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1,524 1,688 903 1,000
6 7 53 59
( 23,972 26,551 18,900 20,934
48 53 26 29
10 11 13 14
130 144 57 63
$ 25,69 28,461 $ 19,955 22,102
$ 3 3 $ 4 4
16 18 15 17
22 24 61 68
(26,206 20,136 26,211 29,031 20,141 22,308
$ 26,252 29,077 $ 20,221 22,397
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47 52 (3% (38)
( ) (44) (49) 38 42
1 1 3 3
655 725 487 539
(4,659) (5,160) (5,058) (5,602)
(4,659) (5,160) (5,058) (5,602)
12,183 13,494 9,574 10,604
(8,176) (9,056) (5,003) (5,541)
4,007 4,438 4,571 5,063
3 3 - -
3 3 3 3
$ 6 7 3 3
$ 78 86 59 65
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) - (541) (107) (648)
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$ - $ 1,448 $ 76 $ 1,524
$ - $ 1,448 $ 76 $ 1,524
$ - $ 157 $ 62 $ 219
- 337 45 382
- 48 - 48
- 2 - 2
) - (541) (107) (648)
- 3 - 3
- 3 - 3
- 24,443 1,763 26,206
$ - $ 24,446 $ 1,763 $ 26,209
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( )754
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@
$ 199 $ 189 - $ - $ 18 $ (23 $ 5 $ (@
41 39 - - 10 an ) 39
11 - - - - (11) - -
¢ ) 251 228 - - 28 (51) - 37
1,668 188 - 949 (358) (202) 2,245 131
( ) $ 1,919 $ 416 - $ 949 $ (330) $ (253) $ 2,245 $ 168
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@

57/132



EDINETOOOO
o o o o o o =5 2K )

OoOoOoOoOodno
( )
( )
( )
(€))
2020 12 31 2019 12 31
@ $ (106) $ 5
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15 59 (45 /43 ) 40 53 (47 )
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762 (21 ) 5 33 (20 )
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40 98 (9% ) 70 98 (84 )
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1 25 2 18
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$ (163) (268)

(18) (33)

12 6

@ @

$ (170) (297)

)

2020 2019
@ @ 12 31 12 31

12 $ - $ 76 $ 76 $ 70

2020 $ - $ - $ - $ 2,659

2021 581 2,828 3,409 2,978

2022 106 3,041 3,147 2,360

2023 69 3,839 3,908 1,907

2024 71 2,257 2,328 2,284

2025 150 2,048 2,198 548

3,817 7,328 11,145 7,335

$ 4,794 $ 21,341 $ 26,135 $ 20,071

$ 4,794 $ 21,417 $ 26,211 $ 20,141

®) 3.50 N/M
@
@
LIBOR SOFR
€)
2020 12 31 2019 12 31
12,183 9,574
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$ - $ -
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21.00 21.00
@ 1.08 3.05
(4.80)
(0.64)
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0.00 0.00
@
2020 2019
21.44 19.25
2020 2019 12 31 130 57
DVA

2020 2019 12 31
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MORGAN STANLEY FINANCE LLC
STATEMENTS OF FINANCIAL CONDITION

(In millions of dollars, except where noted)

Ad Al
Necember 31, December 31,
2020 2019
Assets
Cash 5 6 8 3
Trading asscts at fair value 1,524 913
Receivables:
Broker dealers s 53
Motes receivable from Parent 23,912 18,906
Intercompany from Parent 48 26
Income tax receivable 10 13
Deferred tax assets 130 57
Toial Asseis S 25606 8 19955
Liabilities
Trading liabilitics at fair value 3 is 4
Payables:
Inlerest 16 15
Intercompany to Parent x 6l
Borrowings {includes 526,206 and 520,136 at fair valuc) 26,211 20,141
Total Liabilities 5 26,252 5 20,221
Commitments and contingent linhilities (See Note §)
Mem ber's equity (deficit) (556) (264)
Total Liabilities and Member's equity (deficit) 5 1569 S 19955

See Notes o the Fmancial Statements
-3.
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AORGAN STANLEY FINANCE LLC
STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(In millions of dollars, except where noted)

2020 2019
Hevenues
Trading 5 (17 5 (297}
Intcrest income 249 361
Total Revenues 79 64
Expenses
Intecrest expense 79 (it
Total Expenses ] 64
Income (loss) before income laxes - -
Provision for (benefil from) imcome taxes " =
Net income (loss) - -
Other comprehensive loss {2900 ()
Comprehensive loss 5 (290 S (398)

See Notes o the Fmancial Statements
-d.
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(In millions of dollars, except where noted)

EDINETOOOO
o o o o o o =5 2K )
oOoOooodn

2020 2019
Cash MNows from operating activities:
et income ( loss) 5 - & -

Adjustments o reconcile net income (foss) to net cash provided

by operating activities:

Net changes in assel and labilities:

Trading assets, net of Trading liabilities 651 480
Broker dealers 47 (34}
Intercompany (Parent) (44) 38
Interest 1 3
Net cash provided by operating activitices G535 487
Cash Mows from investing activities:
Net payments for:

Noes receivable from Parent (4.659) {5,058)
Net cash used for investing activities {4.659) (3.058)
Cash MNows from Onancing activities:

Proceeds from:

Bormowings 12,183 9574
Payments for;

Bormrowings (8,176) (3.003)
Met cash provided by linancing activities 4,007 4,571
Effect of exchange rate changes on cash . =
Met incrcase in cash i -
Cash at the beginning of the period 3 3
Cash at the end of the period 5 O b3 3
Supplemental Cash Flow Information:

Cash pavments for interest % T8 g 59

See Notes o the Fmancial Statements
_%.
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AORGAN STANLEY FINANCE LLC
STATEMENTS OF CHANGES [N MEMBER'S EQUITY (DEFICIT)
(In millions of dollars, except where noted)

Total Member's
Equity {Deficit)

Ralance, Decem ber 31, 2018 5 132
Net change in accumulated other comprehansive loss, net of tax of

5121 (398)
Balance, Decem ber 31, 2019 (266)
Met change in accumulated other comprehensive loss, net of tax of

S8T) { 20401}
Balance, December 31, 2020 5 (55060

See Notes o the Fmancial Statements
B
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NOTES TO THE FINANCIAL STATEMENTS
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FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019

(In millivns of dollars, except where noted)

L. Introduction and Basis of Presentation
The Com pany

Morgan Stanley Finance LLC {the “Company™). a single
mermber limited liability corporation, is a wholly owned
subsidiary of Morgan Stanley (the “Parent™).

The Company is a “finance subsidiary™ of the Parent, as
defined in SEC Regulation 5-X. The Company issues
structured notes 1o the marketplace that are fully and
unconditionally guaranieed by the Parent. Proceeds from
issuances arc lent to the Parent in the form of Intercompany
noles,

In 2006, the Company received a rating of BBE+ from
S&1, Seethe “Glossary of Commaon Terms and Acronvms™
for the definition of certain terms and acronyms used
throughout the notes to the financial statements.

A reclassification has been made 1o the prior period to
conform o the current presentation wherein income tax
receivable is now presented separately from deferred tax
asscl,

Basis of Financial Information

The audited financial statements are preparcd in accordance
with U5 GAAP, which requires the Company o make
estimates and assumptions regarding the valuations of
certann financial instruments, the outcome of legal and tax
matters, deferred tax assets and other matters that affect the
financial statements and related disclosures. The Company
believes that the estimates utilized in the preparation of its
financial statements are prudent and reasonable, Actual
results could differ materially from these estimates,

The Company has evaluated subsequent events for
adjustment to or disclosure in the financial stalements
through April 12%, 2021, the date on which the financial
statements are available to be issued, and the Company has
it identificd any recordable or reportable events, not
otherwise reported in the financial statements or the notes
thercto.

2. Significainl Accounting Policies
Revenue Recognition
Trading

See “Far Value of Financial Instruments”™ below for
Trading revenue recognition discussions,

7.

Fair Value of Financial Instruments

Instruments within Trading assets and Trading liabilitics
are measured at fair value, as required or allowed by
accounting guidance. These financial instruments represent
dermvatives the Company enfers mto with the Parent o
ceonomically hedge its Borrowings, which are primarily
structured notes.

Gams and losses on mstrumenis camed at far value are
reflected in Trading revenues in the Company’'s Stalements
of comprehensive income (loss),

The far value of OTC fnancal instruments, ncluding
dervative contracts related to financial instruments and
commodities, is presented in the accompanying stalements
of financial condition on a net-by-counterparty basis, when
appropriale.

Fair Value Option

The Company has elected the fair value option for certain
Borrowings (structured noetes) that are risk managed on a
farr value basis to mitigate mecome statement volatility
caused by measurement basis differences betwesn the
clected mstruments and their associated nsk management
ransactions or 1o climinate complexities of applying
certain accounting models,

Fuair Valne Measurement — Definition and Hierarchy

Fair value is defined as the price that would be received to
sell am asset or paid to ransfer a hability (i, the “exit
price’”) in an  orderly transaction between  market
participants al the measurement date.

Fair value 15 a market-based measure considered from the
perspective of a markel participant rather than an entity-
specific  measure.  Therefore,  even  when  market
assumplions are nol readily available, assumplions are set
to reflect those that the Company  believes market
participants would use in pricing the asset or liability at the
measurement date. Where the Company manages a group
of financial assets and financial liabilitics on the basis of its
net exposure to cither market or credit risk, the Company
measures  the fair value of that group of financial
mstruments  consistently with how market paricipants
would price the net nisk exposure at the measurement date.
In determining fair value, the Company uses variouns
valuation approaches and establishes a hierarchy for inputs

used in measuring far value that requires the most
observable inputs be used when available,
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Observable inputs are inputs that market participants would
use in pricing the asset or hability that were developed
based on market data obtained from sources independent of
the Company. Unobservable inputs are inpuls that reflect
assumptions  the Company  belicves  other  market
participants would use in pricing the asset or hability that
are developed based on the best information available in the
circumstances. The far value hierarchy is broken down into
three levels based on the observability of inputs as follows,
with Level 1 being the highest and Level 3 being the lowest
level:

Level [ Valuations based on quoted prices an achive
markets that the Company has the ability 1o access for
identical assets or labilitics, Valuation adjustments, block
discounts and discounts for entity-specific restrictions that
would not transfer to market participants are not applicd to
Level 1 mstruments. Smee valuations are based on quoted
prices that are readily and regularly available in an active
market, valuation of these products does not entail a

significant degree of judgment.

Level 2. Valuations based on one or more quoted prices
markets that are not active or for which all significant inputs
are observable, either directly or indirectly.

Level 3. Valuations based on inputs that are unobservable
and significant to the overall fair value measursment.

The availability of observable mputs can vary from product
to product and is affected by a wide varicty of factors,
including the type of product, whether the product is new
and not yet established in the marketplace, the liguidity of
markets and other characteristics particular to the product.
T the extent that valuation is based on models or inputs
that arc less observable or unobservable in the market, the
determination of far value requires more judgment.
Accordingly, the degree of judgment exercised by the
Company  in  determining  fair value s greatest for
mstruments categorized i Level 3 of the fair value
hierarchy.

The Company considers prices and inputs that arc current
as of the measurement date, including during periods of
market dislecation. In periods of market dislocation, the
chservability of prices and inputs may be reduced for many
instruments, This condition could cause an nstrument 1o be
reclassified from Level 1 to Level 2 or from Level 2 1o
Level 3 wof the Far walue hierarchy., For additional
information, see Mote 4.

In cerain cases, the inpuls used 1o measure Bir value may
fall intor different levels of the fair value hierarchy. In such
cases, the total far value amount 15 disclosed in the level
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appropriate for the lowest level input that is significant 1o
the total fair value of the asset or Liability,

Valuation Techniques

OTC dervative contracts have bid and ask prices that can
be observed in the marketplace. Bid prices reflect the
highest price that a party is willing to pay for an assel. Ask
prices represent the lowest price that a party is willing to
accept for an asset. The Company camies positions at the
point within the bid-ask range that meet its best estimate of
fair value, For offsefting positions in the same financial
instrument, the same price within the bid-ask spread is used
to measure both the long and shord positions.

Fair value for OTC derivative contracts is derived using
pricing models. Pricing models take into account the
confract terms, as well as muliiple inputs, including, where
applicable, commodily prices, equily prices. inlerest rate
vield curves, comrelation, option volatility, and curreney
rates.

Where appropriate. valuation adjustments are made to
aceount for various factors such as liquidity risk (bid-ask
adjustments), credt  quality, model  uncetamty  and
concentration nsk. Adjustments Tor hguidity nsk adjust
model-derived mid-market amowntz of Level 2 and Level 3
financial instraments for the bid-mid or mid-ask spread
required to properly reflect the exit price of a risk position.
Bid-mid and mid-ask spreads are marked to levels observed
in trade activity, broker quotes or other external third-party
data, Where these spreads are unchservable for the
particular position n question, spreads are derived from
ohservable levels of similar positions,

The Company applics credit-related valuation adjustments
tov its Borrowings (structurad notes) for which the fair value
option was elected. The Company considers the impact of
changes i 1ts own credit spreads based upon observations
of the secondary bond market spreads when measuring the
fair value for Borrowings, Such credit risk considerations
do not impact the valuation of dervative transactions with
the Parent as credit risk would not impact the exit price,

Adjustments for model uncertainty are taken for positions
whose underlying models are reliant on significant inputs
that are neither directly nor indirectly observable, hence
requiring reliance on cstablished theoretical concepts in
their derivation. These adjustments are derived by making
assessments of the possible degree of vanability using
statistical approaches and market-based information where
possible,
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See Note 4 for a deseription of valuation techniques applied
to the major categories of financial instruments measired
at fair value,

Interest Income and Expense

Iiterest income and Interest expense are acerued for
interest-carning  assets  and  imterest-bearing  liabilitics,
including Motes receivable, Receivables and Pavables with
the Parent, and Bormowings,

Interest income and Inlerest expense are recorded within
the Company s statements of comprehensive income (loss)
depending on the nature of the instrument and related
market conventions, When interest is included as a
component of the instruments’ fair value, interest is
included within Trading revenues. Otherwise, it is included
within Interest mcome or Inferest expense.

OfTsetting of Derivative Instruments

In connection with its dervative activities with the Parent,
the Company enters inte a master netting agreement with
the Parent, This agreement provides the Company with the
right, in the cvent of a default by the Parent, to net Parent's
nghts and obligations under the agreement and to hiquidate
against any net amount owed by the Parent.

For further information related to offsetting of derivatives,
see Mote 6.

Income Taxes

Dreferred tax assets and liabilities are recorded based upon
the temporary diulerences between the financial statement
and income tax bases of assels and liabilitics using
currently enacted tax rates in effect for the vear in which
the differences are expected to reverse. The effect of a
change in tax rates on deferred tax assets and liabilities is
recognized in income tax expense (bencfit) in the period
that includes the cnactment date, Such effects are recorded
in Provision for income taxes regardless of where deferred
taxes were ongimally recorded.

The Company recogmizes net deferred tax assets to the
extent that it belicves these assets are more likely than not
to be realized. In making such a determination, the
Company considers all available positive and negative
evidence, including future reversals of existing taxable
temporary differences, projected future taxable imcome,
tax-planning stratcgics and results of recent operations.
When performing the assessment, the Company considers
all types of deferred tax asscts in combination with each
other, regardless of the origin of the underlying temporary
difference. If a deferred tax asset 15 defermined to be
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unrealizable, a valuation allowance is established. If the
Company subsequently determincs that it would be able to
realize deferred tax assets in cxeess of their not recorded
amount, it would make an adjustment to the defered tax
asset valuation allowance. which would reduce the
provision for income taxes.

Uncertain tax positions are recorded on the basis of a two-
step process whereby (1) the Company determines whether
it 15 more hikely than not that the tax posibions will be
sustained on the basis of the technical menits of the position,
and (11) for those tax pesitions that meet this threshold, the
Company recognizes the largest amount of tax benefit that
is more likely than not to be realized wpon ullimate
seftlement with the related tax authority, Interest and
penalties  related to unrecognized tax  bencfits  are
recognized as a component of the provision for income
laxes.

Recvivables from and Favables to Broker Dealers

Receivables from and Payables o Broker Dealers include
amounts related to unseitled trades as well as amounts for
securitics. failed to deliver by the Company o the purchaser
or failed to receive by the Company from the scller by the
seltlement date.

Forcign Currencies

CGrains or losses resulling from remeasurement of foreign
curreney transactions are included in Trading revenues, and
amounts recognized i statements of comprehensive
income (loss) are translated at the rate of exchange on the
respective date of recognition for cach amount.

Accounting Updates Adopted in 2020
fieference Hate Reform

The Company adepted the Rgference FRare Refarm
accounting update in 2020, There was no impact to the
Company s financial statements upon initial adoption.

This aceounting update provides optional accounting relief
tor emtitics with confracts or other transactions that reference
LIBOR or other interest rate benchmarks for which the
referenced rate is expected o be discontinued or replaced.
The Company i applying the accounting relief as relevant
contract modifications are made during the course of the
reference rate reform transition period, This optional relicf
generally allows for contract moedifications solely related to
the replacement of the reference rate to be accounted for as
a continuation of the existing contract instead of as an
extinguishment of the contract. and would therefore not
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Irigger certain accounting mmpacts that would otherwise be
required, The optional relief ends December 31, 2022,

Financial Instruments—Credit Lovses

The Company adopted the Simancial fnstrements - Credit
Lesises accounting update on Tanuary 1, 2020,

This accounting wpdate mpacted the impairment model for
certain financial assets measured at amortized cost by
requinng a CECL methodology to estimate expected credit
losses over the entire life of the financial asset, recorded at
inception or purchase. CECL replaced the incurred loss
mode]l previously applicable for certain financial assets
measured al amortized cost,

The adoption of this accounting guidance did not have an
impact on the Company’s financial statements,

Accounting Development Updates

The FASEB has issued certain accounting updates that apply
to the Company. Accounting updates not listed below were
assessed and determuned to be cither not applicable or are
not expected to have a significant impact on the Company s
financial statements.

The following accounting update s expected to be adopted
by the Company on Janwary 1, 2021:

Simplifving  the Accounting for focome Taves. This
accounting update provides an option for entifies that are
disregarded by the twaing authorities for income tax
purposes to push down income faxes to ils fmancial
staternenits: the Company has determined it will not make
such clection and will no longer have incomes taxes pushed
down to its financial statements nor record deferred taxes
and will adjust for this retrospectively through Member's
equity, as a resull of not electing this option under the ASTL
The accounting update also includes other changes to ASC
740, Income Taxes, however, such changes arc not
expected to have a material impact to the Company. This
update is effective as of January 1, 2021,

3. Related Party Transactions

Motes receivable from Parent represents the proceeds from
Borrowings (structured notesy which are lent to the Parent
al rates established by the freasury function of the Parent
and its consolidated subsidianes (the *“Fim™), and are
payable on demand. These rates are periodically reassessed
and intended to approximate the market rate of interest that
the Firm incurs in funding its busingess,
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Intercompany receivables from and pavables to the Parent
represent unsettled amounts relaled to the Tax Sharing
Agreement as discussed further in MNote 10, These
receivables and payables are uwnsecured, payable on
demand, and bear interest at rates cstablished by the
treasury function of the Finm, These rates are periodically
assessed and intended o approximate the market rate of
interest that the Firm incurs in funding its business

Receivables from and payables to Broker dealers represent
unsettled amounts related to Borrowings (structured notes)
that broker dealer afliliates distnbute for the Company.
These recevables are unsecured and pavable on demand.

Trading asscts and the associated Trading revenues mainly
represent OTC denivative transactions the Company enters
mnto with the Parent to cconomically hedge its Bommowings
(structured notes) and markel movements on those OTC
derivative transactions,

Inferest meome and expense are caleulated daily based on
the Motes recervable and Intercompany receivables from
and pavables 1o the Parent,

The activilies of the Company include  sigmificant
transactions with afliliates and may nol necessanly be
indicative of the conditions that would have existed or the
resitlts of operations if the Company had operated as an
unaffilizted husiness,

Al At
December December
31, 2020 31, 219
Assets and receivables from
alliliated companies
Teading assets 3 L5 § Q03
Receivables — Broker dealers 6 49
Receivables — Notes o sy
receivahble from Parent 2en 1§08
Receivables — Intercompany 48 %
from Parent &
Receivables — [ncome tax 10 13
receivable =
Limbilities and payubles to
affilinted companies
Pavables - Intercompany to 5 3 g 6l
Parent
2020 2019
Revenues and Expenses. from
{transler to) afiliated companies:
Trading £ 1,253 224
Interest income 249 £
Interest expense - 1

=10 =
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4. Fair Values

Assets and Liabilities Measured st Fair Value on a Recurring Basis

Al December 31, 2020
Lavel 1 Level 2 Level 3 Total
Assets al Fair Value
Trading assets:
OTC Derwative contracis;
Equity contracts 5 - 8 1.6% 3 168 1.858
[nterest rate contracts - 178 15 193
Foreign exchange contracts - 120 . 120
Commodity contracts - 1 - 1
Metting 1 - (540) (107} (648}
Total OTC denvative contracts - 1,448 Tt 1,524
Total trading assets § - 5 1448 % 6 5 1.524
Total assets at fuir value b - 5 1448 8 65 1524
Linbilities at Fair Yalus
Trading lLiabilities:
OTC Denvative contrcts:
Equity contracts $ - % 157 & 62 % 212
Interest rate contracis - 337 45 382
Foreign exchange contracts - 4% - a8
Commodity contracts - 2 - 2
Metting ** - (5410 (107} (48]
Total OTC denivative contracts - E - El
Total trading lisbilities - 3 - i
Borrowings « Strectured Notes . 24,443 1,763 26,206
Tatal linhilitics ut fir volue 5 - 5 440 5 1,763 & 26,200

Positions clessafied within the same beved that are with the ssme counterparty sre netied within the column for that level, As of Decembser 31, 2020, there were no
peosilnins with the sme countaparty chasified m iffenent levels of the fair vahic hierarchy. For further information on derivalive metnamonls. see Nole &

=1]-=
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Ad December 31, 2004
Level 1 Level 2 Level 3 Taotal
Assets at Fair Value
Trading assets:
OTC Denvative contracts:
Equity comracts 5 - 5 1006 § 67 1,073
Irterest rale contracts - 83 15 Qg
Foreign exchange contracts - 22 22
Commodity contracts - 8 - B
Netting " - (216) (82) (298)
Total OTC denvative contracts - D03 - G
Toral trading: assets 5 - 5 003 8§ b 3
Total asseis at Fir vialue 5 - 5 f03 5 ML
Linbilitics wt Fair Yalue
Trading liabilites:
OTC Derivative contrcts:
Equuity coniracts 3 - 5§ 4 5 =2 3 144
Interest rabe comtracts - 122 10 132
Foreign exchange contracts - 24 24
Commaodity contracts . 4 z =
Netting o} - (216} (82) [Z98)
Total OTC denvative contracts - 4 - 4
Total radme liabalities - 4 - 4
Borrowings - Structured Notes - 17,891 2.245 20,136
Total liabilitics at fair value 5 - 5 17,898 8 25 5 0,140

" Positions classdfied within the same level that are with the ssme oot erparty wre netled within the column for that level, As of Decembser 31, 2009, theare were no
pesilbons with the sme countaparty classified in different levels of the fair valoe hicrarchy. For further information on derivalive instnaments, see ote &
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Valuation Technigues for Assels and Liabilities Measured at Fair Value on a Recurring Basis

Asset and Linbility / Valuation Technigue Valuwation Hiernrchy Clussification
G Drevivative Contracts
« OTC derivative contracts include  forward, swap and option = Generally Level 2 - when valued using observable
contracts related to interest rates, foreign curmencies, Gquity prices or inprats, or where the unchservable input is rol deemed
commaodity prices. significant

* Depending on the product and the werms of the ransaction, the fair * Level 3 - if an unobservable input s deemed
value of OTC denvative products can be modeled using a seres of sigruficant
techrigques, including closed-form aralytic formulas, such as the
Black-Scholes option-pricing  model, simulation models or a
combination thereof. Many pricing models do ot entail matenal
subjectivity as the methodologies emploved do nol mecessitate
significant judgment, since model inputs may be cbserved from
actively quoted markets, as is the case for generic interest rate
swaps, and many equity, commodity and foreign currency option
contracts. In the case of more established derivative proghects, the
precing models used by the Company are widely accepted by the
financial services industry.

-

More complex OTC derivative products are typacally less liguid and
require more judgmeni m the implementation of the valuation
techrique sance direct trading activity of guotes are unohservable,
This mcludes certain types of inferest rate denvatives with volatility
and correlation exposure, equity. and commodity or foreign
currency dervatives that are either longer-dated or melude exposure
to multiple underlyings. Where required mputs are unobservable,
relstionships to observable data poants, based on historical and/or
impliesd observations, may be emploved as a technigque 1o estimate
the model input values,

For funher information on the valution techniques for OTC
derivative products, see Note 2.

Borrowings - Structured Notes
» The Company izsues strsctured notes which are primanly composed = Generally Level 2 - when valued using observable
of: instruments whose payments and redemption values are linked inputs, or where the unchservable input is not deemed
to the performance of a specific mdex, a basket of stocks, a specific significant
equity secunity, a commodity, a credit exposure; and mstruments
with varous interest-rate-related features mncluding step-ups, slep-
downs, and zero coupons.

+ Level 3 - in instances where the unobservable inputs
are deemed significant

+ Fair value 15 determ ined wing valuation models for the dervative
and debt portions of the nodes. These models incorporate observable
inpats referencing identical of compasable securities, including
prices 1o which the notes are linked, interest rate yield curves, option
velatility and currency rates, and commodity of egquity prices

+ Independent, external and traded prices for the notes are conssdered
as well as the impact of the Company”’s own credit spreads, which
are based on observed secondary bond market spreads.

=13
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Rollforward of Level 3 Assets and Liabilities Measured at Fair Value on a Recurring Basis for 2020

Beginnmg Ending
Bulemce af Tolal Realized Balance at Lnrenlized
Diecember and Uniealzed Sales and Wel December Cams
3 29 Rains {Lossex) Purchases Isummies 5 et lemnents Transfiers"! 31, h020 | Lioazaes}
et Lialilinles at Falr
Value
Beel OTC derivative
comtracts
Equity contracts 3 L] 155 & (LI ] = % 4 5§ & 5 (106 5 161
Inleresl rale
cirimcis {4} = - = i L] Ay -
Tolal net OTC
dsrivalive conirms = 155 (81 = k-1 - 476} 161
Hormowings
Stnsclured Notes 3244 {E92) = 114 (254 (7443 1,763 (L]
Todal et Liabilities
al Falr Value E 1248 % 37 % {8 % a8 5 iy s (749 8 1,887 & 3]

W Durang the velr anded Decambear 31, 2020 the Company transfered from Leved 3 to Level 2 5754 of Bormow s (sirctunod motes) duc o a raduction in e spnilGomce of
the imobservable inpuls relsting 1o volstility
W Mt OTC denvalive contreds represent Trading Babiligies. net of Trading mwets. Amsonis are presenled before couniapanty neiing

Rollforward of Level 3 Assets and Liabilities Measured at Fair Value on a Recurring Basis for 2009

Beginning Emling
Balansce al Total Bealized Balance al Unrealized
Diecomber and Unrealized Sabes mnd el [recember Cinins
31, 2018 ABains (Losses) Purchses smimies Senllemens Tuansfers” 3. 2019 AL oses)
Mord Liatilicles ai Fair
Value
e OTC dafmvalive
comtracts T
Edquily contracs 3 199 3§ 18% % - 3 - 5 12 8 13 § 5.3 (7 4]
Ereresl rale
coiracs 41 12 - - 1 ] % kL]
Feeeign Exchange
cimilrads 11 . . . . ¥ = .
Toaal net OTC
derivalive conlracts 251 218 = = I8 (51} = 17
Boemowings -
Stnsctured Motes 1 8 138 - k) [ ] [ruind] 1345 131
Todal Mt Liabilities
Al Fair Value ] 1.91% 5 difi % 5 9 5 {330} § (53} § 1245 5 ([5]

W During the yesr ended Decamber 31, 301%, the Compeny transfered from Level 3 to Level 2 8302 of Bomowings isiructured mofes) doe bo n reduction in the sagnificamce of
the nmobrservable inpuis relsting (o wolstility
S e OTC dervalive contrads represent. Trading Babilitics, net of Trading ascs. Amsomts are prosoned before counterparty nedling

The unrealized gains (losses) during the period for assels
and liabilities within the Level 3 catcgory may include
changes in fair value during the period that were
attributable to both observable and unobservable inputs.
Total realized and unrealized gains (lossesy are primarily
included in Trading revenues in the stalements of
comprehensive meome | loss)

2 14-
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Significant Unobservable Inputs Used in Recurring
Level 3 Fair Value Measurements

Valuation Technigques and Unobservable Inputs
Balanoo'Bange {Average)!

December 31, December 31,
I A mllaiel, dN0RSE § Rt L] Hi1e
Nt Liabilitbes st Fair Valoe
Mot OTC denvative contracts:
Equaty contracts = o (106 $ 5
Option Mode:
Equy Volatibity Tt Ti (%) 5% o044 (19%)

Equity Volatikity Halo M%(0%) 0% Lo 0% (0%
shew

Equity - Equily Ao b0 % (980} AR 1o B5% (R1%)
correlstion
Equity = Foreign
exchange
comelation

X0 Lo - 5% (-140) -5 bo 0% (1 5%)

Inferes rale contridls 5 03 i3

(:!ﬂ'iﬂl Mol
Intenesd rale - 158 bo 5P {458/ Aifa o 538 (4 T8
Foreign LR
Eschasce
worre lation
Imlorest rale - % b 7% (T Gl 1o e (TE%
Curve comelstion £4%) LG}

Bormowangs - 5 1763 8 Lhs
Strochured Moges
Ciptiony Mosded

Exgiity Valstiliny 7o 10 6 2% 11%) 00 135 (1P}

Equity Volsiliny %1 (P (0% 1% 2 7% (%)
skew

Egiity - Equily A0 0 RN (MERE) IR b0 RN (549

Equity = Foreign =Hie Lo 5% (3T} <y Lo 200G {150
exchange
oo [ution

WA single amount is disclosed for range and average when there
1% T mgm!'l.mrt difference between the ITONTNIET, aEsEimnem
amd average. Amounts represent weighted averages exospt
where ample overages and the median of the mpuls are
prowided when more relevant.

Iclades OTC denvative contructs wath mulaple nisks (L,
Tvbead products).

The previous lables provide information on the valuation
techniques, significant unobservable inputs, and  their
ranges and averages for each major calegory of asscts and
liabilities measured at fair value on a recurring basis with a
significant Level 3 balance. The level of aggregation and
breadih of products canse the range of mpuis 1o be wide
and not evenly distributed across the inventory of financial
instruments, Further, the range of unobservable inputls may
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differ across firms in the financial serviees industry
beeause of diversity in the tvpes of products included in
cach firm’s inventory, Generally, there are ne predictable
relationships between mulbiple significant unobservable
impuls attributable to a given valuation technigue.

An inerease (decrease) to the following  significant
unobservable inputs would generally result in an impact to
the fair value, but the magnitude and direction of the impact
would depend on whether the Company is long or short the
exposure,

*  Correlation: A pricing input where the payoft is driven
by more than one underlving risk. Correlation is a
measure of the relationship between the movement of
twior variables (Le. how the change in one vanable
infleences a change in the other vanable),

*  [nterest rate curve: The term structure of interest rates
irelationship between interest rates and the me to
maturity) and a market’s measure of future interest
rates at the time of ohservation. An interest rate curve
is used to sel interest rate and foreign exchange
dertvative cash flows and is a pricing input used i the
discounting of any OTC derivative cash flow,

o Volatility: The measure of variability in possible
returns for an mstrument given how  muoch  that
instrument changes in value over time. Volatility is a
pricing inpul for options and, generally, the lower the
volatility. the less rsky the option. The level of
volatility used in the valuation of a particular oplion
depends on a number of Factors, including the nature of
the risk underlying that option, the tenor and the strike
price of the option.

s Volatility skew: The measure of the difference in
implied volatility for options with identical underlicrs
and expiry dates bul with different sirikes.

=15-
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Financial Instruments Nod Measured At Fair Value

Al December 31, 2020
Fair Value Level
Carrving Value Level | Level 2 Level 3 Total

Financial Assets
Cash § 6 & 6 5 -5 - $ &
Recenvables:

Brokers dealers ] - [ - 3
Notes receivable from

Parent 23972 - 3972 - 23972

Intercompany from Pasent 48 - 48 - 4%
Financial Liabilities
Payahles: 1

Intercompany to Parent 5 2% - § 3% = 3 23
'Fl-:mm'inﬁx A - 5 - 5

Al December 31, 2019
Fair Value Level
Carryving Value Lavel 1 Level 2 Lewel 3 Total

Financial Assets
Cash 3 35 33 - 3 - & 3
Receivables:

Brokers dealers 53 - 33 - 53
Notes receivable from

Parent 18,900 - 18,900 - 18,904}

Intercompany from Parent 26 . 26 - 25
Financial Liabilitics
Payables: ®

Intercomipany to Parent 3 6l § - 3 62 5 - 3 62
Bomowings 5 - 5 - 5

) Accrued imtered pryahles hive boen cxduded. Carying value sppoxcimaics fsr value for these pryablo.

5 Fair Value Option Net Revenues from Borrowings under the Fair Value
The Company elected the fair value option for Homowings Option i

istructured notes) that arc risk managed on a fair value Rl,., N E:”‘”’ln. ciyta
basis to mitigate income statement volatility caused by EYETes ZPERRe JLevenes
measurement  basis  differences  between  the  elected 2020

instruments  and  therr  associated sk management Bogrowings™ 3 (1.426) 5 25 (1,505
ransactions o 1o eliminate complexilies of applyving 2019

certain accounting models. Bomowings™  § (25188 635 (2581)

IV A gains (losses) are recorded in OC1 and, when realized, in Tradmg
revenoes, For sdditiomall mlommtion, sce Noles T and 9.

@ Amounits do nol reflect sy gaine or losses From refated ecomomic hedges

U Prior persed s been conformaed to the aurrend presentaison

=16 =
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(ains (losses) from changes in fair value are recorded in
Trading revenues and are mainly attributable to movements
in the reference price or index, interest rates, or foreign
exchange rates.

Gains (Losses) due to Changes in Instrumeni-Specific
Credit Risk

Cther
Trading Comprehensive
Revenies Income (Loss)
220
Borrowings™! 5 (9 % {377)
2019
Borrowings'!t 5 (17 % {514

B Unrealized DV A gains (keses) are recorded in OC7 and, when realized, &
revenes. For addiisonal information, see Mote 7 and 9,

6, Derivative Instruments
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Borrowings Measured at Fair Value on a Recurring

Basis
At Al
Decembeer December
31, 2020 31,2019

Business Unit
Responsible lor Risk
Management
Equity - 17824 % 14,218
Interest rates 8177 5611
Foretgn exchange 150 153
Commodities 35 124
Taotal 5 6,206 8 20,1346

Difference between Contractual Principal and Fair

1‘“'““ (11
Al Al
Decemiber December
31, 2z 31, 2
Bosrowings 5 675 g 201

Amvounls mehicale contrmctual primcipall groater tham o {less than) fiar value.
Exghndes t-um\m-s {emachired nodcs) wistre the repaament of the instial
pmcipal amount fuctusios based on changes in areforaee price of ndex

The Company wses OTC swaps, forwards, options and other derivatives referencing, among other things, interest rates,
cumencics, commaodity products, and equity securitics as part of the hedging strategy for structured notes. The Company

does not apply hedge accounting.

Fair Values and Notionals Derivative Contracts

Bilateral OTC
—_—  AtDecomber 3l 2030
Assels Linbilities
Fair Value Wonional 1V Fair Value Wotional 1
OTC Derivative contricts
Equity 5 1,858 § 2317 § 219 & 4,705
Interest rate 193 3360 ig2 3,686
Forewn exchange 120 983 48 174
Commodity 1 23 2 18
Tatal gross OTC derivative eontrmcts 2,172 216,756 651 8,583
Amounts ofTset
Counterparty metling {548 (648}
Total in Trading assets H 1,524 5 3
-17-

82/132



EDINETOOOO

o o o o o o =5 2K )

Rilateral OTC
At December 31, 2009
T -
Fair Value Motional 1 Fair Value Wotional
OTC Dervative conlracts
Equity 5 1073 % 12,013 § 146 & 4,234
Interest rate a8 2521 132 2656
Foreggn exchange 22 493 24 3TE
Commodity 8 el - 9
Total gross OFTC derivative coniracts 1,201 15117 oz 7277
Amounts offset
Counterparty metting (208) (298)
Total in Trading lbilities 5 L 5 4

Thie Company beligyes thal the petional amounts of denvalive coniracts genarally overstale ds evposire. In mod dfmmsianges nol sl ansoams are only used as

1 referemoe paint from which 1o cilculale amounts owsed bdwoen the parties 1o the contmd. Futhommonz, notional amounts do nof refled the band(i of logally

enforceable netting smengensents or risk mitigating transadtions

The table below summarizes realized and unrealized gains
and losses, from derivative and non-derivative financial
mstruments, included i Trading revenues m the Stalements
of comprehensive mcome (loss).

Trading Revenues by Product Type

7. Borrowings

Maturities and Terms of Borrowings

Al

i Al
Fixed Variable December December

Rate ¥ Rate T

2020 019 51,2020 31,2019
Equity contracts 5 (163) 5 (26%) Original marturitics of sne year or less
Interest rate contracts (18) {33) Drnee i the mext
Foreign exchange contracts 12 L] 12 enonithes 5 -3 76 3 753 il
Commodity contracts 1y (2 Original maturities greater than a vear
Total % (170) % {297} Due im 2020 § - 5 -5 - 2.659
Drse im 2021 581 2,828 3409 2,978
Due in 2022 i 3041 3147 2,360
Drue in 2023 &9 3830 3,908 1,94017
Drse im 2024 7l R 2338 2,284
Drue in 2025 150 2,048 198 545
Thereafter 3817 7.328 11,145 7.335
Tatal 5 478 213418 26135 % 200071
Total
Borrowings 5 47245 2141785 262115 20041
Weighted
average
coupon rale
period-end @ 350 ol X

‘0 Fixed re borrowings inchide ingruments with sel-up, set.down and zoro
features.

Warzable rate bormowings ischude those that bewr intarest based on & vaniey of
mehiogs, inchuding LIBOR, fedoral finds rates and SOFR. m addition 10 certain
notes caried i fair ymlue with various peyment provigons, incheding notes
lekoed dix the performance of & specific indec @ basket of gocks, o gecific
eiuily socurity, a commaodity, a crod exposure or basket of oredit oqpossmes.
For the fixed mic bomowing. the weighted avernge coupon rale represents one
msmanee. All other isasances by the Company e camied @ Gir vake 0
waghicd aversge coupon is mot mesmingful

= 18-
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All of the Company’s Borrowings are considered Senior
Debt. For the vear ended December 31, 2020 and December
31, 2009, the Company issued notes with a fair value of
approvimately S12, 183 and 59,574 respectively.

Certain senior debt securitics are denominated in various
non-U 5, dollar cumrencies and primarily structured to
provide a return that is linked to equity, credit, commodity
or other indices {e.g, the consumer price ndex). Senior
debt also may be structured to be callable by the Company
or extendible at the option of holders of the senior debt
securilies,

Semigr Debt — Borvowings (siructured notes). The
Company’s Borrowings primarnily include structured notes
carried and managed on a fair value basis. These mclude
instruments whose payments and redemption values are
linked to the performance of a specific index. a basket of
stocks, a specific equily sccurity. a commodity, a credit
exposure, and instruments with various inferest=rate-related
features including step-ups, step-downs, and zero coupons,
To minimize the exposure from such instruments, the
Company has entered into various swap contracts and
purchased options that effectively convert the borrowing
costs intoe floating rates. The Company carmies the entire
Borrowimgs (structured netes) at fair value, The swaps and
purchased options wsed to  cconomucally  hedge  the
embedded features are dervatives and also are carmied at
fair value. Changes in fair value related to the Borrowings
(strectured notes) and economic hedpes are reported i
Trading revenues, See Notes 2 and 4 for further information
on Bomrowings {structured nofes),

& Commitments, Guaraniees and Confingencies
Lazgal

In the normal course of business, the Company may be
named, from time to time, as a defendant in vanous legal
actions, mcluding arbitrations, class actions and other
litigation, arising in connection with its activities as a global
financial services institution, Certain of the actual or
threatened legal actions include claims for substantial
compensatory  and'or punitive damages or claims  for
indeterminate amounts of damages. In some cases, the
entities that would otherwise be the primary defendants m
such cases are bankrupt or are in financial distress.

The Company may also be invelved, from time to time, in
other reviews, investigations and proceedings (both formal
and informal) by governmental and  self-regulatory
agencies regarding the Company's business, and involving,
among  other matters, sales and  trading  activities,

EDINETOOOO
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accounting and operational matters, certain of which may
result in adverse judgments, settlements, fines, penaltics,
injunctions or other relief.

The Company contests liability and'or the amount of
damages as appropriate in cach pending matter. Where
available information indicates that it is probable a liability
had been imcurred at the date of the financial statements and
the Company can ressomably estimate the amount of that
loss, the Company accrues the estimated loss by a charge to
income. In many proceedings and investigations, however,
it is inherently difficult to determine whether any loss is
probable or even pessible or to estimate the amount of any
loss, In addition, even where loss is possible or an exposure
to loss exists in excess of the lability already acomed with
respect o a previously recognized loss contingency, it 1s not
always possible to reasomably estimate the size of the
possible loss or range of loss.

For certain legal proceedings and investigations, the
Company  cannol  reasonably  csbmate  such  losses,
particularly for proceedings and investigations where the
factual record 15 being developed or contested or where
plamntifls or govemmental agencies seck substantial or
indeterminate  damages,  restifution,  disgorgement  or
penaliics. MNumerous issues may need o be resolved,
including  through potentially  lengthy  discovery  and
determination of important factual matters, determination
of issues related to elass certification and the caleulation of
damages or other relicf, and by addressing novel or
unsettled legal questions relevant to the proccedings or
investigations in question, before a loss or additional loss
or ranges of loss or ranges of addional loss can be
reasonably estimated for a proceeding o investigation.

For certain other legal procecdings and investigations, the
Company  can  estimate  reasonably  possible  losses,
additional losses, ranges of loss or ranges of additional loss
in exeess of amounts acerued, but does not believe, based
on current knowledge and after consultation with counsel,
that such losses will have a material adverse effect on the
Company s financial statements as a whole,

=19
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9. Accumulated Other Com prehensive Income (Loss)

Changes in AQCT
Drebit Valuation

Balance at Decernber 31, 2019 % {210
Change in net DVAN {200
Balarce al December 31, 2000 5 {5600
Balance at December 31, 2018 5 128
Change in net DVAM {398}
Balance at December 31, 2015 5 (270}

DOV A represents the change in the Bair value resulting from flociaiens
in the Compamy’s credit spreads and other credit factors related to
liabilities. carriod at fair valoe. Amount for the year ended December
31, 2020 and December 31, 2019 inclides income tax benefit of S(8T)
bl S0 21) respectvely, S Note 2 for farther informatson.

1. Income Taxes

The Company is a single-member limited lability company
that is treated as a disregarded entity for federal income tax
purposes, As such the Company has a Tax Sharing
Agrecment with the Parent in order to record its related
current and deferred Federal, siale and local taxes. The
Company is included i the consolidated federal income tax
refum filed by the Parenl. Federal mcome taxes have
generally been provided on a modilied separate entity basis.
The Company is included in the combined state and local
income lax returns with the Parent and certain other
subsidiarics of the Parent. State and local income taxes have
boen provided on separate entity income at the cffective tax
rate of the Company’s combined Filing group,

In accordance with the terms of the Tax Sharing
Agreement. current faxes (Federal, combined and unitary
states) are seftled periedically with the Parent. who pays
these taxes on behall of the Company.

Com ponents of provision for (Benefit from) Income
Taxes:

20240 2019

Current

Federal 5 -5

State and Local -
Dieferred

Federal 3 - &
_Stare and Local =
Total b3 -5

EDINETOOOO
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Reconciliation of the TS, Federal Statutory Income Tax
Rate to the Effective Income Tax Rate

2020 2019
21 2100

L5 federal statulory income tax

e

L5, state and local income taxes,

net of LS federal income tax 1. 08% 305%
benefits™

Prior Period Adjustment - (AR
Permanent Adjustment (064150 -
Other (2044 (192598
Effective income tax rate 0.00%% (025

' Siate and Local Income tax effective tax mte reflect s adostments associated
with the filing of statc and bocal income tax rdoms.

The Company’s effective tax rate for 2020 and 2019
included a rounding provision adjusiment of 21.44% and
19.25%, respectively, associated with the fmancial
statement being reflected in millions,

Deferred income taxes refleet the net tax effects of
temporary differences between the financial reporting and
tax bases of assets and liabilitics and are measured using
the applicable enacted tax rates and laws that will be in
cffect when such differences are expected to reverse.

The Company's net deferred tax asset at December 31,
2020 and 2019 was 8130 and 857 respectively, which is
primarily attributable to DV A

The Company is subject to the income and indirect tax laws
of the 115, its states and mumicipalitics in which the
Company has significant business operations, These tax
laws are complex and subject to different interpretations by
the faxpayer and the relevant govemmental faxing
authorities. The Company must make judgments and
interpretations about the application of these inherently
complex tax laws when determiming the provision for
mrcome taxes and the expense for indireet taxes and must
also make estimates about when centain items aflect taxable
income in the various tax jurisdictions, Disputes over
interpretations of the tax laws may be settled with the taxing
authority wpon examination or audit. The Company
periodically evaluates the likelihood of assessments in cach
taxing jurisdiction resulting from current and subscquent
vears” examinations, and unrecognized tax benefits related
to pdential losses that may arise from tax audits are
established in accordance with the relevant accounting
guidance, Onee established. unrecognized tax benefits are

=2 =
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adjusted when there is more information avadlable or when
an event ooccurs requiring a change,

As of December 31, 2020 and 2019, the Company has not
acerued any liabilities for unrecognized tax benefits in its
Statements of financial condition,

Earliest Tax Year Subject to Exanunation in Major Tax
Jurssdictions

Junisdiction Tax Year
5 2017
New York Siate and MNew York Cry 20100

The Company, through its inclusion in the retum of the
Parent, is under continuous examination by the TRS and
other tax authorities in certain states and localities in which
the Company has significant business operabions. such as
New York,

The Company belicves that the resolwtion of these tax
matters will not have a material effect on the Statements of
financial condibion, although a resoletion could have a
material impact in the Statements of comprehensive income
(loss) and on the effective tax rate for any period in which
such resolution oceurs.

11. Subsequent Events

The Company has evaluated subsequent evenls for
adjustment to or disclosure in the financial stalements
through April 12, 2021, the date on which the financial
statements are available to be issued, and the Company has
not idemtified any recordable or reportable events, not
otherwise reported in the financial statements of the notes
ihercio.

ek ok
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®

®

2019 30
2021

10
*
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2020
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CECL
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Q)
@ 50
@ 50
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88/132



EDINETOOOO
o o o o o o =5 2K )
oOoOooodn

89/132



EDINETOOOO
o o o o o o =5 2K )
oOoOooodn

90/132



EDINETOOOO
o o o o o o =5 2K )
oOoOooodn

91/132



EDINETOOOO
o o o o o o =5 2K )
oOoOooodn

(1) 2019 28 (2020 )
(2 2019 28 (2020 23 )

(3) 2019 28 (2020 24 )

%) 2019 28 (2020 31 )

(5) 2019 28 (2020 )

(6) 2019 28 (2020 )
7 2019 28 (2020 14 )
(8) 2019 28 (2020 17 )
(9 2019 28 (2020 17 )
(10) 2019 28 (2020 18 )
(11) 2019 28 (2020 18 )
(12) 2019 28 (2020 20 )

(13) 2019 28 (2020 20 )

(14) 2019 28 (2020 21 )
(15) 2019 28 (2020 21 )
(16) 2019 28 (2020 26 )

(17) 2019 28 (2020 )

(18) 2019 28 (2020 )
(19) 2019 28 (2020 )
(20) 2019 28 (2020 16 )
(21) 2019 28 (2020 18 )
(22) 2019 28 (2020 24 )

(23) 2019 28 (2020 24 )

(24) 2019 28 (2020 27 )
(25) 2019 28 (2020 27 )
(26) 2019 28 (2020 16 )
27) 2019 28 (2020 17 )
(28) 2019 28 (2020 24 )

(29) 2019 28 (2020 28 )
(30) 2019 28 (2020 15 )
(31) 2019 28 (2020 15 )
(32) 2019 28 (2020 29 )

(33) 2019 28 (2020 15 )
(3%) (2020 30 )

(35) 2019 28 (2020 30 )

(36) 2019 28 (2020 30 )
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(37) 2019 28 (2020 )
(38) 2019 28 (2020 17 )
(39) 2019 28 (2020 17 )
(40) 2019 28 (2020 11 )
(41) 2019 28 (2020 24 )
(42) (2020 29 )

(43) 2019 28 (2020 29 )

(44) 2019 28 (2020 10 28 )

(45) 2019 28 (2020 10 29 )

(46) 2019 28 (2020 10 30 )

(47) 2019 28 (2020 10 30 )

(48) 2019 28 (2020 11 )
(49) 2019 28 (2020 11 13 )
(50) 2019 28 (2020 11 17 )
(51) 2019 28 (2020 11 17 )
(52) 2019 28 (2020 11 30 )

(53) 2019 28 (2020 12 )

(54) 2019 28 (2020 12 10 )
(55) 2019 28 (2020 12 14 )
(56) 2019 28 (2020 12 14 )
(57) 2019 28 (2021 )

(58) 2019 28 (2021 29 )
(59) 2019 28 (2021 )

(60) 2019 28 (2021 )

(61) 2019 28 (2021 )
(62) 2019 28 (2021 10 )
(63) 2019 28 (2021 16 )
(64) 2019 28 (2021 18 )
(65) 2019 28 (2021 22 )
(66) 2019 28 (2021 26 )
(67) 2019 28 (2021 )

(68) 2019 28 (2021 17 )
(69) 2019 28 (2021 19 )
(70) 2019 28 (2021 16 )
(71) 2019 28 (2021 19 )

(72) 2019 28 (2021 20 )

(73) 2019 28 (2021 27 )
(74) 2019 28 (2021 28 )

(75) 2019 28 (2021 28 )

(76) 2019 28 (2021 28 )

@77) 2019 28 (2021 28 )

(78) 2019 28 (2021 20 )
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(79) 2019 28 (2021 20 )
(80) 2019 28 (2021 20 )
(81) 2019 28 (2021 20 )
(82) 2019 28 (2021 28 )

(83) 2019 28 (2021 28 )

(84) 2019 28 (2021 16 )
(85) 2019 28 (2021 16 )
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2020 12 31
2017
2027
1,026,000,000 150,000,000 876,000,000
2017
2027
795,000,000 0 795,000,000
2017
2027 27
1,577,000,000 10,000,000 1,567,000,000
26
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2017
2027 27
796,000,000 20,000,000 776,000,000
26
2017
2027 11
11 464,000,000 0 464,000,000
2017
2027 11
11 1,218,000,000 0 1,218,000,000
2017
2027 12
12 743,000,000 0 743,000,000
2017
2027 12
12 983,000,000 10,000,000 973,000,000
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2018
22,359,000,000 67,000,000 22,292,000,000
2021 16
26
2018
2023 10
11,618,000,000 70,000,000 11,548,000,000
26
S&P500
2018
2028
690,000,000 0 690,000,000
2018
2028
687,000,000 0 687,000,000
2018
2028
326,000,000 0 326,000,000
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2018
2028
685,000,000 25,000,000 660,000,000
2018
2023 10
3,879,000,000 11,000,000 3,868,000,000
24
S&P500
2018
2023 10
961,000,000 0 961,000,000
24
S&P500
2018
2028
662,000,000 0 662,000,000
2018
2033 28
175,000,000 0 175,000,000
27
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2018
2023
1,538,000,000 0 1,538,000,000
23
S&P500
2018
2023
1,495,000,000 0 1,495,000,000
23
S&P500
2018
2023 8,062,000,000 44,000,000 8,018,000,000
30
2018
2028
525,000,000 0 525,000,000
2018
2028 21
279,000,000 0 279,000,000

20
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2018
2028 21
922,000,000 0 922,000,000
20
2018
2028 12 12 636,000,000 10,000,000 626,000,000
2018
2028 12
12 2,084,000,000 149,000,000 1,935,000,000
2019
2029
1,386,000,000 0 1,386,000,000
2019
2029
760,000,000 0 760,000,000
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2019
2029 26
1,006,000,000 0 1,006,000,000
25
2019
2029 26
218,000,000 10,000,000 208,000,000
25
2019
2029
289,000,000 0 289,000,000
2019
2029
677,000,000 0 677,000,000
2019
25,000,000 25,000,000
0
2024 26
25
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2019

2029

682,000,000 0 682,000,000

2019

2029

275,000,000 0 275,000,000

2019

2029 11 13 11 5,623,000,000 2,000,000 5,621,000,000
25

S&P500

2019
11 16,070,000,000 1,000,000 16,069,000,000

2022 11 14
25
2019

2024 11 12
11 13,838,000,000 1,000,000 13,837,000,000
25

S&P500

102/132



EDINETOOOO
o o o o o o =5 2K )

oogoodn
2019
2029 12
12 451,000,000 451,000,000
2020
2021 7 29
500,000,000 500,000,000
28
2020
2035 27
4,554,000,000 4,554,000,000
26
2020
2035 27
4,118,000,000 4,118,000,000
26
2020
29,000,000 29,000,000
2030 26
25
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2020
25,000,000 25,000,000
0
2025
2020
2030 11 853,000,000 853,000,000
24
S&P500
2020
2035
484,000,000 484,000,000
2020
2035
276,000,000 276,000,000
2020
42,000,000 42,000,000
0
2030 24
23
2020
26,000,000 670,000 25,330,000
2030 26

25
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2020
10,000,000 10,000,000
2023 25
25
2020
8,500,000 8,500,000
12
2023 12
2020
11 9,446,000,000 9,446,000,000
2023 11 10
24
2020
2025 11 10
11 10,601,000,000 10,601,000,000
27
S&P500
2020
2030 11 12 11 2,187,000,000 2,187,000,000
27
S&P500
2020
2025 12
12 14,321,000,000 14,321,000,000
23
S&P500
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2020
2030 12 11 12 1,353,000,000 0 1,353,000,000
23
S&P500
( 2020 2020 12 31 )
2021 29
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2021 7 29

@

2020 28

@

500,000,000

®

*

13

®

1,198,443,000 2019 11 29

100

2021 27
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@

2020 26

@

300,000,000

®

*)

®

400,000,000 2019 11 11

100

2021 29

@

2020 26

@

300,000,000

®

*
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®
84,770,508 2020 13
100
2021 11 15
€Y)
2020 14
@
300,000,000
®
Q)
26 30
®
514,625,728 2020 14
100
2021 11 22

€))
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2020 21

@

400,000,000

®

*

11

®

131,669,000 2020 12

100

2021 29

@

2020 28

@

300,000,000

®

Q)

11
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®
131,669,000 2020 29
100
2021 26
€Y)
2020 25
@

300,000,000

®

Q)

®

227,441,381 2020

100

266,690,497 2020 13
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100

2022 11

@

2020 10

@

300,000,000

®

*

3580

®

201,922,097 2020

100

2022

€3]

2021

@

500,000,000
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®

*

3580

®

201,922,097 2021

100

10. 2021 13

@

2021 11

@

500,000,000

®

*

®

1,261,058,781 2021
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100

11. 2021 10

@

2021

@

500,000,000

®

©)

®

972,887,610 2021 12

100

12. 2021 11 19

€3]

2021 18

@

500,000,000

®
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*
®

416,662,793 2021 10

100
2021 7 29

€))

119

2020 2021 31
2021 22
24 19
2021 23

@

2021 27
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121
2020 2020 12 31
2021 25
122
2021 2021 31
2021 14
24
2021
@
€Y)
2020 2021 31
2021 24
24

2021

26

25
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19

2021 29
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@
2021 11 15
@
124
2019 2020 31
2020 29
125
2020 10 2020 12 31
2021 12
G 24
19 2020 29
(i 24
19 2021
(iii 24
19 2021
(iv 24
19 2021 12
O) 2020 30
(iv) 2021
&)

2021 11 22
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@
80

2019 2020 31

2020 29
81

2020 10 2020 12 31

2021 10
24 19
2020 30
2020 10
)
KANDA SQUARE
2021 29
@
80

2019 2020 31

2020 29
81

2020 10 2020 12 31

2021 10
24 19

2020 30
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2020 10
@
KANDA SQUARE
2021 26
€3]
9%
2020 2020 12 31
2021 30
97
2021 2021 31
2021 11
24 19
2021 31
@
€))
105
2020 2021 28

2021 27
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51
2019 2020 31
2020 30
52
2020 10 2020 12 31
2021
24
2020

@

16
27

14

2020 10
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2022
€Y)
51
2019 2020 31
2020 30
52
2020 10 2020 12 31
2021
24 19
2020
2020 10
@
10. 2021 13
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INDEPENDENT AUDITORS*® REPORT

To the Board of Directors of
Morgan Stanley Finance, LLC

We have audited the accompanying financial statements of Morgan Stanley Finance, LLC (the "Company'), a
wholly owned subsidiary of Morgan Stanley (the “Parent”), which comprise the statements of financial
condition as of December 31, 2020 and December 31, 2019, and the related statements of comprehensive
income (loss), cash flows, and changes in member*s equity (deficit) for the years then ended, and the
related notes to the financial statements.

Management"s Responsibi lity 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; this includes
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.

Auditors” Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor®s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. Inmaking those risk assessments, the auditor considers internal control relevant to the
Company”s preparation and fair presentation of the financial statements 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 Company”s internal control. Accordingly, we express no such opinion. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements.

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

Opinion

In our opinion, the financial statements referred to above present fairly, inall material respects, the
financial position of Morgan Stanley Finance, LLC as of December 31, 2020 and December 31, 2019 and the
results of its operations and its cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

Emphasis of Matter
We draw attention to Note 3 of the financial statements, which describes the fact that the activities of
the Company include significant transactions with affiliates and may not necessarily be indicative of

the conditions that would have existed or the results of operations if the Company had operated as an
unaffiliated business. Our opinion is not modified with respect to this matter.

131/132



EDINETOO OO
0O00000000000000000000000(E32636)
Oooooooo

/s/ Deloitte & Touche LLP

New York, New York

April 12, 2021
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