subsequent net income to determine 
the amount subject to this limit on subsequent Reconversions. For 
this purpose, a conversion before 2010 which fails (and is subse-
quently recharacterized) because the Participant’s MAGI exceeds 
the $100,000 limit is subject to this limit on Reconversions.

Rollover IRAs that (1) qualify as conduit IRAs under Code Sec-
tion 408(d)(3)(A)(ii), (2) are rolled over or converted to a Roth IRA, 
and (3) are subsequently recharacterized to a Rollover IRA; do not 
lose their status as conduit IRAs solely because of the conversion 
and recharacterization.

A Reconversion will change the taxpayer’s taxable conversion 
amount from the value of the Traditional IRA on the date of the 
last conversion to the value of the Traditional IRA on the date of 
the Reconversion. However, a Reconversion that exceeds the lim-
its described above (an “excess Reconversion”) will not change 
the taxpayer’s taxable conversion amount. Instead, for income tax 
purposes, the excess Reconversion and the last preceding recharac-
terization will not be taken into account and the taxpayer’s taxable 
conversion amount will be based on the last conversion that was 
not an excess Reconversion. A taxpayer who has made an excess 
Reconversion has the choice of leaving the reconverted amount in the 
Roth IRA and paying taxes based on the value of the Traditional IRA 
distribution used for the last “good” conversion (or Reconversion) 
or recharacterizing the excess Reconversion amount as a rollover 
to a Traditional IRA, deferring taxes until a later distribution.

(1) Direct Rollovers/Transfers by Nonspouse Beneficiaries to 
an Inherited Roth IRA.

(A) Distributions from a Roth Account under a Plan.
Distributions from a deceased Participant’s Roth account under a 

401(a) plan, 403(b) plan, or governmental Section 457(b) plan that 
would satisfy all of the requirements for being an eligible rollover 
distribution to a Roth IRA but for that the distribution would be 
made to you as a Beneficiary who is not the Participant or the Par-
ticipant’s spouse can, instead of being paid to you, be transferred 
directly from the plan to an inherited Roth IRA on your behalf. 
Any check from the plan must be made out to Morgan Stanley 
Smith Barney LLC as IRA Custodian for the benefit of or showing 
in the memo line the names of the decedent and Beneficiary, and 
can’t be made payable to the Beneficiary directly. Transfers can 
also be made directly electronically from the plan to the inherited 
Roth IRA. This is known as a nonspouse Beneficiary direct rollover 
or transfer. Such plans were permitted to make such nonspouse 
Beneficiary transfers after 2006, but are required to offer them to 
nonspouse Beneficiaries beginning in their 2010 plan year.

(B) Converting Regular Plan Accounts to a Roth IRA.
In the case of a distribution from a regular account under a 

401(a) plan, 403(b) plan, or governmental Section 457(b) plan, 
Beneficiaries can make a direct transfer of the amount that would 
otherwise be an eligible rollover distribution to a Roth IRA. Such 
a direct transfer is subject to the rules for conversions. Effective 
2010, the MAGI and filing status of the Beneficiary are no longer 
used to determine eligibility to make a qualified rollover contri-
bution to a Roth IRA. A surviving spouse who makes a rollover 
to a Roth IRA may elect either to treat the Roth IRA as his or her 
own or to establish the Roth IRA as an inherited Roth IRA in the 
name of the decedent with the surviving spouse as the Beneficiary.  
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A nonspouse Beneficiary cannot elect to treat the Roth IRA as his 
or her own, and must treat it as an inherited Roth IRA.

(C) Required Minimum Distributions and Inherited  
Roth IRA

The receiving inherited Roth IRA must be identified and maintained 
as an inherited Roth IRA and is subject to the minimum required 
distribution requirements for a Roth Beneficiary. Under those mini-
mum required distribution rules, depending on the plan’s provisions, 
the required minimum distributions, for purposes of determining 
the amount eligible for direct transfer with respect to a nonspouse 
Beneficiary, are determined under either the 5-Year Rule (generally, 
that the entire interest of the employee be distributed within five 
years after the death of such employee) or the life expectancy rule 
(that the amounts generally be distributed over the life of or a period 
not exceeding the life expectancy of the Beneficiary, beginning not 
later than December 31 of the year after the year of the employee’s 
death). The plan administrator is responsible for determining the 
portion of any plan distribution that is an “eligible rollover distribu-
tion” that can be transferred to an inherited Roth IRA.

After the transfer, the required minimum distribution require-
ments that apply to an inherited Roth IRA are the same as would 
have applied to the plan. Thus, either the 5-Year Rule or the life 
expectancy rule will apply to determine the required minimum dis-
tribution to the nonspouse Beneficiary under the inherited Roth IRA 
as if the direct transfer to the inherited IRA had not occurred. The 
Beneficiary is responsible for continuing the appropriate applicable 
required minimum distributions, and may want to consult with their 
personal tax advisor. See V below for more information.

V. Distributions from Your Roth IRA
(A) In General.
You may take a distribution of all or any portion of your Roth 

IRA at any time. The amount you withdraw and the timing of your 
withdrawal will affect the amount, if any, of Federal income or 
penalty taxes owed as a result of the withdrawal. The Federal tax 
considerations of withdrawing assets from your Roth IRA are dis-
cussed below in Section VI.

(B) Form of Distributions.
You (or your Beneficiary if distributions commence after your 

death) may elect to have the balance in your Roth IRA paid, in cash 
or in-kind, as follows

• In a lump sum;
• �In equal or substantially equal installments payable at least 

annually over a period not extending beyond your life or life 
expectancy or the joint lives or life expectancies of you and 
your Beneficiary;

• �By purchase of a qualified annuity contract;
• �In monthly, quarterly or annual installments in an amount 

determined by you or your Beneficiary; or
• �Any combination of the above (subject to the requirements 

of the Code).
(C) Post-Death Required Minimum Distributions.
(1) Determining Who the Beneficiary Is for Post-Death Required 

Minimum Distributions Purposes. This Section sets forth the 
rules for Required Minimum Distributions (“RMDs”) paid after the 

death of the Roth IRA owner. RMDs are, in general, based upon the 
life expectancy of a Beneficiary or, in the absence of a Beneficiary, 
either the remaining life expectancy of the Roth IRA owner or the 
5-Year Rule described in C(2)(a)(iv) below. The Beneficiary whose 
life expectancy is used to calculate RMDs is not necessarily going 
to be paid all or even some of the decedent’s Roth IRA. The follow-
ing is a summary of rules for determining who is the Beneficiary 
for RMD purposes:

(a) Post-death RMDs do not have to begin until December 31 
of the year following the year of the Roth IRA owner’s death. In 
general, the Beneficiary for RMD purposes does not have to be 
determined until September 30 of the year after the year of the 
Roth IRA owner’s death.

(b) Any Beneficiary of the Roth IRA who disclaims his or her 
interest in the Roth IRA or who takes a distribution of his or her 
total interest in the Roth IRA before RMDs must commence, is not 
taken into account when determining who the Beneficiary is for 
purposes of calculating post-death RMDs.

(c) If there are multiple Beneficiaries, the Roth IRA may be split 
into separate Roth IRAs, one for each Beneficiary, and the RMD 
calculated separately for each Roth IRA. Notice must be given to 
the custodian no later than September 30 of the year following the 
year of the Roth IRA owner’s death. See (D)(iv) below.

(2) Post-Death RMD Rules for Different Types of Beneficiaries. 
The rules for determining the starting dates and amounts of post-death 
RMDs are different for each type of Beneficiary. These different rules 
are summarized below.

(a) Nonspouse Beneficiary.
(i) When RMDs for a Nonspouse Beneficiary Must Begin. 
If a designated Beneficiary is not the Roth IRA owner’s sur-
viving spouse (as described in (b)(i) below), the nonspouse 
Beneficiary must take RMDs until the Roth IRA is exhausted. 
Post-death RMD distributions must be calculated separately 
for each of the decedent’s Roth IRAs. Roth RMDs may not 
be satisfied by payments from Traditional IRAs. However, 
the RMD payable to a designated Beneficiary from this Roth 
IRA may be withdrawn from another inherited Roth IRA the 
same Beneficiary holds provided that it is inherited from 
the same decedent. The first calendar year in which a post-
death RMD must be taken (known as the first “Distribution 
Calendar Year” or “DCY”) for a nonspouse Beneficiary is the 
first calendar year after the year of death. The RMD must be 
taken by December 31 of every DCY.
(ii) Calculating RMDs for a Nonspouse Beneficiary. The non-
spouse Beneficiary calculates RMDs for any DCY by dividing 
the Roth IRA account balance as of December 31 of the prior 
year by a life expectancy factor. The life expectancy factor 
(applicable divisor) for the first DCY is found on Table I of 
IRS Supplement to Publication 590 next to the nonspouse 
Beneficiary’s age as of his or her birthday in the first DCY. 
For each succeeding year, the life expectancy factor will be 
the prior year’s factor minus one. This continues until the  
life expectancy factor for a DCY is less than one. In that year, 
the entire remaining balance of the Roth IRA must be dis-
tributed. This method of distribution is often referred to as 
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“nonrecalculation” or “term certain” because the Beneficiary’s 
life expectancy is not recalculated each year and the stream of 
payments may continue even after the Beneficiary’s death.
(iii) Death of Nonspouse Beneficiary. If the nonspouse 
Beneficiary dies before the Roth IRA is exhausted, the term 
certain described in (ii) above may continue to be paid to a 
Remainder Beneficiary or to the default Beneficiary until the 
Roth IRA is exhausted.
(iv) Alternative Distribution Methods. In lieu of receiv-
ing term certain payments, the nonspouse Beneficiary may 
elect to take a total distribution of the Roth IRA no later than 
December 31 of the fifth year following the year of the Roth 
IRA owner’s death (the “5-Year Rule”) or may take distribu-
tions that exhaust the Roth IRA at any time before the end 
of the five years following the year of death.
(v)	Nonliving Entity (Trust, Estate, Educational Institu-
tion). If the Beneficiary is a nonliving entity (for example, the 
Roth IRA owner’s estate, a charitable or educational institu-
tion or a trust that doesn’t qualify as a “Pass Through Trust” 
described in (D) below), the Roth IRA must be distributed 
using the 5-Year Rule. This rule also applies if the Roth IRA 
owner fails to designate a Beneficiary. Morgan Stanley Roth 
IRAs automatically designate a Beneficiary if the Roth IRA 
owner does not. See II(B)(3) above.
(b) Spouse as Sole Beneficiary.
(i) When RMDs for a Spouse Beneficiary Must Begin. If the 
Roth IRA owner’s surviving spouse is the sole Beneficiary of 
the Roth IRA, the surviving spouse may elect to commence 
taking RMDs as of the later of December 31 of the year after 
the year of death or the year in which the Roth IRA owner 
would have attained age 70½. If the spouse is not the sole 
Beneficiary, RMDs must begin by December 31 of the year 
after the year of death.
(ii) Calculating RMDs for a Sole Spouse Beneficiary. During 
his or her lifetime, post-death RMDs are calculated using a life 
expectancy factor based on the spouse’s actual age as of his or 
her birthday in each DCY. This is known as the “recalculation” 
method of determining RMDs. For this purpose, the surviving 
spouse uses Table I of IRS Publication 590. If the surviving 
spouse dies before the Roth IRA is exhausted, the spouse’s 
Beneficiary may continue to receive annual payments from the 
Roth IRA but must change to the nonrecalculating or term cer-
tain method. This is done by taking the spouse’s life expectancy 
factor (applicable divisor) for the spouse’s year of death and 
subtracting one for each subsequent year until the factor is less 
than one. The RMD for each year is the prior year’s December 
31 account balance divided by the applicable life expectancy 
factor. When the life expectancy factor for a DCY is less than 
one, the entire Roth IRA must be distributed during that year. 
If the spouse is not the sole Beneficiary, RMDs are calculated 
using the rules in (a) above and (E) below.
(iii) Death of Surviving Spouse Before RMDs Begin. If the 
surviving spouse is the sole Beneficiary and dies before RMDs 
must commence (see (i) above), the Roth IRA is distributed as 
if the spouse was the Roth IRA owner. The spouse’s Beneficiary 
must commence taking RMDs no later than December 31 of 

the year after the year of the spouse’s death using the term 
certain method described in (a)(ii) above. The life expectancy 
factor is determined using the spouse’s age in the year of the 
spouse’s death and subtracting one for each subsequent year. 
If the surviving spouse has remarried, his or her new spouse 
may not use the special rules for surviving spouses set forth 
in this subSection (b) but is, instead, treated as a nonspouse 
Beneficiary of the decedent’s Roth IRA.
(iv) Special Election to Treat Decedent’s Roth IRA as Spouse’s 
Roth IRA. If the Roth IRA owner’s surviving spouse is both the 
sole Beneficiary and has an unlimited right of withdrawal from 
the Roth IRA (this will generally be true except if the spouse 
is receiving IRA payments as Beneficiary of a trust), the sur-
viving spouse may elect to treat the Roth IRA as the surviving 
spouse’s Roth IRA. The special election may be made at any time 
before RMDs must commence in accordance with the deadline 
described in (i) above. This special election is automatically 
deemed to have been made if the surviving spouse either (A) 
fails to commence RMDs by the deadline described in (i) above, 
or (B) makes any form of contribution to the Roth IRA. Once 
this election is made, the Roth IRA is treated as the spouse’s 
Roth IRA for all purposes including the RMD rules.
(c) Pass-Through Trust as Beneficiary.
(i) Definition of Pass-Through Trust. A Roth IRA owner 
may designate a Pass-Through Trust as primary or contingent 
Beneficiary. To be treated as a Pass-Through Trust, the trust 
must be (A) valid under applicable state law, (B) irrevocable 
no later than the Roth IRA owner’s date of death, (C) have 
a Beneficiary or Beneficiaries who are identifiable from the 
trust instrument and (D) the Roth IRA owner or trustee has 
provided the Custodian with either a copy of the trust (and 
any amendments) or a written certification that (A) and (B) 
are true. The written certification must also list each trust 
Beneficiary, his or her share of the Roth IRA and the condi-
tions under which the trustee may pay each Beneficiary a 
share of the Roth IRA. The IRA owner or trustee must provide 
the Custodian with a new certification if there is a change 
in the trust that would change the original certification. The 
certification may be made at any time from the date the trust 
is designated as a Beneficiary until October 31 of the year fol-
lowing the year of the Roth IRA owner’s death. Morgan Stanley 
has a certification form for this purpose.
(ii) RMD Payments to Pass-Through Trust. RMDs for a 
Pass-Through Trust are calculated as if the Beneficiary of the 
trust was the Beneficiary of the Roth IRA, using the rules for 
nonspouse, spouse, nonliving entity and multiple Beneficiaries 
set forth in (C)(2)(a), (C)(2)(b), and (D) of this Section.
(d) Multiple Beneficiaries.
(i) General Rules. If two or more Beneficiaries have a right 
to receive payments from a decedent’s Roth IRA, RMDs must 
begin no later December 31 of the year after the year of death 
using the life expectancy of the oldest Beneficiary. RMDs are 
calculated under the rules for nonspouse Beneficiaries set 
forth in (C)(2)(a) above.
(ii) Special Spouse Rules Do Not Apply. If a surviving spouse 
is one of two or more Beneficiaries of an IRA, the special 
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rules for spouses set forth in (b) above do not apply (unless 
the Roth IRA is split into separate accounts as described in 
(iv) below).
(iii) Nonliving Entity. If any one of multiple Beneficiaries is 
a nonliving entity (other than a Pass-Though Trust described 
in (D)(i) above) then the Roth IRA must be distributed using 
the 5-Year Rule (unless the Roth IRA is split into separate 
accounts as described in (iv) below.
(iv) Dividing the Roth IRA into Separate Accounts. If the 
decedent’s Roth IRA is divided into separate accounts (one 
for each Beneficiary) no later than December 31 of the year 
after the year of the Roth IRA owner’s death, each separate 
account will be treated as a separate Roth IRA with a single 
Beneficiary. RMDs will be separately calculated for each Roth 
IRA using the rules applicable to that Beneficiary (nonspouse, 
spouse or nonliving entity). If the Beneficiary of a separate 
Roth IRA is the owner’s surviving spouse, the spouse may 
apply the rules set forth in (C)(2)(b) above to the separate 
Roth IRA. Morgan Stanley may require each Beneficiary to 
submit paperwork opening such separate accounts.

(D) Requesting a Distribution. You may take a distribution 
by submitting a written request to Morgan Stanley on a form pro-
vided by us and or in such other medium as we may approve and 
by providing any additional information or documents reasonably 
needed by Morgan Stanley to complete your distribution and make 
any reports Morgan Stanley is required to make to the IRS (or any 
other regulatory agency).

VI. Federal Taxation of Roth IRA Distributions
(A) Tax-Free Distributions.
(i) Qualified Distributions. Earnings included in a Qualified 

Distribution from your Morgan Stanley Roth IRA will not be subject 
to Federal income tax (i.e., such earnings will be excluded from 
your gross income). A Qualified Distribution is any payment of 
all or a part of your Roth IRA balance to you or your Beneficiary 
which is made after your Roth IRA satisfies the 5-Year Holding 
Rule (described in (ii) below) and is made:

(1) on or after the date you attain age 59½;
(2) to your Beneficiary (or your estate) on or after your death;
(3) on account of your having become Disabled; or
(4) as a Qualified First-Time Homebuyer Distribution but not 

in excess of a $10,000 lifetime limit.
(ii) 5-Year Holding Rule. Your Roth IRA account satisfies the 

5-Year Holding Rule for any distribution made after the end of the 
five full years starting with the first year in which you make any 
contribution (Regular, conversion or rollover from a Traditional or 
SIMPLE IRA or designated Roth account) to any Roth IRA. For this 
purpose, your first Roth IRA contribution of any kind is deemed 
to have been made on January 1 of the year for which it is made. 
For example, if you make a Roth IRA contribution for 2011 by April 
15, 2012, the 5-Year Holding Period will be satisfied on January 1,  
2016. Once you satisfy the 5-Year Holding Rule, you will have satis-
fied the rule for all of your Roth IRAs regardless of when they are 
established or when subsequent contributions or conversions are 
made. If you make a rollover to a Roth IRA from a designated Roth 
account, the period that the rolled-over funds were in the designated 

Roth account does not count for purposes of satisfying the IRA’s 
5-Year Holding Period. However, if you had established a Roth IRA 
in an earlier year, the 5-Year Holding Period that began as a result 
of that earlier Roth IRA contribution will apply to amounts rolled 
over from the designated Roth account.

If you die during your 5-Year Holding Period, the beginning of the 
five-year period remains unchanged. Thus, in determining the 5-Year 
Holding Period for purposes of distributions to your Beneficiary, 
the period during which you held the Roth IRA is included. The 
5-Year Holding Period is determined separately for Roth IRAs held 
by an individual as a Beneficiary and for the individual’s own Roth 
IRAs. However, if a surviving spouse treats a decedent’s Roth IRA 
as his or her own, the 5-Year Holding Period for all of the surviv-
ing spouse’s Roth IRAs ends at the earliest of the 5-Year Holding 
Period for the decedent’s Roth IRAs or the surviving spouse’s own 
Roth IRAs.

If you establish and then revoke a Roth IRA or recharacterize 
a Roth IRA contribution as a Traditional IRA contribution, the 
revoked or recharacterized contribution may not be used to start 
the clock for the 5-Year Holding Rule.

(B) Taxable Roth IRA Distributions.
Earnings included in a Roth IRA distribution that is not a Qualified 

Distribution are taxed as ordinary income. If a Roth IRA distribu-
tion fails to be a Qualified Distribution because the 5-Year Holding 
Rule has not been met, then the distribution is deemed to consist 
first of Regular Contributions (with all years aggregated), then 
conversion or rollover amounts on a first-in, first-out basis and, 
last, earnings. To the extent a distribution is treated as made from 
a particular conversion contribution, it is treated as made first from 
the taxable conversion amount.

For purposes of this rule, all of your Roth IRAs are aggregated. 
You are responsible for maintaining adequate records (such as 
account statements and confirmations) so that you may trace the 
history of your Roth IRA contributions in order to properly file 
your income tax return(s) for years in which you receive a Roth 
IRA distribution. You may maintain separate Roth IRAs and Roth 
Conversion IRAs for this purpose.

For purposes of this rule, the entire amount of any qualified 
distribution, as defined in Code Section 402A(d)(2), from a des-
ignated Roth account that is rolled over to a Roth IRA is treated 
as a Regular Contribution. Accordingly, a subsequent distribution 
from the Roth IRA in the amount of that rollover contribution will 
not be subject to Federal income tax (although any investment 
return on that rollover contribution earned in the Roth IRA will 
be taxable when distributed unless the distribution satisfies the 
requirements for a Qualified Distribution, including the 5-Year 
Holding Period, summarized above). A Qualified Distribution from 
a designated Roth account under Code Section 402A(d)(2) is a 
distribution which satisfies certain requirements that are similar, 
but not identical, to the requirements for a Qualified Distribution 
summarized above. For example, a Qualified Distribution from a 
designated Roth account does not include a Qualified First-Time 
Homebuyer Distribution.

If a nonqualified distribution from a designated Roth account 
is rolled over to a Roth IRA, the portion of the distribution that 
constitutes a nontaxable return of investment in the contract (for 
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example, contributions to the designated Roth account) is treated 
as a Regular Contribution to the Roth IRA, and the remainder of the 
contribution is treated as earnings. If only a portion of a nonquali-
fied distribution from a designated Roth account is rolled over to 
a Roth IRA, the portion that is rolled over is treated as consisting 
first of the taxable amount of the distribution.

If the entire account balance of a designated Roth account is 
distributed and some or all of the distribution is rolled over to a 
Roth IRA, and, at the time of the distribution, the investment in 
the contract exceeds the balance in the designated Roth account, 
the investment in the contract in the distributing plan generally is 
included in the amount treated as a Regular Contribution to the 
Roth IRA.

(C) Qualified Health Savings Account (“HSA”) Funding 
Distributions. If you are covered by a high deductible health 
plan (“HDHP”), you may be able to make a nontaxable HSA fund-
ing distribution from your Roth IRA, even if all or a portion of the 
distribution would otherwise be taxable under the above rules. The 
distribution must be contributed to your HSA in a direct trustee-to-
trustee transfer. The distribution will be nontaxable to the extent that 
it does not exceed the annual limit on your HSA contributions.

In general, you may make only one nontaxable HSA funding 
distribution during your lifetime. If, however, you subsequently 
change your HDHP coverage from self-only to family coverage, 
you may be able to make an additional HSA funding distribution 
during the same taxable year.

(D) Deemed Distributions.
1. The Code Defines Certain Transactions as “Prohibited Trans-

actions.” You (or upon your death or certain other circumstances, 
your Beneficiary) are generally considered to be “fiduciaries” of 
your Roth IRA because of your ability to direct the investment and 
transactions within your account. If you or your Beneficiary engages 
in a “prohibited transaction” described in Code Section 4975(c) 
with respect to your Roth IRA as a fiduciary of such Account, the 
Roth IRA will become immediately cease to be an IRA and will be 
taxable under Code Section 408(e)(2)(A) on the first day of the 
taxable year in which the prohibited transaction occurs, and your 
Roth IRA will be treated as having been distributed on such day. 
It will not be a Qualified Distribution. Both the taxable portion of 
your Roth IRA as of that day and the fair market value of the IRA’s 
earnings after that day will be included in your income for that 
taxable year. A 10% penalty tax on premature distributions will be 
imposed on the amounts included in gross income if you have not 
yet attained age 59½ and no exemption to the penalty tax applies. 
The same consequences apply to your spouse’s Roth IRA if your 
spouse engages in a prohibited transaction with his or her own 
IRA. In general, a “prohibited transaction” means any direct or 
indirect (1) sale or exchange, or leasing, of any property between 
a disqualified person and the IRA; (2) lending of money or other 
extension of credit between a disqualified person and the IRA; (3) 
furnishing of goods, services or facilities between a disqualified 
person and the IRA; (4) transfer to or use by or for the benefit of a 
disqualified person of the income or assets of the IRA; (5) dealing 
by the disqualified person who is a fiduciary with the assets of the 
IRA in his own interest or for his own account; or (6) receipt of 
any consideration for his own personal account by any disqualified 

person who is a fiduciary from any party dealing with the IRA in 
connection with a transaction involving the income or assets of 
the IRA. For this purpose, “disqualified persons” means generally 
the individual for whom the IRA is maintained, such individual’s 
family members, and any person or entity from which the IRA 
Participant derives a personal benefit, or a business or other entity 
(such as a trust) in which you have a 50% or greater interest, or, if 
your employer contributes to your IRA, between the IRA and your 
employer or an owner of your employer. If someone other than the 
owner or Beneficiary of a Roth IRA engages in a prohibited transac-
tion, that person may be liable for certain penalty taxes. In general, 
there is a 15% tax on the amount of the prohibited transaction and 
a 100% additional tax if the transaction is not corrected.

Examples of prohibited transactions are: borrowing from your 
Roth IRA or “pledging” (guaranteeing) any debt using the assets 
of your Roth IRA; engaging in a cross trade between your non-IRA 
brokerage account and your Roth IRA; investing Roth IRA assets 
in a residence for personal use (present or future); selling or leas-
ing property to your Roth IRA; or, buying or leasing property from 
your Roth IRA. The extension of credit between the IRA and the 
Custodian or any of its subsidiaries or affiliated companies is also 
a prohibited transaction.

2. Pledging IRA Assets—Tax Treatment: If you use all or any 
portion of an IRA as security for a loan, then the portion so used 
is treated as distributed to you and, to the extent such portion 
is attributable to deductible contributions and earnings, will be 
included in your income for the taxable year during which you so 
use the IRA. Further, you may be subject to the 10% penalty tax on 
premature distributions of the amount pledged if you pledge your 
IRA before you attain age 59½.

3. Collectibles Purchased in the Account: If you use IRA assets 
to acquire “collectibles” such as artworks, rugs, antiques, met-
als, gems, stamps, coins, alcoholic beverages or any other tangible 
personal property classified by the Department of the Treasury 
as a collectible within the meaning of Code Section 408(m), the 
assets so used will be treated as having been distributed to you in 
an amount equal to the cost of the collectibles. There is a limited 
exception to this rule for certain coins and bullion; please confirm 
with your Financial Advisor or Private Wealth Advisor whether or 
not Morgan Stanley currently permits coins and/or bullion to be 
held in your Account.

(E) Federal Income Tax Withholding.
Federal income tax will be withheld at the rate of 10% from the 

taxable portion of your distribution unless you (or your Beneficiary) 
elects, on a form acceptable to us, not to have such amount withheld. 
Distributions made to you or your Beneficiary at an address outside 
of the United States or its possessions are subject to withholding.

(F) Federal Penalty Taxes.
(1) 10% Penalty Tax on Premature Distributions. If your Roth 

IRA distribution is not a Qualified Distribution or a qualified HSA 
funding distribution, a penalty tax of an amount equal to 10% of 
the earnings included in your Roth IRA distribution (or deemed 
distribution) is imposed, unless an exception listed below applies. 
Also, if your distribution includes any amount that was included in 
gross income due to a conversion or rollover from a Traditional IRA 
or a plan (the “taxable conversion amount”) within the previous 
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five taxable years (starting with the year of the distribution), the 
10% penalty tax will be imposed on the taxable conversion amount 
even though the distribution was taxed at the time of conversion 
and is not otherwise taxable in the year of the Roth distribution, 
unless an exception listed below applies. The 10% penalty tax will 
not apply if the distribution is paid under any one of the following 
circumstances:

(i) you receive the distribution after you have attained age 
59½;
(ii) your Beneficiary receives the distribution on account of 
your death;
(iii) you receive the distribution after you have become 
Disabled;
(iv) the distribution is part of a scheduled series of substan-
tially equal payments made at least annually until the later 
of 5 years or your attaining age 59½ calculated using the life 
expectancy of you alone or jointly with your Beneficiary;
(v) the distribution is used as a rollover contribution to another 
Roth IRA;
(vi) the distribution is a Qualified First-time Homebuyer 
Distribution but not in excess of a $10,000 lifetime limit;
(vii) the distribution (together with all other premature Roth 
IRA, IRA and Retirement Plan distributions for the same year) 
is not in excess of your Qualified Higher Education Expenses 
for the year of the distribution;
(viii) the distribution (together with all other premature Roth 
IRA, IRA and Retirement Plan distributions for the same 
year) does not exceed your Qualified Medical Expenses in 
excess of 7.5% of your AGI;
(ix) the distribution is paid to you after separation from employ-
ment (or within 60 days of re-employment) in the same or 
next succeeding taxable year after you have received (or would 
have received but for your self-employment) Federal or state 
unemployment compensation for at least 12 consecutive weeks 
as a result of such unemployment provided the Roth IRA 
distribution is used to pay premiums for health care coverage 
during such period of unemployment;
(x) all or a portion of your Roth IRA is transferred to your 
spouse or former spouse pursuant to a court order of divorce, 
property distribution or maintenance;
(xi) The distribution is a Qualified Reservist Distribution; or
(xii) The distribution is a Disaster-Related Distribution.

(2) 6% Tax on Excess Contributions. An excise tax equal to 
6% of any excess contribution is imposed for the taxable year in 
which such contribution is made and for each later year until the 
excess amount is eliminated. An excess contribution includes any 
amount that exceeds the Maximum Amount described in Section 
II(A) above or which fails to be a Qualified Rollover under Code 
Section 408(d)(3). If the amount of the excess and the earnings 
thereon are transferred to a Traditional IRA or are withdrawn 
from your Roth IRA prior to the due date for filing your Federal 
income tax return (with any extensions) for the year for which 
the contribution was made, the 6% excise tax will not be imposed 
and the earnings will be taxable income in the year in which the 
excess contribution was made. Any earnings so withdrawn will also 

be subject to the 10% tax on premature distributions unless one 
of the exceptions to that tax applies (see (1) above). If the excess 
contribution is withdrawn after your Federal income tax return 
is due, the 6% penalty tax is imposed and earnings will be taxable 
income in the year of the withdrawal (and the 10% additional tax 
on premature distributions may apply).

If an excess amount is contributed in one year and is not withdrawn 
in later years, the excess amount will be subject to a cumulative 6% 
excise tax each year until it has been withdrawn.

The excess contribution may be eliminated in later years if you 
contribute less than the Maximum Amount allowable in any year 
after the excess contribution is made. The portion of the excess 
contribution equal to your unused current year’s Maximum Amount 
will then be treated as a current year contribution. If you contributed 
less than the Maximum Amount in years before the year you make 
an excess contribution; the prior years’ “under contributions” may 
not be used to reduce the excess contribution.

You may be able to avoid having an excess contribution by apply-
ing the recharacterization rules described in Section III(D) above. 
However, an excess contribution from a prior year that is treated 
as a current year contribution under the preceding paragraph may 
not be recharacterized.

(G) Reports to the IRS. You must file IRS Form 8606 with your 
Federal income tax return for each year for which you receive a 
distribution from a Roth IRA. You must file IRS Form 5329 with 
the Internal Revenue Service for the taxable year during which you 
are subject to any of the penalty taxes described above.

(H) Internal Revenue Service Approval. The Morgan Stanley 
Roth IRA has been approved by the IRS as to form of the Roth IRA 
document only, and does not represent any endorsement or deter-
mination of the merits of opening such Roth IRA at Morgan Stanley.

(I) Additional Information. You may obtain further informa-
tion about the Federal income taxation of individual retirement 
programs from any District Office of the Internal Revenue Service, 
or form the IRS website, www.irs.gov. You may want to review IRS 
Publication 590, Individual Retirement Arrangements.

(J) State Tax Rules. Some states and localities may have tax rules 
differing from the Federal rules with respect to Roth accounts. You 
should consult your tax advisor in this regard.

VII. Client Agreement and Arbitration
The brokerage account components of your Roth IRA are subject 

to the terms and conditions contained in the Client Agreement 
with Morgan Stanley, which include, among other requirements 
(e.g., Patriot Act disclosures) a pre-dispute arbitration provision. 
Any claims or controversies are subject to an arbitration clause as 
set forth in the Client Agreement.

VIII. Federal Estate and Gift Tax Rules
Amounts held in your Morgan Stanley Roth IRA are includible 

in your gross estate for Federal estate tax purposes (although IRA 
assets for which a non-estate Beneficiary is selected are not gen-
erally considered to be probate assets in most state jurisdictions). 
For further information about how your Roth IRA may fit in with 
your estate, consult your estate or tax advisor.



roth ira

62	 morgan stanley | 2012

IX. Additional Financial Information
1. Account Maintenance and Other Fees
(a) Fee Schedule. A Fee Schedule is provided in Section XVI of 

this Disclosure Statement, listing the account fees described below, 
as well as additional fees which may be assessed against the Roth 
IRA for additional services. This Fee Schedule may be supplemented 
or amended by the Custodian upon notice.

(b) Timing and Payment Methods for the Maintenance Fee. 
The annual maintenance fee shall be charged for any calendar year 
or portion of any calendar year during which you have an IRA with 
us. Fees are due and payable on the following dates: (a) when you 
open your IRA; (b) for subsequent years, annual maintenances fees 
will be due on or after the 10th business day of the quarter-ending  
month on or after your account’s anniversary month (if your account 
remains open on that date); and (c) the day you terminate or trans-
fer your IRA.

The maintenance fee due when you open your IRA may be paid 
by means of a check made payable to the Custodian, a written 
direction to transfer funds from another Morgan Stanley account 
or by directing Morgan Stanley to deduct the fee from funds you 
are transferring or rolling over from an eligible retirement plan at 
another institution. Your annual maintenance fee for subsequent 
years will be automatically debited from the IRA unless you elect 
in writing one of the following methods: (i)) payment by means of 
a check made payable to Morgan Stanley or (ii) transfer of funds 
from another eligible Morgan Stanley non-retirement account (if 
possible) and, in the event payment is not made sooner under one 
of these two elections, the annual maintenance fees will be auto-
matically debited from the IRA on or after the 10th business day of 
the quarter-ending month on or after your account’s anniversary 
month. The maintenance fee that may be due upon the termina-
tion or transfer of your account will be automatically debited from 
your Roth IRA account in addition to the termination or transfer 
fee. To effect the payment of fees from an account when the fees 
are automatically debited, Morgan Stanley will liquidate assets in 
accordance with Section 6.3(f ) of the Morgan Stanley Roth IRA 
document.

(c) Low Balance Household Fee. A Low Balance Household Fee 
will be charged quarterly to Morgan Stanley households which do 
not meet certain criteria. Morgan Stanley reserves the right to waive 
this fee, as described in (d) below. The details of the Low Balance 
Household fee are contained in the Fee Schedule included in this 
Disclosure Statement, as amended from time to time by us. The Fee 
will be charged to only one account in the household. Only Active 
Assets Accounts, Basic Securities Accounts and IRAs (Traditional 
or Roth) can be charged the fee. Your IRA balance will be used to 
determine whether this fee applies and the fee may be deducted 
from your IRA if you do not have enough assets in an Active Assets 
Account or Basic Securities Account to pay the fee.

(d) Fee Waivers. Morgan Stanley may, in its sole discretion, elect 
to discount or waive certain fees, including but not limited to IRA 
account fees, for certain customers. Morgan Stanley reserves the right 
to amend when fees are due and payable. To learn about the availability 
of any fee discounts or waivers, please contact your Morgan Stanley 
Financial Advisor or Private Wealth Advisor.

2. Other Compensation Earned by Morgan Stanley and its 
Affiliates

(a) Float. The Participant understands that the Custodian may 
retain, as compensation for its provision of services, your Account’s 
proportionate share of any interest earned on aggregate cash bal-
ances held by Morgan Stanley or an affiliate with respect to assets 
awaiting investment. Such interest retained by the Custodian shall 
generally be at the prevailing Federal Funds interest rate.

“Assets awaiting investment” for these purposes include: (1) new 
deposits to the Account, including interest and dividends; and (2) 
any uninvested assets held by the Account caused by an instruction 
to the Custodian to purchase and sell securities (which may, after 
the period described below, be automatically swept into a sweep 
vehicle). With respect to such assets awaiting investment: (i) where 
such assets are received by the Custodian on a day on which the 
New York Stock Exchange is open (“Business Day”) and before the 
close of the New York Stock Exchange on that day, such interest 
shall be earned by the Custodian through the end of the following 
Business Day; or (ii) where such assets are received on a Business 
Day but after the close of the New York Stock Exchange on such 
day, or on a day which is not a Business Day, such interest shall be 
earned through the end of the second following Business Day.

(b) Disclosure Regarding Payment for Order Flow and ECNs. 
Morgan Stanley is committed to providing best execution for cus-
tomer orders. In furtherance of this commitment, Morgan Stanley 
considers several factors, including price, the available liquidity 
pool, execution speed, transaction costs, service and opportunities 
for price improvement in determining where to route customer 
orders for execution. Industry regulations require that we disclose 
whether we receive compensation for directing client orders for 
execution to various dealers, exchanges or market centers. This 
compensation is commonly referred to as “payment for order 
flow.” Consistent with these considerations, Morgan Stanley and/
or its affiliates accept benefits that constitute payment for order 
flow. Morgan Stanley routes customer orders to national securities 
exchanges, alternative trading systems (“ATSs”), including electronic 
communications networks (“ECNs”), and other market centers. 
Certain market centers offer cash credits for orders that provide 
liquidity to their books and charge explicit fees for orders that 
extract liquidity from their books. From time to time, the amounts 
of credits that Morgan Stanley and/or its affiliates receive from 
one or more of such market centers may exceed the amount that is 
charged. Under these limited circumstances, such payments would 
constitute payment for order flow. Notwithstanding the foregoing, 
Morgan Stanley regularly and rigorously monitors the quality of the 
executions provided by all market centers to which customer orders 
are routed to ensure those market centers are providing the best 
execution reasonably available under the circumstances. Additional 
information regarding these disclosures will be provided upon 
written request and certain order routing information is available  
online at www.morganstanleyindividual.com/CustomerService/ 
Disclosures/#2.

Morgan Stanley and/or its affiliates have ownership interests in 
and/or Board seats on ECNs or other ATSs. In certain instances, 
Morgan Stanley and/or its affiliates may be deemed to control one 
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or more of such ECNs or ATSs based on the level of such ownership 
interests and whether Morgan Stanley and/or its affiliates are rep-
resented on the Board of such ECNs or ATSs. Morgan Stanley and/
or its affiliates may from time to time, directly or indirectly, effect 
client trades through ECNs or other ATS in which Morgan Stanley 
and/or its affiliates have or may acquire an interest or Board seat, 
and Morgan Stanley and/or its affiliates may thereby receive an 
indirect economic benefit based upon their ownership in the ECNs 
or other ATS. Morgan Stanley and/or its affiliates will, directly or 
indirectly, execute through an ECN or other ATS in which it has 
an interest only in situations where Morgan Stanley and/or its 
affiliates, or the broker dealer through whom they are accessing 
the ECN or ATS, reasonably believes such transaction will be in 
the best interest of its clients and the requirements of applicable 
law have been satisfied.

In particular, pursuant to certain arrangements that were 
entered into in connection with the formation of Morgan Stanley, 
it is contemplated that Morgan Stanley, subject at all times to its 
obligations to obtain best execution for its customers’ orders, will 
route certain customer order flow to its affiliates, Morgan Stanley 
& Co. LLC and Citigroup Global Markets Inc. Furthermore, cur-
rently, Morgan Stanley and/or its affiliates (including affiliates of  
Morgan Stanley & Co. LLC and Citigroup Global Markets Inc.) own 
over 5% of the voting securities of certain ECNs or ATSs, including: 
(i) BATS Trading, Inc., operator of BATS Electronic Trading Network 
(commonly referred to as “BATS”); (ii) the entities that own and 
control the Block Interest Discovery Service (commonly referred 
to as “BIDS”); (iii) LavaFlow Inc.; (iv) EBX Group, LLC; (v) ELX 
Futures Holdings, LLC; (vi) ELX Futures, LP; (vii) The MuniCen-
ter; (viii) Boston Options Exchange, LLC; (ix) FX Alliance Inc.; (x) 
National Securities Exchange; (xi) the entity that owns and controls 
Pure Trading (Canadian Trading and Quotation System Inc., or 
“CNQ”); (xii) Optifreeze (Ballista Securities); (xiii) Liquidity Hub 
Limited; (xiv) NYSE Life US; (xv) OTC DerivNet; (xvi) TradeWeb; 
(xvii) Green Exchange Holdings LLC; and (xviii) MARKIT. Other 
exchanges, ECNs or ATSs on which Morgan Stanley may execute 
trades for client accounts include Archipelago, eSpeed, Instinet, 
NYFIX, Track ECN, BondDesk, ValuBond, and MarketAxe. The 
ECNs and ATSs on which Morgan Stanley trades for client accounts 
and in which Morgan Stanley and/or its affiliates own interests may 
change from time to time. You may contact your Financial Advisor 
or Private Wealth Advisor for an up-to-date list of ECNs and ATSs 
in which Morgan Stanley and/or its affiliates own interests.

(c) Brokerage Expenses. To the extent separately charged (as 
opposed to being included in any Managed Account fee), brokerage 
expenses will be charged against your IRA and will be provided to 
you through securities transaction confirms.

3. Other Expenses. Any taxes of any kind which may be imposed 
with respect to your IRA and any reasonable expenses incurred by 
us in the administration of your IRA together with any fees referred 
to above, shall be paid by you or, if not timely paid, will be charged 
against your IRA.

X Definitions
Any capitalized term used in this Disclosure Statement that is 

not defined in the text when the term first appears shall have the 

meaning set forth below. Any capitalized term used but not defined 
in this Disclosure Statement shall have the meaning given to it in 
Article I of the Morgan Stanley IRA document.

1. “Adjusted Gross Income” or “AGI” is your total income less 
certain deductions as shown on your Federal income tax return, 
but modified under Code Section 219(g)(3)(A), by adding in certain 
otherwise excludible income and deductions such as foreign earned 
income, adoption assistance or expenses, income from U.S. Savings 
Bonds used to pay Qualified Higher Education Expenses, student 
loan interest and deductible Traditional IRA contributions.

2. “Modified Adjusted Gross Income” or “MAGI” is your AGI 
but does not include a taxable conversion amount or, for taxable 
years after 2004, required minimum distributions. MAGI is used to 
determine your ability to deduct Traditional IRA contributions as 
well as to determine your eligibility to contribute to a Roth IRA.

3. “Disabled” shall mean you are unable to engage in any substantial 
gainful activity by reason of any medically determinable physical 
or mental impairment that can be expected to result in death or 
be of long-continued and indefinite duration. Under Code Section 
72(m)(7) you must, if requested by the IRS, be able to furnish proof 
of your disability in a form and manner acceptable to the IRS.

4. “Qualified First-Time Homebuyer Distribution” shall mean 
any distribution used, within 120 days of the date the distribution is 
received, to pay for the acquisition, construction or reconstruction 
of the principal residence of the Participant, Participant’s spouse or 
the child, grandchild or ancestor of the Participant or Participant’s 
spouse, provided that the individual for whom the principal resi-
dence is acquired or constructed (and the individual’s spouse) had 
no present ownership interest in a principal residence during the 
two-year period ending on the date a binding contract to acquire 
the principal residence was entered into or on which construction 
or reconstruction of the principal residence commenced. The aggre-
gate amount of distributions received by the Participant during the 
Participant’s lifetime which may be treated as Qualified First-time 
Homebuyer Distributions may not exceed $10,000.

5. “Qualified Higher Education Expenses” shall mean tuition, 
fees, books, supplies and equipment required for, and expenses 
for special needs services incurred in connection with, the enroll-
ment or attendance of the Participant, the Participant’s spouse or 
the child (as defined in Code Section 152(f )(1)) or grandchild of 
the Participant or Participant’s spouse, at an eligible educational 
institution (as defined in Code Section 529(e)(5)) reduced, for any 
taxable year, by any amount paid for the benefit of the student con-
sisting of a qualified scholarship, qualified educational assistance 
allowance or similar payment or qualified distributions from a 
qualified tuition program or an Education Savings Account which 
is excludible from gross income under the Code or any other Fed-
eral law. Qualified Higher Education Expenses also include room 
and board for students who are at least half-time up to the greater 
of the educational institution’s allowance for room and board in 
its cost of attendance (as described in Section 472 of the Higher 
Education Act) or the amount actually charged for room and board 
to a student residing in the institution’s housing.

6. “Qualified Medical Expenses” shall mean any amount paid 
for medical care (as defined in Code Section 213(d)) which you 
would be allowed to treat as a deductible medical expense if you 
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itemized your deductions for that year. For purposes of exempting 
a distribution from the 10% premature distribution penalty tax, it 
is not required that you actually itemize your deductions for the 
relevant year.

7. “Disaster-Related Distributions” currently include certain 
IRA distributions made before 2007 to individuals who sustained 
economic losses on account of Hurricane Katrina, Rita or Wilma, 
before 2009 to individuals who sustained losses attributable to 
the Kansas storms and tornados of May 4, 2007, and before 2010 
to individuals who sustained losses attributable to certain Mid-
western storms, tornados or flooding in 2008, if certain require-
ments, set forth in Code Section 1400Q(a), are satisfied. The total 
of an individual’s Disaster-Related Distributions from all IRAs and 
employer plans is limited to $100,000. Congress may permit other 
Disaster-Related Distributions from time to time.

8. “Qualified Reservist Distribution” shall mean a distribution 
made from an IRA to a member of a reserve component ordered or 
called to active duty after September 11, 2001, if certain requirements 
are met. Under Code Section 72(t)(2)(G), the individual must be 
ordered or called to active duty for a period in excess of 179 days 
or for an indefinite period. In addition, the distribution must be 
made during the period beginning on the date of such order or call 
and ending at the close of the active duty period.

XI IRA Fee Schedule (Effective April 1, 2012)
This Fee Schedule is part of the Morgan Stanley Roth IRA 

Document, but may be changed upon notification to the Partic-
ipant in accordance with Article X of the Roth IRA document.  
Morgan Stanley reserves the right, in its sole discretion, to elect 
to discount or waive certain fees, including but not limited to 
Morgan Stanley’s IRA maintenance fees, for certain customers. 
To learn about the availability of any fee discounts or waivers, 
please contact your Morgan Stanley Financial Advisor or Private 
Wealth Advisor.

(A) Account Fees:
Annual Maintenance Fee: $75
Account Termination Fee: $95 per account
Account Transfer Fee: $95 per account
Note: In the event that both the termination and transfer fees 

apply, only the transfer fee will be assessed.
(B) Description of Fees:
(1) Maintenance Fees: The annual maintenance fee shall be 

charged for any calendar year or portion of any calendar year dur-
ing which you have an IRA with us. Maintenance Fees are due and 
payable on the following dates: (a) when you open your IRA; (b) 
for subsequent years, annual maintenances fees will be due on or 
after the 10th business day of the quarter-ending month on or after 
your account’s anniversary month; and (c) the day you terminate 
or transfer your IRA.

The maintenance fee due when you establish your IRA may 
be paid by means of a check made payable to the Custodian, a 
written direction to transfer funds from another Morgan Stanley  
non–retirement account or by directing Morgan Stanley to deduct the 
fee from funds you are transferring or rolling over from an eligible 
retirement plan at another institution. Your annual maintenance 
fee will be automatically debited from the IRA unless you elect in 

writing one of the following methods: (i)) payment by means of 
a check made payable to Morgan Stanley or (ii) transfer of funds 
from another eligible non-retirement Morgan Stanley account (if 
possible) and, in the event payment is not made sooner under one 
of these two elections, the annual maintenance fees will be auto-
matically debited from the IRA on or after the 10th business day of 
the quarter-ending month on or after your account’s anniversary 
month (if your IRA remains open on that date). The maintenance 
fee due upon the termination or transfer of your account will be 
automatically debited from your IRA account. To effect the payment 
of fees from an account when the fees are automatically debited, 
Morgan Stanley will liquidate assets in accordance with Section 
6.3(f ) of the Morgan Stanley Roth IRA document.

(2) Termination/Transfer Fees: Account termination or transfer 
fees are charged when your IRA is closed. Termination fees are not 
charged if the account is distributed in any year following your 
disability or death or at age 75 or older. The Account Transfer Fee 
will be imposed for any or all account assets transferred from your 
Morgan Stanley Roth IRA to another financial institution. In the 
event both the termination and transfer fees would apply, only the 
transfer fee will be assessed.

(3) Brokerage/Advisory/Transaction Expenses: Brokerage 
commissions/fees, and other transaction related expenses will be 
charged directly to your IRA. The amount of any advisory or Man-
aged Account fees will be as set forth in the applicable Managed 
Account agreement.

(C) Low Balance Household Fee:
(a) Currently, a Low Balance Household* Fee of $50 per calendar 

quarter will be charged to households with less than $25,000 in 
Eligible Assets and Liabilities subject to the householding rules 
applicable to your account(s).** The fee will be charged to only 
one account in the household. Only Active Assets Accounts, Basic 
Securities Accounts and Morgan Stanley IRAs (Traditional or Roth) 
can be charged the fee.

All accounts within a household will be included in determin-
ing the total household value. Certain qualified plans and other 
accounts may not be eligible for householding with other account 
types. Accounts enrolled in the following services will be reviewed 
to determine whether the low balance threshold has been reached, 
but will not be charged the fee: managed-account programs, Choice 

* A household comprises one or more accounts formally grouped under one 
individual designated as the Head of Household. Certain accounts can be included 
in the household if the account address matches the Head of Household address or 
if the account owner qualifies, based on his/her familial relationship to the Head 
of Household.

** Eligible Assets and Liabilities refers to certain assets and liabilities that you have 
with the Custodian and may include equities, bonds, CDs, alternative investments, 
unit investment trusts, exchange-traded funds, mutual funds, 529 plans, insurance 
and annuities, as well as outstanding balances on Morgan Stanley Home Loans, also 
known as CreditSource® mortgages and home equity products (if you have consented 
to share this balance information), and margin loans. The Morgan Stanley Home Loans, 
also known as the CreditSource Program, is offered, and residential loans are made, 
by Morgan Stanley Credit Corporation and affiliated companies. Morgan Stanley 
Smith Barney LLC is not the lender. We arrange, but do not make, loans. Not all assets 
and liabilities qualify for the Benefits Programs. Contact your Financial Advisor or 
Private Wealth Advisor for more information regarding householding.
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Select,℠ Stock Option Plans (“SOPs”), Coverdell Education Savings, 
College SAVE 529, SEP, SIMPLE, VIP and RPM accounts.

(b) If there is more than one eligible account in the household 
to be charged, then:

• �Active Assets Accounts (including Business Accounts but 
excluding BusinesScape Accounts) will be charged before 
Basic Securities Accounts:

• �Basic Securities Accounts will be charged before IRAs.
• �If there are no Active Assets Accounts or Basic Securities 

Accounts, then IRAs will be charged.

• �Clients new to Morgan Stanley have until one year from the 
date the new household has been established before the Low 
Balance Household Fee is charged.

(D) Other Charges: Please ask your Financial Advisor or Private 
Wealth Advisor for information about other fees that may apply 
to your IRA relating to services that are now, or may be offered in 
the future.
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Summary of the Bank Deposit Program 
Effective October 2012

Through the Bank Deposit Program (“BDP”), cash balances are 
automatically deposited, or “swept” into interest-bearing FDIC-
insured deposit accounts (“Deposit Accounts”) established for you 
by Morgan Stanley at one or more Sweep Banks: Morgan Stanley 
Bank, N.A. (“MSBNA”) and Morgan Stanley Private Bank, National 
Association (“MSPBNA” and, together with MSBNA, the “MS 
Banks”), or Citibank, N.A. (“Citibank”). The Deposit Accounts 
at each Sweep Bank are established through and in the name of 
Morgan Stanley, as agent and custodian for its clients, and consist 
of a demand deposit account (“DDA”) and money market deposit 
account (“MMDA”). Your monthly Account statement will reflect 
your balances in each Sweep Bank.

If Citibank is your Sweep Bank, all funds will be deposited at 
Citibank without limit. If the MS Banks are your Sweep Banks, 
each bank will have a Deposit Limit of $490,000 for joint accounts 
and $245,000 for all other accounts. Deposit Limits are set slightly 
below the FDIC insurance thresholds to allow for accrued interest 
on the Deposit Accounts.

Funds are deposited at MSBNA up to the Deposit Limit, then 
MSPBNA up to the Deposit Limit. If your funds exceed the Deposit 
Limit at each Sweep Bank, excess funds will be deposited, without 
limit, into your Deposit Accounts at MSBNA, which means that 
you are likely to have funds at MSBNA that are not FDIC insured.

Withdrawals from your Deposit Accounts will be made on a 
“last in, first out” basis, which means that funds will be withdrawn 
from the Sweep Banks in the reverse order from which the funds 
were deposited.

Morgan Stanley may notify you by letter, an entry on your Account 
statement or other means that your Sweep Bank is changing in 
approximately 10 business days. If the MS Banks are your Sweep 
Banks, we may notify you that Citibank will become your Sweep 
Bank and, if Citibank is your Sweep Bank, we may notify you that 
the MS Banks will become your Sweep Banks. We may also notify 
you that the order of your deposits to the MS Banks is changing. 
However, you may contact your Financial Advisor or Private Wealth 
Advisor, to block deposits to (1) Citibank, (2) MSPBNA, or (3) MSBNA 
and MSPBNA.

To review current interest rates and the BDP Disclosure State-
ment, please visit http://www.morganstanleyindividual.com/ 
accountoptions/activeassets/investmentfeatures/.

Interest Rates Generally
The DDAs and MMDAs will earn the same rate of interest at 

each Sweep Bank. Interest rates on the DDAs and MMDAs are 
variable and subject to change without notice. Morgan Stanley and 
the Sweep Banks reserve the right to change the methodology used 
to determine the interest rates in their sole discretion. The Sweep 
Banks generally set the rates on a weekly basis, but may set the rates 
more or less frequently. Morgan Stanley generally recommends the 
interest rates and the Sweep Banks have the authority to modify 
the rates before approving and implementing them. The rate is 

generally based on a variety of factors including, but not limited to, 
prevailing economic and market conditions. Our ability to influence 
the rate on your Deposit Accounts presents a conflict of interest.

Brokerage Account Interest Rate Tiers
Brokerage accounts with BDP as their sweep option receive  

different tiered interest rates based upon the value of your BDP  
Pricing Group. A BDP Pricing Group is valued based upon the eligible 
assets in accounts within a household grouped together based on 
the same address. In addition, accounts utilizing the same social 
security number or tax identification number in a household may 
be included in a BDP Pricing Group even if the account address is 
different from the other accounts.

The interest rate tiers are as follows:
• �$10,000,000 or greater
• �$1,000,000 to $9,999,999.99
• �$500,000 to $999,999.99
• �$250,000 to $499,999.99
• �$100,000 to $249,999.99
• �Less than $100,000
Advisory Account Interest Rates
The interest rate for Advisory Account balances in BDP is the 

same as the highest tiered interest rate available to Brokerage 
Account balances.

Fee to Morgan Stanley
Each Sweep Bank will pay Morgan Stanley a fee equal to the 

percentage of the average daily deposit balances in your Deposit 
Account at the Sweep Bank. The amount of the fee received by 
Morgan Stanley will affect the interest rate paid by the Sweep Bank 
on your Deposit Accounts. Affiliates of Morgan Stanley may also 
receive a financial benefit in the form of credit allocations made 
for financial reporting purposes. No other charges, fees or commis-
sions will be imposed on your account as a result of or otherwise 
in connection with the Program.

Conflicts of Interest and Other Benefits
Morgan Stanley, the Sweep Banks and their affiliates may receive 

other financial benefits in connection with the BDP. The Sweep 
Banks may use the cash balances in their Deposit Accounts to fund 
certain lending activity. As with other depository institutions, the 
profitability of the Sweep Banks is determined in large part by the 
difference between the interest paid and other costs incurred by 
them on the Deposit Accounts, and the interest or other income 
earned on their loans, investments and other assets. Deposits in 
Deposit Accounts provide the Sweep Banks with a stable, cost-
effective source of lendable funds.

FDIC Coverage
Funds in the Deposit Accounts (principal and accrued interest) 

at each Sweep Bank are eligible for FDIC insurance up to a speci-
fied amount per depositor (the “Maximum Applicable Insurance 
Limit”) in each insurable capacity (e.g., individual or joint). The 
Maximum Applicable Insurance Limit is $250,000. Please keep  
in mind, however, that the Maximum Applicable Insurance Limit 
is established per depositor.
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Any deposits that you maintain in the same capacity directly 
with a Sweep Bank (including CDs), or through an intermediary 
(such as Morgan Stanley or another broker), will be aggregated 
with deposits in your Deposit Accounts at that Sweep Bank for 
purposes of the Maximum Applicable Insurance Limit. You are 
responsible for monitoring the total amount of deposits that you 
have with each Sweep Bank, in order to determine the extent of 

FDIC deposit insurance coverage available to you. We are not 
responsible for any insured or uninsured portion of a Deposit 
Account at a Sweep Bank. Please visit www.fdic.gov for more  
information.

Balances maintained in the Deposit Accounts at each Sweep 
Bank are not protected by SIPC or any excess coverage purchased 
by Morgan Stanley.
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Client Agreement*
In the following agreement, the words “we,” “us,” “our” and “MSSB” 
refer to Morgan Stanley Smith Barney LLC. The words “you,” “your,” 
“yours” and “client” refer to the account owner (Note that, in the 
case of an IRA, “you” refers to “you” as the beneficial owner of the 
account custodied by MSSB, or, in the case of a CESA, the individuals 
that may be involved in the CESA account (such as the “Contribu-
tor” to the Account, the designated Beneficiary or the applicable 
“Responsible Individual,” as the case may be, each as defined in 
the CESA document)).

In consideration of MSSB opening, maintaining or servicing an 
account or multiple accounts on your behalf, it is agreed that the 
terms and conditions of this Client Agreement for Active Assets 
Accounts, IRAs and CESAs (the “Agreement”) apply to any and all 
such accounts that you, in any and all capacities, open and maintain 
with or through MSSB or its direct or indirect subsidiaries and 
affiliates, now or in the future.

The provisions of this Agreement shall be continuous. Your heirs, 
executors, administrators, assigns or successors will also be bound 
by the term of this Agreement, as will any successor organization 
or assign of MSSB. Except for the statute of limitations applicable 
to claims, this Agreement is governed by the laws of the State of 
New York (and, with respect to IRAs and CESAs, the provisions 
of the U.S. Internal Revenue Code of 1986, as amended, and any 
successor tax statutes (the “Code”)), without giving effect to prin-
ciples of the conflict of laws. If any provision of this Agreement 
becomes inconsistent with any applicable current or future law, rule 
or regulation, that provision will be deemed changed to conform to 
the law. However, all other provisions will remain in effect. If any 
provision of this Agreement is determined by competent authority 
to be prohibited or unenforceable in any jurisdiction, that provision 
shall be deemed ineffective in that jurisdiction without invalidating 
the rest of this Agreement, nor rendering such provision invalid or 
unenforceable in any other jurisdiction.

Unless otherwise required by applicable law, and except as set 
forth in this Agreement or in other disclosures provided to you, 
neither we nor any other entity performing services in connection 
with this Agreement will be liable for consequential, special or 
indirect damages or losses. This Agreement does not confer any 
rights on any third parties, including any additional cardholders 
and Authorized Check Signers.

You agree that our failure to insist at any time upon strict compli-
ance with any term of this Agreement, or any delay or failure on our 
part to exercise any power or right given to us in this Agreement, 
or a continued course of such conduct on our part shall at no time 
operate as a waiver of such power or right, nor shall any single or 
partial exercise preclude any other further exercise. All rights and 
remedies given to us in this Agreement are cumulative and not 
exclusive of any other rights or remedies which we otherwise have.

MSSB may amend, supplement, modify or rescind any and all 
provisions of this Agreement, and, unless they are adverse to you 
or notice is required either by the provisions of applicable law 
or other governing agreements applicable to your account, such 
changes will take effect without notice to you. If, however, such 
changes are adverse to you, we will provide you with notice in 

accordance with applicable regulations before such changes take 
effect. Subject to the requirements of applicable law, MSSB may sell, 
transfer or assign this Agreement, in whole or in part, at any time 
with or without notice to you. You may not sell, assign or transfer 
any of your obligations under this Agreement without the express 
written consent of MSSB.

We may, with or without notice to you, decline to offer you certain 
services or cancel existing services available under this Agreement 
at our sole discretion consistent with the requirements of applicable 
law and other governing agreements applicable to your account.

You acknowledge that all agreements hereunder may be executed 
in counter parts. Certain features of your account may be subject to 
additional applications and agreements that also govern or supple-
ment this Agreement (including the IRA and/or CESA Adoption 
Agreement), all of which collectively govern your relationship 
with MSSB.

Any language in this Client Agreement or related agreements that 
may conflict or be inconsistent with the applicable IRA or CESA 
custodial agreements and plan documents or Sections 408 or 4975 
of the Code, and the regulations thereunder, shall be interpreted to 
be consistent and in compliance with the IRA or CESA custodial 
agreements and plan documents, and those Sections of the Code and 
regulations thereunder. To the extent it is not possible to interpret 
such language to be consistent and compliant with such IRA and/
or CESA custodial agreements and plan documents or these Code 
provisions and regulations, then such language shall be of no force 
or effect to the extent of such inconsistency or noncompliance.

1. Communicating with You
From time to time, but no less frequently than quarterly, we will send 
you statements for your accounts. We will also send you transaction 
confirmations as required by law or regulation. We will keep on 
file for you a mailing address that you provide (including an email 
address if so provided), and will use the address specified by you 
or any updated address you provide, to send you written commu-
nication by mail or other methods. We will consider any commu-
nication delivered to that address as delivered to you personally. 
You must notify us immediately of any change to your mailing or 
email address. If MSSB becomes aware of a change of your mailing 
address through notification from the U.S. Postal Service, it may 
update its records accordingly, however, MSSB has no obligation 
to you to update your mailing address unless you have personally 
notified us of the address change.

You acknowledge that the rules of the Securities and Exchange 
Commission (the “SEC”) require that certain communications 
be sent to you rather than to an agent acting on your behalf. You 
warrant that the address specified by you is an address where you 
personally receive communications unless it is the address of a 
qualified custodian as defined by the SEC.

You acknowledge that if you have provided instructions to link 
your account(s) with separate accounts of others, your personal 
and financial information may be provided to such other account 
owners by virtue of your account(s) being linked.

If you have designated another individual to receive your com-
munications from us pursuant to an Alternate Mail Instruction, 

* �The Client Agreement is applicable to all domestic Active Assets Accounts and Individual Retirement Accounts (Traditional/Rollover/Roth/Inherited/CESA/SEP/SARSEP and 

SIMPLE IRAs).
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you agree that the instruction is applicable to all communications 
(except certain regulatory mandated communications) including but 
not limited to proxies, prospectuses, confirmations and statements 
of account. In consideration of MSSB accepting and acting upon 
that instruction, you agree that all such communications shall be 
deemed for all purposes to have been personally received by you 
on the date indicated in such communication. You further agree 
to indemnify and hold harmless MSSB, its officers, directors and 
employees from any and all liabilities arising from MSSB’s com-
pliance with these instructions and you hereby specifically waive 
any claims from your election not to promptly review transactions 
posted to your account.

Transactions entered into for your account(s) shall be confirmed 
in writing to you where required by applicable law or regulation. 
You agree that transactions on your statements and confirmations 
shall conclusively be deemed accurate, binding and authorized by 
you unless you notify us in writing, within three (3) days of receipt 
for confirmations and ten (10) days of receipt for statements. Even 
if you have verbally advised us of any inaccuracy or unauthor-
ized activity, you must send written notice by letter or mail of the 
believed inaccuracy to the manager of the branch office servicing 
your account. Failure to so notify MSSB in writing will preclude 
you from asserting at a later date that such transaction was inac-
curate or unauthorized.

You understand and agree that the property in your account(s) 
may be transferred to the appropriate state if we are unable to 
contact you by mail or email and no activity has occurred in the 
account within the time period specified by state law.

2. Electronic Delivery
If you request electronic delivery, you understand and agree that 
you are providing blanket authorization to discontinue hard-copy 
delivery of most documents relating to your MSSB account(s) and 
begin electronic delivery to the email address you provide. Docu-
ments include but are not limited to your account statements, trade 
confirmations (including those accompanied by a prospectus), 
performance reports, Corporate Action Credit Advices, account 
documentation (including your client agreements and amendments 
to such), and all documents that may be added to eDelivery in the 
future, including tax documents (e.g., Forms 1099) and general 
correspondence (collectively “eDelivery Documents”). When you 
enroll in eDelivery, you consent to the electronic delivery of all 
eDelivery Documents and further agree and understand that you 
will not receive and we are not obligated to provide paper copies 
of such eDelivery Documents.

Your agreement to eDelivery also includes electronic delivery of 
syndicate offerings materials, including preliminary prospectuses 
and other documents including pricing terms for equity initial 
public offerings (“IPOs”), secondary offerings, and follow-ons as 
well as new issue Structured Investments and new issue Fixed 
Income Securities (“Syndicate Offerings”).

By selecting eDelivery, you are providing your informed and 
positive consent to receive eDelivery Documents electronically by 
accessing them on an MSSB or other third-party website selected 
by MSSB after being electronically notified by email that the eDe-
livery Documents are available for your review. After enrollment, 

you will receive enrolled eDelivery Documents in electronic form 
rather than by physical delivery.

You consent that when you select a document by type (e.g., trade 
confirmations) to be electronically delivered for all of your existing 
linked accounts, that document type will be electronically delivered 
for any accounts you may open in the future which are then linked 
to your existing accounts. If you do not select electronic delivery 
for a document type for all of your accounts, then that document 
type will not be automatically enrolled for electronic delivery for 
accounts you may open in the future.

You consent to be notified by email to the address you provide 
that an eDelivery Document is available on our secure website or 
a third-party website. The email address that you provide will be 
used to provide notifications of document availability to you for 
all selected accounts and document types for your Morgan Stanley 
Online username.

If at any time we are unable to deliver email notifications to your 
email address, you understand that:

• We will notify you by regular mail.
• �Depending on the reason for the delivery failure, we may 

immediately suspend eDelivery for the accounts and docu-
ments enrolled under your username/email address, resulting 
in physical delivery of eDelivery documents until such time 
that you revalidate your email address. Suspended accounts 
may not be able to participate in some Syndicate Offer-
ings, which require electronic delivery of preliminary  
prospectuses.

You understand that certain risks are associated with the transmis-
sion of confidential information, electronic delivery notifications, 
and other communications through the Internet including, but not 
limited to, unauthorized access, systems outages, delays, disrup-
tions in telecommunications services and the Internet. Email is not 
private or secure. The electronic delivery notices sent to you by 
email are not encrypted. Although such electronic delivery notices 
are not intended to contain personally identifiable information, 
they may contain in their design part or all of your name or other 
identifier that could be seen or intercepted by others if delivered 
to your business email address or other computers or electronic 
devices not exclusively under your control. You understand and 
agree that you will not respond to the electronic delivery notice by 
return email, or use it to request information, service, paper copies 
or other items or to revoke consent. MSSB will not be responsible 
to act upon requests made in this manner.

Although electronic documents are provided without charge, 
you understand that other online subscription or access fees by 
internet service providers may apply. You must maintain the abil-
ity to access and open electronic documents. There are minimum 
computer hardware and software requirements necessary to receive 
and view your electronic documents, including, but not limited to, 
an internet connection and internet browsing software. You may 
request a paper copy of any document delivered through eDelivery 
but you may incur a charge for that copy. MSSB will maintain an 
electronically accessible archive of your eDelivery documents on 
our secure client website for seven (7) years after document publica-
tion. If you wish to retain eDelivery documents for a longer period 
of time, you are responsible for archiving beyond seven (7) years. 
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You agree that, notwithstanding a request for electronic delivery 
of eDelivery Documents, we may in our sole discretion send you 
copies of documents in hard copy form.

3. Transactions
We may require a deposit or a full payment before we accept an 
order from you. Without limiting the foregoing, you agree that if 
your account does not have sufficient Spending Power available to 
complete a transaction, you will promptly deposit the necessary 
funds to your account(s). You understand that “Spending Power” 
in your account refers to the TOTAL of:

• Your free credit balances; (uninvested cash)
• Your Designated Sweep Investment balance; and
• Your available margin credit.
MINUS:
• �Any uncleared funds, funds reserved for Debit Card transac-

tions, account fees and other debit amounts owed to MSSB; and
• �Any cushion or minimum deposit amount imposed by or through 

MSSB for any reason.
In general, debits arising from securities transactions are satis-

fied from your account in the order set forth above. You under-
stand that your Spending Power may fluctuate on a daily basis 
and is dependent on factors, including, but not limited to, the time 
required to collect checks deposited in your account, the market 
value of securities in your account, the timing and status of Debit 
Card and securities transactions, and the time required to confirm 
transactions and data between financial institutions. You further 
agree that MSSB may determine, and may adjust, your Spending 
Power in its sole discretion.

All transactions entered into under this Agreement shall be sub-
ject to any applicable constitution, rules, regulations, customs and 
usages of the exchange or market and its clearinghouse, if any, where 
such transactions are executed by MSSB or its agents and to all 
applicable laws, rules and regulations of governmental authorities 
and self-regulatory agencies. Such reference to the “constitution, 
rules, regulations, customs and usages of the exchange” shall in no 
way be construed to create a cause of action arising from any viola-
tion of such constitution, rules, regulations, customs and usages.

In the event of a dispute between parties with conflicting claims as 
to the ownership of your account, we may refuse to accept instruc-
tions for transactions in the account other than joint instructions 
and we may freeze the assets in the account to prevent withdrawals 
or distributions.

If you are mistakenly credited with specific or definite funds or 
securities, or we have not yet collected from your account a specific 
and definite fee that you have incurred, you will promptly remit 
such funds or securities upon discovery, or reasonable suspicion, of 
the error, or upon our request. If you fail to do so, you will be liable 
to us not only for the full amount of the overpayment or uncol-
lected fee but also for any interest and expenses associated with 
its recovery. You understand and agree that these obligations are 
in effect notwithstanding any oral representations to the contrary 
made by any of our personnel.

You agree that if you do not fund your account within the first 
90 days of account opening, we may, in our sole discretion, restrict 

or cancel debit card or check writing privileges or access to certain 
other account services that we may designate. When you instruct 
us to sell “long” securities, you must own the securities when you 
place the order. You also agree to make good delivery of the securi-
ties you are selling by settlement day. You agree that if you instruct 
us to sell a security that we designate as a “long” sale, and we are 
unable to deliver the security to the purchaser as a result of your 
failure to provide the security to us, you acknowledge that we are 
required by law to purchase (i.e., “buy-in”) or borrow a security 
of like kind and quantity. You agree to be responsible for any loss 
which we may sustain through a buy-in or borrowing including 
any premiums, interest or other costs which we may be required 
to pay as a result of such buy-in or borrowing or the inability to 
make a buy-in or borrowing. You agree to designate a sell order as 
a “short sale” if, at the time you place the order, you either do not 
own the security being sold or are unable to deliver the security in 
a timely manner. You agree that short-sale transactions are subject 
to certain regulatory rules and cannot be executed under certain 
market conditions. In addition, depending on market conditions, we 
cannot guarantee that shares will be available to facilitate a short 
sale. You agree that MSSB may, at our discretion and without notice 
to you, buy-in securities to cover any short security position in your 
account. If you are unable to cover a short security position, either 
through delivery of the securities or through our buying in of the 
security in enough time so that we can deliver the security to the 
lender, you agree to reimburse us for any loss we may sustain as a 
result of your failure to deliver the security.

You understand that IRAs and CESAs are cash accounts, without 
margin privileges. You should ensure that there are sufficient funds 
in your IRA and/or CESA to complete a transaction.

4. Restrictions and Account Termination
You agree that we may in our sole discretion and without notice 
to you, to the extent permissible under applicable law and other 
governing documents applicable to your account, decline, cancel 
or reverse your orders or instructions, or place trading, disburse-
ment and other restrictions on any of your accounts. We may hold 
assets in any of your accounts if it is necessary to comply with 
governmental requests or to protect either your or our interests. 
The provisions of this Agreement will continue to apply to accounts 
that have been closed.

You agree that we may also in our sole discretion and without 
notice to you, to the extent permissible under applicable law and 
other governing documents applicable to your account, terminate 
or otherwise restrict any or all services rendered under this Agree-
ment at any time and for any reason. We may determine in our 
sole discretion to close any of your accounts or resign as custodian 
with respect to any IRA or CESA (to the degree applicable). You 
may at any time close any of your accounts by giving MSSB notice. 
When you instruct us to close your account, we may immediately 
cancel all open orders and terminate all services provided to your 
account, including, without limitation, your ability to write checks, 
use your Debit Card, or utilize other cash management privileges. 
You understand that we may at our option require you to return 
all Debit Cards and unused checks to us, or to destroy them. We 
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may hold your funds or securities until you have returned all Debit 
Cards and unused checks to us, or you have notified us in writing 
that all Debit Cards and unused checks have been destroyed.

Upon the closing of your account (whether closed at your instruc-
tion or at our discretion), you shall bear the sole liability for any 
depreciation in the value of priced securities in the account due to 
market movement. Following closing of your account, you agree 
to instruct us with respect to the disposition of assets remaining 
in your account. If, after a reasonable period of time we have not 
received your instructions regarding the disposition of the assets 
remaining in your account, we may, but are not obligated to, liquidate 
the assets remaining in your account and mail a check to you at the 
last known address we have on record for you. You understand and 
agree that we may liquidate the assets remaining in your account 
regardless of current market conditions. The proceeds of any liq-
uidated assets will not earn interest. These actions may cause you 
to recognize taxable income or to report losses for tax purposes. 
You acknowledge that you, and not MSSB, are responsible for any 
losses, fees, costs or charges you may incur as a result of liquidating 
the assets remaining in your account under such circumstances. 
Your account will be closed after all the assets remaining have been 
transferred from your account or liquidated and the proceeds paid 
to you. You understand and agree that until your account is closed, 
we will charge any applicable fees to your account.

You understand and agree that closing an account or terminating 
or restricting services will not affect your obligations incurred in 
connection with the account, including the obligation to pay for 
securities transactions, Debit Card transactions, checks or other 
charges. This Agreement will continue to govern matters relating 
to your account that arose before your account was closed or that 
may arise after the closing of your account.

If, after your account has been closed, we receive any dividends, 
interest or other payments with respect to assets previously held 
in your account, we will transfer such payments to you based on 
instructions you have provided us. If you have not provided us with 
instructions, we may liquidate any such securities and payments so 
received and mail a check to you at the last known address we have 
on record. You agree that we may charge any applicable fees result-
ing from our receipt of such dividends, interest or other payments.

In the event of your death, MSSB shall have no liability for fol-
lowing valid instructions previously received from you or received 
from your agent until MSSB has actual notice of your death. You 
agree that if this account is an individual account, upon notice of 
your death and prior to the appointment of an executor or admin-
istrator, we may, at our sole discretion, close out or sell any open 
positions held in your account or take any actions we deem neces-
sary to protect MSSB or your estate.

MSSB serves as the IRS-approved non-bank custodian for your 
IRA(s) and/or CESAs. The applicable IRA and CESA custodial 
or plan documents governing these accounts specify the terms 
and conditions under which (a) MSSB may resign or be removed 
as custodian of your IRA and/or CESA and (b) the closing of any 
associated brokerage accounts established under this Agreement, 
and in the event of any difference between the applicable IRA 
and/or CESA plan documents and this Agreement, the IRA and/

or CESA custodial or plan documents will govern. Your estate and 
beneficiaries shall bear the sole liability for any depreciation in the 
value of priced securities in the account due to market movement 
following notice of your death.

5. Sweep
You acknowledge and agree that, if your account is eligible, we are 
authorized without further direction from you to automatically 
deposit or “sweep” all the free credit balances in your account 
into one or more FDIC insured depository institutions (“Sweep 
Banks”) affiliated with us as more particularly set forth in the Bank 
Deposit Program Disclosure Statement, which is available at www.
morganstanley.com/wealth/accountoptions/activeassets/invest-
mentfeatures and will be sent to you upon your first deposit in the 
Program, and by which you agree to be bound. You acknowledge 
and understand that we may amend the list of Sweep Banks at any 
time with or without notice to you. You may eliminate such banks 
from the Bank Deposit Program as permitted in the Bank Deposit 
Program Disclosure Statement.

You acknowledge (i) that you are responsible to monitor the 
total amount of deposits you have at each Sweep Bank in order to 
determine the extent of FDIC insurance coverage available to you, 
and (ii) that MSSB is not responsible for any insured or uninsured 
portion of your deposits at any of the Sweep Banks.

You understand and agree that, if you qualify, you may choose to 
sweep free credit balances into an affiliated or non-affiliated taxable 
or tax exempt money market fund (to the extent available) instead 
of a Sweep Bank account. If you so instruct us, we are authorized, 
without any further direction from you, to invest any eligible free 
credit balance in any of your accounts in the taxable or tax exempt 
money market fund you have chosen.

You acknowledge and agree that if you do not select a designated 
sweep investment and are otherwise eligible, the Bank Deposit 
Program will be your designated sweep investment by default. You 
further acknowledge and agree that the rate of return on the Bank 
Deposit Program may be higher or lower than the rate of return 
available on other available sweep investments. You agree that 
MSSB is not responsible to you if the Bank Deposit Program has 
a lower rate of return than the other available sweep investments 
or causes any tax consequences resulting from your investment in 
the Bank Deposit Program by default.

You understand that some, though not all, sweep investments may 
have a minimum initial investment and/or Statement Consolida-
tion Plus Relationship value to activate the sweep. You agree that 
MSSB may impose its own minimum investment requirement to 
activate certain sweep investments. You agree that until such time 
as you meet the minimum initial investment, and/or Statement 
Consolidation Plus Relationship value, if applicable, your free credit 
balances will remain uninvested or will be invested in the default 
sweep investment. You further acknowledge that MSSB may at 
any time discontinue offering an available sweep investment and, 
upon notice to you, discontinue your designated sweep investment.

Without limiting the language set forth below, you hereby autho-
rize MSSB to automatically liquidate any money market fund shares 
or withdraw any Bank Deposit Program balances available in your 
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account(s) from time to time to cover any of your indebtedness or 
obligations to MSSB including non-trade related debts, such as 
but not limited to checks you have written. You acknowledge that 
MSSB is further authorized to liquidate any other property held 
in your account(s) to satisfy any such indebtedness or obligations 
whenever in MSSB’s discretion MSSB considers it necessary for 
MSSB’s protection and consistent with the requirements of appli-
cable law. Liquidations shall be made consistent with the require-
ments of other account documents, including the IRA or CESA 
custodial agreements and plan documents. You agree that if you 
change your designated sweep investment, MSSB may sell your 
shares in, or withdraw your funds from, your current designated 
sweep investment and (as applicable) purchase shares or deposit 
funds in your new designated sweep investment. You understand 
that there may be a delay between the time you sell your shares or 
withdraw funds from your current designated sweep investment 
and the time you purchase shares or deposit funds in your new 
designated sweep investment and you may not earn interest or 
dividends during the time your funds are not invested.

6. Fees, Charges and Compensation Earned by MSSB
You agree to pay any account fees and other charges related to your 
account(s) with us, and authorize us to automatically debit such 
fees from your account. You agree to promptly pay any deficiency 
that might arise in your accounts. You also agree that we may apply 
and you will pay a finance charge on any debit balance in your cash 
account(s). You also authorize us to transfer excess funds between 
any of your accounts for any reason that does not conflict with 
applicable law. You understand and agree that we reserve the right 
to add or change account and service fees and charges at any time 
with prior written notice to you of the new fees.

You understand that MSSB may retain, as compensation for its 
provision of services, your account’s proportionate share of any 
interest earned on uninvested cash balances held by MSSB or an 
affiliate.

As set forth in the Bank Deposit Program Disclosure Statement, 
you understand and agree that MSSB or its affi liates may earn 
additional compensation through the investment of your account(s) 
in the sweep vehicles noted above.

You understand and acknowledge that MSSB may effect trades 
on behalf of client accounts through exchanges, electronic commu-
nication networks, alternative trading systems and similar execu-
tion systems and trading venues (collectively, “Trading Systems”), 
including Trading Systems in which MSSB or its affiliates may have 
a direct or indirect ownership interest. In addition, you understand 
and agree that, subject at all times to its obligations to obtain best 
execution for its customers’ orders, MSSB will route certain customer 
order flow to its affiliates. Furthermore, currently, MSSB and/or 
its affi liates own over 5% of the voting securities of certain Elec-
tronic Communication Networks (“ECNs”) or Automated Trading 
Systems (“ATSs”), which are listed in the IRA or CESA Disclosure 
Statement applicable to your account. Other exchanges, ECNs or 
ATSs on which MSSB may execute trades for client accounts are 
also listed in the Disclosure Statement applicable to your account. 
The ECNs and ATSs on which MSSB trades for client accounts and 

in which MSSB and/or its affiliates own interests may change from 
time to time. You may contact your Financial Advisor or Private 
Wealth Advisor for an up-to-date list of ECNs and ATSs in which 
MSSB and/or its affiliates own interests. You further acknowledge 
that this Agreement shall constitute the requisite authorization and 
notice of MSSB’s intent to trade through all such Trading Systems, 
pursuant to section 408(b)(16) of ERISA and/or section 4975(d)
(19) of the Code, as may be applicable to IRAs, CESAs and other 
tax-deferred accounts.

To the extent separately charged (as opposed to being included 
in any Managed Account fee), you agree that brokerage charges 
will be assessed against your Account and will be provided to you 
through securities transaction confirms.

7. Costs and Debt You May Incur
As security for the payment of any amounts owed to us or our affili-
ates by you under this Agreement or otherwise, you grant to us a 
first priority continuing security interest in and lien on, and a right 
of setoff with respect to, all property that is, now or in the future, 
held, carried or maintained for any purpose in or through this or 
any other account with us that you maintain or have an interest 
in, whether owned individually, jointly or in the name of another 
person or entity. IRAs, CESAs, any qualified retirement or welfare 
benefit plan account or any other account holding assets of a “plan” 
as defined in Section 4975 of the Code (collectively, “IRAs, CESAs, 
or any other Retirement Accounts”), containing property are not 
subject to a security interest, lien or right of set off for debts owed 
us in your other accounts, but remain subject to legal remedies for 
debts and obligations owed in relation to the accounts themselves. 
You agree that we may elect, at any time, with or without notice, to 
make any debit balance or other obligation related to your account 
immediately due and payable. You further agree that we may at our 
discretion hold such property until your debts or obligations to us 
are fully satisfied, or we may apply such property and the proceeds 
of its liquidation toward the satisfaction of your debts and obliga-
tions. You understand that you will remain liable to MSSB for any 
deficiency. In enforcing our security interest, you agree that we 
have the discretion to determine which property is to be sold and 
the order in which it is to be sold. We also have all the rights and 
remedies available to us as a secured party under the New York 
Uniform Commercial Code. You agree that you will not cause or 
allow any of the collateral held in your account(s), whether now 
owned or hereafter acquired, to be or become subject to any liens, 
security interests, mortgages or encumbrances of any nature other 
than our security interest without our prior written consent.

As used in this Agreement, “property” includes, but is not limited 
to, investment property, securities accounts, commodities accounts, 
securities of all kinds, securities entitlements, money, savings depos-
its, certificates of deposit, bankers’ acceptances, commercial paper, 
options, commodities and contracts for future delivery of commodi-
ties or relating to commodities, securities or securities entitlements, 
and the distributions, proceeds, products and accessions of any of 
the above, including proceeds of proceeds. All property held in a 
securities account shall be treated as a financial asset under Article 
8 of the New York Uniform Commercial Code.
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Whenever it is necessary for our protection to satisfy any amounts 
owed to us by you (including, without limitation, the filing by, on 
behalf of, or against you of a petition or other proceeding under 
any applicable bankruptcy or insolvency laws), we may—but are 
not required to—sell, assign and deliver all or any part of the secu-
rities and other property held in your account, or close any or all 
transactions in your account. You agree to be responsible for all 
costs and commissions related to such liquidations. In addition, 
you agree that we shall be entitled to apply any dividends, capital 
gains payments, interest payments or other incoming funds, such 
as funds that would otherwise be invested through the Dividend 
Reinvestment Program, to cover fees or other indebtedness to us.

8.  Credit Verification and Reporting
MSSB at its sole discretion may inquire from any source, including 
your employer or a consumer reporting agency, as to your identity, 
creditworthiness (and your spouse’s, if you live in a community  
property state) and ongoing eligibility for the Account(s) upon  
the opening thereof and any time thereafter.

You authorize us to obtain copies of your consumer and credit reports  
at our discretion, at any time, for reasons including, but not limited 
to, the following:

• To collect a debit balance in your account;
• �To investigate, detect and prevent fraud involving you, or your 

account;
• �To help us evaluate whether to grant, extend or modify the 

terms and conditions of any margin credit you have applied 
for or received; or

• If a deposit of funds or securities to your account is returned.
You authorize us to share this information with others in the 

normal course of business. You have the right to request the name 
and address of any consumer reporting agency that furnished reports 
to us. These rights and obligations also apply to your spouse if you 
live in a community property state.

You understand that we may report any past due amount to a 
consumer or securities credit reporting agency. We may also refer 
your account to a collection agency and you agree that you will 
be responsible for any costs, fees or other expenses we incur as a 
result of such referral.

9.  Client Qualifications
By signing this Client Agreement, you represent that you are of the 
age of majority and are qualified to open account(s) with MSSB.

Unless you advise us in writing to the contrary, you also repre-
sent that neither you nor any member of your immediate family is 
an employee of any exchange, or of any corporation of which an 
exchange owns a majority of the capital stock, or a member of any 
exchange or of any corporation, firm or individual engaged in the 
business of dealing, either as a broker or as principal, in securities, 
bills of exchange, acceptances or other forms of commercial paper. 
You understand that you may be required, and agree if so requested 
by us, to provide us with a letter of approval from the employer if 
either you or an immediate family member is so employed.

You further represent that neither you nor any other person 
who has an ownership interest in or authority over this account 

knowingly owns, operates or is associated with a business that 
uses, at least in part, the Internet to receive or send information 
that could be used in placing, receiving, or otherwise knowingly 
transmitting a bet or wager.

10.  Losses Due to Extraordinary Events
You agree that we are not liable for loss caused directly or indirectly 
by government restrictions, exchange or market rulings, suspension 
of trading, interruptions of communications or data processing, 
war, terrorist acts, strikes, acts of God or other conditions beyond 
MSSB’s control.

11. � Cash Management Services (Note: Not all Cash  
Management Services May Be Available for IRAs  
and CESAs)

You understand and agree that if you intend to utilize a Debit Card, 
check writing privileges, Online Bill Payment or Electronic Funds 
Transfer (“EFT”) privileges offered in connection with your account, 
to the degree permitted by your account type, we are authorized 
to debit your account immediately whenever a check, electronic 
or paper draft, Online Bill Payment or Debit Card Transaction is 
presented for payment on your behalf, when an EFT transaction is 
effected, or when any fee or charge is due (collectively “Payments”). 
You agree to maintain Spending Power (as defined in Section 3 
herein), sufficient to pay for (i) checks written by you or any Autho-
rized Check Signers, (ii) EFT transactions, Online Bill Payments 
and Debit Card Transactions made by you or any additional Debit 
Card holders or other individuals authorized by you to effect such 
transactions, (iii) any securities trades, and (iv) standard fees for 
interest on any margin loans and other transaction fees.

In general, debits arising from Debit Card transactions, check 
writing, Online Bill Payments, EFT transactions, as well as any other 
withdrawals and account fees are satisfied from your account in 
the order set forth in Section 3 herein. You understand that your 
Spending Power may fluctuate on a daily basis and is dependent on 
factors, including, but not limited to, the time required to collect 
checks deposited in your account, the market value of securities 
in your account, the timing and status of Debit Card and securi-
ties transactions, and the time required to confirm transactions 
and data between financial institutions. You further agree that 
MSSB may determine, and may adjust, your Spending Power in 
its sole discretion, and that the loan value of eligible securities for 
the purpose of margin is subject to regulatory and MSSB credit 
policies then in effect.

You understand and agree, however, that if there is insufficient 
Spending Power in your account to cover payments when they 
become due, we have no obligation to make such payments. You 
also understand and agree that we have no obligation to make par-
tial payments. You agree that if your Spending Power at any time 
falls below zero, MSSB may suspend Debit Card privileges and 
terminate all Debit Cards issued on your account. If this occurs, 
you agree to immediately pay all amounts owed to us including any 
purchases on your Debit Card which will be immediately charged 
to your account.
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You may authorize additional Debit Card holders on your account. 
You agree that if you designate an additional Debit Card holder, you 
are authorizing Debit Card Transactions by the person to whom the 
additional Debit Card is issued. You accept all liability with respect 
to the Debit Card Transactions effected by you and any additional 
Debit Card holders or others whom you permit to use the Debit 
Card, issued with respect to your account.

You acknowledge and agree that if there are multiple account 
owners, any one account owner may give us instructions regarding 
these services (including the check writing privilege, Debit Card 
Transactions, Online Bill Payments or EFT transactions), and all 
account co-owners authorize us to comply with any such instruc-
tions. You acknowledge that any multiple signature designation by 
you in or on any checks, resolution, signature card or other account 
documentation is solely for your convenience and for your own 
internal control purposes and is not binding on us or our process-
ing bank and you agree that neither we nor our processing bank 
assumes any responsibility in that regard.

If we receive inconsistent instructions from any account co-owners 
relating to the check writing privilege, Debit Card Transactions, 
issuance of additional Debit Cards, Online Bill Payment or EFT 
transactions, or other transactions (including instructions regard-
ing cancellation of service or stopping of payment), we may, at our 
option, honor any one of the instructions, or decline to honor any 
inconsistent instructions.

You acknowledge and agree that we reserve the right to decline 
any purchase or cancel your check writing, Debit Card, online bill 
payment and EFT privileges at any time for any reason with or 
without notice to you. If we so decide, you understand and agree 
that you are responsible for any pending debits, which will be pro-
cessed and deducted immediately from your account.

Subject to any limitations imposed by applicable law, and except 
as otherwise set forth in this Agreement or in other disclosures 
provided to you, you agree that neither MSSB, nor any processing 
bank, nor the Debit Card issuer will be liable for any loss you incur 
in connection with your account, Debit Card Transactions, the check 
writing privilege, Online Bill Payments, EFT transactions, or other 
Active Assets Account feature unless we are negligent in fulfilling 
this Agreement. In no event will we, any processing bank, or the 
Debit Card issuer be liable for consequential, special or indirect 
damages or losses unless applicable law requires otherwise. You also 
agree that liability regarding online services is further limited by 
the applicable online services terms and conditions. To the extent 
you utilize online services you acknowledge that you are bound by 
those terms and conditions.

You shall protect your Debit Card, checks, each PIN, Telephone 
Authorization Code, and other account access security codes (“Security 
Codes”) from access by anyone not authorized by you to use them. 
You will be liable for all Debit Card, check and online transactions 
conducted by anyone to whom you have given access or who has 
obtained access even if not authorized by you up to applicable legal 
limits. You understand that you are responsible for reviewing your 
account statement promptly to discover and report unauthorized 
activity, including use of your Debit Card and checks. You must 
notify MSSB immediately if you believe or have reason to believe 

that there has been unauthorized activity in your account or that 
your Debit Card or checks have been lost, stolen or may be used 
by an unauthorized person. We may require that you send written 
confirmation of the unauthorized activity (or any error) within ten 
days of oral notification to Morgan Stanley Debit Card Operations, 
1 New York Plaza, 7th Floor, New York, NY 10004. Unless limited 
by law, or as otherwise set forth in this Agreement or in other dis-
closures provided to you, you will be responsible for losses that 
arise from your failure to (a) safeguard your Debit Card, checks and 
Security Codes and (b) review your monthly statement for possible 
unauthorized activity and to report any unauthorized activity to 
MSSB as provided herein. If your Debit Card (or any additional 
Card issued on your account) is cancelled, you must destroy, or 
if requested by us, return the Card. You will be responsible for 
any Debit Card Transactions that are processed because of your 
failure to destroy or return the Card following cancellation. You 
understand and agree that the use of Debit Cards is governed by 
the Debit Card company’s and the bank’s regulations as well as 
applicable federal and state laws.

You agree that any termination of your account will result in the 
cancellation of all Debit Cards issued, the check writing privilege, 
Online Bill Payment, EFT service and any direct deposit and direct 
payment processing. If your account is terminated, you will remain 
responsible for the payment of charges to your account, as well as 
all Debit Card Transactions and fees, any checks you write and any 
outstanding Online Bill Payments and EFT transactions, in each case 
whether arising before or after the termination of your account. If 
your account is terminated or the Debit Card and/or check writing 
privilege is cancelled, you agree to immediately cease using the 
cards and checks and you will promptly destroy, or if requested 
by us, return all unused checks and Debit Cards. You also agree to 
instruct all initiators of direct deposit, direct payment and Debit 
Card Transactions to immediately cease all activity.

A. Business Debit Cards (Not Applicable to IRAs and/
or CESAs)

If you are a business owner who has opened an Active Assets 
Account and you requested Debit Cards to be issued to other indi-
viduals authorized by you, you understand and agree that such Debit 
Cards may only be used to purchase merchandise and services. 
You further understand and agree that your account will be deb-
ited directly for all Debit Card transactions made by you and your 
authorized individuals in the manner set forth in this Agreement 
or other agreement governing card usage, and that you are liable 
for all Debit Card transactions made by you and your authorized 
individuals.

You agree that you will maintain the security of all such Debit 
Cards issued, and will protect those Debit Cards, Personal Identifi-
cation Numbers (“PINs”) and other account access security codes 
from access by anyone not authorized by you to use them. You agree 
that MSSB and/or the issuing bank may, when necessary, answer or 
make inquiries about a cardholder’s credit history. You understand 
that all Debit Card transactions will be reflected on your account 
statements and no separate bill will be sent by MSSB.
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You agree that Debit Cards issued to you or your officers and 
agents are subject to the provisions of this Agreement concerning 
Debit Cards as well as any specific agreement which may relate to 
such Debit Card usage.

B. Check Deposits and Check Writing
You understand and agree that when you deposit a domestic 

check for credit to your account, we will place a hold on it and delay 
crediting such funds to your Spending Power for up to 10 Business 
Days after the day the check is received. You agree that the hold 
time is at our discretion. You will receive interest or dividends on 
such funds even during the hold period. Interest or dividends will 
be forfeited, however, if your check is returned. You understand 
and agree that, during the hold period, checks may not be written 
under the check writing privilege against the funds on hold, nor 
may such funds be withdrawn. You also agree that, in our discretion, 
funds represented by the check may be unavailable for settling of 
securities transactions during the hold period. You acknowledge 
that we are not obligated to accept cash deposits and may reject 
any such deposits presented by you.

Your account includes check writing privileges that provide you 
with access to the Spending Power available in your account. You 
agree that we may provide check writing privileges through third 
parties that we may designate in our discretion, and that such check 
writing privileges will be subject to those third parties’ rules and 
applicable state and federal laws.

You understand that canceled checks are not returned, but that 
your account statement will include information about each check 
submitted for payment. You agree to review your account statement 
closely and alert us promptly regarding errors.

You understand and agree that we may, at our discretion, permit 
you to allow an Authorized Check Signer to have check writing 
privileges on your account. If an Authorized Check Signer is permit-
ted, you are responsible for all checks written by such Authorized 
Check Signer.

You agree that order requests for checks bearing more than one 
signature line will only be fulfilled by MSSB for accounts for enti-
ties meeting certain eligibility requirements. You understand that 
our processing bank processes most checks by automated means 
based on information encoded on the checks, and that neither 
MSSB nor our processing bank may physically examine all checks 
to determine if they are properly signed or completed. You agree 
that MSSB and our processing bank may rely on such a process and 
that it will be deemed an acceptable standard of care on the part 
of MSSB and our processing bank’s part.

You agree that if you request that a payment be stopped on any 
check, we cannot guarantee that payment on any such check will in 
fact be stopped. You understand that, if you request that payment 
on a check be stopped, such stop payment is effective only for six 
months and that, after that six-month period, you must renew your 
order to stop payment. You agree that after any order to stop pay-
ment ceases to be effective, we may process the check for which 
payment previously was ordered stopped. You further agree that 
we will not be liable in any way if your order to stop payment can-
not be executed or otherwise completed.

You also agree that we may charge a fee for any request to stop 
payment on a check as well as other fees associated with the check 
writing privilege, such as check reorders, copies of cancelled checks, 
or checks returned for insufficient funds. You may request a schedule 
of fees by contacting your Financial Advisor or Private Wealth Advisor.

You understand that you may order additional checks through 
our vendor or a vendor of your choice. You agree that all checks 
must conform to MSSB check specifications, and that we will not 
be responsible for check processing errors as a result of your use of 
improper checks that do not conform to MSSB’s check specifications. 
You also agree that we have no obligation to pay for replacement 
checks. You also agree to write checks only in U.S. dollar amounts 
and you understand and agree that checks written in other curren-
cies may be returned and subject to applicable fees.

You understand and agree that we may prohibit your use of checks 
at our sole discretion, including, without limitation, prohibiting 
you from using checks to directly or indirectly purchase securi-
ties. You also agree that we reserve the right to delay crediting 
any other MSSB securities account with the amount of your check 
deposited until your check has been satisfied from the Spending 
Power in your account.

C. Electronic Fund Transfers
Your account may be eligible for a variety of Electronic Fund 

Transfers (“EFTs”) that are subject to separate service agreements. 
These services may include our Online Bill Payment Service or our 
Funds Transfer Service (“FTS”). In each case, you must agree to the 
separate terms and conditions governing the particular service you 
use to initiate EFTs. In addition, you agree that your use of EFTs to 
receive or transfer funds to or from your account is subject to the 
separate EFT disclosures included in the disclosures provided to 
you in the Welcome Book or otherwise available online.

12.  Margin Agreement (Not Applicable to IRAs and CESAs)
By opening this account, you agree that you are automatically 
requesting margin privileges unless you advise us to the contrary. 
If you are not a U.S. Person, margin privileges will not be available 
to you if you are a resident in a jurisdiction that we determine is 
an ineligible jurisdiction.

If you determine to utilize margin, you acknowledge and understand  
that borrowing by using securities as collateral involves a high degree  
of risk. You acknowledge that you have carefully considered all 
of the factors relating to margin borrowing and have decided that 
margin borrowing is suitable for you.

We reserve the right to decline, restrict or terminate margin 
privileges at our sole discretion. Further, you agree to promptly 
notify us of any material change in your financial circumstances 
requiring the reorganization of your liabilities or the liquidation 
of your assets, including, without limitation, the filing by, against 
or on behalf of you of a petition or other proceeding under any 
applicable bankruptcy or insolvency laws.

MSSB may borrow money to lend to you or other margin cli-
ents and pledge your securities as collateral for such loans. You 
authorize MSSB to lend any security in the margin credit portion 
of your account, together with all attendant rights of ownership, 
either separately or together with the assets of other margin clients, 
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to us or to others without notice to you. In connection with such 
loans, and securities loans made to you to facilitate short sales, you 
authorize MSSB to receive and retain certain benefits, including 
interest on your collateral posted for such loans, to which you may 
not be entitled. In addition, you authorize MSSB to receive com-
pensation in connection with such loans. You acknowledge that in 
some circumstances, such loans may limit your ability to exercise 
voting rights of the securities lent, either in whole or in part.

You agree that we are hereby authorized, without notice to you, 
to take the following actions with respect to any collateral in any 
of your accounts, (i) to hold and re-register such collateral in our 
name or in any name other than yours, (ii) to pledge, repledge, 
hypothecate, rehypothecate, sell, assign, lend, commingle or oth-
erwise transfer or use in our business such collateral, separately 
from or together with all attendant rights of ownership (including 
the right to vote any securities or other financial assets or receive 
dividends) and (iii) to use or invest cash collateral at our own risk. 
You agree that we may exercise these rights without notice to you, 
in connection with transactions involving amounts that may be 
greater than your loans and for any time period. You agree that 
our use of the collateral shall be free from any claim or right of any 
nature whatsoever of yours, including any equity or redemption 
right you may have. For the purpose of the return of any collateral 
to you, our return obligations shall be satisfied by delivering securi-
ties or other financial assets of the same issuer, class and quantity 
as the collateral initially transferred (subject to adjustment(s) for 
corporate changes such as stock splits, reverse splits and stock 
dividends), or by liquidating collateral and applying the proceeds 
to repayment of your loans. You agree that we will, on the date that 
any interest, dividends or other distributions are paid by any issuer 
in respect of the collateral, transfer or credit to your account “in 
lieu” payments in an amount equal to, and in the same currency 
as, the amount paid by the issuer. You acknowledge that tax treat-
ment of issuer and substitute or “in lieu” payments may differ, 
and specifically, that the reduced tax rate applicable under U.S. 
law to certain dividends received by individuals does not apply to 
substitute or “in lieu” dividends payments from us.

You agree to pay ON DEMAND any balance owing with respect 
to any of your accounts, including interest and commissions and 
any costs of collection (including attorneys’ fees, if incurred by us). 
You understand that we may demand full payment of the balance 
due in your account plus any interest charges accrued thereon, 
at our sole option, at any time without cause, and whether or not 
such demand is made for our protection. You understand that all 
loans made are not for any specific term or duration but are due and 
payable at our discretion upon a demand for payment made to you. 
You agree that all payments received for your account(s) including 
interest, dividends, premiums, principal or other payments may be 
applied by us to any balances due in your account(s). If you main-
tain both a cash and a margin account with us, you acknowledge 
and agree that we are authorized in our discretion to utilize the 
equity in either type of account in satisfaction of any maintenance 
margin requirement without the actual transference of funds or 
securities between such accounts. You agree that in connection 

with any requested advance, MSSB may use security procedures 
to verify that you are requesting the payment order and that these 
security procedures are commercially reasonable.

You agree that whenever we deem it necessary or appropriate 
for our protection in connection with any loan balance, we are 
authorized, in our sole discretion and consistent with the require-
ments of applicable law, to:

• Require additional collateral or equity from you;
• �Sell, assign, transfer and deliver any or all securities, com-

modities or other property in any of your accounts (other than 
IRAs, CESAs or any other Retirement Accounts) in any manner 
we deem appropriate;

• �Buy in (or “cover”) or borrow any securities, commodities or 
other property of which your account may be short or with 
respect to which there is a failure in delivery;

• �Cancel any outstanding trade orders or other commitments 
made on your behalf; and

• Terminate all margin privileges granted to your account.
Without limiting the generality of the foregoing, such sale, pur-

chase or cancellation may be made, in our sole discretion, on the 
exchange or other market where such business is then usually 
transacted, at public auction or at private sale without advertising 
the same. All of the above may be done without demand for margin 
or notice of purchase, sale or cancellation to you. No demand for 
margin, or notice given to you of intent to purchase or sell property 
or to cancel orders in your account, shall impose on us any obli-
gation to make such demand or provide such notice to you. Any 
such notice or demand is hereby expressly waived, and no specific 
demand or notice shall invalidate this waiver. After deducting all 
costs and expenses of the purchase and/or sale and deliveries, 
including, but not limited to, commissions and transfer and stamp 
taxes, we will apply the residue of the proceeds to the payment of 
any and all of your liabilities to us, and you shall remain liable for 
any deficiency. Upon any such sale, we may purchase the whole or 
any part thereof free from any right of redemption. In the event of 
your death or incompetency, the authority given by this section shall 
continue to be effective and shall be binding upon your personal 
representatives and heirs.

You agree that at all times you will maintain such margin equity 
in your account maintained by MSSB, as MSSB may require from 
time to time and that you will deposit such additional collateral or 
equity as we may require. You understand and agree that interest 
will be charged on your margin balance and that your interest rate 
will be based either on MSSB’s standard pricing grid (the “MSSB 
Standard Grid”) set forth in the statement of Credit Terms that 
has been provided to you (MSSB’s Standard Grid may be amended 
from time to time upon 30 days written notice to you), or, if you 
qualify, based on a Preferred Interest Rate. You further agree that 
any Preferred Interest Rate applicable to your margin balance will 
expire at the end of the term indicated to you when the Preferred 
Interest Rate becomes effective and at the end of the term, interest 
will be based on the MSSB Standard Grid pricing. You understand 
and agree that MSSB may increase your Preferred Interest Rate 
(i) at any time prior to its stated expiration, upon not less than 30 
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days prior written notice to you, or (ii) at any time after the stated 
expiration of your Preferred Interest Rate, without prior written 
notice to you.

You acknowledge and agree that interest charges, if not paid, will 
be added to the debit balance in your account for the next interest 
period. You agree that we may impose for your account(s), margin 
requirements more stringent than required by law or exchange 
regulations. You further understand and agree that such margin 
requirements may be changed and modified by us from time to 
time without prior notice to you. You further agree that any waiver 
by us or failure to promptly enforce, as to your account or that of 
others, such margin requirements shall not in any way prevent 
us from subsequently enforcing said margin requirements with 
regard to your account.

Mexican and Peruvian Holding Companies
If you are a Personal Holding Company with owners domiciled 

in Mexico or Peru, you agree that you will not place, invest or eco-
nomically use any proceeds of your margin credit in Mexico or 
Peru, as applicable.

13.  Non-Purpose Loans (Not Applicable to IRAs or CESAs)
At your request, we may at our discretion, make loans to you for 
a purpose other than purchasing, carrying or trading in securities 
(“Non-Purpose Loans”). Non-Purpose Loans will be made in a 
good-faith account established for such purpose. The minimum and 
maximum amount of any particular loan may be established by us 
in our discretion regardless of the amount of collateral delivered 
to us and we may change such minimum and maximum amounts 
from time to time.

You agree not to use the proceeds of any Non-Purpose Loan to 
purchase, carry or trade in securities. You also agree not to use 
Non-Purpose Loan proceeds directly or indirectly to repay other 
debt that you incur for the purpose of purchasing, carrying or trad-
ing in securities.

14.  Multiple Party Accounts
You agree that if this is a multiple party account, each account 
owner agrees to be jointly and severally liable for said account and 
to pay on demand any debit balance or losses at any time due in this 
account. Any account owner has full power and authority to make 
purchases and sales, including short sales, to withdraw monies and 
securities, or to do anything else with reference to the account, 
either individually or in your joint names. MSSB and its successors 
are authorized and directed to act upon instructions received from 
any of you and to accept payment and securities from any of you for 
the credit of your account. Notwithstanding the ability of each of 
you to control the account individually, you understand and agree 
that we may, at our sole option, require written instructions signed 
by all account owners when transactions, payments or transfers are 
requested. If we receive inconsistent instructions from any account 
owners regarding anything relating to the account, including but 
not limited to making purchases and sales (including short sales), 
withdrawing monies and securities, you understand and agree that 
we may, at our sole discretion, honor any one of the instructions or 
decline to honor any inconsistent instructions. Any and all notices, 

communications, or any demands for margin sent to any of you 
shall be binding upon all account owners. You hereby declare this 
account to be a joint tenancy with rights of survivorship unless 
you instruct us to establish another form of multiple ownership.

Each account owner agrees to hold MSSB harmless from and 
indemnify MSSB against any losses, causes of action, damages 
and expenses arising from or as the result of MSSB following the 
instructions, or declining to follow the inconsistent instructions, 
of any account owner. MSSB, in its sole discretion, may at any time 
suspend all activity in the multiple party account pending instructions 
from a court of competent jurisdiction or require that instructions 
pertaining to the multiple party account or the property therein 
be in writing signed by all account owners. MSSB shall be entitled 
to recover from your account or from any account owner prior to 
distribution of the funds or property therein such costs as it may 
incur, including reasonable attorneys’ fees, as the result of any dis-
pute between or among the account owners or their representatives 
or heirs, relating to or arising from your account.

Each account owner agrees that, in the event of the death of any 
account owner, the survivor or survivors shall immediately give 
us written notice thereof, and we may, before or after receiving 
such notice, take such actions, require such papers, inheritance or 
estate tax waivers, retain such portion of the account and restrict 
transactions in the account as we may deem advisable to protect us 
against any tax, liability, penalty or loss under any present or future 
laws or otherwise. The estate of either or any account owner who 
shall have died shall be liable and each survivor shall continue to 
be liable, jointly and severally, to us for any net debit balance or 
loss in said account in any way resulting from the completion of 
transactions initiated prior to the receipt by us of written notice 
of the death of the decedent, or incurred in the liquidation of the 
account or the adjustment of the interests of the respective parties.

Each account owner agrees that if this account contains rights 
of survivorship, in the event of the death of either or any account 
owner, all assets in the account shall pass to and be vested in the 
survivor or survivors on the same terms and conditions as previously 
held, without in any manner releasing the decedent’s estate from 
the liabilities provided for herein. The estate of the decedent(s) and 
the survivors hereby jointly and severally agree to fully indemnify 
and hold harmless MSSB from all liability for any taxes which may 
be owed in connection therewith or any claims by third parties.

15.  Arbitration
This Agreement contains a predispute arbitration clause. By 
signing an arbitration agreement the parties agree as follows:

• �All parties to this Agreement are giving up the right to sue 
each other in court, including the right to a trial by jury, 
except as provided by the rules of the arbitration forum 
in which a claim is filed.

• �Arbitration awards are generally final and binding; a party’s 
ability to have a court reverse or modify an arbitration 
award is very limited.

• �The ability of the parties to obtain documents, witness 
statements and other discovery is generally more limited 
in arbitration than in court proceedings.
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• �The arbitrators do not have to explain the reason(s) for 
their award unless, in an eligible case, a joint request for 
an explained decision has been submitted by all parties 
to the panel at least 20 days prior to the first scheduled 
hearing date.

• �The panel of arbitrators may include a minority of arbitra-
tors who were or are affiliated with the securities industry.

• �The rules of some arbitration forums may impose time 
limits for bringing a claim in arbitration. In some cases, 
a claim that is ineligible for arbitration may be brought 
in court.

• �The rules of the arbitration forum in which the claim is 
filed, and any amendments thereto, shall be incorporated 
into this Agreement.

You agree that all claims or controversies, whether such 
claims or controversies arose prior, on or subsequent to the 
date hereof, between you and MSSB and/or any of its pres-
ent or former officers, directors, or employees concerning or 
arising from (i) any account maintained by you with MSSB 
individually or jointly with others in any capacity; (ii) any 
transaction involving MSSB or any predecessor or successor 
firms by merger, acquisition or other business combination 
and you, whether or not such transaction occurred in such 
account or accounts; or (iii) the construction, performance 
or breach of this or any other agreement between you and 
us, any duty arising from the business of MSSB or otherwise, 
shall be determined by arbitration before, and only before, 
any self-regulatory organization or exchange of which MSSB 
is a member. You may elect which of these arbitration forums 
shall hear the matter by sending a registered letter or other 
written communication addressed to Morgan Stanley at 485 
Lexington Avenue, 11th Floor, New York, NY 10017, Attn: Legal 
and Compliance Division. If you fail to make such election 
before the expiration of five (5) days after receipt of a written 
request from MSSB to make such election, MSSB shall have 
the right to choose the forum.

No person shall bring a putative or certified class action to 
arbitration, nor seek to enforce any predispute arbitration 

agreement against any person who has initiated in court a 
putative class action; or who is a member of a putative class 
who has not opted out of the class with respect to any claims 
encompassed by the putative class action until: (i) the class 
certification is denied; (ii) the class is decertified; or (iii) the 
person is excluded from the class by the court.

Such forbearance to enforce an agreement to arbitrate shall 
not constitute a waiver of any rights under this Agreement 
except to the extent stated herein.

The statute of limitations applicable to any claim, whether 
brought in arbitration or in a court of competent jurisdiction 
shall be that which would be applied by the courts in the state 
in which you reside or if you do not reside in the United States, 
the statute of limitations shall be that which would be applied 
by the courts in the state where the MSSB office servicing your 
account is located.

16. � Accuracy of Account Information/Updates to  
Account Information

You agree to provide MSSB with your personal and financial infor-
mation (including information about your other investments and 
financial holdings), as well as your investment experience, invest-
ment time horizon, liquidity needs, investment objectives and 
risk tolerance. You agree to promptly notify MSSB of any material 
changes to those categories of information. You acknowledge and 
understand that MSSB will rely on the accuracy of the information 
you provide. You also acknowledge and understand that MSSB 
will rely on your agreement to promptly notify it of any material 
changes to the information you have provided.

You agree to provide full and complete copies to us prior to open-
ing your account of any court order or other document that defines 
or restricts the asset allocation or types of investments that can be 
made in the account. You agree to defend, indemnify and hold us 
harmless from any threatened or actual claim made by a third party 
alleging that activity in the account was inconsistent or in violation of 
a court order or other pre-existing written restriction on the account.



Morgan Stanley Smith Barney LLC, Morgan Stanley & Co. LLC and Morgan Stanley’s Financial Advisors and Private Wealth Advisors do not provide legal 
or tax advice, are not fiduciaries (under ERISA, the Internal Revenue Code or otherwise) with respect to the services or activities described herein, and this 
material was not intended or written to be used for the purposes of avoiding tax penalties that may be imposed on the taxpayer. Individuals are urged to 
consult their tax or legal advisor before engaging in any transaction involving IRAs or other tax-advantaged investment vehicles.

© 2012 Morgan Stanley Smith Barney LLC. Member SIPC.
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