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Plaintiffs Joanne Augst-Johnson, Nancy Reeves, Debra Shaw, Jan Tyler, Cheryl
Giustiniano, Laurie Blackburn, Erna Tarantino, and Elizabeth Reinke (the “Named Plaintiffs” or
“Class Representatives”), on behalf of the putative settlement class, respectfully request that this
Court grant the parties’ Joint Motion for Preliminary Approval of their Class Action Settlement
Agreement, which will provide class members with substantial programmatic and monetary relief.
Under all applicable standards, the proposed settlement is fair, adequate, and reasonable. It is the
product of extensive bargaining by both sides over more than two years, and it reflects a milestone
achievement in this field that is expected to have an impact not just at Morgan Stanley but
throughout a financial services industry that has been troubled by historic gender inequity.

L INTRODUCTION

The Plaintiffs have obtained through arduous negotiations an outstanding result for the
Settlement Class that will considerably expand opportunities for women Financial Advisors and
Registered Financial Advisor Trainees at Morgan Stanley. The Plaintiffs have alleged in their
Amended Complaint that Morgan Stanley has discriminated against them as a class on the basis of
sex in various aspects of their employment described below. The parties have agreed that the
settlement will constitute a full and complete adjudication of the rights of Named Plaintiffs and
Class Members as set forth in the Settlement Agreement. The settlement is exceedingly fair,
adequate, and reasonable, and therefore warrants the Court’s approval.
1L HISTORY OF THE CASE

The financial brokerage industry has long struggled with gender equity for female brokers.
In April of 2004, the National Council of Women’s Organizations and the law firm of Mehri &
Skalet, PLLC launched the Women on Wall Street Project to investigate claims of gender
discrimination in the financial services industry. (Declaration of Cyrus Mehri (hereinafter “Mehri

Decl.”), 9 3).
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This case began in early 2005, after Joanne Augst-Johnson contacted Mehri & Skalet
regarding her experiences at Morgan Stanley. Soon thereafter, Mehri & Skalet enlisted the
assistance of Sprenger + Lang, PLLC, which successfully prosecuted a similar gender
discrimination case against American Express Financial Advisors, Inc. (Mehri Decl., ] 4-5;
Declaration of Steven M. Sprenger, (hereinafter “Sprenger Decl.”), 4, 8, 12). At the same time, a
third firm, Moody & Warner, P.C., had been investigating the claims of Nancy Reeves, Debra Shaw
and Jan Tyler. Eventually the three firms joined forces, and over more than two years, they
collectively conducted interviews of more than 200 women employed in Morgan Stanley’s retail
brokerage business. (Mehri Decl, 9 5, 10; Sprenger Decl., § 10). These women worked in over
35 states, including all regions of the country. (Mehri Decl., § 12). In the course of the
investigation, other courageous women stepped forward to join in the prosecution of these claims:
Cheryl Giustiniano, Laurie Blackburn, Erna Tarantino and Elizabeth Reinke. Each of them came
forward to help bring about change at Morgan Stanley and to create change in an industry that has
been reluctant to afford equal opportunities to female brokers.

The claims in this case, set forth in detail in the Amended Complaint, allege that Morgan
Stanley discriminated against women Financial Advisors and Registered Financial Advisor Trainees
with respect to distributions and transfers of accounts, work assignments, compensation, career
advancement opportunities, termination, and other terms and conditions of employment.

For more than two years, the parties have engaged in exhaustive and continuous negotiations
that included the exchange of information similar to discovery that would have occurred during
formal class discovery prior to a class certification motion and trial before this Court. (Mehri Decl.,
99 13-14; Sprenger Decl., § 10). An examination of the information exchanged, including analyses
conducted by recognized statistical experts of company-wide computer data concerning account
distributions and compensation for women versus men during the potential liability period, enabled

2
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the parties to fully assess their respective litigation positions. Morgan Stanley representatives also
provided detailed information on company practices. The Named Plaintiffs provided valuable
insights and contributions, particularly with respect to the topics addressed in the programmatic
relief.  Extensive, rigorous, arms-length negotiation sessions, including over 15 in-person
negotiations held in New York, Philadelphia and Washington, DC, and numerous telephone
conferences, accompanied the parties’ exchange of information. (Mehri Decl., § 13). In light of the
complexities of the issues and the intensity of the negotiations, the parties concluded that it would
be useful for an outside mediator to facilitate the negotiations. Midway through the process, the
parties engaged Hunter H. Hughes, Esq. of Rogers & Hardin, LLP, a skilled mediator and nationally
recognized leading authority in the field of employment class action dispute resolution. (/d.;
Sprenger Decl., § 10). Mr. Hughes brought his invaluable skills to help the parties overcome
numerous challenges to reaching an agreement.

To their credit, the parties devoted their energies to problem-solving with thoughtful
negotiations rather than distracting and divisive litigation. (Mehri Decl., § 14). The achievement of
this settlement occurred far earlier due to the proactive approach of Plaintiffs and company
management rather than contentious and protracted litigation that could go on for years, or even
decades, as occurred in one celebrated case in this District, Hartman v. Duffey, Civ. No. 77-2019,
which took 27 years to resolve.

These intensive mediation efforts culminated in a Settlement Agreement (“Settlement”) on

April 23, 2007. The parties now seek approval of this Settlement, including class certification and

the issuance of class notice, pursuant to Rule 23(e).!

! The Court is also being asked to enter proposed Administrative Order No. 1 (attached to the

Settlement Agreement as Exhibit D), which establishes the mechanism through which the
Settlement Fund will be disbursed, consistent with applicable provisions of the Internal Revenue
Code and the Settlement.
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1. SUMMARY OF THE SETTLEMENT TERMS

If approved, the Settlement will provide exceptional, wide-ranging injunctive relief. These
injunctive relief measures, summarized below, address employment issues that would have been
litigated in this case. While triggered by claims of gender discrimination, many of these measures
will also benefit all Financial Advisors and Registered Financial Advisor Trainees by promoting
fairness, consistency and objectivity in Morgan Stanley’s employment practices. In addition, the
Settlement provides outstanding monetary relief for Class Members. The overall value of the
Settlement is in excess of $70 million. Moreover, the Settlement is a milestone achievement
because it will set a standard for other companies in the financial services industry in their efforts to
achieve equal opportunity and gender equity in the workplace.

A. General Terms

The Settlement Class includes all Named Plaintiffs in the action and all women who were
employed by Morgan Stanley as Financial Advisors or Registered Financial Advisor Trainees at any
time between August 5, 2003, and the date of preliminary approval of the Settlement (Settlement
Agreement § I11.D.1). All Class Members who receive a monetary award under the Settlement will
expressly release all sex discrimination claims that arise out of the allegations giving rise to this
lawsuit (Id., § V.A). Class Members may opt out of the monetary portion of the Settlement by
filing an opt-out statement with the Court within the prescribed period (/d., § IV.C.5).

The term for the programmatic provisions of the Settlement is five (5) years (Id., § IIL.B).2
During the five-year term, Morgan Stanley will regularly report to Class Counsel about Morgan
Stanley’s compliance with Settlement obligations through a Diversity Monitor hired pursuant to the
Settlement Agreement (/d., § VILF.1 and § IX.C). The company will institute a state-of-the-art

monitoring program developed with input from jointly appointed expert Industrial Psychologists
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(/d, § VILF.2 and § IX B). If Morgan Stanley fails to carry out any of its obligations, Class
Counsel may bring an enforcement action following attempted voluntary resolution of the dispute.
Any such enforcement action would be brought before an arbitration panel and subject to binding
arbitration and Court oversight (/d., § X).

From both a programmatic relief and monetary relief perspective, the Settlement compares
favorably with the Consent Decree approved by Judge Kennedy in Kosen, et al. v. American
Express Financial Advisors Inc., the most analogous case in this District. (Sprenger Decl., § 12).

B. Programmatic Relief.

The programmatic relief agreed to in the Settlement consists of changes in company policies
and practices that plaintiffs alleged were the source of the sex discrimination that they and other
women experienced. The Settlement provides that Morgan Stanley shall, among other things:

1. Revise the calculations used to allocate accounts and other business
opportunities, known as “Power Rankings,” to ensure equitable and fair
account distribution without regard to gender. The methodology for
calculating a Financial Advisor’s Power Ranking will be disclosed to each
Financial Advisor, with an explanation of each factor and how each factor is
weighted (Settlement Agreement, § VIL.C.1-2);

2. Implement account distribution policies to ensure equitable distribution of the
accounts of departing Financial Advisors, retiring Financial Advisors,
departing Financial Advisor partners, and leads, call-ins and walk-ins. The
new policies will be disseminated via e-mail by senior management to all
field employees and will be posted on Morgan Stanley’s intranet site.
Morgan Stanley will also train all managers on the account distribution
policies (/d., § VIL.C.3.a)

3. Computer-automate the account distribution process (/d., § VIL.C.3.d);

4. Require that the accounts held by (a) a retiring Financial Advisor, (b) a
departing partner in a Financial Advisor partnership, or (c) a manager
transferred to a non-producing manager position will be distributed through
the Power Ranking account distribution process described above unless a
Joint Production Agreement has been in effect for twenty-four (24) months or
longer (/d., § VIL.C.4-5);

2 The settlement term may be extended only as provided in the Settlement Agreement or by

order of the Court if warranted under applicable law.
5
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5. Implement a “Financial Advisor of the Day” Program to disseminate leads,
call-ins and walk-ins in each branch office equitably and without regard to
gender (/d., § VIL.C.6),

6. Implement a Branch Management Mobility project which includes posting all
branch management positions on Morgan Stanley’s Internal Job Bank for a
minimum of 5 business days. The positions to be posted include: Branch
Manager; FA in Charge; Sales Manager; and Assistant Branch Manager (/d.,
§ VILB);

7. Develop and implement a comprehensive management assessment and
development program to provide candidates a path to assessment and
selection as branch managers (1d.);

8. Provide all management-level field personnel with diversity training no less
than every other year. Branch Manager compensation will also have a
diversity component designed to measure and reward efforts at recruiting,
training, and retaining women Financial Advisors (1d.);

9. Appoint two noted outside Industrial Psychologists who will be a resource to
develop innovative, meaningful, novel, state-of-the-art ideas for programs to:

a. Develop workplace initiatives designed to attract and retain women to
Morgan Stanley and to enhance their success;

b. Develop programs and make recommendations to increase
participation of women in the distribution of retiring Financial
Advisors’ accounts;

C. Develop programs and make recommendations to increase
participation of women in Financial Advisor partnerships;

d. Develop policies and practices regarding training, development and
mentoring that will enhance opportunities for women Financial
Advisors and Financial Advisor Trainees;

e. Review the operation of the revised Power Ranking calculations and
account distribution process and provide the Diversity Monitor with
findings of any deviations from the account distribution policy.

(Id., § VILF.2)
10.  Appoint a Diversity Monitor whose tasks will be to:
a. Review account distribution data, exception reports and complaints,
and inform Morgan Stanley and Lead Class Counsel of any potential

non-compliance found;
6
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b. Review monthly reports regarding complaints from women Financial
Advisors and Financial Advisor Trainees alleging gender
discrimination or inequality and the resolution of such complaints
through Morgan Stanley’s CARE program or otherwise;

C. Monitor bi-annual training of management on EEO policies and
policies against discrimination and retaliation and ensure

implementation of the training agreed to;

d. Review Human Resources’ investigations and resolutions of inquiries
and complaints from Financial Advisors;

e. Provide reports to Class Counsel at least twice per year regarding all
items monitored, including the analysis of account distributions;

f Maintain records for the five-year term of the settlement.

g Review Human Resources training on best practices for complaint
investigation and resolution, including training regarding compliance
with state, federal, and local EEO laws; Morgan Stanley’s anti-
discrimination and harassment policies; and compliance with the
proposed settlement agreement;

h. Collect and maintain data regarding (a) compensation of Financial
Advisors, (b) account distribution, (¢) partnerships between active
Financial Advisors or an active Financial Advisor and a retiring
Financial Advisor, (d) any other data agreed upon by the parties; and

1. Meet with Class Counsel at least once per year regarding compliance
with the policies and procedures set forth in the Settlement
Agreement.

(Id., § VILF.1)

Class Counsel will monitor Morgan Stanley’s compliance with its commitments, based on
reports and information that the Diversity Monitor is required to provide to Class Counsel on a
semi-annual basis (/d., § IX.A). Further, a monitoring system developed by the jointly appointed
Industrial Psychologists will ensure that the far reaching policies are carried out as intended (/d., §
IX.B).

The parties estimate that, in addition to the monetary relief, Morgan Stanley will spend

approximately $7.5 million on the programmatic relief measures required by the Settlement
7
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Agreement described above. Furthermore, the parties estimate that, as a result of the actions to be
taken by Morgan Stanley pursuant to the Settlement, the earnings of women Financial Advisors and
Registered Financial Advisor Trainees will increase by at least $16 million over the five-year term
of the Settlement (Mehri Decl. ] 26).

C. Monetary Relief for Named Plaintiffs and Class Members.

The Fund will be established by Morgan Stanley’s initial electronic transfer of $46 million
within 10 days after preliminary approval into an account to be established in the name of MS-
GWMG Financial Advisor Sex Discrimination Settlement Fund (Settlement Agreement, § VIIL.A).
The initial principal is expected to generate over $1 million in interest prior to Class Member
distributions (/d., § 22). Morgan Stanley will also pay the employer’s share of payroll taxes due on
Class Member distributions. (Settlement Agreement, § VIILF.2). Ultimately, the Settlement Fund,
inclusive of interest and the employer’s share of payroll taxes, is likely to approach $50 million.
Together with the estimated monetary value of the programmatic relief, the overall value of the
Settlement is in excess of $70 million (Mehri Decl., 9 22, 26). The Settlement Fund will be used
to pay the claims of Class Members (including the Named Plaintiffs); attorneys’ fees and litigation
expenses; and costs to administer the claims process and to monitor and enforce the Settlement (/d.,
§ VIILA).

The allocation of awards from the Claims Portion to Class Members, including the Named
Plaintiffs, shall be based on an allocation formula that includes an Earnings Regression component
and a Claim Form Survey component, each of which shall be weighted equally in calculating a
Class Member’s monetary award (/d., § VIIL.D.1-2). The Earnings Regression component, which
will be developed by Plaintiffs’ labor economist and statistician, will consist of a mathematical
calculation that accounts for both the claimant’s length of tenure at Morgan Stanley and the
disparity between the claimant’s earnings during the liability period and those of male peers (/d., §

8
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VIIL.D.1). The Claim Form Survey component, which will be administered by a Special Master,
will be based on a formula that takes into consideration individual evidence of sex discrimination,
individual evidence of compensatory damages, individual contributions to the litigation, and the
release of claims asserted in administrative charges that exceed the scope of the Class claims (/d., §
VIIL.D.2). No awards will be paid prior to final approval of the Settlement. (/d., § VIILD.3.d). The
Special Master will recommend a plan of allocation based on the Earnings Regression calculations
and consideration of the Claim Forms and information provided by Class Counsel, and will submit
final awards to the Court for approval (/d., § VIIL.D.3.a-c).

V. THE COURT SHOULD APPROVE THE PROPOSED SETTLEMENT CLASS

The Court should grant preliminary approval, and ultimately final approval, to the proposed
Settlement under the standards developed pursuant to Rule 23 of the Federal Rules of Civil
Procedure.” Rule 23 applies to the settlement of any case raising class allegations, even prior to
class certification. See 3B Moore’s Federal Practice §23.80[2-1]. Approval of a class action
settlement generally involves a four step procedure: (1) preliminary approval, (2) notice to class
members, (3) a fairness hearing, and (4) final approval. See Fed. R. Civ. P. 23(e).

In considering whether to grant a motion for preliminary approval of a proposed settlement
agreement, the Court utilizes a “threshold inquiry” standard intended merely to reveal conspicuous
defects. Unless the Court’s initial examination “discloses[s] grounds to doubt its fairness or other
obvious deficiencies,” the Court should order that notice of a formal fairness hearing be given to
Class Members under Rule 23(e). Manual for Complex Litigation (Third) Section 30.41 (1995).

The proposed Settlement defines the Class as:

3 In the event that the Settlement is not given final approval, defendant reserves all defenses to

class certification.
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