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MORGAN STANLEY B.V.

DIRECTORS' REPORT

The Directors present their report and financial statlements {which comprise the income statement, the statement of
changes in cquity, the cash flow statement, the balance sheet and related notes | to 16) for Margan Stanley 8.V, (the
“Company”) for the year ended 3¢ November 2008.

RESULTS AND DIVIDENDS
The profit for the year, after wix, was €4,648,000 (2007; €2,197,000 profit).
During the year, no dividends weve paid or proposed (2007: €nil).

PRINCIPAL ACTIVITY

The Company’s ultimate parent undertaking and controlling entity is Morgan Stanley, which, together with the
Company and Morgan Stanley’s other subsidiary undertakings, form the Morgan Stanley Group (the "Group™).

The principal activity of the Company is the issuance of financial instruments and the hedging of the obligations
arising pursuant to such issuances.

BUSINESS REVIEW

The income staterment for the year is set out on page 3. The Company’s profit for the year increased by €2,451,000
an increase of 111.6% over the prior year. The Campany made a profit before income tax of €6,237,000 in the year,
an increase of €3,275,000 or 110.6% year on year. This movement can be primarily altributed to fees earned from
increased issuances of financial instruments 10 other Group underiakings over the prior year.

The batance sheet for the Company is set out on page 4. The Company’s financial position at the end of the year
shows that the Company’s net assets at the end of the year were €25,016,000 an increase of 366% from the prior
year. This was primarily driven by a share capital issue of €15,000.000 and increased fees earned from issuances of
financial instruments to other Group undertakings following increased activity over prior year not yet received and
presented within receivables.

The performance of the Company is included in the results of the Group which are discussed in the Group's Annual
Report on Form 10-K to the United States Securities and Exchange Commission. The Group manages its key
performance indicators on a global basis but in consideration of individual legal entities. For this reason, the
Company's Directors believe that providing performance indicators for the Company itsell’ would not enhance an
understanding of the development, performance or position of the business of the Company.

FUTURE OUTLOOK

Thete have not been any significant changes in the Company’s principal activity in the year under review and no
significant change in the Company’s principal activity is expected

Risk Management

Risk is an inherent part of the Company's business activily and is managed within the context of the broader Group's
business activities. The Group secks to identify, assess, monitor and manage each of the various types of risk
involved in its aciivities on a global basis, in accordance with defined policies and procedures and in consideration

of the individual legal entilies.

Market risk

Market risk refers to the risk that @ change in the level of one or more market prices, rates, indices, implied
volatilities {the price volatility of the underlying instruments imputed from option prices), correlations of other
market factars, such as liquidity, will result in losses for a position or portfolio.

The Group manages the market risk associated with i1s trading activities in consideration of each individual legal
entity, but on a global basis, at both a trading division and an individual product level.

Credit Risk
Credit risk refers o the risk of loss arising from borrower or counterparty default when a borrower, counterparty or
cbligor is unable to meet its financial obligations.

The Group manages credit risk exposure in consideration of each individual legal entily, but on a plobal basis, by
ensuring transparency of material credit risks, ensuring compliance with established limits, approving material
extensions of credit, escalating risk concentrations 1o appropriate senior management and mitigating credit risk
through the use of collateral and other arrangements,




MORGAN STANLEY B.V.

DIRECTORS' REPORT

Risk Mansgement (continucd)
Liguidity and cuash flow risk

The Group's senior management cstablishes the overall liquidity and capital policies of the Group. The Group's
liquidity and funding risk management paolicies are designed to mitigate the potential risk that the Group and the
Company may be unable to access adequate financing to service its financial abligations when they fall due without
material adverse franchise or business impact, The key objectives of the tiquidity and funding risk management
framewark are 1o support the successful execution of the Group's and the Company's business strategies while
ensuring ongoing and sufficient liquidity through the business cycle and during periods of financial disiress.

DIRECTORS

The following Directors held office throughout the year (except where otherwise shown):
LY. Bahuret (appointed 3 June 2008)

G.C.De Boer (resigned 3 June 2008)

H. Hermmann {appointed 5 February 2009)

C.E.C. Hood (resigned 5 February 2009}

R Jackson-Proes {appoinied 3 june 2008)

LA Solan

TMF Management BV,
POST BALANCE SHEET EVENTS

There have beea no significant events since the balance sheet date,

AUDITORS

Deloitte Accountants BV, have cxpressed their willingness to continue in office as auditors of the Company and a
resolution to re-appaint them will be proposed af the forthcoming annual general meeting.

By order of the Board on

Directors

1.Y Bahurel H. Hernmann R Jackson-Pracs
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Risk Management (¢ontinued)
Liguidity and cash flow risk
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ensuring angoing and sullicient liquidity through the business cycls and during periods of financial distress.
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DIRECTORS

The following Directors held olTice throughout the year (except where otherwis: shawn):
1Y, Bahure! (appoinred 3 June 2008)

G.C.D¢ Boer (resigned 3 Jun: 2008)

H. Herrmann (uppointcd 3 February 2009)

C.E.C. Hood (resigned $§ February 2009)

R Jatkson-Proes (appointed 3 Junc 2008}

J.A. Solan

TMF Management B.V,

POST BALANCE SHEET EVENTS
There have been no signilicunt cvents since the balance sheet dare.

AUDITORS

Deloite Accouniants B.V. have cxpressed their willingness 1o continuc in office as auditors of the Company und a
resglution 10 re-appoint them will be proposed at the forthcoming annuat peneral meeting.

By order of the Board on /2. 3o March 2009

Directors

LY Rahurel TTmunn R Jackson-Proes LA, Solan TMF Managerment 3.V,




MORGAN STANLEY B.V.

DIRECTORS' REPORT

Risk Managemoent {continued)
Liguidiry and cash flow visk
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fliquidity and fanding risk manugement palicies urc designed to mitigate the potential risk that the Group and the
Company may be unable to aceess adequate financing to service its financiul obligatians when they fall due without
materiat adverse franchise or business impuct. “The key objectives of the liquidity and lunding risk management
fremework are o support the successful execution af the Group’s and the Company's business strategies while
ensuring ongoing und sufficient liquidily thruugh the business cycle and during periods of [inuncial distress.

DIRECTORS

The follawing Directors held office (hroughout the year (except where otherwise shown):
LY. Bahuret {appointed 3 Junc 2008)

G.C.De Boer {resigned 3 Juoc 2008)

H. Herrmann (appointed 5 Februacy 2009)

C.E.C. Hood (resigned 5 February 2009)

R Jackson-Proes {appointed 3 June 2008)

LA, Solan

TMF Manapement B.V.,
POST BALANCE SHEET EVENTS
There have been no significant events since the balance sheet date,

AUDITORS

Deloilte Accountants B.V. have expressed their wiltingness 1o continue in office as audilors of the Company and &
resolution to re-appoint them will be proposed at the forthcoming annuat general meeting.

Dy order of the Boadon 23,4/ March 2009

Directors

1Y Buhure) } Herrmann R Jackson-Proes LA, Solan TMEF Management B. V.




MORGAN STANLEY R.V.

DIRECTORS' REPORT

Risk Management (continued)
Liguidity and cash flow risk

The Group's sentor management eslablishes the overall liquidity and capital policies of the Group. The Group’s
liquidity and funding risk management policies are designed to mitigate the potential risk that the Group and the
Company may be unable to access adequate financing to service its financial obligations when they full due without
material adverse franchise or business impact. The key objectives of the liquidity and funding risk management
frarmework arc to support the successful execution of the Group’s and the Company’s business strategies while
ensuring ongoing and sufficient liquidity through the business cycle and during periods of financial distress.

DMRECTORS

The fellowing Directors held office throughout the year (except where otherwise shown):
1.Y. Bahurel (appointed 3 June 2008)

G.C.De Boer {resigned 3 June 2008)

H. Herrmann (appointed 5 February 2009)

C.E.C. Hood (resigned 5 February 2009)

R Jackson-Procs (appoinied 3 June 2008)

1A, Solan

TMF Management B.V.
POST BALANCE SHEET EVEN'TS
There have heen no significant cvenls since the balance sheet date.

AUDITORS

Deloitic Accountants B.V. have expressed their willingness to continue in office as auditors of the Company and a
resolution to re-appoint them will be proposed at the forthcoming annual gencral meeting.

By order of the Board on
Directors -
J.Y Bahurct H. Herrmann R Jackson-Proes J.A. Solan T™MF Managemenl B.V.
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MORGAN STANLEY B.V.

DIRECTORS' REPCORT

Risk Management (continued)
Liguddity and cash flow risk

The Graup's senior management establishes the overall liuidity and capital policies of the Group. The Group's
liquidity and funding risk management policies are designed 7o mitigate the potential risk that the Group and the
Company may he unable 1o access adequale finuncing to service ils financiat ohligations when they fatl due without
material adverse franchise or business impact. The key objectives of the liquidity and funding risk management
framcwork arc to suppont the successful execution of the Group’s and the Company’s business strategies while
ensuring ongoing and sulficient liquidity through the husiness cycle and during periods of financial diswress.

DIRECTORS

The lollowing Directors held office throughout the year (except where otherwise shown):
J.Y. Bahurel {appointed 3 June 2008)

G.C.De Boer (resigned 3 June 2008)

H. Herrmann {appointed 5 February 2009)

C.E.C. Hood {resigned 5 February 2009)

R Jackson-Procs {appointed 3 June 2008)

J.A. Solan

TMF Management B. V.
POST BALANCE SHEET EVENTS
There have been no significant cvents since the balance sheet date.

AUDITORS

Deloitlle Accountanis B.V, have expressed their witlingness to continue in office as auditors of the Company and a
resolution 1o re-appoint them will be proposed at the forthceming annual general imeeling.

Nyge At

LY Bahurel H. Herrmann R Jackson-Progs LA. Solan TMF Management BV,

By order of the Board on

Dircelors




MORGAN STANLEY B.V.

DIRECTORS' REPORT

Risk Management (continued)

Licubdity and cush fleny risk

The Group's senior management establishes the averall liguidity and capital palicies of the Group. The Group's
rwwtn wm dede: :__p.—:'_ u—‘—_-.—l.—-'—-l-t-' ikt m i ph— -n-—.-.-.....s_‘ Ahmartry r——
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Company may be unabic 1o access adequate financing to service iis financiai obligalions when they il due withoul
material adverse {ranchise or business impact. The key objectives of the liguidity and funding risk management
framework are Lo suppon the successful execution of the Group's and the Company's busincss strategies while
ensuring ongaing end sufficient liguidity through the business cycle and during periods of financial distress,

DIRECTORS

The following Directars held office throughout the year {(except where otherwise shown):

LY. Bahurel (appointed 3 June 2008) '
G.C.De Boer (resigned 3 June 2008)

H. Herrmann (appoinied 5 February 2009)

C.E.C. Hood {resigned § February 2009)

R Jackson+Proes (appointed 3 June 2008)

J.A. Solan

TMF Management B.V,
POST BALANCE SHEET EVENTS

There have been no significant events since the balance sheet date,

AUDATORS

Deloitte Accountants BV, huve cxpressed their willingness ta continue in office as auditors of the Company and a
resolution to re-appaint them will be preposed at the forthcoming annual general mecting.

By orderofthe Board on  237d Murc st Z00F

Directors

LY Bahurel H. Herrmann R Jackson-Proes LA. Sola TMF Management BV,




MORGAN STANLEY B.V.

INCOME STATEMENT
Year ended 3¢ November 2008

2008 2007
Note €000 €000
Net losses on financial insiruments held for trading (264,344) .
Net gains oo financial instruments designated az fair
value through profit or loss 264,344 -
Interest income 4 1,083 397
Interest expense 4 (8} -
Other income 5 5,170 2,573
Other expense 6 (8) (8)
PROFIT BEFORE INCOME TAX 6.237 2,962
Income tax expense 7 {1,589} {765)
PROFIT FOR THE YEAR 4,648 2,197
All operations were continuing in the current and prior year.
The notes on page 7 to 20 furm an integral part of the financial statements.
3
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MORGAN STANLEY B.V.

BALANCE SHEET
As at 30 November 2008
{Including Proposcd Appropriation of Results)

ASIETI
Loans and receivables:
Cash at bank
Trade receivables
CGther receivables
Financial assets held for trading
Financial assets designated at fair value through prefit or loss
Cuirent fax
TOTAL ASSETS

LIABILITIES AND EQUITY
Financial liabitities at amontised cost:
Trade payables
Orher payables
Financial Liabilities held far rrading

Financial liabilities designated at fair value through profit or loss

Current tax
TOTAL LIABILITIES

EQUITY

Share capital
Retained eamings
TOTAL EQUITY

TOTAL LIABILITIES AND EQUITY

These financial statements were approved by the Board and awthorised for issue on

Signed un behalf of the Board on 23rd March 2001

Direclors

1.Y Bahurel H. Herrmann R Jackson-Proacs

2008 2007
Nate £o0n coann
1259 12
22,787 31,229
16 29,308 16356
8 4301 A
9 2,095,012 10,104 646
. 236
3,153,167 10.182,479
1318 £19.030
16 245 .
8 317337 .
9 1,806,052 10,058,081
699 .
3.128.151 0177011
10 15.018 18
15 9,998 5,350
25016 5,368
2.153.167 10,182,479
.-’:"—”—
--—‘-—'_—_-"\-\

J.A, Solan

The notes on pages 7 to 20 forn an infegral part of the financial statements.

TMF Management 8.V,




MORGAN STANLEY B.V.

BALANCE SHEET
As al 3¢ November 2008
(Including Proposed Appropriation of Resulis)

.- 2007
ASSETS
Lovans and recervables:
{ w<h at bank 1,259 12
Trxle recevables 2287 R e
Other reccivables 15 ~S0.8ir8 36,330
Finaneial pssets held tor wuding & 1,301 -
Cinaned assers destgnated ol Cor eabue through proiin or loss G 2095012 10, L h
Currenr 1ax - 235
TOTAL ASSETS 2,153,167 14,182,479
LIABILITIES AN EQUITY
Financial Habilitics ul amortised cost;
Trade payubles - 3818 119,034
CHher pavables 16 243 .
Financial liabilities hield for 1eading 8 317337 -
Finnueial liabilities designated au lair value throagh profit ar boas Y 1806652 1003808
Curren tax aso .
TOTAL LIABILITHES 2,028,151 IANFRER
EQUITY
Share capitzl 10 150 13
Retained eacmnps N = 9,408 3,350
FOTAL £GLITY 25016 5.368
TOTAL LIABILLTIES AND EQUITY 2,133,167 10,132,479
hese gl semunts were approved by the Boaed and autharised Tor issue on
Signed an hehall of the Buoard an 23(0’ Ma/&h 2001
Dirceclos
o g ..
LY liiﬂl‘if;‘l-’/j’ H. Nermmann R Jucksen-Provs J.A Solan I MF Management BV
.”/ -
!
P
< The notes on pages 7 1o 20 form anonceyral pan ol ihe fusncial statements.
N\
4




MORGAN STANLEY B.V.

BALANCE SHEET
As at 30 November 2008
(Including Proposed Appropriation of Results)

A Py y e

.- S -t - e - E‘-'G;_-';—;- - --{6“;’
ASSETS
Loans and receivables:
Cash at bank 1.259 12
Trade reccivables 22,787 31,229
Other receivables 16 29,808 46,356
Finnncial assets held for trading R 4301 -
Financial assets designated at fair value through prolit or loss 9 2095012 10,104,646
Current tax - 236
TOTAL ASSETS 2,153,167 10,182,479
LIABILITIES AND EQUITY
Financia! liabilitics ut amortised cost:
Trade payables 3.818 119.030
Other paysbles 16 245 -
Financial liabilities held for trading 8 317,337 .
Financial liabilities designated at fair value through profitor loss 9 1,806,052 10,058,081
Current tax 699 -
TOTAL LIABILITIES 2,128,151 10.177.1 11
EQUITY
Share capital 10 15,018 18
Rewined earnings 13 9,548 3,150
TOTAL EQUITY 25016 5,368
TOTAL LIABILITIES AND EQUITY 2,153,167 10,182,479
These financial statements were approved by the Board and authorised for issue on
Sigacd on behalf of the Board on 2374 March 2009
Directors
N
1Y Bahurel crrmann R Jackson-Proes J.A. Salan TMF Management B.V.
The notes on pages 7 to 20 form an integral part of the financial statements,
4




MORGAN STANLEY B.V.

BALANCE SHEET
As at 30 November 2008
{Including Pronoged Annronriation of Results)

t e Ch Yem ot e - T em aen wem M ca LT tde f e e St etiate K s — -

. 2008 T T Zoer
Note €000 €'000
ASSETS
Loans and receivables:
Cash 2t bank 1,259 12
Trade receivables 22,787 31,229
Dther reccivables 16 29,808 46,356
Finongial assets held for trading 1 4,301 -
Financinl assers designated at fair value through profit or loss 9 2,095,012 10,104,646
Current tax - 236
TOTAL ASSETS 2,153,167 10,182,479
LIABILITIES AND EQUITY
Financial linbilities a1 amoniscd cost:
‘Trade payables 1812 119,030
Cther paysbles 16 245 -
Financial liabilities held for wrading 8 317,337 -
Financinl fiabilities designated at fair value through profit or loss 9 1,806,052 10,058,081
Current 13X 699 -
TOTAL LIABILITIES 2,128,15) 10,177,111
EQUITY
Share capital 10 15,018 18
Reuwined earnings 15 9,998 5,350
TOTAL EQUITY 25,16 5,168
TOTAL LIABILITIES AND EQUITY 2,153,167 10,182,479
These linancial siatements were approved by the Board and authorised for issug un
Signed un behatf of the Board on 230 Mafdt 2009
Direciors
J.Y Bohurel H. Herrmunn R Jackson-Procs J.A. Salan TMF Management BV,

The notes on pages 7 1 20 {form on integrob part of the fingnciol slaements.
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MORGAN STANLEY B.V,
BALANCE SHEET

As at 30 November 2008
(Including Proposcd Appropriation of Results)

e . e teemm o e e e - et . bt
:‘!e!: VUL ELTA N
e €000
ASSETS
[Luany and receivables:
Cash at bank 1,259 12
Trade reccivables 22,787 31,229
Other receivables 16 29,808 46,356
Finaneial assets held for Lrading 8 4301 .
Financiat assets designated at fair value through profit or loss ? 2,095,012 13,104,686
Curreni tax - 236
TOTAL ASSETS 2.153.107 10,182,579
LIABILITIES AND EQUITY
Finurteial linbilitics ar amontised cost:
Trade payubles 3518 119,010
Qther payahles 16 245 -
Financial Habilities held for trading 8 317,337 -
Financial liabilitics designatcd at fair valoc through profit or loss 9 1.806,082 10,058,081
Current fax 6590 -
TOTAL LIABILITIES 2,028,151 13,177,111
EQUITY
Shurg capital 10 15,008 18
Retained earmings 15 9,998 5,150
TOTAL EQUITY 15016 5368
TOTAL LIABILITIES AND EQUI'TY 2,153,167 10,182,479
These fNinancial statermenty were approved by the Board and authoriscd for issue on
Signed un behalf of the Bourd on .23rd Mav‘dm ZOO?
Direciors
1.Y Buhure! . Herrmann R Jackson-Procs J.A. Solan TN;F Munagement B.V.

The noles on pages 7 w 20 form an integral part of the financial statements,




MORGAN STANLEY B.V.

STATEMENT OF CHANGES IN EQUITY
Year endcd 30 Nevember 2008

At} December 2006
Profit for the year

Balance at 30 November 2007

Al | December 2007
Profi for the year
{ssue of sharc capital

Balance a1 30 November 2008

Retained
Share Capital Earnings Total
€'000 €000 €000
13 3,152 3,171
- 2,197 2,197
18 5,350 5,368
18 5,350 5,368
- 4,648 4,648
15,000 - 15,000
15,018 9,908 25,016




MORGAN STANLEY B.V.

CASH FLOW STATEMENT
Year ended 30 November 2008

OPERATING ACTIVITIES
Proft before income 1ax

Adjusiments for:

Change in operaling assets

Net decrcase { (increasc) in loans and receivables

Net (increase) in financial assets held for trading

Net decrease / (increase) in financial assets designated at fair
value through profit or loss

Net (ingrease) in current ax

Change in operating liabilities

Net (decrease) / increase in financial liabilities at amortised

- cosl

Net increase in financial liabilities held for rading

Net {(decrease) / increase in financial labilities designated at
fair valuc through profit or loss

Cash used in operating activities

Income tax received

Income tax paid

NET CASH FLOWS FROM OPERATING ACTIVITIES
FINANCING ACTIVITIES

Issue of ordinary share capital

NET CASH FLOWS FROM FINANCING ACTIVITIES
NET INCREASE IN CASH AND CASH EQUIVALENTS

Currency translation differences on FX currency cash balances

CASH AND CASH EQUIVALENTS AT THE
BEGINNING OF THE YEAR

CASH AND CASH EQUIVALENTS AT THE END OF
THE YEAR

The notes on pages 7 to 20 form an integral part of the financial statements,

2008 2007
€000 €000
6,237 2,962
24,990 (75.847)
(4,301) .
8,009,634 (6,229,258)
- {5)
8,030,323 (6,305,110)
(114,967) 118,997
317,337 .
(8,252.029) 6,182,693
(8.049.659) 6,301,690
(13,099) (458)
865 982
(1.518) (524)
(653) 458
{13,752) -
15,000 -
15.000 .
1,248 -

(N (2

(2 14

1,259 12

6




MORGAN STANLEY B.V.

NOTES TO THE FINANCIAL STATEMENTS
Year ended 30 November 2008

1. CORPORATE INFORMATION
The Company is incorporated and domiciled in The Netherlands, at the following address:

Locatellikade 1, Parnassustoren, 1076 AZ, Amsierdam, The Netherlands.

The Company is engaged in the issuance of Jinancial instruments and the hedging of obligations pursuamt 10
such issuances.

2. BASIS OF PREPARATION

Statement of compliance

The Company has prepared its annual financial statements in accordance with International Financial
Reporting Standards ("IFRSs"} adopted by the European Union (“*EU™). The primary financial statements in
this document are presented in accordance with Intemational Accounting Standards ("IAS") 1 *Presentation
af Finaneiol Statements’.

New Standards and interpretations adopted during the year

The Amendment 10 [AS | ‘Presentation of Financial Stutements” on capital disclosures was issued by the
IASB in August 2005 for application in accounting periods beginning on or after [ January 2007, The
Company adopted the amended 1AS 1 during the year. The required disclosure is provided in Note 135,

An Amendment to 1AS 39 ‘Financial Instruments: Recognition and measurement” and IFRS 7 ‘Financial
Instrumenis; Disclosure’ was issucd by the 1ASB in October 2008 for application from July 2008. The
Company adopted the amended standards during the year. There has been no impact on the financial
statements following the adopiion of the amended standards as the Company has opted not 1o take advantage
of the increased flexibility in reclassifying its financial assets.

IFRS 8 ‘Opcrating Segmens' was issued by the 1ASB in November 2006 for application in accounting
periods beginning on or after | January 2009. The Company chose to early adopt IFRS 8§ with effect from )
December 2006, resulting in minor changes to disclosure.

New Standards and Interpretations not yet adopted

At the date of autharisation of these financial statements, the following standards and interpretations relevam
10 the Company's aperations were in issue by the IASB but not yet mandatery:

The Company does not expect that the adoption of these standards and interprelations will have a material
impact on the Company’s financial statlements,

IAS 1 ‘Presentation of Financial Statements' This was revised by the [ASB in September 2007 for
application in accounting periads beginning on or after | Januvary 2009. The revised standard will be adopted
by the Company following endorsement under the EU Regulation,

1AS 32 Financial tnstruments: Presemiation’. This was amended by the [ASB in February 2008 for
application in accounting periods beginning on or after | fanuary 200%9. The amended standard will be
adopted by the Company following endorsement under the EU Regulation.

|AS 39 ‘Financial Instruments: Recognition ond Measurement’. This was amended by the 1ASB in July
2008 for application in accounting periods beginning on or after | July 2009. The amended standard will be
adopted by the Company following endorsement under the EU Regulation,

As pan af the Annual Improvements to IFRS, the 1ASB made amendments 1o the following standards that
are relevanl o the Company's operations: |AS 1 ‘Presentation of Financial Statements® and 1AS 39
‘Financial Instrivments: Recognition and Meosurement’. The amendments were made in May 2008, for
apptication in accounting periods beginning on or after [ January 2009,




MORGAN STANLEY B.V.

NOTES TO THE FINANCIAL STATEMENTS
Year ended 30 November 2008

2

BASIS OF PREPARATION (CONTINUED)

Basis of measurement

The financial statements of the Company are prepared under the historical cost convention maodified by the
inclusion of certain financial instruments at fair value,

Use of estimates and sources of uncertainty

The preparation of financial information requires the Company to make ¢stimates and assumptions regarding
the valuation of certain financial instruments and other matters that affect 1he financial statements and related
disclosures. The Company believes that the estimates utilised in preparing the financial statements are prudem
anct reasonable. Aclual results could differ materially from these estimates.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a. Functional currency

lterns included in the financial statements are measured and presented in Euros, the currency of the primary
economic environment in which the Company cperaies,

All currency amounts in the financial siatements and Directors’ report are rounded to the nearest thousand
Euros,

b. Foreign currencies

All monetary assets and liabilities denominated in currencies other than Euros arc (ranslated into Euros at the
rates ruling at the balance sheet date. Transactions in currencies other than Euros are recorded at the rates
prevailing at the dates of the transactions. All translation differences are taken through the income stztement
and are prescated in *Other inceme' or 'Other expense’ except where noted in 3(¢) below.

¢. Financial instruments

‘The Company classifics its financial assets in the following categorics on initial recognition: financial assets
held for trading, financial asscls designated at fair value through profit ar loss, and loans and receivables.

The Company classifies its financial liabilities in the following categories on inilial recognition: financial
liabilities held for trading, financial liabilitics designated al fair value through profit or less, and financial
liabilities at amontised cost.

i} Financial instruments classified as held for trading

Financial instruments classified as held for trading, including derivatives, are initizlly recorded on trade date
at fair valuc. All subsequent related gains and losses, including foreign exchange differences, are reflected in
the incomc statemen in *Net pains on financial instraments held for trading”.

i) Finaocial instruments designated at fair value through profit or loss

The Company has designated financial assets and financial liabilities at fair value through profit or loss when
cither

¢ the asscts or liabilities are managed, evalvated and reported internally on a fair value basis:
¢ the designation a1 fair value eliminates or significantly reduces an accounting mismatch which would
otherwise arise; or

» the asset or liability contains an embedded derivative that significantly madifies the cash flows that would
atherwise be required under the contract,
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Fram the date the wransaction in a financial instrument designated ail fair value is cotered into (trade date)
until scilement date, the Company recopnises any unrealised fair value changes in the contract as financial
instruments designated at fair value through profit or loss. On seftlement date, the fair value of consideration
given or received is recognised as a financial instrument designated at fair value through profit or foss.
Fallowing settlement date. all related gains and losses, including foreign exchange differences, are reflected
in the income statement in *Netl gains from financial instruments designated at fair value through profit or
loss®.
ili) Loans and receivables and financial tiabilities at amortised cost

Financial assets classified as loans and receivables are initially recognised on settlement date at fair value
and subsequently measured at amortised cost less allowance for impairment. Interest is recognised in the
inconte statcment vsing the effective interest rale method in ‘Interest income’.

The effective interest method is a method of calculating the amortised cost of a financiat asset or a financial
lizbility (or group of financial assets or financial liabilities) and of allocating the interest income or interest
cxpense over the expected life of the financial asset or financial liability. The effective interest rate is the rate
that exactly discounts the estimated future cash payments and receipts through the expecied life of the
financial asset or hability (or, where appropriate, a shorter period) to the carrying amount of the financial
asset or ligbility. The cffective interest rate is established on initial recognition of the financial asset and
liability and is not revised subsequently. The calculation of the effective interest rate includes all fees and
cammissions paid or reccived transaction costs, and discounts or premiums that are an integral part of the
effective interest rate, V'ransaction costs are incremental costs that are directly atiributable 1o the acquisition,
issuc or disposal of 4 financial asset or liability,

Impairment losses and reversals of impairment losses and foreign exchange differences on financial assels
classified as loans and receivables are recognised in the income statement in either *Other expense’ or *Other
income.’

Financial liabilitics bhetd at amonised cost are initially recognised on settlement date at fair value and
subscquently measured at amprtised cost. Interest is recognised in the income slatement in Interest expense’
using the effective interest rate method as described above.

d. Fair value of financial instruments

IFair value is the amount for which an asset could be exchanged, or a liabitity settled, between knowledgeable,
willing partics, in an ann’s length transaction,

I detennining fair value, the Company uses various valuation approaches depending on how observable the
inputs to the valvation arc. The Company maximises the use of observable inputs and minimizes the use of
unobservable inputs by requiring that the most observable inpuls be used when available. Observable inputs
are inputs that market participants would use in pricing the asset or liability developed based on market data
obtained from sources independent of the Company, Unobservable inputs are inputs that reflect the
Company's assumptions about the assumptions market participants would use in pricing the asset or liability
developed based on the best information available in the circumstances,

The availability of observable inputs can vary from product 1o product and is affected by a wide variety of
factors, including, far example, the type of product, whether the product is new and not yet established in the
marketplace, the liquidity of markets and other characteristics particular to the transaction. To the extent that
valuation is based on moadels or inputs that are less observable or unobservable in the markel, the
detenmination of fair value requires more judgement,

Fair value s a market-based measure considered from the perspective of a market participant rather than an
enlity-specific measure. Therefore, even when market assumptions are not readily available, the Company’s
own assumptions are set 1o reflect thosc that market participants would usc in pricing the asset or Jisbility at
the measurement date. The Company uses prices and inputs that are current as of the measurement daie,
including during periods of market distocation. In periods of market dislocation, the observability of prices
and inputs may be reduced for many instruments.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The fair values of many financial instruments, including over-the-counter (*OTC’) financial instrurents, are
derived using pricing models, Pricing models take inlo account the contract terms (including the maturity),
as well as muliiple inputs, including where applicable, commodity prices, equity prices, interest rate yield
curves, credit curves, the creditworthiness of the counterparty, option volatility and currency rates. The
impact of own credit spreads is afso considered when measuring the fair value of liabilities, including OTC
derivalive contracts. Where appropriate, valuation adjustments are made to account for various factors such
as liquidity risk {bid-ask adjustments), credit quality, concentration risk and model risk. These adjustments
are subject to judgement, are applied on a consisient basis and are based upon observable inputs where
available. The Company subjects all valuations and models to a review process on a periodic basis.

In the normal course of business, the fair value of a financia! instrument on initial recognition is the
transaction price (i.e. the fair value of the consideration given or received). In cerain circumstances,
however, the air value will be based on other observable current markel transactions in the same instrument,
withow! modification or repacking, or on 3 valuation technigue whose variables inclede anly data from
abservable markets. When such evidence exists, the Company recognises a gain or loss on inception of the
transaction. When unobservable market data has a significant impact on determining fair value at the
inceprion of the transaction, the entire initial change in fair value indicated by the valuation iechnigue as a1
the transaction date, is not recognised immediately in the income statement. 11 is recognised instead when the

marke! data becomes observable.

Fair Vulue Higrarchy: Financial instruments recognised at fair valuc arc broken down for disclosure
purposes into a three level fair value hierarchy based on the observability of inputs as foliows:

o Quoted prices in an active market (Level 1) — Valuations based on quoted prices in active markets for
identical asscts or liabititics that the Company has the ability 1o access. Valuation adjustments and block
discounts are not applied to these financial instruments. Since valuations are based on quoted prices that
are readily and regularly available in an active marker, valuations of these products does not entail a
significant amount of judgment,

e Valuation techniques using observable inputs {Level 2) — Valuations based on one or more quoted prices

in markets that arc not active or for which all significant inputs are observable, either directly or
indirectly,

= Valuation techniques with sigﬁiﬁcanl non-obscrvable inputs (Level 3) - Valuations based on inputs that

are unobservable and significant to the overall fair value measurement.

Foir Value Cuntrol Processes: The Company employs control processes to validate the fair value of its
hinancial instruments, including those derived from pricing modeis, Thesc conirol processes are designed to
assure that the values used for financial reponing are based on observable inpuis wherever possible. In the
even! that observable inpuis are not available, the control processes are designed 10 assure that the valuation
approach utilized is appropriate and consistently applied and thal the assumptions are reasonable. These
conire] processes include rcviews of the pricing model's theoretical soundness and appropriateness by
Company personnel with relevant expertise who are independent from the trading desks. Additionally,
groups mdependent from the trading divisions within the Financial Contrel, Market Risk and Credit Risk
Departments participate in the review and validation of the fair values generated from pricing models, as
appropriate. Where a pricing model is used to determine fair value, recently comparable transactions and
other observable market data are considered for purposes of validating assumptions underlying the model,
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3 SUMMARY OF StGNIFICANT ACCOUNTING POLICIES (CONTINUED)

¢. Impairment of financial assets

At each balance sheet date, an assessment is made as to whether there is any objective evidence of
impairment in the value of a financial asset classified as loans and receivables. Impairment losses are
recognised if there is an adverse impact expected to the future cash flows ol an asset and the expecled impacl
can be reliably estimated.

Impairment losses on loans and receivables carried at amontised cost are measured as the dilference between
the carrying amount af the financial asset and the present value of estimated cash flows discounted at the
assel’s original effective intcrest rate. Such impairment losses are recognised in the income statement within
‘Other expenses” and are reflected against the carrying amount of the impaired asset on the balance sheet.
[nterest on the impaired assct continues to be acerued on the reduced carrying amount based on the original
cffective interest rate of the asset.

IT, in a subsequent year, the amount of the estimated impairment loss decreases because of an event occurring
after the impairment was recognised, the previously recognised impairment loss is reversed as detailed by
financial asset in note 3(e)(iii).

f. Income Tax
The 1ax expense represents the sum of the tax currently paid and payable.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as
reperted in the income statement because it excludes items of income or expense that are taxsble or
deductible in other years and il further excludes ftems that are never taxable or deductible. The Company's
lability for current tax is calculsted using tax rates that have been enacted or substantively enacted by the
balance sheet dude, Current 1ax is charged or credited in the income statement, except when it relates (o items
charged or credited directly in equity, in which case the current tax is also deals with in equity.

4. INTEREST INCOME AND INTEREST EXPENSE

No other gains or losses have been recognised in respect of loans and receivables other than as disclosed as
*Interest income’ within the income statement.

No ather gains or losses have been recognised in respect of financial liabilities measured at amonrtised cost
other than as discloscd as *Interest expense’ within the income statement.

5. OTHER INCOME

2008 2007
€'000 €000
Other income 5,170 2,573

Other income relates to fees carned from issuances of financial instruments to other Group undenakings.
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6. OTHER EXPENSE

2008 2007
€'000 €000
Auditors remuneration:
Audit Fees:
Audit fees Deloitle Accountants B.V. 5 5
Audit fees Deloitie network 3 3
Audit of the Company’s financial statcments 8 8
The Company employed no staff during the year (2007: nil).
7.  INCOME TAX EXPENSE
2008 2007
€000 €000
Dutch corporation tax at 25.50% (2007: 25.84%)
Current year 1,591 765
Adjustments in respect of prior years (2) -
Current year 1,589 165
2008 2007
€000 €'000
Reconciliation of cffective tax rate
Profit before income tax 6,237 2962
Income lax using 1he standard rate of corporation
1ax in the Netherlands of 25.50% (2007: 25.84%) 1,591 765
impacl on tax of:
{Over} provided in prior years (2) -
Totzl income tax expense in the income statement 1,589 765
8. FINANCIAL ASSETS AND LIABILITIES HELD FOR TRADING
Financial assets and Nnancial labilitics categorised as held for trading are summarised in the table below:
2008
Assots Liabilities Asscts Liabilitics
€'000 €'000 €000 €000
Derivatives 4,501 317,337 -

There are no financial assets or financial liabilities classified as held for trading that are expected to be

settled after more than twelve months,
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9. FINANCIAL ASSETS AND LIABILITIES DESIGNATED AT FAIR VALUE THROUGH PROFIT
OR LOSS
Financial instruments designated at fair value through profit and loss consist primarily of the following
classes of assets and liabilitics:

Issued structured notes - These instruments contain an embedded derivative which significantly modifies the
cash fows of the issuance. The return on the instrument is linked to an underlying that is not clearly and
closely related to the debt hast including, but not limited 1o, equity, credit or commodity-linked notes. Using
the fair value option, the entire instrument is measured a1 fair value through profii or loss.

Prepaid equity securitics contracts - These contracts involve derivatives for which an initial payment is paid at
inception. These financial instruments, along with the loans designated at fair value and the derivative
contracts categorised as held for trading, arc part of the hedging strategy for the obligations arising pursuant ;
1o the issuan¢e of the structured notes. Using the fzir value option, the entire instrument is measured at fair :

value through profit or loss.

Designated Loans: These are loans to other Group companies that, along with the prepaid cquity sccurilics
contracts and the derivative contracts categorised as held for trading. are pan of the hedging strategy for the
obligations arising pursuant to the jssuance of the structured notes. Using the fair value option, the entire
“instrument is measured at fair value through profit or loss,

2008 2007

Assels Liabilities Assets Liabilities
€'000 €600 €000 €000

Prepaid equity securities
controcts 1,270,316 - 10,104 646 -
Designated loans 824,696 - - .
Issued notes - 1,806,052 - 10,058,081
2,095,012 1,806,052 10,104,646 10,058,081

Included within ‘Financial assets designated at fair value’ is an amount of €301,240,000 (2007
€2,331,580,000) and within financial liatilities designated at fair value is an amount of €301,240,000 (2007
€2,331,580,000) that is expected to be settled afier more than (welve imonths,

The cumulative change in fair value of prepaid derivatives and designated loans attributable to changes in
credit risk amounts to a gain of €172,997,000 (2007: €104,980,000) and the change in the fair value of issued
notes affributable to changes in credit risk amounts to a loss of €156,511,000 (2007: €104,980,000). The
change for the current year is a net gain of €16,486 000 (2007: nil}, which is offset by a net loss of
€16,486,000 due to changes in fair value of financial instruments held for trading attributable to changes in
credit risk,

The carrying amount of financial liabilities designated at fair value was €42,100,000 lower than the
contractual amount due at maturity (2007: nil).

There were no significant gains or losses attributable to changes in own credit risk for financial labilities
designated at fair value for year ended 30 November 2008 (2007: nil),

The above change in fair value of financial asseis designated a1 fair value through profit or toss and financial
liabilities designated at fair value through profit or loss this is artributable to changes in the credit risk is
determined as the amount of change in i1s fair value that is not attributable to changes in market conditions
that give rise 1o market risk.
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10. EQUITY
Ordinary share capital
Ordinary
shares of €100 Totat Ordinary
each: shares:
Number Number
Authorised:
Al 1 December 2006 900 900
Increases in the year - -
At 30 November 2007 900 900
Increases in the year
2 July 2008 399,100 395,100
Al 30 November 2008 400,000 400,000
Ordinary
shares ol €100 Total Ordinary
cach; shares:
€000 €600
Issued and fally paid;
At | December 2006 18 I8
Issucd in the year - -
At 30 November 2007 18 18
Issued in the year
2 July 2008 15.000 15,000
At 30 November 2008 15018 15,018

On 2 July 2008 the Company increascd its authorised share capital by 399,100 ordinary shares of €100 each
and issued 150,000 ardinary shares of €100 each in the Company to its sole shareholder. The issued shares

rank pari passu with the existing ordinary shares.

SEGMENTAL REPORTING

The Company has only onc business segment as described in the Directors™ Report and operates in one

geographic market, Europe.
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12.

FINANCIAL RISK MANAGEMENT
Risk Management Procedures

Risk is an inhercnt part of both Morgan Stanley’s and the Company’s business activity and is managed by the
Company within the context of the broader Group. The Graup seeks to identify, assess, manitor and manage
each ol the various tvpes of risk invelved in its business activities in accordance with defined policies and
procedures. The Company’s own risk management policies and procedures are consistent with those of the

Group.

The principal aclivity of the Company continues 1o be the issvance of financial instruments and the econemic
hedging of the obligations arising pursuant to such issvances. IUis the palicy and objective of the Company
nol 10 be exposed 1o market risk. On issuance of each financial instrument, the Company enters into
economic hedges ol its obligations by purchasing financial instruments from another Group entity,

Credit risk
Credit risk refers to the risk of loss arising from borrower or counterparty default.

The Group manages credit risk expasure on a global basis, but in consideration of each individual legal entity,
including those of the Company. The credil risk management policies and procedures of the Group include
ensuring transparency of material credit risks, ensuring compliance with estabtished limits, approving material
extensions of credit, and escolating risk concentrations to appropriate senior management. Credit risk
management policies and procedures for the Company are consistent with those ef the Group and include
escalation to appropriate key management personnel of the Company.

The maximum exposure to credit risk of the Company as at 30 November 2008 is the carrying amount of the
financial asscts held in the balance sheet without taking account of any collateral held or any other credit
enhancement.

As the Campany enters into all of its financial asset transactions with Group entities, the Company's credn
risk related to this concentration is nitigated as boththe Company and Group entities are wholly
owned indireet subsidiarics of the same Group parent company, Morgan Stanley,

Liquidity risk

Liquidity is the risk that the entity may encounter difficulty in realising financial assets or otherwise raising
funds to satisfy its finoncial liabilities.

The Group's senior imanagement establishes the overall liquidity and funding policies of the Group and the
l1quidily risk management policies and procedures conducted within the Company are consistent with those of
the Group. The Group's liquidity and funding risk management policies ar¢ designed 10 mitigate the potential
risk that entilics within the Group, including those of the Company, may be unable 1o access adequate
linancing to service their financial liabilitics when they become payable without malerial, adverse franchise or
business impact. The key objective of the liquidity and funding risk management framework is 10 support the
successful execution of both the Company’s and the Group’s business stratepies while ensuring ongoing and
sufficient liquidity through the business cycle and during periods of financial difficulty.

The Company hedges all of its fair value financial lability ransactions with Group companies. The
Company's liquidity risk related to this concentration is mitigated as both the Company and its Group
companies are wholly owned subsidiaries of the same group parent company, Morgan Stanley.

in the following contractual maturity analysis, derivative contracts are disclosed as on demand; financial
liabilitics designated at fair value through profit or loss are disclosed according to their earliest contraclual
maturiiy. All such amounts are presented at their fair value. All other amounis represent the undiscounted
cash flows payable by the Company arising from its financial liabilities lo contractual matunities as al 30
November 2008. Repayments thal are subject to notice are treaed as il notice were given immediately and are
classificd as on demand. This presentation is considered by the Company to appropriately reflect the fiquidity
risk arising from those financial liabilities, presented in a way that is consistent with how the liquidity risk on
these financial liabilities is managed by the Company,
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12.  FINANCIAL RISK MANAGEMENT (CONTINUED)

On demand in less than In more thun  More than two More than Total
one year one yesr but years but fess five ycars
not more than  than five years
{wo years
€000 €'000 €000 €000 €'000 €000

2008
Financial liabilities
Financial liabilities at
amortised cost:
- Trade payables 3818 - - - - 5,818
- Other payables 245 - - - - 245
Financial liabilities
held for trading 317,337 - - - - 317,337
Financial liabilities
designated at fair
value through profit
or loss - 1,504,812 7316 205,902 88,022 1,806,052
Current tax - 699 - - - 699
Total financial 320400 1,505,510 7,316 205,902 88,022 2,128,015
liabilities
2007

Financial liabilities

Financial liabilities at

amortised cost:

- Trade payables 119,030 - - .- - 119,030
Financial liabilitics

designated al fair

value through profit

or loss - 7.926.501 21267 2,070,542 239771 10,058,081
Total financial 19,030 7.726.501 21,267 2,070,542 230771 10,177,111
ligbilitics

Market Risk

Market risk refers 10 the risk that a change in the level of one or more market prices, rates, indices, implied
volatilities (the price volatility of the underlying instrument inputed from option prices), correlations or other
market factars, such as liquidity, will result in losses for a position or portfolio.

Sound market risk management is an intcgral part of the Company's and the Group's culiure. The Campany is
responsible for ensuring that market risk exposures are well-managed and prudent and more breadly for
ensuring transparency of maierial market risks, monitoring compliance with established limits, and escalating
risk concentrations to appropriale senior management,

The Company hedges all of its fair value financial liability transactions with Group companies. The Company is
managed within the Group's global framework. The market risk management policics and procedures of the
Company are consistent with those of the Group, including reporting of material risks identified to appropriate
key management personnel of the Company.
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4.

FINANCIAL RISK MANAGEMENT (CONTINUED)

Price risk, interest rate risk and foreign curvency risk

The issued Structured notes expese the Company to the risk of changes in market prices of the underlying
securities, interest rate risk and, where denominated in currencics other than Euros, the risk of changes in rates
of exchange bewween the Eure and the other relevant currencies. The Company uses the risk-mirroring contracts
that it purchases from other Group companies to hedge the price, interest rate and foreign currency risks
associated with the issuance of the Structured notes consistent with the Company’s risk management strategy.

FINANCIAL INSTRUMENTS MEASURED AT FAIR VALUE

Fair value hierarchy

The Company's financial assets and liabilitics recognised at fair value bave been broken down inte a three
level hicrarchy based on the observability of inputs as described in note 3(d), The following table presents
the carrying value of the Company’s financial assets and liabilities across the fair value hierarchy.

2008 2008 2008 2008
Quoted prices Valuation Valuation Total
in active techniques techniques
market using with
observable significant
inputs non- .
observable
inputs
€000s €000s €000s €000s
Financial assets held for trading:
- Derivatives ) 4.301 ) 430 |
Financial assets designated at fair
value through profit or loss - 2,095,012 . 2,095,012
Total financial assets held at fair value i 2,099,313 . 2099313

Financial liabilities held for trading:

. ivati
Derivatives X 317,337 ) 317337
Financial liabilities designaled at fair
value through profit or loss

- 1,796,481 9.57t 1,806,052

I'otal financia! Habilities at fair value ) 2.113.818 9.571 2,123,389

FINANCIAL INSTRUMENTS NOT MEASURED AT FAIR VALUE

For all financial assets and financial liabilities not recognised at fair value, the carrying amount is considered
1o be a reasonable approximation of fair value due o the short term pature of these financial assets and

liabilities.
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15.

CAPITAL MANAGEMENT

The Group manages its capital on o global basis with consideration for individual legal entities within the
Group. The capital managed by the Group broadly includes ordinary share capital, preference share capital,
subordinated loans and reserves.

The Group also uses an econemic capital framework. The methodology is based on a geing-concerm approach
that assigns equity 1o each business based on regulatory capital usage plus additional capital for stress losses,
including principal investmem risk. Regulatory capital, including additional capital assigned for cerain
gaodwill, intangible asscts and net deferred 1ax assets, is a minimum requirement 1o ensure the Group’s
access 1o funding in the market. The Group believes it must be able o sustain stress losses and maintain
capital substantially above regulatory minimums while supporting ongoing business activities.

‘The Group's objectives when managing global capital are:

e 10 comply with the requirements sel by the Board of Governors of the Federal Reserve System (“Fed"),
and

e 10 minimise capital within a lepal entity whilst safeguarding that entity’s ability to conlinue as a going
concern, so that il can continue to provide returns for the Group.

The Group scis the amount of capital for each entity in proportion to irs risk and in line with regulatory
requirements.

As described in the Financial Risk Management note (note 12), the Company’s exposure to liquidity and
market risk is closely manaped and this is reflected in the Company’s capital structure. The Company may
manage its capital by adjusting the amount of dividends paid, returning capital to sharcholders or issuing new
shares as required.

The Company's managed capital includes the following:

2008 2007

€000 €'000

Ordinary share capital 15,018 13
Rescrves 9,998 5,350
25,016 5,168

RELATED PARTY DISCLOSURES
Parcot and uwltimate controlling entity

The Company's immediate parent undertaking is Morgan Stanley International Holdings Inc, which i3
registered in Delaware, the United States of America. Copies of its financial statements can be obtained from
25 Cabot Square, Canary Wharf, London E14 4QA.

The ultimale parcnt undertaking and controlling entity and the smallest and largest group of which ihe
Company is a member and for which group accounts are prepared is Morgan Stanley, Morgan Stanley is
incorporated in Delaware, the United States of America and copies of its financial statements can be obtained
from 25 Cabo1 Square, Canary Wharf, London E14 4QA,
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16. RELATED PARTY DISCLOSURES (CONTINUED)

Key Management Compensation

Key management personnel is defined as those persons having authority and responsibility for planning,
directing and controlling the activities of the Company. Key managemenl personnel includes the Board of

Direciors plus key business unil management.

Compensation paid 10 key management personnel in respect of their services rendered Lo the Company is:

2008 007

€000 €000

Short-icrm employec benefits 3l 40
Post-cmployment benefits - .
Share-based payment § 5
Other long-term employee benefits ! 1
Termination benelits 2 -
Management fees 219 118
258 164

Key management personnel compensation is borne by other Graup undertakings.

Transactions willk related parties

The Group conducts business for clients globaily through a combination of both functiona! and [egal entity
arganisational structurcs, Accerdingly, the Company is closely integrated with the operations of the Group
and cniers into transactions with other Group undertakings for the purposes of utilising financing, trading and
risk management. and infrastruciure services. The nature of these relationships along with information about
the transactions and oursianding balances s given below. The Company has not recognised any expense and
has made no provision for bad and doubtful debts related to the amount of outstanding baiances from related

partics (2007; nil}.

Financing

The Company receives financing from and provides financing to other Group undertakings in the following
forms: )

Guneral fiding

General funding is undated, unsecured, floating rate lending. Funding may be received or provided for
specific transaction related financing requirements, or for gencral jntra group financing purposes. - The
interest rates are cslzblished by the Group Treasury function for all entities within the Graup and approximate
the market rate of interest that the Group incurs in financing its business.

Deiails of the oustanding balances on these financing amangements and interest receivable/payable during
the year are shown in the table below:

2008 2007
Interesi Balance Interest Balance
€000 €000 €'000 €000
Amounts  due  from  other  Group
underakings 963 29,808 2438 46,356
Amounts duc 1o other Group undertakings p 245 ) )
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16. RELATED PARTY DISCLOSURES (CONTINUED)

Trading and risk management

The Company issues structured noies and hedges the obligations arising from the issuance by entering into
prepaid equity securities contracts, derivative contracts and designated ioans with other Group companies.
All such transactions are entered into on an arm’s length basis, These transactions may give rise to credit risk
either for the Company, or to a related party towards the Company. The total amounts receivable and payable
on issued notes, prepaid equity securities, derivative contracts and desighated loans were as follows:

2008 2007

€000 €000

Amaounts due from other Group undertakings 2,122,100 10,135,875
Ampunts due to other Group undertakings 1,630,000 6,471,291

In addition, the management and execution of business strategies on a global basis results in many Morgan
Stanley transactions impacting a number of Group entities. The Group operates a number of intra-group
policies 1o ensure that, where possible, revenues and related cosis are matched. For the year ended 30
November 2008 a net gain of €5,170,000 was recogniscd in the income statement arising from such policics

(2007: €2,573,000).
Infrastructure services

The Company uses infrastructure services, including the provision of office facilities, operated by other
Group undertakings at no charge (2007 nil),
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ADDITIONAL INFORMATION

Auditors® report

The audilors’ report is recorded on the nexi page.

Statutory rules concerning appropriation of the net result

The Articles of lncorporation of the Company provide that the net result for the year is at the disposition of
the Annual Genera! Meeting of Sharcholders.

Appropriation of the net result for the period

The balance sheet is presented afier the proposed appropriation of the net result for the period ended 30
November 2008, The directors propose to add the result for the year to the Retained Eamings as part of the

equity.
Subsequent evenis

No events have occurred since the balance sheet date, which would change the financiat position of the |
Company and which would require adjustment of disclosure in the annual report now presented.
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Auditors’ report
Report on the financial statements

We have audited the accompanying financial statements for the year ended November 30, 2008
of Morgan Stanley B.V., Amsterdam, which comprise the balance sheet as at November 30,
2008, the profit and loss account, stalement of changes in equity and cash flow statement for
the year then ended and a summary of significant accounting policies and other explanatory
notes.

Management’s responsibility

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with International Financial Reporting Standards as adopted by the European Union
and with Part 9 of Book 2 of the Netherlands Civil Code, and for the preparation of the directors’
report in accordance with Part 9 of Book 2 of the Netherlands Civil Code. This responsibility
includes: designing, implementing and maintaining internal control relevant to the preparation
and fair presentation of the financial stalements that are free from material misstatement,
whether due o fraud or error; selecting and applying appropriate accounting policies; and
making accounting estimaies that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to cxpress an opinion on the financial statements based on our audit.

We conducted our audit in accordance with Dutch law. This law requires that we comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance whether the
financial statements are free from material misstatement.

Daloilte Accountants 8.V, is registorcd with (e Trade Register of the Chamber of Commaree and Member of
ndustry in Rollerdam number 24362853, Deloitts: Touche Tohmatsu



http://www.deloille.nl

Deloitte.

2
March 23, 2009
3100054184/0P9984/nv

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures sclected depend on the auditor’s
judgment, including the assessment of the risks of material misstalement of the financiat
statements, whether duc to fraud or ervor. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the financial
statements 1n order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of (he entity's internal control.
An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting cstimates made by management, as well as evaluating the overall
presentation of the financial statements.

1
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basts for our audit opinion.

Opinion
In our opinion, the financial statements give a true and fair view of the financial position of
Morgan Stanley B.V. as at November 30, 2008, and of its result and its cash flows for the year

then ended in accordance with International Financial Reporting Standards as adopted by the
European Union and with Part 9 of Book 2 of the Netherlands Civil Code.

Report on other legal and regulatory requirements

Pursuant to the legal requirement. under 2:393 sub 5 part f of the Netherlands Civil Code, we
report, to the extent of our competence, that the directors’ report is consistent with the financial
statements as required by 2:391 sub 4 of the Netherlands Civil Code.

Deloitte Accountanis B.V.

)

R. Koppen




