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BY HAND DELIVERY

Mr. George Friedman

Director of Arbitration

National Association of Securities Dealers, Inc.
One Liberty Plaza, 27" Floor

165 Broadway

New York, N.Y. 10006

Re: Matter of Arbitration of
Mr. Spencer C. Young 1, Claimant
- Against —
Morgan Stanley, Respondent

Dear Mr. Friedman:

Our law firm acts as legal counsel to Mr. Spencer C. Young It ("Spencer™ "Mr. Young” or
“Claimant™). who resides in Manhasset, NY, with his wife and family. We wrile pursuanl to the
Code of Arbitration Procedure of the National Association of Securities Dealers, Inc ("NASD"} for
the purpose of filing a Statement of Claim on behalf of Spencer against his former employer,
Morgan Stanley ("Morgan Stanley " or "Respondent’}.

Spencer's Statement of Claim against Morgan Stanley arises out of his employment as a
commercial real estate investment banker with that firm beginning March 1997 and ending
November 2002, when Morgan Slanley lerminated Spencer without cause. Spencer's claims
arise oul of Morgan Stanley’s breach of its agreements with Spencer regarding (i) his 2002 bonus
and (ii) his compensation for the successful creation and development of the Institutional Quality
(iQ'®) Brand of Commercial Mortgage Backed Securities {"CMBS"). including, but not limited to,
promotion to Managing Direclor of the firm and (jii) a claim for defamation.

During 2001 and 2002, Spencer and his supericrs entered into agreements that provided
that, should Spencer satisfy certain conditions, he would receive a certain 2002 honus and be
compensated for the creation and development of the IQ® brand of CMBS. By the end of 2002,
Spencer had fulfilled the conditions set by Morgan Stanley in order for him to reccive a 2002
bonus at “the nexl level” {i.e., “oulsized”) and be compensated for the development of the 108
brand of CMBS, including promotion to Managing Director. However, Morgan Staniley did not pay
Spencer a 2002 bonus and did not promote him to Managing Director. Instead. Margan Stanley
terminated Spencer, without nolice, wilthout cause and without fair compensation for services
rendered and value crealed through 2002, including the development of the “IQ"'® brand of CMBS
that now generates sustained, long term and substantial revenuc for Margan Stanley.
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] STATEMENT OF FACTS

A. Spencer's Employment Background

Spencer is a proven, successful investment banker in the field of Commerciat Real Estale
Finance and Securitization. He received a Bachelor of Science degree in Hotel Administration
from Cormell University and a Master of Business Administration degree in Finance from Comell
University. When Spencer joined Morgan Staniey in March 1997, he already had an excclient
reputation as a Commercial Real Estate Invesiment Banker with experience in creating and
growing securitization and trading business that deliver strong botlom line results. Spencer was
<killed on both sides of the CMBS business (i.e.. origination and securitization). Spencer had also
developed a reputation among institutional clients as a trusted advisor, and exceptionally crealive,
in structuring deals and capturing new business.

Prior to joining Morgan Stanley, Spencer had been Vice President, Commercial Mortgage
Finance Group, J.P. Morgan Securities, Inc. At J.P. Morgan, Spencer had been the principal
architect and Chief Operating Officer of their commercial mortgage conduit, which funded $1.2
billion in commercial mortgages over 18 months, ranking third in conduit CMBS volume, and
generated approximately $30 million revenue in less than three years.

While at Morgan Stanley, Spencer continued to enhance his reputation as an exceptional
Commercial Real Estate Investment Banker with a record of creating and growing bottom line
results for Morgan Stanley. 1n 1998, Spencer was promoted to Principal/Executive Director.
During his nearly six () year tenure at Morgan Stanley, Spencer co-headed the Morgan Stanley
conduit for over three years, instituting substantiai improvements that increased annual produclion
five-fold to $2.5 billion per year and then headed up new business development on the issucr side
for more than two years, with particular emphasis on working with insurance companies as
primary issuers. Spencer was a significant contributor toward Morgan Stanley's successes in
CMBS, which included a #1 ranking as global issuer of CMBS for three years, 85% market share
with insurance company CMBS issues and # 1 in client CMBS transactions for the past two years.

As an Executive Director in the Securitized Products Group ("SPG™) of Morgan Stanley,
Spencer eamed an annual base salary of one hundred and sixly thousand dollars ($160,000) and
an average annual bonus of six hundred thousand dollars {$600,000) for each of the previous five
(5) years. More specifically, Spencer’s compensation history at Morgan Stanley is as follows:

Year Base Salary Bonug Total Compensalion
1997 $85,151 (starting 3/17/97) $634,099 $719.250
1998 $125,000 $488,642 $613,542
1999 $140,000 $706,417 $846,417
2000 $140,000 $578,083 $718,083
2001 $160,000 $595,417 $755,417
2002 $150,000 (through 11/20/02) -~ 0-— $150,000

Spencer’s performance for fiscal year 2002 was his strongest ever. Consistent with the
meritocracy Morgan Stanley had long practiced, after five successful years, Spencer had eamed

(i) a 2002 bonus at “the next level," i.e., an “oulsized™ bonus, and (i) compensation for the creation

and development of the $Q® brand of CMBS, including promotion to Managing Director.
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B. Morgan Stanley's Representations Regarding Spencer's 2002 Bonus

Morgan Slanley specifically and repeatedly represented and promised Spencer that he
would receive a 2002 bonus at “the next level” if he met a certain condition. In particular, at the
beginning of fiscal year 2002, Morgan Stanley, through Warren Friend, who was Spencer's
immediate supervisor and in charge of CMBS Finance, promised and represented to Spencer that
he would receive an “outsized bonus” at the nex! level for fiscal year 2002 if he were able to land
the AXA Financial agribusiness transaction. An “outsized bonus™ at "the next level” was
specifically understood to mean al least a 50% premium of his previous highest bonus and
therefore, a 2002 “outsized bonus™ for Spencer would be at teast one miliion fifty-nine thousand
dollars ($1.059 million). The 2002 bonus that was promised to Spencer was not discretionary, but
guaranteed, subject to Spencer satisfying the condition that he close the AXA Financial
agribusiness Iransaction.

Morgan Stanley, through Gail McDonnell, Head of SPG Finance {and Mr. Friend's
immediate supervisor), also directly and repeatediy represented and promised Spencer that if he
were able to convert new SPG clients and thereby help build franchise value, his bonus would be
increased lo “the next level”, which was understood 1o mean the same as an “outsized bonus®.

At the onset of 2002, Morgan Slanley and Spencer had a binding agreement whereby
Spencer would receive a 2002 “outsized bonus” at “the next level” if he were able to close the
AXA Financial agribusiness transaclion and continue to convert new SPG clients.

C. Spencer Satisfied Morgan Stanley's Conditions And Therefore, Has Earned And [s
Owed A 2002 "Qutsized” Bonus Of At L east $1.059 Million

In 2002 Spencer did close the agribusiness transaction for AXA Financial and did
convert major financial institutions into SPG Clients. First, Spencer closed the $519 miilion
AXA Financial transaclion of 1,109 farm loans in 2002. This was the largest agribusiness
financial transaction of its kind in history and the client was so pleased with the advisory work
and execution, that they paid a discretionary 25% increase in their fee to Morgan Stanley,
resulting in one of the largest fees received by SPG Finance in 2002. AXA Financial is a global
insurance and related financial services company with assets of $496 billion. Due to the size
and importance of this transaction, it was frequently featured as one of Morgan Stanley’s key
transaclion success stories of 2002.

Second, Spencer also convested more new institutional clients than anyone else in SPG
over the last 14 months of his employment. including, Aegon, Allmerica, AXA, MONY, Nationwide,
State Farm and Union Central Life. Spencer was alsa instrumenttal in converting Lincoln National
and Prudential into SPG dlients, although not assigned direct client responsibility for these firms.
They chose to work with Morgan Stanley because of their interest in participating in 1Q® brand
transactions.

Spencer salisfied the condition that he close the AXA Financial agribusiness transaction
and, in addition, he continued to convert numerous major financial institutions into SPG Clients,
As a result, Spencer has eamed and Morgan Stanley is obligated to pay him a 2002 "outsized”
bonus at "the next level” of at least $1.059 million.
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D. Morgan Stanley's Representations Regarding Spencer's Compensation For The
Creation And Development Of The 1Q® Brand Of CMBS, Including Promotion To
Managing Director

During 2000 and 2001, Spencer spoke to his superiors at Morgan Stanley about a new
business idea with great potential: the creation of a wholly-owned high quatity, multi-seller brand
of CMBS open to all financial institutions with a particular focus on insurance companies. Thisg
was the concept of the Institutional Quality or “IQ®" brand of CMBS. As an idea, or concept, only,
Spencer was free to take lhis idea to other potential employers, but his supericrs at Morgan
Stanley recognized its polential and asked him to work on it at Morgan Stanley.

In order o induce Spencer to remain at Morgan Stanley and to create and develop the
new IQ® brand of CMBS for Morgan Stanley, Morgan Stanley promised and represented to
Spencer that he would be compensated for its creation and development and promoted to
Managing Director when the IQ® brand of CMBS generated a revenue of at least $25 million.
Specifically, Warren Friend and other Morgan Stanley Managing Directors directly promised and
represented to Spencer that he would be compensated at and praomoted to “the nexi level” when
he created a revenue plalform of at least $25 million or otherwise created substantial incremental
value for Morgan Stanley. As discussed and illustrated in this Statement of Claim, Spencer's
development of the IQ® brand meets either of these criteria.

E. Spencer Creates The 1Q® Brand, Which Generates $25 + Million In Revenue And
Therefore, He Was Entitled To Fair Compensation, Including A Promotion To
Managing Director

Relying on these express promises and representations regarding compensation for the
creation and development of the 1Q® brand, Spencer remained at Morgan Stanley and devoted
himsell to creating, developing and even lrademarking the IQ® brand of CMBS. As a result of
Spencer's efforts, the 1Q® brand is now a magnet for new client conversions, a competitive
advantage for Morgan Stanley's large loan originations and most importantly, generates SPG
annual revenue in excess of $25 million.

Spencer was the principal architect and driving force behind the IQ® brand’s creation and
success. His efforts in connection with the IQ® brand of CMBS included working with seven
insurance companies, as first time CMBS insurers in three separate IQ® transactions totaling $2.4
bilion. These three IQ® transactions involved, among other efforts: (i} convincing large
conservative institutions of the benefits of securitization and securing extensively negotiated
mandates; (i) careful selection and underwriting of portfolio loans; {iii) giving presentations to ali
three rating agencies to describe the attributes of this high-quality brand of CMBS; (iv) helping
develop and participate in road show presentations to educate investors on this new CMBS brand;
(v) closely advising issuer clients on how to address the plethora of loan-by-loan underwriling and
credit inquiries from the raling agencies and subardinate bond investors; (vi) developing a detailed
servicing standard with Nationwide, Lincoin National and six master servicers and (vil) providing
overall extensive client support associated with each deal.

Through Spencer’s extensive efforts, the IQ® brand is now positioned to generate $30-
$40 million + in revenue a year including, underwriting fees and arbitrage gains. Based on the
current level of interest in the 1Q® brand, Morgan Stanley is positioned to complete at least 4
deals per year and generate 310 million + per transaction. These statistics will likely grow in time
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as more and more clients are drawn to this brand. The inaugural IQ® deal for $719 million closed
in October 2001 and generated revenue of approximately $3 million for underwriting fees for
Morgan Stanley. The 1Q®2 deal for $779 million closed in June 2002 and generated revenue of
$10 million for Morgan Stanley. The IQ®3 deal for $910 million that Spencer formulated closed in
December 2002 and was projected o generate revenue of over $10 million for Morgan Slanley.
The 1Q®4 deal that Spencer was also formulating priced in late May 2003 and closed in early
June 2003 (total transaction size was $728 million) and included additional new clients, and upon
information and belief generated revenue of over $10 million for Morgan Stanley. As
contemplated by Spencer, an IQ®S transaction is being discussed with clients for the late
summerfearly fall, and 1Q®6 would be completed before the end of the calendar year. 1Q® deals
would then follow an issuance frequency of at least a deal a quarter. Accordingly, the 1Q® brand
is now positioned to yield $3 billion + in league table credit annually and it is common knowledge
on Wall Street that a strong league table ranking leads to other business opportunities. While not
precisely measurable, the added value of an enhanced league table ranking is substantial.

By the end of 2002, Spencer had established a high quality brand of CMBS that: (i)
attracts new CMBS clients for Morgan Stanley and brings back former CMBS clients who were
los! lo competitors; (i) derives additional revenue from existing Morgan Stantey CMBS clients;
(ifi) is a registered trademark asset of significant value for Morgan Stanley in the CMBS markel;
and (iv) serves as a platform to derive other business for Morgan Stanley.

As a result of Spencer's efforts in establishing the IQ® brand, the foilowing major
financial inslitutions became first-time CMBS clients for Morgan Stanley: (i) Aegon (a global
insurance group with assets of $256 billion); (i) Allmerica (a holding company for a group of
insurance and financial services companies with assets of $25 billion); (iil) Nationwide (a
holding company for Nationwide Life and other companies, with assets of $96 billion); {iv}
Lincoln (a holding company with multipie insurance and investment management businesses
having assets of $93 billion); (v) MONY (the financial services firm that manages a portfolio of
member companies, including MONY Life, with assets of $20 billion); (vi) Prudential (a financial
services institution with assets of $293 billion) (vii) State Farm (the largest property casualty
insurance company in the world, with assets of $66 billion); and (viii) Union Central Life (one of
the 10 largest mutual life insurance companies in the nation with assets of $6 billion).

Spencer also attracted existing Morgan Stanley CMBS clients to the 1Q® brand. These
exisling Morgan Stanley CMBS clients have now participated in some of the 1Q® transactions,
and expect to participate in future IQ® deals. These existing clients include: (i) John Hancock
(a financial services company that provides insurance and investment products and services
with total assets of $98 billion); (it} Principal Financial {a diversified financial services
organization with assets of $90 biflion); and (jiii} T.L.A.A. (a nonprofit entity and insurance
company with assets of $261 billion).

Earfier this year, trade publications reported that CIGNA (a holding company, including its
major insurance subsidiary, Connecticut General Life Insurance Company, wilh assets of $89
billion) and CIBC (a leading North American financial institution, with $153 billion in assets), had
both been attracted to the IQ® brand, and agreed to participate in an upcoming 1Q® transactien.
(IQ® 4). This press serves as free advertising that altracts incremental business from financial
institutions.

These new and existing clients collectively have over $100 billion of seasoned
commercial morigages in portfolio, which is the ideal product for IQ® transactlions, thereby
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establishing a fertile client base for future IQ® brand CMBS deals.

In addition, as Spencer originally inlended, the 1Q& product is designed to prosper even
in a difficult business environment experiencing credit deterioration. This is because of the
atiractive transaction attributes, including: (i) low leverage loans; (ii) high quality of the
underlying collateral of well constructed properlies with slrong tenancy that are localed in
economicaily viable submarkets, and (i} strong financial institution sponsorship with
conservative underwriting credit cultures. These high-quality transactions are therefore
positioned to experience better investmenl performance as compared with alternative CMBS
investments. This should in turn become a significant competitive advantage for Morgan
Stanley from a strategic standpoint, as there will be a proclivily for investors to pursue a “flight
to quality” investment stralegy. An attractive relative investment performance would result for
the issued 1Q® bonds, thereby attracting additional issuers and investors.

Furthermore, the IQ® brand serves as a particularly unique platform that provides
Morgan Stanley with a competitive advantage in the origination of investment grade large loans
that other investment banks have heretofore been unable to replicate. The timing for launching
the 1Q® brand was fortuitous for Morgan Stantey for a couple of reasons. First, the inaugural
IO® transaction was the deal that re-opened the CMBS markets in October 2001, after having
been closed for over a month as a result of the terrorist attacks of September 11. Secondly, in
the case of the IQ®2, it provided an effective exit strategy for the inclusion of pari passu
promissory notes of large loan transactions at a time when the market for large loan CMBS
securitizations was closed. “Pari passu” promissory notes ensure that financial risk and
rewards are shared pro-rata among and between several pari passu promissory notes.
Because of its high quality, the 1Q® brand was well-suited for the inclusion of investment grade
pari passu loans backed by the same real estate collateral. As a result, Morgan Stanley was
able to originate investment grade large loans because it had a viable exit strategy, which its
competitors did not possess.

In recognition of Spencer's highly successful launch of the |Q® brand, Morgan Stanley
submitted the inaugural IQ® deal to the Institutional Investor magazine for consideration as
Deal of the Year for all securitized products issued globally in 2001. The launching of the 1Q®
brand was headlined on the “Home Page” of Morgan Stanley's global Intranet web site, which
was accessible by all 50,000+ employees. The first |Q® deal was also presented to all Morgan
Stanley investment bankers worldwide via videoconference where it was described as a premier
transaction for the following reasons: (i} it reopened the CMBS new issue market; (i) it was the
highest quality multi-selier CMBS transaction in history, as measured by the lowest
subordination levels ever given by the rating agencies (86% of the 1Q® bonds were rated AAA);
and (iii) five of the six participants were first-time CMBS issuers, the most ever in any mulli-
seller CMBS transaction.

Finally, to protect and preserve the value of the IQ® brand of CMBS for Morgan Stanley,
Spencer had registered the 1Q® brand of CMBS as a service mark with the United States Palent
and Trademark Office, an agency of the United Stales Department of Commerce.

As a result of Spencer’s creation and development of the |Q* brand, the Q% brand now
has a conservatively derived and objectively determined intrinsic value of $250.3 million. See
Chart of Intrinsic Value of 1Q® Brand & Fair Compensation For its Creation, annexed hereto as
Exhibit “17. Spencer's IQ¥ brand has obviously created a significant legacy of value at Morgan
Stanley for which Spencer was promised compensation, including a promotion to and future as
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Managing Directaor.

By the end of 2002, given Spencer's successful creation and development of the IG®
brand, Spencer had earned the promised compensation related thereto and promolion to
Managing Director. Absent the promised promotion to Managing Director and compensalion for
his pivotal role in having created the IQ® brand, Spencer is now entitied to fair compensation
related to the intrinsic value he created in the {Q® brand of CMBS, in an amount between
$5.605 million and $12.236 million, as more fully set forth in the Chart of Inlrinsic Value of 1Q®
Brand & Fair Compensation For its Creation annexed hereto as Exhibil “1".

It is acknowledged that Spencer did not, by himself, accomplish all tasks relative to the
creation, development and execution of the Q@ brand concept. That being said he was without
question the concept originator and the “team quarterback” on every development and deal-
directed 1Q® effort of Morgan Stanley.

F. Instead Of A 2002 Bonus And Promotion, Spencer Was Terminated

By November 2002, the last month of fiscal year 2002, Spencer had completed his most
successful year at Morgan Stanley and was already eslablishing business for a successful 2003.
Spencer had achieved (and surpassed) the conditions of his agreement with Morgan Stanley
regarding his 2002 bonus at *the next level” and compensation for his IQ® brand work, including
promotion to Managing Director.

At the end of fiscal 2002/beginning of fiscal 2003, Spencer's contributions to Morgan
Stanley increased. Spencer was placed in charge of a new initiative to market the full range of
SPG products to middle market banks. This new initiative was scheduled to be rolled out in
December 2002. Also at this time, Spencer was to play an active role in a $1.0 - $1.5 biilion
traditional market leverage CMBS transaction that was scheduled for February 2003. Spencer
continued his leadership role with the IQ® brand, with the scheduled launch of the $910 milion
iQ®3 deal. Because Morgan Stanley’s CMBS Finance Group had already exceeded budget for
fiscal year 2002, Spencer was asked to manage clienl expectations so that the IQ®3 deal would
price during the first week of December, i.e., the new 2003 fiscal year. Spencer was also aiready
directing the 1Q®4 transaction tentativety scheduled for March 2003.

At the end of 2002/beginning of 2003, Spencer had expected to receive an “outsized”
2002 bonus at “the next level® and be promoted to “the next level” Instead, on or about
November 20, 2002, Spencer was notified that he would be terminated, without notice, without
cause, without any 2002 bonus and without a promotion to Managing Director. Despite having
worked the enlire 2002 fiscal year and having satisfied the conditions of his 2002 bonus and
promotion to “the next level”, Spencer was not only lerminated but he has also been denied any
2002 bonus.

Spencer's termination also illustrates Morgan Stanley's deliberate efforls to discredit
Spencer from the resounding success of the IQ® brand, including choosing 1o lerminate
Spencer without explanation on the day before the 1Q®3 transaction was being launched to
public investars, the timing of which created the highest degree of professional embarrassment
for Spencer.

Instead of his promised “oulsized” 2002 bonus of at least $1.059 million and fair
compensation related to the value Spencer generated in the 1Q®@ brand, Spencer was offered
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conditional severance of only $328,975, subject to his signing a relcase waiving his rights 1o
assert any claims against Morgan Stanley, including claims for his 2002 bonus. Sce Severance
Agreemen!, annexed hereto as Exhibit “2”. Instead of the promised bonus of at least $1.059
million, 50% greater than his prior highest bonus, Morgan Stanley offered Spencer a severance
bonus that was 58% less than last year's bonus.

Spencer objected to Morgan Stanley's treatment of him and by Memorandum to Craig
Phillips, Global Head of Securitized Products, dated December 1, 2002, requested that Morgan
Stanley reconsider its decision. See Memo Irom Mr. Spencer Young to Craig Phillips, Global
Head of Securitized Products, dated December 1, 2002, annexed hereto as Exhibit "3"
However, Morgan Staniey, through Craig Phillips, rejected Spencer’s efforls lo resolve this matter,
refused 10 negoatiate and left Spencer with no choice but to pursue his compensation and bonus

claims through arbitration,

Morgan Stanley has never offered a reason for its fiing of Spencer without apparent
“cause” or for its refusal to honor its multiple, express promises to him regarding (a) 2002 bonus
compensation or {b) compensation for the creation and development of the IQ®& brand, including
promotion to Managing Director.

G. Defamation And Disparagement Of Spencer After Termination

Upon information and belief, Morgan Stanley, through Warren Friend, has defamed and
disparaged Spencer's professional reputation. Upon information and belief, on more than one
occasion, Morgan Stanley has provided a prospective employer of Spencer with a false and
unfavorable reference about Spencer's employment with, achievements at and/or termination
from Morgan Stanley. Morgan Stanley's dissemination of this false and defamatory information
about Spencer has resulted in significant damage to Mr. Young's professional reputation and his
continued unemployment.

More specifically, over the last several months, a number of major financial institutions
have expressed interest in hiring Spencer to replicate the 1Q® brand. As a result, Spencer has
participated in multiple rounds of interviews at a number of major financial institutions. After
mulliple rounds of interviews and business plan presentations at one financial institution — and
subject to a scheduled final business plan presentation and dinner with the entire real estale
group — Spencer was informed that the financial institution expected 1o bring Spencer on board.
However, upon information and belief, after Morgan Stanley, through Warren Friend, conveyed 1o
the financial institution false and defamatory information about Spencer, the financial institution
was no longer inlerested in bringing Spencer on board. On another occasion, with another
financial institution, after four full days of interviews carried out over a month time honzon with a
wide range of senior people in the organization, Spencer was told that he would be brought on as
a Managing Director, with an expanded role covering a wide range of credit praducts. 1n fact,
three people with whom Spencer interviewed with told him that his being hired was "a done deal”.
However, after Morgan Stanley conveyed to the financial inslitulion false and defamatory
information about Spencer, the financial institulion withdrew its conditional offer of employment.
Upon information and belief, Morgan Stanley has provided Spencer's prospective employers
andior others with false and defamatory statements regarding Spencer's employment with,
achievements at and/or termination from Morgan Stanley to preserve the value of the 1Q® brand.

Furthermore, Spencer's termination, itself, under the circumstances has a disparaging and
defamatory effect. The fact that Mr. Young was terminated at the conclusion of his most
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successful year al Morgan Stanley raises doubts in the minds of prospeclive employers about his
inlegrity andfor character. The success of Spencer's 1Q brand of CMBS was well known in the
business and as a result, the CMBS industry, in general, and Spencer's former clients and
prospective employers, in particular, are left to wonder why he would be “downsized”, given his
success. Instead of facilitating Spencer’s transition to future employment, Morgan Stanley, at
every turn, has sought lo inhibit Spencer’s transition to future employment

Il THE LEGAL CLAIMS AND ARGUMENTS

A Breach Of Express Contract

Morgan Stanley's promise to pay Spencer a certain, non-discretionary 2002 bonus and
promise to compensate and promote him for his development of the |Q® brand, if he met
certain conditions, constituted a valid unilateral contract, which became binding on his
performance of such conditions. See Morales v. Plaxall, Inc., 541 F. Supp 1387, 1391
(E.D.N.Y. 1882). Corto_v. Fujisankei Communications international, Inc., 576 N.Y.5.2d 139
{First Dept. 1991) (citinrg Calamari & Perillo, Contracts, § 2-10, at 70 [3"d ed.] and Williston on
Contracts, § at 427 [3” ed.]); Tripodo v. Chase Maphattan Bank, 576 N.Y.S.2d 760 (Cty Ct.
Westchester Co. 1991). The beginning of Spencer's performance of the conditions
"contemplates the manifestation of mulual assent and furnishes consideration.” Feifer v.
Prudential Insurance Company of America, 306 F.2d 1202, 1211 (2M Cir. 2002) {quoting
Restatement {Second) of Contracts §45(1) cmt. D {1981)).

First, Morgan Stanley's promise to pay Spencer a non discretionary “outsized” bonus of
at least $1.059 million for 2002 became a binding obligation when Spencer closed the AXA
Financial agribusiness deal and converted more new financial institutions into SPG Clients than
anyone else in SPG. As a result, Morgan Stanley's failure to pay Spencer the “oulsized” bonus
of at least $1.059 million constituted a breach of contract.

Likewise, Morgan Stanley's promise to Spencer that he would be compensated and
promoted to Managing Director for his crealion and development of the IQ% brand of CMBS,
became a binding obligation when Spencer developed the IQ® Brand into a revenue platform of
at least $25 million annually. As a result, Morgan Stanley's failure lo compensate and promole
Spencer for his development of the IQ¥® brand into a revenue generating platform in excess of
25 + million constituted a breach of contract.

B. Breach Of Implied Contract

in addition to the existence of a binding express contract between Morgan Stanley and
Spencer regarding the payment of a non-discretionary 2002 bonus and compensation for his
development of the IQ® brand of CMBS, there also exisled an implied-in-fac! coniract that
obligated Morgan Stanley to pay Spencer bolh a 2002 “outsized™ bonus and compensation for his
development of the IQ® brand of CMBS. In order to refain Spencer's services and deter him from
taking his agribusiness and IQ® business elsewhere, senior Morgan Stanley employees, in
particular, Mr. Warren Friend, represented to Spencer that he would recewve certain bonus
compensation. Spencer continued to work at Morgan Stanley based on the terms of the express
and implied contracts, their mutual understandings and their prior course of dealing.

i is well known on Wall Street that you work for your bonus compensation and not just
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your salary. Indeed, promised bonuses often far exceed base salary, as it was promised to
Spencer. It is simply inconsistent with the law for Morgan Stanley to keep Spencer employed the
entire 2002 fiscal year and then deny him the promised bonus compensation. Morgan Stanley’s
actions in this regard are contrary to case law and industry practice which support his entitement
to both a 2002 bonus of at least $1.059 million and compensation for his development of the 1IQ®
brand of CMBS.

New York law recognizes implied as well as express contracts. "[Aln implied-in-fact
contract.. [is] based on the conduct of the parties, from which...[one] may fairly infer the existence
and terms of a contract.” Radio Today, Inc. v. Westwood One, Inc., 684 F. Supp. 68, 71
(S.D.N.Y. 1988); Schuler-Haas Electric Corp. v. Wager Gonstruction Corp.. 57 A.D.2d 707, 708,
395 N.Y.S. 272, 274 (4th Dep't 1977), Matter of Kummer, 93 A.D.2d 707, 708, 395 N.Y.S. 272,
274, 845, 874, (2¢ Dep't 1983); 22 N.Y. Jur.2d, Contracts Section 446; 50 N.Y. Jur.2d, Restitution
and Implied Contracts, Sections 1-3.

In applying this concept to bonuses, the courts have recognized that the practice of paying
bonus compensation is an implied part of the employment agreement. See, e.q., Giuntoli v.
Garvin Guybutier Corporation, 726 F. Supp. 494, 507, 508 {(S.D.N.Y. 1989) (course of dealing
made bonuses a term of employment), Harden v. Wamer Amex Cable Comm., 642 F. Supp.
1080, 1096 (S.D.N.Y. 1986) (bonus was "integral” part of employee compensation), Squadrilo v.
Credito ltaliano, 193 Misc. 34, 83 N.Y.S.2d 334, 335 (City Ct. New York Co. 1948) (employee had
right to bonus where employer had a longstanding custom of paying bonuses as part of his
compensation); Wineburgh v. Seeman Bros., Inc. 21 N.Y.S.2d 180, 186-187 (Sup. Ct. N.Y. Co.
1940) (established practice of paying directors salary plus bonuses as additional compensation
showed that bonuses were not improper paymenis for past services).

It is the expectation of the benefit, whether by explicit or implicit promise, and an
employee's detrimental refiance upon such expectation or promise, thal likens the payment of a
bonus to other provided benefits such as health and pension benefits. See, e.g., Canet v. Gooch
Ware Travelstead, 917 F. Supp 969, 984-985 (ED.N.Y. 1996) (a bonus award is appropriate
where an employee retains employment in refiance upon promised bonus compensation, which is
an “integral part of the compensation package.”).

Under New York faw, one who accepts and benefits from the services of another who
expects 1o be paid for those services must pay for these services. Morgan Stanley took full
advantage of Spencer's services for the year 2002 (2.g., closing the AXA Financial agribusiness
deal, converting many new financial institutions into SPG Clients and developing the |1Q® brand of
CMBS into a revenue platform in excess of $25 + million a year) and, as such, Spencer earmned
and is entitied o receive bonus compensation.

Even well-regarded pro-business publications such as The Walf Street Joumal have
recognized that Wall Street executives, such as Spencer, are entitled to bonus compensation
despite the loss of their employment. A July 19, 2000 article by Randall Smith entitled “Losing a
Job on Walt Street These Days Often Doesn’t Mean Losing a Bonus, Too,” highlighted this very
point in its review of several recent arbitration decisions in which the panels awarded significant
banuses 1o Wall Street executives who, unlike Spencer, were fired for cause just prior to receiving
their annual bonuses. See The Wall Street Journal Article, dated July 19, 2000, annexed hereto
as Exhibit 4", These panels recognized that an employer's attempt to avoid bonus payments by
firing traders and analysts right before bonus payments are due and payable is wrong, illegal, and
simply unacceptable. In the present case, Spencer was fired at the end of fiscat year 2002 and
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just as the 1Q® brand was developing into a revenue platform of at least $25 million annually.
Like the traders mentioned in the article {which references four inslances of million dollar plus
arbitration awards), Spencer deserves payment of his 2002 “outsized” bonus of at least $1.059
million and fair compensation for his development of lhe substantial intrinsic value of the 1Q®
brand of CMBS, as well as other customary severance monies.

C. Promissory Estoppel, Equitable Estoppel And Quantum Meruil

The related doctrines of both promissory and equitable estoppel also apply to this case.
The elements of promissory estoppel are “(1) a promise, (2) reliance on the promise, (3) injury
caused by the reliance, and (4} an injustice if the promise is not enforced.” Aramony v. United
Way Replacement Benefit Plan, 191 F.3d 140, 151 {2nd Cir. 1999); see also Chemical Bank v
City of Jamestown, 122 AD2d 530, 531 (4th Dept. 1986), citing Ripple’s of Clearview, Inc. v Le
Harve Assoc., 88 AD2d 120, 122 (2d Dept. 1982).

The elements of equitable estoppel are *(1) material representation, {2) reliance and (3)
damage.” See Lee v. Burkhart, 991 F.2d 1004, 1008 (2d Cir. 1993). Equitable estoppel may be
imposed to prevent injustice suffered by a person who, in justifiable reliance upon the words or
conduct of another, is induced to act or forebear. Multari_v. Sorrell, 287 A D.2d 764, 731
N.Y.S.2d 238 (3d Dept. 2001). The doclirine of equitable estoppel is applied where exceptional
circumstances exist, such as here. Badgelt v. N.Y.C. Health & Hospitals Corp., 227 A.D.2d
127, 641 N.Y.S.2d 299 (1°" Dept. 1996).

The doctrines of promissory estoppel and equitable estoppel apply to enforce Morgan
Stanley's promises to Spencer that he would receive an “oulsized” 2002 bonus of at least $1.059
million and that he would receive fair compensation for the development of the 1Q® brand of
CMBS. in reliarce on these promises and material representations, Spencer remained at Morgan
Slanley through 2002 and closed the AXA Financial agribusiness deal, converied many new
financial institutions into SPG Clients and developed the 10® Brand of CMBS into a revenue
platform of at least $25 million annually. Had Morgan Stanley not made these promises and
material representations regarding both his 2002 bonus and compensation related to the success
of the 1Q® brand, Spencer would have left Morgan Stanley and brought the AXA Financial
agribusiness deal and 1Q® brand of CMBS business elsewhere. Instead, Spencer remained at
Morgan Stanley in anticipation of receiving a 2002 bonus of at least $1.059 million and receiving
compensation related to the 1Q® brand of CMBS, including a promotion to Managing Director.
Promissory and equitable estoppel should be applied to enforce Morgan Stanley’s promises and
representalions.

Morgan Stanley is also liable to Spencer for a 2002 bonus of at least $1.059 million and
compensation for his development of the Q% brand of CMBS under the doctrine of "quantum
meruit.” Under this legal theory, one who accepts and benefits from the services of another who
expects to be paid must pay the reasonable value of these services. Morgan Stanley took
advantage of the $519 million AXA Financial agribusiness deal, in 2002 and is currently
reaping the substantial benefits of the IQ* brand of CMBS which now generates $30 to 540 +
million in revenue annually and has a conservatively derived and objectively determined intrinsic
value of $250.3 million and, in tum, Spencer should receive his 2002 bonus due him and fair
compensation relaled to the value he has created in the IQ* brand of CMBS.
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D, The Promises Made To Spencer By Morgan Stanley Were Sufficiently Clear And
Definite To Require Enforcemen! Under New York Law

Spencer’s contractual claim to bonus compensation will not fail due to a lack of
“definiteness.” “Regardless of the validity of the general proposition that ‘agreements to agree’
are illusory and, therefore, unenforceable, this principle has no application in the context of
interpreting employment contracts which include open additional compensation clauses. The
New Yark cases reveal that (1) where parties enter inlo an agreement providing for cerlain
immediate compensation to be paid and also provide for a subsequent upward adjustment of
that compensation, to be determined at a later time, the contract is enforceable; and further {2)
that if the parties fail to definitively reach an understanding as to what shall constitute the
premium, the court will determine an appropriate bonus rather than deem the contract
unenforceable.” Knapp v. McFarland, 344 F. Supp. 601, 611-612 (S.D.N.Y. 1871), ciling,
Pillois v. Billingstey, 179 F.2d 205 (2nd Cir. 1950}, Heller v. Kalish, 141 App.Div. 205, 125
N.Y.S. 1057 (1* Dep't 1910), and Plattenburg v. Briggs, 166 App.Div. 326, 151 N.Y.S. 925 (3rd
Dep't 1915). (Emphasis added.)

Bonus and related compensation payments are a benefit to which an employce is entitied
and Courts will determine the appropriate bonus amount by reference to express representalions,
bonus history and what other similarly situated employees were paid. See Giuntoli, 726 F. Supp at
507 (citing, Harden, 642 £. Supp. at 1096). See also Knapp v. McFarland, 344 F. Supp. 601, 611-
612 (S.D.N.Y. 1971)(even if no precise amount of bonus to be paid is set by the parties, the Court
can delermine an appropriate bonus rather than deem the contract unenforceable.”™)

In Giuntoli v. Garvin Guybutier Corp., 726 F. Supp 494, 507 (S.D.N.Y. 1989), the Count
found that a money market broker's allegations of express promises by the employer, as well as
the parties’ prior course of dealing “evidences an implied promise thal semi-annual bonus
payments conslituled a term of [her] employment.” Id. at 507-508. The Court went on, “[f]hat the
exact amount of the promised bonus was not specified is not fatal to piaintiff's claim. Under New
York law, if there exists a reasonable basis for calculating the bonus due an employcee, a court
may enforce the conlract term. Bonus history may be used to determine an appropriate bonus
amount” {d. {(citing, Harden v. Wamer Amex Cable Communications, 642 F. Supp. 1080
(S.D.N.Y. 1986), Willoughby Camera Stores, Inc. v. Commissioner, 125 F.2d 607 (2d Cir. 1942).
(Emphasis added.) See also, Harden, supra (where the Court actually determined the amount of
the bonus claimed to be due based on language in written agreement which stated simply that the
bonus amount will “increase in future years~).

With respect to Spencer's 2002 “outsized bonus”, an “outsized bonus™ was specifically
understood to mean at least a 50% premium of previous highest bonus and therefore, a 2002
“outsized bonus” for Spencer would be at least one million fifty-nine thousand dollars ($1.059
million}.

With respect to the promise to pay Spencer compensation for the development of the 1Q®
brand of CMBS, there is nothing in the case law to preclude the Arbitration Panel from additionally
considering as fair compensation the caiculation contained in Exhibit 1, which is based on the
jong-term annual revenue and substantial intrinsic value Spencer created in the 1Q® brarjd for
Morgan Stanley and now leaves behind. A reasonable basis for calculating fair compensation to
Spencer for his development of the IQ® brand falis within a range of $5.559 million to $12.134
million, as more fully set forth below.
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E. Notwithstanding Spencer's Termination, Morgan Stanley Is Still Obligated To
Pay Him What Was Promised

Assuming Morgan Stanley had the right to terminate Spencer's employment, despile its
promise of a promotion, Morgan Stanley had no right to violate its promise of additional and
future compensation 1o him. While Spencer's future employment may not have been
guaranteed, both a 2002 bonus and compensation for his development of the IQ® brand of
CMBS were promised, and the law enforces promises made in consideration of services
performed, and reasonable reliance on those promises, and the forbearance of other

opportunities available.  As is sometimes said, “Once you've enjoyed the tune, you must pay
the piper.”

Just as every customner can walk out of a restaurant at any time, the food consumed
must be paid for. Just as an employer may tell an employee to leave at the end of the day, the
employer remains obligated for monies promised and due. Here, too, Morgan Stanley may
well have been within its right to terminate Spencer's employment, however, Morgan Slanley
remained obligated {o pay Spencer the compensation it promised in order to have retained his
services, i.e., closing the AXA Financial agribusiness deal, converting many new financial
institutions into SPG Clients and developing the IQ® Brand of CMBS into a revenue platform in
excess of $25 million a year. Morgan Stanley got from Spencer what it wanled--now it must
pay the bill due.

F. Defamation — Slander Per Se

Upon information and belief, Morgan Stanley’s dissemination of information regarding
Spencer's employment, achievements and/or termination was false and defamatory, which was
intended o harm Spencer's reputation within his profession and to prevent him from securing
business relationships within the securities industry. An oral statement is considered slander per
se il il tends to injure another in his or her trade, business, or profession. Liberman v. Gelstein, 80
N.Y.2d 429 (1992).

On moare than one occasion, after a thorough interview process, prospeclive employcrs
informed Spencer that they had intended to hire him. However, upon information and belief, on
each of these occasions, the prospective employer abruptly changed its mind and withdrew ils
interest in hiring Spencer after receiving false information disseminated by Morgan Stanley about
Spencer. Upon information and belief, Morgan Stanley has made false and defamatory
statements with regard to Spencer's work performance and his character.

G. Tortious Interderence With Prospective Business Relalions

With malice, Morgan Staniey disseminated false and defamatory information regarding
Spencer to prospective business relations of Spencer that were intended to harm his reputation
within his profession and to prevent him from securing business within the securilies industry.

In order 1o establish a claim for tortious interference with prospective advantage, it must

be proven that respondent’s interference with claimant's prospective business relalioqs was
accomplished by “wrongful means” or that “defendant acted for the sole purpose of harming the
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plaintiff. " Snyder v. Sony Music Entertainment,_ Ing., 252 A.D.2d 294 (1st Dept. 1999).

Here, Spencer's employment was terminated at the conclusion of his most successful
year at Morgan Stanley and after he satisfied lthe conditions for him to be promoted lo and
receive a banus at the “next level.” However, Morgan Staniey’s wrongful conduct did nol end
there. Upon information and belief, Morgan Stanley disseminated false and defamatory
information that was intended {o and did diminish Spencer's standing within his profession and
interfere with prospective business relationships wilhin lhe securities industry.

. RELIEF REQUESTED: DAMAGES

Spencer seeks the 2002 bonus he was promised, and earmed by closing the largest
agribusiness transaction in history and converting new institutional SPG clients. In addition,
because Morgan Stanley induced Spencer to remain in its employ and develop the IQ® brand of
CMBS, but reneged on its promise, in return, Spencer secks the value of his services in crealing
the 1Q® brand and business. In addition, Spencer seeks relief for the damages to both his
reputation and prospective business relations that resulted from Morgan Stanley disseminating
false and defamatory information regarding his work performance and character,

A. Spencer |s Entilled To A 2002 "Qutsized” Bonus

Because Spencer satisfied the condition set by Morgan Stanley for a 2002 “outsized”
bonus at “the next level”, Spencer is entilled to a 2002 bonus in an amount of at least $1.059
million. This “outsized” bonus at “the next level" was understood to mean at least 150% of
Spencer's highest previous bonus, i.e., $706,417. Morgan Stanley has a history of paying
Executive Directors bonuses in excess of $1.0 million for creating far less value than was
created by Spencer.

B. Spencer Is Entitled To Fair Compensation Related To The Long Term Revenue
And Value He Created And Now Leaves Behind In The 1Q® Brand Of CMBS

Because Spencer developed the 1Q® brand of CMBS into a revenue generating platform
in excess of $25 + million, he is entified to fair compensation related to the long-term annual
revenue and substantial intrinsic value he created in the 1Q® brand for Morgan Stanley and now
leaves behind. Otherwise, Morgan Stanley would be unjustly enriched due to its failure to honor
its retention-directed promises to Spencer. Morgan Stanley is now positioned to complete 4 10®
deals per year {$3 billion + in transaction volume) and generate $30 million to $40 miliion + in
revenue annually.

Set forth below, and attached herelo as Exhibit “17 are charts that simply and clearly set
forth the intrinsic value of the IQ® brand and a range of fair compensation that should be paid to
Spencer for creating the 1Q® brand. The 1Q® brand now has a conservatively derived and
objectively deterrmined intrinsic value of $250.3 million, based on the net income it generates
annually, and the current market price earnings multiple accorded the publicly traded stock of
Morgan Stanley. In addition, Morgan Stanley currently incurs annual compensation expense that
is approximately 19.6% of its curret market capitalization (“compensation-expense-lo-value”
ratio), based on its recently announced second quarter 2003 earnings.

Applying the IQ® brand's intrnsic value to Morgan Stanley’s compensation-expense-to-
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value ralio, a fair compensation calculation for Spencer amounts to $12.236 million (adjusted for
the fact that the 1Q® transaclions pertain only o the sell side of the arbitrage gain realized, and 1o

conservatively account for infrastructure support).

Further discounting this fair compensation

calcuiation to refiect only Spencer’s direct client contribution percentage to 1Q® deals of 45.8%
creates a fair compensation calculation amount of $5.605 million. As a result, fair compensation
to Spencer for the long-term value he created with the 10® brand should be in a range of $5.605
million (o $12.236 million. Although it would make sense to establish a fair compensation level for
creating the Q® brand at the higher end of the range, the midpoint is used ($8.921 million) for
purposes of this analysis and ctaim.

The summary chart that follows supperts this fair range of compensation calculations:

represents the securilization of commercial mortgages.) .

percentage shown here represents the loans contributed |

| Line tem $mm Comments S
Intrinsic Value of IG Brand | $250.3 | Based on 6/30/03 market values (see Exhibit 1)
! Compensahon Expense asa 16.5% Based § year average as contained in the 2002 Margan
j Percentage of Market Stanley Annual Report
| Capitalization Value - IS S
. Sell side of the transaction 50% Mr. Young's role periained to the sell side, and both the
! buy and sell sides are required lor realizing revenue on
1Q deats. (Note: in this context, "buy side” represents the
. origination of commercial mortgages, and "sell side”
. Infrastructure support 50% Takes into account the team participating on the
' | execution of the IQ transactions
H;gh End of Fair Value $12236 | The product of the above, Mr. Young regularly
Compcnsahon ("A7} interacted with all 1Q clients, and actively participated in
the execution of each 1Q deal, paricularly the mos!
important initial transaction. This established the brand
' and created the precedent of multi-seller transactions
; wilh porlfolio lenders. tn addition, 1Q clients for whom
: i Mr. Young did not have direct coverage accountability,
. were clients of his during his tenure at J.P. Morgan (e.q.,
L | i.John Hancock and Prudential)
Direct Client Contributicn 45.8% With regard to clieni coverage, Mr. Young focused on
Percentage to 1Q deals “development clienls” {i.c., companies which his CMBS
group had not done business with previously), because
of his strong business development skills, The
by clients of his direct responsibility.
Low End of Fair Value $5.605 The product of the "High End of Fair Value
Compensation ("B™) Compensation™ and the "Direct Clicit Contribution
Percentage to 1Q deals” o
Midpoint of Fair Value 58.921 This amount represents the midpoint of the

Compensation Range

Note: there may be some lost precision in the numbers reflected above due to rounding.

See also Exhibit "1".

compensation range determined above.
[(A+B) /2]
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C. Spencer |s Entitied To An Additional 25% And Stalutory Attorney Fees
Under The New York State Labor Law

Under New York's Labor Law, Spencer should be awarded an additional 25% of the bonus
and related compensation that was withheld from him. New York prohibils employers from
withholding compensation due to an employee. In order o discourage employers from
withholding compensation and te redress the inequalily in bargaining power between employer
and employee, New York provides for an award of attorneys' fees and an addilional 25% of
compensation willlully withheld. See New York State Labor Law Seclion 190, 198 {1-a}.

Employees at all levels, including execulives like Spencer, are entitled to the proteclion of
Section 198(1-a) of the New York Labor Law. See e.g., Daley v. The Related Companies, inc.,
179 A.D.2d 55, 581 N.Y.5.2d 758 {1st Dept 1992) {executive who was vice president of one
corporation and president of another corporation was an "employee™ entilied to seek attorneys’
fees and liquidated damages under Sec. 198(1-3)); Magness v. Human Resources, Inc., 161
AD.2d 418, 555 N.Y.5.2d 347 (1st Dept 1990); Klepner v. Codata, 139 Misc.2d 382, 527
N.Y.S.2D 158 (N.Y. Sup. Ct. 1988), aff'd, 150 A.D.2d 994, 542 N.Y.S.2d 1004 {1sl Dep't 1989).
The bonus compensation withheld from Spencer constiluted “wages.” See, e.g.. Giuntoli_v.
Garvin Guybutler Corp., 726 F. Supp. 494, 509 (S.D.N.Y. 1989} (bonuses which had been carned
and were due constituted "wages™ for purposes of Sec. 198(1-a)).

In the New York Labor Law, "willfu)” withholding of compensation "means no more than
intentional and deliberate" failure fo pay. See Old_Republic Life Insurance Co. v. Thacher, 12
N.Y.2d 702, 707 (1962) {defining the term “willful’ in the insurance law), Telecommunications
Designs, Inc. v. Roberts, 127 A.D.2d 976, 513 N.Y.S.2d 53 (4th Dep't 1987) {applying the
definition set forth in Old Republic Life insurance Co. in a Labor Law case).

D. Spencer Is Entitled To Vesling In All EACP Shares

Because Spencer was terminated in violation of an express promise that he would be
promoted to and have a future as Managing Director, and his shares would have thus vested over
time, Spencer is entitled to immediale vesting in all Equity Incentive Compensation Plan
("EICP") awards for 1997 through 2001, with no restrictions, and to be made whole for original
EICP awards for 1998, 1899, 2000, 2001 or an amount represenling the value of the EIGP
awards as of the date of Spencer's termination.

E. Spencer Is Entilled To Severance

Upon information and belief, Spencer is entiled to severance pursuant to Morgan
Stanley's severance plan. Based on Spencer's understanding of the severance typicaily offered
1o Managing Directors, Spencer believes that the plan provides for severance to him in an amount
of twenty 24 months of salary and continuation of all benefits. In light of the circumstances of
Spencer's lermination and the slate of the economy, Spencer's job search is expected to be
lenglhy.

F. Spencer Is Entitled To Be Designated Managing Director

Because Spencer safisfied the condition set by Morgan Stanley to be promoled lo
Managing Director, Spencer should be designated a Managing Director in his personnel file as of
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the date of his termination.

G. Spencer's Investments With Morgan Stanley Sponsored Investment Funds

Upon information and belief, the MSREF IV investmen! plan documents provide thal
Spencer may continue to stay on as invester in MSREF |V (Domeslic), MSREF 1V {International)
and MSREF IV (Europe funds) even after he is no longer employed by Morgan Stanley.

H. Attorneys’ Fees. Pre-Award Interest, As Well As The Costs And Dishursements
Associated With This Arbitration

Spencer also requests attorneys’ fees, pre-award inferest al the rale required by law,
pursuant to the New York State Labor Law and New York CPLR 5001, and the costs and
expenses of this proceeding.

3 Lost Income And Other Damages Related To Defamation And Interference With
Prospective Employment Relationships

Upon information and belief, Morgan Stanley, through Warren Friend and others, defamed
Spencer to prospective employers. As a resull, Spencer seeks damages in an amount to be
determined.

J. Punitive Damages, In An Amount To Be Determnined

in light of Morgan Stanley's knowing and malicious dissemination of false and
defamatory statements as well as breach of contract, Spencer also seeks punitive damages at
the discretion of and in an amount o be determined by the arbilralors.

V. CONCLUSION

At all times during Spencer’s tenure as a Morgan Stanley employee, he acted in good faith
and in reliance upon his agreements with and representations by Morgan Stanley. Morgan
Staniey had no right to violate its promises of compensation to him. Morgan Staniey got from
Spencer whal it wanted and demanded — now it must compensate Spencer for such services.

Spencer was always dedicated 1o and honorable wilh Morgan Stanley; he far exceeded all
the expectations of him. He has, and should have, every expectation — and legal right -- to insist
that Morgan Stanley honor its legal commitments, ie., an “outsized” 2002 bonus, and
compensation for his development of the 10? brand of CMBS, including promotion to Managing
Director, which it has not to date.

Accordingly, Spencer seeks an award in an amount no less than $1.059 millon,
constituting the promised 2002 bonus; $8.846 million, constituting the mid range of fair
compensation for Spencer's creation and development of the 1Q* Brand of CMBS; two years
severance: immediate vesting in all EICP awards for 1997 through 2001; continued parlicipation
as investor in the MSREF IV investment plan; stalutory penalties; attorneys’ fees; interest at the
stalutory rate of 9% per annum as calculated from the date of termination, and the costs and
expenses of filing and maintaining this proceeding, as well as other relief the arbitrators deem fair,
just and proper.
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WHERCFORE, FOR THE ABOVE REASONS, CLAIMANT PRAYS THAT THE: ABOVE
RELIEF BE GRANTED IN !TS ENTIRETY.

Respectfully submitted,

CLAIMANT: SKLOVER & ASSOCIATES, LILC
2 /XLC/QAW
T Spender C. Young, ll l / Ala\(L Sklover)
72 Eakins Road Altomeys for Claimant Spencer C. Young, Il
Manhassel, New York 11030 Ten Rockefeller Plaza, Suite B16

New York, New York 10020
Ph: (212) 757-5000
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1585 Rrsmdway
Sew York 10036

N
Morgan Staniey
November 20, 2002
Spencer Young
74 Eakins Road

Manhasse1, NY, 11030

RE: Change of Employment Status And Relerse Agreement
Dear Spencer:

This letter scts forth our agrecment conceming the change of your employment status with
Morgan Stanlkey (“Morgan Stanicy”’). For purposes of this Agreement, Morgan Stanley shall inciude any
-and all former and cxisting parents, subsidiaries, predecessors, successors and affiliate corporanons and
its and their Tespective current and former directors, officers, employees, agents, managers, shareholders,
successors, assigns, and other representatives.

We have mutually agreed that your employment with Morgan Stanley ends on November 20, 2002
and that you are to remain on the payroll through November 20, 2002, You will receive compensation for
ery pecnued and imused-vacation days due and owing to you, less applicable withholdirigs and GEATRHGAY
pursuant to applicable policy and consistent with applicable law.

We have tiso mutually agreed that in exchange for executing this Agreement, Morgen: Stanley wall:

{n Provide you with » spocl severance payment of THREE HUNDRED NITY-FIVE
THOUSAND TWQ HUNDRED FORTY DOLLARS AND ZERO CENGS ($325,240.00)
minus !l appheable payroll taxes and withholdings, payment of which will te-made-in a
lurp sum cash payment within thirty {(30) business days after the Effective Date of this
Agreement. :

(2) Provide you with special COBRA replacement paymenis {0 a$8ist you to continue to pay for
benefits that will otherwise end on the date of termunation (or end of the month of
terminatiou for medical and/or dental coverage) if you do not properly elect COBRA
continuation ¢overage. Writtun thirty (30) business days afler the Effecuve Date of this
Agrecment, Morgan Stanley shall pay you the total amount of $3,735.00, representing (a)
the approximate amount of COBRA continuation premuums for+4tugs (3) months for the
coverage option and level of medical and/or dents] coversge in effect_tor you
immediately prior to termination of employment and (b) an a.mmm?cﬁual to 35% of such
payment to #ssist you in sahsfying any tax lizbility on account of such payment. Such
amowurit shall be in lieu of clatms to continued medical and'or dental coverage, except w
the cxtent you are entitled to and properly clect COBRA continuation coverage. Nothing
in this Agreemsnt shall it the night of Morgan Stanley and its affilistes to amend,
roodify and/or terminate any benefit plan at any time in its sole discrction.



Morgan Stanley

(N Pro;;ﬁc-yoq with Quiplacernent services supplied b_v((jood‘gch_“_& Sherwood Ior six (6)
(---rﬁém._hs, which must conimence no later than nirety (%)) days after the Effective Date of this
- Agreement.

We have also agreed that all wrms of your equity based awards and deferred compensanon that
have been awarded 1o you, if any, by Morgan Stanlcy as of the date your employment terminates will
remamn 1 effect apd will not be deemed to be modified by this Agreement, except that paragraphs A-C
below shall apply 1o the iespective awards Bescribed Lilow 1t you cunnot otherwise sausfy the
requitements for “Retiremen:” or “Full Career” Retrement, es applicable, and as those terms are defined
and cescribed in the applicable award. Please review cach of your award certficates 1) see i you sausfy
the cond:tions descnbed therein.  You understand and agres that you remain subject to all conditions,
restrictons and risks inherent 1n the plans and the awards, including but not limited to, the vesung,

conversion and forfe) tion proyisi of the respective awards.  You alse agree that

paragraphs A-C belo% do not apply thany special or reiention awaxdi you may heve rece.ved.

A. Fiscal 2000 and 2001 annual year-end awards: For purposes ot your fiscal 2000 and 2601 annua!
vear-end Equity Incentive Compensation Plan (“EICP”) awards, if any, you will be deemed to have
terminated ermployment under circumstances €onshitubing a reduction n force Tlus means that any
unvested stock wmts and stock options awarded to you for fiscal 2000 or 2001 wall vest on thewr
scheduled vesting date(s), irrespective of your termimnation of eraployment, and yoB will have 9C
days after the vesting date to exercisc these options. Upon vesting, the shares you acquire upon
exercise of these stock options will no longer be subject to transfer restrictions (other than those

irposed by the securtties laws ard Morgar Stanley’s trading policies). Picesc refer 1o your 200
and 2001 award ceruficates for details.

B. Fiscal 1999 annual year-end awards: For purposes of your fiscal 1999 annual year-end EICP
award, if 2ny, Morgan Stanlcy will vest you m any unvested porton of this award as of the date of
vour terminstion of empoyment. Any stock Ep’ti'o]:?mﬁour Tiscal 1999 annua) award wil)
¢xpize on ._«M',K_z_gos. instead of expiring 90 days aftcr your enployment lerunation date. Shares
of conumon stock Fou acquire upon exercise of these sTock optidns Will no longer be subect to
transfer restmctions (other than those mposed by the securities laws and Morgan Stenley’s trading
poiicies). Please refer to your 1999 award certificate for details

C. Fiscal 1998 aamual year-end awards: For purposes of your fiscal 1998 ennual year-end EICP

awarw will vest you in any unvesied portion of this award as of the date of
your nation of employment. Any stock options wcluded in your fisca! 1998 annual award that,
by ther oniginal terms, expire 99 days after your ternunation of employment, will instead exprre on
April 2, 2003. Any stock options included m your fiscal 1998 annual award thai, by their onginal
tertns, remain exercisable for the onginal life of the option after yow termination of employment
will remain exersisable for the original bfe of the option and wall expire on the oniginal expiranion
date of the optiou. Pleast refer 10 vour 1998 eward centificate for detaiis.

You acknowledge that the changes to award terms described in parsgraphs A-C abave are subject to
any applicable tax withholding requirements. You uiso acknowlcdge that Morgan Stanley from time to hme
in 1s sole disaretion may modify or change its policies with respect to the sale of Morgan Stariley stock by
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Morgan Stanley

former and exisiug employees. You agree to fully abide by any such Morgan Stanley policy with respect to
the sale of Morgan Stanley stock and any window penod or other restrictions whuch may apply, or become
apphcahie 10 you, dunng the term of this Agreement and thereafter.

You understaid end agree that the foregoing consideration provided to you under the terms of this
Agreement s in addition to anythmg of value to which you are otherwise entitled.  You represent, warnant
and acknowledge that Morgan Stanley owes you no wages, commissions, bonuses. sick pay, personal leave
Pay, severance pay, vacation pay, or other compensahon ot payments of form of remuneration of any kind or
nature, other than that specificaily provided for in thus Agreement

General informaton about continuing benefit coverage will be sent 10 your home address by the
Benchit Center tho to three weeks followwng your ternunation date.  Spevific informaton regardmg
continuation of your medical benefits will be sent to your hame addiess by CobraSery two 10 thee weeks
following terminztion of coverage. You have sixty (60) days from the date of receipi to clect CobraServ
coverage. Inquities about your benefits should be dirccted to the Benefit Center at 1-877-685-4481.

In exchange for providing you with these cnharced beuefits, you ggree to waive all claims agamnst
Morgar Staniey, and to release and forever discharge Morgan Suarnley, from any and 31! liabibty for any
claims or dariages of any kind, whether known or unknown to you, thet you may have sgainst Morgan
Sunley as of the date of your execution of this Agreement including, but not limited to, any nght or clanm
arising out of or relating to your employment. compensation and benefits with Morgae Stanley or the
termunation thereof, any nght or claim arismg out of or relating to any employment contraci. Cxpress of
imphed. or any public policy waivable by law, any nght or claim arising under or relaung to any federal, state
or local law or ordinance mcludmg without linutation Title VII of tae Civil Rights Act of 1964, as smended,
the Ol Rights Act of 1866, as amended, the Equal Pay Act, as amended, the Age Drscnmiration in
FEroloyment Act of 1967 ("ADEA™), 3s amended, the Americans with Disabilines Act ("ADA™), as
amended. the Family And Medical Leave Act ('FMLA"), 8s amended, the Employee Retirersent Incorw
Security Act (“ERISA™), as amended, the Civil Rights Act of 199, as smended, the Rehabilitation Act of
1973, as amended, the Older Workers Benefit Prowetion Act (“OWBPA”"), as amended, the Worker
Adjustment Retratning and Notification Act (“WARN), as amended, the Fer Labor Standards Act
{(“FLSA™), 25 amended, the Occupationat Safety and Heslth Act of 1970 (“OSHA™), as amended, the New
York State ard New York City Human Riphts Lsws, as each is amended, the New York Labor Act as
amended, the New York Equal Pay Law, as amended, the New York Civil Rights Law, as anended, the New
York Rights of Persons With Disabilities Law, as amended, the New York Equal Rights Law, as amended,
and any other wage payment, discrimination or fatrr employment law, statute or regulation, contrac! clauns,
personal iywry and tont claims, benefit claims, retaliation claims, whistieblower claims, and claims for
wotkers compensaton, invasion of privacy, defamation, intentional or neghgent nfliction of emononal
distress, mpury 1o reputatior, pamn and suffering, constructive or wrongtul discharge, wupes, moneiary or
equitsble relief, vacahion pay. &nd scparation and/or severance pay under any separsfion or sevErance pay
plan maintained by Morgan Stanley, any other employee fringe benefits plans, medical plans, or costs,
expenses and attomeys’ fees with espect 1o any of the foregoing. This Agreement 1s not miended (0 release
righ's or claims that may anse after the dats of your exccution hereof including without hmitation any rights
or clams that you may have to secure enforcement of the terms and conditions of tus Agreement, For
puposes of this Agreemen!, “you” shall mclude your hews, executors. adrmunistrators, a}l&nrys,
represenbatives, successors and assigns.
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Morgan Stanfey

Ths Agreement, however, does not waive any nghts you may have been granted under the
Certificate of Incorporstion or Bylaws of Morgan Stanley relating to your actions on behaif uf Morgan
Stanley in the scope of and during the course of your employmert by Morgan Stenley. Nor does anythung in
tus Agreement impar Your rights to vested reirement or pension benefits, if any, dus you by virtue of your
employment by Margan Stanley. Nor shall any elections, notices or benefits for which you are eligible as a
separated employee of Morgan Stanley be impaired by this Agreement.

You understand and agree that in the event you secure re-¢cmployment or new employment with
Morgan Stanley withm three (3) months from the date yowr employroent terminates, you will: (a) 20t receivt
any special severance pavment or any of the other enhanced benefits descrived above if such employment
oceurs prot to the date your enmployment termunates; or (b) 1f such re-employment occurs after the dute your
employment terminates, be roquired ¢ return the gross amount of the special severance payment you
received under paragraph (1) above to the extent the payment exceeds the amount you would kave recerved
as bas¢ salary had you remained continuously employed by Morgan Stanley

You slso agree that in the cowrse of your cmployment with Morgan Stanley you have or 1y
have acquired non-public privileged or confidential information and wade secrets concerming Murgar
S:anley's business, operauons, legal matiers, internal mvestigations, customer and employee information
and lists, hining. staffing and compensation practices, studies and analyses, plans, fundwng, finzncing und
methods of doing business (“Confidertial and Proprictary Information”), and you further aiec that it
would be damaging to Morgan Staniey 1f such Cunfidential and Proprictery Informetion were disclosed to
any competitor of Morgan Stenley or any third party or person. You understand and agree that all
Confidental and Proprietary Information has been divulged to you mn confidence and you agree to not
disclose ot cause or permut to be disclosed dwectly or indirectly any Cornfidential and Froprictery
Informeation to any third party or person and further agree to keep all Confidential and Fropricwry
Irformation secret und confidentis) without limitation n time.  Use of Confidential and Propriclary
Information will stop immediately upon the cessaton of your working at any Morgan Stanley facihty for any
reason. You will not remove Confidential and Proprietary Information from any Morgan Stanley facifity in
cither oniginal, electronic or copied form. You will immediately deliver to Morgan Staniey any Confident:ai
and Proprietary Information in yow possession or coutrol.  You will not at any lime gssert any clam of
ownership or other property interest in any such information. You will permit Morgan Stasley to 1nspect any
material to be removed from Morgan Stanley offices when you cease 1o work at any Morga Stanley facility.
You wiil not disclose drectly or indirecily to any person or entity the contents, m whole or 1 part, of such
informaticn.

You alsa agree that you will not disclose, or cause, of permit 1o be disclosed in any way the terms of
this Agreement or the fact that this Agreernent exists, the facts and circumnstances swroundinp 1ts ¢xevution,
or the facts and cucumstances relating to any dispute or disagreemenit you mzy have, or may believe you
have, with Morgan Stanley with respest 1o your employment at and termunation Morpan-Staricy,
witkout lunitation 1o urne, except that you may disclose such informaticn te your L@mﬁmﬂ to
your iminediate farmly, or for ﬁ‘mf enforcing this Agreemen;, should thet ever be necessary, and
further you may disclose the Dnancial aspects of this Agreement 10 your financial representatives or

accountanis or for the purpose of QUBLHing for 2 Joan provided. that all suck private parties 0 whom
disclosure 1s permutted under this paragraph are informed of the confidental visions of This Ageewgent
ard agree lo be bound thereby.
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Morgan Stanley

Any non-disclosurc provision in this Agreement does not prohibit of 1estrict you or your attoriieys
from responding 10 any inquiry about this Agreement or its underiying fac's and circumstances by the
Secunties and Exchange Commussion, the Mational Assooation of Secunities Dealers, inc. or any vther
scif-regulatory organization

You agree to give prompt notice to Morgan Stanley in writing, addressed to Carol Bernbenn,
Executive Director, Morgan Stanley, 1221 Avenue of the Americas, Law Division, Sth Floot, New York, NY
10020 by facsimule at 212-762-8836, of any subpoena or judicial, administrutive or regulatory inquiry m
proceeding, or lawsuit in which you are required to disclose information relaung to Morgan Starley prior
to such disclosure.

You also agree that you will not defeme or disparage Morgan Stanley or its products or services
11 any medium or © any person or entity without hatation i time. Nothing :n this paregraph s micnded
to lmitt in any way your ability to compete feirly with Morgan Stanley i the future or 10 confer in/
confidence wath your lcgal representatives.

You also agree that, uniess you have prior wntten authonzation from Morgan Stanley, you will
not disclose of allow disclosure of any mfermation sbout Morgan Stanley or its present or former clienty,
or any aspects of your eraployment with Morgan Stanley or of the terminst:on of such employment, of
any reporter, author, producer or siriilar person or entity, or take any other action hkely to result in such
information being made available tc the general public in any form, including, without linutstion, books,
articles or writings of any other kind, as well as film, videotape, audio tape, electronic 'Internet fonmat or
any other medium. You further agree that you will not use or take any action likely to result in the use of
any of Morgan Stanley’s names or any abbreviation thereof in connection with any publication to the
geoeral public in any medium.

In addition, you agiee to cooperate with and assist Murgan Stanley in connection wath any
investigahon, regulatory marer, lawsuit or arbitrahion in which Morgan Stanley is 8 subject, target or party
ad 85 to which you may have pertinent mformaton. You agree to meke yourself fully avajlable for
preparation for hearings, proceedings or_lingation and for attendance at any pre-tnal discovery and trizl
sesstons. Morgan Stanley agrees to make every reasopable effort 1o provide you with reasonable noticd in the
evenl your participation is required. Morgan Stanley agrces o reimburse regsonsbie out-oI-pocket costs
incurtec by you as the direct result of your participation, pmm such out-of-pocket cos's are supported
by appropiiiTe Gocumeniation and have prior authorization of Morgan Stanley. You further agree w perform
all acts and execute any and all documents tha: may be necessary to carry out the provisions of this

paragraph.

You further mgree that you will not voluntanly offer assistance or testimony 1n any action 2gainst
Morgan Stanley brought by any other individual or individuals, unless ordered to do 30 by 2 court, ggency or
reguiatary suthority, and then only afier you have given Ms. Bernheim written notice within two (2) business
days of your receipt of any such subpoena, court order, or agency or regulatory request or order to do so such
that Morgan Stanicy may take whatever action it may decm necessary or appropriaie 10 prevent such
essistance or testimony &nd within two (2) business days provide to Ms. Bemheim by facsimile at 212-762-
8836 or by overnight delivery, a copy of all legal papers and docurnents served upon you, You agree that in
the event you are served with such subpoena, court onder, direchve or other process, you will meet wath Ms
Bembern or her designee i advance of giving such testmony or information. Nothing in this Agreemen!

[ME
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profubits or restncts you fiom testifying in, providing information t9 or assisting in 45 investigulion or
procecding brought by any governmeatal or regulatory body or official, or from testifving, parucipating 1
or otherwise assisting in 8 proceeding relating to an alleged violation of any federal law relanng to fraud
or any rule or regulation of the Securities and Exchange Comrmission or any self-regulatory organization
and the nolice provisions set forth in this paregraph shall not apply 1 connection with any such
1veshgehon or proveeding.

You sgree that all {iles, papers, memoranda, Jeiters, floppy disks, tacsimule, electromic or other
commnrtications and other documents and materialy which you have in your possession or control that were
wntten, authonzed, signed, received or transmutted dunng your employment are and remain the property of
Morgan Stanley and, as such, are not to be removed from Morgan Stanley's offices. In addition, you agree 1o
return mmediately any such documents and materials, mcluding but not hmuted to il copies trteol, and any
Morgan Stanlcy equipment and property including compuicrs, printers, facsymule machines, corporete credst
cards, portable telephones or telcphone and other wireless devices, calling cards that you possess or control
txat that are not in Motgan Stanley's offices

You aiso agree for a period of one hundred &ghwwmmng the terminavion of your

employmsent you will not directly or indurectly, recpuit or golicit any employee »bf Morgan Stanley for
cemployment with any other person or enitty which SiN€sS IR sccunties, conunoditics, financial

futures, mnsurance, tax advanteged nvestments, mutual funds or ary other hne of business in wlih
Morgan Sunley is engaged.

In the event you breach or threaten to breach any of the provisions contained in the confidentality,
non <disclosure, non-disparagernent or non-solizitaton provisions 1n this Agreement, you acknowlcdge that
such breach or threatened breack shall cause ureparable harm to Morgan Staniey, enbthing horgan Stenley.
al its vphion, 10 yeek immediate injunctive 12lief from 2 court of competent jurisdiction, witiout waiver of any
other nghts or remedics from a court of law or cquity.

You acknowledge that this Agreement has been executed voluntanly by you You are urged to and
acknowlcdge that you have had the opportunity to obtamn the advice of any atiorne) or other representative of
your choice, unrelated 3o Morgan Stanley, prior to executing this Agreement. Further, you acxmowledge that
vou have a full understanding of the terms of this Agreement which may not be chaiged or aliered, except by
a writing signed by Morgan Stanley and you

You acknowledge that you have been given at least forty-five (45) davs within which to consider
executing this Agreement, 2nd that you have seven (7) days from. the daie ol your execuion of this
Agreement withm which 10 revoke this Agreement. Your fully executed Agreemen! must be retumed to
Lloyd Levenberg, Humen Resources at 1585 Broadway 3™ Floor, New York, NY 10036 withun the forty-
five (45) day period (January 6, 2003). Any revocation must be in wrniting and be received by the
undersigned by 5 p.m. on or before the scventh day after this Agreement is executed by you. You also
acknowledge that this Agreement will not become effective or enforceable until the rev e
expired {the “Effective Date™). If you exccute the Agreement prior to the end of the fyry-five (45) day
period that Morgan Stanley has proviizd for you lo give it consideration, you agree an ‘ '
the prior execution was a knowing and voluntary waiver of your right to consider this Agrc:mcn for the
ful} forty-five {45) days, and was due 10 your conclusion that you had sufficient timse in which to consider
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and urderstand the Agreement, and n which to review thus Agreement witk vour attumey or other
representative of your choise.

You also acknowledge that at the commencement of the forty-five (45) day penod referenced
above, you were provided with the ages and job classifications of all employees an the decisional unit who
were selected and not selected for this program.

BY SIGNING THIS AGREEMENT AND RELEASE YOU ACKNOWLEDGE
THAT YOU ARE KNOWINGLY AND VOLUNTARILY WAIVING AND RELEASING
ANY AND ALL RIGHTS YOU MAY HAVE AGAINST MORGAN STANLEY UP TO THE
DATE OF YOUR EXECUTION OF THIS AGREEMENT UNDER THE AGE
DISCRIMINATION IN EMPLOYMENT ACT, THE OLDER WORKERS BENEFIT
PROTECTION ACT AND ALL OTHER APPLICABLE DISCRIMINATION LAWS,
STATUTES, ORDINANCES OR REGULATIONS,

This Agreement is thesanture agre 1 between you and Morgan Stanley and.supersedes any and ali
az} und written agreements befween Morgan Stanley and you on the topics covered herain, except that any
prior commitments on your part conc<riing confidental information, trade secrets, copyrights and the Lke

sha!l contnue m cffect in acoordance with their terms. No one shall be¢ bound by anythmg not expressed
herein. This Agreement is intended solely for the purposes stated herein and does not constitute and should
not be construed to be an admission of liability by Morgan Stanley or you. This Agreement shall be tindmg
on both Morgan Stanley and you.
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This Agrecinent shall be interpreted or all purposes consistent with the laws of the State of New
York. if any clause or pordon of any clause of this Agreement showld ever be deiermined to be
uncnforceable, it is agreed that this will not affcct the enforceability of the remainder of such clause of of uny
other clausc or the remainder of this Agreetnent. This Agrrement may not be signed by you prior to your lust

day of employment with Morgan Stanlcy. -
? 13
loyd

Executive Dircctor

Human Resources
AGREED AND ACCEPTED:
Spencer Young
DATE:
STATE OF e }

1ss
COUNTY QF )
On ths dey of , 200_ before me personally came to me known,

and known to @ to be the individual described in, and who executed the foregomg letter and duly
acknowledged to me that he/she executed the same.

NOTARY PUBLIC



Date: December L, 2002
To:  Craig Phillips - Global Head of Securitized Products - Morgan Stanley

(via email and certificd mail @@ 1585 Broadway - 3" Floor, New York, NY 11036)
From: Spencer Young

As vou know, | was nolified that my position had been terminated on November 20. | wanted to
Jet you know that [ valued the opportunity to work for you for the past six ycars and being part of
a team that has been the number one global issuer of CMBS for three years running. T harbor no
ill will, and T certainly will never forget how you went to bat for me two years ago, when you
arranged my transfer to the “Finance™ side of the Sccuritized Products Group (“SPG”). T very
much enjoyed the dinners you hosted at your home, and playing scrambles golfwith you at
Tumberry. While T do not understand the business rationale of terminating a significant
producer, ! do not contest the decision. Instead, I am ready 1o move on with my lile.

I've been asked ta sign a Change of Employment Status and Release Agreement (“Agreement”)
in order 1o receive severance and benefits, and by signing this Agreement all matiers will be
resolved in all respects between Morgan Stanley and me.

Background
Before | can sign the Agreement, though, there are four matters that [ believe require your
attention, and direction:

1. Bonus At the outset of fiscal year 2002, I was promised by Warren Friend that T would
reccive an “‘outsized bonus™ if I were able to land the AXA Financial agribusiness
disposition. Tdelivered with the $519mm disposition of ronghly 1,000 farm loans. It was the
largest transaction of its type, one of the largest fees received by SPG Finance this year,
accordingly, it was frequently featured as one of the key transaction success stories. In
addition, Warren promised me that the conversion of new clients would scrve as a basis for
an increased bonus *to the next level”. Once again, [ delivered by converting Acgon /
Allmerica / AXA F MONY / Nationwide / State Farm / Union Central Life into SPG clients.

2. Conflicting Signals -- In addition, 1 was also recently asked to head up an initiative to
market the full range of SPG products to middle markel banks, working with Francine
Movzer, the SPG Finance Scector Heads and the middle markets sales force. ‘T'his was lo be
rolled out in December, after T was to present this to Stefano Corst for his feedback. Twas
also part of the $1.0 — $1.5 billion HQ transaction team (slated for late February 2003) with
the possible addition of ABN-AMRO and Allmerica collateral totaling $400mm. My
termination came as a total surprisc and accordingly, I have had no time to prepare for the
future, which will make finding a job that much more difficult.

3. Prometion [ was told by Warren Friend that creating a revenue platform of $25mm or
more was the basis for being promoted to Managing Director. The 1Q (“Institutional
Quality”) brand of CMBS is now positioned 1o generate $30mim + in undernwnting fees and
arbitrage gains, and vield $3 billion - $4 billion in league table credit annually. When tax-
effecting this, and applying Morgan Stanley’s current P/E ratio, it has an intrinsic value m
excess of $250mm. As you know, T was the architect of the IQ brand and driving force
behind its creation T even spent much ttme having this serviced marked by the U.S. Patent
& Trademark office - it will be officially registered in January 2003 after the public notice
period runs its course,



4. Fairness — What has happened to me is fundamentally uafair and contrary to the
meritocracy Morgan Stanley has long practiced. Paradoxicatly, 1 was terminated the day
befare launching the $1.0 billion 1Q3 deal, and at a point when [ was formulating the 1Q4
transaction of similar size for March 2003, In addition, because the CMBS group had
alrcady exceeded it's fiscal 2002 budget, | was asked to manage client expectations so that
the 1Q3 deal would price during the fiest week of the new fiscal year — accordingly, my
contribution to eamnings next fiscal year, as well as the future benefits of the 1Q brand are
scheduled to go unrewarded.

Reqguests

I am prepared to move on, but in light of the facts and circumstances noted above, T must request
the following clanfications and changes be made to the Agreement.

e Bonus egual to 150% of my highest previous bonus during my employment at
Morgan Stanley
Designation as Managing Director as of the last day of employment
Severance typically offered to Managing Directors, and in no case less than 26
additional wecks of salary continuation and benefits

» Immediate vesting in all EICP for 1997 through 2001, with no restrictions, and make
wholes for original EICP awards for 1998, 1999, 2000 and 2001

e Rewm of principal invested in the Morgan Stanley Dean Witter Venture Investors
Fund 1V, and KEPER

e Pension, 401 (k) and savings plans continued for length of severance penod with
credits granted as applicable

e Confirmation of ability to stay on as investor in MSREF TV (Domicstic), MSREL IV
{International) and MSREF IV (Gurope) funkds

« Positive written statement about my accomplishments at Morgan Staniey and
departure

Next Steps

Please understand that | don't reject the offer given, or the spirit in which it is offered, and it is
not my intent to hecome adversarial, or to hire an attorney. I'm hoping we can find a way to
accomplish an “honorable discharge” that is fair to all. For me, I'm looking to be fairly
compensated for the unfuffitled promises that were made in the context of the value delivered.

Please let me know when we may be able (o talk about this, or whom on your staff 1 should
speak with. Tcan be reached at 516-365-2488 (home); 917-601-2824 (cell) and
SpencerCYoungiaol.com (email),
Thank vou.

Sincerely,

Spencer C. Young 111
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Article 1 of 114
Hexrd oz the Street

Losing a Job on Wall Street These Days
Ofter Docsa't Mean Losing a Bonus , Too
By Randall Smith

07/19/2000 s
The Wall Street Journal
Page Cl

Copyngm(c)zooo Dow Joncs & Compeny, Inc.)

. Isimwhmyougdthztx,youmstﬂlgctyowbonuonwm
treet.

Consider David Crisanti, who was dismisscd by Credit Suzsac First
Boston in March 1999 amid allcgations that members of his trading

it had atiempted to thic Swedish stock market. The
securitics firm told bim to sbout the $4.25 million bowes he
was promisod for 1998.

But Mr. Crisanti's group ~ known as the "Flaming Ferraris® afler the
name of a cocktail served at one of their London hangouts ~
bad moce than $175 million for the Credit Suisse Group unit
in 1998, mudmgwum&k&mssymold,ﬁhdm
arbitration claim o obtain his bouus anyway.

Now, it Jooks like he'll get part of it. Last month, a New York Stock
Exebmcmhtmﬁonpmclawardodm Crisants $2 millioo

First Boston officials wrre taken sback; the firm has ins
New York state court. "This kind of arbitration award deprives
companics of a very powctful tool for sclf-regulation,” asserts
Richard Thomburgh, a company vice chairman. *1find it
mconocivablcthaiwhmmmdmdmleasﬁmdfwcme,m
arbitrtion paned then awards compensation to that pesson ™

Well, this is Wall Strect, after all, And this is a trend: A samber of
high-Icvel Wall Strocttmdmmmvcstmmtbanlmwohavclost

their jobs aficr alleped have argued successfully in fegal
pmcdmggﬁmmcy still get their (oficn hefty) bonuses.

Wait a minute. Aren't bonuses awarded at the diseretion of
management?

Not eccording to several Wall Steet erbitration panels. The panels
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typically don't offer detailed written decisions, and they don't sct
precedents, the way court cases can. But the decisions show that
bonuses arc "an integral, nondisarctionary element of compensation
on Wall Street,” contends Mr. Crisanti's lawyer, David Wechsler, an
mloymcm specialist at the law firm of Wechsler Bursky & Coben

That's apparently not all. The decisions that socuritics firms
may not usc the dismissal of a trader or employee -- cven whea
the underlying misconduct is incontrovestible — to escape paying a
bonus , some employrent speclalists say. -

Wall Street traders and others may often successfuily pursuca
bonus — despite the circumstances surrounding their departures —
"unlcss the employer makes it very explicit that there is 8 possibility
of not getting any bonus ,” says Jay W. Waks, who headsthe
cmployment ce at the law firm of Kaye, Scholer, Ficrman,
Hays & LLP.

Traders dismissed afler market downtums routinely manage to win
bonuses and other compensation it¢ having suffered losscs on
their own positions, notes Jeffrey c, & partner st the law firm of
Liddle & Robinson, who represents investment bankers and tsders
in pay and employment disputes.

Evea if you view bonuses a< discretionary, he adds, that docsn't
mean they're campletely mndotn or can be determined arbitrarily.

Al least three other arbitration panels in recent aaths have ruled
that terminated Wall Street cmployecs can get some of their
bonuses. The claims involved the of stock derivatives who was
terminated “for cause” and then denicd & bonws by a unit of Barclays
PLC, snd the head trader in global stock derivatives and & marketing
executive at UBS AG, who were both terminatod in i
cutbacks aftcr UBS merged with Swiss Bank Cocp. in 1998

In the First Boston casc, Mr. Crisanti noted in bis claim that his

dismissal - for allegedly failing to supervise traders who dida't

follow Swedish ex: e rules, and for obstructing the subsequent

investigations — wasn't fair because he wasn't able to supervisca

trader who didn't report dircctly to him. What's more, he said, Credit

g;isse First Boston dida't follow its own disciplinary procedures in
process.

And, he asscrtod, the timing of the company’s decision o dismiss
hhanawthmmﬂymoﬁvntocr;rﬂybyﬂnfmﬂmﬂ
occurred just before the day bonuses were to have been paid. First
Bostod’swpcxm:ﬁm,hcsaid.hadalmadydecadodwdumhsmm

: bcforcudi:.clplinmybcm'ingmmrch4,heanegtd.'l_'hctlmc_

_ uadathadbmsusmndodonFcb.Zz_.FhuBomdxdn'tpwwdcn
point-by-point response to the complaiat.

Mr. Crisanti's complaint argucd that bonus payments aren't *totally

discretionary. It is wellkmown that 'bonuses,’ or ycar-cad, lump-som
payments, scc EllESFB epecifically and in the industry in general an

_Istory& DENAME=WSJ01-963964924& IIDAN~J0020100125& binding=251481 & Search=bo 1/22/01
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integral portion of a professional’s total compensation.”

That's also the argument made by Thomas J. Jackson, formerly head
of the clﬁtﬁty-dcrivaﬁvts business at BZW Sccurities Inc. He sought
$2.5 million in damages in April 1998, allcg_i.ng that the Barclays
unit dismissod him “for cause” oaly after fazling to come to terms
with him on a ncw pay package, unfairly depriving him of 2
promised boaus and stock award. :

Mr. Jackson, who had reccived $860,000 in salary and bomus for
1996, t0ld an arbitration panel of the National Association of .
Securitics Dealers that he had been promised & 1997 “retentioy
bonus " of $910,000 in laic 1997 in connection with the scd
sale of the group that included the equity-derivatives he

Howevet, the retention bonus was only paysble at compiction of the
saleoxifm.lacksonwcsﬁﬂunploygﬂythcﬁminhbrm
1998. When BZW indicatod some woeks later that the equity-
derivatives group might not be sold afier all, the complaint s2id, Mr.
Jackson ncgotiations with managoment over terms on which
members of the group might stay.

Butin F 1998, with thosc talks at an impassc, BZW
cxecutives told Mr. Jackson he was being dismissed *for cause.” The
offensc: an incident in October 1997, in which he y aided his
beother in buying the Intemet domain name for ™ Capital.”
transfarcd to Barclays without any compensation to his brothes,
Barclays fired him ~ and toM him he would forfeit any borus for
1997 and an unpaid stock award of xn additional $604,000.

His complaint alicged that using the Web-site incident to dismiss
him was a "bad-faith ruse and * to give the company "an excuse
to deny Jackson substantial ion once the firm detormined
it could not rcach agroement with him*” on terms woder which the
group woold remnin. 1ie said the firm had continued to negotiate
with him for five weeks aficr first leaming of his role in the Web-
sile matter,

e e thas B eospioysait oo0md u:n'wndedtgmdidm
grant his roquest i oyment remove
myindiuﬁonthulhcﬁr:fadﬁmdhimforcamdeidhawud
him damages for alleged defamation on the record, A Barclays
spokesman declined to comment on the specifics of the case.

Neither of the two UBS employees let go after the Swiss Benk

_ megger was terminated for cause, but both filed mbitration claims
gecking to recover bonuscs and other pay. Thomas Halikias, aa
equity-derivatives trader who joined UBS at 8 junior level in 1991,
received bonuscs that ! million in 1994 and 1995, and a
$1.65 million bonus in sccording 10 his arbitration clam.

. But his bonas was cut back sharply 1o $600,000 for 1997 — a year
when the bank’s cquity-derivatives busincsses suffered losses despite

oy DBNAME~WS]01-9639649248 HDAN=J00201001 25&binding—251481&Scarch=bo 12201 _
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rofits in the New York unit whete Mr. Halikias worked. Although
was offered & new in the combined UBS-Swiss Bank.
organization, he considercd the terms -- including & proposed target
bonus of $1.] million for 1998 -- inferior to his past compensation,
refused the new job, and was rcieased as redundant in Mey 1998.

During the arbitration, UBS contended that Mr. Halikias was guilty
of certain misconduct ~ which Mr. Halikias denicd ~ but said that
badn't served 2s a basis for denying him a bonus in any case. Mr.
‘Wechsier, who represents Mr, Halikdac, said he belicves scauities
ﬁm_xsminausipglyclaimingsomcnﬁsconductwbmutssﬂ:cir
position in pay disputes. -

Afier Mx. Haliking won & total of $1.44 million in his arbitrasion
afler secking additional pay for 1997 and 1998, UBS took the -
unusual step of secking to vacate the sward in s New Yok state
court.

In upholding the award, New Yotk Statc Suprcme Court Justice
Carol E. Huff noted that both sides had "stremaously di beforc
tbcubittuorsbo_ththchwmdthcfaasuw bonrws a1

issuc was discretionary.” While Justicc Huff dida't take a position on
the case, she gaid she didn't find any cmors scrious enough to
wamant overturning the sward.

. The other UBS cmployee dismizscd after the mncrger, Cherles

Schwu&,hnmomhwmnmﬂﬁoninmpddbnnélmowy,plm
fcgal fees. Sure, that amount was {ar kess than the $10 million he had
sought in an arbitration filed in December 1998.

But, says Mr. Wochsler: “Various promises were made ¢o him in
terms of compensating him for cectain highly peofitable deals he

brought to the firm "

Istory&DBNAME=WSJ01-963964924 £ HHDAN=J0020100125& binding=25148 1& Scarch=bo 1/22/0]



SKLOVER & ASSOCIATES, LLC
ATTORMNEYS AND COUNSELORN AT LN
TEN ROCHEFELLER NLAZA
NEW YORK, NY 100220

(212 757-5000

MAlLT CXEC. AW ADL.COM COUNEBEL, SESOTIATION, LITIGA" QR
W b XE U TIVEL AW, COM LACCUTIVEL AWX AND STAATEGY (HETITHTFE
W LED (212 7S Y-5002 PRACTICE LIMITED 10 EXLUUTIVE EMPFLOYMES T

Julv [, 2003

BY HAND DELIVERY

National Association of Securities Dealers, Inc.
spute Resolution  Northeast Region

One Liberty Plaza, 27" Floor

165 Broadway

New York, NY 100306

Re: Matter of Arbitration of Mr. Spencer (. Young I v. Morgan Stagley

Pycar SirfMadam:

Plecasc find enclosed this day five copies of our cliemt Mr. Spencer C. Young 1I's
Statement of Claim in regard 1o the above-referenced matter. We huve provided a capy tor your
office, 2 copy for the Respondent, as well as copies for each of the arbitrators.  Also
accompanying the Statement of Claim arc the Uniform  Submission  Agrecment, Claim
Information Sheet and a check in the amount of $3,700.00 covering related submission fees.

If any additional information is required on our part regarding our submission, please do
not hesitate to contact us,

Very trudy yours,
Sklover & Associates, LL1.C

A ANz

By ~ _
Adum G, Kuriz

AGK/ma

¥ 1
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SKLOVER & ASSOCIATES, LLC

ATTORNEYS AND CUOUNSELORS AT LAW

TEN ROCKEFELLER PLAZA
NEW YORK, NY 10020
ey ST -5000

COURSEL, UGOTIATION, L ITHCATION

EXFCUTIVELAWH AND ' HATLGY INLITU L

TELSY ST RO FRACSTICE LML 0 TO EXECUTINE FMPL OYWEST

July 1, 26003

BY HAND DELIVERY | _ G
National Association of Securitics Dealers, Inc, - el

Bispute Resolution - Northeast Region S re
One Liberty Plaza, 27° Floor ‘ = m 4
165 Broadway o /
New York, NY 100006 S
Ny
Re- Matter of Arbitration of Mr. Spencer C. Young 1 v, Morgan Stanley

Dear Sie'Madany:

Please stamp proof of receipt of the attached copy for our office records. Please prini,
sign and date below o further indicate that your offices have recetved all necessary capics
regarding the above-referenced matter.

Very truly vours,
Sklover & Associates, LLOC

L A AlGAT

Adam G. Kurls

Signature
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CLAIM INFORMATION SHEET

L PARTIES

CLAIANT(S): (Provide this informalion even if you are sepresented by counsdl)

Mr, Spencer ¢, Young,lIT
Hamea

14 Eakins Road

Address
Manhassot MY 11030
City State Zip Code
516)365%-2488 {516)365-4110 apencorcyoungfaol, com
Daytime Telepione Fox # E-nail Addicss

Retidence during the time of the dispute (if different from atrove):

Hacma

Mhdiress

City Stale Zp Code
Claimant is a:

B Public custamer O  Brokerfdealer 5 Poson associated with a broberfdealer
apw CRD & 2265337

Claimant’s Counsel/Representative (if applicable): (Note: NASD Dispute Resolution requices that

porsons representiog Florida investlors in arbitration proceedings conducied in of outside of the State of Florida
afirm cither 1hat they are koensed to praclice law and provide a bar identification number, or hial thery are nol
recciving compensation in connection with representing the party in the adbitration proceeding )

Alan ., Sklover, Esr., 1841915
Hamwe Bar 1D # (K applicable)

10 Rockefeller IMlaza Suite 816

Address -
Hew York HY 10¢20

City State Zip Code
(212)Y757-5000 (P12Y757-5007 _ —
Business Telephone TFax # L-mail Addiess

If needed, copy this page lo Ii_st_additional Claimants.

13




CLAIM INFORMATION SHEET

RESPONDENT(S)

Respondent #1:

Morgan Stanley

Name

1221 Avenue of the Americas Sth _Floor

Address

New York MY 10020

City State Zip Code
(212)Y762-5588 {(2121762-5530

Business Telephone Fax E-mail Address

Respondent #1 is a:
3 Public customer 1  Broker/dealer
BD #

& Person associated with a broker/dealer
CRD¥ 8209

Respondent #2:

Name

Address

Cily State Zip Code
Business Telephone Fax # E-mail Address

Respondent #2 is a :
) Public customer W) Brokeridealer
BD #

‘1 Person associated with a brokerfdealer
CRD #

H needed. copy this page to list additional Respondents.



CLAIM INFORMATION SHEET

L CLAIMS

Accounts: I the dispute or claim involves activity wilh respect 1o an account or accounts, please list cad
aceount and indicale the type ol account it is (e.g., joint account, custodial account, eic.)

jJ

Narne (exactly as it appears on the account) Type of Account
Name of Firmn and Branch Office Date Account Opened
Name ol Registered Represcntative Account Number

2.

Name (exaclly as it appuzes on the account} Type of Accourt
Name of Firm and Branch Office Nate Account Opened
Name of Registered Representative Account Number

3.

Name (exaclly as it appears on the account) Type of Account
Name of Firm and Branch Office Date Account Opencd
Name of Registered Representative Account Number

If needed, copy tLhis page.



CLAIM INFORMATION SHEET

Type of Dispule: (Check where applicable)

a. Account Related
Breach of Contract Collection Dividends ]
Errors/Charges Exchanges Failure td“Supervise -----
Margin Calls Negligence Transler T
Other
b. Executions
Execution Price Failure to Cxecute Incorroct Quantity
Limit Versus Market Order Other
<. Account Activity
Breach of Fiduciary Duty Churning Manipulations
] MisrepresentationsyNon-Disclosures Omission of Facts _ Suitabiity |
Unauthorized Trading Other 1
d. Empioymgnt
¥ | Breach of Contract Commissions ¥ | Compensation
Discrimination Age Discrimination Disability Discrimination Gender
| Discrimination National Origin Discrimination Race Discrimination Religion
Discrimination Sexual Preference Partaerships Promissory Notes
Sexual Harassment Training Contracts Wrongful Termination
X | Other N Libe! or Slander on Form U-S X | Libel or Slander R
e, Trading Dispuie
Buy-in DKs Maniputation
Markups Scll Quts ] _i Stock Loan
Transfers Others 1
L. Qther
Ciearing Dispute X | Delamation Indemnification
Raiding Dispules Undenariting X | Other

Annuities

Common Stock

Certificates of Deposit

Commodities Futures

Corporale Bonds

“Fannie Maesg”

“Freddie Macs”

“Ginnic Maes"

Governmeni Securitics

Limited Partnerships

Mutual Funds

Municipal Bonds

Municipal Bond Funds Options Preferred Stock
Repurchase Agreements Real Estate [nvestmen! Trusts Reverse Repurchase Agreements |
Sl;(_.k Index Futures Warrants/Righls Other Types of Securilies




CLAIM INFORMATION SHEET

I-h

RELIEF REQUESTED

Damages

Actual Damages Requested ¢ 9.98 Milliong
{monelary sum reguired to compensate a party for his of her loss) to be

Punitive Damages Reguested de te_rm 1 n?d

2.

(monctary amount intended 10 punish the wrongdoer)
« AMOUNT INDISPUTE: 2.98 Milliong,

* Use this amound to calculate the cocrect filing fee
and hearing session deposit i Part IV This amount
must match the amount stated in your claim,

Interest to be
{include calcitations, if possible) determined

Other Type of Relief Requested

Spedfic Performance (Specify the type of specific pedormance sought)
{specific performance requires parties to Lake an action, such as hwning over ownership of stocks)

See Statement of Claim

Injunclive Relict (Specily the type of injunctive relief sought)
{injunclions require parties to refrain from cortain actions)

See Statement of Claim

Costs_
(Provide specific amounts, if known. If not known, please mark an "X to indicate the cosls you are
requesting)

X
Forum Fces
X
Altorney's Fees
X
Wilness and Production Fees

X
QOther Case-Related Cosls




CLAIM INFORMATION SHEET

IV. FEES Customer or Associated Person Claimant

TO DETERMINE THE CORRECT FEES USE THE “AMOUNT IN DISPUTE"” FIGURE ON LINE 3, PAGE 17

it you are a CUSTOMER OR ASSOCIATED PERSON CLAIMANT use this lable (NASD Rule 10332) to
dotermine the filing fee and hearing session deposit that MUST accompany a Statement of Claim when il
is fled with NASD Dispute Resolution. If your claim does NOT disclose or specify a money claim, the
non-refundable filing fee is $250 and the hearing session deposit is $1000.

Find the amount of your dispute on the chart, then find the applicable claim filing fee and hearing scssion
doeposit.

Customer or Associated Person Claimant

Deposit for Hearing Session Deposit
Amount in Dispute Cases lo be
{Exclusive of Interest Decided onthe  One Three
and Expenses) Claim Filing Fee Paper Record Arbitrator’ Arbitrators?
$.01-%1,000 $25 325 $25 NA
$1,000.061-%2,500 825 $50 §50 NA
$2,500.01-35,000 $50 $125 $125 MNA
$5,000.01-510,000 $75 $250 $250 NA
$10.000.01-525,000 $125 $300 5450 NA
$25,000.01-530,000 $150 NA $450 $600
$30,000.01-$50,000 $175 NA $450 $600
$50.000.01-%$100,000 $225 NA $450° 8750
$100,000.01-$500,000 $300 NA $450° §1,128
$500,000.01-$1,000,000 $375 NA $4500 $1,200
$1,000,000.01-$3,000,000 $500 NA $450' $1,200
$3,000,000.01-35,000,000 $600 NA $450° $1,200
$5,000.000 01-$10,000,000 $600 NA $450° $1,200
Over $10,000,000 $600 NA $450° 31,200

' The dispute is resolved by one arbitralor per hearing session, including prehearing conferences.
* The dispute is resolved by three arbitrators per hearing session.
* Fee applies only to prehearing conferences with a single arbitrator.

Once you have determined the correct filing fee and hearing session deposit, submit the lotal with your
Siatement of Claim. For example, if you are a customer or associated person claimant and the amount of
your claim is $40,000, the claim filing fec is $175 and the hearing session deposit is $600. Therefore, you
should send one check payable to NASD Dispute Resolution, Inc. in the amount of $775. Mail it with your

Chatnmant f Maim Clairn Infermabinn Qhant and nranarhs nvecitad Qobmiccian Anrnnmannte



CLAIM INFORMATION SHEET

Member Claimant

TO DETERMINE THE CORRECT FEES USE THE “AMOUNT IN DMSPUTE" FIGURE ON LINE 3, PAGE 17

If you arc a MEMBER CLAIMANT use this table (NASD Rules 10332 or 10205) to determine the fiting fee and
heanng session deposit thal MUST accompany a Statement of Ciaim when it is filed with NASD Dispute
Resolution. If your claim does NOT disclose or specify a money claim, the non-refundable filing fee is 3500 and
the hearing session deposit is $1000.

Find the amount of your dispute on the chart, then find the applicable cluim filing fee and hearing session
deposit.

Member Claimant

Deposit for Hearing Session Deposit
Amount in Dispute Cases to be
(Exclusive of interest Decided onthe One Three
and Expenses) Claim Filing Fee Paper Record Arbitrator! Arbitrators?
$.01-31.000 $200 £25 525 NA
$1.000.01-52,500 $300 350 350 NA
$2,500.01-85.000 $400 $125 $125 NA
$5.000.01-$10,000 $500 $250 5250 NA
$10.000.01-$25,000 $750 $300 $450 NA
$25,000.01-$30.000 $1.000 NA $450 3600
$30.000.01-%50,000 $1.000 NA $450 %600
$50,000.01-5100,000 $1.000 NA 450 3750
%100.000.01-5500,000 $1,000 NA 3450° $1125
$500.000.01-51,000,000 $1,250 NA $450° $1.200
$1,000,000.01-$5,000,000 $2.000 NA $450° $1.200
$5,000,000.01-$10,000,000 $2,500 NA 8450° $1.200
Over 510,000,060 $5.000 NA, s450° $1.200

' The dispute is resolved by one arbitrator per hearing session. including prehearing conferences.
: The dispute is resolved by three arbitrators per hearing session.
' Fee applics only to prehearing conferences with a single arbitrator.

Once you have determined the correct filing fec and hoaring session deposit, submil the total with your
Statement of Claim. For example, if you are a member claimant and the amount of your claim is $40,000.
the claim filing fee is $1000 and the hearing session deposit is $600. Therefore, you shoutd send onc check

payable to NASD Dispute Resolution, Inc. in the amount of $1600. Mail it with your Slatement of Claim,
Claim Infarmatinn Shant and nennery oxecnted Soubmiscinn Asrramants



CLAIM INFORMATION SHEET

Member Surcharge & Process Fees:

NASD Rule 10333 requires NASD member firms to
pay a non-refundable surcharge and non-refundable
process fees if the member firm or person associat-
ed with the member firm is a claimant or respondent
in an arbitration at this forum. NASD Dispute
Resolution will send invoices to member firms at

appropriate stages of the arbitration process.

v HEARING INFORMATION
1. For claims of $25.000 or less under NASD Rules 10203 (simplified industry) and 10302 (simplificd
customerfinvestor): {check one)
[_] !am requesting a hearing in this matter

I:I | am not requesting a hearing in this matter

2. For claims between $25,000 and §50,000 under NASD Rule 10308, | am requesling. (check one)
[] One arbitrator

XY Three arbitrators



NASD Dispute Resolution Arbitration
UNIFORM SUBMISSION AGREEMENT

Claimant(s)
in the Matter of the Arbitration Between

Name(s) of Claimant(s)

Mr. Spencer C, ¥oung,II1l .

and

Name(s) of Respondent(s)

Morgan Stanley

1. The undersigned parties hereby submit the present maller in controversy, as set forth in the attached statement of
chaim, answers, and all related counterclaims andfor third-party claims which may be assericd, to arbitsation in accor-
dance with the Conslitution, By-Laws, Rules, Regulations, andfor Code of Arbitration Procedure of the sponsoring
organizatiorn.

2. The undersigned parlies hereby state that they have read the procedures and rides of the sponsoring organization
relating lo arbitration.

3. The undersigned parties agree that in the event a hearing Is necessary, such hearing shall be held at a time and plac
as may be designated by the Direclor of Arbitration or the arbitrator(s). The undersigned parlies further agree and
understand that the arbitration will be conducted in accordance with the Constitution, By-Laws, Rules, Regulations,
and/or Code of Arbitration Procedure of the sponsoring organization.

4. The undersigned parties further agroe {0 abide by and perform any award(s) rendered pursuant {o this Submission
Agreement and furiher agree that a judgment and any interes! due thereon, may be enlered upen such award(s) and,
for these parposes, the undersigned parties hereby volunlarily consent 1o submit to the jurisdiction of any court of
competent jurisdiction which may property enter such judgment.

5. The parties hereto have signed and acknowledged the foregoing Submission Agreement.

July 1, 2003
Date

Claimant Name {please print)

Claimant's Signalure Date

If needed, copy this page.
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NASD Arbitration
UNIFORM SUBMISSION AGREEMENT

Respondent(s}

In the Matter of the Arbitration Between

Name{s) of Claimant(s)

and

Name(s) of Respondent(s)

1. The undersigned parties hereby submit the present matter in controversy, as set forth in the attached statement
of claim, answers, and alt related counterciaims and/or third-party claims which may be asserted, to arbitration in
accordance with the Constitution, By-Laws, Ruies, Regulations, and/or Code of Arbitration Procedure of the
sponsoring organization.

2. The undersigned parties hereby state that they have read the procedures and rules of the sponsoring organization
relating to arbitration.

3. The undersigned parties agree that in the event a hearing is necessary, such hearing shali be held at a time and
place as may be designated by the Director of Arbitration or the arbitrator{s}. The undersigned parties further agree
and understand that the arbitration will be conducted in accordance with the Constitution, By -Laws, Rules,
Regulations, andfor Code of Arbitration Procedure of the sponsoring organization.

4, The undersigned parties further agree to abide by and perform any award(s) rendered pursuant to this Submission
Agreement and further agree that a judgment and any interest due thereon, may be entered upon such award(s)
and, for these purposes, the undersigned partics hereby voluntarily consent to submit to the jurisdiction of any
court of competent jurisdiction which may properly enter such judgment.

5. The parties hereto have signed and acknowledged the foregoing Submission Agreement,

Respondent Name (please print)

Respondent’s Signature Date

Respondent Name (please print)

Respondent’s Signature Date
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