UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

DIVISION OF
CORFORATION FINANCE

March 12, 2013

Marc O. Williams
Davis Polk & Wardwell LLP
marc.williams@davispolk.com

Re:  Morgan Stanley
Incoming letter dated January 7, 2013

Dear Mr. Williams:

This is in response to your letters dated January 7, 2013 and February 13, 2013
concerning the shareholder proposal submitted to Morgan Stanley by the AFSCME
Employees Pension Plan and CtW Investment Group. We also have received a letter
from the proponents dated February 6, 2013. Copies of all of the correspondence on
which this response is based will be made available on our website at
http://www.sec.gov/divisions/corpfin/cf-noaction/14a-8.shtml. For your reference, a
brief discussion of the Division’s informal procedures regarding shareholder proposals is
also available at the same website address.

Sincerely,

Ted Yu
Senior Special Counsel

Enclosure
cc: Lisa Lindsley

AFSCME Employees Pension Plan
llindsley@afscme.org



March 12,2013

Response of the Office of Chief Counsel
Division of Corporation Finance

Re:  Morgan Stanley
Incoming letter dated January 7, 2013

The proposal requests that the board appoint a committee to explore extraordinary
transactions that could enhance stockholder value, including but not limited to an
extraordinary transaction resulting in the separation of one or more businesses. The
proposal defines an “extraordinary transaction” as “a transaction for which stockholder
approval is required under applicable law or stock exchange listing standard.”

There appears to be some basis for your view that Morgan Stanley may exclude
the proposal under rule 14a-8(i)(3), as vague and indefinite. We note in particular your
view that, in applying this particular proposal to Morgan Stanley, neither shareholders
nor the company would be able to determine with any reasonable certainty exactly what
actions or measures the proposal requires. Accordingly, we will not recommend
enforcement action to the Commission if Morgan Stanley omits the proposal from its
proxy materials in reliance on rule 14a-8(i)(3). In reaching this position, we have not
found it necessary to address the alternative bases for omission upon which Morgan
Stanley relies.

Sincerely,

Matt S. McNair
Special Counsel



DIVISION OF CORPORATION FINANCE o
INFORMAL PROCEDURES REGARDING SHAREHOLDER PROPOSALS

The Division of Corporation Finance believes that its responsibility with respect to
matters arising under Rule 14a-8 {17 CFR 240.14a-8], as with other matters under the proxy
rules, is to aid those who must comply with the rule by offering informal advice and suggestions
and to determine, initially, whether or not it may be appropriate in a particular matter to_
recommend enforcement action to the Commission. In connection with a sharcholder proposal
" under Rule 14a-8, the Division’s. staff considers the information furnished to it by the Company
in support of its intention to exclude the proposals from the Company’s proxy materials, as well
as any mformatron furmshed by the proponent or-the proponent s representatrve

Although Rule 14a-8(k) does not require any commumcatrons from shareholders to the
Commrssxon s staff; the staff will always consider information concerning alleged violations of
' the statutes administered by the- Commission, including argument as to whether or not activities
proposed to be taken would be violative of the statute or rule involved. The receipt by the staff '
of such information, however, should not be construed as changing the staff’s informal
procedures and proxy review into a formal or adversary procedure.

It is important to note that the staff’s and Commission’s no-action responses to -
Rule 14a-8(j) submissions reflect only informal views. The determinatiions“reached in these no-
action letters do not and cannot adjudicate the merits of a company’s position with respect to the
proposal. Only a court such as a U.S. District Court can decide whether a company is obligated
.. to include shareholder proposals in its proxy materials: Accordingly a discretionary
. determination not to recommend or take Commission enforcement action, does not- preclude a
proponent, or any sharehelder of a-company, from pursuing any rights he or shc may have against
the company in court, should the management omit the proposal from the company S.proxy
material. :
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Marc O. Williams

Davis Polk & Wardwell LLP 212 450 6145 tel

450 Lexington Avenue 212 701 5843 fax

New York, NY 10017 marc.williams@davispolk.com
February 13, 2013

Office of Chief Counsel

Division of Corporation Finance
Securities and Exchange Commission

100 F Street, NE

Washington, D.C. 20549

via email: shareholderproposals@sec.gov

Ladies and Gentlemen:

On January 7, 2013, we submitted a letter (the “No-Action Request™) on behalf of
Morgan Stanley, a Delaware corporation (the “Company”), notifying the Staff of the Division of
Corporation Finance (the “Staff”) that the Company intends to omit from the proxy materials it
intends to distribute in connection with its 2013 Annual Meeting of Shareholders (the “2013
Proxy Materials”) the shareholder proposal and supporting statement (the “Proposal’)
submitted by the AFSCME Employees Pension Plan and CtW Investment Group (collectively,
the “Proponents”) on December 5, 2012 (from AFSCME Employees Pension Plan) and
December 7, 2012 (from CtW Investment Group).

The No-Action Request indicated the Company’s belief that the Proposal could be
excluded from the 2013 Proxy Materials pursuant to Rule 14a-8(i)(3) because the Proposal is
impermissibly vague and indefinite so as to be misleading in violation of Rule 14a-9, Rule 14a-
8(i)(7) because the Proposal deals with matters relating to the ordinary business operations of the
Company and Rule 14a-8(i)(10) because the Company has already substantially implemented the
Proposal.

On February 6, 2013, AFSCME Employees Pension Fund (“AFSCME”) submitted a

- letter to the Staff responding to the No-Action Request (the “Response Letter”) and disagreeing
with the Company’s arguments that the Proposal is excludable under Rules 14a-8(i)(3),
14a-8(i)(7) and 14a-8(i)(10). For the reasons discussed below and in the No-Action Request, the
Company continues to believe that the Proposal may be excluded. A copy of this letter is being
sent simultaneously to the Proponents.

(NY) 14018/185/COR12/afscme.response.docx
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1. The Company may omit the Proposal pursuant to Rule 14a-8(i)(3) because it is
impermissibly vague and indefinite so as to be misleading in violation of Rule 14a-9.

The Response Letter asserts that “Bank of America urges that a purported conflict
between the supporting statement and the resolved clause renders the Proposal misleading and
thus excludable, based on the false premise that the supporting statement focuses exclusively on
asset divestitures and downsizing and that assets sales never require stockholder approval under
Delaware law.” See Response Letter, p. 5. Perhaps Bank of America did make this assertion.
However, Morgan Stanley did not. Rather, the No-Action Request stated that the resolution
contained in the Proposal is itself internally inconsistent because it defines extraordinary
transactions as those “for which stockholder approval is required under applicable law or stock
exchange listing standards,” while also specifying that the Stockholder Value Committee’s
review of extraordinary transactions should include transactions “resulting in the separation of
one or more businesses.” As noted in the No Action Request, the separation of a business would
only require the approval of the Company’s stockholders in the exceptional case where the
separation involved a sale of all or substantially all of the Company’s assets.

The Response Letter not only fails to resolve the internal contradiction in the Proposal, it
actually adds to the confusion. For example, the Response Letter claims that “[s]tockholders
voting on the Proposal would understand that the Proposal asks Morgan Stanley to analyze and
report on larger transactions...not run-of-the-mill small asset divestitures.” See Response Letter,
p. 6. But this appears to simply be the Proponents struggling to create an internally consistent
interpretation of the Proposal after the fact. Many — if not most — “larger transactions” would not
require a stockholder vote under Delaware law because they would not constitute a sale of all or
substantially all of the Company’s assets.! Moreover, if the Proponents truly intended for the
Proposal to address only a sale of all or substantially all of the Company’s assets, presumably
they would have drafted the Proposal to state that explicitly. Consider as well the practical
implications of the position advocated in the Response Letter: because, as the Proponents
acknowledge, the “all or substantially all”” analysis under Delaware law is not a bright line test,
reading the Proposal as now urged by the Proponents would require the Stockholder Value
Committee to first determine what potential transactions meet this complex legal standard and
then move on to a consideration of just those transactions while excluding other transactions that
would not satisfy these technical legal requirements. It is hard to imagine any board of directors
functioning in that manner.

Although the Response Letter focuses in particular on the all or substantially all
requirement under Delaware law, in fact the Proposal provides a definition of “extraordinary
transaction” that is much broader: transactions “for which stockholder approval is required under
applicable law or stock exchange listing standard.” See Response Letter, p. 6. Neither the
Proposal nor the Response Letter addresses what other “applicable law” might be relevant or
how the NYSE listing standards are at all relevant. As the No-Action Request stated, the Staff

! For example, the Company’s 2009 sale of its retail asset management business in a transaction valued at
$1.5 billion did not require stockholder approval.

(NY) 14018/185/COR12/afscme.response.docx



has consistently permitted the exclusion of proposals that impose a standard by reference to a
particular set of guidelines when the proposal and the supporting statement fail to described the
substantive provisions of those guidelines. In response, AFSCME argues that it is unrealistic to
expect that the applicable standard could be described within a 500-word shareholder proposal.
But that is an argument devoid of legal content, a fact which the Proponents apparently recognize -
as they do not have any citations in support of their position. (In this regard, we note that

footnote 2 in the Response Letter, which describes academic studies of takeover defenses, has no
discernible relevance to the Proposal or the arguments made by the Proposal in the Response
Letter.)

The Response Letter also dismisses the Staff’s recent guidance on the similar subject of
references to websites in Staff Legal Bulletin No. 14G as “inapposite” because the “Proposal
does not refer stockholders to an external website.” However, we continue to believe that the
Staff’s reasoning in that bulletin applies equally to the Proposal. As noted in the No-Action
Request, the Proposal is even more vague than a proposal that references an external website.
When a website is provided, stockholders at least know where to look for clarifying information.
By contrast, the Proposal does not offer the Company and its stockholders even such minimal
direction. Not only is the substance of the law and stock exchange listing standard missing from
the Proposal, but the Proposal does not even describe which applicable law or stock exchange
listing standards are relevant so that stockholders could research the matter for themselves.

For these reasons and the reasons stated in the No-Action Request, the Company
continues to believe that the Proposal may be excluded under Rule 14a-8(i)(3).

2. The Company may omit the Proposal pursuant to Rule 14a-8(i)(7) because it deals
with matters relating to the Company’s ordinary business operations.

The Response Letter argues that the Proposal “unambiguously” requests that the
Stockholder Value Committee explore extraordinary transactions and that the Company’s
argument that the Proposal includes non-extraordinary transactions “ignores the plain language
of the Proposal.” See Response Letter, p. 2. As discussed above, the Proposal is anything but
“unambiguous.” In fact, a plain reading of the Proposal indicates that the Proposal relates to
both extraordinary and non-extraordinary transactions. The only specific types of transactions
identified by the Proposal are transactions “resulting in the separation of one or more businesses,
but these are the same types of transactions that the Staff has previously determined relate, in
part, to non-extraordinary transactions. See Telular Corp. (December 5, 2003); Sears, Roebuck
and Co. (February 7,2000). The Staff has consistently expressed that where a proposal seeks to
maximize stockholder value by considering both extraordinary and non-extraordinary
transactions, the proposal may be excluded. While the Response Letter goes on at length about
how a sale of substantially all of the company’s assets is a transaction that requires stockholder
approval and therefore could be read to fall under the definition of a transaction that would result
“in the separation of one or more business,” the Proposal on its face includes non-extraordinary
transactions as well. Accordingly, the Proposal relates to both ordinary and extraordinary
transactions and may be excluded pursuant to Rule 14a-8(i)(7).

»
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The Response Letter also takes issue with the argument that the Proposal is excludable
based on its disclosure requirements. However, the Response Letter mischaracterizes the
rationale included in the No-Action Request. It is not the mere requirement of disclosure set
forth in the Proposal that renders it excludable; rather, it is the risk that the disclosure required by
the Proposal could undermine both the Stockholder Value Committee’s work and the Company’s
businesses by forcing untimely public disclosure of sensitive information about the Company’s
strategic plans. Protecting against this type of destructive disclosure is among the reasons why
stockholders rely on management to judge what (and when) disclosure is appropriate in
accordance with the Company’s obligations under the securities laws.

The Response Letter also argues that the 120-day deadline imposed by the Proposal for
the Stockholder Value Committee to publicly report its findings does not constitute
micromanagement giving rise to a basis for exclusion. The Proposal, according to the Response
Letter, “simply asks that that analysis and report on extraordinary transactions be provided to
stockholders within a reasonable amount of time...” See Response Letter, p. 5. However, this
argument assumes the conclusion, i.e., that 120 days is a reasonable amount of time for a
committee of directors to perform a complex review of the Company’s strategy and recommend
courses of action. By imposing an arbitrary deadline on the very complex assignment that they
have proposed, the Proponents have failed to provide the necessary flexibility to allow directors
to complete a thoughtful, thorough review and enhanced the risk that the Company will be
required to make untimely disclosures of confidential information and plans.

For these reasons and the reasons stated in the No-Action Request, the Company
continues to believe that the Proposal may be excluded under Rule 14a-8(i)(7).

3. The Company may omit the Proposal pursuant to Rule 14a-8(i)(10) because it has
been substantially implemented.

The Response Letter argues that the Proposal has not been substantially implemented
because the continuous strategic review of the Company’s business described in the No-Action
Request is conducted by “the full board”, not “a subgroup of the board” consisting of a
committee of independent directors. See Response Letter, p. 8. In response, the Company notes
that, first, as stated in the No-Action Request, a company need not comply with every detail of a
proposal in order to exclude it under Rule 14a-8(i)(10); differences between a company’s actions
and the proposal are permitted so long as such actions satisfactorily address the proposal’s
underlying concerns. See, e.g., Anheuser-Busch Cos., Inc. (January 17, 2007); Masco
Corporation (March 29, 1999) (permitting exclusion of proposal because the company had
“substantially implemented” the proposal by adopting a version of it with slight modifications
and a clarification as to one of its terms). Second, the Company notes that the Proponents have
not identified any reasons why the subject matter of the Proposal is appropriate for consideration
solely by independent directors. Third, in any event, the Company’s Board of Directors is
composed of a substantial majority of independent directors, and the Board regularly meets in
executive session, with only non-management directors present, to discuss the Company’s
strategy. Finally, we note that it is a strange argument indeed to complain that more, rather than
fewer, of the Company’s directors have provided considerable attention to the very issues raised
by the Proposal. Conversely, the Company believes that matters of strategy are at the heart of

4
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the Board’s responsibilities to stockholders and, accordingly, that they are best considered by the
entire Board.

The Response Letter also complains that the Proposal has not been substantially
implemented because the Company has not issued a specific report, characterizing the
Company’s prior disclosure in this area as “piecemeal.” See Response Letter, p. 8. The
Company’s disclosure to the public about these topics, however, is anything but “piecemeal,” as
even a cursory review of the materials included as Exhibits B, C, D and E to the No-Action
Request makes clear. As noted in the No-Action Request, the Company’s senior management
regularly deliver detailed presentations to investors to update them on the Company’s strategy
and its progress in executing that strategy. Indeed, even since the submission of the No-Action
Request the Company has continued to updated investors on the Company’s strategy. For
example, the Company filed as Exhibit 99.3 to its Current Report on Form 8-K dated January 18,
2013, a thirteen page presentation made by the Company’s Chairman and Chief Executive
Officer to update stockholders on the Company’s strategy to drive higher returns and actions that
the Company has taken to execute that strategy, which is attached as Exhibit A.

For these reasons and the reasons stated in the No-Action Request, the Company
continues to believe that that the Proposal may be excluded under Rule 14a-8(i)(10).

(NY) 14018/185/COR12/afscme.response.docx



CONCLUSION

For these reasons and the reasons stated in the No-Action Request, the Company
continuies to believe that the Propesal may be properly excluded from thc 20] 3 Prox ' Matenals
Please contact the undersigned at (21 | 450-614 Al ay k.com S
should have any questions or need additienal mformatlon

Respeptfully'yours,

Miare 0 Williams
Attachment
ccw/att: * Martin Cohen, Corporate Secretary, Morgan

Jeanne Greeley O’Regan, Deputy Corporate
Secretary, Morgan Stanley

Charles Jurgonis, Plan Secretary for AFSCME
Employees Pension Plan

Richard Clayton, Director of Research, CtW
Investment Group

(NY) 14018/185/COR I2/afscmni xésporisé. docx
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Exhibit A

Strategic Update Presentation
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Exhibit 99.3

Morgan Stanley

- James P. Gorman, Chairman and Chief Executive Officer




Please note this presentation is available at www.morganstanley.com.

Morgan Stanley




Strategic Plan to Drive Higher Returns
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Morgan Stanley

Strategic

Update

James P. Gorman, Chairman and Chief Executive Officer

January 18,2013
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EMPLOYEES PENSION PLAN

"February 6, 2013

VIA EMAIL (shareholderproposals@sec.gov)

Securities and Exchange Commission
Division of Corporation Finance -
Office of Chief Counsel

100 F Street, NE

Washington, DC 20549

Re: Stockholder proposal of AFSCME Employees Pension Plan and CtW Investment
Group; request by Morgan Stanley for no-action determination

Dear Sir/Madam:

Pursuant to Rule 14a-8 under the Securities Exchange Act of 1934, the
AFSCME Employees Pension Plan (the “Plan™) and the CtW Investment Group
(together with the Plan, the “Proponents™) submitted to Morgan Stanley (“Morgan
Stanley” or the “Company™) a stockholder proposal (the “Proposal™) asking Morgan
Stanley’s board to appoint a committee (the “Stockholder Value Committee™) to
explore extraordinary transactions that could enhance stockholder value, including but
not limited to an extraordinary transaction resulting in the separation of one or more of
Morgan Stanley’s businesses, and to report its findings to stockholders no later than
120 days after the 2013 annual meeting of stockholders.

In aletter dated January 7, 2013 (the “No-Action Request”), Morgan Stanley
stated that it intends to omit the Proposal from its proxy materials being prepared for
the 2013 annual meeting. Morgan Stanley claims that it may exclude the Proposal
pursuant to (a) Rule 14a-8(i)(7), as relating to Morgan Stanley’s ordinary business
operations; (b) Rule 14a-8(i)(3), on the ground that the Proposal is materially false or
misleading; and (c) Rule 14a-8(i)(10), as substantially implemented. 4

As discussed more fully below, Morgan Stanley has not met its burden of
establishing its entitlement to rely on any of those exclusions. Accordingly, we

American Federation of State, County and Municipal Employees, AFL-CIO
TEL (202) 775-8142  FAX (202) 785-4606 1625 L. Streer, N.W., Washington, D.C. 20036-5687




 respectfully ask the Division to decline to grant the relief requested by the Company.

The Proposal

" The Proposal states:
“Resolved, that stockholders of Morgan Stanley urge that:

1. The Board of Directors should promptly appoint a committee (the
“Stockholder Value Committee™) composed exclusively of independent .
directors to explore extraordinary transactions that could enhance
stockholder value, including but not limited to an extraordinary transaction
resulting in the separation of one or more businesses. :

2. The Stockholder Value Committee should publicly report on its ﬁndmgs to
the stockholders no later than 120 days after the 2013 Annual Meeting of -
Stockholders.

3. Incarrying out its evaluation, the Stockholder Value Committee should avail
itself of such independent legal, investment banking and such other third
party advisers as the Stockholder Value Committee determines is necessary

. or appropriate in its sole discretion.

An “extraordinary transaction’ is a transaction for which stockholder approval is
required under applicable law or stock exchange listing standard.” :

The Proposal Does Not Deal With Morgan Stanley’s Ordinary Business

-Operations Because it Focuses Solely on Extraordinary Transactmns, ‘Which
Transcend Ordinary Business

Morgan Stanley urges that it is entitled to exclude the Proposal in reliance on -
Rule 14a-8(i)(7), which allows omission of a prbposal if it “deals with a matter relating
to the company s ordinary business operations.” Morgan Stanley offers several
arguments in support of its claim that the Proposal deals w1th ordinary business, none
of which has merit. :

F1rst, Morgan Stanley generally contends that the Proposal relates to non-
extraordinary transactions and that the Staff has consistently viewed such non-
. extraordinary transactions as supporting exclusion. This argument ignores the plain
language of the Proposal. The resolved clause unambiguously asks that a board
Stockholder Value Committee “explore extraordinary transactions that could enhance
stockholder value, including but not limited to an extraordinary transaction resulting in
- the separation of one or more businesses.” (emphasis added) The resolved clause
defines an “extraordinary transaction” as one requiring stockholder approval. -

Morgan Stanley asserts that unless the Proposal asks the Company to undertake
~ a“specific extraordinary transaction,” it may be excluded on ordinary business
grounds. (See No-Action Request, at 7) Morgan Stanley points to no determination,
and the Proponents are not aware of any, requiring that a proposal specify a particular




extraordinary transaction in order to avoid exclusion on ordinary business grounds,
particularly if it is otherwise clear that the proposal is intended to address only
extraordmary transactions.

To be sure, proposals pressing spec1ﬁca11y for a sale or merger of a company
have withstood ordinary business challenge, with the Staff reasoning that they involve
only extraordinary transactions and thus transcend day-to-day business operatlons
(See, e.g., National Technical Systems, Inc. (Mar. 29, 2011) (proposal urging that the
company “immediately hire an investment banking firm to initiate a search for a buyer
of the company in order to maximize shareholder value”)) But a proponent should not
be required to suggest a specific extraordinary transaction in order to put forth a
proposal involving only extraordinary transactions, especially where, as here, the
Proponents believe that the company’s size and, complexity defy simple solutions and
that the board, with its superior access to information, is in a better position to explore
possible transactions and report to stockholders on that analysis. The Proponents are
not wedded to any particular type of extraordinary transactlon, and the Proposal’s
language reflects that openness.

Morgan Stanley likens the Proposal to proposals urging the maximization of
stockholder value, which the Staff has permitted companies to exclude. But the
excludable “maximize stockholder value” proposals in the determinations cited by
Morgan Stanley are easily distinguished from the Proposal because they explicitly or
implicitly encompassed non-extraordinary transactions. Some proposals asked the
board to explore strategic alternatives to maximize value, including one or more _
extraordinary transactions such as a sale or merger, but did not limit the scope of the
proposal to extraordinary transactions. The Staff concluded that the language of those
proposals was sufficiently broad to bring in non-extraordinary transactions, even
though no specific non-extraordinary transaction was mentioned. (See, e.g., Donegal
Group Inc. (Feb. 16, 2012); Central Federal Corp. (Mar. 8, 2010)) Other proposals,
such as the one submitted at Telular Corp. (Dec. 5, 2003), explicitly included non-
extraordinary transactions within the board committee’s mandate: The proposal in
PepsiAmericas, Inc. (Feb. 11, 2004), simply directed management to “pursue the
company’s objective to maximize shareholder value,” which was deemed to encompass
non-extraordinary transactions. -

In a related argument, Morgan Stanley claims that the Proposal relates to non-
extraordinary transactions because it includes within the scope of the Stockholder
Value Committee’s review a type of transaction—an “extraordinary transaction
resulting in the separation of one or more businesses”—:that Morgan Stanley asserts
would never qualify as an extraordinary transaction because such a transaction would
not require stockholder approval. This overstates applicable law. Although it is true
that small divestitures and spin-offs do not generally require stockholder approval, a
merger or sale of all or substantially all of a company’s assets does require stockholder
approval under Delaware law. ’

Delaware courts have used a multi-factor analysis, incorporating both




quantitative and qualitative considerations, in determining whether an asset sale
requires shareholder approval. (See Gimbel v. Signal Cos., 316 A.2d 599 (Del. Ch.),
aff’d, 316 A.2d 619 (1974)) In one case, a Delaware court held that stockholder
approval was required for a sale of assets constituting 51% of the corporation’s assets,
44.9% of its revenues and 52.4% of its operating income. (Katz v. Bregman, 431 A.2d
1274 (Del. Ch.), appeal refused sub nom, Plant Indus. v. Katz, 435 A.2d 1044 (Del.
1981)) The Proposal clearly contemplates that only divestitures that rise to an
extraordinary level would be within the purview of the Stockholder Value Committee’s
analysis, and, for that reason, the Proposal is limited to extraordinary transactions.

A recent determination supports the principle that, where a proposal does limit
its focus strictly to extraordinary transactions, exclusion is inappropriate. In Hampden
Bancorp, Inc. (Sept. 5, 2012), the proposal asked that the board “explore avenues to
enhance shareholder value through an extraordinary transaction (defined here as a
transaction not in the ordinary course of business operations) including but not limited
to selling or merging Hampden Bancorp with another institution.” Hampden Bancorp
argued, among other things, that the proposal implicated the company’s ordinary
business operations due to its discussion of shareholder value maxirnization. The
proponent countered that the plain language of the resolved clause limited the
proposal’s coverage to extraordinary transactions: The Staff declined to grant relief.

Morgan Stanley also incorrectly argues that the public disclosure contemplated
by the Proposal runs afoul of the ordinary business exclusion, claiming that “proposals
that companies disclose specific information beyond what is legally required” are
excludable on ordinary business grounds. (See No-Action Request, at 9) Decisions

regarding disclosure, Morgan Stanley claims, are a “core management function.” (Id.)

In this regard, Morgan Stanley misrepresents the Staff’s approach to proposals
seeking disclosure. There is no blanket prohibition on asking for disclosure beyond
legal requirements; indeed, in numerous determinations the Staff has declined to allow
exclusion on ordinary business grounds of proposals that asked for disclosure beyond
legal requirements, so long as the subject of the report does not relate to the company’s
ordinary business. The Commission adopted this approach in Exchange Act Release
No..20091 (Aug. 16, 1983), abandoning a policy of allowing exclusion of proposals
asking issuers to report on specific aspects of their business. In that release, the
Commission directed that “[h]enceforth, the staff will consider whether the subject
matter of the special report or the committee involves a matter of ordinary business; -
where it does, the proposal will be excludable under Rule 14a-8(c)(7) [the predecessor
to Rule 14a-8(i)(7)].” Because the subject of the Proposal is extraordinary transactions
and thus not ordinary business, the Proposal’s disclosure element does not support
exclusion. ’

Finally, Morgan Stanley urges that the Proposal’s 120-day time frame for the
Stockholder Value Committee’s report to stockholders constitutes micromanagement.
The company cites Exchange Act Release No. 40018 as supporting exclusion; that
release stated that “specific time-frames or methods for implementing complex




policies” may constitute micromanagement, but noted that not all proposals promoting
time-frames implicate ordinary business concerns. (Exchange Act Release No. 40018
(May 21, 1998)) :

The determinations cited in the proposing release preceding Release 40018
shed light on the kinds of time-frames the Commission saw as problematic: One
proposal “sought to establish the interval” between share repurchases and the other
“sought to impose earlier timetable for cessation of CFC production” by a chemical
company. (Exchange Act Release No. 39093, fn. 79 (Sept. 18, 1997)) Unlike those
proposals, the Proposal does not seek to alter the timing of a day-to-day management -
activity, such as share repurchases or.product discontinuance. Instead, the Proposal
simply asks that the analysis and report on extraordinary transactions be provided to '
stockholders within a reasonable amount of time after Morgan Stanley’s annual
meeting.

To conclude, the Proposal does not deal with Morgan Stanley’s ordinary
business operations. Its scope is explicitly limited solely to extraordinary transactions,
a subject the Staff has consistently found to transcend ordinary business. That the
Proposal asks for a report on the Stockholder Value Committee’s analysis, which itself -
addresses only non-ordinary business matters, does not render it excludable. The focus
on extraordinary transactions requiring stockholder approval means that, by definition,
the Proposal does not address day-to-day management matters or complex subjects
unsuited for stockholder consideration. Accordingly, we respectfully ask that Morgan
Stanley not be permitted to exclude the Proposal in reliance on Rule 14a-8(i)(7).

The Proposal’s Clear Focus on Extraordinary Transactions Means That Both
Stockholders and Morgan Stanley Can Tell What the Proposal Seeks to Do

Morgan Stanley claims that the Proposal is excessively vague and thus

- excludable pursuant to Rule 14a-8(i)(3) as materially false or misleading. Speclﬁcally,
Bank of America urges that a purported conflict between the supporting statement and
the resolved clause renders the Proposal misleading and thus excludable, based on the
false premises that the supporting statement focuses exclusively on asset divestitures
and downsizing and that asset sales never require stockholder approval under Delaware
law. As discussed above, the supporting statement and the resolved clause are-
consistent in that they both refrain from promoting any particular extraordinary
transaction. As well, under some circumstances, Delaware law requires stockholder |
approval when a divestiture involves all or substantially all of a company’s assets.!

- Therefore, there is no conflict between the Proposal’s supporting statement and its
resolved clause and no basis for exclusion pursuant to Rule 14a-8(i)(3).

: Morgan Stanley’s reliance on determinations involving “a misapplication or misunderstanding of
Delaware law™ is misplaced here. Those proposals either asked for actions that could not be taken under
Delaware law (Jefferies Group, Inc. (Feb. 11, 2008) (requesting that management submit and support
proposals in a proxy statement, which could only be done by the board) or misrepresented some aspect
of Delaware law (Newell Rubbermaid (Feb. 2, 2012) (suggesting that Delaware law set an ownership
threshold for shareholders seeking to ¢all a special meeting)). The Proposal does neither of those things.




Morgan Stanley also contends that the Proposal defines a key term—
extraordinary transaction—by reference to an outside standard, being subject to
stockholder approval, without explaining that standard. Given the various potential
transactional forms, it is unrealistic to expect that all transactions for which stockholder
approval might be required must or could be described within a 500-word stockholder
proposal. The absence of a bright-line standard under Delaware law, for example, for
when stockholders must approve a sale of all or substantially all of a corporation’s
assets would compound the difficulty of that task. Stockholders voting on the Proposal
would understand that the Proposal asks Morgan Stanley to énalyze and report on
larger transactions the Company might undertake—not run-of-the-mill small asset -
divestitures—with a view toward maximization of stockholder value.

In support of its claim that the Proposal is excessively vague, Morgan Stanley
points to Staff comment letters to registrants in which the Staff has suggested that
references to laws should be defined or described. Such Staff guidance is inapposite to
the current context and should not be dispositive here. Information in registration
statements is put to a different use than the information contained in a proposal
included in a proxy statement. Potential investors use registration statements to assess
the risks associated with investing in a company’s securities. A registrant’s disclosure
regarding, for example, stockholder rights, like that on which the Staff commented to
Acadia Healthcare Company (see No-Action Request, at 6), is indispensable in '
informing potential investors prior to making investment decisions, allowing investors

- to assess the extent to which a company’s management and board are accountable to

stockholders, which studies have shown is associated with firm value and
performance.? Such information forms a key part of many investors® investment due
diligence and thus should be required to be disclosed in sufficient detail in the
document used as the basis for the investment decision.

The Staff Comment Letter to Fort Pitt Capital Funds, citéd by Morgan Stanley,
supports this distinction, when viewed together with subsequent correspondence and
the ensuing proxy statement. It is true that the Staff called “as permitted by the 1940
Act” vague when used to describe the circumstances under which the fund would issue

“securities senior to the fund’s presently authorized shares. However, the Staff did not

require the fund to change the disclosure. Instead, the Staff asked for “supplemental”

% The academic Literature provides strong support for the proposition that companies with more
takeover defenses underperform. A 2005 Harvard study by Lucian Bebchuk and Alma Cohen found that
staggered boards are associated with a lower firm value (as measured by Tobin’s Q) and found evidence
that staggered boards may bring about, not merely reflect, that lower value (Bebchik and Cohen, 2005).
A 2002 study which included all hostile bids from 1996 through 2000 found that an “effective staggered
board”—a classified board plus provisions that disable shareholders from changing control of the board
in a single election despite the classification—doubles the odds that a target company will remain
independent, without providing any countervailing benefit such as a higher acquisition premium _
(Bebchuk, Coates and Subramanian, 2002). A 2007 study found firms with classified boards are more
likely to be associated with value-decreasing acquisition decisions (Masulis, Wang and Xie, 2007) while
another 2007 study found classified boards are associated with loier sensitivity of compensation to
performance and lower sensitivity of CEO turnover to firm performance (Faleye, 2007).




- elaboration—i.e., additional information provided privately to the Staff—onthe
meaning of the phrase. The fund explained that it wanted to capture possible future
changes to the 1940 Act and did not wish to provide a description that could become
outdated. The Staff appears to have acquiesced in this desire, because the fund’s proxy
statement retains the “as permitted by the 1940 Act language” without further
definition. (See DEF14A of Fort Pitt Capital Funds filed on June 16, 2011, at page 4
(available at

http://www.sec.gov/Archives/edgar/data/l 158727/00008941 891 1002654/fort-
pitt_defl4a.htm))

Staff Legal Bulletin 14G’s discussion of external web sites, on which Morgan
Stanley also relies, is similarly inapposite. The Proposal does not refer stockholders to
an external website for information necessary to the voting decision.

The Proposal unambiguously asks Morgan Stanley’s board to analyze
extraordinary transactions to enhance stockholder value, defined as transactions
requiring stockholder approval. Stockholders voting on the Proposal will understand
that the Proposal intends to focus on non-ordinary course transactions, even without an
exhaustive discussion of when Delaware law and stock exchange listing standards
require stockholder approval Accordingly, exclusion in reliance on Rule 14a-8(i)(3) is
~ not appropriate. ,

Morgan Stanley Has Not Substantially Implemented the Proposal

. Morgan Stanley claims that it has substantially implemented the Proposal,
justifying omission pursuant to Rule 14a-8(i)(10). Although the company’s actions
need not be precisely the same ones requested by the proposal, the proposal’s essential
objective must be satisfied and the company’s actions must compare favorably to the

steps requested in the proposal in order to justify omission. (See Texaco, Inc. (Mar. 28,

1991))

Most fundamentally, Morgan Stanley concedes that it has not “issued a specific
report relating to potential extraordinary transactions, as advocated by the Proposal. . .
.” (No-Action Request, at 13) The issuance of such a report following a review of
potential extraordinary transactions is the core of the Proposal. We believe that the
measures Morgan Stanley cites in support of substantial implementation cannot be said
to satisfy the Proposal’s essential objectives absent this focused review and analysis. -

Morgan Stanley claims that its board has engaged in a review, on an ongoing
basis, regarding strategic alternatives and the best way to maximize stockholder value.

" Morgan Stanley lists a number of steps it has taken in furtherance of the strategy being .

pursued by the board. (See No-Action Request, at 11)

Morgan Stanley does not assert, however, that its ongoing review is conducted
by a committee of independent directors, as requested by the Proposal. Instead, the
ongoing review is conducted as one of many general responsibilities of the full board.




The Proposal’s purpose for constituting the Stockholder Value Committee would be to
create a subgroup of the board able to focus intensively on reviewing and reporting on
extraordinary transactions. That the full board already considers strategy and
transactions, along with its numerous other responsibilities, does not constitute
substantial implementation of this element of the Proposal.

As well, the Proposal focuses on initiating a review of potential extraordinary
transactions going forward from today, culminating in a report to stockholders of the
Stockholder Value Committee’s analysis. Transparency regarding the Stockholder
Value Committee’s analysis is an important element of the Proposal. Thus, the
measures already taken by Morgan Stanley pursuant to past decisions of the board
regarding strategy do not satisfy the Proposal’s goal, nor does piecemeal disclosure
regarding those actions.

The steps Morgan Stanley has taken fall far short of substantially implementing
the Proposal. Morgan Stanley has not given responsibility for a prospective review of
extraordinary transactions to a dedicated and independent board committee. No
forward-looking review has been conducted. No report on such a review has been

" produced. Accordingly, Morgan Stanley has not met its burden of estabhshmg its

en’ﬂtlement to rely on Rule 14a-8 (1)(10) to exclude the Proposal.

* % ok k-

Morgan Stanley has not established that it is entitled to omit the Proposal in

. reliance on any of the bases it cites in the No-Action Request. Accordingly, we

respectfully ask that the Company’s request for relief be denied.

We appreciate the oppoft‘lmity to be of assistance in this matter. If you have any

questions or need additional information, please do riot hesitate to contact me.

' Very truly yours,

cc:  Marc O. Williams
Davis Polk
Marc.williams@davispolk.com

Richard Clayton Director of Research
CtW Investment Group
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January 7, 2013

Office of Chief Counsel

Division of Corporation Finance
Securities and Exchange Commission

100 F Street, NE

Washington, D.C. 20549

via email: shareholderproposals@sec.gov

Ladies and Gentlemen:

On behalf of Morgan Stanley, a Delaware corporation (the “Company”), and in
accordance with Rule 14a-8(j) under the Securities Exchange Act of 1934, as amended (the
“Exchange Act”), we are filing this letter with respect to the shareholder proposal and
supporting statement (the “Proposal”) submitted by the AFSCME Employees Pension Plan and
CtW Investment Group (collectively, the “Proponents”) on December 5, 2012 (from AFSCME
Employees Pension Plan) and December 7, 2012 (from CtW Investment Group) for inclusion in
the proxy materials Morgan Stanley intends to distribute in connection with its 2013 Annual
Meeting of Shareholders (the “2013 Proxy Materials). The Proposal and related
correspondence are attached hereto as Exhibit A.

We hereby request confirmation that the Staff of the Division of Corporation Finance (the
“Staff’) will not recommend any enforcement action if, in reliance on Rule 14a-8, Morgan
Stanley omits the Proposal from the 2013 Proxy Materials. In accordance with Rule 14a-8(j),
this letter is being filed with the Securities and Exchange Commission (the “Commission”) not
less than 80 days before Morgan Stanley plans to file its definitive proxy statement.

Pursuant to Staff Legal Bulletin No. 14D (CF), Shareholder Proposals (November 7,
2008), question C, we have submitted this letter and any related correspondence via email to
shareholderproposals@sec.gov. Also, in accordance with Rule 14a-8(j), a copy of this
submission is being sent simultaneously to the Proponents as notification of the Company’s
intention to omit the Proposal from the 2013 Proxy Materials. This letter constitutes the
Company’s statement of the reasons it deems the omission of the Proposal to be proper.
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THE PROPOSAL
The Proposal asks that the shareholders of the Company adopt the following resolution:

Resolved, that stockholders of Morgan Stanley urge that:

1. The Board of Directors should promptly appoint a committee (the “Stockholder
Value Committee”) composed exclusively of independent directors to explore
extraordinary transactions that could enhance stockholder value, including but not
limited to an extraordinary transaction resulting in the separation of one or more
businesses.

2. The Stockholder Value Committee should publicly report its findings to the
stockholders no later than 120 days after the 2013 Annual Meeting of Stockholders.

3. In carrying out its evaluation, the Stockholder Value Committee should avail itself of
such independent legal, investment banking, and such other third party advisers as the
Stockholder Value Committee determines is necessary or appropriate in its sole
discretion.

An “extraordinary transaction” is a transaction for which stockholder approval is required under
applicable law or stock exchange listing standard. ’

REASONS FOR EXCLUSION OF PROPOSAL

The Company believes that the Proposal may be properly omitted from the 2013 Proxy
Materials pursuant to:

o Rule 14a-8(i)(3) because the Proposal is impermissibly vague and indefinite so as to be
misleading in violation of Rule 14a-9;

e Rule 14a-8(i)(7) because the Proposal deals with matters relating to the ordinary business
operations of the Company; and

e Rule 14a-8(i)(10) because the Company has already substantially implemented the
Proposal.

1. The Company may omit the Proposal pursuant to Rule 14a-8(i)(3) because it is
impermissibly vague and indefinite so as to be misleading in violation of Rule 14a-9.

Under Rule 14a-8(i)(3), a proposal may be excluded if “the proposal or supporting
statement is contrary to any of the Commission’s proxy rules, including Rule 14a-9, which
prohibits materially false or misleading statements in the proxy materials.” In Staff Legal
Bulletin No. 14B (CF) (September 15, 2004), the Staff stated that “reliance on [R]ule 14a-8(i)(3)
to exclude or modify a statement may be appropriate where . . . the resolution contained in the
proposal is so inherently vague or indefinite that neither the stockholders voting on the proposal,
nor the company in implementing the proposal (if adopted), would be able to determine with any
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reasonable certainty exactly what actions or measures the proposal requires . . . .” A proposal
may be vague, and thus misleading, when it fails to address essential aspects of its
implementation. See, e.g., Verizon Communications Inc. (February 21, 2008); and Capital One
Financial Corporation (February 7, 2003). Because the Proposal is internally inconsistent and
because it relies on an external set of guidelines that it does not define, the Proposal is vague and
misleading and should be excluded in reliance on Rule 14a-8(i)(3).

A. The Proposal is excludable pursuant to Rule 14a-8(i)(3) because it is vague
and subject to multiple interpretations such that neither shareholders in
voting on it nor the Company in implementing it would be able to determine
the specific requirements that the Proposal would impose.

The Proposal contains vague and internally inconsistent language that would leave both
the stockholders voting on the Proposal and the Company (if it were to attempt to implement the
Proposal) uncertain as to exactly what actions would be required to be taken if the Proposal were
approved. Accordingly, the Company may properly exclude the Proposal under Rule 14a-8(i)(3).

The Proposal falls squarely within the criteria for exclusion established by the Staff under
Rule 14a-8(i)(3). From the plain language of the Proposal, it is unclear what types of
transactions the Proposal would require the Stockholder Value Committee to explore and neither
the Proposal nor the supporting statement identifies any specific transactions that the Company
should consider. The Proposal defines extraordinary transactions as those “for which
stockholder approval is required under applicable law or stock exchange listing standard.” The
Company is a Delaware corporation listed on the New York Stock Exchange (“NYSE”). Under
Delaware law, the only transactions that would require a stockholder vote are a merger and a sale
of all or substantially all of the Company’s assets.” 8 Del. C. § 251, 271. In addition, the NYSE
listing rules require stockholder approval in certain specified circumstances.” However, the

! Other matters requiring a stockholder vote under Delaware law include amending the Company’s charter,
dissolving the Company, transfer or domestication of a Delaware corporation to a foreign jurisdiction and
converting the Company from a corporation to another legal entity, none of which would appear implicated by the

Proposal. 8 Del. C. § 242, 275, 390, 266.

2 The NYSE listing rules require stockholder approval in the following situations:

approval of equity compensation plans;

prior to the issuance of common stock or of securities convertible into or exercisable for common
stock, to directors, officers, substantial security holders of the Company, subsidiaries, affiliates
and certain others with whom a company has a close relationship;

e  prior to the issuance of common stock or securities convertible into or exercisable for common
stock if (x) the common stock has, or will have upon issuance, voting power equal to or in excess
of 20% of the voting power outstanding before the issuance of such stock or such securities
convertible into or exercisable for common stock or (y) the number of shares of common stock to
be issued is, or will be upon issuance, equal to or in excess of 20% of the number of shares of
common stock outstanding before the issuance of the common stock or of securities convertible
into or exercisable for common stock; and

e the issuance of stock that will result in change of control.

(...continued)



Proposal requires that the Stockholder Value Committee’s review of extraordinary transactions
include “an extraordinary transaction resulting in the separation of one or more businesses.” The
separation of a business cannot be an extraordinary transaction as defined by the Proposal
because it would not require a stockholder vote under Delaware law or the NYSE rules.® Asa
result of this internal contradiction in the Proposal, there are two distinct ways that the Proposal
could be interpreted and implemented. Under one interpretation, the Board would appoint a
special committee and instruct it to consider extraordinary transactions, as specifically defined
by the Proposal, as well as the separation of one or more businesses. Under the second
interpretation, the Board would appoint a special committee and instruct it to explore only
extraordinary transactions as specifically defined in the Proposal, disregarding the language in
the Proposal that calls for consideration of transactions that are not within this definition.
Because of the inconsistency embedded in the heart of the Proposal, there is no way for the
Board to know with reasonable certainty what responsibility to give the committee in order to
implement the Proposal, and similarly there is no way for stockholders to know with reasonable
certainty which mandate they would be supporting were they to vote for the Proposal.

The Staff has previously permitted the exclusion of proposals that were susceptible to
more than one interpretation, and the Staff does not require the recipient of the proposal to guess
at the proper interpretation. See, e.g., Prudential Financial (Feb. 16, 2006); Bank Mutual
Corporation, (Jan 11, 2005). In Bank Mutual Corporation, the Staff expressed the view that a
proposal urging that “a mandatory retirement age be established for all directors upon attaining
the age of 72 years” could be omitted in reliance on rule 14a-8(i)(3) because it was not clear (in
the Company’s words) “whether the Proponent intends to submit a proposal that requires all .
directors to retire after attaining the age of 72, or merely that a retirement age be set upon a
director attaining age 72.” Bank Mutual Corporation, (Jan 11, 2005). Likewise, in Fuqua
Industries, Inc. Mar. 12, 1991), the Staff explained that a “proposal may be misleading because
any action ultimately taken by the company upon implementation could be significantly different
from the actions envisioned by shareholders voting on the proposal.” This is precisely the case
at hand: because there are two different interpretations of the Proposal’s requirements, the Board
could implement the Proposal in a way that is different from what voting stockholders
anticipated. '

The Staff has also specifically allowed the exclusion of proposals in reliance on Rule
14a-8(i)(3) where, as is the case with the Proposal, a misapplication or misunderstanding of
Delaware law caused the proposal to be vague or misleading. See Jefferies Group, Inc. (Feb. 11,
2008) (excluding a proposal requesting that management submit and support certain proposals in
future proxy statements where such tasks are the province of the board of directors under
Delaware law); Newell Rubbermaid (Feb. 2, 2012) (excluding a proposal that was subject to

(continued...)
NYSE, Inc., Listed Company Manual §312.03.

? As noted above, a sale of all or substantially all of the assets of the Company would, of course, require
stockholder approval under Delaware law. However, the reference in the Proposal to a “separation of one or more
businesses” seems to contemplate a potential transaction that does not rise to this level — otherwise, the Proposal
would presumably have referred more specifically to a sale of the Company.



multiple interpretations because its language erroneously suggested that Delaware established a
minimum required stock ownership for stockholders to call special meetings). The vagueness
inherent in the Proposal similarly arises from an error concerning applicable law and stock
exchange regulation. Specifically, the Proposal suggests that the separation of a business
requires a stockholder vote, when, in fact, it does not.

Without additional guidance, shareholders could not be expected to understand with a
reasonable degree of certainty what the Proposal requires, and the Company could not be
expected to know with a reasonable degree of certainty what action is expected of it in order to
implement the Proposal. For the reasons stated above, the Company believes the Proposal is
impermissibly vague and indefinite and, therefore, may be excluded from the 2013 Proxy
Materials under Rule 14a-8(i)(3).

B. The Proposal is excludable pursuant to Rule 14a-8(i)(3) because it relies on
an external set of guidelines but fails to describe the substance of those
guidelines.

In reliance on Rule 14a-8(i)(3), the Staff has permitted the exclusion of proposals that—
like the Proposal—impose a standard by reference to a particular set of guidelines when the
proposal and the supporting statement failed to describe the substantive provisions of the
external guidelines. See Cardinal Health, Inc. (Jul. 6, 2012); Chiquita Brands International, Inc.
(Mar. 7, 2012); Dell Inc. (Mar. 30, 2012); Wellpoint, Inc. (Feb. 24, 2012); AT&T, Inc. (Feb. 16,
2010); Boeing Co. (Feb. 10, 2004). In particular, the Staff has repeatedly allowed the exclusion
of proposals that rely on a definition from the NYSE listing rules where that definition is not
included in the proposal. See Cardinal Health, Inc. (Jul. 6, 2012); Wellpoint, Inc. (Feb. 24,
2012). The Staff has also permitted companies to exclude proposals that refer to specific statutes
or SEC rules, without including their terms. See Dell Inc. (Mar. 30, 2012); Chiquita Brands
International, Inc. Mar. 7, 2012); AT&T, Inc. (Feb. 16, 2010). The Staff’s position in these
instances has rested on the notion that without being presented with the substance of these
definitions, statutes and rules, many stockholders would not understand the substance of the
proposal on which they were being asked to vote. The Staff has further agreed that the fact that
some stockholders may be familiar with the external guidelines referenced by a proposal did not
cure a proposal of vagueness. Chiquita Brands International, Inc. (Mar. 7,2012).

The Proposal is even more vague than proposals that the Staff has previously allowed to
be excluded. The Proposal defines “extraordinary transaction” by reference to transactions “for
which stockholder approval is required under applicable law or stock exchange standard.”
However, not only does the Proposal fail to describe the substance of the referenced applicable
law and listing standards, it does not even inform stockholders of which laws and listing
standards apply or where stockholders could learn what these requirements are. Accordingly,
stockholders who are not already familiar with the details of the stockholder voting requirements
under the legal and regulatory regimes governing the Company will not know what types of
transactions the Stockholder Value Committee would evaluate or how to find out what these
potential transactions are. Without this key information, neither stockholders in voting on the
Proposal nor the Company in implementing the Proposal will be reasonably certain of what the
Proposal requires.



The Proposal is distinguishable from other shareholder proposals that the Staff did not
deem vague despite their references to external guidelines. See Pepsico (Feb. 2, 2012); Reliance
Steel & Aluminum Co. (Feb. 2, 2012); General Electric Co. (Jan 10, 2012, recon denied Feb 1,
2012). Each of those proposals urged that the chairman of the board of directors be an
“independent director (by the standard of the New York Stock Exchange) who has not previously
served as an executive officer of [the] Company.” Those cases, however, are quite distinct from
the Proposal. First, in those cases the proposal at least referred to a specific external standard
(i.e., the independence standard of the New York Stock Exchange) which is readily ascertainable
whereas the Proposal contains only a general reference to applicable law and stock exchange
standards. Second, in those cases, the external standard was not central to the proposals, which
focused on whether the chairman had served as an executive officer. By contrast, the references
to applicable law and stock exchange listing standard lie at the heart of the Proposal because they
define the scope of what the Stockholder Value Committee is to explore and report on to
stockholders. Without understanding what is required under those external guidelines, the
Proposal has no substance, and neither stockholders nor the Company can be expected to know
what the Proposal calls for.

The Staff has also expressed the view in numerous comment letters to companies that
citations or references to laws in proxy and other filings must be defined or described so that
stockholders are armed with specific information about the substance of the referenced law. See,
e.g., Staff Comment Letter to Acadia Healthcare Company, Inc. (Aug. 10, 2011) (a Form S-4
Registration Statement which indicated that the company’s certificate of incorporation will
provide “the right to amend, alter, change, or repeal any provision contained therein in the
manner...prescribed by the laws of the State of Delaware” is “vague” and should be revised to
explain what Delaware law prescribes); Staff Comment Letter to Fort Pitt Capital Funds (June
14, 2011) (requesting that the company revise its preliminary proxy statement to clarify what the
company meant when using the phrase “as permitted by the 1940 Act” in explaining an
investment policy); Staff Comment Letter to Proteonomix, Inc. (Aug. 31, 2009) (a Form 10
Registration Statement that stated that the company’s governing documents indemnified “to the
fullest extent permitted by Section 145 of the Delaware General Corporation Law...each person
that such section grants us the power to indemnify” should be revised to disclose more
specifically which person are covered by Section 145). Consistent with the Staff’s comments on
companies’ proxies and other filings, the Proposal’s failure to provide stockholders with the
information necessary to understand “applicable law or stock exchange listing standard” results
in the Proposal being vague and misleading.

The Staff expressed an analogous view in Staff Legal Bulletin No. 14G, where it stated
that “[i]f a proposal or supporting statement refers to a website that provides information
necessary for shareholders and the Company to understand with reasonable certainty exactly
what actions or measures the proposal requires, and such information is not also contained in the
proposal or in the supporting statement, then we believe the proposal would raise concerns under
Rule 14a-8(i)(3) as vague and indefinite.” SEC Staff Legal Bulletin No. 14G (CF) (2012). Like
a proposal that refers stockholders to a website, the Proposal does not include all of the
information that the Company’s stockholders need to understand the substance of the Proposal.
However, the Proposal is even more vague than a proposal that includes a website. When a
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website is provided, stockholders at least know where to look for clarifying information. The
Proposal does not offer the Company and its stockholders even such minimal direction. As
discussed above, not only is the substance of the law and stock exchange listing standard missing
from the Proposal, but the Proposal also fails to tell stockholders which laws and listing
standards apply.. If a proposal that refers stockholders to a website can be excluded under Rule
14a-8(i)(3) for being vague and indefinite, so should a proposal that refers stockholders only to
applicable law and stock exchange listing standard be excludable in reliance on that rule.

2. The Company may omit the Proposal pursuant to Rule 14a-8(i)(7) because it deals
- with matters relating to the Company’s ordinary business operations.

Under Rule 14a-8(i)(7), a proposal may be excluded if it “deals with a matter relating to
the conduct of the ordinary business operations of the registrant,” provided that the proposal does
not have “significant policy, economic or other implications inherent in” it. Exchange Act
Release No. 34-12999 (November 22, 1976). In Exchange Act Release No. 34-40018 (May 21,
1998) (the “1998 Release”), the Commission stated that the general policy consideration behind
the 14a-8(i)(7) exclusion “is consistent with the policy of most state corporate laws: to confine
the resolution of ordinary business problems to management and the board of directors, since it is

-impracticable for shareholders to decide how to solve such problems at an annual shareholders
meeting” and that “[c]ertain tasks are so fundamental to management’s ability to run a company
on a day-to-day basis that they could not, as a practical matter, be subject to direct shareholder
oversight.” A proposal should be excluded under Rule 14a-8(i)(7) if the proposal “seeks to
‘micro-manage’ the company by probing too deeply into matters of a complex nature upon
which shareholders as a group, would not be in a position to make an informed judgment.”
Exchange Act Release No. 34-40018 (May 21, 1998). The 1998 Release further provides that
determinations as to whether proposals intrude on ordinary business matters “will be made on a
case-by-case basis, taking into account factors such as the nature of the proposal and the
circumstances of the company to which it is directed.”

A. The Proposal is excludable pursuant to Rule 14a-8(i)(7) because the Proposal
relates to the Board’s general obligation to maximize stockholder value and
relates to both extraordinary and non-extraordinary transactions.

The Staff has previously concluded that proposals related to the Board’s general
obligation to maximize stockholder value may be excluded under Rule 14a-8(i)(7). See Donegal
Group Inc. (February 16, 2012) (excluding a proposal requesting that the board appoint a
committee to explore strategic alternatives to maximize shareholder value under Rule 14a-
8(i)(7)); Central Federal Corp. (March 8, 2010) (same); Medallion Financial Corp. (May 11,
2004) (same); PepsiAmericas, Inc. (February 11, 2004) (excluding a proposal requesting that the
company’s board of directors “direct management to pursue the company’s objective to
maximize shareholder value™). In contrast, where a proposal requests that a company explore a
specific extraordinary transaction, the Staff has not concurred with the exclusion of the proposal.
See General Electric Co. (January 28, 2004) (stating that the a proposal that the company retain
an “investment bank to explore the sale of the company” cannot be excluded). The Staff’s
consistent principle has been that where the proposal seeks to maximize shareholder value by
considering both extraordinary and non-extraordinary transactions, the proposal may be excluded.

7



See Donegal Group Inc. (February 16, 2012); Central Federal Corp. (March 8, 2010); Medallion
Financial Corp. (May 11, 2004); Peregrine Pharmaceuticals, Inc. (July 31, 2007); Bristol-Myers
Squibb Co. (Feb. 22, 2006); Altigen Communications, Inc. (November 16, 2006). The Staff has
previously stated that proposals requesting spin-offs or the sales or parts or divisions of a
Company relate, in part, to non-extraordinary transactions. See Telular Corp. (December 5,
2003) (excluding a proposal to appoint a special committee to explore “strategic alternatives,”
including “a sale, merger, spinn-off [sic], split-off or divestiture of the Company or a division
thereof”); Sears, Roebuck and Co. (February 7, 2000) (excluding a proposal to retain an
investment bank to “arrange for the sale of all or parts of the company”). Furthermore, in
deciding whether a proposal can be excluded under Rule 14a-8(i)(7), the Staff has indicated that
the proposal may be “read together” with the supporting statement. See Pepsico, Inc. (March 3,
2011).

The Proposal does not relate to any specific transaction; rather, it proposes a general
course of action with an ultimate aim of maximizing stockholder value. The supporting ‘
statement requests that the Company “consider strategic alternatives™ to “reduce risk, simplify
the business and maximize the value generated by the [Clompany’s assets” and also raises
concerns about the “size and complexity” of the Company.” But these types of judgment —
decisions about the size and scope of the Company’s business —are at the very heart of the
judgments made by the Company’s Board of Directors and management in the conduct.of the
ordinary business operations of the Company. The Board continuously reviews the Company’s
strategic alternatives with the goal of maximizing shareholder value and, as described under
Section 3 below, has completed several transactions in recent years in furtherance of this goal.
In addition, although the Proposal mentions “extraordinary transactions,” as noted above, the
scope of transactions to which the Proposal relates is unclear and, in fact, the Proposal read
together with the supporting statement appears to relate to both extraordinary transactions (i.e.,
transaction that would require stockholder approval) and non-extraordinary transactions (i.e.,
transactions for which no stockholder approval would be required). The only specific types of
transactions identified by the Proposal are transactions “resulting in the separation of one or
more businesses”, but these are the same types of transactions that the Staff has previously
determined relate, in part, to non-extraordinary transactions. See Telular Corp. (December 5,
2003); Sears, Roebuck and Co. (February 7, 2000). Accordingly, the Proposal relates to both
ordinary and extraordinary transactions and may be excluded pursuant to Rule 14a-8(i)(7).

B. The Proposal is excludable pursuant to Rule 14a-8(i)(7) because decisions
regarding what information should be disclosed and when it should be
disclosed are day-to-day management decisions for any public company.

The Proposal advocates a requirement that the Stockholder Value Committee publicly
report its findings to the Company’s stockholders. To the extent that the Proposal, if adopted,
would mandate disclosure beyond that which is already required by applicable law and
regulations, the Proposal addresses matters that are at the heart of the day-to-day management
decisions of any public company. Accordingly, the Company believes that the Proposal may be
excluded pursuant to Rule 14a-8(i)(7).



The Staff has concurred in the exclusion of proposals that request that companies disclose
specific information beyond what is legally required as relating to ordinary business operations.
See, e.g., Citigroup (February 2, 2009) (proposal requesting disclosure of a written and detailed
CEO succession policy omitted under Rule 14a-8(i)(7)); AmerInst Insurance Group. Ltd. (April
14, 2005) (proposal requesting a company to provide a full, complete and adequate disclosure,
each calendar quarter, of the accounting of its line items of Operating and Management expenses
omitted under Rule 14a-8(i)(7)). Decisions regarding the type and amount of information to
disclose to the public, beyond what is legally required, are a core management function.
Disclosure decisions, which balance legal requirements, the need and right of shareholders to
receive information, confidentiality concerns and commercial considerations, among other
matters, are made by management based on the facts and circumstances of individual cases. By
requiring the Company to disclose the Stockholder Value Committee’s findings, the Proposal
would remove the Company’s discretion to resolve these “ordinary business problems” and
impose a one-size-fits-all approach on a complex decision making process. The disclosure
suggested by the Proposal has the potential to undermine the Stockholder Value Committee’s
work by making sensitive information about the Company’s strategic plans publicly available.
Once such information is widely known, it could be harder for the Company to pursue any
transactions that the Stockholder Value Committee had determined to be in the Company's best
interest. For example, were the Stockholder Value Committee to determine to pursue a
separation of a business (which the Proposal requires it to consider), it could be extremely
damaging to both the business to be separated and the sale process were premature disclosure
required to comply with the Proposal. It is specifically to protect against this type of destructive
disclosure that disclosure decisions are at the very heart of the types of judgments for which
stockholders rely on management.

In addition, the Proposal’s requirement that the Stockholder Value Committee “publicly
report its findings...no later than 120 days after the 2013 Annual Meeting of Stockholders” seeks
to micromanage the Company by imposing an arbitrary deadline on the Stockholder Value
Committee’s process. Evaluations of what actions the Company should take to “reduce risk,
simplify the business, and maximize the value generated by the [Clompany’s assets,” require
extensive discussion and consideration and the Board should not have an arbitrarily short
-deadline imposed on its process. In the 1998 Release, the Commission stated that a proposal
may be excluded under Rule 14a-8(i)(7) where it would “impose specific time-frames or
methods for implementing complex policies.” It is hard to imagine many decisions that would
be more complex than considering which business lines to retain or divest as the Proposal would
require the Stockholder Value Committee to consider. Furthermore, as discussed above, the
Stockholder Value Committee’s process will likely require consideration of confidential
information and the reporting obligation imposed by the Proposal may require disclosure of
confidential information.* By mandating a specific time-frame for the Stockholder Value
Committee to report its findings, the Proponent risks forcing disclosure of confidential

* We note that stockholder proposals requesting a report on a particular subject frequently provide that
confidential information should be omitted from such reports to avoid similar concerns. See, e.g., United Parcel
Services, Inc. (November 7, 2011); International Business Machines Corp. (November 13, 2011). Despite this well-
known practice, the Proponent failed to include a similar qualification in the Proposal.



information at a time that could be harmful to the Company. As discussed above, the disclosure
of confidential information at the wrong time could undermine the Company’s strategic plans by
providing sensitive information to competitors or jeopardize the Company’s ability to complete
the very types of transactions the Proposal directs the Stockholder Value Committee to explore.
It is also conceivable that at the end of the 120-day period, the members of the Stockholder
Value Committee may determine that they need more time to conduct a fully-informed process
and effectively report their findings to the Company’s stockholders. By imposing an arbitrary
deadline, the Proponent fails to provide the Stockholder Value Committee with the flexibility it
needs to conduct the complex process required by the Proposal before delivering the report.

For the reasons stated above, the Proposal is simply inconsistent with the policies and
criteria outlined in the 1998 Release. Accordingly, the Company believes the Proposal may be
excluded under Rule 14a-8(i)(7).

3. The Company may omit the Proposal pursuant to Rule 14a-8(i)(10) because it has
been substantially implemented. ‘

Rule 14a-8(i)(10) permits the Company to exclude a proposal if “the company has
already substantially implemented the proposal.” The Commission has stated that the
predecessor to Rule 14a-8(i)(10) “was designed to avoid the possibility of shareholders having to
consider matters which have already been favorably acted upon by management.” Exchange Act
Release No. 12598 (July 7, 1976). 1t is settled that a company need not comply with every detail
of a proposal in order to exclude it under Rule 14a-8(i)(10); differences between a company’s
actions and the proposal are permitted so long as such actions satisfactorily address the
proposal’s underlying concerns. See, e.g., Anheuser-Busch Cos., Inc. (January 17, 2007); Masco
Corporation (March 29, 1999) (permitting exclusion of proposal because the company had
“substantially implemented” the proposal by adopting a version of it with slight modifications
and a clarification as to one of its terms).

This understanding was reaffirmed in the 1998 amendments to the proxy rules that
implemented the current Rule 14a-8(i)(10), which confirmed that a proposal need not be fully
effected by the company in order to be excluded as substantially implemented. See Amendments
to Rules on Shareholders Proposals, Exchange Act Release No. 40018 (May 21, 1988) at n.30
and accompanying text. When a company can demonstrate that it has already taken actions to
address most elements of a shareholder proposal, the Staff has concurred that the proposal has
been “substantially implemented” and may be excluded. The Staff has maintained that “a
determination that the [clJompany has substantially implemented the proposal ‘depends upon
whether [the company’s] particular policies, practices, and procedures compare favorably with
the guidelines of the proposal.”” Symantec Corporation (June 3, 2010) (quoting Texaco, Inc.
(March 28, 1991)); see also The Procter & Gamble Company (August 4, 2010); Wal-Mart Stores,
Inc. (March 30, 2010). Therefore, substantial implementation is evaluated according to whether
the actions of the company satisfactorily address the “essential objective” of the proposal. See,
e.g., Anheuser-Busch Cos., Inc. (January 17, 2007); ConAgra Foods, Inc. (July 3, 2006);
Johnson & Johnson (February 17, 2006); see also Wal-Mart Stores, Inc. (March 30, 2010);
Caterpillar, Inc. (March 11, 2008); The Dow Chemical Co. (March 5, 2008).
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The Proposal asks that the Company appoint a committee to “explore extraordinary
transactions that could enhance stockholder value.” The supporting statement specifies that the
ultimate goal of any such transaction is to “reduce risk, simplify the business and maximize the
value generated by the Company’s assets”. However, the Board already has procedures in place
for considering extraordinary transactions and other strategic alternatives that aim to accomplish
the goals set forth in the Proposal. Indeed, consideration of these types of matters are at the core
of the Board’s fiduciary duties to oversee the Company. In particular, on a continuous basis (not
just on a one time basis, as advocated by the Proposal), the Board reviews the Company’s
strategic alternatives and business plan and strategy on an overall and individual business line
basis.” As a result of this ongoing process, the Board has developed and publicly announced a
strategy to fortify its business and balance sheet to deliver for its clients and stakeholders, which
includes meaningfully de-risking the Company and seeking to enhance the Company’s return on
equity. The Company is executing on this strategy and has completed a number of transactions
in furtherance of this strategy, including:

e the spin-off of Discover Financial Services in 2007;

e the spin-off of MSCI Inc., the Company’s investment decision support tools
business, in 2007;

e the sale of the Company’s retail management business, including Van Kampen
Investments, Inc., in 2009;

e the spin-off of a hedge fund, FrontPoint Partners, in 2011;

e the sale of Quilter, the Company's retail wealth management business in the UK.,
in 2012;

e the sale of Saxon, the Company’s residential mortgage loan servicing and
subservicing business, in 2012;

e the sale of certain proprietary trading assets of the Company’s Process Driven
Trading unit by the beginning of 2013; and

e entering into the joint venture with Citigroup Inc. to form Morgan Stanley Smith
Barney (now Morgan Stanley Wealth Management) in 2009 with a majority 51%
ownership stake, and the subsequent purchase of an additional 14% stake in
Morgan Stanley Wealth Management in 2012 and the agreement to purchase the
remaining 35% of Morgan Stanley Wealth Management by June 1, 2015.

Moreover, the Company delivers presentations to investors on a regular basis to update
them on the Board’s strategy and on actions that the Company has taken to execute that strategy.

* As noted in the Board-approved Corporate Governance Policies, which are available on the Company’s
website at http://www.morganstanley.com/about/company/governance/cgpolicies.html, the “Board regularly reviews
with management the Company’s financial performance, strategy and business plans.”
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See, e.g., the presentations made by the Company’s Executive Vice President and Chief
Financial Officer at the Morgan Stanley Municipal Issuer and Investor Conference on June 7,
2012 (the “June 7 Presentation”), by the Company’s Chairman and Chief Executive Officer at
the Morgan Stanley U.S. Financials Conference on June 12, 2012 (the “June 12 Presentation™)
and by the Company’s Executive Vice President and Chief Financial Officer at the Barclays
Capital Financial Services Conference on September 11, 2012 (the “September 11
Presentation™), which are attached as Exhibit B, Exhibit C and Exhibit D, respectively, and are
available on the Company’s website at '
http://www.morganstanley.com/about/ir/presentations.html. The Chairman and Chief Executive
Officer has also reviewed strategy during conference calls to discuss the Company’s earnings.
See, e.g., excerpts from the comments made by the Company’s Chairman and Chief Executive
Officer in the conference call to discuss the Company’s earnings for the fiscal quarter ended June
30, 2012, which is attached as Exhibit E. These presentations and the comments on the earnings
call describe in detail, among other things:

e steps the Company has taken to de-risk its businesses and improve its risk
management;

¢ changes the Company has made to enhance its mix of businesses;

e steps the Company has taken and will continue to take to establish a fully
integrated, well-positioned wealth management business and improve return on

equity;

e the Company’s focus on a capital efficient, client-driven model in its fixed
income and commodities business and the Company’s actions to reshape its fixed
income business away from more complex structured-product businesses to
higher-velocity flow-oriented products;

e the Company’s plan to further reduce its fixed-income risk-weighted assets
through a combination of passive migration and active business unit management;

e the Company’s strategy with respect to Mitsubishi UFJ Financial Group, Inc.
(“MUFG”), its largest stockholder, including the creation of a Japanese securities
business joint venture with MUFG in 2010, the conversion of MUFG’s preferred
shares in the Company into common shares in 2011 and the continued expansion
of the Company’s partnership with MUFG in 2012;

e how the Company has restructured its balance sheet and funding so as to reduce
leverage and increase funding durability;

e how the Company thinks about, and has enhanced, its liquidity position;
e the Company’s management of its capital;

e the Company’s efforts with respect to expense management and headcount
management; and
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e the Company’s changes to its compensation structure in light of risk management
considerations.

The strategy articulated by the Board, the transactions entered into by the Company in
furtherance of that strategy and the disclosure that the Company has made to its investors to
articulate the Company’s thoughts on these issues all squarely address what the Proponents
articulate as the primary purpose of the Proposal: “[t]o reduce risk, simplify the business, and
maximize the value generated by the company’s assets.”

Although the Board has not issued a specific report relating to potential extraordinary
transactions, as is advocated by the Proposal, the Company need not have implemented every
component of the Proposal for the Staff to find that the Proposal has been substantially
implemented. Indeed, the Company believes that its investor communications easily satisfy the
“essential objectives” of the Proposal and that the Company’s consideration and disclosure of its
strategy certainly “compare favorably” with the actions called for by the Proposal. In particular,
we note that whereas the Proposal requests a one-time consideration of extraordinary
transactions and a report thereon, the Company in fact considers these issues on a continuous
basis and communicates regularly with its investors in a very detailed manner on the very issues
that the Proposal requests be addressed. See, e.g., “Fortified Business and Balance Sheet to
Deliver for Clients and Stakeholders” on slide 3 of the June 7 Presentation; “Meaningfully De-
risked: Disciplined Execution, Fortified Foundation, Strengthened Business Mix...Specific
Actions to Fundamentally Re-Tool Morgan Stanley from 2009-2012” on slide 4 of the June 7
Presentation; “Morgan Stanley 2009-2012 Actions Demonstrate Systematic
Execution ...Specific Actions to Fundamentally Re-Tool Morgan Stanley” on slide 3 of the June
12 Presentation; “Enhanced Business Mix: Morgan Stanley Today is More Balanced” on slide 5
of the June 7 Presentation; “Morgan Stanley Today is a More Balanced Business” on slide 26 of
the June 12 Presentation; “MUFG Relationship: Partnership ‘For Decades to Come’” on slide 5
of the June 12 presentation; “Morgan Stanley Today is More Balanced With Complementary
Business” on slide 3 of the September 11 Presentation; “MSSB Buy-In Update” on slide 12 of
the September 11 Presentation; “Focus on Capital Efficient, Client-Driven model in Fixed
Income and Commodities” on slide 16 of the September 11 Presentation.

For these reasons, the Company believes that it has substantially implemented the
Proposal and, therefore, that it may exclude the Proposal under Rule 14a-8(i)(10).
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CONCLUSION

The Company requests confirmation that the Staff will not recommend any enforcement
action if, in reliance on the foregoing, Morgan Stanley omits the Proposal from its 2013 Proxy
Materials. Please contact the undersigned at (212) 450-6145 or marc.williams@davispolk.com if
you should have any questions or need additional information. If the Staff does not concur with
the Company’s position, we would appreciate an opportunity to confer with the Staff concerning
these matters prior to the issuance of its response.

Attachment
cc w/ att:  Martin Cohen, Corporate Secretary, Morgan
Stanley

Jeanne Greeley O’Regan, Deputy Corporate
Secretary, Morgan Stanley

Charles Jurgonis, Plan Sécretary for AFSCME
Employees Pension Plan

Richard Clayton, Director of Research, CtW
Investment Group
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AFSCME

We Make America Happen
Committee EMPLOYEES PENSION PLAN

" Lee Saiinders
Laurd Reyes
John A Lyal
. Efict Seide December 5, 2012

Lonita' Waybright

VIA OVERNIGHT MAIL and FAX (302) 655-5049

Morgan Stanley

1585 Broadway, Suite C

New York, New York 10036

Attention: Martin M. Cohen, Corporate Secretary

Dear Mr. Cohen:

On behalf of the AFSCME Employees Pension Plan (the “Plan™), I write to give
notice that pursuant to the 2012 proxy statement of Morgan Stanley (the “Company)
and Rule 14a-8 under the Securities Exchange Act of 1934, the Plan intends to present
the attached proposal (the “Proposal™) at the 2013 annual meeting of shateholders (the
“Annual Meeting™). The Plan is the beneficial owner of 70,342 shares of voting common
stock (the “Shares™) of the Company, and has held the Shares for over one year. In
addition, the Plan intends to hold the Shares through the date on which the Annual
Meeting is held.

The Proposal is attached. I represent that the Plan or its agent intends to appear in
person or by proxy at the Annual Meeting to present the Proposal. I declare that the Plan
has no “material interest” other than that believed to be shared by stockholders of the
Company generally. Please direct all questions or correspondence regarding the Proposal
to me at (202) 429-1007. .

Sincerely,

Charles Tuzg
Plan Secrel

Enclosure

American Federation of State, County and Municipal Employees, AFL-CIO
21112 TEL (202) 775-8142.  FAX (202) 785-4606  1625.L Street, N.W, Washington, D.C. 20036-5687




Resolved, that stockholders of Morgan Stanley (“MS”) urge that:

1. The Board of Directors should promptly appoint a committee (the "Stockholder Value
.Committee") composed exclusively of independent directors to explore extraordinary
1 transactions that could enhance stockholder value, including but not limited to an
extraordinary transaction resulting in the separation of one or more businesses.

2. The Stockholder Value Committee should publicly report its ﬁndings to the stockholders
no later than 120 days after the 2013 Annual Meeting of Stockholders.

3. In carrying out its evaluation, the Stockholder Value Committee should avail itself of

~ such independent legal, investment banking, and such other third party advisers as the
Stockholder Value Committee determines is necessary or appropriate in its sole
discretion.

An “extraordinary transaction” is a transaction for whlch stockholder approval is requlred under
applicable law or stock exchange listing standard.

SUPPORTING STATEMENT

To reduce risk, simplify the business, and maximize the value generated by the
company’s assets, we urge the board to consider strategic alternatives that can be accomplished
- through one or more extraordinary transactions. In our view, the size and disparate businesses of
MS are harmful, rather than beneficial, to stockholder value. Investors appear to agree: MS
shares have traded below book value since mid-2009.
(http://ycharts.com/companies/MS/price_to_book value)

Experts have called for fundamental resﬁ'uctu‘ring of the largest financial firms, citing
higher capital requirements, increased borrowing costs, and new regulations on proprietary
trading and derivatives as dampers on profitability. Former MS Chair and CEO Philip Purcell
argues that MS and other firms have low market valuations “because of the earnings volatility
inherent in investment banking and trading. There is also a mismatch between the cultural values
that infuse investment banking and those of asset management, retail banking, and private wealth
management. The financial giants have mixed profitable and client-centric services with the '
higher risk, more volatile and opaque investment banking and trading.”
(http://online.wsj.com/article/SB10001424052702304765304577480743265772620.html)

Bank analyst Michael Mayo has stated that MS could be worth as'much as $32 a share if its
business lines were valued independently. (http://www.bloomberg.com/news/2012-07-
25/morgan-stanley-stock-could-be-worth-32-in-breakup-mayo-says.html) Investor Michael



http://www.bloomberg.com/news/2012-07
http://online.wsj.com/article/SB10001424052702304765304577480743265772620.html

Price has criticized the business inodel of large financial firms, arguing that “wonderful assets”
are languishing inside firms whose parts are worth more than their whole.
(http://www.bloomberg.com/news/2012-06-27/breaking-up-big-banks-hard-to-do-as-market-
forces-fail.html).

We also worry that the size and complexity of MS pose substantial challenges for its
- ability to manage risk effectively. Any benefits of increased size and diversification must be
weighed against the costs, including those generated by complexity. A 2010 staff report by the
Federal Reserve Bank of New York argued that reducing financial firm organizational
complexity would improve risk identification and management, among other benefits. (Cumming
and Eisenbeis, “Resolving Troubled Systemically Important Cross-Border Financial Institutions:
Is a New Corporate Organizational Form Required?” available at

http://www.newyorkfed.org/research/staff reports/sr457.pdf)

This proposal would not dictate that MS engage in any particular kind of extraordinary
transaction, just that the Stockholder Value Committee should evaluate the possibilities and
report to stockholders on the results of its analysis. We urge stockholders to vote for this
proposal. '
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EMPLOYEES PENSION PLAN

December 5, 2012

VIA OVERNIGHT MAIL and FAX (302) 655-5049

Morgan Stanley

1585 Broadway, Suite C

New York, New York 10036

Attentiori: Martin M. Cohen, Corporate Secretary

Dear Mr. Cohen:
On behalf of the AFSCME Employees Pension Plan (the “Plan™), I write to

provide you with verified proof of ownership from the Plan’s custodian. If you require
any additional information, please do not hesitate to.contact me at the address below.

Sincerely,

Plan Secré

Enclosure

American Federation of State, County and Municipal Employees, AFL-CIO
TEL (202) 775-8142.  FAX (202) 785-4606.  1625-L Street, N.WV, Washington, D.C.20036-5687



Kevin Yakimowsky
Assistant Vice President

STATE STREET Sl T S
’ ® . STATE STREET BANK
' . 1200 Crown Colony Drive CC17

Quincy, Massachusetts 02169
kyakimowsky@statestreet.com

telephone +1 617 9857712
facsimtle +1 617 769 6695

www,statestreet.com

December 5, 2012

Lonita Waybright
AFS.CME.

Benefits Administrator
1625 L Street N.W.
Washington, D.C. 20036

Re: Shareholder Probosal Record Letter for Morgan Stanley (cusip 617446448)
Dear Ms Waybright: " '

State Street Bank and Trust Company is Trustee for 70,342 shares of Morgan Stanley
common stock held for the benefit of the American Federation of State, County and
Municipal Employees Pension Plan (“Plan”). The Plan has been a beneficial owner of at
least 1% or $2,000 in market value of the Company’s common stock continuously for at
least one year prior to the date of this letter. The Plan continues to hold the shares of
Morgan Stanley stock. '

As Trustee for the Plan, State Street holds these shares at its Participant Account at the
Depository Trust Company ("DTC"). Cede & Co., the nominee name at DTC, is the
record holder of these shares. ' ’

If there are any questions concerning this matter, please do not hesitate to contact me
directly.

Sincerely,

L,




CtW Investment Group

December 6, 2012

Morgan Stanley

1585 Broadway, Suite C

New York, New York 10036

Attention: Martin M. Cohen, Corporate Secretary

Dear Mr. Cohen:

On behalf of CtW Investment Group (CtW), I write to give notice that pursuant to the 2012 proxy
statement of Morgan Stanley (the “Company”) and Rule 14a-8 under the Securities Exchange Act of
1934, CtW intends to cosponsor the attached proposal (the “Proposal”) submitted to the Company
under separate cover by the AFSCME Emiployees Pension Plan at the 2013 annual meeting of
shareholders (the “Annual Meeting”). CtW is the beneficial owner of shares of voting common
stock (the “Shares™) of the Company in excess of $2,000, and has held the Shares for over one year.

_ In addition, CtW intends to hold the Shares through the date on which the Annual Meetmg is held. A
copy of our proof of ownership will be forthcoming within seven days

The Proposal is attached. I represent that the AFSCME Employees Pension Plan or one of the
Proposal’s cosponsors intends to appear in person or by proxy at the Annual Meeting to present the
Proposal. I declare that CtW has no “material interest” other than that believed to be shared by
stockholders of the Company generally. Please direct all questions or correspondence regarding the
Proposal to me at 202-721-6038.

_Sincerely,

Richard Clayton
Director of Research

Enclosure

1900 L Street NW, Suite 900 Whashington, DC 20036 | 330 W. 42nd Street, Suite 00 Naw Yark, NY 10036
202721-6060 212:290-0308
www.ctwinvestmentgroup.com

L TVt
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Resolved, that stockholders of Morgan Stanley (“MS”) urge that:

1. The Board of Directors should promptly appoint a committee (the "Stockholder Value
Committee™) composed exclusively of independent directors to explore extraordinary
transactions that could enhance stockholder value, including but not limited to an
extraordinary transaction resulting in the separation of one or more businesses.

2. The Stockholder Value Committee should publicly report its findings to the stockholders
no later than 120 days after the 2013 Annual Meeting of Stockholders.

3. In carrying out its evaluation, the Stockholder Value Committee should avail itself of
such independent legal, investment banking, and such other third party advisers as the
Stockholder Value Committee determines is necessary or appropriate in its sole
discretion.

An “extraordinary transaction” is a transaction for which stockholder approval is required under
applicable law or stock exchange listing standard.

SUPPORTING STATEMENT

To reduce risk, simplify the business, and maximize the value generated by the
company’s assets, we urge the board to consider strategic alternatives that can be accomplished
through one or more extraordinary transactions. In our view, the size and disparate businesses of
MS are harmful, rather than beneficial, to stockholder value. Investors appear to agree: MS
shares have traded below book value since mid-2009.
(http://ycharts.com/companies/MS/price_to_book value)

Experts have called for fundamental restructuring of the largest financial firms, citing
higher capital requirements, increased borrowing costs, and new regulations on proprietary
trading and derivatives as dampers on profitability. Former MS Chair and CEO Philip Purcell
argues that MS and other firms have low market valuations “because of the earnings volatility
inherent in investment banking and trading. There is also a mismatch between the cultural values
that infuse investment banking and those of asset management, retail banking, and private wealth
management. The financial giants have mixed profitable and client-centric services with the
higher risk, more volatile and opaque investment banking and trading.”

(http://online.wsj.com/article/SB10001424052702304765304577480743265772620.html)

Bank analyst Michael Mayo has stated that MS could be worth as much as $32 a share if its
business lines were valued independently. (http://www.bloomberg.com/mews/2012-07-

25/morgan-stanley-stock-could-be-worth-32-in-breakup-mavo-says.html) Investor Michael
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Price has criticized the business model of large financial firms, arguing that “wonderful assets”
are languishing inside firms whose parts are worth more than their whole.
(http://www.bloomberg.com/news/2012-06-27/breaking-up-big-banks-hard-to-do-as-market-
forces-fail.html). '

We also worry that the size and complexity of MS pose substantial challenges for its
ability to manage risk effectively. Any benefits of increased size and diversification must be
weighed against the costs, including those generated by complexity. A 2010 staff report by the
Federal Reserve Bank of New York argued that reducing financial firm organizational
complexity would improve risk identification and management, among other benefits. (Cumming
and Eisenbeis, “Resolving Troubled Systemically Important Cross-Border Financial Institutions:
Is a New Corporate Organizational Form Required?” available at
http://www.newyorkfed.org/research/staff reports/sr457.pdf)

This proposal would not dictate that MS engage in any particular kind of extraordinary
transaction, just that the Stockholder Value Committee should evaluate the possibilities and
report to stockholders on the results of its analysis. We urge stockholders to vote for this
proposal. '


http://www.newyorkfed.org/research/staff
http://www.bloomberg.com/news/2012-06-27/breaking-up-big-banks-hard-to-do-as-market

1221 Avenue of the Americas
New York, NY 10020

Morgan Stanley

December 14, 2012

VIA OVERNIGHT DELIVERY

CtW Investment Group

1900 L Street, Suite 900

Washington, DC 20036

Attn: Richard Clayton, Director of Research

Re: Morgan Stanley Stockholder Proposal

Dear Mr. Clayton:

On December 7, 2012, we received your letter dated December 6, 2012 co-sponsoring a proposal
for inclusion in Morgan Stanley’s (the “Company™) 2013 proxy statement with AFSCME Employees
Pension Fund.

Rule 14a-8(b) promulgated under the Securities Exchange Act of 1934, as amended (the “Exchange
“Act”), requires that in order to be eligible to submit a proposal for inclusion in the Company’s proxy
statement CtW Investment Group must, among other things, have continuously held at least $2,000 in
market value of Morgan Stanley’s common stock for at least one year by the date you submitted the
proposal. CtW Investment Group is not currently the registered holder on Morgan Stanley’s books and
records of any shares of Morgan Stanley common stock and has not provided adequate proof of ownership.
Accordingly, CtW Investment Group must submit to us a written statement from the “record” holder of the
shares (usually a broker or bank) verifying that on the date you submitted the proposal, December 6, 2012,
CtW Investment Group had continuously held at least $2,000 in market value of Morgan Stanley common
stock for at least the one year period prior to and including the date you submitted the proposal.

Most large U.S. brokers, banks and other securities intermediaries deposit their customers’
securities with, and hold those securities through, the Depository Trust Company (“DTC”), a registered
clearing agency that acts as a securities depository (DTC is also known through the account name of Cede
& Co.). Such brokers, banks and securities intermediaries are often referred to as “participants” in DTC. In
Staff Legal Bulletin No. 14F (October 18, 2011) (copy enclosed), the SEC staff has taken the view that only
DTC participants should be viewed as “record” holders of securities that are deposited with DTC.

In Staff Legal Bulletin No. 14G (October 16, 2012) (copy enclosed), the SEC staff has taken the
view that a proof of ownership letter from an entity that directly, or indirectly through one or more
intermediaries, controls or is controlled by, or is under common control with, (an “affiliate”) of a DTC
participant satisfies the requirement to provide a proof of ownership letter from a DTC participant.

CtW Investment Group can confirm whether its broker, bank or securities intermediary is a DTC
participant or an affiliate of a DTC participant by asking its broker, bank or securities intermediary or by
checking the listing of current DTC participants, which is available on the intemnet at:
http://www.dtcc.com/downloads/membership/directories/dtc/alpha.pdf. In these situations, shareholders
need to obtain proof of ownership from the DTC participant or affiliate of a DTC participant through which
the securities are held, as follows:



http://www.dtcc.com/downloads/membership/directories/dtc/alpha.pdf

o If CtW Investment Group’s broker, bank or securities intermediary is a DTC participant or an
affiliate of a DTC participant, then CtW Investment Group needs to submit a written statement
from its broker, bank or securities intermediary verifying that, as of the date the proposal was
submitted, CtW Investment Group continuously held the requisite number of Morgan Stanley
shares for at least the one year period prior to and including the date you submitted the proposal,
December 6, 2012.

e If CtW Investment Group’s broker, bank or securities intermediary is not a DTC participant or an
affiliate of a DTC participant, then CtW Investment Group needs to submit proof of ownership
from the DTC participant or affiliate of a DTC participant through which the securities are held
verifying that, as of the date the proposal was submitted, CtW Investment Group continuously held
the requisite number of Morgan Stanley shares for at least the one year period prior to and including
the date you submitted the proposal, December 6, 2012. CtW Investment Group should be able to
find out who this DTC participant or affiliate of a DTC participant is by asking its broker, bank or
securities intermediary. If CtW Investment Group’s broker is an introducing broker, it may also be
able to learn the identity and telephone number of the DTC participant or affiliate of a DTC
participant through its account statements, because the clearing broker identified on its account
statements will generally be a DTC participant. If the DTC participant or affiliate of a DTC
participant that holds CtW Investment Group’s shares knows CtW Investment Group’s broker’s,
bank’s or securities intermediary’s holdings, but does not know CtW Investment Group’s holdings,
CtW Investment Group needs to satisfy Rule 14a-8(b)(2)(i) by obtaining and submitting two proof
of ownership statements verifying that at the time the proposal was submitted, the required amount
of securities were continuously held for at least the one year period prior to and including the date
your submitted the proposal, December 6, 2012: one from CtW Investment Group’s broker, bank or
securities intermediary confirming CtW Investment Group’s ownership, and the other from the
DTC participant or affiliate of a DTC participant confirming the broker, bank or securities
intermediary’s ownership.

In order to meet the eligibility requirements for submitting a shareholder proposal, you must
". provide the requested information no later than 14 calendar days from the date you receive this letter. If you
provide us with documentation correcting these eligibility deficiencies, postmarked or transmitted
electronically no later than 14 calendar days after the date you receive this letter, we will review the
proposal to determine whether it is appropriate for inclusion in our proxy statement.

A copy of Rule 14a-8, which applies to shareholder proposals submitted for inclusion in proxy
statements, is enclosed for your reference. I can be reached at (212) 762-7325 or
jacob.tyler@morganstanley.com.

Sincerely,

4.

Jatob E. Tyler
. sistant Secretary
Enclosures


mailto:jacob.tyler@morganstanley.com
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Title 17: Commodity and Securities Exchanges
PART 240—GENERAL RULES AND REGULATIONS, SECURITIES EXCHANGE ACT OF 1934

§ 240.14a-8 Shareholder proposals.

This section addresses when a company must include a shareholder's proposal in its proxy
statement and identify the proposal in its form of proxy when the company holds an annual or special
meeting of shareholders. In summary, in order to have your shareholder proposal included on a
company's proxy card, and included along with any supporting statement in its proxy statement, you
must be eligible and follow certain procedures. Under a few specific circumstances, the company is
permitted to exclude your proposal, but only after submitting its reasons to the Commission. We
structured this section in a question-and-answer format so that it is easier to understand. The
references to “you” are to a shareholder seeking to submit the proposal.

(a) Question 1: What is a proposal? A shareholder proposal is your recommendation or
requirement that the company and/or its board of directors take action, which you intend to present at
a meeting of the company’s shareholders. Your proposal should state as clearly as possible the
course of action that you believe the company should follow. If your proposal is placed on the
company's proxy card, the company must also provide in the form of proxy means for shareholders to
specify by boxes a choice between approval or disapproval, or abstention. Unless otherwise indicated,
the word "proposal” as used in this section refers both to your proposal, and to your corresponding
statement in support of your proposal (if any).

(b) Question 2: Who is sligible to submit a proposal, and how do | demonstrate to the company
that | am eligible? (1) In order to be eligible to submit a proposal, you must have continuously held at
least $2,000 in market value, or 1%, of the company's securities entitled o be voted on the proposal at
the meeting for at least one year by the date you submit the proposal. You must continue to hold those
securities through the date of the meeting.

(2) If you are the registered holder of your securities, which means that your name appears in the
company's records as a shareholder, the company can verify your eligibility on its own, aithough you
will still have to provide the company with a written statement that you intend to continue to hold the
securities through the date of the meeting of shareholders. However, if like many sharsholders you are
not a registered holder, the company likely does not know that you are a shareholder, or how many
shares you own. In this case, at the time you submit your proposal, you must prove your eligibility to
the company in one of two ways:

(1) The first way is to submit to the company a written statement from the “record” holder of your
securities (usually a broker or bank) verifying that, at the time you submitted your proposal, you
continuously held the securities for at least one year. You must also include your own written
statement that you intend to continue to hold the securities through the date of the meeting of
shareholders; or

{i) The second way to prove ownership applies only if you have filed a Schedule 13D (§ 240.13d-
101), Schedule 13G (§ 240.13d-102), Form 3 (§ 249.103 of this chapter), Form 4 (§ 249.104 of this
chapter) andfor Form 5 (§ 249.105 of this chapter), or amendments to those documents or updated
forms, reflecting your ownership of the shares as of or before the date on which the one-year eligibility

http://www.ccfr.gov/cgi-bhﬂtext-idx?c¥ecfr&SID=aa2b1665079753994e6897b6824a462... 12/12/2012
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period begins. If you have filed one of these documents with the SEC, you may demonstrate your
eligibility by submitting to the company:

{A) A copy of the schedule and/or form, and any subsequent amendments feporting a change in
your ownership level;

(B) Your written statement that you continuously held the required number of shares for the one-
year period as of the date of the statement; and

(C) Your written statement that you intend to continue ownership of the shares through the date of
the company's annual or special meeting.

(c) Question 3: How many proposals may | submit? Each shareholder may submit no more than
one proposal to a company for a particular shareholders’ meeting.

{d) Question 4: How long can my proposal be? The proposal, including any accompanying
. supporting statement, may not exceed 500 words.

(e) Question 5: What is the deadline for submitting a proposal? (1) if you are submitting your
proposal for the company's annual meeting, you can in most cases find the deadline in last year's
proxy statement. However, if the company did not hold an annual meeting last year, or has changed
the date of its meeting for this year more than 30 days from last year's meeting, you can usually find
the deadline in one of the company’s quarterly reports on Form 10-Q (§ 249.308a of this chapter), orin
shareholder reports of investment companies under § 270.30d-1 of this chapter of the Investment
Company Act of 1940. In order to avoid controversy, shareholders should submit their proposals by
means, including electronic means, that permit them to prove the date of delivery.

(2) The deadline is calculated in the following manner if the proposal is submitted for a regularly
scheduled annual meeting. The proposal must be received at the company's principal executive
offices not less than 120 calendar days before the date of the company’s proxy statement released to
shareholders in connection with the previous year's annual meeting. However, if the company did not
hold an annual meeting the previous year, or if the date of this year's annual meeting has been
changed by more than 30 days from the date of the previous year's meeting, then the deadiine is a
reasonable time before the company begins to print and send its proxy materials.

{3) If you are submitting your proposal for a meeting of shareholders other than a regularly
scheduled annual meeting, the deadline is a reasonabie time before the company begins to print and
send its proxy materials.

(f) Question 6: What if | fail to follow one of the eligibility or procedural requirements explained in
answers to Questions 1 through 4 of this section? (1) The company may exclude your proposal, but
only after it has notified you of the problem, and you have failed adequately to correct it. Within 14
calendar days of receiving your proposal, the company must notify you in writing of any procedural or
eligibility deficiencies, as well as of the time frame for your response. Your response must be
postmarked, or transmitted electronically, no later than 14 days from the date you received the
company's nofification. A company need not provide you such notice of a deficiency if the deficiency
cannot be remedied, such as if you fail to submit a proposal by the company's properly determined
deadline. If the company intends to exclude the proposal, it will later have to make a submission under
§ 240.14a-8 and provide you with a copy under Question 10 below, § 240.14a-8(j).

(2) If you fail in your promise to hold the required number of securities through the date of the

meeting of shareholders, then the company will be permitted to exclude all of your proposals from its
proxy materials for any meeting held in the following two calendar years.

http://www.ecfr.gov/cgi-bin/text-idx?c=ecfr&SID=aa2b16e5079753994ee897b6824a4e2... 12/12/2012
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(g) Question 7: Who has the burden of persuading the Commission or its staff that my proposal
can be excluded? Except as atherwise noted, the burden is on the company to demonstrate that it is
entitled to exclude a proposal.

(h) Question 8: Must | appear personally at the shareholders' meeting to present the proposal? (1)
Either you, or your representative who is qualified under state law to present the proposal on your
behalf, must attend the meeting to present the proposal. Whether you attend the meeting yourself or
send a qualified representative to the meeting in your place, you should make sure that you, or your
representative, follow the proper state law procedures for attending the meeting and/or presenting
your proposal.

(2) If the company holds its shareholder meeting in whole or in part via electronic media, and the
company permits you or your representative to present your proposal via such media, then you may
appear through electronic media rather than traveling to the meeting to appear in psrson.

(3) If you or your qualified representative fail to appear and present the proposal, without good
cause, the company will be permitted to exclude all of your proposals froin its proxy materials for any
meetings held in the following two calendar years.

(i} Question 9: if | have complied with the procedural requirements, on what other bases may a
company rely to exclude my proposal? (1) Improper under state law: If the proposal is not a proper
subject for action by shareholders under the laws of the jurisdiction of the company's organization;

NoOTE TO PARAGRAPH ( | }(1): Depending on the subject matter, some proposals are not considered proper
under state law if they would be binding on the company if approved by shareholders. In our experience, most
proposals that are cast as recommendations or requests that the board of directors take specified action are
proper under state law. Accordingly, we will assume that a proposal drafted as a recommendation or suggestion
is proper unless the company demonstrates otherwise.

(2) Viotation of law: If the proposal would, If implemented, cause the company to violate any state,
federal, or foreign law to which it is subject;

NOTE TO PARAGRAPH ( i X2): We will not apply this basis for exclusion to permit exclusion of a proposal on
grounds that it would violate foreign law if compliance with the foreign law would result in a violation of any state
or federal law.

(3) Violation of proxy rules: If the proposal or supporting statement is contrary to any of the
Commission's proxy rules, including § 240.14a-9, which prohibits materially false or misleading
statements in proxy soliciting materials;

(4) Personal grievance; special interest: If the proposal relates to the redress of a personal claim
or grievance against the company or any other person, or if it is designed to result in a benefit to you,
or to further a personal interest, which is not shared by the other shareholders at large;

{5) Relevance: If the proposal relates to operations which account for less than 5 percent of the
company's total assets at the end of its most recent fiscal year, and for less than 5 percent of its net
earnings and gross sales for its most recent fiscal year, and is not otherwise significantly related to the
company's business;

(6) Absence of power/authority: If the company would lack the power or authority to implement the
proposal;

(7) Management functions: If the proposal deals with a matter relating to the company’s ordinary
business operations;

http://www.ecfr.gov/cgi-bin/text-idx?c=ecfr&SID=aa2b16€5079753994¢e897b6824ade2... 12/12/2012
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(8) Director elections: If the proposal:
(i) Would disqualify a nominee who is standing for election;
(ii) Would remove a director from office before his or her term expired;

(i) Questions the competence, business judgment, or character of one or more nominees or
directors;

(iv) Seeks to include a specific individual in the company's proxy materials for election to the
board of directors; or

{v) Otherwise could affect the outcome of the upcoming election of directors.

(9) Confiicts with company's proposal. If the proposal directly conflicts with one of the company’'s
own proposals to be submitted to shareholders at the same meeting;

NoOTE T0 PARAGRAPH { | {9): A company's submission to the Commission under this section should specify
the points of conflict with the company's proposal. ,

(10) Substantially implemented: If the company has already substantially implemented the
proposal;

NoTe 10 PARAGRAPH ( | J(10): A company may exclude a shareholder proposal that would provide an advisory
vote or seek future advisory votes to approve the compensation of executives as disclosed pursuant to ltem 402
of Regulation §-K (§ 229.402 of this chapter) or any successor to ltem 402 (a “say-on-pay vote”) or that relates
to the frequency of say-on-pay votes, provided that in the most recent shareholder vote required by § 240.14a-21
(b) of this chapter a single year ( i.e., one, two, or three years) received approval of a majority of votes cast on
the matter and the company has adopted a policy on the frequency of say-on-pay votes that is consistent with
the choice of the majority of votes cast in the most recent shareholder vote required by § 240.14a-21(b) of this
chapter.

(11) Duplication: If the proposal substantially duplicates another proposal previously submitted to
the company by another proponent that will be included in the company's proxy materials for the same
meeting; :

{12) Resubmissions: If the proposal deals with substantially the same subject matter as another
proposal or proposals that has or have been previously included in the company's proxy materials
within the preceding 5 calendar years, a company may exclude it from its proxy materials for any
meeting held within 3 calendar years of the last time it was included if the proposal received:

(i) Less than 3% of the vote if proposed once within the preceding 5 calendar years;

(i) Less than 6% of the vote on its last submission to shareholders if proposed twice previously
within the preceding & calendar years; or

(iii) Less than 10% of the vote on its last submission to shareholders if proposed three times or
more previously within the preceding 5 calendar years; and

{13) Specific amount of dividends: If the proposal relates to specific amounts of cash or stock
dividends.

(i) Question 10: What procedures must the company follow if it intends to exclude my proposal?
(1) If the company intends to exclude a proposal from its proxy materials, it must file its reasons with

http://www.ecfr.gov/cgi-bin/text-idx?c=ecfr&SID=aa2b16e€5079753994¢c897b6824ade2... 12/12/2012
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the Commission no later than 80 calendar days before it files its definitive proxy statement and
form of proxy with the Commission. The company must simultaneously provide you with a copy of its
submission. The Commission staff may permit the company to make its submission later than 80 days
before the company files its definitive proxy statement and form of proxy, if the company demonstrates
good cause for missing the deadline.

(2) The company must file six paper copies of the following:
(i) The proposal;

(ii) An explanation of why the company believes that it may exclude the proposal, which should, if
possible, refer to the most recent applicable authority, such as prior Division letters issued under the
rule; and

(iii) A supporting opinion of counsel when such reasons are based on matters of state or foreign .
law.

(k) Question 11: May | submit my own statement to the Commission responding to the company's
arguments?

Yes, you may submit a response, but it is not required. You should iry to submit any response to
us, with a copy to the company, as soon as possible after the company makes its submission. This
way, the Commission staff will have time to consider fully your submission before it issues its
response. You should submit six paper copies of your response.

() Question 12: If the company includes my shareholder proposal in its proxy materials, what
information about me must it include along with the proposal itself?

(1) The company's proxy statement must include your name and address, as well as the number
of the company’s voting securities that you hold. However, instead of providing that information, the
company may instead include a statement that it will provide the information to shareholders promptly
upon receiving an oral or written request.

{2) The company is not responsible for the contents of your proposal or supporting statement.

(m) Question 13: What can | do if the company includes in its proxy statement reasons why it
believes shareholders should not vote in favor of my proposal, and | disagree with some of its
statements?

(1) The company may elect to include in its proxy statement reasons why it believes shareholders
should vote against your proposal. The company is allowed to make arguments reflecting its own point
of view, just as you may express your own point of view-in your proposal’s supporting statement.

(2) However, if you believe that the company's opposition to your proposal contains materially
false or misleading statements that may violate our anti-fraud rule, § 240.14a-9, you should promptly
send to the Commission staff and the company a letter explaining the reasons for your view, along
with a copy of the company’s statements opposing your proposal. To the extent possible, your letter
should include specific factual information demonstrating the inaccuracy of the company's claims.
Time permitting, you may wish to try to work out your differences with the company by yourself before
contacting the Commission staff.

*(3) We require the company 1o send you a copy of its statements opposing your proposal before it
sends its proxy materials, so that you may bring to our attention any materially false or misleading

http://www ecfr.gov/cgi-bin/text-idx?c=ecfr&SID=aa2b16¢5079753994ec897b6824ade2... 12/12/2012


http://www.ecfr.gov/cgi-bin/text-idx?c=ecfr&SID=aa2b

eCFR — Code of Federal Regulations Page 6 of 6

statements, under the following timeframes:

(i) If our no-action response requires that you make revisions to your proposal or supporting
statement as a condition to requiring the company to include it in its proxy materials, then the company
‘must provide you with a copy of its opposition statements no iater than 5 calendar days after the
company receives a copy of your revised proposal; or

(ii) In alt other cases, the company must provide you with a copy of its opposition statements no
later than 30 calendar days before its files definitive copies of its proxy statement and form of proxy
under § 240.14a-6.

[63 FR 29119, May 28, 1998; 63 FR 50622, 50623, Sept. 22, 1998, as amended at 72 FR 4168, Jan. 29, 2007;
72 FR 70458, Dec. 11, 2007; 73 FR 877, Jan. 4, 2008; 76 FR 8045, Feb. 2, 2011; 75 FR 56782, Sept. 16, 2010]

For questions or comments regarding. e-CFR editorial content, features, or design, email ecfr@nara.gov.
For questions conceming e-CFR programming and delivery issues, email webteam@gpo.gov.
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U.S. Securities and Exchange Commissio

Division of Corporation Finance
Securities and Exchange Commission

Shareholder Proposals

Staff Legal Bulletin No. 14F (CF)

Action: Publication of CF Staff Legal Bulletin
Date: October 18, 2011

Summary: This staff legal bulietin provides information for companies and
shareholders regarding Rule 14a-8 under the Securities Exchange Act of
1934,

Supplementary Information: The statements in this bulletin represent
the views of the Division of Corporation Finance (the “Division”). This
bulletin is not a rule, regulation or statement of the Securities and
Exchange Commission (the “Commission”). Further, the Commission has
neither approved nor disapproved its content.

Contacts: For further information, please contact the Division's Office of
Chief Counsel by calling (202) 551-3500 or by submitting a web-based
request form at https://tts.sec.gov/cgi-bin/corp_fin_interpretive,

A. The purpose of this bulletin

This bulletin is part of a continuing effort by the Division to provide
guidance on important issues arising under Exchange Act Rule 14a-8.
Specifically, this bulletin contains information regarding:

« Brokers and banks that constitute “record” holders under Rule 14a-8
{b)(2)(i) for purposes of verifying whether a beneficial owner is
eligible to submit a proposai under Rule 14a-8;

» Common errors shareholders can avoid when submitting proof of
ownership to companies;

s The submission of revised proposals;

» Procedures for withdrawing no-action requests regarding proposals
submitted by multiple proponents; and

» The Division’s new process for transmitting Rule 14a-8 no-action
responses by email.

You can find additional guidance regarding Rule 14a-8 in the following

http://www.sec.gov/interps/legal/cfsib14f htm 12/12/2012
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bulletins that are available on the Commission’s website: SLB No. 14, SLB
No. 14A, SLB No. 14B, SLB No. 14C, SLB No. 14D and SLB No. 14E.

B. The types of brokers and banks that constitute “record” holders
under Rule 14a-8(b)(2)(i) for purposes of verifying whether a
beneficial owner is eligible to submit a proposal under Rule 14a-8

1. Eligibility to submit a proposal under Rule 14a-8

To be eligible to submit a shareholder proposal, a shareholder must have
continuously held at least $2,000 in market value, or 1%, of the company’s
securities entitled to be voted on the proposal at the sharehoider meeting
for at least.one year as of the date the shareholder submits the proposal.
The shareholder must also continue to hold the required amount of
securities through the date of the meeting and must provide the company

with a written statement of intent to do so.!

The steps that a shareholder must take to verify his or her eligibility to
submit a proposal depend on how the shareholder owns the securities.
There are two types of security holders in the U.S.: registered owners and
beneficial owners.2 Registered owners have a direct relationship with the
issuer because their ownership of shares is listed on the records maintained
by the issuer or its transfer agent. If a shareholder is a registered owner,
the company can independently confirm that the shareholder’'s holdings
satisfy Rule 14a-8(b)’s eligibility requirement.

The vast majority of investors in shares issued by U.S. companies,
however, are beneficial owners, which means that they hold their securities
in book-entry form through a securities intermediary, such as a broker or a
bank. Beneficial owners are sometimes referred to as “street name”
holders. Rule 14a-8(b)(2)(i) provides that a beneficial owner can provide
proof of ownership to support his or her eligibility to submit a proposal by
submitting a written statement “from the ‘record’ holder of [the] securities
(usually a broker or bank),” verifying that, at the time the proposal was
submitted, the shareholder held the required amount of securities
continuously for at least one year.2

2. The role of the Depository Trust Company

Most large U.S. brokers and banks deposit their customers’ securities with,
and hold those securities through, the Depository Trust Company (*DTC"),
a registered clearing agency acting as a securities depository. Such brokers
and banks are often referred to as “participants” in DTC.2 The names of
these DTC participants, however, do not appear as the registered owners of
the securities deposited with DTC on the list of shareholders maintained by
the company or, more typically, by its transfer agent. Rather, DTC's
nominee, Cede & Co., appears on the shareholder list as the sole registered
owner of securities deposited with DTC by the DTC participants. A company
can request from DTC a “securities position listing” as of a specified date,
which identifies the DTC participants having a position in the company’s
securities and the number of securities held by each DTC participant on that

date.2

3. Brokers and banks that constitute “record” holders under Rule

hitp://www.sec.gov/interps/legal/cfslb14f.htm 12/12/2012
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14a-8(b)(2)(i) for purposes of verifying whether a heneficial
owner is eligible to submit a proposal under Rule 14a-8

In The Hain Celestial Group, Inc. (Oct. 1, 2008), we took the position that
an introducing broker could be considered a “record” holder for purposes of
Rule 14a-8(b)(2)(1). An introducing broker is a broker that engages in sales
and other activities involving customer contact, such as opening customer
accounts and accepting customer orders, but is not permitted to maintain
custody of customer funds and securities.? Instead, an introducing broker
engages another broker, known as a “clearing broker,” to hold custody of
client funds and securitles, to clear and execute customer trades, and to
handle other functions such as Issuing confirmations of customer trades
and customer account statements. Clearing brokers generally are DTC
participants; introducing brokers generally are not. As introducing brokers
generally are not DTC participants, and therefore typically do not appear on
DTC's securities position listing, Hain Celestial has required companies to

- accept proof of ownership letters from brokers in cases where, unlike the
positions of registered owners and brokers and banks that are DTC
participants, the company is unable to verify the positions against its own
or its transfer agent’s records or against DTC's securities position fisting.

In light of questions we have received following two recent court cases
relating to proof of ownership under Rule 14a-8Z and in light of the
Commission’s discussion of registered and beneficial owners in the Proxy
Mechanics Concept Release, we have reconsidered our views as to what
types of brokers and banks should be considered “record” holders under
Rule 14a-8(b)(2)(i). Because of the transparency of DTC participants’
positions in a company’s securities, we will take the view going forward
that, for Rule 14a-8(b)(2)(i) purposes, only DTC participants should be
viewed as “record” holders of securities that are deposited at DTC. As a
result, we will no longer follow Hain Celestial.

We believe that taking this approach as to who constitutes a “record”
holder for purposes of Rule 14a-8(b)(2)(i) will provide greater certainty to
beneflcial owners and companies. We also note that this approach is
consistent with Exchange Act Rule 12g5-1 and a 1988 staff no-action letter
addressing that rule,® under which brokers and banks that are DTC
participants are considered to be the record holders of securities on deposit
with DTC when calculating the number of record holders for purposes of
Sections 12(g) and 15(d) of the Exchange Act.

Companies have occasionally expressed the view that, because DTC's
nominee, Cede & Co., appears on the shareholder list as the sole registered
owner of securities deposited with DTC by the DTC participants, only DTC
or Cede & Co. should be viewed as the “record” holder of the securities held
on deposit at DTC for purposes of Rule 14a-8(b)(2)(i). We have never
interpreted the rule to require a shareholder to obtain a proof of ownership
letter from DTC or Cede & Co., and nothing in this guidance should be
construed as changing that view,

How can a shareholder determine whether his or her broker or bank is a
DTC participant?
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Shareholders and companies can confirm whether a particular broker or
bank is a DTC participant by checking DTC’s participant list, which is
currently available on the Internet at
http://www.dtcc.com/downloads/membership/dii ectories/dtc/alpha.pdf.

What if a shareholder’s broker or bank is not on DTC’s participant list?

The shareholder will need to obtain proof of ownership from the DTC
participant through which the securities are held. The shareholder
should be able to find out who this DTC participant is by asking the

‘shareholder’s broker or bank.2

If the DTC participant knows the shareholder’s broker or bank’s
holdings, but does not know the shareholder’s holdings, a shareholder
could satisfy Rule 14a-8(b)(2)(i) by obtaining and submitting two proof
of ownership statements verifying that, at the time the proposal was
submitted, the required amount of securities were continuously held for
at least one year - one from the shareholders broker or bank
confirming the shareholder’s ownership, and the other from the DTC
participant confirming the broker or bank’s ownership.

How will the staff process no-action requests that argue for exclusion on
the basis that the shareholder’s proof of ownership is not from a DTC
participant?

The staff will grant no-action relief to a company on the basis that the
shareholder’s proof of ownership is not from a DTC participant only if
the company’s notice of defect describes the required proof of
ownership in a manner that is consistent with the guidance contained in
this bulletin. Under Rule 14a-8(f)(1), the shareholder will have an
opportunity to obtain the requisite proof of ownership after receiving the
notice of defect.

C. Common errors shareholders can avond when submitting proof of
ownership to companies

In this section, we describe two common errors shareholders make when
submitting proof of ownership for purposes of Rule 14a—8(b)(2), and we
provide guidance on how to avoid these errors.

First, Rule 14a-8(b) requires a shareholder to provide proof of ownership
that he or she has "continuously held at least $2,000 in market value, or
1%, of the company’s securities entitled to be voted on the proposal at the
meeting for at least one year by the date you submit the

" (emphasis added).*2 We note that many proof of ownership
letters do not satisfy this requirement because they do not verify the
shareholder’s beneficial ownership for the entire one-year period preceding
and Including the date the proposal is submitted. In some cases, the letter
speaks as of a date before the date the proposal is submitted, thereby
leaving a gap between the date of the verification and the date the proposal
is submitted. In other cases, the letter speaks as of a date after the date
the proposal was submitted but covers a period of only one year, thus
failing to verify the shareholder’s beneficlal ownership over the required full
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one-year period preceding the date of the proposal’s submission.

Second, many letters fail to confirm continuous ownership of the securities.
This can occur when a broker or bank submits a letter that confirms the
shareholder’s beneficial ownership only as of a specified date but omits any
reference to continuous ownership for a one-year period.

We recognize that the requirements of Rule 14a-8(b) are highly prescriptive
and can cause inconvenience for shareholders when submitting proposals.
Although our administration of Rule 14a-8(b) is constrained by the terms of
the rule, we believe that shareholders can avoid the two errors highlighted
above by arranging to have their broker or bank provide the required
verification of ownership as of the date they plan to submit the proposal
using the following format:

“As of [date the proposal is submitted], [name of shareholder]
held, and has held continuously for at least one year, [number
of securities] shares of [company name] [class of securities].”.L

As discussed above, a shareholder may also need to provide a separate
written statement from the DTC participant through which the sharehoider’s
securities are held If the shareholder's broker or bank Is not a DTC
participant.

D. The submission of revised proposals

On occasion, a shareholder will revise a proposal after submitting it to a
company. This section addresses questions we have received regarding
revisions to a proposal or supporting statement.

1. A shareholder submits a timely proposal. The shareholder then
submits a revised proposal before the company’s deadline for
receiving proposals. Must the company accept the revisions?

Yes. In this situation, we believe the revised proposal serves as a
replacement of the initial proposal. By submitting a revised proposal, the
shareholder has effectively withdrawn the initial proposal. Therefore, the
shareholder is not in violation of the one-proposal limitation in Rule 14a-8
(c).32 If the company intends to submit a no-action request, it must do so
with respect to the revised proposal.

We recognize that in Question and Answer E.2 of SLB No. 14, we indicated
that if a shareholder makes revisions to a proposal before the company
submits its no-action request, the company can choose whether to accept
the revisions. However, this guidance has led some companies to believe
that, in cases where shareholders attempt to make changes to an initial
proposal, the company is free to ignore such revisions even if the revised
proposal is submitted before the company’s deadline for receiving
shareholder proposals. We are revising our guidance on this issue to make
clear that a company may not ignore a revised proposal in this situation.}3

2. A shareholder submits a timely proposal. After the deadline for
receiving proposals, the shareholder submits a revused proposal.
Must the company accept the revisions?
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No. If a shareholder submits revisions to a proposal after the deadline for
receiving proposals under Rule 14a-8(e), the company is not required to
accept the revisions. However, if the company does not accept the
revisions, it must treat the revised proposal as a second proposal and
submit a notice stating its intention to exclude the revised proposal, as
required by Rule 14a-8(j). The company’s notice may cite Rule 14a-8(e) as
the reason for excluding the revised proposal. If the company does not
accept the revisions and intends to exclude the initial proposal, it would
also need to submit its reasons for excluding the initiai proposal.

3. If a shareholder submits a revised proposal, as of which date
must the shareholder prove his or her share ownership?

A shareholder must prove ownership as of the date the original proposal is
submitted. When the Commission has discussed revisions to proposals,1 it
has not suggested that a revision triggers a requirement to provide proof of
ownership a second time. As outlined in Rule 14a-8(b), proving ownership
includes providing a written statement that the shareholder intends to
continue to hold the securities through the date of the shareholder meeting.
Rule 14a-8(f)(2) provides that if the shareholder “fails in [his or her]
promise to hold the required number of securities through the date of the
meeting of shareholders, then the company will be permitted to exclude all
of [the same shareholder’'s] proposals from its proxy materials for any
meeting held in the following two calendar years.” With these provisions in
mind, we do not interpret Rule 14a-8 as requiring additional proof of
ownership when a shareholder submits a revised proposal.12

E. Procedures for withdrawing no-action requests for proposals
submitted by multiple proponents

We have previously addressed the requirements for withdrawing a Rule
14a-8 no-action request in SLB Nos. 14 and 14C, SLB No. 14 notes that a
company should include with a withdrawal letter documentation
demonstrating that a shareholder has withdrawn the proposal. In cases
where a proposal submitted by multiple shareholders is withdrawn, SLB No.
14C states that, if each shareholder has designated a lead individual to act
on its behalf and the company is able to demonstrate that the individual is
authorized to act on behalf of all of the proponents, the company need only
provide a letter from that lead individual indicating that the lead individual
is withdrawing the proposal on behalf of all of the proponents.

Because there is no relief granted by the staff in cases where a no-action
request is withdrawn following the withdrawal of the related proposal, we
recognize that the threshold for withdrawing a no-action request need not
be overly burdensome. Going forward, we will process a withdrawal request
if the company provides a letter from the lead filer that includes a
representation that the lead filer is authorized to withdraw the proposal on
behalf of each proponent identified in the company’s no-action request.i&

F. Use of email to transmit our Rule 14a-8 no-action responses to
companies and proponents

To date, the Division has transmitted copies of our Rule 14a-8 no-action
responses, including copies of the correspondence we have received in
connection with such requests, by U.S. mail to companies and proponents.
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We also post our response and the related correspondence to the
Commission’s website shortly after issuance of our response.

In order to accelerate delivery of staff responses to companies and
proponents, and to reduce our copying and postage costs, going forward,
we intend to transmit our Rute 14a-8 no-action responses by email to
companies and proponents. We therefore encourage both companies and
proponents o include email contact information in any correspondence to
each other and to us. We will use U.S. mail to transmit our no-action
response to any company or proponent for which we do not have email
contact information.

Given the availability of our responses and the related correspondence on
the Commission’s website and the requirement under Rule 14a-8 for
companies and proponents to copy each other on correspondence
submitted to the Commission, we believe it Is unnecessary to transmit
copies of the related correspondence along with our no-action response.
Therefore, we intend to transmit only our staff response and not the
correspondence we receive from the parties. We will continue to post to the
Commission's website copies of this correspondence at the same time that
we post our staff no-action response.

s v

1 See Rule 14a-8(b).

2 For an explanation of the types of share ownership in the U.S., see
Concept Release on U.S. Proxy System, Release No. 34-62495 (July 14,
2010) [75 FR 42982] ("Proxy Mechanics Concept Release”), at Section II.A.
The term “beneficial owner” does not have a uniform meaning under the
federal securities laws. It has a different meaning in this bulletin as
compared to “beneficial owner” and “beneficial ownership” in Sections 13
and 16 of the Exchange Act. Our use of the term in this bulletin is not
intended to suggest that registered owners are not beneficial owners for
purposes of those Exchange Act provisions. See Proposed Amendments to
Rule 14a-8 under the Securitles Exchange Act of 1934 Relating to Proposals
by Security Holders, Release No. 34-12598 (July 7, 1976) [41 FR 29982],

" at n.2 ("The term ‘beneficial owner’ when used in the context of the proxy
rules, and in light of the purposes of those rules, may be interpreted to
have a broader meaning than it would for certain other purpose[s] under
the federal securities laws, such as reporting pursuant to the Williams
Act.”).

3 If a shareholder has filed a Schedule 130, Schedule 13G, Form 3, Form 4
or Form 5 reflecting ownership of the required amount of shares, the
shareholder may instead prove ownership by submitting a copy of such
filings and providing the additional information that is described in Rule
14a-8(b)(2)(ii).

4 DTC holds the deposited securities in “fungible bulk,” meaning that there
are no specifically identifiable shares directly owned by the DTC
participants. Rather, each DTC participant holds a pro rata interest or
position in the aggregate number of shares of a particular issuer held at
DTC. Correspondingly, each customer of a DTC participant — such as an
individual investor - owns a pro rata interest in the shares in which the DTC
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participant has a pro rata interest. See Proxy Mechanics Concept Release,
at Section I1.B.2.a.

» See Exchange Act Rule 17Ad-8.

6 See Net Capital Rule, Release No. 34-31511 (Nov. 24, 1992) [57 FR
56973] (“Net Capital Rule Release”), at Section II.C.

Z see KBR Inc. v. Chevedden, Civil Action No. H-11-0196, 2011 U.S. Dist.
LEXIS 36431, 2011 WL 1463611 (S.D. Tex. Apr. 4, 2011); Apache Corp. v.
Chevedden, 696 F. Supp. 2d 723 (S5.D. Tex. 2010). In both cases, the court
concluded that a securities intermediary was not a record holder for
purposes of Rule 14a-8(b) because it did not appear on a list of the
company’s non-objecting beneficial owners or on any DTC securities
position listing, nor was the intermediary a DTC participant.

8 Techne Corp. (Sept. 20, 1988).

2 In addition, if the shareholder’s broker is an introducing broker, the
shareholder’s account statements should include the clearing broker’s
identity and telephone number. See Net Capital Rule Release, at Section
11.C.(iii). The clearing broker will generally be a DTC participant.

10 For purpbses of Rule 14a-8(b), the submission date of a proposal will
generally precede the company’s receipt date of the proposal, absent the
use of electronic or other means of same-day delivery.

11 This format is acceptable for purposes of Rule 14a-8(b), but it is not
mandatory or exclusive. : ]

12 As such, it is not appropriate for a company to send a notice of defect for
multiple proposals under Rule 14a-8(c) upon receiving a revised proposal.

13 This position will apply to all proposals submitted after an initial proposat
but before the company’s deadline for receiving proposais, regardless of
whether they are explicitly labeled as “revisions” to an initial proposal,
unless the shareholder affirmatively indicates an intent to submit a second,
additional proposal for inclusion in the company’s proxy materials. In that
case, the company must send the shareholder a notice of defect pursuant
to Rule 14a-8(f)(1) if it intends to exclude either proposal from its proxy
materials in reliance on Rule 14a-8(c). In light of this guidance, with
respect to proposals or revisions received before a company’s deadiine for
submission, we will no longer follow Layne Christensen Co. (Mar. 21, 2011)
and other prior staff no-action letters in which we took the view that a
proposal would violate the Rule 14a-8(c) one-proposal limitation if such
proposal is submitted to a company after the company has either submitted
a Rule 14a-8 no-action request to exclude an earlier proposal submitted by
the same proponent or notified the proponent that the earlier proposal was
excludable under the rule.

14 gee, e.g., Adoption of Amendments Relating to Proposals by Security
Holders, Release No. 34-12999 (Nov. 22, 1976) [41 FR 52994].
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15 Because the relevant date for proving ownership under Rule 14a-8(b) is
the date the proposal is submitted, a proponent who does not adequately
prove ownership in connection with a proposal is not permitted to submit
another proposal for the same meeting on a later date.

16 Nothing in this staff position has any effect on the status of any
shareholder-proposal that is not withdrawn by the proponent or its
authorized representative.
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U.S. Securities and bExchange Commissio

Division of Corporation Finance
Securities and Exchange Commission

Shareholder Proposals

Staff Legal Bulletin No. 14G (CF)
Action: Publication of CF Staff Legal Bulletin
Date: October 16, 2012

Summary: This staff legal bulletin provides information for companies and
shareholders regarding Rule 14a-8 under the Securities Exchange Act of
1934,

Supplementary Information: The statements in this bulletin represent
the views of the Division of Corporation Finance (the “Division”). This
bulietin is not a rule, regulation or statement of the Securities and
Exchange Commission (the “Commission”). Further, the Commission has
neither approved nor disapproved its content,

Contacts: For further information, please contact the Division’s Office of
Chief Counsel by calling (202) 551-3500 or by submitting a web-based
request form at https://tts.sec.gov/cgi-bin/corp_fin_interpretive.

A. The purpose of this bulletin

This bulletin is part of a continuing effort by the Division to provide
guidance on important issues arising under Exchange Act Rule 14a-8.
Specifically, this bulletin contains information regarding:

» the parties that can provide proof of ownership under Rule 14a-8(b)
(2)(i) for purposes of verifying whether a beneficial owner is eligible
to submit a proposal under Rule 14a-8;

« the manner in which companies should notify proponents of a failure
to provide proof of ownership for the one-year period required under
Rule 14a-8(b)(1); and

s the use of website references in proposals and supporting
statements.

You can find additional guidance regarding Rule 14a-8 in the following
bulletins that are available on the Commission’s website: SLB No. 14, SLB
No. 14A, SLB No. 148, SLB No. 14C, SLB No. 14D, SLB No. 14E and SLB
No. 14F.
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B. Parties that can provide proof of ownership under Rule 14a-8(b)
(2)(1) for purposes of verifying whether a beneficial owner is
eligible to submit a proposal under Rule 14a-8

1. Sufficiency of proof of ownership letters provided by
affiliates of DTC participants for purposes of Rule 14a-8(b)(2)

M

To be eligible to submit a proposal under Rule 14a-8, a shareholder must,
among other things, provide documentation evidencing that the
shareholder has continuously held at least $2,000 in market value, or 1%,
of the company’s securities entitled to be voted on the proposal at the
shareholder meeting for at least one year as of the date the shareholder
submits the proposal. If the shareholder is a beneficial owner of the
securities, which means that the securities are held in book-entry form
through a securities intermediary, Rule 14a-8(h)(2)(i) provides that this
documentation can be in the form of a “written statement from the ‘record’
holder of your securities (usually a broker or bank)....”

In SLB No. 14F, the Division described its view that only securities
intermediaries that are participants in the Depository Trust Company
("DTC") shouild be viewed as “record” holders of securities that are
deposited at DTC for purposes of Rule 14a-8(b)(2)(i). Therefore, a
beneficial owner must obtain a proof of ownership letter from the DTC
participant through which its securities are held at DTC in order to satisfy
the proof of ownership requirements in Rule 14a-8. '

During the most recent proxy season, some companies questioned the
sufficiency of proof of ownership letters from entities that were not
themselves DTC participants, but were affiliates of DTC participants.t By
virtue of the affiliate relationship, we believe that a securities intermediary
holding shares through its affiliated DTC participant should be in a position
to verify its customers’ ownership of securities. Accordingly, we are of the
view that, for purposes of Rule 14a-8(b)(2)(i), a proof of ownership letter
from an affiliate of a DTC participant satisfies the requirement to provide a
proof of ownership letter from a DTC participant.

2. Adequacy of proof of ownership letters from securities
intermediaries that are not brokers or banks

We understand that there are circumstances in which securities
intermediaries that are not brokers or banks maintain securities accounts in
the ordinary course of their business. A shareholder who holds securities
through a securities intermediary that Is not a broker or bank can satisfy
Rule 14a-8's documentation requirement by submitting a proof of
ownership letter from that securities intermediary.2 If the securities
intermediary Is not a DTC participant or an affiliate of a DTC participant,
then the shareholder will also need to obtain a proof of ownership letter
from the DTC participant or an affiliate of a DTC participant that can verify
the holdings of the securities intermediary.

C. Manner in which companies should notify proponents of a failure

to provide proof of ownership for the one-year period required
under Rule 14a-8(b)(1) ‘
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As discussed in Section C of SLB No. 14F, a common error in proof of
ownership letters is that they do not verify a proponent’s beneficial
ownership for the entire one-year period preceding and including the date
the proposal was submitted, as required by Rule 14a-8(b)(1). In some
cases, the letter speaks as of a date before the date the proposal was
submitted, thereby leaving a gap between the date of verification and the
date the proposal was submitted. In other cases, the letter speaks as of a
date after the date the proposal was submitted but covers a period of only
one year, thus failing to verify the proponent’s beneficial ownership over
the required full one-year period preceding the date of the proposal’s
submission.

Under Rule 14a-8(f), If a proponent falls to follow one of the eligibility or
procedural requirements of the rule, a company may exclude the proposal
only if it notifies the proponent of the defect and the proponent fails to
correct it. In SLB No. 14 and SLB No. 14B, we explained that companies
should provide adequate detail about what a proponent must do to remedy
all eligibility or procedural defects.

We are concerned that companies’ notices of defect are not adequately
describing the defects or explaining what a proponent must do to remedy
defects in proof of ownership letters. For example, some companies’ notices
of defect make no mention of the gap in the period of ownership covered by
the proponent’s proof of ownership letter or other specific deficiencies that
the company has identified. We do nat believe that such notices of defect
serve the purpose of Rule 14a-8(f).

Accordingly, going forward, we will not concur in the exclusion of a proposal
under Rules 14a-8(b) and 14a-8(f) on the basis that a proponent’s proof of
ownership does not cover the one-year period preceding and including the
date the proposal Is submitted unless the company provides a notice of
defect that identifies the specific date on which the proposal was submitted
and explains that the proponent must obtain a new proof of ownership
letter verifying continuous ownership of the requisite amount of securities
for the one-year period preceding and including such date to cure the
defect. We view the proposal’s date of submission as the date the proposal
is postmarked or transmitted electronically. Identifying in the notice of
defect the specific date on which the proposal was submitted will help a
proponent better understand how to remedy the defects described above
and will be particularly helpful in those instances in which it may be difficult
for a proponent to determine the date of submission, such as when the
proposal is not postmarked on the same day it is placed in the mail. In
addition, companies should include copies of the postmark or evidence of
electronic transmission with their no-action requests.

D. Use of website addresses in proposals and supporting
statements

Recently, a number of proponents have included in their proposals or in
their supporting statements the addresses to websites that provide more
information about their proposals. In some cases, companies have sought
to exciude either the website address or the entire proposal due to the
reference to the website address.

In SLB No. 14, we explained that a reference to a website address in a
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proposal does not raise the concerns addressed by the 500-word limitation
in Rule 14a-8(d). We continue to be of this view and, accordingly, we will
continue to count a website address as one word for purposes of Rule 14a-
8(d). To the extent that the company seeks the exclusion of a website
reference in a proposal, but not the proposal itself, we will continue to
follow the guidance stated in SLB No. 14, which provides that references to
website addresses in proposals or supporting statements could be subject
to exclusion under Rule 14a-8(i)(3) if the information contained on the
website is materially false or misleading, iirelevant to the subject matter of
the proposal or otherwise in contravention of the proxy rules, including Rule

14a-9.3

In light of the growing interest in including references to website addresses
in proposals and supporting statements, we are providing additional
guidance on the appropriate use of website addresses in proposals and
supporting statements.4

1. References to website addresses in a proposal or
supporting statement and Rule 14a-8(i)(3)

References to websites in a proposal or supporting statement may raise
concerns under Rule 14a-8(i)(3). In SLB No. 14B, we stated that the
exclusion of a proposal under Rule 14a-8(i)(3) as vague and indefinite may
be appropriate if neither the shareholders voting on the proposal, nor the
company in implementing the proposal (if adopted), would be able to
determine with any reasonable certainty exactly what actions or measures
the proposal requires. In evaluating whether a proposal may be excluded
on this basis, we consider only the information contained in the proposal
and supporting statement and determine whether, based on that
information, shareholders and the company can determine what actions the
proposal seeks.

If a proposal or supporting statement refers to a website that provides
information necessary for shareholders and the company to understand
with reasonable certainty exactly what actions or measures the proposal
requires, and such information is not also contained in the proposal or in
the supporting statement, then we believe the proposal would raise
concerns under Rule 14a-9 and would be subject to exclusion under Rule
14a-8(i)(3) as vague and indefinite. By contrast, if shareholders and the
company can understand with reasonable certainty exactly what actions or
measures the proposal requires without reviewing the information provided
on the website, then we believe that the proposal would not be subject to
exclusion under Rule 14a-8(i)(3) on the basis of the reference to the
website address. In this case, the information on the website only
supplements the information contained in the proposal and in the
supporting statement.

2. Providing the company with the materials that will be
published on the referenced website

We recognize that if a proposal references a website that is not operational
at the time the proposal is submitted, it will be impossible for a company or
the staff to evaluate whether the website reference may be excluded. In
our view, a reference to a non-operational website in a proposal or
supporting statement could be excluded under Rule 14a-8(i)(3) as
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irrelevant to the subject matter of a proposal. We understand, however,
that a proponent may wish to include a reference to a website containing
information related to the proposal but wait to activate the website until it
becomes clear that the proposal will be included in the company’s proxy
materials. Therefore, we will not concur that a reference to a website may
be excluded as irrelevant under Rule 14a-8(i)(3) on the basis that it is not
yet operational if the proponent, at the time the proposal is submitted,
provides the company with the materials that are intended for publication
on the website and a representation that the website will become
operational at, or prior to, the time the company files its definitive proxy
materials.

3. Potential issues that may arise if the content of a
referenced website changes after the proposal is submitted

. To the extent the information on a website changes after submission of a
proposal and the company believes the revised information renders the
website reference excludable under Rule 14a-8, a company seeking our
concurrence that the website reference may be excluded must submit a
letter presenting its reasons for doing so. While Rule 14a-8(j) requires a
company to submit its reasons for exclusion with the Commission no later
than 80 calendar days before It files its definitive proxy materials, we may
concur that the changes to the referenced website constitute “good cause”
for the company to file its reasons for excluding the website reference after
the 80-day deadline and grant the company’s request that the 80-day
requirement be waived.

1 An entity is an “affiliate” of a DTC participant if such entity directly, or
indirectly through one or more intermediaries, controls or is controlled by,
or is under common contro!l with, the DTC participant.

2 Rule 14a-8(b)(2)(i) itself acknowledges that the record holder is “usually,”
but not always, a broker or bank.

3 Rule 14a-9 prohibits statements in proxy materials which, at the time and
in the light of the circumstances under which they are made, are false or
misteading with respect to any material fact, or which omit to state any
material fact necessary in order to make the statements not false or
misleading.

4 A website that provides more information about a shareholder proposal
may constitute a proxy solicitation under the proxy rules. Accordingly, we
remind shareholders who elect to include website addresses in their

- proposals to comply with all applicable rules regarding proxy solicitations.
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Home | Previous Page Modified: 10/16/2012
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From: Michael Pryce-Jones [mailto:Michael.Pryce-Jones@changetowin.ord]
Sent: Friday, December 21, 2012 11:04 AM

To: Tyler, Jacob (LEGAL)
Subject: CtW proof of ownership

Jacob:

1 am in receipt of your letter to my colleague Richard Clayton. It is my understanding that you
should now be in possession of the correct information as my broker (incidentally, MS Smith
Barney) should have faxed over the materials yesterday or the day before.

Can you confirm receipt? And happy holidays, too.
Regards
Michael

Michael "PJ" Pryce-Jdones

Senior Governance Policy Analyst
CtW Investment Group

1900 L St. NW, Suite 900
Washington, DC 20036

Direct Line: (202) 721-6079

Cell: (202) 262-7437


mailto:Pryce-Jones@changetowin.org

From: Tyler, Jacob (LEGAL)

Sent: Friday, December 21, 2012 4:08 PM
To: Michael Pryce-Jones

Subject: RE: CtW proof of ownership

Michael:
I have not received a fax. My direct fax number is (212) 507-0010.

Best regards,

Jacob Tyler, Executive Director

Morgan Stanley | Legal and Compliance

1221 Ave of the Americas, 35th Floor | New York, NY 10020
Phone: +1 212 762-7325

Jacob Tvler@morganstanley.com

NOTICE: Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be,
and do not constitute, advice within the meaning of Section 975 of the Dodd-Frank Wall Street Reform and Consumer Protection
Act. If you have received this communication in error, please desiray all electronic and paper copies and notify the sender
immediately. Mistransmission is not intended to waive confidentiality or privilege. Morgan Stanley reserves the right, to the extent
permitted under applicable law, to monitor electronic communications. This message is subject to terms available at the following
link: hitp://www.morganstanley.com/disclaimers If you cannot access these links, please notify us by reply message and we will
send the contents to you. By messaging with Morgan Stanley you consent ta the foregoing.



From: Michael Pryce-Jones [mailto:Michael.Pryce-Jones@changetowin.org]

Sent: Friday, December 21, 2012 4:09 PM
To: Tyler, Jacob (LEGAL)
Subject: Read: CtW proof of ownership

Your message
To:
Subject: CtW proof of ownership
Sent: Friday, December 21, 2012 9:09:11 PM UTC

was read on Friday, December 21, 2012 9:09:07 PM UTC.


mailto:Michaei.Pryce-Jones@changetowin.orgl

From: Michael Pryce-Jones [mailto:Michael. Pmce-Jones@changetowm ord]
Sent: Friday, December 21, 2012 4:13 PM

To: Tyler, Jacob (LEGAL)
Cc: Etelvina Martinez
Subject: RE: CtW proof of ownership

It was faxed to the following number 302 655 5049 for the attention of Martin Cohen, Corporate
Secretary.

Can you confirm this fax received the information.

Please include my colleague Etelvina on any response (she is cc'd here)


mailto:Pryce-Jones@chanqetowin.org

From: Tyler, Jacob (LEGAL)

Sent: Friday, December 21, 2012 6:31 PM
To: Michael Pryce-Jones

Cc: Etelvina Martinez

Subject: RE: CtW proof of ownership

Michael and Etelvina:

The fax number in your email is not a Morgan Stanley fax number and we do not receive faxes
that are sent to this number. Please resend the requisite information to my attention at (212) 507-
0010 or at the address or email listed below within the timeframe set forth in my letter dated

. December 14, 2012.

Best, Jake

Jacob Tyler, Executive Director

Morgan Staniey | Legal and Compliance

1221 Ave of the Americas, 35th Floor | New York, NY 10020
Phone: +1 212 762-7325

Jacob Tvler@morganstaniey.com

NOTICE: Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be,
and do not constitute, advice within the meaning of Section 975 of the Dodd-Frank Wall Street Reform and Consumer Protection
Act. If you have received this communication in error, please destroy all electronic and paper copies and notify the sender
immediately. Mistransmission is not infended to waive confidentiality or privilege. Morgan Stanley reserves the right, to the extent
permitted under applicable law, to monitor electronic communications. This message is subject to terms available at the following
link: hitp://www.morganstanley.com/disclaimers If you cannot-access these links, please notify us by reply message and we will
send the contenis to you. By messaging with Morgan Stanley you consent to the foregoing.



From: Michael Pryce-Jones [Michael Pryce-Jones@changetowin.org]
Sent: Friday, December 21, 2012 08:46 PM Eastern Standard Time
To: Tyler, Jacob (LEGAL)

Subject: Read: RE: CtW proof of ownership
Your message

To:

Subject: CtW proof of ownership

Sent: Saturday, December 22, 2012 1:46:28 AM UTC

was read on Saturday, December 22, 2012 1:46:27 AM UTC.


mailto:Michael.Pryce-Jones@changetowin.org

From: Etelvina Martinez [mailto:Etelvina.Martinez@changetowin.org]

Sent: Saturday, December 22, 2012 9:30 PM
To: Tyler, Jacob (LEGAL)
Subject: Read: RE: CtW proof of ownership

Your message
To:
Subject: CtW proof of ownership
Sent: Sunday, December 23, 2012 2:30:29 AM UTC

was read-on Sunday, December 23, 2012 2:30:23 AM UTC.


mailto:mailto:Etelvina.Martinez@changetowin.org

Exhibit B

Morgan Stanley Municipal Issuer and Investor Conference Presentation



Morgan Stanley

Morgan Stanley Municipal Issuer and Investor
Conference

Ruth Porat, Executive Vice President and

Chief Financial Officer
June 7, 2012

This slide is part of a presentation by Morgan Stanley and is intended to be viewed as part of that presentation. The presentation is based on information generally
available to the public and does not contain any material, non-public information. The presentation has not been updated since it was originally presented.



Notice

The information provided herein may include certain non-GAAP financial measures. The
reconciliation of such measures to the comparable GAAP figures are included in the
Company’s Annual Report on Form 10-K, Quarterly Reports on Form 10-Q and the
Company’s Current Reports on Form 8-K, as applicable, including any amendments
thereto, which are available on www.morganstanley.com.

This presentation may contain forward-looking statements. You are cautioned not to place
undue reliance on forward-looking statements, which speak only as of the date on which
they are made, which reflect management’s current estimates, projections, expectations or
beliefs and which are subject to risks and uncertainties that may cause actual results to
differ materially. For a discussion of risks and uncertainties that may affect the future results
of the Company, please see the Company’s Annual Report on Form 10-K, the Company’s
Quarterly Reports on Form 10-Q and the Company’s Current Reports on Form 8-K, as
applicable, including any amendments thereto. This presentation is not an offer to buy or
sell any security

Please note this presentation is available at www.morganstanley.com.

Morgan Stanley 2

This slide is part of a presentation by Morgan Stanley and is intended to be viewed as part of that presentation. The presentation is based on information generally
available to the public and does not contain any rial, non-public inf ion. The presentation has not been updated since it was originally presented.
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Fortified Business and Balance Sheet to Deliver for

Clients and Stakeholders

@ Meaningfully de-risked

e Enhanced business mix

© solidgified MUFG partnership

0 Restructured balance sheet and funding
o Enhanced liquidity position

e Strong capital under Basel | and Basel Il

o Metrics underscore commitment to risk discipline

Morgan Stanley | | 3
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1 Meaningfully De-risked: Disciplined Execution, Fortified
Foundation, Strengthened Business Mix

Specific Actions to Fundamentally Re-Tool Morgan Stanley from 2009 — 2012

Legacy Exit giiggi?)cl:ii:tla Capital Liquidity

¢ Revel disposition ¢ Compensation Created e MUFG conversion o WAM extension
. approach 8.1Bn .
¢ Proprietary desks r:sptructure d ¢ MSSB $ o Maturity and
eliminated Right-sized ¢ CIC conversion investor
. — Clawbacks g $5.6Bn diversification
e PDT spin off Risk adiustment | |  FICC
¢ Frontpoint spun off - eradusimen » Categorized
o Non-compensation Sold assets by
o MBIA settlement fundabili
expense controls o Saxon™ | ty
¢ Creation of “spare
o 31 .4Bp expense e CICC on p
reduction plan capacity
Vi .
* Invesco stake ¢ Growth of deposit
¢ Retail asset funding
management
e MSCI
Source: Morgan Stantey SEC Filings
(1)  On October 24, 2011, the Company announced that it had reached an agreement to sell Saxon, a provider of servicing and subservicing of
residential mortgage loans, to Ocwen Financial Corporation. During the first quarter of 2012, the transaction was restructured as a sale of Saxon’s
M Or a n St a n le assets, the first phase of which was completed in the second quarter of 2012. The remaining operations of Saxon are expected to be wound down
g y within the year. 4

This slide is part of a presentation by Morgan Stanlsy and is intended to be wewed as part of that presentation. The presentatnon is based on mfonnatlon generally
available to the public and does not contain any non-public inf The has not been updated since it was

Y P



2 Enhanced Business Mix: Morgan Stanley Today Is More

Balanced

2007 —- 2011 Revenue Split — Excluding Selected
Items For Comparability("

(%)

¢ Right-sized ISG: Fixed Income move towards
flow product, Equities more balanced product
and geographic mix, IBD retains leadership
Other position

o Well integrated, well positioned MSSB:
Greater mix of fee-based assets, significant
GWM & AM scale, closer alignment with ISG, platform
integration almost complete

¢ Strong risk discipline: Rigorous and frequent
stress-testing, significant market and credit risk
limits, reports to CEO and Board

>Sales & Trading ® Strong capital and liquidity: Industry leading
Basel | and Il capital ratios, high quality and
large liquidity buffer based on dynamic

Contingency Funding Plan

IBD

e Processes ensure risk continuity:
2007 2011 Institutionalization of processes ensure
durability

Source: Morgan Stanley SEC Filings
M Or a n St a n le (1)  Revenues in 2007 exclude gains of $840MM related to DVA and $9.4Bn of mortgage-related losses. Revenues in 2011 exclude gains of $3.7Bn
g y related to DVA, losses of $655MM related to MUMSS and losses of $1.7Bn related to the MBIA settlement. 5

This slide is part of a presentation by Morgan Stanley and is intended to be viewad as part of that presentation. The presentauon is based on information genarauy
available to the public and does not contain any ial, non-public inft The 1 has not been updated since it was origi pr




3 Solidified MUFG Partnership: “For Decades to Come”

2010 2011

Conversion of MUFG
preferred shares into common

2008

$7.8 billion of perpetual
non-cumulative convertible
preferred stock with a 10%
dividend

~  21% common shareholder

(implied)

$1.2 billion of perpetual
non-cumulative non-
convertible preferred stock
with a 10% dividend

One MUFG representative on

Morgan Stanley Board

s Support of two Morgan
Stanley offerings
-~ May - exchanged 640,909
shares of preferred for
29,375,000 of common

— June — MUFG purchased
an additional 17,178,055
shares of common

¢ Morgan Stanley and Bank of
Tokyo-Mitsubishi UFJ
(“BTMU”) entered into a loan
market joint venture (“‘LMJV")
in the Americas

~ As of 4Q 2011, the LMJV
had executed 179
relationship lending
transactions totaling $41Bn
in commitments

— Also collaborate on event
financing

o Agreements to refer
businesses to each other in
EMEA and Asia

Created securities joint

venture in Japan

~ Morgan Stanley MUFG
Securities (consolidated
by Morgan Stanley) and
Mitsubishi UFJ Morgan
Stanley Securities
(consolidated by MUFG)

MUFG owns a 60% economic
interest in both entities in the
joint venture

Bolstered Tier 1 Common
Ratio

Conversion eliminated
$780 miillion in annual
preferred dividends
22.4% common
shareholder

+ Two MUFG representatives
on Morgan Stanley Board

Expanded Morgan Stanley's
access to long-term debt
markets through MUFG
distribution of Uridashi notes

Continuing to expand

partnership opportunities

Morgan Stanley

This sfide is part of a presentation by Morgan Stanley and is intended to be vipwad as part of that presentation. The presentation is based on information generally

available to the public and does not contain any

ial, non-public inf

The presentation has not been updated since it was originally presented.




4 Restructured Balance Sheet and Funding: Reduced
Leverage and Increased Funding Durability

($Bn)

Events 4Q07 1Q12 (%) Change @
Balance Sheet: Significant decline in size 1,045 781 (25)
Short-Term Borrowings: No reliance on 2a7 funds or commercial paper 35 2 (94)
Secured Funding: Major decline in balance since 4Q07, with significant WAM extension 301 163 (45)
Long-Term Debt®: 38% of total funding, up from 32%, with expanded global diversification 191 177 )

Deposits: Transformed deposit-taking capability; 1Q12 proforma, 11" largest depoSitory
in U.S.,™ with MSSB JV total deposits of $112bn. 1Q12 Morgan Stanley only deposits,
15" largest™® 31 66 113

Shareholders’ Equity: Doubled equity 31 62 100

Source: Morgan Stanley SEC Filings and SNL Financial
(1) 4Q07 figures as reported on a fiscal-year basis with a year ending on November 300,
(2)  Percent change represents change from 4Q07 to 1Q12.
(3)  Long-term debt percentage represents percentage of total funding liabilities. Total funding liabilities = CP + Secured Funding + Long-Term Debt +

M Or a n St a n le Deposits + Shareholders’ Equity.
g y (4)  Excludes foreign banks’ US Bank Holding companies. 7

This slide is part of a presentation by Morgan Stantey and is intended to be viewed as part of that presentation. The presentation is based on information generally
available to the public and does not contain any ial, non-public inf ion. The presentation has not been updated since it was originally presented.




5 Enhanced Liquidity Position: Absolute and Relative to

Both Stress Environment and Peers
Period End Balance ($Bn)

Avg. 2011 = $1778B Ave. 1012
vg. = n
=$178Bn
190 — —"~ ~ ,i/g__\
| Avg. 2010 = $159Bn ' $182Bn  g1g0gn  $182Bn Mo omn
Avg. 2009 A

175 =$154Bn 7 $171Bn  $172Bn

$163Bn $162Bn
160

$153Bn

Avg. 2008
145 = $138Bn00

$130Bn
130
115 B
2008 2009 1Q10 2Q10 3Q10 4Q10 1Q1 2Q1 3Q11 4Q11 1Q12
Period End
Balance
Sheet $659Bn $771Bn $820Bn $809Bn $841Bn $808Bn $836Bn $831Bn $795Bn $750Bn $781Bn
M St l Source: Morgan Staniey SEC Filings
O rg a n a n ey (1) The Firm switched from fiscal year reporting to calendar year reporting at the end of 2008. 8

This slide is part of a presentation by Morgan Stanley and is intended to be viewed as part of that presentation. The presentation is based on information generally
available to the public and does not contain any ial, non-public inf ion. The p 1 has not been updated since it was originally presented.




Key Considerations in Sizing the Liquidity Reserve

lllustrative Drivers of Liquidity Sizing Four Building Blocks

($Bn)
$183Bn $176Bn(Y

> Additional
reserve

J
. ; Collateral

Other
contingent
outflows

Balance sheet
size and )
composition

Rolling 12
month
maturities

3Q11 Average 2Q12TD Average

Source: Morgan Stanley SEC Filings and Company Data

Morgan Stanley (1) Asof May 17,2012,

This slide is part of a presentation by Morgan Stanley and is intended to be viewed as part of that presentation. The presentation is based on information generally

available to the public and does not contain any ial, non-public inf Thep has not been updated since it was originally presented.




Liquidity Reserve Requirements Decrease With

Declining Forward 12—Month Maturity Schedule

Projected Average 12-Month Forward Maturities(

» Key component of sizing the liquidity reserve is 12-month forward debt maturities; these have declined
meaningfully

o Reduced net debt by more than $16 billion since the end of 1Q11 while maintaining strong liquidity

($Bn)
$40

$35

$30

$25
$20
$15
$10

$5

1@ 20 32 4Q1Q 22 3Q 4Q. 1Q 22 3Q 4Q 1Q 20 3Q 4Q,
2010 2011 2012 2013
IVI O rg a n Sta n ley ) g?o?;;e;dMa%E;ges tfirr‘\:»?ayrg ?nrgffn{;i):agztrae based on quarterly data and do not account for funding refated activities since 3/30/12. 10

This slide is part of a presentation by Morgan Stanley and is intended to be viewed as part of that presentation. The presentation is based on information generally
available to the public and does not contain any ial, non-public inft ion. The presentation has not been updated since it was originally presented.




Meaningful Improvement in Parent Debt Coverage

While Reducing Net Debt

Liquidity ($Bn) : Parent Debt Coverage (Months) (!
$200 40
38
35
$150
30
$100
25
$50
: 20
$0 : _ 15
1Q10 2Q10 3Q10 4Q10 1Q11 2Q11 3Q11 4Q11 1Q12
Period End

Liquidity $1563Bn $153Bn $162Bn $171Bn  $172Bn $182Bn  $180Bn $182Bn  $179Bn

Parent Liquidity I Bank Subs Liquidity Non-Bank Subs Liquidity === Parent Debt Coverage (Months) ")

Source: Morgan Stanley SEC Filings and Company Data

M O rg a n St a n ley (1) Number of months Parent Liquidity can meet non-bank unsecured maturities without issuance or other avaitable liquidity from non-bank 1
subsidiaries.

This slide is part of a presentation by Morgan Stanley and is intended to be viewed as part of that p ion. The pr ion is based on information generally
available to the public and does not contain any ial, non-public inf tion. The p has not been updated since it was originall; d
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Morgan Stanley Credit Metrics Strong vs. U.S. and

European Peers

Liquidity / 2012 — 2013 Debt Maturities®

4.0 38 Morgan U.S. Peer

Stanley  Average®

3.5

3.0

2 Bx Leverage(® (Assets /
25 ; Tangible Equity) 13x 14x 26x
20
a @)

15 1.3x ?g‘t"arlt [:Tjr:g;ncg’ebt ! 0% 5% 7%
1.0
05 Secured Funding

WAM >120 days N/D N/D
0.0
‘ Morgan U.S. Peer European

Stanley Average“’ Peer Average(s)

Source: Company SEC Fiflings and Corﬁpany Data as of March 31, 2012
1) Morgan Stanley, Goldman Sachs, JP Morgan, Citigroup, Bank of America and Credit Suisse data based on U.S. GAAP accounting. Deutsche Bank, UBS, Barclays, BBVA,
Santander and UniCredit data based on {FRS accounting. Dus to differences in accounting bases, information presented is directional.
2) Assets adjusted to U.S. GAAP presentation from IFRS presentation by Morgan Staniey for European peers except BBVA, Santander and UniCredit.
{3) Morgan Stanley estimate for European peers,
M 0 rg a n St a n ley 4) Includes JP Morgan, Goldman Sachs, Citigroup and Bank of America. 1 2
(5) Includes Credit Suisse, Santander, Deutsche Bank, Societe Generale, Barclays, BBVA, UBS and UniCredit.
This slide is part of a presentation by Morgan Stanley and is intended to be viewed as part of that presentation. The presentation is based on information generally
available to the public and does not contain any material, non-public inf tion. The presentation has not been updated since it was originally presented.




6 Strong Capital Under Basel | and Basel Ill: Prudent

Capital Management

Basel 1/2.5 Tier 1 Common Ratio Basel 1/2.5 Tier 1 Capital Ratio Basel lll Tier 1 Common Ratio

as of 1Q 2012 as of 1Q 2012 Guidance as of 1Q 2012
(Common Less Tier 1 Deductions) / RWA (%) Tier 1 Capital / RWA (%) (%)

Bank A (B 2.5) | Bank A (B 2.5)

| i o7 worgen seney |
Morgan Stanley _ 13.3 Morgan Stanley —16.8 Bank G

Bank D (B 2.5) . 15.6 Bank B

Bank B

Bank A

Bank C Bank B

143 Bank C

o s Bank F

Bank D (B 2.5) Bank C |

Bank E (B 2.5) Bank H (B 2.5)

Bank F

134 Bank H N/A

Bank F £

Bank E (B 2.5) i 12.7 Bank D N/A

Bank G

Bank G Bank E N/A

Bank H (B 2.5)

Il Morgan Stanley 1Q 2012 B Peers 102012 (B 2.5) Basel 2.5

* Information presented is directional, as actual comparisons among institutions is not possible due to differing capital regimes
(e.g., Basel | vs. Basel 2.5), local regulatory capital interpretations, and differing accounting regimes (e.g., US GAAP vs. IFRS).

M Or a n St a n le Source: Company 10Q Filings, 6-K Filings, Publicly Available Interim Reports and Conference Call Transcripts
g y (1)  Peer group includes Goldman Sachs, JP Morgan, Bank of America, Citigroup, UBS, Deutsche Bank, Barclays and Credit Suisse. 13

This slide is part of a presentation by Morgan Stanley and is intended to be viewad as part of that presentation. The presentation is based on information generally
available to the public and does not contain any material, non-public information. The presentation has not been updated since it was originally presented.



7 Metrics Underscore Commitment to Risk Discipline: Move
to Flow Products

Morgan Stanley wallet share has improved while systematically de-risking

¢ Financial Instruments Owned / Trading Assets: Systematically reduced trading assets
as % of total assets since 2008 — at 1Q12 trading assets were 36% of total assets
due to increased liquidity and rebalancing business — U.S. peers either modestly up
or relatively flat since 2008

e U.S. Government and Agencies: Up 195% vs. 2008 — a more significant increase
than peers. Represents 8% of total assets and 21% of trading assets as of 1Q12

 Asset Backed: Significant contraction vs. growth for some peers

e Level 3 Assets: Meaningful decline; represents 4% of assets and 11% of trading
assets as of 1Q12 — lower than all U.S. peers

o Derivatives: Meaningful decline and lowest among peers at 14% of trading assets

M Or an Stanle Source: Company SEC Filings
g y (1) Fair value disclosures in SEC filings. 14
Th slide is part of a presett byMrg St Iy d H dd be e as part of that The,, n is based ol ion generally
vailable to the public and doe y mat on-public information. The presentation has not been updat icetws‘., y p d




Morgan Stanley vs. U.S. Peers — Level 3 Assets

Level 3
($Bn)
1 ] 1 1 1
} 1 1 H :
; 1 $130 ; : .
1 1 1 1 !
1 1 1 i |
] } 1 1 !
; i : i |
$96 ! ! ! ! !
! 1 i I 1 ]
! i [ 1s80%83g81 | : :
] 1 1 ) I
| $66 : : i :
L} I 1 1 1
1 ] } 1 1
| [ 545348848 | : i :
] 1 1 1 1
J L} 1 1 1
1 } ] 1k 1
1 1 1 ' !
i 1 H 1 L}
1 1 1 N 1
i ] 1 i 1
i 1 1 i !
1 } 1 ] 1
: : | : :
% of Total ] 1 ] ] :Average
Assets 15 4 3 4,7 55 5,6 4 43,7 4 2 3,3 3 2 2,;112:3%
%ofTrading 1 T T T T T T T T Average
Assets 35 119 1 20 13 13 12} 26 16 19 18 | 35 22 14 19 | 37 35 25 18,1Q12:16%
i
Morgan Stanley : Bank 1 : Bank 2 i Bank 3 : Bank 4 !

B 2008 W 2010

2011 i 1Q12

Source: Company SEC Filings
IVI Or a n St a n le (1)  Fair value disclosures in SEC filings.
g y (2)  Peer group includes Goldman Sachs, JP Morgan, Bank of America, and Citigroup. 15
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available to the public and does not contain any ial, non-public inf tion. The p ion has not been updated since it was originally presented.




Morgan Stanley vs. U.S. Peers — Derivatives

Derivatives
($Bn)

$100

$57

1 1
i 1
i 1
i 1
i 1
M 1
1 1
1 1
1 1
1 1
1 1
1 1
1 t
1 i
1 i
] t
1 t
] !
1 i
1 !
1 1 $62
1 i
1 1
1 1
1 1
1 I
1 !
i 1
i 1
i 1
' !
| 1
1 )
1 1
1 1

+ )
1 !
1 ;
1 :
1 i
1 :

N/D !
% of Total |Average
Assets 15 6 6 5 ND4 4 4 'ND3 3 3 11Q12: 4%
%of Trading r [ i :Nlér-aéé -
Assets 36 17 17 } 39 52 22 18 | N/D16 21 19 | N/D16 21 18 | N/D 37 43 28,1Q12: 19%
] 1
Morgan Stanley : Bank 1 Bank 2 Bank 3 ! Bank 4 !

2008 H 2010

2011 [l 1Q12

Source: Company SEC Filings
M Or a n St a n l e (1) Fair vaiue disclosures in SEC filings.
g y (2)  Peer group includes Goldman Sachs, JP Morgan, Bank of America, and Citigroup. 16
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Case Study: Prime Brokerage
What’s Changed?

Funding & BRM | Contractual Clarity Ko

¢ Underlying ¢ Expectations e Significant e Hedge funds use
approach for PB aligned investments in on average three to
I:as;d on ;t}abl:l « Certainty around technology four prime brokers
urI\f ;ngdr_a erthan margin e Quality of service is | |¢ MS Response:
sefi-unding requirements and best-in-class - Partner and

o Asset/ Liabilit
management d collateral types o Materially improved allocate balance

-8 rt h heet

e Enhanced collateral e:ﬁs:cee; by throug put‘ shee

management : - Adjacencies
trols & analytics to ACrOSS

controls assess risk .
governance businesses

Morgan Stanley 17

This slide is part of a presentation by Morgan Stanley and is intended to be wewed as pan of that presentation. The pmsentatlon is based on| informauon ganara“y
available to the public and does not contain any non-public ir The has not been updated since it was origi p




Fortified Business and Balance Sheet to Deliver for

Clients and Stakeholders

o Meaningfully de-risked

e Enhanced business mix

© solidified MUFG partnership

° Restructured balance sheet and funding
o Enhanced liquidity position

o Strong capital under Basel | and Basel lli

o Metrics underscore commitment to risk discipline

Morgan Stanley | 18
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Morgan Stanley

Morgan Stanley Municipal Issuer and Investor
Conference |

Ruth Porat, Executive Vice President and

Chief Financial Officer
June 7, 2012

This slide is part of a presentation by Morgan Stanley and is intended to be viewed as part of that presentation. The presentation is based on information generally
available to the public and does not contain any material, non-public information. The presentation has not been updated since it was originally presented.
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Morgan Stanley

Morgan Stanley U.S. Financials Conference

James P. Gorman, Chairman and Chief Executive Officer

June 12, 2012
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Notice

The information provided herein may include certain non-GAAP financial measures.

The reconciliation of such measures to the comparable GAAP figures are included in the
Company’s Annual Report on Form 10-K for the year ended December 31, 2011

(“Annual Report on Form 10-K”), the Company’s Quarterly Reports on Form 10-Q and the
Company’s Current Reports on Form 8-K, including any amendments thereto, which are
available on www.morganstanley.com.

This presentation may contain forward-looking statements. You are cautioned not to place
undue reliance on forward-looking statements, which speak only as of the date on which
they are made, which reflect management’s current estimates, projections, expectations
or beliefs and which are subject to risks and uncertainties that may cause actual results to
differ materially. For a discussion of risks and uncertainties that may affect the future
results of the Company, please see the Company’s Annual Report on Form 10-K, the
Company’s Quarterly Reports on Form 10-Q and the Company’s Current Reports on
Form 8-K. This presentation is not an offer to buy or sell any security.

Please note this presentation is available at www.morganstanley.com.

M O r a n St a n le This slide Is part of a presentation by Morgan Stanley and Is intended to be viewed as part of that presentation. The presentation Is based on information generally avallable to the public and
does not contain any material, non-public information. The presentation has not been updated since it was originally presented.
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Morgan Stanley 2009 — 2012 Actions Demonstrate
Systematic Execution

Actions and Investments Provide Critical Insight About Morgan Stanley

¢ Revel disposition

o Proprietary desks
eliminated

o PDT spin off
« Frontpoint spun off
+ MBIA settlement

¢ Compensation
approach restructured

- Clawbacks
- Risk adjustment

¢ Non-compensation
expense controls

¢ $1.4Bn expense
reduction plan

Created

o MSSB
Right-sized
e FICC
Sold

e Saxon(l
e CICC

¢ Retail asset
management

¢ Invesco stake
¢ MSCI

Specific Actions to Fundamentally Re-Tool Morgan Stanley from 2009 — 2012

¢ MUFG conversion
$8.1Bn

¢ CIC conversion
$5.6Bn

WAM extension
Maturity and investor
diversification
Categorized assets by
fundability

Creation of “spare
capacity”

Growth of deposit
funding

Right-Sized ISG

Positioned MSSB

Strong Risk
Discipline

Strong Capital and

Liquidity

These Actions Have Yielded Numerous Benefits

Well Integrated, Well Processes Reinforce

Risk Culture

Morgan Stanley

Source: Morgan Stanley SEC Filings

(1)  On October 24, 2011, the Company announced that it had reached an agreement to sell Saxon, a provider of servicing and subservicing of residentfal morlgage loans, to
QOcwen Financial Corporation. During the first quarter of 2012, the transaction was restructured as a sale of Saxon’s assets, the first phase of which was completed in the
second quarter of 2012. The remaining operations of Saxon are expected to be wound down within the year.
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Stronger Funding and Reduced Leverage

4Q07 ®
Shareholders’ Equity $31Bn $62Bn +100%
e Strong capital ratios under Basel 1 and Basel 3
Tier 1 Common (Basel 1) 7.7%® 13.3% +550bps
Tier 1 Common (Basel 3) N/A ~9% @
Liquidity Reserve $118Bn $179Bn +52%

o Reserve is of the highest quality and is up significantly on an absolute basis and as a
percentage of total assets

Liquidity Reserve as % of Total Assets | 11% 23% +2X
Total Assets $1,045Bn $781Bn (25%)
¢ Significant decline; decrease in less liquid assets, increase in more liquid assets

¢ Significant decline in leverage

Source: Morgan Stantey SEC Filings
(1) 4Q07 figures as reported on a fiscal-year basis with a year ending on November 301
(2) Estimated for Noverber 2007; Tier 1 Common Ratio introduced in Aprit 2009
(3} Subject to final rule making, our Tier 1 common ratio under Base! Il was between 8% and 10% pro forma as of the end of the first quarter
4) Leverage ratio equals total assets divided by tangible Morgan Stanley shareholders’ equity

(
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MUFG Relationship: Partnership “For Decades
to Come”

» $7.8 billion of perpetual
non-cumulative convertible
preferred stock with a 10%
dividend

¢ $1.2 billion of perpetual non-
cumulative non-convertible
preferred stock with a 10%
dividend

¢ One MUFG representative on
Morgan Stanley Board

¢ Support of two Morgan Stanley
offerings:

- May - exchanged 640,909
shares of non-convertible
preferred for 29,375,000 of
common

- June — MUFG purchased an
additional 17,178,055 shares
of common

s Morgan Stanley and Bank of
Tokyo-Mitsubishi UFJ (“BTMU")
entered into a loan market joint
venture ("LMJV”) in the
Americas

- Asof 4Q 2011, the LMJV
had executed 179
relationship lending
transactions totaling $41B in
commitments

- Also collaborate on event
financing

¢ Agreements to refer businesses
to each other in EMEA and Asia

¢ Created securities joint venture
in Japan

- Morgan Stanley MUFG
Securities (consolidated by
Morgan Stanley) and
Mitsubishi UFJ Morgan
Stanley Securities
(consolidated by MUFG)

e MUFG owns a 60% economic
interest in both entities in the
joint venture

o Conversion of MUFG preferred
shares into common

— Improved Tier 1 Common
Ratio

- Conversion eliminated
$780 million in annual
preferred dividends

- ~22% common shareholder

¢ Two MUFG representatives on
Morgan Stanley Board

¢ Expanded Morgan Stanley's
access to long-term debt
markets through MUFG
distribution of Uridashi notes

¢ Continuing to expand
partnership opportunities
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MSSB Increases Stability and Enhances Franchise Value

Global Wealth Management Revenue Stability, Notwithstanding Volatile Markets
S&P 500 Index Level () vs. Quarterly GWM Revenues in ($Bn)

1,400 4.0
1,300 | e ms e i
1,200 . e et — 2o
1,100 ~._.‘_-— - '
1,000 2.5

1Q10 2Q10 3Q10 4Q10 . 1Q11 2Q1 3Q1 4Q11 1Q12
=ms (WM Revenue =nx  S&P 500 Index (Quarter-End) '

Client Assets ? Scale Business With Attractive Pre-tax Margins
(1Q12 AuM; $Bn) Pre-tax Margin in % vs. Net Revenue ($Bn)
2,000 $1,744 25%
1,500 91,400 20%
1,000 $851 15%
500 10%
0 5%
Morgan Bank A Bank B Bank C 0 5 10 15

Stanley ®BankA eBankB ®BankC eBankE ©BankE

Source: SEC Filings, Morgan Stanley estimated company data based on historical disclosed pre-tax margins

(1) S&P 500 index leve! at quarter-end from FactSet

(2) Peer population includes Merrill Lynch Wealth Management, Wells Fargo, UBS Wealth Management Americas

(3) Data from 2001 — 2008; Peer population includes Merrli Lynch Global Private Clients, Wachovia Capital Managemant and Wachovia Wealth Management, Citi Global Weaith
Management (Legacy), Raymond James, AG Edwards
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Process Improvements Across the Firm

e Governance Structure

Risk Management

e Finance Controls

Liquidity Mahagement

Compensation

Non-compensation Expenses / Office of Re-engineering

M O r a n St a n le This slide Is part of a presentation by Morgan Stanley and Is intended to be viewed as part of that presentation. The presentation is based on information generally avaitable to the public and 7
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Enhanced Risk Governance Structure

Morgan Stanley

|o Fortified key governance committees and

created/enhanced select committees (e.g., Board |

MS Board < i Risk Committee) !

Audit Committee Risk Committee

~ ¢ Chairman of the U.K. Financial Services Authority |

MS CEO & Strategic Firm Risk Governance (1997 — 2003) i
Senior < Transactions Committee Process Review ¢ Deputy Governor of the Bank of England

Management Committee Subcommittee (1995 -1997)

¢ Director General of the Confederation of British
Industry (1992 — 1995)

Operational Risk Audit Committee and Operations a

Qversight .
Co\;nm;gee Technology Committee
MS Senior
Management ] ) o Chief Accountant for the U.S. Securities and
Divisional Risk Franchise CO&“'S“QL‘iTﬂand t Excf)ange CommISS}on (2003 - 2005) ) |
Committees Committee naerTiling » Senior Partner at PricewaterhouseCoopers prior |
Committee I to joining the SEC
|~ Led PricewaterhouseCoopers national office for ’
ituti | accounting and SEC Services (1988 — 1994) |
Institutional " . | :
Securities Risk GWMG/MssB | o camA | CREL-Global I Bauly , :
Committee Risk Committes ! arge Loa naerwrlting Compensation Committee
. Committee Committee Committee
Divisional < (SRC)
nsn‘::‘i:gr ement L d | » Co-Chair of the National Commission on Fiscal
MSIM Core Risk gverage Responsibility and Reform (since 2010)
Management » White House Chief of Staff (1997 — 1998)

Committee . Underwlntmg
o : . Committee

¢ Head of the Small Business Administration

Finance \ ‘ i %
; (appointed 1993)

M 0 rg a n Sta n ley This slide is part of a presentation by Morgan Stanley and is intended to be viewed as part of that presentation. The presentation is based on Inf lon g lly available to the public and 8
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Invested in Risk Management Talent, Analytical Tools
and Processes

The Firm Strengthened Risk Management Through Enhancements to Governance,
Controls and Infrastructure

e Governance
— New Committees
« Established Board Risk Committee in 2010; oversees risk governance structure and guidelines for market and credit risk, as well as capital, liquidity and
funding levels
- Oversees performance of the Chief Risk Officer (CRO)
» Established additional formal risk oversight committees throughout 2009 and 2010
- Established greater CRO independence, with dual direct reporting lines to the CEO and the Board Risk Committee
- Expanded and strengthened Risk Management policies and procedures

o Infrastructure and resources .
~ Headcount more than doubled between 2008 and 2012
— Strengthened Risk Management senior leadership and governance
- Improved quality of risk data and systems

¢ Control enhancements (including increased number of limits, improved stress testing and comprehensive model controt)

Strengthened Governance With Direct Reporting Lines

M O r a n St a n le This slide Is part of a presentation by Morgan Stanley and is Intended to be viewed as part of that presentation. The presentation is based on information generally available to the public and
does not contaln any material, non-public information. The presentation has not been updated sincs it was originally presented.




Strengthened Market and Credit Risk Governance,

Limits and Stress Testing Capability

2009 ! 2010 ! 2011 o ! 2012

Market risk limit coverage expansion including redesign of Firm limits system and process (2008)

Market Risk

Credit Risk

IVI O rg a n St a n ley This slide Is part of a presentation by Morgan Stantey and Is intended to be viewed as part of that presentation. The presentation is based on inf fon g lly available to the public and 10
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Rigorous Process Around Valuation Controls

¢ Significantly improved technology and processes empower finance governance

Select Finance Processes and Systems

Enhanced daily marking policy to provide Firmwide standards

FRAME program implements the Firm’s daily marking policy and
establishes the basis for consistent marking of the Firm's inventory and
Daily Marking Policy the validation of those marks across all segments and regions

(“FRAME”)

Single market-maker position pricing ensuring single price
across firm

All vetted data available from the federal hub or a federal service

All risk systems able to connect to federal sources

¢ Strengthened process to provide pre-execution transaction approval for

Enhanced Global Valuation defined transactions

Principles Policies

» Metrics and robust governance in place to manage potential exceptions

M O r a n Sta n le This slide Is part of a presentation by Morgan Staniey and Is intended to ba viewed as part of that presentation. The presentation is based on information generally avallable to the public and 1 1
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Liquidity Framework Combines Governance, Data

Transparency and Daily Reporting

2009 I 2010 ! 2011 ! 2012

Strengthened Asset Liability Committees {ALCO) process on a Firmwide, regional, and segment basis as well as centralized secured financing through
Bank Resource Management

Secured financing framework sets maturity by “fundability bucket”, concentration limits, maturity ladder

Enhanced balance sheet compo! n transparency

Maturity, concentration and counterparty limits by business unit

Liquidity Data Hub centralized repository for Liquidity Risk data leveraged for regulatory and management reporting

Automation of multiple scenario liquidity stress testing leveraging Liquidity
Data Hub

Granular daily cash, liquidity management, and reporting at the entity level

Liquidity
Hub

Stress
Testing

M 0 rg a n St a n ley This slide is part of a presentation by Morgan Stanley and is intended to be viewed as part of that p The p 1 is based on information generally available to the public and 1 2

does not contain any material, non-public information. The presentation has not been up d since it was originaliy p!




Fundamentally Restructured Approach to Compensation

e Compensation process restructured to reinforce risk management culture

- Linked pay to risk-adjusted returns
- Reduced incentives for excess risk-taking

2008 / 2009 2010 :

Introduced performance based stock units (“PSUs”) for members of the Firm’s Management Committee

First U.S. firm in industry to institute clawbacks in 2008

Increased deferrais to industry-leading levels

(1)  Applies to 2011 compensation

1
1

L 1
Significantly strengthened i
clawback provisions :

1

2011 : 2012

Implemented new approach linking Firmwide compensation to
risk-adjusted returns

Enhanced process to allocate compensation among products and
businesses based on risk-adjusted performance

Proactively conduct comprehensive clawback review by each individual
control function

M O r a n St a n le This slide is part of a presentation by Morgan Stanley and is intended to be viewed as part of that prasentation. The presentation Is based on information generally avallable to the public and
does not contain any material, non-public information. The presentation has not been updated since it was originally presented.

Expanded clawbacks to
include equity awards
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Non-Compensation Expense Focus

) ¢ Continued tactical expense focus
Non-Compensation Expenses

(SMM) ¢ Office of Re-engineering formed in February
2011 to drive strategic expense reductions

across our businesses and support functions
$2,512

Technology and data

e« Optimizing server utilization and data

(7%)
center strategy

Location strategy

(4%)

« Expanding operations outside major
metropolitan areas

Procurement programs
e Vendor and demand management

e On target for $1.4Bn in run-rate re-
engineering savings exiting 2014
¢ Non-compensation expenses have also

declined in part due to legacy exits and
business mix

4Q10 4Q11 1Q11 1Q12

Source: Morgan Stanley SEC Filings

M 0 r a n Sta n le This slide Is part of a presentation by Morgan Stanley and is intended to be viewed as part of that presentation. The presentation is based on information generally available to the public and 14
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Morgan Stanley

Morgan Stanley || 3¢
Jos
fos
10.0 ()] |
0.7) .
(1.3) -

(1.7

e I

Morgan Stanley - 1.1

*

BF Hc HH

Source: Company SEC Filings, press releases and financial supplements
(1) Information presented is directional, as actual comparisons among institutions is not possible dus to differing accounting regimes (e.g., U.S. GAAP vs. IFRS)
{2)  Wallet share represents Morgan Stantey’s share of total revenue of the peer group Including Bank of America, Barclays, Citigroup, Credit Suisse,

Deutsche Bark, Goldman Sachs, JP Morgan, and UBS. Bars represent changes in wallet share in percentage points
(3)  Excluding DVA; Morgan Stanley DVA was positive $3.7 billion in 2011 and negative $0.8 billion in 2010

For Morgan Stanley excludes negative impact of $1,742 miilfion from 4Q11 MBIA settiement

M O r a n St a n le This slide Is part of a presentation by Morgan Stanley and Is intended to be viewed as part of that presentation. The presentation is based on information generally avaitable to the public and
does not contain any material, non-public information. The presentation has not been updated since it was originally presented.
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Right-Sized, De-Risked Sales and Trading

e Sales and trading businesses have been right-sized

and re-focused

_ BU“ding Shal'e in uﬂowu pI’OdUCtS Trading Assets $278,325 $278,424
- Increasn.wg balr?\nce sr\eet velocity As % of Total Assets 429% 36%
- Leveraging adjacencies across the platform
- Restructuring businesses that are capital Level 3 Assets $96,172 $29,677
punitive under Basel I
. f . 9, 0, o,
e The Firm has reorganized businesses to reduce As % of Total Assets 15% 4%
sources ‘?f "'_Sk _ As % of Trading Assets 35% 11%
- Less liquid assets are down meaningfully
o Level 3 Assets are down ~70% since the end U.S. Government and Agencies $20,251 $59,690
of 2008 and represented ~4% of total assets
As % of Total Assets 3% 8%
as of 1Q12
» Derivatives represented ~5% of total assets As % of Trading Assets 7% 21%
as of 1Q12, down from ~15% at the end of
2008 : Derivatives and Other Contracts (Net) $99,766 $40,016
- Concurrently, more liquid assets have increased
As % of Total Assets 15% 5%

» U.S. Government and Agencies represented
~8% of total assets as of 1Q12, up from ~3% As % of Trading Assets 36% 14%
at the end of 2008

Source: Morgan Stantey SEC Filings; Fair value disclosures in SEC filings

M 0 r a n Sta n le This slide Is part of a presentation by Morgan Stanley and is intended to be viewed as part of that presentation. The presentation is based on information generally available to the public and 16
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Balanced Growth Across Products and Geographies in

Equity Sales and Trading

e Balanced business across key geographies in all key areas
- Cash: Strategically focused on content, scale and capital deployment
- Derivatives: Continued footprint expansion in client base and product mix
- Financing: Leveraging market-leading service platform for partnerships with clients across products
e MSET: Industry-leading electronic platform to support client execution needs across products and
asset classes

Cash Equity Market Share Growth — U.S. () Cash Equity Market Share Growth — International
(Bps) (Bps)
150 200
120 160
110
150
100
100
100
50
50
0 0
2010 / 2009 2011/ 2010 1Q12/ 1Q11 2010/ 2009 2011/ 2010 1Q12/ 1Q11

{1)  U.S. market volumes Include BATS, CBOE Stock Exchange, Chicage Stock Exchange, DirectEdge, NASDAQ, Nationat Stock Exchange, and New York Stock Exchange
(2)  international market volumss Include exchanges in Europe, Middle East and Africa and the followlng exchanges in Asia: Australia Securities Exchange, Hong Kong Stock Exchange,
Singapore Exchange, Korea Exchange, Taiwan Stock Exchange, National Stock Exchange of India, Bombay Stock Exchange, and Tokyo Stock Exchange

M O r a n Sta n le This slide is part of a presentation by Morgan Stanley and is intended to be viewed as part of that presentation. The presentation is based on information generally avallable to the public and 1 7
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Focus on Capital Efficient, Client-Driven Model in Fixed

Income and Commodities

¢ Invested significantly in key areas and expanded footprint
- More balanced revenue contribution across products

¢ Client-centric business model geared towards “flow”

e Focused on risk-adjusted returns — competing in product areas where Basel Il returns are attractive
- Improving balance sheet turnover and asset velocity
- Optimizing balance sheet usage and capital allocation

More Balanced Revenue Contributions Across Products

Quarterly Average — 2009 Revenue Mix (1) ) Quarterly Average — 2011 / 1Q12 Revenue Mix (1) 2

Source: Morgan Stanley company data
(1)  Represents mix of revenues for corperate credit, FX, rates, securitized products, and commodities businesses

) {2)  Macro represents FX and rates
M O rg a n Sta n ley This slide Is part of a presentation by Morgan Stantey and Is intended to be viewed as part of that presentation. The presentation is based on information generally available to the public and 18
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Stronger Client Relationships Driving Higher Wallet

Share in Fixed Income

¢ An increasing proportion of clients rank Morgan Stanley among their Top 3 dealers in both
the U.S. and European markets

o Fixed income wallet share has steadily improved over the last two years

% of Clients Ranking Morgan Stanley as a Morgan Stanley Fixed Income S&T Wallet Share
Top 3 Dealer _ (%)

49%
7.6%

6.6%

36% 6.2%

18%

2010 2011 2010 2011

North America () Europe @ 2009 2010 2011

Source: Greenwich Assaciates (for accounts trading >$50Bn annually), Company SEC filings

(1)  Report published in June 2011; Client interviews conducted between February and April

{2)  Report published in October 2011; Client interviews conducted between May and July

(3) Based on revenues peer set including Morgan Stanley, Bank of America, Barclays, Citigroup, Credit Suisse, Deutsche Bank,
Goldman Sachs, JPMorgan, and UBS. Revenues exciude DVA for all peers and exclude the impact of Morgan Stanley's settlement with MBIA in 2011. Information presented is
directional, as actual comparisons among institutions is not possible due to differing accounting regimes (e.g., US GAAF vs. IFRS)
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Balance Within Franchise Drives Investment Banking
Performance

Strategic Investments... ...Led to Seamless Geographic, Industry and

Product Coverage

» Filled footprint “white space” through strategic hires
in key sub-industry silos

¢ Built leading emerging market franchises

e Expanded product suite to fit dynamic markets and
changing client needs

s Leveraging GWM and MUFG partnerships

¢ Increased wallet rank or remained #1 in every
sector since 2007

e #1 Market Share in BRIC M&A and Equity
since 2010®@

o Substantial growth in risk management solutions

Leading Global M&A Practice ® Investment Banking Wallet Share ¢

o
Bloomberg

dealogic

- 'ﬂ:% -
@

mergermarket

11.9%

11.1% 11.4%

9.7%

THOMSON REUTERS 2008 2009 2010 2011

(1)  Dealogic Morgan Stanley M&A and ECM rank 2006 - 2007 vs. 2010 - 2011

{2)  Thomson Reuters, BRIC any involvement announced deals of $100 million or more, January 1, 2010 ~ March 31, 2012

(3)  Global Announced M&A January 1, 2012 — June 1, 2012

(4} Based on externally reported 1BD revenuas of peer set including Goldman Sachs, Credit Suisse, Morgan Staniey, JPMorgan /
Bear Stearns, UBS, Bank of America / Merrill Lynch, Citi, Deutsche Bank, and Barclays Capital / Lehman Brothers {Lehman through 2007 / Barclays 2008 and after), Information
presented is directional, as actual comparisons among institutions {s not possible due o differing accounting regimes (e.g.. US GAAP vs. IFRS})

M O r a n St a n le This slide is part of a presentation by Morgan Stanley and Is intended to be viewed as part of that presentation. The presentation is based on information generally avaitable to the public and 20
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Levers in Our Control Drive Margin Goals in Global Wealth

Management

Global Wealth Management Pre-tax Margin ()

(%) Benefit from higher
interest rates and
higher equity markets

/ 20%+

1%

1Q12 Expense-ReIated Revenue-Related Mid-2013 Market Impact

Source: Morgan Stanley SEC Filings, Estimated company data
{1)  Bars are for illustrative purposes only; factors impacting the pre-tax margins do not represent actual values
{2)  Assumes S&P 500 index level of ~1,250

M O r a n Sta n le This slide is part of a presentation by Morgan Stanley and is intended to be viewed as part of that presentation. The presentation is based on inf lon g lly available to the public and 21
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Complete Integration

“Reduce Other Expenses

e Final step of MSSB integration in July 2012: all key milestones met, with remaining FA migration

proceeding well

¢ Reduction in integration expense after final legacy Smith Barney migration

¢ Additional expense initiatives

v - Signed and closed
transaction

v Senior management
v Branch management

v Target operating
model design

Morgan Stanley

chieved All Major Integratio

Milestones

Smith Barney Migration in Process and Smooth

does not contain any material, non-public information. The presentation has not been updated since it was originally presented.

Alignment of FA New platform testing v Smith Barney initial 15% call option
compensation across environment FA transition to new June 2013
platforms Branch Yvorkﬂow plat.form (Feb '2012.) 20% call option
Pricing automation v Smith Barney interim June 2014
Mor an Stanle New account opening FA Mmove {0 new Continue streamlinin
self—?:learin y Morgan Stanley side platform (May 2012) 9
9 training Issued notice for 14%
Mutual fund Morgan Stanley call option
accounting conversion to new e  Smith Barney final FA
system conversion platform move to new platform
Stabilization of new (July 2012)
platf?rm functl.onallty +  Synergies
Testing of Smith - Additional deposits
Barney data L EDIC f
conversion — Lower ees
Training on Smith
Barney side
This slide is part of a presentation by Morgan Stanley and is Intended to be viewed as part of that presentation. The presentation Is based on information generally avallable to the public and 22



3 Continue Banking and Lending Build

Established a Foundation

¢ OCC approved Morgan Stanley Private Bank, N.A. charter Net Interest as a Percentage of GWM Revenue () )
3Q 2010 (%)

o Established governance framework for risk and compliance
management

¢ Hired senior leadership team Bank A

o ~180 Private Bankers at year-end 2011 strategically\co-located
in MSSB branches across the U.S.

e Launched Financial Advisor training to drive adoption of
banking and lending as integral part of holistic wealth Bank B
management offering

Product Build Out

¢ Re-Launched Home Loans business

o Expanded Securities-Based lending offering

o Established strategic partnership with American Express to
deliver co-branded cards

35%

23%

Bank C § 14%

Measuring Performance g‘;ﬂ:;
¢ Home Loans 2011 production up 50% over 2010

e Securities-Based Lending 2011 production up 94% over 2010

e 48% of FAs had at least one banking and lending deal in 2011

11%

Source: Company SEC Filings, Morgan Stanley company data
{1)  Based on full-year 2011 resuilts
{2)  Peer populalion includes Bank of America Global Wealth & Investment Management, Wells Fargo Weaith, Brokerage and Retirement, and UBS Wealth Management Americas
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4 Extend Our Managed Accounts Leadership

5 Work With Institutional Businesses

o Leadership In Managed Accounts And Strong Client Demand Will Continue To Drive Growth

e Largest single share of total managed account assets in the U.S. (~20% of assets) (! @)
o Consistent growth in managed accounts driven by a number of factors
- Long track record of platform leadership in terms of products and capabilities
- Growing client demand and advisor adoption
e 250+ Consulting Group professionals, ~50 dedicated to portfolio construction / overlay
¢ Enhanced portfolio diversification, construction, and monitoring — with foundation in investment excellence

Record Year in 2011 for GWM — IBD Collaboration

o GWM Referrals to IBD
- Total transaction volume of ~$30Bn to Morgan Stanley
¢ [BD Referrals to GWM
~ Approximately $5Bn in assets captured from over 100 wealth management and/or corporate equity service wins

Source: Morgan Stanley company data

{1} Metrics reflect clients between $250K and $10MM in total assets with more than 50% of revenues coming from managed money and assessment of FAs with more than 10 years of
experience, comparing those with majority of revenues from Advisory business (>75%) vs. minimal focus (<25%)

(2} Cerulli Associates

M O r a n St a n le This slide Is part of a presentation by Morgan Stanley and Is intended to be viewed as part of that presentation. The presentation is based on information generally available to the public and 24
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Institutional Focus, With Upside From Ongoing

Optimization in Asset Management

¢ Sustained strong investment performance

- Continued strong investment performance with 73% of Long-Only strategies outperforming benchmark on
a 3, 5 and 10 year basis as of March 31, 2012

¢ Increase net flows
e Aggressively control non-compensation expenses
¢ Reduce capital through disposition of non-strategic principal investments and hedge fund stakes

AUM - Highest Since the Financial Crisis Net Exposure to Hedge Fund Stakes and Investments

($Bn) ($Bn)
0 A90% Increes sss O
300 — 1.4

L 12
280 $268 L 10
260 9255 0.8
0.6

240
0.4
220 0.2

1Q10 2Q10 3Q10 4Q10 1Q11 2Q11 3Q11 4Q11 1Q12 1010 2010 3Q10 4Q10 1Q11 2Q11 3Q11 4Q11 1Q12

Source: Morgan Staniey SEC Fillings, Company data
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Morgan Stanley Today Is a More Balanced Business

2007 - 2011 Revenue Split — Excluding Selected Right-sized ISG: Fixed Income move

Items For Comparability (1) towards flow product, Equities more

(%) balanced product and geographic mix, IBD
retains leadership position

Other e Well integrated, well positioned MSSB:
Greater mix of fee-based assets, significant
scale, closer alignment with 1SG, platform

GWM & integration almost complete

AM e Strong risk discipline: Rigorous and
frequent stress-testing, significant market
and credit risk limits, reports to CEO and

< Board

Sales & e Strong capital and liquidity: Industry
" Trading leading Basel | and Il capital ratios, high
quality and large liquidity buffer based on
} dynamic Contingency Funding Plan

IBD

o Processes ensure risk continuity:
Institutionalization of processes ensure
2007 2011 durability

Source: Morgan Stanley SEC Fillings
(1}  Revenues In 2007 exclude gains of $840MM related to DVA and $9.4Bn of mortgage-related losses. Revenues in 2011 exclude gains of $3.7Bn related to DVA, losses of
$655MM related to MUMSS and losses of $1.7Bn related to the MBIA setfiement

M 0 r a n St a n le This slide is part of a presentation by Morgan Stanley and is intended to be viewed as part of that presentation. The presentation is based on information generally available to the public and 26
does not contain any material, non-public information. The presentation has not been updated since it was originally presented.




Major Ongoing Improvement Initiatives

Completion of the MSSB integration and realization of cost savings

Continuing management of headcount and expense levels

Non-compensation expense discipline

Winding down product areas that will not earn the cost of capital

Restructuring product areas that have the potential to earn the cost of capital

o As our capital levels build, use share buybacks and dividends to return
excess capital to shareholders over time

M O r a n St a n le This slide Is part of a presentation by Morgan Stanley and is intended to be viewed as part of that presentation. The presentation is based on information generally available to the public and 27
does not contain any material, non-public information. The presentation has not been updated since it was originally presented.



Morgan Stanley

Morgan Stanley U.S. Financials Conference

James P. Gorman, Chairman and Chief Executive Officer

June 12, 2012
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