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WHEREAS, Morgan Stanley & Co. Incorporated ("MS&Co") is a broker-dealer 

rcgistt!rcd in the State of South Carolina; 

WHEREAS, Morgan Stanley DW Inc. ("MSDW"), formerly known as Dean 

Witter Rt!ynolds, lnc. ('' Dean Witter"), was a broker-dealer registered in the State of 

South Carolina; 

WHEREAS, in May 2005, MSDW & MS&Co, collectively referred to as Morgan 

Stanley, I discovered deficiencies in somt! of their order entry systems that permitted the 

execution of transactions for certain types of securities without checking to determine 

whether the transactions complied with applicable securities registration requirements 

under state securities laws ("Blue Sky laws"): 

I ,\forgan Sranlc:; 1s J DdD\\are corporation \\ host• common srock rrndes on rhe ~cw York rock 
Exchange. ~forgan Suwley & Co lncorponllcd 1s a " holly owned -;ubsidiary of :VI organ ran ley . .\forgan 

wnley i-; rite product of n l<l97 mer~er of ~furg..1n l) tank y Group Inc. and Dean Wut~r. Disccn er & Co. 
\1organ tanlcy OW fnc. \\'ll ' a "holly owned :.ubs1diary of ~forgan Stanley untiJ April I. _oo-. when 
\.lorgJn wnlcy OW Inc. mergl!d mto :-.forgan tanlcy & Co. lncorpcorated 10 fonn a 'tngh! broker-denkr 



WHEREAS, immediately upon discovery of the deficiencies. Morgan Stanley 

tonncd n team to cxamine the issues and comxt the probil.:ms; 

\VH ER EAS, Morgan Stanley wndu~:tcd an internal investigation into the reasons 

why the affected order entry systems w~re not functioning properly and voluntarily 

provided the results of the intcmal investigation to members of a multi-state task force 

(~ollcctivdy, the "State Regulators"); 

WHEREAS, Morgan Stanley self-reported the Blue Sky probkm to all affected 

state and federal regulators; 

WHEREAS, the State Regulators have conducted a coordinated investigation into 

the :lctivities of Morgan Stanley, and its pwdcccssors, in connection with Morgan Stanley 

sales of securities over a several year period which did not satisfy the Blue Sky laws (the 

" Investigation"); 

WHEREAS, Morgan Stanley identified transactions executed in violation of the 

Blue Sky laws as a result of the system deficiencies and offered rescission to such 

customers with temts and conditions that are consistent with the provisions set out in S.C. 

Code Ann. § 35-l-1 530 (Supp. 2003); 

WHEREAS, Morgan Stanley has since adopted policies and procedures, as well 

as further actions, designed to ensure compliance with all legal and regulatory 

requirements regarding Blue Sky laws, including applicable state ~ccurities Jaws and 

n:gulations; 

WH EREA , \I organ Stanley has advised the State Regulators of its agreement to 

n.:solw the im cstigatinn rdating to its pra~ticcs of comply ing with state Blue Sky laws; 
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WHEREAS, Morgan Stanley. elects to pennanently waive any right to a hea1ing 

and appeal under S.C. Code Ann.§§ 35-1-580 and 35- 1-1310 (Supp. 2003) with n:spect 

to this Consent Order ("Order "); and 

NOW THEREFORE, the Securities Commissioner, as administrator of the South 

Carolina Uni tbnn Securities Act of'2005 (the ''Act"), S.C. Code Ann. § 35-l-l 0 l to 35-l-

703 (Supp. 2007), hereby enters this Order: 

PRELIMINARY STATEMENT 

On or about August of 2005, :\llorgan Stanley notified the North American 

Securities Administrators Association ("NASAA"), as well as the Securities Division of 

the Office of the Attorney Gcnt:ral of the State of South Carolina (the "Division"), that it 

learned that certain order entry systems in place at its primary retail broker-dealer, 

MSDW, did not check whether certain securities transactions complied with Blue Sky 

law registration requirements. The Blue Sky surveillance problem included most fixed 

income securities and certain equity securities sold to customers in solicited and non­

exempt transactions, from at least 1995. 

Morgan Stanley discovered the Blue Sky issue in late May 2005. Shortly 

thereafter, Morgan Stanley commissioned an internal investigation to detem1ine the 

origins nnd reasons for the oversight. Morgan Stanley discovered that its surveillance 

systems were deticicnt for the following reasons: 

Broker workstations, the automated trading system ust!d at ~forgan Stanley, did 

not ha\'e ~ny type of Blue Sky block, or other ~xception report. fo r trades im olving fix t;d 

income s~curitics: 
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Morgan Stanley's Blue Sky surveillance system covered onl y securities contained 

in its Blue Sky databases, \vhich were maintained separately tor MSDW ami MS&Co. 

As such, if the surveil lance system did not locate a pm1icular security in the Blue Sky 

database, the systems would allow the transaction to proceed without further checking or 

creating any exct.:ption report noti ng the inabili ty to locate Blue Sky registration 

confi rmation; 

Morgan Stanley did not adequately stock its Blue Sky database with sufficient 

information, l:!ither by way of internal research or outside vendors ' research, to properly 

review a ll transactions for Blue Sky compliance; and 

Morgan Stanley did not direct enough resources and personnel during the ten-year 

period to adequately manage the Blue Sky issues. 

The result of the surveillance fai lures was that thousands of securities 

transactions, particularly fixed income securities, during the time frame January 1997 -

May 2005. were approved and executed without first confi rming Blue Sky registration 

status. 

FINDINGS OF FACTS 

History of the Blue Sky Issue at Morgan Stanley 

Blue Sky Compliance Pre-1995 

Before I 995, Dean Witter brokers entered customer transactions ustng paper 

order tickets and the internal dectronic wi re. Dean Witter 's Blue Sky surveillance 

system compared orders (by CUSIP number) with information in its internal Blu~:! Sky 

datubasc, kno"' n as BSKS. 
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If the system detected a possible problem, it would allow the order to be t1lkd. 

hut it would list the trade on a next-day T - I exc~ption report. Dean Witter's Blue Sky 

Manager then reviewed the report and contacted branch officers involved to determine 

whcther particular trades had to be cancelled. 

BSKS contained information on equities in which Dean Witter made a market. a 

total of about I ,:WO to l ,500 stocks. BSKS did not regularly contain intormation on tixcd 

income securities unless the Blue Sky Manager was asked to manually enter such 

information by the fixed income trading area. 

Where Dean Witter's Blue Sky system cnuld not locate a security in BSKS, it did 

not reflect its inabili ty to find the security in a "security-not-found" or other exception 

rep01i. 

As a result, before 1995. Dean Witter had no surveillance system in place that 

would check tor possible Blue Sky violations for most fixed income securities or equities 

in which Dean Witter was not making a market. 

Automation of Trading Systems in 1995 Did Not Correct 

Blue Sky Compliance Issue 

In 1995, Dean Witter began developing its automated order entry system, called 

the Financia l Advisor 'Workstation ("Workstation"). In addition to using the Workstation 

to enter customer orders, Financial Advisors ("FAs") could use it to look up the Blue Sky 

status l>f sccuritil!S in BSKS. Atter a customer order was entered on the Workstation, the 

system compured Sl!curitit!s (by CCS fP numbcr) with infom1ation in BSKS and 

automntically blockl!d trades not meeting specified requirements, including transactions 

that potentially posed Blue Sky issues. 
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Hm\cver, the Workstation design tt:am noted that the system was not d0signcd to 

block tixed income securities and n0tcd that such a feature would he addcJ in a lntc..:r 

phase: 

... As previously discussed, the Order Entry System will 
perform the Blue Sky validation on-line. Initially, the Blue 
Sky und Compliance edits will be built into the Equity 
Ticket, while Blue Sky validation in Fixed Income 
Ticket will be added in a later phase. (emphasis added) 

Until May 2005, no one on the Workstation design team or anyone else at the finn 

followed up on whether or when tixed income securities would be added to the Blue Sky 

vaJidation process. 

FAs using the Workstation to research tht: Blue Sky status of tixed income 

products did not receive either the requested BJue Sky information or a warning mt!ssage 

to contact Compliance. which resul ted in the proct:ssing of fixed income transactions 

without the performance of proper Blue Sky checks. 

In response to early complaints about the Workstation's slowness, MSDW 

programmed the system to execute an order for equity securities regardless of whether 

the system had completed Blue Sky screening. However, the system compared all such 

trades at the end of the dny to BSKS and listed possibly violative transactions on the T+ l 

exception report. 

In addition, ~ISDW did not include surveillance for Blue Sky compliance in the 

various trading platfonns that it subsequently built out to support \tSD\V·s managed 

a count busines . Although MSO\V initially built and rcvisl..!d these systems cn \!r time. it 

tJikd to incorporate Blue Sky surveill:lnce into tht:sc ~ystcm . 
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During the automation process in 1995, \1SDW's Blue Sky Manager advised the 

Compliance Director and the Deputy Complianc<! Dirc~tor that the new automated 

system would require her to mt>nitor more than 15,000 equi ty securities, ruther than about 

1.500 equi ty securities which she previously monitored. 

During this time, the Finn, the Compliance Di rector. and his deputy fa iled to 

rccognt7e the significant compliance issue that existed due to the pn:-automation system 

not providing Blue Sky checks on many equities or tixed income securities. 

To assist the Blue Sky Manager, MSDW bought a newly available automated 

Blue Sky information feed covering only equities from an outside vendor, Blue Sky Data 

Corp ("BSDC"), on April I I, l9Q6. (An information feed for fixed income securi ties 

was not available until 1997.) L pon buying the service, MSDW terminated the Blue Sky 

Manager's only assistant. 

The new BSDC equity feed resulted in a substantial increase of information (from 

1,500 to 15,000 covered equities) causing the volume of possible Blue Sky violations 

appearing on the daily T+ I exception rcpl)rt to increase substantially, which 

overwhelmed the Blue Sky Manager. 

Blue Sky Problem Not Detected Following The ~Ien::cr 

On or about May 31, 1997, Dean Wi tter merged with Morgan Stanll.!y Group, Inc. 

l~fter the merger. the Blue Sky problems continued. 

The predccc.! sor, \forgan Stanley Group. Inc., had ct>nduct<..:d a retail business, 

including Blu~ Sky checking, through its rdativdy ~ mal l Private Wealth :vtanagcmcnt 

(iroup r·P\V.\1"'), \\ hich sen~d ultra-high net wo11h dicnts. 
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After the merger. the combined firm kept the two predecessor firms' trading 

sy tt:!ms (including the corresponding Blue Sky :)ystcms) running in parallel-4>nC tbr 

MSDW und tht! other for P\VM. Beginning in 1998. Morgan Stanley ass ignt!d MSDW 's 

Blue Sky Manager to monitor the PWM Blue Sky system as well , even though the Blue 

Sky Managa had diffi~o:ultics with the increased review responsibilities created by the 

\IISDW T .._ l exception reports. 

The two Blue Sky systems produced different, but similar, exception reports that 

identified transactions with possible Blue Sky violations. For PWM this included all 

such trades, and for MSDW this included trades that had not been stopped by the front­

t:nd block th~o:n in place. 

Morgan Stanley's Blue Sky databases ~.:ontained only a small amount of fixed 

income Blue Sky information ~.:ntercd manually over the years and did not cross-reference 

the information they each separately contained. 

Beginning sometime in 1997, BSDC began offering a fixed income Blue Sky 

information feed, and on December 15, 1997, BSDC contacted Morgan Stanley to solicit 

the new fixed income feed. Morgan Stanley elected to add BSDC 's fixed income feed to 

the PWM Blue Sky System, but not to MSD\V's Blue Sky system. 

For the next eight (8) years, although _orne of Morgan Stanley's employees in its 

compliance department were aware that :VISDW did not ha\·e an adequatt! fixed income 

Blue Sky registration veri tication system. ndth~r 7vlorgan Stanley, nor any of its 

employee took any action to rectify the situation. 
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Blue Skv Violations Not Detected Bv Internal Audit 

:Vforgan Stank, 's Internal Audit Department commenced an audit of Blue Sky 

urvcillan~e in the Fall of 2002. Internal Audit noted that the "objective of the audit was 

to assess whether adequate internal controls and procedures exist[ ed] to ensure that 

Product Survdllance adivity tor . .. Blue Sky . . . [was] properly performed. documented, 

and monitored, in accordance with [Morgan Stanley] policy, applicable laws and 

regulatory requirements .. , 

The audit workpapers stated that a control objective was to assure that the Blue 

Sky unit monitored "equity security trading activity" and ''market maker securities and 

those securities rccomml.!nded by Morgan Stanley's Research Department," but they did 

not mention the need to monitor fixed income trading activity nor securities beyond those 

where Morgan Stanley made a market or provided research coverage. 

A review of the Internal Audit revealed that fixed income, as well as other types 

of transactions, was reviewed. In particular, workpapers show an October 29, 2002 trade 

in a particular bond which noted: "Bond originally was not blue sky avai lable,'' but found 

this trade was appropriately resolved, from a Blue Sky perspective, by "Signed 

Solicitation Jetter obtained from client acknowledging unsolicited order.'' 

Despite the fact that some fixed income transactions were reviewed, the Internal 

Audit failt:d to recognize that there were no hard blocks when a security was not tound in 

the Blue Sky do.tnbnse. 

\Vhik the workpapers from the Internal Audit concludd that ~!organ Stanley' 

pL~tibnnancc wns ··adequate" for mo ·t Blue Sky survcill:lnce activit ies. the workpapcrs 

also concludt·d that perfom1ance was ''inadequate" in the area of communicating S lut! 
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Sky sun eillance findings to management and commented ·' there is no evidence of 

analysts supervisory n.: icw ov\!r Surveillance Reports." 

In its tinal report dakd July 31, 2003. the Internal Audit concluded. in part. that 

there were "(njo control deficiencies noted" in the areas of "Exception Reporting" 

("'Review of daily exception reports") and "ylanagcment Oversight I Monitoring" 

("Supervision of Compliance analyst activities to \!nsure the adequacy of inv~stigation 

and correcti ve action"). 

After noting that the audi t "evaluated the existence and the adequacy of the design 

of the monitoring mechanisms employed to ensure that key controls are operating 

effecti vely," the report concluded that there were "(n]o findings ... that warranted 

discussion with the Board Audi t Committee.'' 

The State Of Blue Sky Systems Ex:istin& In Early 2005 

At the beginning of 2005, MSDW had in place an up-front order entry block, but 

it covered only transactions involving equities, certificates of deposit, mutual funds, 

managed futures, insurance, anJ unit investment trusts. The block did not cover fixed 

income securities, apart from certificates of deposit. 

MSDW's Blue Sky system did not contain information for all securities 

(especially fixed inc()me) and failed to include any sort of "sccurity-not-found" exception 

report to flag transactions in ~ecuritics not contained in the Blue Sky database, resulting 

in no sun·~ill ance to r such transactions. 

~1S&Co's P\V:Vl operated on u different pl:ltfotm that never included any 

automated block to pre\ l'nt al.!cution o f transactions poss ibly violating Blue Sky 

requirements. fnstcad. \IS&Co ·s P\\t \11 system automatically generated a T - I exception 
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report covering both equities and fixed income securi ties containing possible Blue Sky 

\ iolations. 

At the beginning of 1005, MSDW 's Blue Sky polici~s and procedures had 

remaint:d fundamentally unchanged for a decade. \Vhile the policies articulated the 

obligation of individual FAs and branch managers to check for Blue Sky compliance, 

:VlSDW did not provide the F As and branch manag~rs with the proper tools to assist them 

in fulfill ing their Blue Sky responsibilities, and did not require adequate monitoring 

systems to check for Blue Sky compliance. 

Moreover, Morgan Stanley did not adequately staff the Blue Sky Manager's 

offi ce with sufticient r~soun.:es and personnel to assist and supervise all security 

transactions. 

Recognition Of The Blue Sky Surveillance Problem, Morgan Stanley's Self­

Reportine To Reeulators And Remediation Efforts 

At the end of 2004, Morgan Stanley hired a new Compliance employee in the 

Policies and Procedures Group. The employee came with considerable experience in 

Blue Sky and other sur\'eillancc related matters and soon was charged with managing 

certain surveillance functions. 

On or about May 23, 2005, during a review of MSDW's Blue Sky compliance 

sun cillance. the emplo ee learned that while MSDW had nn equity Blue Sky feed from 

BSDC. it rccei\·~d no simi lar ti::ed for fixed income Sl!curitics. The employee n.:porh::d the 

situation to ~I SDW"s nc:w Hend of Compliance rhe following day. 
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Upon hearing the report, the Head of Compliance directed the employee to ha\'e 

:VISDW acquire the tix~d im:omc teed from BSDC as soon ns poss ible. MSDW began 

receiving the tixcd income feed from BSDC on ~ay 30, 2005. 

Morgan Stanley then took steps to assess the significance and extent of the gaps in 

surveillance. A team of persons was tt)ffi1cd in June :!005 to examine the issues and 

·worked through the balance of June and July in an effo rt to identify the dcticiencics and 

to begin to immediately correct the problems. Ln doing so, the team created a list of Blue 

Sky compliance requirements tor all trading platfonns and ident ified a list of Blue Sky 

compliance gaps. 

On August 12, 2005, an Executive Director in the Regulatory Group of Morgan 

Stanley's Law Division began the process of self-reporting the Blue Sky problem to state 

re&rulators. Over the next couple of weeks, the Executive Director notified regulators in 

aU tifty (50) states, the District of Columbia, and Puerto Rico, as well as the National 

Association of Securities Dealers ("NASD"). The head of the Regulatory Group had 

already gi en preliminary notice to the New York Stock Exchange ("NYS E"). 

Upon receiving the fixed income feed from BSDC, MSDW made necessary 

system enhancements and conducted testing of the system enhancements, resulting in 

MSDW putting the fixed income feed into production on June 20, 2005. The changes 

pcm1ittcd a daily updating of \lSow·s internal Blue Sky database and nllowed fixed 

income c:<cc.!p tions to appear on the daily T J.. l report. 

On or ubout July 15, 1005. \ ISDW developed a "sccuri ty-not- ti:)und" report to 

address instam:cs \\here the BSDC fct!d may not contain da ta tor a parti cular security. 

This report. generated on a T - 1 basis. ident itit:s all transactions in securi ties (by Ct.. I P 
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number) not recognized by the Blue Sky database that could potentially violate Blue Sky 

laws. Currt:ntly the security-not-found report covers both equities and fixed income 

transactions t:ntcred though the equity and tixed income order entry platforms on the 

Workstations. 

On a da ily basis, Compliance personnel analyze the security-not-tound rl.!port to 

ascertain the Blue Sky registration or exemption status of the flagged transaction and 

make a determination regarding the Blue Sky status of the identi tied transactions prior to 

settlement date. If they discover a transaction that violated Blue Sky restrictions, they 

instruct the branch that effected the transaction to cancel it. When analyzing the report, 

Compliance personnel also update the Blue Sky d:ltabase to include rdcvant information 

about the securi ties they research. 

On or about July 29, 2005, MSDW programmed a hard block -· i.e. a block an FA 

cannot overrid(}-that prevents the entry of fixed income transactions that could violate 

Blue Sky regulations. 

MSDW has also rctined the process to filter out transachlms that qualify for 

l.!crtnin exemptions that span all Blue Sky jurisdictions. By eliminating the coven::d 

transactions, the system yields a smaller and more manageable pool of secunties with 

pot<:ntial Blue Sky issues for manu:.1l review by the Compliance Department. 

Additionally. YISD\V din:~o:kd its IT Department to examint! Jll of ~fSDW's 

tr.tding plattonns to determine the nature and scope< fthc Blue Sky compli~ncc problt:rn. 

rlw rcYicw uncon:rcd a gap in Blue Sky coverage tor YISD\V'.s managed account 

platt~1m1<; to the cxh.mt thut "uch plattorms include at'tiliatcd money manag~rs nr 

:Iccommodatc broker dis(ITtionur: t1 ading. \JSD\V has taken the necessary steps to 
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close the gaps in the managed account platforms, and has incorporated trading in the 

managed account plattonns into the ·cl:urities-not-found report. 

By the end of 2005, .\ttorgan Stanley remedied all of the previously identified 

Blue Sky compliance gaps in both .\ttSDW and PWM systems. 

Morgan Stanley hired additional Compliance Department employees to taff its 

Blue Sky function. In particular, the new personnd include a new Blue Sky manager 

who is dl!dicated exclusively to Blue Sky compliance. A full-time temporary employee 

wns hired to assist the Blue Sky manager and Morgan Stanley subsequently hired this 

individual as a permanent full-time employee. Morgan Stanley also assigned a back-up 

person to cover the Blue Sky Manager's responsibilities in the event of absences. 

At great expense, Morgan Stanley conducted a review of millions of historical 

transactions and identified those which were executed in violation of the Blue Sky laws 

as a result of the system deficiencies and offered rescission to customers with terms and 

conditions that are consistent with the provisions from the state securities statutes which 

com:spond to the state of residence of each affected customer. 

CONCLUSIONS OF LAW 

The Securities Commissioner of the State of South Carolina has jurisdiction over 

this matter pursuant to S.C. Code Ann. § 35-1-70 l (Supp. 2007) and the South Carolina 

L'nitb1m Securities Act (the "Prior Act"), S.C. Code Ann.§ 35-1-10 to 35- 1-1590 (Supp. 

2003). 

:\forgan Stanley' tailure to maint:1in adequate S}Stt:ms to reasonably en urc 

compliance with Blue Sky lmvs resulted in th~ ·ah: of unn.:gtstcn:d securities in violation 

ofS.C. Code Ann. § 35- 1- 10 (Supp. 2003). 
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Morgan Stanley failed to reasonably supervise its ag~nts or employees. m 

violation of South Carolina Securities Sc~t ion On.lc.::r No. 97006 ( 1997). 

This Order is m:~essary and appropriate in the public interest and for the 

protection of investors, and is consistent with the purposes fairly intended by the policy 

and the prm. is10ns of the Act and Prior Act. 

Pursuant to S.C. Code Ann.§ 35-1-1490 (Supp. 1003), Morgan Stanley is liable 

to investors for any sales of securities that are conducted in violation of S.C. Code Ann. § 

35-1-810 (Supp. 2003), unless among other defenses, Morgan Stanley offers and 

completes rescission to investors as set forth in the Prior Act. 

ORDER 

On the basis of the Findings of Fact and Conclusions of law, Morgan Stanley 

consents to the entry of this Order, for the sole purpose of settling this matter, prior to a 

hearing and without admitting or denying the Findings of Fact or the Conclusions of 

Law. 

lT IS HEREBY ORDERED: 

l. This Order concludes the Invt:stigation by the Securities Division of the 

Office of the Attorney General of South Carolina and any other action that the Securities 

Division or Securities Commissioner could commence under the Act on behalf of the 

State of South Carolina as it relates to Respondent, \torgan St~mley, or any of its 

nffiliates, and their current or forml;!r officers, directors, and employees. arising from or 

relating to the subject of the Investigation, provided, h OI,\-t:\ cr. that excluded from and not 

CO\>-crcd by thi ' pnrngraph are any daims by the Securities Di\ ision ()f Securities 
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Commissioner arising from or relating to enforcement of the Order provisions containl!d 

herein. 

2. Morgan Stanley will cease and desist from violating the Act in connection 

with the sales of unrt:gistered securities as referenced in this Order and will comply with 

S.C. Reg. 1 o. 13-50 I (1007). 

3. This Order shall bl!come final upon entry. 

4. As a result of the Findings of Fact and Conclusions of Law contained in 

this Order, Morgan Stanley shall pay 324,730.00 to the State of South Carolina as an 

administrative fine pursuant to S.C. Code Ann. § 35-1-1475 (Supp. 2003). This amount 

constitutes the State of South Carolina's proportionate share of the state settlement 

amount of 8.5 Million Doll::trs (S8,500,000.00), which shall be payable to the State of 

South Carolina within ten (10) days of the date on which this Order becomes final. 

5. If payment is not made by Morgan Stanley, the Securities Commissioner 

may vacate this Order, at his sole discretion, upon ten ( 1 0) days notice to Morgan Stanley 

and without opportunity for administrative hearing, and Morgan Stanley agrees that any 

statute of limitations applicable to the subject of the Investigation and any claims arising 

from or relating thereto are tolled from and after the date of this Order. 

6. This Order is not intended by the Securities Commissioner to subject any 

Covl!rcd Per on to any disqual iticatiuns under the laws of the United States, any state, the 

Distrid Qf Columbia, or Pu~.:rto Rico, including, without limitation, any disqualification 

from rdying upon the state or fl:deral r~gistration exemptions or safe harbor pro\ isions. 

'·CovercJ Per ·on." means \forgan Stanley or any of its aftiliatcs and their current or 

16 



former officers, directors, employees, or other persons that would otherwise be 

tlisqualifted as a n:sult of the Orders (as dctincd bdow). 

7. This Ord~r and tht: order of any other State in related proceedings against 

Morgan Stanley (collectively, the ''Orders") shall not disqualify any Covered Person from 

ony business that they otherwise are qualified, licensed, or permitted to perform under 

r~pplicab l e law of the State of South Carolina, and any disqualifications from relying upon 

this state's registration t:xcmptions or safe harbor provisions that arise from the Orders 

are hereby waivt!d. 

8. For any person or entity not a party to this Order, this Order does not limit 

ur create any private rights or remedies against Morgan Stanley or create liability of 

Morgan Stanley or limit or create defenses of Morgan Stanley to any claims. 

9. This Order and any dispute related thereto shall be construed and enforced 

in accordance, and governed by, the laws of the State of South Carolina, without regard 

to any choice of law principles. 

I 0. The parties rcprt!sent, warrant, and ngree that they have received legal 

advice from their attorneys with respect to the advisability of executing this Order. 

1 I. Morgan Stanley agrees not to take aoy action or to make or permit to be 

made on its bchal f any public statement denying, directly or indirectly, any finding in this 

Order or creating the impression that this Order is without factual basis. ~othing in this 

P:tragraph afll:cts Morgan Stank 's: (i) testimonial obligations or (i i) right to take legal 

or factual positions in defense of litigation or in defense of a claim or otht:r legal 

procc~tlings \\ hich the Securities Commissioner of South Carolina is nota party. 
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I 2. This Order shall be binding upon Yforgan Stanley and its successors and 

a sign . Further, with rcspcct to all conduct subjc<:t to Paragraph ..J abo c and all future 

obligations, n:sponsibilitics, undertakings, commitments, limitations, restrictions, events, 

and conditions, the term ''Morgan Stanley'' as used here shall include Morgan Stanley's 

uccc: sors or assigns. 

13. 
Morgan Stanley, through its execution of this Consent Order, 

voluntarily waives its right to a hearing on this matter and to judici::tl review of this 

Consent Order under S.C. Code Ann. §§ 35-1-580 and 35- 1-1310 (Supp. 2003). 

--- r'.:. ~ -r ~ IT IS SO ORDERED this~ day of ~Wc.t20Q8. 
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CONSE:\iT TO ENTRY OF ORDER BY 

:\IORGAN ST.\~LEY & CO. 1;\;CORPORATF.O 

Morgan Stanley & Co. Incorporated (''MS&Co"), on behalf of itself and as 

succ~ssor to Morgan Stanley OW Inc. ("~1SDW''), hereby acknowledges that it has been 

S\!rvcd with a copy of this Order, has read th~ tbrcgoiog Order, is aware of its right to a 

hearing and appeal in thi s matter. and has waived the same. 

MS&Co, on behalf of itself and as successor to MSDW, admits the jurisdiction of 

the Securities Commissioner of South Carolina, neither admits or denies the Findings of 

Fact and Conclusions of Law contained in this Order; and consents to entry of this Order 

by the Securities Commissioner of the State of South Carolina as settlement of th~ issues 

contained in this Order. 

MS&Co on behalf of itself and as successor to MSDW, states that no promise of 

any kind or nature whatsoever was made to induce it to enter into this Order and that it 

has entered into this Order voluntarily. 

Eric F. Grossman represents that he is a Managing Director of MS&Co and that, 

as such, has been authorized by MS&Co to enter into this Order for and on behalf of 

MS&Co (for itsel f and as successor to \!SOW). 

Dated this '?2,"0. day of ~U..§ U-.S T , 2008 
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CONSENT TO E~TRY OF ORDER BY THE SEC[RITIES DIVISIO~ 

OF THE OFFICE OF THE ATTORNEY GENERAL 

Thc Division consents to entry of this Order by the Securities Commis ioner of 

the State of South Carolina as settlement of the issues contained in this Order. 

The undersigned Assistant Attorney General represents that he1she is an attorney 

in the Securities Division of the Office of the Attorney General for the State of South 

Carolina and that, as such, has authority to consent to trus Order on the Division's behalf. 

Dated this ~~ day of u..~l " - ih ~ 
'2008 

By: \1~ ~~~ 

Title: ~\>t O:t4r Jduu.AJ 
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