
FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT

NO. 2005001449202

TO: Department of Enforcement
Financial Industry Regulatory Authority ("FINRA")

RE: Morgan Stanley & Co. Incorporated (''Morgan Stanley"), Respondent
BD No. 8209

Pursuant to NASD Rule 9216 ofFINRA Code of Procedure, Morgan Stanley submits this Letter
of Acceptance, Waiver and Consent ("AWC") for the purpose ofproposing a settlement of the
alleged rule violations described in Part II below. This AWC is submitted on the condition that,

if accepted, FINRA will not bring any future actions against Morgan Stanley alleging violations
based on the same factual findings.

Morgan Stanley understands that:

1. Submission ofthis AWC is voluntary and will not resolve this matter unless and

until it has been reviewed and accepted by FINRA's Department of Enforcement
and National Adjudicatory Council ("NAC") Review Subcommittee or Office of
Disciplinary Affairs ("ODA"), pursuant to NASD Rule 9216; ,

2. Ifthis AWC is not accepted, its submission will not be used as evidence to prove
any of the allegations agautst Morgan Stanley; and

3. if accepted:

a. this AWC will become part ofMorgan Stanley's permanent disciplinary
record and may be considered in any future actions brought by FINRA or
any other regulator against Morgan Stanley;

b. this AWC will be made available through FINRA's public disclosure

program in response to public inquiries about Morgan Stanley's
disciplinary ?ecord;

C. FlNRA may make a public announcement concerning this agreement and
the subject matter thereofin accordance with NASD Rule 8310 and IM-
8310-2; and

d. Morgan Stanley may not take any action or make or permit to be made

any public statement, including in regulatory filings or otherwise, denying,
directly or indirectly, any finding in this AWC or create the impression
that the AWC is without factual basis. Nothing in this provision affects
Morgan Stanley' s testim?nial obligations or right to take legal or factual
positions in litigation or other legal proceedings in which FINRA is not a
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party.

Morgan Stanley also understands that its experience in the securities industry and disciplinary
history may be factors that will be considered in deciding whether to accept this AWC. That
experience and history includes the following:

On Aprill, 2007, Respondent Morgan Stanley became the successor in interest to
Morgan Staniey DW Inc. (BD 7556) (''MSDW'). Prior to that date, both firms
were under common ownership. At all times relevant to this AWC, MSDW was a
full-service broker-dealer and, through predecessor entities, has been registered

with FINRA (or its predecessor, NASD) since October 16, 1936.

NASD issued an AWC in May 1998 finding that Dean Witter Reynolds, Inc.,
which merged with Morgan Stanley & Co., hlc. in 1997 to form MSDW, had
violated Conduct Rule 2110 as aresult of its failure to comply with (i) an order of
an arbitration panel requiring the firm to produce documents and (ii) provisions of
the Code ofArbitration Procedure. The firmwascensuredand fined $10,000.

In July 2004, NASD issued an AWC finding that MSDW failed to comply with
its discovery obligations in various arbitration proceedings. The firm was
censufed, fined $250,000, a?d ordered to undertake certain remedial measures.

I.

WAIVER OF PROCEDURAL RIGHT'S

Morgan Stanley specifically and voluntarily waives the following rights granted under FINRA's
Code of Procedure:

A. To have a Formal Complaint issued specifying the allegations against Morgan
Stanley;

B. To be notified of the Formal Complaint and have the opportunity to answer the
allegations in writing;

C. To defend against the allegations in a disciplinary hearing before a hearing panel,

to have a written record ofthe hearing made and to have a written decision
issued; and

D. To appeal any such decision to the NAC and then to the U.S. Securities and
Exchange Commission and a U.S. Court of Appeals.

Further, Morgan Stanley specifically and voluntarily waives any right to claim bias or
prejudg?ient Dfthe General Counsel, the NAC, or any member ofthe NAC, in connection with
such person's or body's participation in discussions regarding the terms and conditions of this

AWC, or other consideration of this AWC, including acceptance or rejection ofthis AWC.
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Morgan Stanley further specifically and vohl?tarily waives any rigl?t to claim that a person
violated the ex parte prohibitions of Rule 9143 or the separation of functions prohibitions of
Rule 9144, in connection with such person's or body's participation in discussions regarding the
terms and conditions of this AWC, or other consideration of this AWC, including its acceptance

or rejection.

II.

ACCEPTANCE AND CONSENT

A. Findings

Morgan Stanley hereby accepts and consents, without admitting or denying the findings, and
solely for the pmposes ofthis proceeding and any other proceeding brought by or on behalfof
FINRA, or to which FINRA is a party, pnor to a hearing and without an adjudication ofany
issue of law or fact? to the cntiy ofthe following findings by FINRA:

Summarv

This matter involves tbe failure by MSDW to provide two categories ofdocuments to c?aimants

in discovery in arbitration proceedings over a number ofyears. In particular, MSDW failed to
provide pre-September 11.2001 e-mail in discovery in numerous arbitration proceedings from
October 2001 through March 2005, and failed to provide updates to the firm's Branch Manager's
Manual in discovery in numerous arbitration proceedings from late 1999 through the end of
2005.

After the firm's e-ma?l servers in New Yoit City were destroyed on September 11,2001, the

firm restored millions of e-mails by using back.up tapes. Many other e-mails, stored on network
and looal drives by individual employees, were not affected by the events of September 11.

However, until March 2005, MSDW did not treat the pre-September 1 1,2001 e-mails restored to
the firm's serveis as a potential source to be searched in response to requests for e-mail. During
that time period, MSDW did not provide pre-September 11,2001 e-mail in numerous customer
arbitration proceedings and in response to regulatory inquiries, stating that such e-mail had been
destroyed, and that it did not have any pre-October 2001 e-mail. These statements were not true.

Instead of preserving the e-mail back-up tapes that had been used to restore its serversi MSDW
reused those tapes, overwriting and permanently erasing most oftheir contents. The firm also
allowed the e-mails that had been restored to the firm's servers to be permanently deleted by
users ofthe firm's e-mail system over an extended period of time. As a result, between
September 2001 and March 2005, millions of pre-September  11,2001 e-mails that had been
available to the fizm were lost.

In addition, between iate 1999 and the end of2005, MSDW failed on numerous occasions to
provide updates to its manual setting out supervisory policies and procedures for branch

?. 
managers 

- known as the Manager's Policies and Procedures Manual ('*MAPPS Manual") 
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claimants in discovery in arbitration proceedings. The MAPPS Manual was issued in 1994.
However, between that time and the end of2005, the manual was repeatedly supplemented
through the issuance ofseparate updates in the form ofcompliance notices or other bulletins.
Despite this, when the MAPPS Manual (or portions thereof) was produced by MSDW in
discovery in arbitration proceedings, often only the original manual itself was produced and the

relevant updates to the manual were not provided. As a result, MSDW did not provide complete

discovery to parties in numerous arbitration proceedings.

Moreover, in November 1999, materials such as the relevant portions oftbe MAPPS Manual and

the updates to the manual became presumptively discoverable in arbitration proceedings under
the process set forth in NASD Notice to Members 99-90. Despite this, MSDW often failed to
provide relevant updates to the MAPPS Manual.

By virtue of the conduct set forth herein, MSDW violatedNASD rules by failing to comply with
its obligations to produce these documents to claimants in discovery in arbitration proceedings
and to regulators, and by inaccurately representing that documents in its possession did not exist
in addition, in connection with the e-mail issues described above, MSDW violated the

recordkeeping requirements of the federal securities laws and NASD rules by failing to preserve
millions of pre-September 1 i, 2001 e-mails. MSDW also failed to establish and maintain
systems and wrinen procedures to supervise the activities of its employees and the types of
business in which it engages, which were reasonably designed to ensure compliance with the
recordkeeping requirements and with its obligations to respond completely and accurately to
regulatory requests and to discovery requests in arbitration proceedings.

Providing Inaccurate Information and Failing to Produce Pre-SeDtember 11,2001

E-Mails in Res?onse to Re?iuests from Claimants and Re?ulators

As of September 1 1,2001, MSDW maintainede-mails on a system of twelve Exchange servers,
MSDW ?ook and preserved a "snapshot" or'?mirror image" ofthe Exchange servers at the end of
the day so that the firm could restore active e-mail service in the event ofa disaster or
catastrophic system fhilure. Separately, as an e-mail was sent or received by the MSDW system

1 a copy was automatically made and stored on an archive. The archive system was designed to be
used for responding to discovery and regulatory requests.

All ofMSDW's e-mail Exchange servers, archive servers and archive tapes were destroyed on
September 11.2001. E-mails stored on network and local drives by individual employees
located outside ofthe World Trade Center were not affected. MSDW's Technology Department

rebuilt the firm's active e-mail system in a new location by September 17,2001 by repopulating

servers with data from disaster recovery back-up tapes of the destroyed e-mail Exchange servers
that had been created on August 30 and 31,2001 (which were the most recently-created e-mail
Exchange server disaster recovery back-up tapes still in existence) ("the Back-Up Tapes"). By
using these tapes, MSDW was able to restore the e-mail data from eleven ofits twelve servers.
Thus, when MSDW's e-rnail system was restored, the system contained most of the e-mails that

l DUC to technology problems, MSDW was unable to reload the data from the twelfth server's back-up tapes until
2006.
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had been on the system as ofthe close ofbusiness 
on August 30 or31,2001. Through this

process, MSDW restored millions of pre-September 11,2001 e-mails to its system. When most
MSDW employees logged onto the firm's e-mail system on or after September 17,2001. they

were able to access and review e-mails that had been in their mailboxes as ofthe close of
business on August 30 or 31,2001, with the exception ofthose on the twelfth server.

Personnel in the Information Technology Department la?ew that pre-September  11,2001 e-mail
from the Back-Up Tapes had been restored to the firm's servers and was available to respond to
requests for c-mail. However, the firm did not place the restored e-mails into an archive for use
in responding to requests or retain the tapes used to restore the e-mails to the messagmg system.
Accordingly, from October 2001 through March 2005, MSDW routinely but inaccurately told
claimants in arbitration proceedings and regulators that it had no pre-September  11,2001 e-
mails. in fact, millions of such e-mails had been recovered from the Back-Up Tapes and
restored to the firm's new e-mail servers and were available to respond to requests for e-mail.
Still more were available on network and local drives accessible to individual employees.

MSDW failed to produce pre-September 11,2001 e-mail from the Back-Up Tapes, and
inaccurateiy represented that such e-mail bad been destroyed, in numerous arbitration
proceedings brought against the firm from 2001 through March 2005. MSDW routinely
responded to requests for e-mails by inaccurately stating that all e-mails sent to or received from
third parties and that predate October 9, 2001 were destroyed. In addition, although MSDW told
numerous arbitration claimants that it would search individual users' computers in branch
offices, it did not inform all requestors of that potential alternative source ofe-mail. As a result,
documents subject to discovery requests in numerous customer arbitration proceedings were not
provided to claimants.

MSDW also failed to provide pre-September 11,2001 e-mails to NASD. In response to a Rule
8210 request made in March2004 for e-mails as part ofan NASD investigation into MSDW's
fee-based account practices, MSDW inaccurately asserted that pre-October 9,2001 "external e-
mails were maintained in the World Trade Center and destroyed on September i 1, 2001:?

MSDW also inaccurately told the New York Stock Exchange, in response to a request for
inforrnation regarding records that were permanently destroyed at the World Trade Center, that it
"lost e-mails sent to or from the World Trade Center complex...." The firm did not disclose that

many pre-September 11,2001 e-mails existed 
on the firm's servers or that pre-September 11,

2001 e-mails existed on back-up tapes which had been reused.

in addition, in response to a subpoena issued by the Massachusetts Securities Division on
September 5,2003 calling for the production ofe-mails sent to or received by five specified
individuals from June 2000 through the date ofthe subpoena, MSDW produced external e-mails

? Later in 2005, after the settlement ofthe fee.based case, MSDW notified NASD ofthe e.mails in the New
Repository. The New Repository is the archive of pre-September ll, 2001 e.mails created by MSDW subsequent
to March 2005. NASD staffthemafter requested, in connection with the investigation related to this matter, that
MSDW produce e-mail responsive to the prior reque?t in the fee-based case. MSDW then pmduced over 12,000 e-
mails and attachments.
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from October 9,2001 forward and inaccurately stated in the cover letters that "[e]arlier external
emails were maintained iri the World Trade Center and destroyed on September 11,2001."

In responding to requests for e-mails from claimants and regulators, MSDW also did not
regularly search network or local drives. The firm instead left the decision as to whether to
search network or local drives to individuals conducting those searches, including in-house
Counsel, outside counsel, para?egals, and branch office employees. Outside counsel were not
routinely told about this potential source ofdocuments until 2004, and the firm did not provide
training to the branch personnel who were often relied upon to conduct seaivhes for e-mails.

MSDW violated NASD Conduct Rule 21 10 by inaccurately telling numerous arbitration
claimants that all pre-October 2001 e-mail had been destroyed and by failing to conduct an
adequate search in responding to requests for e-mails in arbitration proceedings. MSDW also
violated Rule 21 10 and IM-10100 ofthe Code ofArbitration Procedure by failing to produce
documents in its possession in response to discovery requests in numerous arbitration
proceedings; violated Procedural Rule 8210 and Conduct Rule 21 10 by telling NASD that pre-
October 9,2001 e-mail had been destmyed when in fact the ftrm possessed such e-mails, by
failing to conduct an adequate search for such e-mail in responding to an NASD Procedural Rule
8210 request for e-mails, and by failing to produce documents in its possession called forby an
NASD Procedural Rule 8210 request: and separately violated Conduct Rule 2110 by
inaccurately telling other regulators that pre-October 2001 e-mail had been destroyed and by not
producing such e-mail in response to requests by regulators.

Failine to Produce U?dates to the MAPPS Manual
in Discovery in Arbitration Proceedlnes

Between late 1999 and the end ef2005, MSDW failed to provide updates to its manual setting

out supervisory policies and procedures for branch managers, known as the MAPPS Manual, in
numerous arbitration proceedings.

In September 1994. MSDW's predecessor issued the MAPPS Manual. Between that time and

the end of2005, the MAPPS Manual was updated numerous times through the issuance of
compliance notices and bulletins: As early as 2003, these updates were compiled as a separate
volume of compliance communications collected from various deparm?ents within MSDW. By
November 2005, there were approximately 300 updates. Each such update represented a new
policy, an update to an existing policy, a reminder or clarification of an existing policy. ora
notification that a policy was no longer effective.

? On June 30, 2006, MSDW issued a new Branch Managers Supervisory Manual replacing the MAPPS Manual.
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NASD Notice to Members 99-90, issued in November 1999, announced a new "Discovery
Guide" to be used in NASD arbitration proceedings. Among othe rthings, Notice to Members
99-90 included several "Discovery Lists" that identified categories of''presumptively
discoverable" documents that, absent a written objection, are to be exchanged automatically by
the parties. List 1, item 9, ofthe Discovery Guide required that the following documents be
produced i? all customer-involved arbitrations:

All sections ofthe firm's Compliance Manual(s) related to the claims alleged in
the statement of claim, including any separate or supplemental manuals governing
the duties and responsibilities of the Associated Person(s), and supervisors, any
bulletins (or similar notices) issued by the compliance department, and the entire
table ofcontents and index to each such Manual.

Despite Notice to Members 99-90, during the period December 1999 through 2005, MSDW
failed on numerous occasions to produce relevant updates to the MAPPS Mam?al in discovery in
arbitration proceedings. During this period, MSDW did not have a firm-wide prooedure that
addressed the documents that should be produced in response to a request for tlle firm's written
supervisory procedures or the documents that should be produced in order to comply with the
firm's discovery obligations to produce such documents pursuant to NTM 99-90.

For much of the relevant period, MSDW attorneys, as well as outside counsel representing the
firm in NASD arbitrations, responded to requests for MSDW's supervisory procedures by
ofTering to produce sections ofthe MAPPS Manual itself but did not offer to produce updates to
the manual. In many cases, no updates were ever produced.

In November 2003, in response to complaints regarding possible abuses ofdiscovery and an
increase in the frequency ofmonetary sanctions for discovery abuse, NASD issued Notice to
Members 03-70. That Notice included a reminder to member firms that the document
production lists set forth in the Discovery Guide were presumptively discoverable in customer
disputes and tha4 absent a written objection or an agreement by tbe parties to the contrary,
parties must exchange documents set forth on applicable lists. Following the issuance ofNotice
to Members 03-70, MSDW began to review its discovery practices in arbitration proceedings.
Although the firm did in certain instances begin to produce updates to the MAPPS Manual in
response to requests for the firm's written supervisory procedures, it did not do so on a regular
basis. it was not until late 2005 that MSDW adopted a firm-wide written policy requiring that
the firm produce updates to the MAPPS Manual in discovery in arbitration proceedings by
providing an index of the updates.

By failing to provide relevant updates to the MAPPS Manual in discovery in numerous
arbitration proceedings, MSDW violated NASD Conduct Rule 21 10 and IM-10100 under the
Code ofArbitration Procedures.

Failure to Presen'e Required Books and Records

In addition, MSDW violated its recordkeeping obligations by allowing users to delete pre-
September 11,2001 e-mails restored to the new Exchange servers. As a result, by March 2005,
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millions ofpre-September 11,2001 e-mails that had been restored to the firm's systems had been

permanently deleted, leaving only approximately 500,000 ofthese e-mails on the servers.

As described above, when MSDW created a new archive system on October 9,2001, the archive
did not have any initial content, because the earlier archive had been destroyed. MSDW did,
however, have the Back-Up Tapes (which held, for eleven ofthe twelve e-mail Exchange

servers, the content ofthe users' Inboxes and Sent Items folders as of August 30-3 1, 2001, but

not the historical archives) that could have been used to restore a substantial portion of the
archive. The firm's Technology Department decided that the Back-Up Tapes should not be used

to restore its archive, and did not retain the Back-Up Tapes, but instead put the tapes back into
the back-up rotation, This resulted in the tapes being overwritten, and most of their content
permanently lost, beginning shortly after September 17.2001.

MSDW also failed to take afTirmative steps to ensure that e-mails that had been restored to its
systems were retained. Specifically, MSDW failed to require employees to retain the pre-
September 11,2001 e-mails that had been restored to user mailboxes, and those that users had
stored on network and local drives.

MSDW also failed to preserve pre-September 11,2001 e-mails stored on network and local
drives ofdepartmg employees, even though employees might have moved e-mails into folders

on their network and local drives, either before September 11,2001, or after those e-mails had
been restored on September 17. The firm routinely eliminated the pre-September  11,2001 e-
mails of departi[ig employees who were not cumntly the subject ofpending or anticipated
litigation.

As a result ofthesc failures, MSDW allowed many pre-September t 1,2001 e-mails which had
been restored to its systems to be deleted by users and erased millions of e-mails by overwriting
the Back-Up Tapes from which the c-mail servers had been restored. Between October 9, 2001

and March 2005, at least 7.8 million pre-September ? 1,2001 e-mails were deleted from the

firm's active e-mail servers. By virtue ofthis conduct, MSDW failed to keep electronic
Communications for three years and to preserve electronic mail communications for the first two
years in an accessible place. in violation of Section 1 7(a) ofthc Securities Exchange Act of
1934, Rule 17a-4 thereunder, and NASD Conduct Rules 2110 and 3110.

Failure to Establish and Maintain Systems and Written
Procedures Reas?nablv Desiened to Preserve Required

Records and to Ensure that MSDW Conducted Adeeuate Searches

in Response to Regulatorv Inciuirles and Discoverv Requests

During the period from 201 through at least March 2005, MSDW failed to devise any formal
procedures requiring employees to retain pre-September 1 1,2001 e-mails to and from the firm
for any period of time. The firm' s 2001 Code Df Conduct, which contained the only document
retention provision applicable to e-mails, contained a general statemem that employees should
"review files periodically to ensure that information is current and essential; and consistent with
document retention policies and applicable law, discard drafts, notes, notebooks, diaries,
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telephone logs, message slips and other documents when they are no longer useful or current"
The 2001 Code ofConduct further stated that documents should not be discarded ifthey are:

documents that must be kept for specific periods of time under applicable laws or
regulations (guidance concerning which can be obtained from Law or
Compliance); documents that are the subject ofa subpoena or document request;

or documents that are potentially relevant to a lawsuit or an investigation that has

been or may be initiated.

By failing to implement any procedures addressing the retention by employees ofpre-September
11,2001 e-mails to and from the firm, MSDW failed to prevent the destruction ofmillions of
pre-September 11,2001 e-mails that had been restored to its system. ln addition, the firm failed

to adopt procedures to prevent the overwntmg ofthe Back-Up Tapes which contained pre-
September 11,2001 e.mails.

MSDW also did not have adequate systems or procedures governing searches for pre-September
11,2001 e-mail in response to discovery requests in arbitration proceedings and regulatory
inquiries. For instance, the firm failed to adopt procedures requiring that the firm's e-mail

servers or individuals' network and local drives be searched where appropriate. The firm also
failed to have adequate Supervisory systems and procedures to ensure that relevant updates to the

firm's 1994 MAPPS Manual were produced in response to discovery requests for the firm's
written supervisory procedures.

By virtue of its failure to establish and maintain systems and written procedures to supervise the

activities ofits employees and the types ofbusiness in which it engages that were reasonably
designed to achieve compliance with the record keeping requirements for e-mails, and with its

obligations to respond completely and tntthfully to regulatory requests and to discovery requests
in arbitration proceedings, MSDW violated NASD Conduct Rules 3010(a) and (b) and 2110.

B. Sanctions

Morgan Stanley also consents to the irnposition, at a maximum, of the following sanctions:

1. Acensux.

2. A fine of $3 million.

3. Morgan Stanley shall, within thirty days ofthe acceptance ofthis AWC, deposit
$9.5 million into an interest-bearing  escrow account to establish a fund k? make

payments to arbitration claimants. Those payments shall represent discovery
sanctions for MSDW's failure to provide pre.9/11 e-mail and failure to provide
updates to the MAPPS Manual, The amounts shall be paid to claimants by a

Fund Administrator acceptable to F[NRA pursuant to the terms set forth in a Plan

of Distribution. In connection with such Plan ofDistribution:

a. Morgan Stanley shall pay all costs and expenses associated with the
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administration of the fund and all costs and expenses incurred by or associated
with the Fund Administrator.

b. Morgan Stanley shall cooperate fully with the Fund Administrator in the.
implementation of his or her duties, including by identifying arbitration
claimants; providing records requested by the Fund Administrator; providing
the Fund Administrator with MAPPS Manual update lists and updates; and
conducting any searches ofMorgan Stanley' s New Repository for pre-
September 11, 2001 e-mails required by the settlement Morgan Stanley shall

not place any restrictions or limitations on the Fund Administrator's activities
in implementing this Plan of Distribution.

c. Any funds remaining after payment ofall amounts to claimants will revert to
FINRA as an additional fine amount.

4. Within thirty days ofthe acceptance of this AWC, Morgan Stanley shall, at its
own expense, retain an Independent Consultant acceptable to FINRA to review
the firm's current procedures for complying with discovery requirements in
arbitration proceedings relating to the firm's retail. brokerage operations.

a. At the conclusion of the Independent Consultant's review, which in no event
shallbe more than ninety days after the Independent Consultant is retained,
the Independent Consultant shall submit to Morgan Stanley and FINRA staff a
written report detailing the Independent Consultant's determinations and
recommendations. If Morgan Stanley accepts all ofthe Independent
Consultant's recommendations,  it shall adopt and implement the
recommendations within ninety days after delivery ofthe written report. If
Morgan Stanley determines that any recommendations are unduly
burdensome or impractical, the firm shall, within thirty days after delivery of
the written report, propose an alternative that is reasonably designed to
achieve the same objective(s). Morgan Stanley shall submit such proposed
alternatives in writing simultaneously  to the Independent Consultant and

FINRA staff. Within thirty days ofreceipt ofany proposed alternative
procedure, the Independent Consultant shall: (i) reasonably evaluate the
alternative procedure and deteimine whether it will achieve the same
objective as the Independent Consultant's original recommendation; and (ii)
provide the finn with a written decision reflecting his or her determination.
Morgan Stanley will abide by the Independent Consultant's ultimate

detennination with respect 10 any proposed alternative procedure and, within
120 days ofdelivery ofthe Independent Consultant's decision as to proposed
alternative procedures, must adopt and implement all recommendations
deemed appropriate by the Independent Consultant

b. Within ninety days after delivery ofthe Independent Consultant's written
report or, ifMorgan Stanley proposes alternative procedures, within ninety
days of delivery of the Independem Consultant's decision regarding
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alternative procedures, an officer of Morgan Stanley shall certify in writing to
FINRA that the firm has implemented each ofthe Independent Consultant's
recommendations. This certification shall also describe the specific actions
taken by thc firm, including the systems and procedures developed to
implement the Independent Consultant's recommendations.

c. Morgan Stanley shall cooperate fully with the Independent Consultant and
shall not place restrictions on the lndependent Consultant's communications
with FINRA staff and, upon request, shall make available to FINRA staff'any
and all communications between the lndependent Consultant and the Firm and
documents reviewed by the Independent Consultant in connection with his or
her engagement. Once retained, Morgan Stanley shall not terminate the
relationship with the Independent Consultant without the FINRA staff's
written approval. Morgan Stanley sha?I not be in and shall not have an
attorney-client relationship with the Independent Consultant and shall not
seek to invoke the attorney client privilege or other doctrine or privilege to
prevent the Independent Consultant from transmitting any information, reports

or documents to FINRA.

5. For a period oftwo years following the date ofthc conclusion ofthe work as
described herein and in the Plan of Distribution, neither Morgan Stanley, nor any
ofits principals, agents, officers, dir*ctors or employees acting in theircapacities
as such, may employ or otherwise hire the Independent Consultant or Fund
Administrator in any capacity. Any firm with which the Independent Consultant

or Fund Administrator is af?liated or of which he or she is a member, and any
person or firm engaged to assist the Independent Consultant or Fund
Administrator in the performance oftheir duties shall not, without prior written
consent of Department ofEnforcement staff, enter into any employment,
consulting or other professional relationship with Morgan Stanley, or any ofits
directors, of?cers, employees, or agents in their capacity as such for the period of
the engagement and for a period oftwo years thereafter.

m.

OTHER MATTERS

A. Morgan Stanley understands that it may attach a Corrective Action Statement to
this AWC that is a statement ofdemonstrable corrective steps taken to prevent
future misconduct. Morgan Stanley understands that it may not deny the charges

or make any statement that is inconsistent with the AWC in this Statement. This
Statement does not constitute factual or legal findings by FINRA, nor does it
reflect the views of FINRA or its staff.

B. Morgan Stanley agrees to pay any monetary sanctions imposed on it upon notice
that this AWC has been accepted and that such payments are due and payable and
has attached an Election of Payment form showing the method by which it
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proposes to pay any fine imposed.

C. Morgan Stanley specifically and voluntarily waives any right to claim that it is
unable to pay, now or at any time hereafter, any monetary sanction imposed in
this matter.

The undersigned representative ofMorgan Stanley has read and understands all ofthe provisions

of this AWC and has been given a full opportunity to ask questions about it, and that no offer,
threat. inducement, or promise ofany kind, other than the terms set forth herein, has been made

to induce Morgan Stanley to submit it,

,l19?7
Date

?a??n??Y???..???

Respondent

By. Er=ef.Gawm
Me: *J,?4:m D-*Jx

0-J
Reviewed by:

MHFF.???CEZ
Counsel for Morgan4tanl? & Co. Incorporated
Herbert F. Janick III 

-Bingham McCutchen LLP
85 Exchange Street, Suite 300
Portland, ME 04101

Accepted by FINRA:

*
DSE+. 2412007 7?.-

 

GSJZ?En
Department of Enforcement
FINRA
1801 K Street NW, Suite 800
Washington, DC 20006

Signed on behalf of the Director ofODA, by
delegated authority
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Plan of Distributioa

This Plan of Distribution effectuates the distribution and disposition of the $9.5 million Fund
established pursuant to the Letter of Acceptance, Waiver and Consent (''AWC") entered into by
Morgan Stanley & Co., Inc. (?Morgan Stanley") in matter 2005001449202.

A. Appointment and Duties of the Fund Administrator

t. Within thirty daysi ofthe acceptance of the AWC in this matter, Morgan Stanley will
notify the Department of Enforcement of the Financial Industry Regulatory Authority
C?FINRA") ofthe person selected by Morgan Stanley to act as Fund Administrator. The
Department ofEnforcement will have the right, in its absolute and sole discretion, to
accept or reject any proposed Fund Administrator. If FINRA rejects any proposed Fund
Administrator, Morgan Stanley will have fifteen days to pmpos? an alternative Fund
Administrator.

2. The Fund Administrator will be responsible for all matters set forth below, unless
specifically aUocated to any other entity by the terms of this Plan of DistributiorL The
Fund Administrator will be bound by the restrictions set forth in Part Il.B.5 ofthe AWC. .

3. Morgan Stanley shall cooperate fully with the Fund Administrator in the implementation
ofhis or her duties, including by identif?ing claimants in arbitration proceedings;
providing records requested by the Fund Admini stmtor; providing the Fund
Administrator with MAPPS Manual update lists andupdates; and conducting any
searches of Morgan Stanley's New Repositery? containing pre-September  1 1, 2001 e-
mails required by the settlement. Morgan Stanley shall not place any restrictions or
limitations on the Fund Administrator's activities in implementing this Plan of
Distribution.

4. The Fund Administrator shall be responsible for overseeing Morgan Stanley's compliance

with its obligations in this matter, including but not limited to its obligation 10 search for
and produce e-mails as provided in Part F below, The Fund Administrator shall fite
quarterly reports with FINRA regarding the discharge ofhis or her duties in administering
this Plan ofDistribution. This shall include a description ofMorgan Stanley's
compliance with its obligations in connection with this Plan of Distribution.

5. Morgan Stanley will be responsible for all costs and expenses ofthe Fund Administrator
and all costs and expenses associated with administration of the Fund. Morgan Stanley
shall compensate the Fund Administrator pursuant to the terms of a retention agreement

' The term"day?" sha?l mean calendar days for the purposes of this Plan of Distribution.
2 The New Repository is the archive ofpre-September l l, 2001 e-mails createdby MSDW subsequent to March
2005, as described more fully in the accompanying AWC. MSDW refers to Morgan Stanley DW, inc., which is

Morgan Stanley's predecessor in interest as a result ofa business re,tructuring effective as ofApriI 1,2007.
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by FINRA. In no event shall FINRA be liable for any compensation, reimbursement of
expenses, or other payments to the Fund Administrator.

6. All determinations under the Plan of Distribution by the Fund Administrator shall be

made on the basis of the papers submitted by claimants and, ifany, by Morgan Stanley, to
the Fund Administrator without hearing, oral argument, or presentation ofevidence (other
than e-mails obtained pursuant to the Plan of Distribution and the Statement of Claim in
the underlying arbitration) unless, given the particular circumstances, the Fund

Administrator determines that a hearing, oral argument, or presentation ofevidence is
required to resolve the matter being determined.

7. Any requests by the Fund Administrator to vary from any ofthe timetabies set forth
herein must be approved m writing by the Department of Enforcement and supported by a
showing ofgood cause.

8. The Fund Administrator will consult with the Department of Enforcement r?garding any
uncertainties, ambiguities, or unresolved issues in the application of this Plan of
Distribution.

B. Establishment and Maintenance of the Fund

1. Within thirty days ofthe acceptanoe of the AWC, Morgan Stanley will establish an
interest-bearing  escrow accotmt for the $9.5 million Fund established pursuant to the
AWC in this matter and will deposit $9.5 million into that account.

2. All interest aocrued during the existence of the Fund shall be used to make payments to
claimants as described herein or remitted to FINRA as described in Part BA below.

3. The Fund shall be under the control ofthe Fund Administrator, once the Fund
Administrator is approved by FINRA's Departinent of Enforcement.

4. The Fund Administrator will remit any ?nds remaining in the Fund to FINRA? after
completion ofpayments to claimants as described herein, as an additional fine amount
paid by Morgan Stanley.

C. Ascertaining Potentially Eligible Claimants

1. Potentially eligible claimants shall include the following:

a. Eligible E-mail Claimants: Claimants eligible to receive payments from the Fund

with respect to pre-September 11,2001 e-mail will be customer claimants in
arbitration proceedings brought against Morgan Stanley's predwessor in interest,
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MSDW,which were either initiated on or after, or still open as of, September 11,
2001, and which were closed on or before June 20, 2005.?

b. Eligible M4PPS Claimants: Claimants eligible to receive payments from the

Fund with respect to updates to the MAPPS Manual will be customer claimants in
arbitration proceedings brought against MSDW before NASD's OfTice of Dispute
Resolution which were initiated on or after July 1,1999, and which were closed

on or before December 31, 2005.4

2. Within thirty days following FINRA's approval ofthe Fund Administrator, the Fund
Administrator will begin notifying the potentially eligible claimants, as identified by
FINRA and Morgan Stanley to the Fund Administrator, of their right to seek payments
from the Fund. That notification, which will be reviewed by Morgan Stanley and subject

to prior review and approval by FINRA, will include, at a minimum, the following
information:

a. Eligible E-mail Claimant

i. Stanc?-d Payment Amount: Qualifying ctaimants shall be entitled to receive a
payment from the Fund in an amount to be determined based on the number of

between $3,000 and $5,000 per case,? subject to the availability of funds, as

described in Part H below.

ii. Upon request, cl?im?nt? may require Morgan Stanley to produce pre-
September ll, 2001 e-mails from the New Reposit?iy established by MSDW,
as more ftilly described in Part F below. Alternatively, claimants may forgo
thc tight to receive such e?mails, and receive the initial Payments described in
Part E below within sixty days of the deadline for making that election, and
the additional payment, ifany, as provided in Part H below.

iii. Any claimant who obtains pre-September 11,2001 e-mail may, as described
in Part G below, receive the Standard Payment Amount or waive the Standard

Payment Amount and have the Fund Administrator determine the amoun4 if
any, to be received by the claimant depending on the facts and circumstances

of the case and the availability of funds. In such cases, the maximum payment

will be no more than $20,000.

' For the purposes of this Plan of Distrib?tion, an arbitra?ion is "dosed" as of the date an award or order of dismissal

was issued or a set?lement agreement executed.
? Notices wm not be prcvided to certain claimants, to be identified to the Fund Administratorby F?NRA staff, who
received production of updates to the MAPPS Manual.
' For the purposes ofthis Plan of Dis?ibution, a'?case" is a matter given a unique arbitration file number. The Fund

Administrator will determine whether consolidated matters should be treated as one or more cases for the purposes
of this Plan ofDistribution.
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iv. The Fund Administrator shall include forms in the initial mailing setting out
the elections described above.

b. Eligible MAPPS Claimants:

i. Standard Payment Amount: Quali??ing claimants shall be entitled ? receive a
payment from the Fund in an amount to be determined based on the number of
eligible claimants participating in the distribution. Any such payment shall be
between $1,500 and $2,500 per case, subject to the availability of funds, as
described in Part H below.

ii. In order to qualify to receive payment, claimants must provide the Fund
Admimstrator with: (1) a certification (on a form to be provided to ctaimants
by the Fund Administrator, reviewed by Morgan Stanky, and approved by
FINRA) from the lawyer who represented them in the arbitration stating that
they did not receive all updates to the MAPPS Manual related to the claims in
their case; (2) for claimants who represented themselves, a certification to the
same effect; or (3) for those who cannot provide the certification described
above, an explanation why they could not procure the certification, along with
a description of any efforts to obtain the information. Claimants who provide
the information called for by (1) and (2) will be paid the Standard Payment

amounts by the Fwid Administrator. The Fund Administrator will consider

responses provided pursuant to (3) and make payments to claimants where
appropriate, in his or her sole discretion.

iii. The Fund Administrator shall include the appropriate certification, form(s) and
the index of compliance notices and bulletins that updated the MAPPS
Manual from 1994 through 2005 in the initial mailing.

iv. The Fund Administrator will have the sole discretion to det?mtine whether the
certifications provided pursuant to Part C.2.b.ii above are adequate on the
basis of the papers submitted. Ifthe Fund Administrator determines that any
certification is not adequate, he or she shall promptly notify the claimant(s) of
that determination and allow the claimant(s) thirty days to cure any deficiency,
and will promptly determine whether any re-submitted certifications are
adequate.

c. All Eligible Clalmants. All Eligible Ctaimants will be Bovided with a waiver
form as described in Part D.1 below.

3. The Fund Administrator shall undertake reasonable efforts to ensure that all potentially
eligible c?aimants receive notification. Upon completion ofthose efforts, the Fund
Administrator shall certify to FINRA that reasonable efforts have been undertakenand
provide a description ofthose efforts.
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4. Allresponses by potentially eligible claimants called for by this provision, including
certifications p?nm?ant to Part C.2.b.ii above, and elections to receive payments or to
receive e-mails pursuant to Part C.2.a.ii above, shall be due no later thml sixty days after
the mailing ofthe notices. The notices will include the due date.

5. For the purposes of this Plan of Dis?ribution, the term ??claimmf ' shall refer collectively

to all cjaimants in each individual arbitration case. Checks shall be payable to all
claimants in a case, or to their legal successors, as determined by the Fund Administrator,
unless ali claimants in a case agree to another method of distribu?on. The Fund
Administrator will resolve any disputes as to the method or format ofpayments.

6. Any claimants who are both Eligible E-mail Claimants and Eligible MAPPS Claimants

will be entitled to receive payments as to each matter, with no offset or diminution ia
recovery by virtue of the fact that the claimants are in both gr?ups.

D. Waiver

1. Prior to receiving any payment from the Fund:

a. All Eligible E-mail Claimants in a case will be required to execute a waiver
pursuant to which the claimant agrees that, in return for any payments from the
Fund, the claimant waives any right to seek any other payment from Morgan
Stanley that is intended to punish the firm for the failure to produce pre-
September 11,2001 e-mail, but does not waive the right to make an?? other

argument or assert any other claim, to the extent they are available.

b. All Eligible MAPPS Claimants in a case will be required to execute a waiver
pursuant to which the claimant agrees that, in return for any payments from the

Fund, the claimant waives any right to seek any other payment from Morgan
Stanley that is intended to ptmish the firm for the failure to produce upda?es to the

MAPPS Manual in the underlying arbitration proceedings, but does not waive the

right to make any argument or assert any other claim, to the extent they are
available.

6 
T?is waiver is not intended to affect the class action lawsuit, iba?zabai, et a?. v. Morgan Su?n?ey D W, Inc., Case

No. 07-CV-2273 (SCR), pending in the United States District Court for the Southern District ofNew York.
Participation in this se?lement will not bat any claimant from the receipt of the relief, ifany, obtained in that action.

5



-
 - -

c. A claimant who is receiving payments as both an Eligible E-mail Claimant and an
Eligible MAPPS Claimant will be required to execute both waivers described in
Parts D. 1.a & b above.

2. Any such waiver will only be effective as to claimants who actually receive a distribution
offunds pursuant to this Plan ofDistribution. Any waiver submitted by a potential
claimant who is deterniined by the Fund Administrator not to be eligible for payment
shall be null and void,

E. Initial Payments

1. Within sixty days after the deadline for submissions of election fonns, certifications, and

waivers descnbed in Pmts C and D above, the Fund Administrator will (subject to the

availability of funds):

a. Pay $3,000 to all Eligible E-mail C!aimants who have elected to receive payment
without obtaining ?mails as set forth in Part C.2.a.ii above and have submitted
the waiver form described in Part D above.

b. Pay $ 1,500 to all Eligible MAPPS Claimants who have provided the appropriate
certification as set forth in Part C.2.b.ii above and have submitted the waiver form
described in Part D above.

c. In determining the initial payments pursuant to this Part E, the Fund
Administrator shall consult with FrNRA staf?.

2. Within fourteen days ofmaking the payments described in Part E. t, the Flmd
Administrator will provide the Department of Enforcement with a list identifying all
claimants ?ho received payments (including the original arbitration case number) and the
amounts received by each.

F. Requests for Pre-September  11,2001 E-mail from the New Repository

1. Within sixty days ofthe mailingofthe notice provided in Part C.2 above, an Eligible E-mail
Claimant? 

may elect (o request production ofpre-September 1 1, 2001 e-mail from the New
Repository est?blished by MSDW. Any Eligible E-mail Claimant who elects to request e-
mail will not receive thc Initial Payment described in Part E above, but will not forfeit the
right to receive the Standard Payment described in Parts G. 1.a and H.1.c later in the process,
unless the claimant chooses to seek an independent Determination by the Fund Administrator
pu?uant to Part G.1.b below.

' For the purposes of Part F, any claima?t in a mukiple claimant case may request e-mail. No lnitia! Payments will
be made in any ease i? which any claimant requests e-mail.
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2. Ifan Eligible E-mail Claimant elects to seek such e-mail, the claimant will notify the Fund
Administrator,  who will then direct Morgan Stanley to search the New Repository for e-mail
containing (1) claimant'3 first and last name (within three words of each other) in the field?

or body; (2) claimant's account mlmber?) (as pmvided by claimant and as reflected in the
records ofMorgan Stanley) in the subject line 

or body; or (3) claimant's e-mail address (as
provided by the claimant) in fields, subject line, or body. In addition, Morgan Stanley will
search for the claimant's last name in the fields or body of e-mails in the mailbox(es) of
claimant's broker(s) (as provided by claimant).? Ifthe claimant is unable to identify the
broker(s), Morgan Stanley will identify claimant's brok?s) as reflected in the records of
Morgan Stanley. The Fund Administrmor will provide Eligible E-mail Claimants with a
form on which to elect to obtain e-mail, which shall include spaces for the e-mail address and
broker(s) names described in this paragraph.

3. A claimant may propose additional specific search terms Or search criteria to the Fund
Administra?or,  along with an explanation as ?0 why the proposed search terms or criteria are
reasonably designed tO obtain e-mails relevant to any claim in the claimant's arbitration
proceoding. The Fund Administrator shall have Morgan Stanley conduct the requested
search as part of the initial search described in the preceding paragmph ifheor she
determines that the proposed additional search terms and criteria are reasonably desig?ed to
obtain e-mails that could have been relevant to the underlying arbitration. The Fund
Administrator will have the authority to accept, reject, or modify the proposed search terms

or criteria-

4. Within thirty days ofreceipt ofthe e-mails pursuant to the preeeding paragraphs, a claimant

may make one additional request for additional e-mail searches based upon the results ofthe
initial search upon satisfying the Fund Administrator that under tile circumstances the
proposed additional search terms and criteria 

are reasonably designed to obtain e-mails that
could have been relevant to the underlying arbitration.

5. Morgan Stanley shall provide alt responsive e-mails (along with the attachments thereto) to
the claimant within sixty days of its receipt of the request (subject to the objection process
described below), and will provide to the Fund Administrator a description ofthe search

methodology and results, including the number ofe-mails provided to the claimant. Morgan
Stanley may request, upon a showing ofgood cause, that the Fund Administrator provide the

firm additional time to conduct the e-mail searches described in Parts F.2, F.3 and F,4,

6. The Fund Administrator will provide Morgan Stanley with copies of the requests described itt
Parts F.3 and F.4. If'Morgan Stanley objects to any such request for search terms or criteria:

a. Morgan Stanley shall, within fifteen days ofreceipt ofthe ?equest, provide the
Fund Administrator and claimant with a written statement setting out its
objection. The claimant may respond to the objection in writing within ten days,

* ?Fields" refm to the to,from, cc, and bc? ?ines in any e-mail,

' For the purposes of Part. F.2, Morgan Stanley will use the ac?ual account title for any account mamtained in the

name ofa non-natural person, such as a business entity or trust.
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b. The Fund Administrator shall, within thirty days of receipt of the objection, notify
Morgan Stanley and the claimant ofhis or her determination as to the appropriate
search terms or search criteria pursuant to a request made under Part F 3 or
whether to require that the second search be conducted under Part F.4, based 

on
whether the proposed search terms and criteria are reasonably designed to obtain
e-mails that could have been relevant to the underlying arbitration.

c. Morgan Stanley will provide all responsive e-mails to the claimant within thirty
days of its receipt ofthe Fund Administrator's detennination pursuant to the
preceding paragmph, and will provide to the Fund Administrator a description of
the search methodology and results, including the mmlber ofe-mai!s provided to
the claimant.

7. Confidentialitv: Morgan Stanley may request, for good cause shown on a casc?by-case basis,
that the Fund Administrator require that Eligible E-n?ail Claimants agree to maintain the
confidentiality ofany e-mails they or their representative receive and to use such e-mails only
in petitioning the Fund Administrator for an additional sanction payment or otherwise in the
prosecution of claims related to the subject matter underlying the claimant's prior arbitration.
Any such request by Morgan Stanley shall be made in writing at least ten days before the
deadline for providing the e-mails to the requesting claimant and cite the particular teason(s)

why confidential treatment is required. The requesting claimant shall be given ten days to
submit awritten opposition to the confidentiality request by providing a written response to
the Fund Administrator and a copy to Morgan Stanley. Morgan Stanley may respond to any
such opposition within ten days. The Fund Administrator shall make his or her determination
within fifteen days of the deadline for the requesting claimant's response. Nothing in any
ruling, decision? or order by the Fund Administrator, or any agreement between Morgan
Stanley and a requesting claimant, shall prevent or be deemed to prevent a claimant from
providing e-mails to, or discussing their wntents with, any governmental entity or self-
regulatory organization.

8. Privilege: If Morgan Stanley asserts privilege as to any e-mails responsive to requests under
this Part F, it may withhold production ofsuch e-mails pending the detennination by the
Fund Administrator described in this paragraph, and shall provide the claimant and the Fund
Administrator with a list identifying all such withheld e-mails no later than the date on which
e-mails are due to be produced to the claimant. The list shall specify the date and subject

matter of any such e-mails, the names of atl senders and recipients (including those
designated as *,cc" 

or "bcc"), the names ofall attorneys or attorney agents sending or
receiving the e-mails, and the basis ofthe privilege. The claimant may challenge the
assertion of privilege within fifteen days ofreceiving the notification, and the Fund
Administrator shall determine whether production is required within thirty days ofthe
deadline for receipt ofthe claimant's challenge to the privilege assertion.
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G. Claimants' Options Upon Receipt of the E-Mails

1. Upon completion of the e-mail request process set forth in Part F above, the Eligible E-
mail Claimam will have thirty days to elect either ofthe following:

a- Standard Payment: Accept the Standard Payment discussed in Part H.1 below
paid to Eligible E-mail Claimants who did not elect to receive e-mails from the

New Repository.

b. Independent Determination P?ccss: Waivc the right to receive the Standard

Payment and seek to have the Fund Administrator determine the appropriate

monetary sanction for MSDW's failure to produce the e-mails, based on the facts

and circumstances of each case, up to a limit of $20,000. The Eligible E-mail
Claimant shall provide copies of all e-mails received from Morgan Stanley to the
Fund Administrator along with the Eligible E-mail Claimant'selection to
participate in the Independent Determination Process. This option will only be

available ifalt claimants in a case agree to its use.

2. The Fund Administrator shall ensure that all Eligible E-mail Claimants are apprised, prior
to making the foregomg election, that choosing to participate in the Independent
Determination Process could result in their receiving less than the Standard Payment or

I n? payment at all.

3. For each EHgible E-maij Claimant who elects to participate in the Indepaident
Determination Process, the Fund Administrator wilt review the e-mails provided to the
claimant, the Statement of Claim, and the Answer?0 relating to the underlying arbitration,
and, within sixty days of receipt ofthe e-mails, make a detemiination ofthe amount, if
any, to be paid to each such claimant, subject to the availability ofsufficient funds. The
Fund Administrator will take into account, among other things, the content ofany ?mails
provided pursuant to Part F above, the number of such e-mails produced, the potential
significance ofthe e-mails to the claims in the original arbitration, and any findings or
adjudications reached in the arbitration. In no case shall the amount exceed $20,000.

H. Determination of Distribution Amounts

?. Upon completion of the procedures described above, the Fund Administrator will
determine the amount to be paid to each Eligible Claimant, as follows:

a. The Fund Administrator shall detem?ine the total ofthe minimum Standard

Payments to be made to each Eligible Claimant (excluding those who have sought

an Independent Determination pursuant to Part G.1.b above). This shall include
all Initial Payments made pursuant to Part E above.

?lfneither party can locate the Statement of Claim or Answer, the Fund Administrator shall attempt to obtain them

from the Office of Dispute Resolution or the appropriate arbitration forum.

9



b. The Fund Administrator shall then determine the amount to be paid to all Eligible
E-mail Claimants who participated in the independent Determination Process

pursuant to Part G.1.b above. If there are insufficient funds remaining in the Fund

to pay all such amounts after taking into account the minimum payments under
the preoeding paragraph, the amount payable to each such claimant shall be
reduced proportionately.

c. Ifthere are funds remaining after computation of the amounts to be paid under the
preceding paragraphs, the Fund Administrator shall increase the Standard
Payment Amount to be paid to att Eligible E.mail Claimants and Eligible MAPPS
Claimants who elected to receive the Standard Payment, subject to the following:

i. The amount to be paid to each Eligible E-mail Claimant shall be twice the

amount paid to each Eligible MAPPS Claimant.

iL The amount to be paid to each Eligible E-mail Claimant shall not exceed
$5,000, and the amount paid to each Eligible MAPPS Claimant shall not
exceed $2*500.

2. Within thirty days of completion ofthe calculations in the preceding three paragraphs, the
Fund Administrator will pay all of the amounts determined to be payable to Eligible
Claimants under this Part, offsetting any amounts paid as Initial Payments under Part E
above. Any amount due to any claimant who is eligible for payment and who provided a
waiver, but who cannot be located at the time payments are made, shall be remitted to the
escheat, unclaimed property, or abandoned property fund ofthe state ofthe customer's
last known residence.

3. All determinations by the Fund Administrator shall be final and not subject to appeal.

4. Any remaining money in the Fund shall be paid to FINRA as an additional fine amount
imposed under the AWC in this matter.

X Final Report

1. Within thirty days of completing the payments described in Part H above, the Fund
Administrator shall file a written report with the Department of Enforcement.

2. The report shall include, at a minimum:

a. The names and amounts paid to each Eligible E-mail CIaimant and Eligible
MAPPS Claimant (inctuding the original arbitration case number), along with
proofofpayment.

b. The names and amounts paid to each Eligible E-mail Claimant (including the

original arbitration case number) who sought a determination pursuant to the
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Independent Determination Process, including any claimant as to whom the Fund
Administrator detetmined ?hatno money should be paid,

c. The names of all ?laimants who sought production of e-mails from the New
Repository, the index numbers ofthe underlying arbitrations for those claimants,
the number ofe-mails produced to each of those claimants, and the numberofe-
mails located but withheld under claim ofprivilege for each of those ctaimants.

d. The amount of interest earned in the Fund.

e. A det?led accounting of the disposition of all funds from the Fund.

f. A description ofMorgan Stanley's compliance with its obligations under the
terms ofthis Plan of Distribution.

I
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