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Independent Auditor’s Report 
 
To the North Carolina State Education Assistance Authority: 
 
Report on the Audit of the Financial Statements 
 

Opinion 
We have audited the accompanying Statement of Fiduciary Net 
Position of the Morgan Stanley National Advisory 529 Plan (the 
“Plan”), a Plan of the State of North Carolina State Education 
Assistance Authority, as of June 30, 2022, and the related 
Statement of Changes in Fiduciary Net Position for the year then 
ended, and the related notes to the financial statements, which 
collectively comprise the Plan’s basic financial statements as listed 
in the table of contents.  
In our opinion, the accompanying financial statements referred to 
above present fairly, in all material respects, the fiduciary net 
position of the Plan, as of June 30, 2022, and the respective 
changes in fiduciary net position for the year then ended in 
accordance with accounting principles generally accepted in the 
United States of America. 

Basis for Opinion 
We conducted our audit in accordance with auditing standards 
generally accepted in the United States of America (GAAS) and 
the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller 
General of the United States. Our responsibilities under those 
standards are further described in the Auditor’s Responsibilities for 
the Audit of the Financial Statements section of our report. We are 
required to be independent of the Plan and to meet our other 
ethical responsibilities, in accordance with the relevant ethical 
requirements relating to our audit. We believe that the audit 
evidence we have obtained is sufficient and appropriate to provide 
a basis for our audit opinion. 

Responsibilities of Management for the Financial Statements 
Management is responsible for the preparation and fair 
presentation of these financial statements in accordance with 
accounting principles generally accepted in the United States of 
America, and for the design, implementation, and maintenance of 
internal control relevant to the preparation and fair presentation of 
financial statements that are free from material misstatement, 
whether due to fraud or error.  
In preparing the financial statements, management is required to 
evaluate whether there are conditions or events, considered in the 
aggregate, that raise substantial doubt about the Plan’s ability to 
continue as a going concern for twelve months beyond the 
financial statement date, including any currently known information 
that may raise substantial doubt shortly thereafter. 

Auditor’s Responsibilities for the Audit of the Financial 
Statements 
Our objectives are to obtain reasonable assurance about whether 
the financial statements as a whole are free from material 
misstatement, whether due to fraud or error, and to issue an 
auditor’s report that includes our opinion. Reasonable assurance is 
a high level of assurance but is not absolute assurance and 
therefore is not a guarantee that an audit conducted in accordance 
with GAAS and Government Auditing Standards will always detect 
a material misstatement when it exists. The risk of not detecting a 
material misstatement resulting from fraud is higher than for one 
resulting from error, as fraud may involve collusion, forgery, 
intentional omissions, misrepresentations, or the override of 
internal control. Misstatements are considered material if there is a 
substantial likelihood that, individually or in the aggregate, they 
would influence the judgment made by a reasonable user based 

on the financial statements. 
In performing an audit in accordance with GAAS and Government 
Auditing Standards, we 

 Exercise professional judgment and maintain 
professional skepticism throughout the audit.  

 Identify and assess the risks of material misstatement of 
the financial statements, whether due to fraud or error, 
and design and perform audit procedures responsive to 
those risks. Such procedures include examining, on a 
test basis, evidence regarding the amounts and 
disclosures in the financial statements.  

 Obtain an understanding of internal control relevant to 
the audit in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose 
of expressing an opinion on the effectiveness of the 
Plan’s internal control. Accordingly, no such opinion is 
expressed.  

 Evaluate the appropriateness of accounting policies used 
and the reasonableness of significant accounting 
estimates made by management, as well as evaluate the 
overall presentation of the financial statements.  

 Conclude whether, in our judgment, there are conditions 
or events, considered in the aggregate, that raise 
substantial doubt about the Plan’s ability to continue as a 
going concern for a reasonable period of time. 

We are required to communicate with those charged with 
governance regarding, among other matters, the planned scope 
and timing of the audit, significant audit findings, and certain 
internal control–related matters that we identified during the audit. 

Required Supplementary Information 
Accounting principles generally accepted in the United States of 
America require that management’s discussion and analysis on 
page 3 be presented to supplement the basic financial statements. 
Such information is the responsibility of management and, 
although not a part of the basic financial statements, is required by 
the Governmental Accounting Standards Board who considers it to 
be an essential part of financial reporting for placing the basic 
financial statements in an appropriate operational, economic, or 
historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with 
auditing standards generally accepted in the United States of 
America, which consisted of inquiries of management about the 
methods of preparing the information  and comparing the 
information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we 
obtained during our audit of the basic financial statements. We do 
not express an opinion or provide any assurance on the 
information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any 
assurance. 

Supplementary Schedules 
Our audit was conducted for the purpose of forming an opinion on 
the financial statements that collectively comprise the Plan’s basic 
financial statements. The Combining Statements of Fiduciary Net 
Position and the Combining Statements of Changes in Fiduciary 
Net Position, as listed in the table of contents on pages 10 through 
16, are Supplemental Schedules presented for purposes of 
additional analysis and are not a required part of the basic financial 
statements. Such schedules are the responsibility of management 
and were derived from and relate directly to the underlying 
accounting and other records used to prepare the basic financial 
statements. Such schedules have been subjected to the auditing 
procedures applied in our audit of the basic financial statements 



2 |    Morgan Stanley National Advisory 529 Plan    June 30, 2022 

and certain additional procedures, including comparing and 
reconciling such schedules directly to the underlying accounting 
and other records used to prepare the basic financial statements 
or to the basic financial statements themselves, and other 
additional procedures in accordance with auditing standards 
generally accepted in the United States of America. In our opinion, 
the Combining Statements of Fiduciary Net Position and the 
Combining Statements of Changes in Fiduciary Net Position are 
fairly stated, in all material respects, in relation to the basic 
financial statements as a whole. 

Other Reporting Required by Government Auditing Standards 
In accordance with Government Auditing Standards, we have also 
issued our report dated September 26, 2022 on our consideration 
of the Plan's internal control over financial reporting and on our 
tests of its compliance with certain provisions of laws, regulations, 
contracts, and agreements and other matters. The purpose of that 
report is to solely describe the scope of our testing of internal 
control over financial reporting and compliance and the results of 
that testing, and not to provide an opinion on the effectiveness of 
the Plan's internal control over financial reporting or on 
compliance. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering 
the Plan’s internal control over financial reporting and compliance. 

Boston, Massachusetts  
September 26, 2022 
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Management’s Discussion and Analysis 

The North Carolina State Education Assistance Authority 
(“NCSEAA”) offers and oversees the Morgan Stanley National 
Advisory 529 Plan (the “MS Advisory 529 Plan” or “Plan”) for 
the State of North Carolina. 

These financial statements pertain solely to the Plan’s 
investment options that are each referred to individually as an 
"Investment Option" and collectively as the "Investment 
Options." As investment manager of the Plan, which is offered 
and overseen by NCSEAA for the State of North Carolina, 
Morgan Stanley Smith Barney LLC (“Morgan Stanley”) offers 
readers of the financial statements of the Plan this discussion 
and analysis of the Plan’s financial performance for the fiscal 
year ended June 30, 2022. 

Overview of the Financial Statements 

The Plan's financial statements are prepared in accordance 
with Governmental Accounting Standards Board ("GASB") 
Statement No. 34, Basic Financial Statements and 
Management's Discussion and Analysis for State and Local 
Governments. 

This report consists of two parts: management's discussion 
and analysis (this section) and the basic financial statements. 
The basic financial statements consist of a Statement of 
Fiduciary Net Position, a Statement of Changes in Fiduciary 
Net Position and Notes to Financial Statements that explain 
certain information in the financial statements and provide 
more detailed information. 

The Statement of Fiduciary Net Position presents information 
on the Plan's assets and liabilities, with the difference between 
the two reported as fiduciary net position. This statement, 
along with the Statement of Changes in Fiduciary Net Position 
discussed below, is prepared using the accrual basis of 
accounting 1) whereby contributions are recognized when 
enrollment in the Plan has been successfully completed and all 
documentation is found to be in good order, 2) withdrawals are 
recognized when the withdrawal request has been received 
and all documentation is found to be in good order and 3) 
expenses and liabilities are recognized when services are 
provided, regardless of when cash is paid. 

The Statement of Changes in Fiduciary Net Position presents 
information showing how the Plan's assets changed during the 
fiscal year. All changes in net position are reported when the 
underlying event giving rise to the change occurs, regardless 
of the timing of related cash flows in future fiscal years. 

Notes to Financial Statements provide additional information 
that is essential to a full understanding of the data provided in 
the basic financial statements. 

This report presents the operating results and financial status 
of the Plan, which the North Carolina State Education 
Assistance Authority reports as a fiduciary fund (private 
purpose trust fund). Fiduciary fund reporting is used to account 
for resources held for the benefit of parties outside the 
government entity. 

Financial Analysis 

Fiduciary Net Positions: The following is a condensed 
Statement of Fiduciary Net Position for the Plan: 

June 30, 2022 
Assets 
Investments . . . . . . . . . . . . . . . . . . . . . . . .  $ 363,607,707 

 

Receivables . . . . . . . . . . . . . . . . . . . . . . . . 373,476 
 

Total assets . . . . . . . . . . . . . . . . . . . . . . . .   363,981,183 
 

Liabilities 
Payable and other liabilities  . . . . . . . . . . . . 464,655 
Total liabilities . . . . . . . . . . . . . . . . . . . . . . . 464,655 

 

Fiduciary Net Position  . . . . . . . . . . . . . . .  $ 363,516,528 
 

     

Total Fiduciary net position represents total contributions from 
participants since the Plan's inception, plus net increases and 
decreases from investment operations, less withdrawals and 
expenses. 

Investments make up 100.0% of total fiduciary net position, 
and consist of 13 Investment Options. Each investment option 
is made up of a combination of up to 9 Morgan Stanley (“MS”) 
529 Funds, and each MS 529 Fund in turn invests its assets in 
one of the nine Morgan Stanley Pathway Funds (the "Pathway 
Funds” or “underlying funds”). Receivables consist of 
receivables for subscription of Plan units sold and for 
underlying funds sold. Payables consist of payables for 
redemptions of Plan units redeemed, underlying funds 
purchased and consulting and advisory fees payable. 

Changes in Net Position: The following is a condensed 
Statement of Changes in Fiduciary Net Position for the Plan: 

Year Ended 
June 30, 2022 

Additions: 
Contributions and conversions of units .  $ 264,198,178 

 

Net increase (decrease) from 
investment operations . . . . . . . . . . (61,592,401)

Exchanges in . . . . . . . . . . . . . . . . . . . . 32,306,327 
Total additions  . . . . . . . . . . . . . . . . . . . . . . 234,912,104 

Deductions: 
Withdrawals and conversion of units  . . 21,705,507 
Expenses  . . . . . . . . . . . . . . . . . . . . . . 298,209 
Exchanges out . . . . . . . . . . . . . . . . . . . 32,306,327 

Total deductions . . . . . . . . . . . . . . . . . . . . . 54,310,043 
Net increase in fiduciary net position . . . . . . 180,602,061 

 

Fiduciary Net Position, beginning of year  . .   182,914,467 
 

Fiduciary Net Position, end of year . . . . .  $ 363,516,528 
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Morgan Stanley National Advisory 529 Plan 
Statement of Fiduciary Net Position 

 

June 30, 2022 Plan Total 

Assets 
Investments in underlying funds  . . . . . . . . .  $ 363,607,707 

 

Receivable for subscription of Plan units . . . 265,072 
Receivable for underlying funds sold . . . . . . 108,404 
Total assets  . . . . . . . . . . . . . . . . . . . . . . . . 363,981,183 

Liabilities 
Payable for redemption of Plan units . . . . . . 326,541 
Payable for underlying funds purchased  . . . 46,937 
Accrued consulting and advisory fees . . . . . 91,177 
Total liabilities . . . . . . . . . . . . . . . . . . . . . . . 464,655 

 

Fiduciary Net Position . . . . . . . . . . . . . . . . .  $ 363,516,528 
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Morgan Stanley National Advisory 529 Plan 
Statement of Changes in Fiduciary Net Position 

 

Year Ended June 30, 2022 Plan Total 

Additions 
Contributions and conversions of units  . . . .  $ 264,198,178 

 

Dividend income from underlying fund 
shares . . . . . . . . . . . . . . . . . . . . . . 4,272,817 

Net realized gain (loss) from sales of 
underlying fund shares  . . . . . . . . . 16,917,517 

Net change in unrealized appreciation 
(depreciation) on underlying fund 
shares . . . . . . . . . . . . . . . . . . . . . . (82,782,735) 

Net increase (decrease) from investment 
operations . . . . . . . . . . . . . . . . . . . . . . (61,592,401) 

Exchanges in  . . . . . . . . . . . . . . . . . . . . . . . 32,306,327 
Total additions  . . . . . . . . . . . . . . . . . . . . . . 234,912,104 

Deductions 
Withdrawals and conversion of units . . . . . . 21,705,507 
Expenses: 

Consulting and advisory fees . . . . . . . . 298,209 
Total expenses . . . . . . . . . . . . . . . . . . . . . . 298,209 
Exchanges out  . . . . . . . . . . . . . . . . . . . . . . 32,306,327 
Total deductions . . . . . . . . . . . . . . . . . . . . . 54,310,043 

Fiduciary Net Position 
Net increase in fiduciary net position . . . . . . 180,602,061 
Beginning of year  . . . . . . . . . . . . . . . . . . . . 182,914,467 

 

End of year . . . . . . . . . . . . . . . . . . . . . . . . .  $ 363,516,528 
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Notes to Financial Statements 

1. Organization

The Morgan Stanley National Advisory 529 Plan (the “MS 
Advisory 529 Plan” or “Plan”) is established and maintained 
pursuant to Section 529 of the Internal Revenue Code of 1986, 
as a “Qualified Tuition Plan” (“529 Plan”). 529 Plans are 
designed to encourage and facilitate saving and investing 
funds by offering numerous tax and other advantages to pay 
for certain future primary, secondary and higher education 
expenses of an individual anticipated to incur such expenses. 

The North Carolina State Education Assistance Authority 
(“NCSEAA”) is the instrumentality of the State of North 
Carolina responsible for establishing and maintaining the MS 
Advisory 529 Plan. NCSEAA has contracted with Morgan 
Stanley Smith Barney LLC (“Morgan Stanley”) as the exclusive 
manager responsible for the administration, distribution, 
investment management and other services for the MS 
Advisory 529 Plan. The Plan is sponsored and overseen by the 
NCSEAA. The Plan, which is a part of the Parental Savings 
Trust Fund, is maintained by the NCSEAA and managed by 
Morgan Stanley. 

The MS Advisory 529 Plan currently offers 13 Investment 
Options, consisting of up to 9 MS 529 Funds. The Investment 
Options represent different risk-level models, ranging from 
conservative allocations (Conservative Fixed Income) to 
aggressive allocations (Opportunistic Growth and Equity).  

MS 529 – Conservative Fixed Income 
MS 529 – Tactical Wealth Conservation 
MS 529 – Tactical Income 
MS 529 – Tactical Balanced Growth 
MS 529 – Tactical Market Growth 
MS 529 – Tactical Opportunistic Growth 
MS 529 – Tactical Equity 
MS 529 – U.S. Focused Wealth Conservation 
MS 529 – U.S. Focused Income 
MS 529 – U.S. Focused Balanced Growth 
MS 529 – U.S. Focused Market Growth 
MS 529 – U.S. Focused Opportunistic Growth 
MS 529 – U.S. Focused Equity 

The 9 MS 529 Funds includes: 

MS 529 Large Cap Equity Fund 
MS 529 Small-Mid Cap Equity Fund 
MS 529 International Equity Fund 
MS 529 Emerging Markets Equity Fund 
MS 529 Core Fixed Income Fund 
MS 529 High-Yield Fund 
MS 529 International Fixed Income Fund 
MS 529 Inflation-Linked Fixed Income Fund 
MS 529 Ultra-Short Term Fixed Income Fund 

Each MS 529 Fund in turn invests its assets in one or more of 
nine Morgan Stanley Pathway Funds (the “Pathway Funds” or 
“underlying funds”) listed below: 

Morgan Stanley Pathway Large Cap Equity Fund 
Morgan Stanley Pathway Small-Mid Cap Equity Fund 
Morgan Stanley Pathway International Equity Fund 
Morgan Stanley Pathway Emerging Markets Equity Fund 
Morgan Stanley Pathway Core Fixed Income Fund 
Morgan Stanley Pathway High-Yield Fund 
Morgan Stanley Pathway International Fixed Income Fund 
Morgan Stanley Pathway Inflation-Linked Fixed Income Fund 
Morgan Stanley Pathway Ultra-Short Term Fixed Income Fund 

The Pathway Funds provide exposure to different asset 
classes utilizing various investment managers selected by an 
affiliate of Morgan Stanley to create a diversified portfolio. 
Financial statements of the underlying funds contain additional 
information about the expenses and investments of the 
underlying funds and are available from the EDGAR database 
on the Securities and Exchange Commission website at 
http://www.sec.gov. 

Interests in the Plan (“Units”) have not been registered with the 
Securities and Exchange Commission (the “SEC”) or any other 
state or federal governmental agency. The Units in the Plan 
are exempt from the registration requirements of the federal 
securities laws and are instead regulated as “municipal fund 
securities” by the Municipal Securities Rulemaking Board. 
There are no front-end or deferred sales charges associated 
with the Investment Option or MS 529 Plan fund selections.  

In accordance with Plan Description document, Qualified 
Withdrawals, used to pay Qualified Education Expenses, are 
free from federal income tax and the income tax of nearly 
every state. Non-Qualified Withdrawals, used for any other 
purpose, are subject to income taxes and a 10% federal tax 
penalty on the earnings component of such Withdrawal only, 
unless such penalty is eligible for a waiver. 

2. Significant Accounting Policies

Use of Estimates: The Plan’s financial statements are 
prepared in conformity with accounting principles generally 
accepted in the United States of America, which may require 
management to make estimates and assumptions that affect 
the reported amounts and disclosures in the financial 
statements. Actual results could differ from those estimates. 

Investment Transactions and Investment Income: For 
financial reporting purposes, investment transactions are 
recorded on the dates the transactions are entered into (the 
trade dates). Realized gains and losses on investment 
transactions are determined on the identified cost basis. 
Dividend income and capital gain distributions from the 
underlying funds are recorded on the ex-dividend dates. 
Income, expenses and realized and unrealized gains and 
losses are allocated to each fund Unit based on its relative net 
assets. 
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Distributions to Unitholders: Distributions, if any, paid by the 
Investment Options are recorded on the ex-dividend dates. 

Income Taxes: The Plan has been designed to comply with 
the requirements for treatment as a qualified state tuition plan 
under Section 529 of the Internal Revenue Code, which is 
exempt from federal and state income tax. Therefore, no 
provision for income tax is required. 

3. Investment Valuation and Fair Value Measurements:

Investment Valuation Policies: The Plan's policy is to value 
its investments in the underlying funds at fair value. 
Investments in the underlying funds are valued based on the 
published net asset value of each such underlying fund 
computed as of the close of regular trading on the New York 
Stock Exchange (“NYSE”) on days when the NYSE is open.  

Fair Value Hierarchy: Various inputs are used in determining 
the fair value of investments. These inputs to valuation 
techniques are categorized into a fair value hierarchy 
consisting of three broad levels for financial statement 
purposes as follows: 

Level 1 — Unadjusted price quotations in active 
markets/exchanges for identical assets or liabilities that each 
Fund has the ability to access 

Level 2 — Other observable inputs (including, but not limited 
to, quoted prices for similar assets or liabilities in markets 
that are active, quoted prices for identical or similar assets or 
liabilities in markets that are not active, inputs other than 
quoted prices that are observable for the assets or liabilities 
(such as interest rates, yield curves, volatilities, prepayment 
speeds, loss severities, credit risks and default rates) or 
other market-corroborated inputs) 

Level 3 — Unobservable inputs based on the best 
information available in the circumstances, to the extent 
observable inputs are not available (including each Fund’s 
own assumptions used in determining the fair value of 
investments 

The hierarchy gives the highest priority to unadjusted quoted 
prices in active markets for identical assets or liabilities 
(Level 1 measurements) and the lowest priority to 
unobservable inputs (Level 3 measurements). Accordingly, 
the degree of judgment exercised in determining fair value is 
greatest for instruments categorized in Level 3. The inputs 
used to measure fair value may fall into different levels of the 
fair value hierarchy. In such cases, for disclosure purposes, 
the fair value hierarchy classification is determined based on 
the lowest level input that is significant to the fair value 
measurement in its entirety. The significant unobservable 
inputs used by the Global Valuation Committee in 
determining the price for Fair Valued Investments are 
typically categorized as Level 3. 

As of year end, the Plan’s investments in its underlying 
funds were classified as Level 1. 

4. Plan and Other Fees

To maintain an account in the MS Advisory 529 Plan, a 
shareholder must at all times be a Morgan Stanley Wealth 
Management client. Each plan account is subject to a 
consulting and advisor fee. This fee may range up to a 
maximum of 2.00% of the Plan’s total aggregate assets on 

an annual basis. There are no front-end or deferred sales 
charges associated with an investment in the MS Advisory 
529 Plan. The Investment Options have certain expenses 
associated with their investment strategies. Each Account 
Owner bears these direct ongoing expenses, which will vary 
with the chosen Investment Option. The expenses of each 
Investment Option represents a blended weighted average 
of the underlying investments in the MS 529 Funds. The 
NCSEAA will receive an oversight and marketing fee at an 
annual rate of up to 0.10% of the average daily net assets in 
each fund constituting MS Advisory 529 Plan. Such fee is 
included in consulting and advisory fees on statement of 
changes. 

5. Plan Units

All beneficial interests in the Investment Options are 
expressed as a number of Plan units. Plan unit values under 
each Investment Option are based on the net position value 
per share of each of the underlying funds in which the 
Investment Option is invested. Unit values of the underlying 
funds are determined as described in Note 3 above. 

Contributions by a participant are evidenced through the 
issuance of units in the particular Investment Option according 
to the investment elections made by the participant. 
Contributions and withdrawals are subject to terms and 
limitations defined in the participation agreement between the 
participant and the Plan. Contributions are invested in units of 
the assigned Investment Option on the same day as the credit 
of the contribution to the participant’s account. Withdrawals 
are based on the unit value calculated for such Investment 
Option on the day that the withdrawal request is accepted. The 
earnings portion of non-qualified withdrawals, in addition to 
applicable federal and state income taxes, may be subject to a 
10% non-qualified withdrawal penalty to be withheld from the 
amount withdrawn. 

Transfers of participant assets between Investment Options 
are referred to as exchanges on the Statement of Changes in 
Fiduciary Net Position. Subject to certain limitations and 
restrictions, participants may generally direct their assets to be 
reinvested in one or more Investment Options twice each 
calendar year. 

6. Change in Investments

The following table represents a calculation of the net 
change in appreciation (depreciation) on investments 
during the year ended June 30, 2022: 
 

Value of investments at end of current year .  $ 363,607,707 
 

Less: Cost of investments purchased during 
year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 287,697,529 
Add: Sale proceeds of investments sold 
during the year . . . . . . . . . . . . . . . . . . . . . . 41,175,377 
Less: Value of investments at the beginning 
of year  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 182,950,773 
Less: Net realized gain from sales of 
underlying fund shares . . . . . . . . . . . . . . . . 16,917,517 
Net change in unrealized depreciation on 
investments during the year  . . . . . . . . . . . . ($82,782,735) 
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7. Investments Risks

The Plan’s investments consist of shares of the underlying 
funds, rather than individual securities and therefore are not 
subject to classification by custodial credit risk or disclosure of 
concentration of credit risk under GASB Statement No. 40, 
Deposits and Investment Risk Disclosures. The underlying 
funds are not rated by any nationally recognized statistical 
rating organization. An Investment Option is exposed to the 
risks of the underlying funds in direct proportion to the amounts 
of assets the Investment Option allocates to each underlying 
fund. 

Interests in the Investment Options, and in the underlying 
funds in which they invest, are subject to a number of 
Investment Risks. Please refer to the Plan Description for a 
complete list of such Investment Risks, which include the 
following: 

Interest Rate Risk: Certain underlying funds invest in debt 
securities, including bonds, and are subject to interest rate 
risk. Declining interest rates generally increase the value of 
the debt instruments, and rising interest rates generally 
decrease the value of existing debt instruments. The 
exposure to interest rate risk is greater with underlying funds 
with longer average effective maturity and average effective 
duration.  

Foreign Securities Market Risk: Securities of many non-U.S. 
companies may be less liquid and their prices more volatile 
than securities of comparable U.S. companies. Securities of 
companies traded in many countries outside the U.S., 
particularly emerging markets countries, may be subject to 
further risks due to the inexperience of local investment 
professionals and financial institutions, the possibility of 
permanent or temporary termination of trading and greater 
spreads between bid and asked prices of securities. In 
addition, non-U.S. stock exchanges and investment 
professionals are subject to less governmental regulation, and 
commissions may be higher than in the United States. Also, 
there may be delays in the settlement of non-U.S. stock 
exchange transactions.  

Emerging Market Risk: Certain underlying funds invests in 
emerging market instruments which are subject to certain 
credit and market risks. The securities and currency markets of 
emerging market countries are generally smaller, less 
developed, less liquid and more volatile than the securities and 
currency markets of the United States and other developed 
markets. Disclosure and regulatory standards in many respects 
are less stringent than in other developed markets. There also 
may be a lower level of monitoring and regulation of securities 
markets in emerging market countries and the activities of 
investors in such markets and enforcement of existing 
regulations may be extremely limited. Political and economic 
structures in many of these countries may be in their infancy 
and developing rapidly, and such countries may lack the social, 
political and economic stability characteristics of more 
developed countries.  

LIBOR Transition Risk: Certain investments in which an 
underlying fund invests rely in some manner on the London 
Interbank Offered Rate (“LIBOR”). LIBOR is intended to 
represent the rate at which contributing banks may obtain 

short-term borrowings from each other in the London interbank 
market as determined by the ICE Benchmark Administration 
(“IBA”). More recently, the IBA announced it will cease 
publication of USD LIBOR for the most common tenors 
(overnight and one, three, six and twelve months) as of June 
30, 2023, and it will cease publication of USD LIBOR for the 
less commonly used tenors of one week and two months as 
well as all tenors of non-USD LIBOR as of December 31, 2021. 

Foreign Currency Risk: Certain underlying funds invest in 
securities of foreign issuers, including American Depositary 
Receipts. These markets are subject to special risks 
associated with foreign investments not typically associated 
with investing in U.S. markets. Because the foreign securities 
in which the underlying funds may invest generally trade in 
currencies other than the U.S. dollar, changes in currency 
exchange rates will affect the underlying fund’s net position 
value, the value of dividends and interest earned and gains 
and losses realized on the sale of securities. Because the net 
position value of each underlying fund is determined on the 
basis of U.S. dollars, the underlying funds may lose money by 
investing in a foreign security if the local currency of a foreign 
market depreciates against the U.S. dollar, even if the local 
currency value of the underlying funds’ holdings goes up. 
Generally, a strong U.S. dollar relative to these other 
currencies will adversely affect the value of an underlying 
fund’s holdings in foreign securities.  

Market and Credit Risk: In the normal course of business, 
the underlying funds invest in securities and enter into 
transactions where risks exist due to fluctuations in the 
market (market risk) or failure of the issuer of a security to 
meet all its obligations (issuer credit risk). The value of 
securities held by the underlying funds may decline in 
response to certain events, including those directly involving 
the issuers whose securities are owned by the underlying 
funds; conditions affecting the general economy; overall 
market changes; local, regional or global political, social or 
economic instability; and currency and interest rate and price 
fluctuations. Similar to issuer credit risk, the underlying funds 
may be exposed to counterparty credit risk, or the risk that 
an entity with which the underlying funds have unsettled or 
open transactions fails to be able to perform on its 
commitments. Financial assets, which potentially expose the 
underlying funds to market, issuer and counterparty credit 
risks, consist principally of financial instruments and 
receivables due from counterparties. The extent of the 
underlying funds’ exposure to market, issuer and 
counterparty credit risks with respect to these financial 
assets is generally approximated by their value recorded in 
the underlying funds’ Statements of Assets and Liabilities, 
less any collateral held by the underlying funds. Certain 
underlying funds invest in various derivative instruments. 
Refer to the prospectuses and financial statements of the 
underlying funds for information on the respective underlying 
fund’s investment strategy. 

Other: Market disruptions associated with the COVID-19 
pandemic have had a global impact, and uncertainty exists as 
to its long-term implications. The COVID-19 pandemic could 
adversely affect the value and liquidity of the Plan’s 
investments, impair the Plan’s ability to satisfy redemption 
requests, and negatively impact the Plan’s performance. In 
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addition, the outbreak of COVID-19, and measures taken to 
mitigate its effects, could result in disruptions to the services 
provided to the Plan by its service providers. Morgan Stanley is 
continuing to monitor this development and evaluate its impact 
on the Plan.  

8. Transfer Agent

BNY Mellon Investment Servicing (US) Inc., a subsidiary of 
The Bank of New York Mellon Corporation, serves as the 
Plan's transfer agent and the service organization. 

9. Subsequent Events

Management has evaluated the impact of all subsequent 
events on the Plan through September 26, 2022, the date 
the financial statements were available to be issued, and 
has determined that there are no subsequent events 
requiring recognition or disclosure in the financial 
statements. 
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Supplementary Schedules 

The Combining Statements of Fiduciary Net Position and the Combining Statements of Changes in Fiduciary Net Position, as listed in the 
table of contents on pages 10 through 16, are presented for purposes of additional analysis and are not a required part of the basic financial 
statements. 
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Morgan Stanley National Advisory 
Combining Statements of Fiduciary Net Position 

June 30, 2022 
MS 529 Large 

Cap Equity Fund 

MS 529 Small-
Mid Cap Equity 

Fund 

MS 529 
International 
Equity Fund 

MS 529 
Emerging 

Markets Equity 
Fund 

Assets 
Investments in underlying funds  . . . . . . . . .  $ 108,752,031 

 

$ 36,160,960 $ 67,298,292 $ 29,265,014 
Receivable for subscription of Plan units . . . 91,940 33,166 50,065 16,714 
Receivable for underlying funds sold . . . . . . – – – 4,861 
Total assets  . . . . . . . . . . . . . . . . . . . . . . . . 108,843,971 36,194,126 67,348,357 29,286,589 

Liabilities 
Payable for redemption of Plan units . . . . . . 61,790 21,634 46,077 21,575 
Payable for underlying funds purchased  . . . 30,151 11,532 3,988 – 
Accrued consulting and advisory fees . . . . . 28,135 9,280 17,406 7,214 
Total liabilities . . . . . . . . . . . . . . . . . . . . . . . 120,076 

 

42,446 67,471 28,789 
Fiduciary Net Position . . . . . . . . . . . . . . . . .  $ 108,723,895 

 

$ 36,151,680 $ 67,280,886 $ 29,257,800 

 

Computation of Net Position Value 
Number of units outstanding . . . . . . . . . . . . 8,092,822 

 

2,532,264 5,225,957 2,670,101 
Net position value . . . . . . . . . . . . . . . . . . . .  $ 13.43 

 

$ 14.28 $ 12.87 $ 10.96
Cost of investments in underlying funds . . . .  $ 134,083,970 

 

$ 47,909,724 $ 83,412,584 $ 37,830,071 
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Morgan Stanley National Advisory 
Combining Statements of Fiduciary Net Position (continued) 

June 30, 2022 

MS 529 Core 
Fixed Income 

Fund 

MS 529 High- 
Yield Fixed 

Income Fund 

MS 529 
International 
Fixed Income 

Fund 

MS 529 Inflation-
Linked Fixed 
Income Fund 

Assets 
Investments in underlying funds  . . . . . . . . .  $ 74,375,716 

 

$ 6,219,874 $ 10,654,073 $ 1,013,719 
Receivable for subscription of Plan units . . .   45,493 6,878 6,643 1,371 
Receivable for underlying funds sold . . . . . . 59,664 – 7,704 – 
Total assets  . . . . . . . . . . . . . . . . . . . . . . . . 74,480,873 6,226,752 10,668,420 1,015,090 

Liabilities 
Payable for redemption of Plan units . . . . . . 105,157 6,351 14,348 632 
Payable for underlying funds purchased  . . . – 527 – 739
Accrued consulting and advisory fees . . . . . 17,507 1,593 2,512 250 
Total liabilities . . . . . . . . . . . . . . . . . . . . . . . 122,664 

 

8,471 16,860 1,621 
Fiduciary Net Position . . . . . . . . . . . . . . . . .  $ 74,358,209 

 

$ 6,218,281 $ 10,651,560 $ 1,013,469 

 

Computation of Net Position Value 
Number of units outstanding . . . . . . . . . . . . 8,143,683 

 

609,580 1,127,908 97,605 
Net position value . . . . . . . . . . . . . . . . . . . .  $ 9.13 

 

$ 10.20 $ 9.44 $ 10.38
Cost of investments in underlying funds . . . .  $ 83,711,063 

 

$ 7,343,214 $ 11,910,009 $ 1,152,864 



13 |    Morgan Stanley National Advisory 529 Plan   June 30, 2022 

Morgan Stanley National Advisory 
Combining Statements of Fiduciary Net Position (concluded) 

June 30, 2022 

MS 529 Ultra-
Short Term 

Fixed Income 
Fund Plan Total

Assets 
Investments in underlying funds  . . . . . . . . .  $ 29,868,028 

 

$ 363,607,707 
Receivable for subscription of Plan units . . .   12,802 265,072 
Receivable for underlying funds sold . . . . . . 36,175 108,404 
Total assets  . . . . . . . . . . . . . . . . . . . . . . . . 29,917,005 363,981,183 

Liabilities 
Payable for redemption of Plan units . . . . . . 48,977 326,541 
Payable for underlying funds purchased  . . . – 46,937
Accrued consulting and advisory fees . . . . . 7,280 91,177 
Total liabilities . . . . . . . . . . . . . . . . . . . . . . . 56,257 

 

464,655 
Fiduciary Net Position . . . . . . . . . . . . . . . . .  $ 29,860,748 

 

$ 363,516,528 

 

Computation of Net Position Value 
Number of units outstanding . . . . . . . . . . . . 2,951,284 

 

Net position value . . . . . . . . . . . . . . . . . . . .  $ 10.12
 

Cost of investments in underlying funds . . . .  $ 30,436,042 
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Morgan Stanley National Advisory 
Combining Statements of Changes in Fiduciary Net Position 

Year Ended June 30, 2022 
MS 529 Large 

Cap Equity Fund 

MS 529 Small-
Mid Cap Equity 

Fund 

MS 529 
International 
Equity Fund 

MS 529 
Emerging 

Markets Equity 
Fund 

Additions 
Contributions and conversions of units  . . . .  $ 84,368,376 

 

$ 28,514,297 
 

$ 51,559,520 $ 20,909,754 
Dividend income from underlying fund 

shares . . . . . . . . . . . . . . . . . . . . . . 691,233 99,376 1,235,712 387,181 
Net realized gain (loss) from sales of 

underlying fund shares  . . . . . . . . . 8,251,160 5,258,652 2,877,444 493,249 
Net change in unrealized appreciation 

(depreciation) on underlying fund 
shares . . . . . . . . . . . . . . . . . . . . . . (30,093,411) (13,225,712) (17,881,829) (9,233,311) 

Net increase (decrease) from investment 
operations . . . . . . . . . . . . . . . . . . . . . . (21,151,018) (7,867,684) (13,768,673) (8,352,881) 

Exchanges in  . . . . . . . . . . . . . . . . . . . . . . . 2,428,701 1,620,533 2,097,835 4,275,577 
Total additions  . . . . . . . . . . . . . . . . . . . . . . 65,646,059 22,267,146 39,888,682 16,832,450 

Deductions 
Withdrawals and conversion of units . . . . . . 6,569,918 1,682,778 3,280,712 1,176,108 
Expenses: 

Consulting and advisory fees . . . . . . . . 95,187 31,172 57,758 22,879 
Total expenses . . . . . . . . . . . . . . . . . . . . . . 95,187 31,172 57,758 22,879 
Exchanges out  . . . . . . . . . . . . . . . . . . . . . . 9,435,633 4,087,307 4,859,265 1,243,028 
Total deductions . . . . . . . . . . . . . . . . . . . . . 16,100,738 5,801,257 8,197,735 2,442,015 

Fiduciary Net Position 
Net increase in fiduciary net position . . . . . . 49,545,321 16,465,889 31,690,947 14,390,435 
Beginning of year  . . . . . . . . . . . . . . . . . . . . 59,178,574 

 

19,685,791 
 

35,589,939 
 

14,867,365 
 

End of year . . . . . . . . . . . . . . . . . . . . . . . . .  $ 108,723,895 
 

$ 36,151,680 
 

$ 67,280,886 
 

$ 29,257,800 
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Morgan Stanley National Advisory 
Combining Statements of Changes in Fiduciary Net Position (continued) 

Year Ended June 30, 2022 

MS 529 Core 
Fixed Income 

Fund 

MS 529 High- 
Yield Fixed 

Income Fund 

MS 529 
International 
Fixed Income 

Fund 

MS 529 Inflation-
Linked Fixed 
Income Fund 

Additions 
Contributions and conversions of units  . . . .  $ 44,509,335 

 

$ 6,447,261 $ 6,233,984 $ 1,406,072 
Dividend income from underlying fund 

shares . . . . . . . . . . . . . . . . . . . . . . 1,093,024 356,907 105,872 111,388 
Net realized gain (loss) from sales of 

underlying fund shares  . . . . . . . . . 245,734 (205,319) 71,580 (13,524) 
Net change in unrealized appreciation 

(depreciation) on underlying fund 
shares . . . . . . . . . . . . . . . . . . . . . . (9,242,465) (1,178,358) (1,215,695) (151,755) 

Net increase (decrease) from investment 
operations . . . . . . . . . . . . . . . . . . . . . . (7,903,707) (1,026,770) (1,038,243) (53,891) 

Exchanges in  . . . . . . . . . . . . . . . . . . . . . . . 13,117,655 175,387 2,079,048 31,066 
Total additions  . . . . . . . . . . . . . . . . . . . . . . 49,723,283 5,595,878 7,274,789 1,383,247 

Deductions 
Withdrawals and conversion of units . . . . . . 4,503,996 511,517 577,737 126,373 
Expenses: 

Consulting and advisory fees . . . . . . . . 52,391 6,883 7,493 1,470 
Total expenses . . . . . . . . . . . . . . . . . . . . . . 52,391 6,883 7,493 1,470 
Exchanges out  . . . . . . . . . . . . . . . . . . . . . . 2,076,056 4,020,287 327,813 1,334,024 
Total deductions . . . . . . . . . . . . . . . . . . . . . 6,632,443 4,538,687 913,043 1,461,867 

Fiduciary Net Position 
Net increase in fiduciary net position . . . . . . 43,090,840 1,057,191 6,361,746 (78,620) 
Beginning of year  . . . . . . . . . . . . . . . . . . . . 31,267,369 

 

5,161,090 
 

4,289,814 
 

1,092,089 
 

End of year . . . . . . . . . . . . . . . . . . . . . . . . .  $ 74,358,209 
 

$ 6,218,281 $ 10,651,560 $ 1,013,469 
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Morgan Stanley National Advisory 
Combining Statements of Changes in Fiduciary Net Position (concluded) 

Year Ended June 30, 2022 

MS 529 Ultra-
Short Term 

Fixed Income 
Fund Plan Total

Additions 
Contributions and conversions of units  . . . .  $ 20,249,579 

 

$ 264,198,178 
Dividend income from underlying fund 

shares . . . . . . . . . . . . . . . . . . . . . . 192,124 4,272,817 
Net realized gain (loss) from sales of 

underlying fund shares  . . . . . . . . . (61,459) 16,917,517 
Net change in unrealized appreciation 

(depreciation) on underlying fund 
shares . . . . . . . . . . . . . . . . . . . . . . (560,199) (82,782,735) 

Net increase (decrease) from investment 
operations . . . . . . . . . . . . . . . . . . . . . . (429,534) (61,592,401) 

Exchanges in  . . . . . . . . . . . . . . . . . . . . . . . 6,480,525 32,306,327 
Total additions  . . . . . . . . . . . . . . . . . . . . . . 26,300,570 234,912,104 

Deductions 
Withdrawals and conversion of units . . . . . . 3,276,368 21,705,507 
Expenses: 

Consulting and advisory fees . . . . . . . . 22,976 298,209 
Total expenses . . . . . . . . . . . . . . . . . . . . . . 22,976 298,209 
Exchanges out  . . . . . . . . . . . . . . . . . . . . . . 4,922,914 32,306,327 
Total deductions . . . . . . . . . . . . . . . . . . . . . 8,222,258 54,310,043 

Fiduciary Net Position 
Net increase in fiduciary net position . . . . . . 18,078,312 180,602,061 
Beginning of year  . . . . . . . . . . . . . . . . . . . . 11,782,436 

 

182,914,467 
End of year . . . . . . . . . . . . . . . . . . . . . . . . .  $ 29,860,748 

 

$ 363,516,528 
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