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PSI-FederalReserve-01-000004-028 (Printed as Exhibit 56a) 1417
PSI-FederalReserve-01-000481-536 2792
PSI-FederalReserve-01-000553-558 (Printed as Exhibit 56b) 1442
PSI-FederalReserve-01-000561-567 (Printed as Exhibit 70a) 1548
PSI-FederalReserve-02-000012-033 (Printed as Exhibit 70b) 1555
PSI-FERC-02-000009-010 (Printed as Exhibit 76) 1605
PSI-FERC-02-000042 (Printed as Exhibit 77) 1607
PSI-FERC-02-000067 (Printed as Exhibit 78) 1608
PSI-FERC-02-000113-182 [Sealed Exhibit] *
PSI-FRB-11-000001-002 (Printed as Exhibit 57) 1448
PSI-FRB-16-000001 (Printed as Exhibit 81) 1641
PSI-FRB-19-000012-017 2802
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REPORT DOCUMENT LOCATOR LIST

WALL STREET BANK INVOLVEMENT WITH PHYSICAL COMMODITIES

Bates Numbcr or Document Description Page Number
PSI-FRB-19-000018-023 2808
PSI-FRB-19-000027-030 2814
PSI-FRB-20-000001-005 2818
PSI-FRB-20-000006-011 2823
PSI-FRB-20-000012-014 2829
PSI-FRB-21-000001-002 {Sealed Exhibit] *
PSI-Glenmore-01-000001-003 2832
PSI-Goldman-10-000002 2835
PSI-Goldman-11-000001-011 2836
PSI-GoldmanSachs-06-000001-021 (Attachment, "

GSPSICOMMODS00000018-025) [Sealed Exhibit]
PSI-GoldmanSachs-09-000001-013 (Attachment, 2846
GSPSICOMMODS0004113-116)
PSI-GoldmanSachs-15-000001 (Printed as Exhibit 39) 1233
PSI-GoldmanSachs-16-000001-006 (Attachment, 2861. 931
GSPSICOMMODS00046240 Printed as Exhibit 11) >
PSI-GoldmanSachs-17-000001 (Attachment 1236
GSPSICOMMODS000046225-226) (Printed as Exhibit 40)
PSI-GoldmanSachs-17-000001-009 (Attachment
GSPSICOMMODS000046225-226) *
[Full, unredacted document, Sealed Exhibit]
PSI-GoldmanSachs-19-000001-009 (Printed as Exhibit 18) 978
PSI-GoldmanSachs-20-000001-002 (Printed as Exhibit 21) 1000
PSI-GoldmanSachs-20-000001-005 (Full, unredacted "
document, Sealed Exhibit]
PSI-GoldmanSachs-21-000001-010 (Attachment, 932
GSPSICOMMODS00046532-533) (Printed as Exhibit 12)
PSI-GoldmanSachs-22-000001-004 [Sealed Exhibit] *
PSI-GoldmanSachs24-000001-004 2865
PSI-GoldmanSachs-25-000001-003 (Printed as Exhibit 19) 987
PSI-HarborAluminum-03-000004 2849
PSI-JPMC-11-000001-002 {Sealed Exhibit] *
PSI-JPMorgan-12-000001-003 [Sealed Exhibit] *
PSI-JPMorgan-15-000001 (Printed as Exhibit 91) 1693
PSI-JPMorgan-15-000001-008 (Printed as Exhibit 66) 1516
PSI-JPMorgan-16-000001 (Printed as Exhibit 82) 1642
PSI-JPMorgan-17-000001-002 (Printed as Exhibit 97) 1701
PSI-JPMorgan-18-000001-008 (Printed as Exhibit 83) 1643
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REPORT DOCUMENT LOCATOR LIST

WALL STREET BANK INVOLVEMENT WITH PHYSICAL COMMODITIES

Bates Number or Document Description Page Number
PSI-JPMorgan-19-000001-003 (Printed as Exhibit 98) 1703
PSI-JPMorgan-22-000001-004 [Sealed Exhibit} *
PSI-JPMorgan-23-000001 (Printed as Exhibit 96) 1700
PSI-JPMorgan-23-000001-006 (Full, unredacted document, N

Sealed Exhibit]
PSI-JPMorgan-24-000001-002 [Sealed Exhibit] *
PSI-JPMorganChase-06-000001-013 2895
PSI-JPMorganChase-14-000001-009 (Printed as Exhibit 65) 1507
PSI-KSFireMarRpt Nov06-000001-012 2905
PSI-LME-03-000001-004 2917
PSI-LME-06-000001 (Printed as Exhibit 88) 1687
PSI-LME-06-000001-003 [Full, unredacted document, N
Sealed Exhibit]
PSI-MITS_to_LME_June2014-000001-003 [Sealed Exhibit] *
PSI-MorganStanley-01-000001-027 (Printed as Exhibit 42) 1259
PSI-MorganStanley-02-000001-004 2921
PSI-MorganStanley-03-000001-006 2925
PSI-MorganStanley-04-000001-007 [Sealed Exhibit] *
PSI-MorganStanley-05-000001-006 [Sealed Exhibit] *
PSI-MorganStanley-06-000001-004 (Printed as Exhibit 50) 1389
PSI-MorganStanley-07-000001-034 2931
PSI-MorganStanley-08-000001-002 [Sealed Exhibit] *
PSI-MorganStanley-13-000001-009 (Printed as Exhibit 47) 1364
PSI-MorganStanley-15-000001-004 (Printed as Exhibit 53) 1402
PSI-MorganStanley-17-000001-002 (Printed as Exhibit 49) 1387
PSI-MorganStanley-18-000001 [Sealed Exhibit] *
PSI-MorganStanley-19-000001-003 (Printed as Exhibit 51) 1393
PSI-MorganStanley-22-000001-003 2941
PSI-MorganStanley-24-000001-004 [Scaled Exhibit] *
PSI-MorganStanley-25-000001-008 2944
PSI-MorganStaniey-26-000042-043 2950
PSI-Novelis-01-000001 2952
PSI-OCC-01-000011-012 2959
PSI-OCC-01-000026-028 2961
PSI-OCC-01-000043-044 2964
PSI-OCC-01-000046-061 2966
PS1-OCC-01-000100-106 2982
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REPORT DOCUMENT LOCATOR LIST

WALL STREET BANK INVOLVEMENT WITH PHYSICAL COMMODITIES

Bates Number or Document Description

Page Number

PSI-OCC-01-000112-113 (Printed as Exhibit 84)

1651

PSI-OCC-01-000135-141 (Printed as Exhibit 85)

1653

PSI-OCC-01-000170-174

2989

PSI-OCC-01-000358-366

2994

PSI-OCC-01-000368-374

3003

PSI-OCC-01-000425-432

3010

PSI-OSD-01-000001 [Sealed Exhibit]

*

PSI-UnitedAirlines-01-000003, 013, 016, 020-022
(Printed as Exhibit 52)

1396

PSI-UnitedAirlines-01-000003-044 [Full, unredacted document,
Sealed Exhibit]

PSI-USDOTIncidentRpt_Oct06-000001-003

3018

PSI-VandenbergFeliu_to_SEC(July2012)-000001-005
(Printed as Exhibit 87)

1682

OTHER MATERJALS

Application of Wentworth Gas Marketing LL.C for Long-Term
Authorization to Export Compressed Natural Gas, submitted to
the Department of Energy, Office of Fossil Energy, dated May
2014, (Printed as Exhibit 45a)

1307

Comment Letter from Senator Carl Levin to the Securities and
Exchange Commission, dated, July 2012, re: JPM XF Physical
Copper Trust Pursuant to NYSE Area Equities Rule 8.201.
(Printed as Exhibit 86a)

1660

Comment Letter from Senator Carl Levin to the Securities and
Exchange Commission, dated, March 2013, re: JPM XF Physical
Copper Trust, Form S-1 Registration Statement. (Printed as Exhibit
86b)

1667

Letters and other communications received by the Subcommittee
from Banks, Regulators and others,
2013-2014 [Sealed Exhibit]

In Re Make-Whole Payments and Related Bidding Strategies,
FERC Docket Nos. IN111-8-000, IN13-5-000, Order Approving

Stipulation and Consent Agreement, 7/30/1013).

3021

* Sealed Exhibits retained in the files of the Subcommittee.

10
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MorganStanley

CONFIDENTIAL TREATMENT REQUESTED

May 17,2011

James Berpin, E5q.

Counsel and Assistant Vice President

Federal Reserve Bank of New York
33 Liberty Street

New York, NY 10043-0001

Deear Mr. Bergin:

This letter is in response to your emuil dated
ngap Stan}w 8 rcsp(msc 10 qunsmmw from

4§ c} of the Baﬂk Holdmg Compwy “nt
2011, this submission is lmited to
consohidated assets, revenues and
Division and (b) additionsl ig
autivities in which it engag d
additional information. req
submission. Tor case
repieated below

e Mmmz* Qizmlc) commadities
30, 1997, As agreed, certain of the
il will be included in a subseguent
vests to which these responses relate are

15, revesnues, and profies.

Py of Morgan Stenley’s Form 10-Q for the quarterly pericd
‘hich presents. Morgan Stanley’s total comsolidated assets,

s totel conscelidated assels, révenues, and profits assecinted with s
commoedities activities.

P05 Exhibit B is {2) 2 Statement of Assets of the Commodities Division, which
es information regarding the Commodities Division’s total assets (see column
-

ed “Commodities”) and (’r‘) the assets attributed to cach desk within the
mmodities Division as of March 31, 20114

Please note that the assets have been calculated per desk, and 1ot broken down according
1o the suthority available to conduct the activities of such businesses. As such, these

mumbers cannot be used for caleulating the 5% consolidated asset threshold provided for

FRB-PSI-200167
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in Section 4(0)(2) of the Bank Holding Company Act. In particular, & portion consisis of
assets, such as cash settled commodities futures, options and owver-the-counter
derivatives, permitted to be held by a financial holding company under Scetion 4(k) of
the Bank Helding Company Act without reliance on Section 4(o).

As noted in Exhibit B, balance sheet allocations below the Global Commodities level ¢
not .complete in all vases. For example, it currently is not feasible to allocate assets a
between i} Liquids and North Amernican Power and Gas (i.e., reflected in the gighi
“Elec/NGas NA™) in the case of a counterparty that trades both oil and =
derivatives, the exposure of which are netted pursuant to a master netting

Attached as Bxhibit € is @ spreadsheet cenfaining net rovenue!
hefore tax for the Commodities Division (see row entitled “Comy

2009 and 2010 and the first quarter of 2011,

As noted in Fxhibit C, while revermes are reported desk, in eXpenses 4re not
1es Other”, For
example, ot ces that are aftributeble to
Commodities as a-whole and not to the actt ificilgks. In addition, historical
expense allocations may be further limitefily iy teporting lines {e.g., desk
hierarchy changes). For example, durd
Freight reported into Buropean Pow

ded Asia Pacific activities as
Natural Gas™), Hven after Dry

ey
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1able 1o provide the detailed information
5 in the approximately one dozen categorics
rve in its email dated May 2, 2011, Morgan Stanley’s MIS
rmation in this manner. In our subseguent submission,

relating fo revenue
proposed by the Jad
does not currently
Morgan §

hered under Section 4(p), but will provide these estimates by
acn of the dozen categories. In doing so, Morgan Stanley will
particular desks, while shared assets are allocated to multiple

indirectly, on or prior to September 30, 1997, and which have not been previously
provided 1o Federal Reserve staff in connection with the Federal Reserve’s analysis of
Morgan Stanley’s commodities activities under Section 4(0) of the Bank Holding

vy

FRB-PS1-200168



Company Act. We have primarily consi ivities engaged in
on or.about September 30, 1997, but have also listed, for completeness® sake, investments
and activities we found evidence of during our extensive due diligence, and which fall in
the period preceding September 30, 1907,

The information provided below is based on proprictary documents and publi

inchuding the research performed by numerous Morgan Staniey personnel,
tndividuals cutside of Morgen Stanley’s Commodities Division, While we are
our efforts o Tocate additional supportive documents, the passage of time ar

documents are available. Please note that although every effort
accuracy of the information provided, there may be inaccuracies
E3 (e}

supplement this submission to the extent that we sy 3 mie aware of other
activities that are responsive 1o your request,

Cm or abaut September 30, 1997, Morgean St
held the following investments in entities
physical properties, not identified in

¢ following activities and
wdities and/or underlving

onducted 1ts nitrogen: operations through
. & majonty-owned and publicly traded

, Inc. (“PSF™), a commercial meat producer. PSF owned
erations, which included feed mills, hoy bamns, genetic
s, and processing and packaging plants,

per 1991 to Septernber 1998, Morgan Stanley Had an investrient in
t Methano! Corporation (“BMC”), 3 methanel producer. BMC operated

From April 1992 to October 2000, Morgan Stanley had an investment in
Consolidated Hydro, fue, ("CHI"), a hydroelectric power producer, According to
publicly available information, CHI was principally engaged in the development,
acquisifion, operation, and management of hydroelectric power plants. As of June
30, 1596, 1995 and 1994, it had ownership inferests in, leased arid/or operated
projects with a total operating capacity of 344, 379 and 329 megawaits,
respectively. In November 1995, CHI established a subsidiary for the purpose of

FRB-PSI-200169
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developing, aoquiring, operating and managing industdal energy fecilities and
related industrial assets.

¢ From June 1992 to May 1998, Morgan Stanley had an inyestment in Interstate
Natural Gas Company (‘INGC™), a gas producer and transportation -company
which owned an interstate natural gas pipeling and related marketing faci
INGC was acquired by Coho Energy, Inc. (“Coho Energy”) in Decernber 1994 1
2 tramsaction. in which Morgan Stanley acquired an investment in Cohy
which was -engaged in the development and production of, and explor)
crude oil and patural gas.

Gas Corporation ("HGC™), 2 gas gathering and proce;
engaged in natvral gas gathering, processing, marketing 1PAg
s nafural gas liquids transportation and miarketing,
gas processing plants, five gas gathering systems and tri

neluded three

¢ From February 1995 to December 1098,
Ometraco  Corporation  (“Ometraca”
Ometraco held interests in agriculturg
an imtegrated poultry farm and shf
electrical egquipment, and financi

Tak nvestoent in PT
agribusiness  entity,
¢k farming, animal feed,

¢ From March 1995 ta Uete
Aluminum, Ine, ("NAL

nley had an investment in Nordie
num products manufacturing company:
, matketing and supply of aluminum
products  and clectrotechnical,  telecommunications,
transportation buildiles machine design and commercial constraction
industries. :

Prior to- September
Al50 engage ivities and held the following investments in entities that

nderlying physical properties not {dentified 4 any of

cember 1992 to October 1993, Morgan Stanley had an investment in
e¢ Valley Steel Corporation (“TVC”), 2 steel rolling mill. TVC recyeled
steel and produced stee! billets and light stractural steel.

From July 1992 to January 1993, Morgan Stanley had an investment i Mountain
Gas Resources, Ine. {“MGR™), a gas gathering and processing company. MGR

engagedin sweet gas processing and recovery of natural gas liquids.

@ From Miay 1992 to October 1995, Morgan Stanley had an investment in Stanklav
Holdings, Inc., a Norwegian bulk carder shipping company.

FRE-PSI-200170
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$ In Junc 1984, Morgan Stanley, the New York law fitm Akin, Gump, Strauss,
Haser & Feld (“Akin, Gump”), and Tramseo Energy Company {“Transco”)
formed Natural Gas Clearinghouse ("NGC™Y as a joint venture, In 1983, Morgan
Stanley acquired sole owspership after it bonght ont Transca and Akin, Gump.
NGC brokered and marketed natura) gas and natural gas Houids. It also owg
pipeling fransportetion and operations through a serles of acquisitions ©
transmission, distribution, &nd processing infrastrocture assets, In 1989
Stanley sold Ity interest n NGO

production facilitfes and five ethylene-based processing

4 TFrom October 1988 to September 1996, Morpan
Southern Pacific Rail Corporation; a railroad freight tr

oS
o

Rail Corporation merged into the Union Pacifg

T eddition to information previously prov
tnfonmation further evidences the fact that
of interests in enfitics engaged in the sale, T stment of commodities and
inderlying physical properties related

previously submitied 2 letter ont
the Board of Govemors of the

We request tha

Information Act, § 852 (FOIA™, the Federal Reserve’s implementing

regulatio - artsrtl and amy other applicable law.  The nature of the
informati 1 is confidential, commereial or financial information that is

exermpt from disclosure under 5 US.C, § 552(p)(4) and. 12 CFR. §

v, and i iy cxempt under exemption ()8} of the Freedom of

SUB.C §55200)(8) and 12 CFR. § 261.14(a)8). Should the Federal

‘I’h’é? "t JISTHEE Nts contents, we assert all applicable FOIA exceptions or other exemptions

%& T8 disclosure, and we request advance notice and a reasonable opportunity o contest
s .

§

“We trust this lefter is responsive to certdin portions of your May 2, 2011 request, As
discussed in our May 3, 2011 conference call, oun or before May 31, 2011 we expect to be
able to sapply data for those other portions of the May 2 request for which Morgan
Stanley is in a position to aggregate information. As noted previously, Morgan Stanley

FRB-PSI-200171
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will not be in a position 1o respond to every category of commodities activities contained
in the May 2 request absent major changes to owr management nformation systems,
Should you have any additiona] guestions sbout the information submitted with this
letter, please contact me.

Sincerely,

James E. Scott
Executive |

FRB-PSI-200172
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1221 Avenne of the Americas
New York, NY 10020

MorganStanley

CONFIDENTIAL TREATMENT REQUESTED
July 8, 2010

James Bergin, Esg.

Counsel and Assistant Vice President
Federal Reserve Bank of New York
33 Liberty Street

New York, NY 10045-0001

Dear Mr, Bergin:

commodsm.s nd hndcrl}ﬂng physrcai p10 p& jgAvhi Fgan Stan?ey was engaged
"as of September 30, 1997. During the GOt the Beted’s and the FRBNY staffs
review of Morgan Stanley’s i Morgan  Stanley provided
information based upon public employees who worked in the
commodities group at the releva able documents. Among the documents
available at that time were € rears ending
November 30, 1996 and
was engaged in com
Stanley engaged ir
subsequent yearg

bstantially similar to those in which Morgan
h Morgan Stanley has continued to engage in
mation provided in this letter is based to a much greater
e have thm far bwn ab(c th,ozwh dthgcm eff Qvts to lo:,ate

Tonths of 1997 \Wnle we are Pontmumg our u‘"foric w0 Eouzm.
dacuments, the passage of time and record retention policies make
ificant number of other supportive documents are available. Based
ections of employees who worked in the commodities group at the
dorgan Stanley engaged in activities {such as with respeet to agricultural
beyond those hxg,h ighted in this letter but, to date, we have been unable to
iec% documents from 1997

Morgan Stantey was engaged in a variety of commmodity derivative and physical
ommodity fransactions with respect to crude oil and oil liquids, nataral gas, electricity
and other power and energy commodities and metals as of September 30, 1997, primarily
through Morgan Stanley Capital Group Inc (“MSCGI™) and Morgan Stanley & Co.
International Limited ("MSIL”). The following description of Morgan Stanley’s
commeodity activities and docwmentation evidencing such activities as of September 30,

FRB-PSI-200173
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1997 is organized by general commodity type: Crude Ol and Oil Ligquids, Natural Gas,
Electricity/Power and Metals (Precious and Base).

1. Crude Oil and Refined Products

Morgan Stanley has been trading as principal in crude oil since 1984 and
refined products since 1985, Cver the past 25 years, Morgan Stanley has grow
of the preeminent energy irading firms, serving an expausive cross-section
foreign corparations, municipalities and others seeking to access thes
such, Morgan Stenley provides significant lquidity to these marl
activities in cmade oil and refined products in which Morgan
September 30, 1997 was trading and investing in physically
options, futures, options on futures and similar contracts,
exchange-listed on crude oil, fuel oil, heating oil, unleadedg
bunker fuel, and residual fuel, among others. Morgan Stanl
the United States on or about September 30, 1997,
include, without limitation,

Sales Agreement for the
ded Apr 30, 1997, This
F successive periods through
June 30, 2000,

e Morgan Stanley
6,925,054 barrels

orts showing numerous purchases of
871 barrels of heating oil, gasoline,

ber 1997 with over two dozen counterparties,
md sales of fuel oil ~ 86 (heating oil), low sulfur

s (received) and 4,411,082 barrels (disbursed).

Division of Taxation Petroleum Products Gross Receipts Tax Return for
the third quarter 1997, reflecting the following sales of petroleum products in
September 1997: 4,356,177 barrels of heating cil, 301,015 barrels of low
sulfur diesel, and 504,036 barrels of unleaded gasoline.

* NYS Dept, of Taxation and Finance Petroleumn Business Tax Refwrn Form
PT-100 for September 1997, and Report of Sales Tax Prepayment on Motor
Fucl/Diesel Motor Fuel Form FT-945/1045, collectively showing an end-of-
the-month diesel inventory of 951,522 barrels, as well as the purchase of
100,196 barrels of diesel from Hess Energy Trading, and the following diesel

2 FRB-PS51-200174
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sales: 30 September, 24,997 bamrels to Northville; 28 September, 49,746
barrels to Louis Dreyfus and 32,000 barrels to Castle; 27 September, 21,033
barrels to Castle and 54,604 barrels to Koch; 25 September, 6,068 harrels to
Koch; 16 September, 5,000 barrels to Phibro; 11 September, 36,000 barrels fo
Societe Generale; 9 September, 23,584 barrels to Koch; 7 September, 2
barrels to Phibro; various dates in September, 109,000 barrels to Mobil Oi

e Texas Fuels Tax Reports for September 1997, showing (1) p
gasoline in the amount of 5,699,728 barrels from approximately
and sales of gasoline in the same amount to approximatel
{2) purchases of heating oil and low sulfur diesel in th
barrels from approximately 33 customers, and sale
amount to approximately 25 customers,

o Louisiana Sales Tax Retum, Dept, of Revenue a
the third quarter 1997, reflecting Septe

4207, for
of Louisiana lght

In connection with, and incidental t ; andiiinle of crude o1l and refined
products, Morgan Stanley leased storage 1 i
tanley to make and take delivery of
sold to its customers, Morgan Stanlg
ahout September 30, 1997,
limitation,

oducts it purchased from and
vity in the United States on or
this activity include, without

®
and thefeafter.

ut Agreement between Wyatt, Incorporated, and Wyoo
d MSCGI, dated April 18, 1997, for the storage of heating
erm of this agreement was from May. 1, 1997 through April

inaling Agreement, dated June 30, 1997, between Global Petroleumn
8. and MSCG, for #2 heating oil, low sulfur diesel and kerosene. The term
s agreement was from July 1, 1997 through December 31, 1997,

s NJ Division of Taxation Motor Fuel Tax Storage Facility Operator Report for
September 1997 reflecting heating oil inventories of 1,970,381 barrels on
September 30, 1997,

« NYS Dept. of Taxation and Finance Petroleum Business Tax Return Form
PT-100 for September 1997, and Report of Sales Tax Prepayment on Motor
Fuel/Diesel Motor Fuel Form FT-945/1045, collectively showing an end-of-
the-month diesel inventory of 951,522 barrels.

3 FRB-PS1-200175
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Morgan Stanley also engaged facilities owned and operated by third parties to
process, refine, blend or otherwise alter crude oil into mhmd products for Morgan
Stanley. This activity is related to the trading and sale of commodities in that it gives
Morgan Stanley the option to blend refined products it has purchased into diffgtent
grades or specifications of refined products; it provides Morgan Stanley with additio
source of supply with which to fulfill customer’s requests. Morgan Stanley
this activity in the United States on or about September 30, 1997, Documents
this activity include, without limitation,

s Terminal Throughput Agreement between Wryatt, Incg
New Haven, Inc. and MSCGI, dated April 18, 1997,
oil. The initial term of this agresment was from }
30, 2000. Section 8.2 of this agreement auih al operator to
blend Morgan Stanley’s product with other nmd : s in order to
change the specifications of such pmduct 1y for damage or loss
to product, provided such blending is iant to and af the

instruction of Morgan Stanley.

nley engaged fhird party
d products. This act'nty i3

In addition to engaging storage fa%
pipelines to transport Morgan Stanley’s cm
related (o trading and sale of comn
crude 011 and mﬁnea produots 0

y 3 thtnmus \’Iorgaq Qfm}ey
abo‘ut September 30, 1997, Documents

: sfer License Fee Report for the third quarter 1997, Report
that in September 1997, MSCGI transferred 48,940 barrels of low
el and 12,405 barrels of heating oil into Maryland by pipeline.

ces issued by Teppeo Crude Pipeline, LLC for pipeline shipments of
35,471 barrels of crude oil at Cushing and Midland stations during the
st quarter of 1997,

i

In addition to hiring third party pipelines to transport Morgen Stanley’s crude oil
refined products, Morgan Stanley also chartered vessels to transport crude oil and
refined products. This activity is related to Lradmg and sale of commodities in that it
provides a mechanism for fransferring crude oil and refined products to and from Morgan
Stanley’s customers. Morgan Stanley engaged in this activity in the United States on or
about September 30, 1997. Documents evidencing this activity inchude, without
Hmitation,

4 FRB-PS1-200176
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s U8 Department of Treasury Harbor Maintenance Fee Quarterly Summary

Report for the third quarter of 1997, reflecting total volumes of products, such

© ags gasoline, heating oil, and low sulfur diesel moved from one state to another
by ship.

» * Internal Audit Report with andit date of January 1, 1997 with the Reven
Offset Schedule reflecting fees for transport and deminrage and

turaf Gas

Morgan Stanley has been trading as principal in natural
our customers’ natural gas requirements, providing Houidit
recently, as demand for natural gas has increasingly
Stanley has been trading as principal in liquefied natural g
natural gas in which Morgan Stanley engaged as of 3g
investing in physically-settied forward contracts,

ion, Morgan
p activities in

similar contracts, both over-the-counter and g Morgan
Stanley engaged in this activity in the Uni out September 30, 1997
Documents evidencing this activity include

s In the Matter of: Olympj 34 F. 3d 737 (57 Cir. 2002)

s by MSCGI to Olympic Natural
1t to a natural gas sales and purchase

bankrupicy case nvo}
Gas from ?anuam !
contract enter:

s Numerou

ith a variety of marlket participaﬁts including
explorati

companies, federal governmeni agencies,
, municipally-owned utilities, and other marketers (see, e g.,
ptible Gas Purchase and Qa]es Ageenmnt bctwee‘

between PanEnergv (Jas Scrww» Ine. and Morg,dn Stanicy Lapitat
.. dated as of January 1, 1996,

In connection with, and incidental to, the trading and sale of natural gas, Morgan
y leased storage facilities from third parties to enable Morgan Stanley fo make and
dmvery of natural gas it purchased from and sold to its customers. Morgan Stanley
enuagv.,d in this activity in the United States on or about September 30, 1997. Documents

evidencing this activity include, without Hmitation,

w
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» Internal Audit Report with audit date of Japuary 1, 1997 reflecting mark-to-
market and P&L for natural gas storage at Southern California Gas
Company’s storage Tacilities.

The above documents evidence the fact that Morgan Stanley was engaged in the le:
of storage facilities of natural gas prior to September 30, 1997, There is no evidence if
this activity was discontinued.

In addition to engaging storage facilities, Morgen Stanley en
pipelines to fransport Morgan Stanley’s natural gas. This activity is rgl
sele of commodities in that it provides a mechanism for transfe
from Morgan Stanley’s customers. Morgan Stanley engaged in
States on September 30, 1997, Documents evidencing thig
Himitation,

e As of September 30, 1997, MSCGI had merols agresments to

acquire and hold rights to transport 3 i @ with various gas
pipeline operators (see, g, A “Hhbalance Service Agreement

between  Pacific Gas Transmis n Morgan Stanley Capital

L Electricity/Power

ant in the electricity and power markets,
ver sales at market-based rates in 1994,

independent power producers. To address our
ancillary services including energy management

Non-pooled markets
¢ Physically settled options (e.g., heat-rate options)
¢ Physically-settled futures

Morgan Stanley engaged in this activity in the United States on or about September 30,
1997. Documents evidencing this activity include, without limitation,

s 1994 authorization from the Federal Energy Regulatory Commission
(“FERC™) to make wholesale power sales at market based rates remained in

[=

FRB-PSI-200178



1786

effect continveusly through September 30, 1997 and the present (Morgan
Stenley Capital Group Inc., 69 FERC 61,164 (1594)).

s 3% Qir 1997 FERC Rlectric Quarterly Repor, which summarizes the
contractual terms and conditions for MSCGI's market-based power s
showing the purchase of 4,247,522 MWh of physical power and sale
4,210,087 MWh of physical power.

#  Numerous master agrecments with a varety of market partigipants

In connection with, and incidental to
activities in electricity and power, Morgan
services (e.g., Joad optimization) to enable
clectricity markets to assist its utility custo
Morgan Stanley engaged in this activity ]
1597, Documents svidencing this g

s Power Purchase ang

riorm cerfain additional services, including the
actual rights to call on generation in connection
e exercise of such rights to meet such EMC’s obligation 1o
Pursuant fo this agreement, MSCGI was obligated to
0,525 MWh to the EMCs on cach calendar day of
ncluding September 30, 1997,

vy also engaged third party electricity transmission facilities. Rights
is a crucial element to electricity trading in that it enabled Morgan

electricity between generation points to satisfy its customers’ power
organ Stanley engaged in this activity in the United States on September
Documents evidencing this activity include, without limitation,

e Ouistanding numerous agreements 1o aequire and hold rights to transmit
physical power with various transmission facility owners (seg, e.g., Service
Agreement for MNon-Finm  Point-to-Point  Transmission Service betweer
Southern Companies and Morgan Stanley Capital Group Inc., dated as of
August 28, 1996). )

7 FRB-PSI-200179
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The above documents evidence the fact that Morgan Stanley was engaged n the
transmission of power throungh third party transmission facilities prior to September 30,
1997, There is no evidence that this activity was discontinued.

V. Metals (Precious and Rase)

Morgan Sianley has been an active participant in the precious metals market sine
1982 and the base metals market since 1993, In addition to trading precious
were permissible for bank holding companies to trade as of September 30, 199

contracts, forward contracts, and option contracts on rhodiw
customers’ raw’ material needs. Morgan Stanley also  est
depositories o hold Morgan Stardey’s inventory. Morgag
activity in the United States on September 30, 1997, Doc
include, withowt limitation,

s Marine Transit Insurance Report and Mo ces reflecting the
following deliveries of rhodium dw Morgan Stanley’s custodial

delivery of 5,000 troy
Imington Trust, DE; 12
s Armored Car Service, Inc.
from Wilmington Trust, [0 an invoice issued by Brooks);

Bank, NY.

» Internal A ate of January 1, 1997 reflecting positions in
rhodium ers, including, without limitation, the following
forwag, trars@dilins with General Motors where Morgan Stanley sold the

End Date Forward Quantity

{0zs)

15 Jan 1998 250

16 Mar 1998 500

03 Apr 1998 500

20 Nov 1995 22 Tul 1958 500
20 Nov 19935 14 Aug 1098 300
20 Nov 1995 15 Sep 1908 500
20 Nov 1995 15 Oct 1998 300
20 Nov 1995 16 Nov 1998 500
20 Nov 1998 15 Dec 1998 500

e Internal Audit Report with audit date of January 1, 1997 reflecting mark-to-
market and P&L for physical trading of rhodium and 8 global delivery

8 : FRB-PSI-200180



1788

locations at which Morgan Stenley held the rhodium including facilities in
New Jersey and Pennsylvania.

In addition to the trading, sale and storage of thodium and other precious metals,
Morgan Stanley was also trading and investing in physically-settled forward contrg
options, futures, options on futures and similar contracts, both over-the-counter
exchange-listed on base metals, such as aluminum, zine, and nickel to hely
customers’ raw material needs, Morgan Stanley also established aco
depositories to hold Morgan Stanley’s inventory. Morgan Stanley engag
activity outside the United States on Septemnber 30, 1997, Docume i
activity include, without limitation,

+  MSIL Goods Inwards Report dated 19 February
held 15 warrants of aluminum at a Liverpoo!, U

e MBIL Goods Inwards Report dated 12
held 34 warrants of zinc at a Trieste, Itgly

e MSIL Goods Inwards Report da
15 warrants of nickel at a Rot
date.

The above documents evidence tanley was engaged in the trading,

illustrate, Morgan Stanley has been a leader in
As new markets have developed and customers’

leadership position w markets and commodities.  As sugar trading in Latin
America t our customers whe needed access to this market. As
demand for ased while production decreased, we began trading liquefied
will grow as that market and customer demand grows. In
de-spread call for decreasing our dependence on fossil fuels and
ble energy sources, we have built an important emisstons and
s credits trading capability. To further meet the public policy goal of
giite governments to encourage the production of renewable energy, we have
solar ensrgy programs that, thongh joint ventures, design, install and finance
photovoltaic systems on sites owned by municipalities, schools, non-profit
izations and on low- and middle-income housing and then sell to such entities the
er produced by such photovoltaic systems.

The continued viability of any commodities business depends on the ability to
adapt and engage in activities with respect to new commodities and to provide additional
services that customers demand. Limiting permissible commodities activities to those
performed on any static date will stifle innovation, reduce the ability to provide products

9 FRB-PSI-200181
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and services to those that require them and remove significant providers of financing and
Hquidity from eny new merket.

We request that this letter be accorded confidential treatment under the Freedom
of Information Act, 5 U.S.C. § 552 (“FOIA”) and the Federal Reserve’s implemer
regulations, 12 C.FR. Part 261, Although the existence of and the identities of
customers with respect to, the various agreements listed as examples of Morgags
commaodity-related activities in 1997 would generally be stale information

confidentiality, and Morgan Stanley is not able to consent fo d
discussions with the customer. In addition, the information
conducted in 1597 is itself confidential to the extent that it may
Board's consideration of the scope of Morgan Stanley’s
activities. The nature of the activities conducted by refe
confidential, commercial or financial information that is co
disclosure under 5 U.S.C. § S52(b)(4) and 12 CF.R, In addition, this is
provided as supervisory and examination info A gulator, and it is
exempt under exemption (b)(8) of the Freedom n Act, 5 ULS.CL§ 352(b)&}.

empt from

maake a determination to disclose its conten
opportunity to contest such disclosure

st We would be happy to provide
your request.  Sheuld you have any

€ Lontl

mes E. Scott
Executive Director

10 FRB-PSI-200182
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CONFIDENTIAL EXHIBIT A
Confidential Treatment Reguested

Morgan Stanley

Responses to Permissibility Analysis on Commodities Activities Follow-up
Dated May 15, 2009

1. Please indicate whether Morgan Stunley engaged in a specified activity
September 30, 1997, or began fo engage in that activity afferwards.

Morgan Stanley was engaged in a broad range of commaodities aciwmu
30, 1997 in the United States. We have prepared as complele and 2
possible of the commodities activities that Morgan Stanley wi as ¢
0 Se pwm%cr 340, 1‘)9/ in the med Sm S ha&bd on pubhc i

able to include in the list below.,

Wardwell, that it is not necessary to show th
commodities activity as of Septemb
activity pursuant 1o Section 4(0) ofd

continue to engage in that
y ’\ct of 1 956 {the “BHC

I x,ssiy atthorizes Morb‘m bmniey o
“continue to engage in, o '@d wi or control shares of a company
engaged in, activities reldte § botale, or investment in comimodities and
undetlying physical g i ded that certain conditions are satisfled, including
mt ‘vlm gan Sm ey “k was enga&d directly ot indirectly, in any of such
1997, in the United States.” (Emphasis added.} Thus, if
it was lﬁwfuliy mnaﬂeci 1’n a sinplc C(?l’}tllodiiiﬁi "mivity

e activities consisted of trading and investing in spot coniracts, Torward cantracts,
3, futures, options on futures and similar contracts, both over-the-counter and
hange-listed (including, butnet limited to, NYMEX and predecessor exchanges of
ICE Futures (NY)), where the contracts were physically-settled, with respect to the
following commodities:

ENYY U TSR TOMMODT Response o ¥
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Crude oil, diese! fuel, heating oil, unfeaded gasoline and jet fuel, as determined
based upon interviews of employess and as further evidenced by the following
facts occurring in and prior to 19971 (1) Morgan Stanley held 27 motor fuel,
gasoline or similar distributor licenses from various U.8. states avxd the Distriet of
Columbia; {2) Morgan Stanley paid harbor maintenance fees to U.S. Customs for
heating oif and low sulfur diese! shipped to storage facilities in ‘New York, Neg
Jersey and Connecticut Jeased by Morgan Stanley pursuant to storage or
throughput agreements; (3) Morg 8
gasoline and diesel at the rack at the leased i‘aciliu‘ in New Hm‘en Con

sales by Morgan Stdn ey of hmt ing oil Lmd diese] 1uel w (Jl
facilities in Conmectiout léased by Morgan Stanley, w h‘d
Global to its eustomers.

Natural gas, determined based upon interviews of em
evidenced h\f he% Lft}” Hvlmg&n Sum] sy emc

§taxﬂw and O mpic \’atura Gasg

was "for\m: d contract mercha actions b sfween ihe wmes
« al Gas Co. v, Morgan Stanley

h addmm Y\Im gan Qrfmrw

d based upon interviews with employees and as further
s d rate amhonzmmn &Jr wholesale sales of electric

: ) Rwed by the deera En xffy Regulatory Lommzasmn

n 1994, and by numerous agreements such as the Power Purchase and
recment between Morgan Stanley Capital Group Inc. and Oglethorpe
rporation (an Electric Membership Corporation) dated as of April 7,

n order to satisfy Morgan Stanley’s obligations under the Oglethorpe
smmitement, Morgan thkv entered into power ransmission agreements in the
Southeast.

Coal, base metals and rhodium, and freight in the form of time charters, each
determined based upon interviews with employees.

Meoreover, Morgan Stanley, Dean Witter, Discover & Co.’s annual report on Form 10-K
for the fiscal yeat ended November 30, 1997, stated that Morgan Stanley also engaged in

the following commodities aetivit

(N334

fRssponse ta Fod roquest Miy 2009 sontmed;

FRB-PSI-200406
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o marketing and trading as principal and maintaining proprietary frading positions
in spot, forward and futures markets in other commodities, including base and

precious metals, erude off and related energy products;

o an electricity power miarketer;

o] a market maker in exchange-traded optiots and futures ¢ontracts and OTC |
options and swaps on commodities such as metals, crude oil, ol products, natural
gas and electricity; and

o offering hedging programs to producers and customers, as well
reserve/inventory management.

are retail or retail-oriented, and the entities that engage i thosé
this, please indicate whether those retail or retail-orientéd activitios
within or without the U.S.

s activities, along
with whether they are engaged in within or dug J8EWe note, however, that we

activities, but instead extends to both retail
are conducted in a safe and sound m

The following commodities activ

ted on April 14, 2009 involve
“retail” customers or could

as “retail-oriented™

T

ch as snacks and newspapers. The gas stations of Olco-are
ec and Ontario provinces of Canada. The gas stations of

Delak, wh R ey holds under authorities other than 4{o) BHC Act (see chart
submi il 14, 2009), are located in the United States. Asmentioned during the

ORGprt 2009, Morgan Stanley is planning to sell Oleo’s gas station
b has'Hot found a buyer yet. Olco carries business, automobile, commercial
eral liabi pollution and property insurance and Delek carries property, business
\’%\}m tionbolintion and casualty insurance.

4 i

n Stanley, through subsidiaries and joint ventures, is engaged i several solar

wer generation projects in the United States (in addition to Morgan Stanley, several
national banks engage in renewable energy-activities, including investing in solar power
generation projects). All solar power projects are designed to meet the public policy goal
of the federal goverament to encourage the production of renewable energy. Historically,
the government has furthered those goals through income tax subsidies, including

E veguaest May TOUR eoms activitieg doc
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production tax credits under section 45 of the Internal Revenue Code (the “Code™),
investment tax credits under section 48 of the Code, acoelerated depreciation, and bonus
depreciation deductions. The government has recently reaflirmed this policy through
wvarious provisions of the American Reinvestment and Recovery Act of 2009, signed into
Taw on February 17, 2009, including an extension of the production tax credit, an option |
10 elect a cash grant in lieu of tax credits, an additional $6 billion in loan guarantees fg i
renewable energy technologies, and appropriations and grants for upgrades to the
electrical urid In addit%on to tax credits, participants in the renewable energy math

genetated tax c:’edits and RECs alone
In addition, various state governments have created incentive pr

State of California has developed the California

incentive program which supports the operators o soiui pho 5t 'I his
program, which is managed by the privately owned ug of Cal 1R>m.a
provides incentive paymenits based on the nameplate I ty produced by

eligible photovoltaic solar assets. Other states,
developed similar programs under chh pal

solar-generated power to munici
pz'ojecl‘s that inwﬂve remil end-us aries of solar power. Because of the

olar power is generalty passed on to

through its subsidiaries MS Solar I, LLC and MS Greenrock
n 18.6MW of photovoltaic solar projects throughout the United State
aand Arizona, Two-thirds of Morgan Stanley’s portfolio consists
v 100% Morgan Stanley-owned project corporations (“ProjectCo”) in
,ed by lcadi‘ng solar pimtovmmic developers that generate revenues based
upo elling electricity o an off-taker pursuant to
poyyer purchasn affrumvm( PPA ) Dcwndnﬂg on the specific characteristics of

mch idual fransactions, ProjectCo may generate addi Hmai revenue from the sale of RECs
from the receipt of state incentive payments, These “direct investments” are tocated
% the rooftops of Wal-Mart stores in Southern Catifornia, on the Fort Carson Army Base
in Colorado, and other commercial buildings and are non-retail.

The remaining 6.2MW wn\mt of Investments he d thre ugh Immcd liah‘i

;ty *omp mies in

MEMODITIRS Y
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of years, and that are located in California, Arizona and Oregon at commereial facilities,
schools and churches as well as on residential rooftops under SolarCity’s Solari.case
program. The latter could be deseribed as “retail.” At the outset, Morgan Stanley owns
95% or 99% at the level of a “HoldUo™ owning multiple project companies, and carns a
priority return on the underlying assets, Solar project developers retain a minority stake
and an opportunity to maintain a long-term economic interest in the projects. Al no ﬁugia
does a Morgan Stanley entity exercise management or operational control over project ™
corporations.

i

(i) Low income housing solar projects

Under a recently initiated program, a Morgan Stanley-owned proje
purchascs solar power systems for instaliation
in Cafifornia. The marketing and project management force i
not-for-profit organizations that work with state governmenist

efficiency of low income housing (caulking windows, installite,insu
installation workforee includes personnel from the local commu partofa

the costs for the
sstem

preen job creation initiative. The Movgan Stanley pr

installers and for the associated elect
participate in the program and grani easem
the solar panels. As owner of the solar p porgan Stanley project
company receives the solar rebates an ; » government and the REC
generated from the power productigh theres Thabomeowner receives 100% of the
solar-generated electricity at no € ject company.
Maoreover, the homeownet nd} uch ofts utility-provided electricity for free
igh'works as follows. The solar power system
st than is required by the homeowner dur
goes out on the grid and, when it does, the

sempany for instaliation of

the course of the day
homeowner's elegtric

o solar projecis

_ennar, a national home construction company operating across the
a strategic alliance to install solar power sysiems on new

. with the expectation that instaliations will
5. jurisdictions with acceptable solar

., Are ne,
struction ,gt%
e o

_ennar would jointly own a new project company, in which Morgan Stanley would
in the controlling interest. The new project company would purchase the modules for
Sstallation on Lennar’s new construction. Lennar would agree (o inst systems on
s new construction. In addition, Lennar intends to market the program to other large
production builders. The modules would be installed by professional installers who carry
their swn insurance. The new project company would also carry property and liability
insurance, The program is designed so that homeowners would enter into a long term (25

3

3 commndities aulivities dpe

NY} TS

“Responss
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years) PPA with the new project company. Underthe PPA, the new project company
would swn the solar power system and the homeowner would get the first five years of
solar-generated eleciricity for free (in addition to the net metering process described in
(i1} ahove), For years 6-23, the homeowner would pay a flat, fixed rate 10 the new project
company, which is dn‘nupa‘cd to be at a discount to the retail rate homeowners would
otherwise pay to the utility. The new project company would reeeive the solar rebate
and grants offered by the government and the RECs generated {rom the power productig
along with profits from clectricity sales thereafter. In the few instances where
homeowners wis ‘
would allow then to do so.

Al projects, including the residential projects described above, are arit
insured in accordance with industry norms. Because of the opera
photovoltate projects, each project bears the risk that its photo :
pcrfm‘m at the expecied pmduction Ic““‘ 'rhc ﬁski &%roial ojects are

the case of
(y) the extensive

Clihpr

the rcsldentlai wmjut mqmres ]m da\s; dnd 2458 ¥
operating history and durability of photovoltaic sol m%\
verification of system performance by independ P

Since off-takers in retai] solar part
projects would be obligated to pt
transactions individually bear a &
(x) & large portion of the Fiv
(grapts and ofhex inves ms;

e terms m a long -term PP \ {hb
isk, mi ipated however by the following:
egerved (Le pone of the Federal Tax
r;cap‘ured and fulf benefit of depreciation

HBIBT the asset will remain with the Morgan
Qtar‘(ev entity, whic t and reinstal i it elsewhere, and (z)
diversification ag

assels

a[3 W hld} \10%3‘1 %mu &y mld@ under authorities other than 4(0) of the BHC
ovides, armong other activities, heat to

&3 (see detmim description of Lhe acti mcs of Agri.capital under question 5 below).
forgan Stanley has a limited investment in Agri.capital and any loss would be limited to
the value of the investment, estimated at approximately $6.5 million. Given Morgan
Stanley’s limited interest, Morgan Stanley’s knowledge as to risk mitigants on the level
of the company is Himited to that which a sharcholder/investor would normally have.

6

ratnoditics 1

roqutest My
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3. Please indicate any of Morgan Stanley’s commupdities-related getivities that relate
to the manufaciure or installation of commodities-related facilities or equipment,
and the entities that engage in thove activities.

A number of Margan Stanley entities manufacture or install commodities-related

facilities or equipment in the ordinary course of their own businesses, eitt

imprevements to their own facilities or (b) as an integral component of their commodi

cperations (e.g.;, a greenfield project 16 build a power plant and subsequently opes
5

S

produce power)., From our in-person meeting and subsequent conference call,

related activities, manufacture for sale to, or install commaodit
equipment for, third-parties. The following entities are engaged in
and installation activities for third parties:

o Atlantis Resources Corporation Ple Limited

ertically integrated
S$9plan provides that its
turbines that generate
deploy/maintain the turbines.
he turbines pursuant to the

Morgan Stanley holds a 49.9% int in Atlantd
tidal power energy company. The companyi$
initial purpose is to design and manufactys
power from ocean currents as well as ¢ elop sifed
Tt will likely contract with a third par
company's specifications. Morgag
development and own part of,
RECs. “

o GOL Wind Enersy

nd Energy, a wind blade and mould producer
runded in 2007, The Company has dne moukd

I

bine manufacturers and will not be tnvolved in turbing
installation or power generation.

sportation or storage of commodities, and the entities that engage in
tivitics. Where you have indicated ceriain investments are being used for

Srgan Staniley has invested in eniities that own transportation or storage facilities for
ransporting or storing either (x) their own or Morgan Stanley Capital Group Ine.’s
commodities or {y) third parties’ commodities. Several Morgan Stanley entities lease
capacity in franspertation and storage facilities from some of the entities listed below and

Responiss 1o Fed ro

£9Y) 101
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from third parties. We will provide a list of the relevant entities that lease capacity if you
wish.

Except where indicated, all of the following entities that own transportation and/or

storage facilities do not use transportation or storage facilities for “non-commodities”
such as manufactured goods: y

o Adgricapital

Morgan Staniey owns a 4.1% preferred stock investment in the parent of
Agricapital GrabH, which owns biogas planis that produce electricg
supplies energy-distributors with power and heat (heat is also
customers stich as schools, businésses and homes); the comp

h energy '«

third pard

Morgan Stanley holds 100% of the comma
directly and through controlling interests i
and markets refined petroleum product
foregoing commodities operates supply$
supply management, operates fer
subsidiaries owns refined pr
and liquefied petroleum

Q

ubsidiaries provide marine transportation and logistics in
ng and U.S. marine logistics services in respect of oit
but not manufactured goods, through

s vessel and derivative trading, commercial fleet

ices and marine logistics services; controls and manages
four revenue sharing pools, delivering oil products

Morgan Stanley holds 2.13% of the Series B preferred shares of RangeFuels
(erroneously named Rangeficlds in the chart submitted on April 14, 2009), which
converts biomass inte low carbon bicfucls {syngas) and renewable encrgy
{ethanol/methanol); owns one plant where it tests the process/technology and is
¢constructing another commercial plant in Georgia; invented thermo-chemical
conversion technology that converts non-food sources first into syngas.and then
converts the syngas into ethanol/methanol.

8

& o Cod request Mag 2009 sommodities sctivities doc

INY} HQ1T63 7/ 0 OMM:
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o Global Energy Infernational Lid,

Maorgan Stanley halds 30% of the common stock of Global Encrgy, which, through
its subsidiaries, engages in trading and supply of bunker fuels; provides services for
debunkering and ship-to-ship transfers; operates coastal tankers-transport to regional
poris; sells and delivers petrofeum products; provides ship management service
vessel chartering, shipping agency and maring consultancy in relation to shipmezﬂ“ b,
petroleum products; supervises construction of new tanker ships; owns
approximately 12 tankers.

Cleo Petrolewm Growp Ine.

a

oil, propane, and lubricants; through subsidiaries, ownsterny
wholesale distribution of bulk petroleum products i

1 faciliffes in Canada,
sels, in the 1LS.

Delek, a company engaged i
etail marketing via retail gas
refined product terminals and

storage tanks.
o Enseleo LLC

Morgan Stanle
entity, and iy

', & Ulcraniraan
ained an option to acquire the sharce capital of Enseleo’s
os Limited, At the time of Morgan Stanley’s investment, it
vould manufacture biodicse! from rapeseed. among other
would grow on its farms. Enseleo currently does not
biodiesel and doss niot grow biofuels exclusively; rather, aspart of a
cogram, Bnselco grows alternative crops such as barley, wheat and
it then sells. Storage occurs in Enseloo’s own storage facilities; as well a§
tanley is seeking to sell its

mmaodities-related activities, please be sure to describe each of the activities in
" which that entity engages. For example, please describe the activities that
Agricapital engges. in.

In addition 1o investments detailed elsewhere in these responses, the following entities in
which Morgan Stanley invests, directly or indirect nmoedities-related

(Y 1801763
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activities” which may not have been sufficiently detailed in the commodities chart
submitted on April 14, 2009,

o Aericupital

Morgan Stanley owns a 4.1% preferred stock investment in the parent of
Agri.capital GmbH, which owns biogas plants that produce electric power and e
supplies energy distributers with power and heat (heat is also transported
customers such as schools, businesses and homes); the company invests 1
biomethane refining technology and enters into joint ventures w nh energy
distributors where company supplies biogas and distributor selis

Third Plane: Windpower 11O

o

of wind pm\cx %ntratm} vrosscb or “w. mdiarm
first windfarm in Loraine, Texas. The company is curren
market to acquire the Texas project before compl
company does not find such a buyer, Morg
Morgan Stanley is currently funding 10{“’./

structing its
uyer in the

the project a5
nstruction cosis.

Morgan Stanley owns 99.9% ofthe con
Upon conversion, Morgan Stanley,
equity of the company.

o Geothermal Tax Equity

facilities and assi
long-term ¢

internal fete of return on m nmai mwsimcr;t

aching the set date, Morgan Stanley’s allocation of tax items and
distributable cash is reduced to 5.0%, which remains in place {or the duration of
Torgan Stanley’s investment. 1t should be noted that the transaction was structured
1 the expectation that the target internal tate of return would be ashieved
approximately 10 years post-closing and has the characteristics of a financing.

3

{NY) 401 COMMODITTES Respouse o Ted 5 .o
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6. Please describe materiad U.S. federal Heenses possessed by Margan Stanley or its
affilinies related to commodities, such as power mavketing or generation Hcenses.

The following entitiés have been granted Power Marketing Licenses by FERC:

Daté approval Dockst# unider whic

Nawmeof Entity firsteffective WIBR firstaceepted

Margan Stanley Capital Group ne. 11-08-1904
Naniwa Energy LLC 02-15-2001

Power Contract Finance LLC 05-24-2002
Power Contract Pinancing 1 tne. 07-24-2003
Power Contract Financing 1T LLC 07-24-2003

-1999
rparation 04-25-2000"

Ltility Contract Funding T LLC 11

South Hastern Blectric Development Corporation 03

South Eastern Generating C

MS Solar Solutions Corporation

*Company succecded to CES Merker?

ng, LLC, Letter Order,

In addition, Morgan Stanley Capital Group
authorizations:

o US Department of Ener
No. EA-184-B, August

US Department of En

I elaborgie on “freight” contracts.

t are an important component of buying and selling oil and il products i
national markets. Oil purchased in one location often times is transported to

er location. The transportation of oif ~ “wet freight” - employs a number of

rent types of vessel charters. Voyage charters are undertaken (o move oil from cne
nt to another. Time charters, on the other hand, are used where a ship is chartered for
# stated period of time, typieally for 60-90 days, but time charters can be for up to 3-3
vears, Barges are also used within internal waterways. The cost of moving oil, whether
through a voyage charter or a time charter adds an expense to ths cost of the product,

Over the years, freight contracts, or “FFAs” (stands for Freight Forward Agreements)

punse to Fed regost Ma
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have developed, among other reasons, to hedge these costs. FFAs are financially settled
instrumients used to hedge physical oil tanker camings / logistics costs {depending on the
point of view), and arc also used by others seeking exposure to this asset class.

oV, confirm that activifies engaged within and without U.S.

Morgan Stanfey confirms that it and the entities in which it invests engage in activitie
for each of the bullet points listed in clause V of the commaodities-chart submitted on
April 14, 2009, both within and outside the United States. Solely for clarificati
Morgan Stanley owns electricity transmission facilitics only to the extent that s
facilitics are owned. in connection with the ownership of power plants tonable
intércommection with the power grid. Morgan Stanley does notown gfins
factlifies that are used to transmit electricity for third parties.

» VI, eluborate vn “related farming facilities”.

entity, and inreturn obtained an option to acquire ths‘fsi
Venusaur Holdings Limited. The term “related fafning &
of Enselco. At the time of Morgan Stanley’s it
would manufacture biodiesel from rapeseedga

s ¥oRers to the activities
sas intended that Enseleo
~“hiofu
Tacturgbiodiesel and does not grow

varn, Ensclco grows alternative
\S”Lomgc ocewrs in Enselco’s own
1es Enseleo leases. Morgan Stanley
" Venusawr Holdings Limited.

storage Tacilities, as well as thir

is sceking to sell its option ORth 5
4

t in oil, gas or other hydrocarbon exploration and
s and develop leases on oil, gas or other Irydrocarbons in the
federal and state waters offshore and to produce, market or sell vil,

The company is 4 mineral exploration company which planned to use its proprictary
geophysical survey technology to search for underground mineral deposits —
primarily gold. Unlike most geophysical survey companies, which are service
providers operating on a purely fee-for-service basis, the Company had planned to
negotiate equity stakes in the territory it explores (essentially using an earn-in

2

(Y) 10T

CMMODITIES Resparse o Fed raquust May 2908 conmoditics
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model, where the effort and expenses Govi expends in conducting its survey earn it
a pre-negotiated equity stake.)

No minerals have been found end Govi's technology has not yet reached
commercial stage. The company has no revenue-generating operations. Since the
anset of the global recession, the company has re-balanced its strategy away froug
greentfield projects and instead focused on technology development and potential
acquisitions of discounted assets in the mineral exp}otanun and devempmem space
The company does not own territory but used to have gquity ownership in gm“‘
—\uxtrahan W ‘Mnun had ?n.um:s to Ausmhdn e(pforatxou fenements. The ”q-gam

L LLC, Northeérn Frontier Wind,
oynty Wind

Held(‘ ™) own companies (each, 2 “‘Proiect
puatc “wind power genuai,on projects, or “windfarms.”

b

,sa! § lhe elecmf‘it\ «Ym:mm, at its mnd farm and ass ouatm

1t of e’wh Hold(‘o cmudl strieture, Vwrgan Q[ani\,
pawve w uh Morgan Stanley holding only consent rights over
Ty a(fsct ‘(hc- valut m “Morgan Stanley’s

{pmducu@n ax uw;zs acmluated dmraumoz andt \(ab%e income) and
distributable cash until a certain date upen which Morgan Stanley will have
achieved an after-tax target internal rate of return on its initial investment. The
allocation for tax items varies among the six transactions between 99 and 100% and
for distributable cash between 80 and 100%.

FRB-P5I-200417
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Upon reaching a set date, Morgan Stanley™s allocation of tax ftenrs and distributable
cash is reduced to between 4.95% and 5.0%, and remains in place for the duration of
Morgan Stanley’s investment. Each transaction is structured with the expectation
that the target infernal rate of return will be achieved approximately 10 years post
closing and has the characteristics of a financing.

o BrightSource Energy Inc.

BrightSource Encrgy, Ing, is.a Jeading designer, developer and operator of
thermal power p Solar thermal technology concenirates the heat of t
generate electricity through copventional steam or combined-cycle

omemvk pr cf wd equity iss
Company for its working capita
loan facility to provide developmeat capxtal ior §
owned subsidiary of the Company, to de
facility. Morgan Stanley has one out of

o Fom Green Fuels of Ohio

Stanley’s iri"estmwl is paas
wver certatinmajor dect
S‘ian!ey ¢ fnvestment

>tantey holding only consent rights
Sesely impact the value of Morgan

ently dey ciop ng 1ts [ St proj »ctvw:h {h& %o id
tral Ohio in Grove City, Ohio.

\ﬂg:ganﬁ n
CrouE

geothefmai fagilities and mhm' biomass pia‘»mts} as the projsot generates
Blectricity, the project owner recelves production tax credits, In addition to
Urtion tax credits, the projects will receive revenue from the sale of elecuicity,
pacity and RECs. At the time the investment was made, Morgan Sm*\ ey's role
;s structured as a passive investor with minimal contrel rights, Due

management issues, Morgan Stanley took an active role, replacing ihe mauager of
‘the facility through a consensual revision of existing management arrangements with
existing minority investors.

4

MO 3 2 nest May 2009 eovunestiiiss.activites oo
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Confidential Treatment Requested

JPMORGAN CHASE & C

Ji0 entarnto physically settled energy
Tolling™. JPM Chase is
ith respect to Energy Tolling

requesting a modification to pe
rights that are assigned to unaffi)

SUBMITTED

‘ July 5, 2011

FRB-PSI-300258
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CONFIDENTIAL TREATMENT REQUESTED

1L Introduction

By letter dated June 30, 2010 (the “Approval Letter”), the BQ
JPM Chase’s notice to engage in Energy Tolling and other complemeatary

physical commodities that JPM Chase and any ofgs
a result of Physical Comrnodity Trading (the “5% Y

Nfie 5% Limit is designed to limit JPM
i sing from ownership of physical
hat the purpose of this requirement with

3 evant power plant is uneconomical at the relevant
that Energy Tolling and Physical Commodity Trading remain
g glanve to the FHC’s financial activities.

strike price ad

connectlon with applications to engage in such activities, such complementary activities are
For FHCs that obtain appropriate Board authorization.

JPMorgan Chase & Co., 92 Federal Reserve Bulletin C57 (2006).

The Board has previously determined that Energy Tolling is a permissible complementary activ'ity
See The Royal Bank of Scotland Group pic, 94 Federal Reserve Bulletin C60 at C65 (2008) (the “RBS
Order”).

¢ See RBS Order at C65.

FRB-PSI-300259
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Confidential Treatment Requested

1L Netting of Evnergy Tolling Transactions

JPM Chase respectfully requests that the Board permit it to exclud
its calculation of the 5% Limit the value of its rights under Energy Tolling agreemen
the extent that JPM Chase has effectively assigned its rights to a power plag
energy capacity obtained under such Energy Tolling agreements to an unaft}
party. JPM Chase believes that to the extent this assignment, or re-tili
of Energy Tolling agreements assigns all relevant risks away fro;
not result in JPM Chase holding rights to receive physical co
Energy Tolling agreements should not count towards the 5%

A. Description of Re-Tolling Transactions

As part of its global commodities s N3 Chase, from time to time,
re-tolls the energy tolling rights and obligationg (th wioll )

given Energy Tolling agregmeni
. A \
receives under the re-tollingRasred

-Tolled Rights than JPM Chase agreed to pay as a capacity
iy, Tolling agreement. Alternatively, JPM Chase may choose to
'minimum available energy capacity tolled under its original

led.

FRB-PS1-300260
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Confidential Treatment Requested

B. Netting Methodology and Effect of Netting on 5% Limit

JPM Chasc proposes that the present value® of future committed
receivables from re-toll buyers with respect to Re-Tolled Rights be netted out from t
present value of future committed capacity payments under Energy Tolling¢ e
calculating the 5% Limit. In those circumstances where capacity paymems
original tolling agreement and the receivables under the re-tolling ag;
offset exactly, JPM Chase would continue to apply the dxfference i

the re- tolling agreement and forfelts its rights th W C 2y capacity, JPM Chase
would again apply the entire amount of its 8ilire comiwggted capacity payments against

value of all capacity payments ! Cuyi QT of the requested nemng
methodology was $2.355E o )
value was $2.080B on su

P Re-Tolled Rights. As discussed above, when JPM Chase re-
agreement, all rights to purchase energy or energy capacity and to

reticcted in the CDS market. CDS spreads are appropriate for discounting purposes, as they are the best
presentation of JPM Chase's pure credit risk and they are the most transparent and observable spreads
atlable in the market, JPM Chase uses the CDS spread comresponding to the tenor of the capacity
ayment obligation and the bid side of the market. JPM Chase would apply the same methodoiogy to
calculating the present value of future receivables from re-toll buyers for the purposes of nefting such
payments against capacity payments.

3.

FRB-PS1-300261
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Confidential Treatment Requested

buyer. Thereafter,-JPM Chase no longer bears the risk that producing energy at the
Energy Tolling agreement’s strike price will prove uneconomical and that the portjon of
its capacity payment offset by the re-toll buyer’s future payments will not be reco

In fact, after JPM Chase re-tolls an Energy Tolling agreeme
with respect to recovering that portion of its capacity payment that is covereX

ofp

&Y

£ complying with the limitation on acquiring equity
authority provided by the Board’s Regulation K.’

%2, it would be consistent with regulatory practice in other
2 tmg techmques to evaluate the true 1mpact of Energy Tolling and

See 12 C.F.R. Part 225 Appendix G Section 32(c)(6). The ability to net is subject to certain conditions.

& See 12 C.F.R. Part 225 Appendix E Section 5(c)(1)(ii) and (¢)(2)(ii). The ability to net is subject to the
netted positions being in identical issues of securities or indices.

? See 12 C.F.R. § 211.10@)(15)(v)(1).

4.

FRB-PS1-300262
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Confidential Treatment Requested

in connection with trading physically settled commodity derivatives. This is because, as
the Board has recognized, the risks associated with Energy Tolling are very simil
risks that physxcal energy lraders such as JPM Chase manage when they trade.'?

L Suggested Commitment Language

JPM Chase proposes amending comritment
adding the following language at its end:

defauit.”

IV.  Conclusion

g in Energy Tolling to include the present
Ereements in calculating its compliance with

1 Chase to net the value of Re-Tolled Rights
relevant Energy Tollmg agreements, as descnbed

1® As the Board stated in the RBS Order, entering into an Energy Tolling agreement as a buyer has a similar
economic effect to purchasing a call option on the electrical energy or energy capacity produced by a power
plant with a strike price based on fuel-and power prices. RBS Order at C64.

5.

FRB-PSI-300263
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Board of Governors
of the
Federal Reserve System

Responses to Requests for Additional information
Further to our submission on December 2, 2011, we have set forth below in full the questions you
provided on October 26, 2011 followed by our responses with respect to asphalt, cutter

- straight run fuel. We also provide additional information with respect to marine diesel.

1

aight run fuei is usually

ks can be priced in refation to

vide to support that a “reasonably liquid market exists” for each
plementary authority?

Bcing information below, which establish that there is a reasonably
Qese commodities.

Product Approximate Market
Barrels/Day Notes
Asphait 15,000 Liquidity is
relatively
constant

FRB-PSI-300311
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Cutter Stock 15,000 Liquidity is
relatively
constant

Straight Run Fuei 30,000 Liquidity is
relatively
constant

Marine Diesel 50,000 Liquidity is

relatively
constant

The trading volumes for these commodities were determinedRg

included in daily risk reports.

b. -if trade volume is not available,
demonstrate the market in eacilt

Straight run fuel: Pricing is marked as a differential against No.6, 3% Sulfur Fuel Oil - end of
day settiement prices published by Platts daily. All JPMC traders and midd!e office staff
{including risk managers and controllers) have access to these Platts pricing reports.

3. What information can you provide about the number of market makers who stand ready to buy
and sell asphalt, cutter stock, straight run fuel and marine diesel each day at published bid and

FRB-PSiI-300312
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offer quotations?

There are approximately 25-50 rnarket participants who actively trade on a daily basis in the
markets for asphalt, cutter stock and straight run fuel and who stand ready to buy and sell each
commodity each day.

There are approximately 10-15 rarket participants who actively trade in the market for marine
diesel and who stand ready to buy and sell each commodity each day. Active 2-way jesel
traders include Morgan Stanley, Vitol, Glencore, Trafigura and Noble.

How long would it take for JPMC to eliminate its supplies of asphalt, ¢
fuel given the trading limits that have been proposed?

d stiglight run

Product Proposed Tradin;

Asphalt 20 days

Cutter Stock 15 days

Straight Run Fuel 25 days
As demonstrated above, there & i ading@Parket in each of these commodities, and JPMC
would limit its position in e to the market. JPMC's trading limits wouid aliow
it to eliminate its posi ties in a short time frame even without offering a

FRB-PSI-300313



1871

JPMORGAN CHASE & CO.

August 16, 2012 v
Federal Reserve Bank of New York

33 Liberty Street }
New York, NY 10045

Attention: Mr. Ivan Hurwitz

Dear Mr. Hurwitz:

As part of the transaction in whigh |PM@%n Cha®¥& Co. (“JPMC™) acquired
the RBS Sempra commodities busing®FI gL aira@¥ienry Bath & Son Limited

Kathieen A. Juhase
Sr. Vice President & Assaciate Genaral Counset
Legat and Coemptliance Depariment

expired on July 1, 28
requesting an acd@i

¥ year extension of such period. Based on subsequent
¥, JPMC is submitting this revised extension request letter

Md concems proprictary JPMC data. Disclosure could cause substantial injury
1w¥e competitive position of JPMC and its affiliates mceting the substantial competitive
haffh tests set down in judicial interpretations of the Act.

JPMorgan Chasie & Co, » 270 Park Avenue, 38™ Fioar, New York, NY 10017

Telephone: 212 270 5907 « Facsimile: 212 270 2873
juhase_kathleen@jprmorgan.com

# 90516983
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- We appreciate your attention to this grandfathering request and are available to
answer any questions you have as you consider this request. Please direct questions
relating to this request to Mark Lenczowski at (212) 648-0285 or Kathleen Juhase at
(212) 270-3907.

Very truly yours,

Fisttono s

Ce.  Dianne Dobbeck
Michael Waldron

FRB-PSI-300359
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2010 CA QUARTERLY SUMMARY
Global Commodities Group

3rd Quarter
LEVEL 1 investment Bank AMT Hurst, Pat i
LEVEL 2 [clale] AMT DIRECT Yormack, Ellen E.
QUARTER 3 STATUS Approved _
‘UMMARY OF ACTIV!TIES

Chawla Ogura}, CFO (Hmes Burke, Sunderman, Chakravam) Techno!
Sto\te Moss, Howie, Reeves), Operations {Ambrecht, Bell, Coignard,
(Bames) to understand key business projects and strategies to adag
‘conditions and manage PAL volatility, control issues, new businesd
implementations and changes.

Fommodwtles BCCs.
Key attendees include head of desk, head of operatlo : £0, business managers,
comphance iegal, credit and market risk represeni A ms discussed inciude:

e = Redacted by thé Permanent
Subcommittee ¢n Investigations

RBS-Sempra Acquisition:

M¥ ciuding strategic operating model, system migrations,
rough continuous auditing process.

uar\er inresponse to changes in US regulations, it was announced that comemodities prop!
be stopped and the desk split up. The traders were put at risk and the head of desk Ray:

rApprcved

Giobat Physical LNG [Risk Rating: 1} - approved on 16 July 2010;
China Wholly Foreign Owned Entity (WFOE} NBIA [Asia; Risk Rating: 2] - approved on 14
September 2010;

New York Gold Vault recommissioning NBIA [Asia, Risk Rating: 2] approved on 31 August
2010.
Singapore Goid Vault NBIA [Asia, Risk Rating: 2] - approved on 22 September 2010.

NBiAs in pipefine:

i Electronic Market Making {Risk Rating: 2] - to offer precious metals, index products, crude oit

FRB-PSI-300645
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QOTC look-alike swaps and new product functionality over a variety of Electronic platforms and {o
enhance Exchange Traded Funds Arbitrage opportunities. Electronic Market Making is currently
conducting a pilot of this initiative by trading spot gotd;

Grain {nventary Financing [Asia/Americas, Risk Rating: 2] - to provide an inventory finance
solution for harvested wheat that is stored in independent third party storage facilities. The finance
is fo be provided via Repo transaction for a maximum tenor of 9 months;

Trading Source {PLC) ETCs [EMEA, Risk Rating: 3] - to estabisih JPM as an authorised
participant for source ETCs. The NBIA has been completed and circulated for approval;
GCG Thailand onshore commodities booking [Asia/EMEA, Risk Rating: 3] - to expand
capability and customer base in Thailand. The business is proposing fo leverage the Kapltal
infrastructure which will allow onshore booking of commodity derivatives produc
underlyers;

Korea On-Shore Marketing {Asia, Risk Rating: 3] - to establish on-shore Sales a w

activities of OTC commodities in Korea;
Korea LME Brokerage JAsta, Risk Rating: 3] - new business in connggctiolgith migi
h-RBSS/LME brokerage business info JPMSFE. i

azbn of the

Redacted By

Permanent Subcommittee on Investigations
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Page(s)
Redacted By The
Permanent Subcommittee
on Investigations
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CONFIDENTIAL TREATMENT REQUESTED

NOTICE V
’ to the v
BOARD OF GOVERNORS O
FEDERAL RESERVE §
by %

s amended, and

12 C.F.R. § 225.89

Submitted

June 8, 2011

SCH2427275.5
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NOTICE
to the
BOARD OF GOVERNORS OF THE
FEDERAL RESERVE SYSTEM

by
JPMORGAN CHASE & CO. \

June 8, 2011

INDE

Page

ve Sygtem by JPMorgan Chase & Co.
any Act of 1956, as amended,

Notice to the Board of Governors of the Fe
Pursuant to Section 4(k)(1)(B) of the
and 12 C.F.R. § 225.89 )

Confidential Annexes

DC_LANOI:261899.1
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CONFIDENTIAL TREATMENT REQUESTED

NOTICE
to the
BOARD OF GOVERNORS OF THE FEDERAL RESERVE SY.
(the “Board”)
by

JPMORGAN CHASE & C

® Son Limited (“Henry Bath”). JPM Chase
wmes m reliance on Sectxon 225.85(a)(3) of

ivities if the financial holding company conforms, terminates,
ctivities within two years of the date of acquisition. ' PM

& to the public that outweigh possibXe adverse effects. Accordingly, JPM
xectfully requests the Board’s approval under Section 225.89 of the Board’s
i Y to engage in LME Warehousing as an activity complementary to financial

SC12427275.5
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CONFIDENTIAL TREATMENT REQUESTED

L Background
A. JPMorgan Chase & Co.

JPM Chase is a financial holding company engaged primarily in banking,
investment banking and asset management. Its lead subsidiary bank, JPMorgan Ch
Bank, N.A. (“JPMCB"), is a national bank chartered by the Office of the C of
the Currency (the “OCC™) that offers a wide range of retail and whoSgle ba
services to its customers, both domestically and international

JPMCB is one of the world’s leading derggtives de: including

commodity derivatives. JPMCB engages in fina

Missions assets. As a resuft of the acquisition, JPM Chase significantly increased
e number of corporate clients to whom its commodities business provides services and

further expanded the geographic reach of this business. In connection with this

SCH:2427275.5
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CONFIDENTIAL TREATMENT REQUESTED

transaction, JPM Chase recently received approval of the Board to engage in energy
tolling and energy management activities as complementary to financial activities.'
The global metals business acquired by JPM Chase from RBS Sempra

Commodities included Henry Bath, a UK. company that is one of the largest operaf

become a direct subsidiarv of IPMVEC.

C. The London Metal Exchange

and as a sgarce of material in times of extreme shortage. However, only a very small

See Letter to Kathryn V. McCulloch, Esg., dated June 30, 2010.

JPM Chase acquired RBS Sempra Commodities’ global oil, global metals, global coal, Eurepean
power and gas, and non-U.S. emissions assets in refiance on Section 225.85(aX3) of Regulation Y,
which aflows a financial holding company to acquire a company engaged in limited nonfinancial
activities if the financial holding company conforms, terminates, or divests the nonfinancial
activities within two years of the date of acquisition. Because Henry Bath was acquired as part of
this transaction, JPM Chase currently holds Henry Bath in reliance on this exception.

3-

SC12427275.5
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percentage of trades on the LME result in physical delivery, as most organizations use the
LME for hedging purposes. Nonetheless, the small percentage of trades that do result in
delivery play a vital role in creating price convergence. The LME’s physical delivery
mechanism allows metal bought or sold at the underlying physical market price to b
delivered to or from the LME métal contracts, thereby presenting an arbitraj

opportunity and an efficient mechanism in establishing price convgrg betVgaen the

underlying physical metal price and the LME price. The L o publis] obal

stock report of all metals daily, showing opening stock, ipts in, degveries out, closing

U

stock and cancelled stock (stock scheduled for deiiiyemagut) ogathe previous 24-hour

ipment of materials. The LME has a formal policy and

selection of new delivery points.

Every conunodities contract traded on the LME is subject to a number of
onatuons imposed by the exchange, including the following. First, every contract traded
n the LME must be with respect to metals approved by the LME and conform to a range
of specifications as to quality, shape, and weight. Second, every contract that is not later
offset by a corresponding opposite sale or purchase of an LME contract, for the same
commodity for the same delivery date, is required to be settled by physical delivery on

4.
SC1:2427275.5
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CONFIDENTIAL TREATMENT REQUESTED

the date specified in the contract. Finally, contracts must allow for satisfaction of the
delivery obligation under the contract by transfer of an LME warehouse-issued “warrant”

(an “LME Warrant™).

LME warehouses are critical to the functioning of the LME. When a

[ cation and operation of LME warehouses.
Pished, the LME will consider whether the

t consumption for the particular metal that would be
gwhether the location is, or is reasonably capable of

gy logistically sound trading hub for the passage of the metal on to

s fiscal (bonded storage), legal and regulatory requirements, and whether the

arehouse might be in a jurisdiction prone to corruption >

3 See London Metal Exchange, LME Policy and Guidelines Regarding the Approval of Good
Delivery Points (Sept. 2, 2009).

-5-
5C1:2427275.5
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CONFIDENTIAL TREATMENT REQUESTED

Each LME warehouse must enter into an agreement with the LME that
subjects it to rules regarding warehousing practices, reporting requirements, and
monitoring, and each LME warehouse is subject to disciplinary actions by the LME in

the event of a breach of its obligations. An LME warehouse is permitted to accept

deposit only metals meeting the LME’s approved specifications and that ha

inspected by the LME-approved warehouse for compliance with

ommodities serves as a measure of supply and demand for the commodities and the
. -, .
articular local markets. The LME prohibits LME warehouse companies and their

employees from engaging in commodities trading activities and imposes confidentiality

PricewaterhouseCoopers is the current independent auditor of Henry Bath for LME purposes.

6-
SC1:2427275.5
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obligations on the handling and preparation of stock level data and other price-sensitive
information.
The LME requires that LME warehouse companies maintain “firewalls”

between the LME warehouse business and tréding businesses of affiliated companie:

The LME monitors LME warehouse companies that have affiliates to ensur

firewall policies are adequate to maintain the confidentiality of thigi

achs acquired Metro in February 2010, Trafigura, a commodities

RNEMS in March 2010, and Glencore International, a commodities trader,

Henry Bath

As noted above, JPM Chase acquired Henry Bath as part of the RBS
Sempra transaction. Henry Bath is a company registered in the United Kingdom that is
approved and licensed by the LME to operate warehouses to store the following

commuodities traded on the LME: copper, aluminum, aluminum alloy, nickel, tin, lead,

-
SCH:24272758.5
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CONFIDENTIAL TREATMENT REQUESTED

zinc and steel billet. Henry Bath operates 80 LME warehouses across 17 locations
worldwide, including in the United Kingdom, Europe, the Middie East, Asia, and the

United States.

Henry Bath does not own any warehouse facilities and does not contr

any company that owns warehouse facilities. All Henry Bath warehouse faQ&iie s

AN@ED %ber 31,¥2010, the LME warehouses of Henry Bath held

00 ‘ric tons of LME metals on LME Warrants worldwide, and in
es of Henry Bath held approximately 312,000 metric tons of

arrants, making it one of the largest LME metals warehousers in the

fes. Worldwide, Henry Bath warehouses held approximately 8% of all metals

torcd on LME Warrants as of the same date.

s Specifically, one of Henry Bath’s three U.S. LME warehouse locations (Baltimore) is managed
directly by Henry Bath, and three of Henry Bath’s thirteen non-U.S. LME warehouse Jocations
(Liverpool, Rotterdam and Singapore) have warehouses directty managed by Henry Bath.

-8
SCH2427275.5
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Henry Bath’s core business is the operation of LME Warehousing. In
addition to its LME warehouses, Henry Bath operates a limited number of warehouses

licensed by NYSE Liffe (“Liffe”) or IntercontinentalExchange (“/CE™), each a

commodities exchange, for the storage of coffee and cocoa on exchange-traded bear:

with respect to these commodities as does the operation§

Henry Bath’s 40 warehouses that are licensed forgg

nlafy for operators of LME warehouses to provide storage for

on warrant as an accommodation to customers, and Henry Bath does so

nouse that are not subject to an LME Warrant at the time they are deposited. The
ustomer may later instruct Henry Bath to issue a warrant with respect to any such metals

that conform to exchange requircments.®

Commodities stored at Henry Bath warehouses that are nat subject to a warrant may or may not
conform to exchange requirements.

-9
S§C1:2427275.%
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All but two Henry Bath warehouses are licensed by the LME or another
exchange. At those two remaining warehouses, Henry Bath provides warehousing only
for metals not stored on warrant.” Storage of off-warrant metals is completely ancillary
to LME Warehousing in that Henry Bath will store off-warrant metals only with the
expectation that those metals will go on warrant. Henry Bath does not stor

deliverable metal brands.

yners in connection with commodities delivered to or from Henry Bath

The two Henry Bath warehouses that are not licensed by the LME were apened in Shanghai in
anticipation of being licensed. These warehouses were not licensed because of a policy decision
taken by Chinese regulatory authorities to not permit exchange-approved warehouses to be
established in China by non-Chinese exchanges. Nonetheless, these two warehouses store only
LME-registered brands of copper and other LME-registered metals and very small amounts of
non-LME brands of such metals. Depending on market conditions, metals stored at these
warehouses may eventually be shipped to LME-licensed Henry Bath warehouse locations in South
Korea and Singapore for storage on warrant.

-10-
5C12427275.5
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warehouses and support Henry Bath’s core business of LME Warehousing.! Revenues
from ancillary shipping-related services constitute less than 5% of Henry Bath’s annual
gross revenues.

As of December 31, 2010, Henry Bath employed a total of 64 perma

~ and 43 temporary employees worldwide. A list of Henry Bath's current L e

Henry Bath employees or a third-party warehouse oper:

Annex A to this notice.

Bath a¥a separate company with its own dedicated

hees, separately managed and operated from JPM Chase and its
eover, JPM Chase will continue to operate Henry Bath in
Rl he regulations of the LME, including in particular the relevant LME

#ulations and guidelines.

For example, Henry Bath will arrange for the transfer of goods from a vessel at the discharge port
to the Henry Bath warehouse, trucking or raiting of goods from the warehouse to a destination
specified by the warchouse client, and, in some cases, the shipment of goods by sea container from
a Henry Bath warehouse through to a final destination. In all instances, the actual shipping of
goods is accomplished by a third party under contract between the customer and the transportation
company or-under subcontract between Henry Bath and the transportation company.

-11-
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II. Discussion

A, Identify and define the proposed complementary activity, specifically
describing what the activity would involve and how the activity would
be conducted. (Section 225.89(a)(1))

JPM Chase proposes to engage, through its indirect subsidiary, Henr'

Bath, in LME Warehousing. As discussed more fully in Part I, LME Ware!
operation of warehouses approved and licensed by the LME for the e 0
traded commodities. The operation of LME warehouses enc sses the g

essential activities:

ts of LME-traded
d charges rents for
lot remains on deposit at the

. The LME warehouse com|
commodities for deposigat
such period of time
warehouse.

odities for deposit, the LME
Warrants certifying the existence

J hi »roposes to engage in the following activities ancillary to
e ing ME Walthousing:

Operating warehouses licensed by Liffe and ICE for storage of
cocoa and coffee on warrant;

. Providing limited storage for metals not on warrant in anticipation
of those commodities becorning on warrant; and

. Assisting customers in arranging transportation and logistical
services provided by third parties.

The LME Warehousing business of Henry Bath is further described in

Part I.D of this notice.

-12-
SCH:2427275.5

FRB-PSI1-300993



1890

CONFIDENTIAL TREATMENT REQUESTED

B. Identify the financial activity for which the proposed activity would be
complementary and provide detailed information sufficient to support
a finding that the proposed activity should be considered
complementary to the identified financial activity. (Section
225.89%(a)(2))

i Description of the Existing Business

JPM Chase proposes to engage in LME Warehousing as a ¢

its current trading activities in commodity derivatives contracts bage;

for a wide range of commodities and currently engages,
and JPMVEC, in the financial activities of tradin

based on nonfinancial assets.

T 10 &ge expwsure arising from other permissible banking activities

Of JPM Chase’s financially settled and physically seitled commodities
ansactions in base metals, 95% of such transactions have underliers that are traded on

!/ the LME. The efficient operation of the LME and the price discovery function supported

The Existing Business conforms to the requirements of Section 225.28(b)(8)(ii)(B) of the Board’s
Regulation Y,

13-
5CH2427275.5
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by LME warehouses are critical to JPM Chase’s commodities business, including both its
financially and physically settied commodities businesses, Furthermore, 75% of JPM
Chase’s commodities transactions in base metals, both financially and physically settled,
are executed on the LME. Of such transactions executed on the LME, all are in
commodities of the type stored at Henry Bath LME warehouses.

Similarly, all of JPM Chase’s transactions in coffe:

underliers that are traded on Liffe or ICE. The efficient ope; of Liffe and
the price discovery function supported by warehouses iif
critical to JPM Chase’s commadities business. F 50% of JPM Chase’s
commodities transactions in coffee and cogglfare exc®Qed on either Liffe or ICE. Of

such transactions executed on these exciNgge are ig commodities of the type stored

relevant legisiative history.

n-Leach-Bliley Act (the “GLB A«:r”)'0 amended the BHC Act to

expan issible activities in which bank holding companies may engage.

Sank in panies that elect to be treated as financial holding companies may
engage in}®) activities that are financial in nature, (ii) activities that are incidental to a

a1 activity, and (iii) activities that are “complementary to a financial activity and
0 not pose ‘a substantial risk to lhé safety or soundness ;)f depository institutions or the

financial system generally"’”

e Gramm-Leach-Bliley Act, 99 Pub, L. No. 106-102, 113 Stat. 1338 (Nov. 12, 1999).

u 12U.8.C. § 18430)(1).

-14-
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The plain meaning of Section 4(k)(1)(B) supports a broad construction of
the clause and a finding that LME Warehousing qualifies as complementary to JPM -
Chase’s financial activities. The adjective “complementary,” as defined in the Concise
Oxford English Dictionary, means “combining in such a way as to form a complete

whole or to enhance each other'* Therefore, in order for one activity to bl

notice, LME Warehousing supports the price delivery fi

proper functioning of the market for contracts ba:

and nonfinancial’ 'passing e GLB Act, Congress recognized that this

represented a xpansion” from previous standards,'* and Congress included
P

Section ifically to provide additional flexibility in the bill’s list of

CONCISE OXFORD ENGLISH DICTIONARY 292 (Catherine Sloanes & Angus Stevenson eds., 11th
ed. 2004) (emphasis added).

1 See 12 U.S.C. § 1843(kX1).

" H.R. Rep. NO, 106-434, at 153, as reprinted in 1999 U.S.C.C.AN. at 248,

-15-
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permissible activities of financial holding companies.15 Even members of Congress who
opposed the inclusion of this provision in the GLB Act recognized its breadth.'®
Not only is Section 4(k)(1)(B) broad and flexible, but it was a carefully

considered compromise through which Congress intended to permit financial holdin

companies to engage in limited commercial activities, Testimony that Con,

regarding Section 4(k)(1)(B) recognized the importance of granti

recognized that some of these services would be commeiy ivit R LME

Warehousing is an example of a commercial acti

and Financial Services, U.S. House of Representatives, 106th Cong. 17 (1999)
fter Howuse Hearings].

NS, REWNO. 106-44, ar 75 (1999) (additional views of Senators Sarbanes, Dodd, Kesry,
iE®on, Reed, Schumer, Bayh, and Edwards). These Senators stated that as compared to
Fental activities, “the reported biil goes even further by authorizing holding companies to
@age in activities that are complementary,” and noted such activities would likely be
commercial in nature.

House Hearings, supra note 15, at 319 (statement of Roy J. Zuckerberg, Chairman, Securities
Industry Association).

For instance, Representative Merrilt Cook, member of the Committee, stated that H.R.10 “givles]
the Fed the authority to permit commercial activity that is either incidental or complementary to
banking.” Id. at 132.

2 See id at 17,24.

.16~
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required to make two activities complementary to each other. Moreover, Congress did
not limit the types of activities that may be found to be complementary to financial
activities nor did it restrict the scope of permissible financial activities that a proposed

activity may enhance and thus be found complementary to. Consistent with these

principles, the Board has recognized in its orders approving activities as co

that the only statutory limitation on the complementary authority

0 See Citigroup Inc., 89 Fed. Res. Bull, 508, 509 (2003} {hereinafter Citigroup Qrder] (“The only
timitations on this complementary authority are that, in addition to finding a connection between
the nonfinancial activity and a financial activity conducted by the FHC, the Board must determine
that the nonfinancial activity does not pose unacceptable risks to the safety and soundness of the
'FHC, its subsidiary depository institutions, or the U.S. financial system.”).

& 65 Fed. Reg. 80,384, 80,385 (Dec. 21, 2000) (notice of proposed rule).

17-
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complements the financial activity.” The Board has recognized that the purpose of
Section 4(k)(1)(B) is to permit financial holding companies to engage in activities that
are commercial in nature.”> Moreover, the Board has stated that a broad range of

relationships or connections between a proposed activity and a financial activity ma

support a determination that the proposed activity is complementary.* Suc
determination will depend on “the nature of the activity and the legel

activity.”?

fall within the clause, including physical ¢ itie gy % disease management and

mail-order pharmacy services,”’ energy 28 and energy tolling.29

. Bull. C57 (2005) fhereinafter JPMorgan Order]; Dentsche Bank AG, 92 Fed. Res.
005); Sociésé Générale, 92 Fed. Res. Bull. C113 (2006).

Felipoint, inc., 93 Fed. Res. Bull. C133 (2007) [hereinafter Wellpoint Order}. The FDIC
[P cd the Board for a determination of whether the proposed activities were permissible
nonbanking activities for a financial holding company.

See Fortis S.A/N.V., 94 Fed. Res. Buil. C20 (2008). “Energy management services” include
acting as a financial intermediary for power plant owners and advising the owners in developing
risk management plans. The Board concluded these activities complement the financial activities
of commodity derivatives activities and derivatives advisory activities.

» See Royal Bank of Scotland Group, Plc, 94 Fed. Res. Buli, C60 (2008) {hereinafter RBS Order}.
Under an energy tolling agreement, the financial holding company, as the toller, pays a power
plant owner a fixed payment in exchange for the right ta buy all or part of the plant’s output.

-18-
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The Board’s broad application of Section 4(k)(1)}(B) is evidenced by the Board’s
determination that it is permissible for a financial holding company to provide
information on treatment options to insurance plan members, coordinate a member’s
access to health services, provide heaith screenings, operate a toll-free “Nurse Line™
respond to questions about conditions or injuries, help plan members devel

personalized health plans, and fill prescriptions.”® As is evident inghi ge O

variety of factors that have supported its determinations construed Section
4(k)(1)(B) consistently with the broad meaning tiimeaes m its plain meaning and

the relevant legislative history.

nd steel billet. Those transactions are ofter, if not always, priced by reference to LME

prices on the commodity in question. Even though few LME transactions are physically

settled, every LME contract must be capable of physical settlement and LME contracts

* See Wellpoint Order, supranote 27, at C133.

-19-
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must allow for satisfaction of the delivery obligation by transfer of an LME Warrant. In
fact, some LME transactions do settle physically. The fact that all LME transactions are
capable of physical settlement through delivery of an LME Warrant is critical to ensuring
that the price of an LME contract on its delivery date correlates to actual spot marke
prices for the relevant commodity. In order for contracts to be capable of pi

settlement, there must be a ready supply of the commaodity in storgge can ade

available for delivery. The LME’s network of warchouses ¢ he a¥equate
storage capacity for that purpose. By providing LME Bath helps
ensure the supply of that capacity and, therefore, ioning of the market for

5 tradingYequirements, These customers may enter into

ities transactions with either JPM Chase or other commodities

archousing of physically settied commodities. By operating LME warehouses, JPM
hase can help ensure that its custoners (and others) have access to warehouses for
storage when they engage in LME transactions as part of their commodities trading and
hedging activities. As of December 31, 2010, approximately 75% of the commodities
currently stored at Henry Bath warehouses were commodities owned by JPM Chase or

-20-
SCL2427275.3

FRB-PSI-301001



1898

s == Redacted by the Permanent
Subcommiitee on Investigitions
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clients of JPM Chase.*! All commodities owned by JPM Chase and stored at Henry Bath

warehouses are held by JPMCB to hedge customer-driven transactions.

C. Describe the scope and relative size of the proposed activity, as
measured by the percentage of the projected financial holding
company revenues expected to be derived from and assets associa
with conducting the activity. (Secrion 225.89(2)(3))

repeentonal risks; and information systems and technology risks. Therefore, the
peration of LME warehouses does not present different risks to the safety and soundness

of JPM Chase’s depository institution subsidiaries, JPM Chase or the financial system

3 Consistent with LME rules, Henry Bath does not provide JPM Chase or its clients with greater
access to LME warehouse storage capacity or better terms than it provides to other parties.

21
5C1:2427275.5
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CONFIDENTIAL TREATMENT REQUESTED

generally than the financial activities in which JPM Chase engages outside of Henry
Bath.

Henry Bath has in place policies and procedures designed to ensure that it
operates each of its LME warehouses in such a manner so as to mitigate the risks
presented by this activity and to ensure that it operates each warehouse in ¢

with laws and LME regulations. For a list of the policies and proggds CUTTH

maintained by Henry Bath to mitigate these risks, see Confi
and for a matrix of categories of risks presented by LM
which Henry Bath mitigates these risks in additi

Confidential Annex C.

reased or unfair competition, or other risks, that
ng the activity could raise, and explain the measures the
financial holding company proposes to take to address those potential
ects. (Section 225,89(a)(5))

The potential adverse effects associated with the LME Warehousing

e minimal and can be mitigated by JPM Chase’s existing control and risk
anagement infrastructure.

Competition. The proposal should have no adverse effect on competition
because JPM Chase did not engage in LME Warehousing prior to the acquisition of
Henry Bath. Although JPM Chase operates gold vaults, such business is not in

224
SC1:2427275.5
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CONFIDENTIAL TREATMENT REQUESTED

competition with LME Warehousing because the LME does not list contracts on precious
metals. The entry by JPM Chase in this new line of business thus will not have an

adverse effect on competition.

Conflicts of Interest. Like all LME warehouses, Henry Bath is subje

separate companies with independent management and %y

rules regarding price-sensitive information, inclug{is

warehouse fairly, in,

appearance of faWegtis CE impose similar regulations with respect to Liffe-

aretgyses. JPM Chase has adopted a Chinese Wall and
r Henry Bath that governs interactions between JPM Chase

enry Bath employees. A copy of this policy is included as Confidential

Describe the potential benefits to the public, such as greater
convenience, increased competition, or gains in efficiency, that the
proposal reasonably can be expected to produce. (Section
225.89(a)(6))

The Complementary Activities should provide benefits to the public by

helping to ensure that there is adequate storage capacity for LME commodities as well as

-23-
SC1:2427275.5
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CONFIDENTIAL TREATMENT REQUESTED

other exchange-traded commodities. Adequate storage capacity is critical to an
exchange’s price discovery function, as discussed above, and ensuring that this price
discovery function continues to operate efficiently will benefit the public by providing an
efficient and accurate mechanism for market participants to price commodities trade
the exchange. This function is critical to both the commodities trading mar as
producers and consumers of commodities.

As a participant in the metals derivatives mag M Chas

particular interest in ensuring an adequate supply of L arehoust acity. By

operating Henry Bath, JPM Chase can help ensu

an be found in its 2010 Annual Report, filed with the Securities and Exchange
ommission (the “SEC”) and available tméugh the SEC’s website. ”
L Conciusion
For the reasons set forth above, JPM Chase believes that the manner in
which it would conduct LME Warehousing is fully consistent with the standards of
-24-

SCH2427275.5
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CONFIDENTIAL TREATMENT REQUESTED

Section 4(k)(1)(B) of the BHC Act for a complementary activity and would not pose a
risk to the safety and soundness of any depository institutions or the financial system in
general. Therefore, the Company respectfully requests that the Board exercise its

discretionary authority to authorize JPM Chase to engage in LME Warehousing as a

complementary activity to its commodities derivatives activities based on n Y
commodities. &

.25
SC1:2427275.5
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Confidential Annex E V
Chinese Wall and Confidentiality Policy v
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é
<§<’

N
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CONFIDENTIAL TREATMENT REQUESTED

2] HENRY BATH

Chinese Walls Pﬁ&y\

Managing the relatio mMications with the trading

p and cl
coNaany corections.
%

3 enry Bath operations.

raemte Robinson — Group Regulatory and Risk Manager
January 2011

Graham Hawkins — Group General Manager
Paul Wynne - Group General Manager

28 February 2011

Next review date 28 February 2012

FRB-PS}-301038
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CONFIDENTIAL TREATMENT REQUESTED

Contents

Managing the relationship and sommunications with the trading company connections. ... 1
This policy appiies to all Henry Bath operations. | 1
Purpose and background 1
Policy govemance and scope 1

LME reguirement

Group Process - The Chinese Watls Policy....

Meetings with JP Morgan

Meetings with other LME or other exchange participants

Access to information ...,

Access to Premises.............

Quarterly declarations

Compliance review.

fdentification of breach of policy .........ccooecereees

Appendix — JP Morgan's Chinese Walls policy for mal th relationship ..o B

FRB-PSI1-301039
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CONFIDENTIAL TREATMENT REQUESTED

Purpose and background

The relationship between JP Morgan and the Henry Bath Group (“the Group") needs to be carefully
managed to ensure compliance with London Metal Exchange’s (*LME") / Financial Services Authority
{"FSA") rules regarding warehouse company refationships with trading companies.

These rules exist to maintain a fair and competitive market within the exchange.

The LME is specifically concerned with the sharing of information between the Group and the pageat
trading company. This could include:

+ Total or third party stock levels;
«  Customer information;

« Commercial relationships between customers and the Group; and

+  Stock movements.

1t is not practical or appropriate for Group management to be entirely segr: from the parent's

senior management team given our organisational structure.

versa. i is the management

designed to address.

r authorities may enforce

FRB-PSI-301040
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CONFIDENTIAL TREATMENT REQUESTED

LME requirements

The Chinese Walls policy is designed to address the obligations of the Group under clause 1.5.2 of the
Warehouse Agreement:

A Warehouse may not deal directly or indirectly in Contracts, and shali abserve such other requirements
contained in any Exchange nolice relating fo the separation of Warehouses from Members and the
maintenance of confidentiality in respect of price sensitive and customer confidential information.

The Group must ensure that:

«  There is no material interest in any profits arising from trading activity by the pagent com

teams.

FRB-PSI-301041
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CONFIDENTIAL TREATMENT REQUESTED

Group Process - The Chinese Walls Policy
Meetings with JP Morgan

This policy is not intended to prevent any meetings being held with any of the JP Morgan (*JPM"} group
of companies. These are essential for the success of the wider JPM / Henry Bath Group.

Whenever any meeting or visit is planned with JPM, particutars of the meeting / visit need to be

documented:
«  Date; .
«  Who met;
»  Purpose of meeting; and

s  Location of meeting {i.2. HB office, JPM office, other location).

These details must be logged in the Chinese Walls declarations spreads that are m ined and

distributed by the Group Regulatory and Risk Manager each gt

Approvals

Meetings and visits between Group and JPM staff g&& uthorised in advance of

* Al visits to JPM ofgts Sl ol pre-authorisation from the Group Reguiatory and
Risk Manager 28 the Group

graeme robinson@benrybath.com

Group General Managers aul.wynne@henrybath.com
’ graham.hawkins@bhenrybath.com
JPM's EMEA GCG Compliance chris savage@ipmchase.com

FRB-PSI-301042
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CONFIDENTIAL TREATMENT REQUESTED

Group staff attending JPM site/event

4. Obtain pre-approval from the Group Regutatory and Risk Manager through emaif to
araeme. robinson@henrybath.comn (including details as listed above)

2. The Group Regulatory and Risk Manager will pre-approve and gain final approvat from the
Group General Managers

if the request is made by the Group General Managers, the Group Regulatory and Risk
Manager will be the final approver. For all other staff, the Group General Managers wit e a
secondary approval.

The Group General Manegers will cc all approvals to the DL HB ChineseWalls,email
distribution list.

3. The Group Regutatory and Risk Manager will list the meeting/visitfeve; [alis
spreadsheet
4. D all mercial i using an agenda or mifgate appropriate.

JPM staff / contractors attending HB site/event

1.

secondary approval,

The Group General

Fher stock levels);

¢ Commodity detailed stock movements (deliveries in and out — planned and actual};
» Customer ownership / fransactions; or

«  Customer details.

This indudes communications via meetings in person, report, telephone, fax or email.

FRB-PS1-301043
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CONFIDENTIAL TREATMENT REQUESTED

Meetiﬁgs between HB and JPM staff {for commercial reasons}

Any meetings between HB and JPM staff (for commercial reasons) are required to be documented (an
agenda or minutes as appropriate) and, if necessary, have a Legal or Compliance staff member present.

Confidentiality policies remain in piace for both parlies.

Telephone or other efectronic communications should be restricted to commercial matters only (i.e. one
party being the client of the other). Both the calf and receiver should ensure where non commercial
matters are discussed, a file note or evidence concerning the nature of the calf is retained.

Non-commercial meetings / visits with JPM

Officer,

Henry Bath Board meetings

End competition within the exchange, there should be no actuai or
ntial information or market/price sensitive data with any LME or other

rirRee Group's Competitor ion Policy and jance with US Anti-
Rting non-competitive and carte! behaviours.

in the Chinese Walls spreadsheef.

Access to information
fnformation security is essential to ensuring compliance with this policy.
Hard copy information

You must ensure that your desk is clear of all ‘confidential’ information {as described above), specifically
during any visits from JP Morgan or other LME participants.

FRB-PSI-301044
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CONFIDENTIAL TREATMENT REQUESTED

This also includes information that you take to their site or other meeting location, Care must be taken

to ensure that there is no opportunity for this information to be shared with, or accessed by, them,
Electronic information

‘The Group has strong infommation access security controls to ensure that no members of the JPM
trading teams are able to access our systems and networks. Additional care needs to be taken when
you communicate with these teams via email — please take extra care over email content and

recipient email addresses,
if you believe that you have accidentally sent an email fo somebody to the wrong recipient, you
«  Attempt to recalt the email immediately within Qutiook; and

+  Advise Graeme Robinson and/or Paul Wynne/Graham Hawkins immedi
Access to Premises

Locations

focations,

Access to offices / warehouses

warehouses.

JP Morgan visitors

in advance of any visit

Compliance.

¥are whilst walking around the warehouse —i.e. not sharing any information regarding

ownership, contract details etc. of the material in store; and
»  Ensuring that you do not deviate from the approved agenda detailed in the original approval.

Whenever any visits are planned (in either direction), they must be authorised per the above process
and the Group Regutatory and Risk Manager must record in the declarations spreadsheet.

There should be no ‘ad-hac’,

the parties in any of the locations.

FRB-PSI-301045
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CONFIDENTIAL TREATMENT REQUESTED

Access to warehouses by any visitor
Access 1o warehouses needs to be carefully managed.

This is standard practice for ali customers — no customers shouid be given access as there is scope for
them fo appreciate material volurnes and movements which can ultimately impact upon trading prices
and activity,

All visits to HB offices and warehouse sites must be authorised per the aforementioned process.

Quarterly declarations

Each quarter, the Group Regulatory and Risk Manager wili submit a Chinese Wails Dex tion to f
Legal Counsei / EMEA GCG Compliance team in London.

Compliance review

The Group wil be subject to regular audit review from JPM and/or the L]

related body) to demonstrate our compliance and transparency.

tdentification of breach of policy

FRB-PSI-301046
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CONFIDENTIAL TREATMENT REQUESTED

Appendix — JP Morgan’s Chinese Walls policy for
managing the Henry Bath relationship

Included for information and context.

FRB-PSI-301047
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CONFIDENTIAL TREATMENT REQUESTED

ADDITIONS TO CHINESE WALL AND CONFIDENTIALITY POLICY FOR HENRY BATH

INTRODUCTION AND BACKGROUND TO POLICY

Henry Bath (HB) acts as an independent LME warehouse holding third party and

policy as well as the general JPM group policies on Marke!

Confidentiality.

FRB-PSI-301048
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CONFIDENTIAL TREATMENT REQUESTED

POLICY

We need to ensure we have implemented a policy, which complies with JPM group

requirements, enforces any Market Abuse requirements, preserves confidentiality of

other warehouse users but still allows JPMCB, JPMSL or their staff (JPM Staff) to m

with HB staff to discuss commercial activities between the two.

The following represents specific additional requirements to the exi Hen th

Ehd receiver should ensure where non commercial matters are discussed a

cgfifte or evidence concerning the nature of the call is retained.

Bgghaches of this policy may resuit in Disciplinary action and notification to the LME and

A,

Nothing in this policy is intended to restrict any JPM Staff who are officers of HB from

acting in their capacity of officers of HB.

EMEA Compliance “JAN 2011

Page 2

FRB-PSI-301049
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JPMorgan |

August 7, 2012

Confidential Treatmeént Requested

fvan J, Hurwitz

Vice President, Bank Applications
Federal Reserve Bank of New York
33 Maiden Lane

New York, NY 10045

Re: Notice Regarding Application for Relief in ConnectyIReN,

Dear Mr. Hurwitz:

Governors of the Federal Reserva Sy; Sl proviie relief from a commitment JPMC
q g¥ity trading activities. Please contact me at

Sincerely,
Mok ‘

Mark Lenczo

FRB-PSI-301056
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JPMORGAN CHASE & Co.

June 29,2012 v :
Federal Reserve Bank of New York

33 Liberty Street «
New York, NY 10045

Attention: Mr. Ivan Hurwitz

Dear Mr, Hurwitz;

As part of the transaction in whig Ch Co. (*JPMC™) acquired

Kathieen A, Juhase
Sr. Vice President & Associate General Counsel
Legal and Compliance Departmeant

4 stortige facilities for base metals and
certain other commodities for, uics. oard of Governors of the Federal
Reserve (the “Board”™) has got Ectivity to be financial in nature. As a
result, JPMC has held i Pth for two years as a grandfathered activity

MC has Mformed the Board that after expiry of the
hold its interest in Henry Bath as a merchant banking

h As these efforts are ongoing, JPMC is submitting this letter
¢ Board to request an additional one year extension of the

JPMC requests confidential treatment of the JPMC specific business information
scyibrth above , as well as of the fact that JPMC has made this request pursuant to the
edom of Information Act, 5 U.S.C. 552 (b) (4) (the “Act”™) and the regulations

JPMorgan Chase & Co. = 270 Park Avenus, 38™ Floor, New Yark, NY 10017

Telephone: 212 270 §907 - Facsimile: 212 270 2873
juhase_kathieen@jpmorgen.com

FRB-PSI-301061
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promulgated by the Board thereunder, Information contained herein is not publicly
available and concerns proprietary JPMC data. Disclosure could cause substantial injury
to the competitive position of JPMC and its affiliates meeting the substantial competitive
harm tests set down in judicial interpretations of the Act.

We appreciate your attention to this grandfathering request and are available to
answer any questions you have as you consider this request, Please direct questions

relating to this request to Mark Lenczowski at (212) 648-0285 or Kathleen J
(212) 270-5907., ° )
o Very truly yours, @

Flhdery
* J

&

Cc.  Dianne Dobbeck
Michael Waldron

FRB-PSI-301062
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‘Legal Departmeit’
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JPMORGAN: CHASE 8.CO:.

FRB-PSI-301068

b ) on July 1 ‘ibl‘d and‘has
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From: Yivian Liy
To: Lisa Bragnon
Cc: Ruth Caetano; Crystall McCune; Robin Whidbee: Lisa Brannon
Subject: Fw: Henry Bath
Date: 02/07/2012 12:44 PM
Attachments:
Customer Presentation.pdf
Responses to HB questions.docx.
HB.IPM Activities.potx.
Heory Bath Cororate Ownership Structure xis
HB Authorisgtion Schedulexis
HB2012.000
Henry Bath Liverpool Presentation.potx

Lisa - Please upload to AMPS #81946. Please also drop a copy in thg Q an
to FISG.

Thanks,
Vlvian
..... Forwarded by Vivian Liu/NY/FRS on 02/07/2012 12:24 PM -----

From: “Lenczowski, Mark" <mark.lenczowski@jpmchase.
To: “michael.w.waldron@frb.gov® <michael.w, 1}
rooks@frb.gov”

<genova_tiane@jpmorgan.com>, "M K: thryn.McCulloch@chase.com>,
"Juhase, Kathleen® <juhase_kathlee:
Date:  02/07/2012 11:48 AM
Subject:  Henry Bath

Michael,

Attached are JPMorga as=2 &

JPMC*s") responses to your gquestions
about Henry Bath t her @ th

ents to wnich we refer in our responses.

Redacted By

Permanent Subcommittee on Investigations

FRB-PSI-301538
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SULLIVAN 8 CROMWELL LLP

TELEPHONE: 1-202-856-7500

FACSIMILE: 1-202-293-6330 707 @ Wua %emw, W
—— Wesington, D€, 20006-5505
NEW 08+ Lo AwGELES + PALS AT
FRANKPUAT » LONGON » PARTS

MELBOURNE « SYOMEY

Confidential Treatment Requested

Ivan J. Hurwitz,
Vice President, Bank Applications,
Federal Reserve Bank of New y
33 Maiden Lane,
New York, NY

an Thase & Co. (*JPMC™), 1 hereby withdraw the
Reserve Bank of New York on June 9, 2011,

of Governors of the Federal Reserve System (“Board™)

of providing storage for commodities traded on the London

the reasons explained in my letter to you of June 8, 2011 transmitting
jve are requesting confidential treatment for this letter, and additionally
at the Board not publish notice of withdrawal of the Notice in its H.2

We appreciate your attention to the Notice. Please contact me at (202)
56~7680 if you have any concems or questions.

" Sincerely,

2

Andrew S, Baer

FRB-PSI-301636
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Ivan J. Hurwitz ~2-

cc:  Rosalie Yee
(Federal Reserve Bank of New York)

Michael Waldron V
(Board of Governors of the Federal Reserve System) ;

Diavne M. Genova
Mark Lenczowski

. {(JPMorgan Chase & Co.)
Andrea R. Tokheim
(Sullivan & Cromwell LLP)

FRB-PSI-301637
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NOTICE
to the

BOARD OF GOVERNORS T

FEDERAL RESER@
@ Co.
.‘ 4(K)(1)(B) of the

B HoWgng Company Act of 1956,

as amended, and

12 C.F.R. §225.89

Submitted

August 18, 2010

FRB-PSI-301641
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NOTICE
to the .
BOARD OF GOVERNORS OF THE FEDERAL RE, ST.
(the “Board) \

by
JPMORGAN CHASE &

gectfully gives notice to the Board, pursuant

RS wholly owned non-banking subsidiary, J.P.
*IPMVEC™), requests relief from a commitment

th taking and making physical delivery only of

r which derivative contracts have been authorized for trading on

a U.S, futures the Commodity Futures Trading Commission (“CFTC”) In

order

JPMVEC, JPM Chase asks the Board to grant JPMVEC
25.89 of the Board’s Regulation Y to be able to trade certain oil
ibed herein (the “Proposed Commodities”). JPM Chase asserts that

ing of the Proposed Commodities would be complementary to a financial
wolld not pose a substantial risk to the safety or soundness of depository
or the financial system generally.

FRB-PSI-301642
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L Request and Background

JPM Chase is a financial holding company engaged primarg

investment banking and asset management. As a part of JPNQ Chas

’s Regulation Y

and as previously approved for JPM Ch; 5.89 of the Board’s

e Proposed Commodities are described in Confidential Exhibit A hereto.

JPMorgan Chase & Co., 91 Fed, Res. Bull. C57 (2006); C54 (2005);

2 The Royal Bank of Scotland Group ple, 94 Federal Reserve Bulletin C60 (2008) (the “RBS

Order™).

FRB-PSI-301643
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IOI. Commitments

In connection with its request for relief to conduct the Complerary

Activity, JPM Chase makes the following commitment:

A. JPMVEC will include in the 5% aggregate
physical commodities that it holds at any one t

addition, JPMVEC agtees to notify the
York if the aggregate market value
IV.  Conclusion

For the reasons set forf] ieve that making and teking

activity and will not pose a risk to the
tions or the financial system in general,

Therefore, we res

fully req th the Board exercise its discretionary authority to

authorize JP@E C

3.

FRB-PSI-301644
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FEDERAL RESERVE BANKof NEW YORK

33 LIBERTY STREET, NEW YORK, NY 10045-0001

August 9, 2012

Mark Leniczowski, Esq.
Managing Director

" JPMorgan Chase & Co.
245 Park Avenue, 11" Floor
New York, New York 10167

Dear Mr. Lenczowski:

We acknowledge receipt of your letter dated August 7, 21 this Reserve Bank
that JPMorgan Chase & Co., New York, New York (“IJPMC”), made pursuant
to Section 4(k)(1)(B) of the Bank Holding Company Act of 1956, d Section
225.89 of Regulation Y, requesting from the Board of G
(the “Board”), relief from a commitment made by JPMC i the conduct of its
ed processing of the filing as

of August 8, 2012,

Please be advised, however, that s
filing. The Board is required ta retain
under applicable document retention i pccordingly, the Official Record Copy may
become. the subject of a request F Information Act. The Board’s procedures
for addressing suchi requests aj iINae ‘Ifftes Regarding Availability of Information,”
12 C.F.R. Part 261.

If you have any qUSog¥ please call Vivian Liu, at (212) 720-2701, or the undersigned,

at (212) 720-2740.
Sincerely,
Rosali
Assistant Vice President
Bank Applications Function
C: oard of Governors

T 212.720,2740 | F 212720.1608 | E rosafie.yee@ny.fib.org | W www.newyarkfed.org

FRB-PSI-301676
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JPMoRrGAN CHASE & CO.

Kathryn V. McCulloch
Sr. Vice President & Associate General Counse!
Legal and Compliance Department

May 26, 2010

CONFIDENTIAL

Via Federal Express

Federal Reserve Bank of New York
Bank Applications Function

33 Maiden Lane, 27th floor

New York, NY 10045

Attention: Ms, Rosalie Yee

b RBS Sempra Commodities LLP
quisition under Section 4(k)

Re:  Answer to Additional
Application for Boag

today from JPMorgan Chase & Co. (“*JPMC™) to Mr.
vernors of the Federal Reserve System (the “Board™),
tial Exhibit 1 to JPMC’s responses to requests for

Redacted By

Permancnt Subcommittee on Investigations

JPMorgan Chase & Co. » 270 Park Avenue, 38" Fl, New York, NY 10017

Telephone: 212 270 5922 - Facsimile: 212 270 2873
Kathryn.McCulloch@chase.com

CONFIDENTIAL
FRB-PSI-301884

Doc # 72037529
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Page(s)
Redacted By The
Permanent Subcommittee
on Investigation

FRB-PSI-301885 - 886
and
FRB-PSI-302308 - 310
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Redacted By

Permancnt Subcommittee on Investigations

All Oil Inventory Figures Are as of 31 January 201 ar roxipge
SOTSARL INVENTORY ’
1/31/2010
Booking Co  Book Portfolio Commodj Lagation th Quantity  unit
JET
SOTSARL. AV 91027 FU, ent 201101 4402237 MT
JE

SOTSARL AV 102576 Antwerp 201003 24,490.93 MT

SOTSARL AV 183476 Ifhaven 201101 24,657.863 MT

SOTSARL Gulfhaven 201109 29,90852 MT

Error! Unknown d38rment property nii 02725/10 12:20 PM

FRB-PSI-302311
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JET
SOTSARL ‘AV 203153 FUEL PetChemcar 201004 3,059.41 MT

Redacted by the Permanent J
Subcommitiee on Investigations

RBS SOTSARL INVENTORY

1/31/2010
Booking Co Book Portfolio Commodity Location Month Quantity
RBSSOTSARL AV 107816 JETFUEL Grays/NuStar 201009
GASOIL
RBSSOTSARL AV 108786 0.1 STS Malma
GASOIL
RBSSOTSARL AV 108786 0.2 STS Malmo
RBSSOTSARL AV 108786 JETFUEL STSMaimo
GASOIL
RBSSOTSARL AV 111520 0.2 STS Karlshamn

RBSSOTSARL AV 118763
RBSSOTSARL AV 118763

RBSSOTSARL AV 118765
RBSSOTSARL AV 121292
RBSSOTSARL AV 121293

1212723 MT
06 7,938.03 MT
15,92224 MT

RBSSOTSARL AV 123248
RBSSOTSARL AV 123248
RBSSOTSARL

201106 15,704.3¢  MT
201108 1181536 MT
201106 1199146 MT

RBSSOTSARL 201106 7257134 MT

RBSSOTSARL 201106 19,158.70 MT

RBSSOTSARL Vopak 201003 2595231 MT

RBSSOTSARL NS Lulea 201106 16,029.26 MT
OTW Torm

RBSSOTSARL Ingeborg 201002 670,264.00 BBL

RBSSOTSARL Simon/lmmingham 201011 6,567.64 MT

Error! Unknown df8 02/25110 12:20 PM

FRB-PSI-302312
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RBSSOTSARL AV 185446 JET FUEL NS Campbltown 201101 4573853 MT
GASOIL

RBSSOTSARL AV 186394 0.2 STS Gavie 201106 17133285 MT
GASOIL

RBSSOTSARL AV 189306 0.1 STS Gavie 201106 86,048.00 MT
GASOIL

RBSSOTSARL AV 194746 041 OTW Serengeti 201003 259,326.00 BB

RBSSOTSARL AV 194748 ULSD OTW Serengeti 201003 241,731.00 BBL
RBSSOTSARL AV 200879 ULSD Simon/lmmingham 201006 10,186.80 o MT

RBSSOTSARL AV 202424 ULSD Scirocco 201003 -
RBSSOTSARL AV 204717 JET FUEL Simon/lmmingham 201008 7.952.35
RBSSOTSARL AV 207967 JET FUEL Simonfimmingham 201101
RBSSOTSARL AV 209728 .JETFUEL Veopak DU 201101

RBSSOTSARL AV 214602 JET FUEL Nustar Eastham 201001
GASOIL OTW Ratna

RBSSOTSARL AV 210037 0.1 Shradha 20100
GASOIL OTW Ratna
RBSSOTSARL AV 219037 0.1 Shradha 201\ 43,
—-_—

Redacted By

Permanent Subcommittee on Investigations

FRB-PSI-302313
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Page(s)
Redacted By The
Permanent Subcommittee
on Investigation

FRB-PSI-302314 - 322
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Global Commodities Group
Operating Risk Committee

Meeting ~ February 11, 2011
AGENDA

1. Charter of the Operating Risk Committee — R. Trejo (attachment for ri e)
incorporating changes approved at last ORC Meeting

2. Review and dispaosition of significant GCG operating events:
a. Henry Bath loss in Gary, Indiana: claim against KT

3. Review and disposition of requests to the ORC:

5. Review and approve policies,
a. Status of Risk Engaggs
b. Vendor Framewong

6. Other business

FRB-PSI-302581
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Global Commodities Group
Operating Risk Committee
Charter

The Global Commodities Group (GCG) Operating Risk Committee is hereby formed and tasked wNQthe
following responsibilities.

1. Understands operating risks inherent in the GCG physical commodities businesse
appropriate mitigants are established and maintained, including insuranc

have physical operating risk components.
3. Reviews and approves as necessary policies and procedures rel

scheduling/traffic.
4, Oversees the work of the GCG Vendor Risk Committe@igRal. e
items escalated from the VRC.
Ensures significant events are reviewed and 3

Rudit Charlie Wright
redit Risk Jim Ballentine
arket Risk John Anderson

” Environmental Affairs Jim Fuschetti

16. Global Security and Investigations Tim McNulty

The GCG Operating Risk Committee meets bi-rmonthly.

As approved 1 December 2010

FRB-PS1-302582
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MORGAN STANLEY CAPITAL GROUP INC,
Morgan Stanley S WSS ER ST
PURCHASE, NY 10577-2530

July 1,2013
CONFIDENTIAL TREATMENT REQUESTED

Steven A. Mirsky

Assistant Vice President

Financial Institution Supervision Group
Federal Reserve Bank of New York

33 Liberty Street
New York, NY 10045-0001

Dear Mr. Mirsky:

This letter is in response to your email dé&x
information regarding Morgan Stanley coi
requests to which these responses relage

Wovision of information regardmg total consolidated assets,
Morgan Stanley and (ii) the Commodities Division. While
NRre to commodmes elsewherc m Morgan Stanlcy, the

ed 4(o) acnvmes (e.g., power plants, warehouse facilities) sllould be
mcluded not just the value of the firm’s commodities inventory/positions.

Aggthed as Exhibit A is a spreadsheet containing assets of the Commodity Division

dfathered under Section 4(0) as of March 31, 2013, calculated by trading desk. The
amount of total assets indicated on Exhibit A includes the results of netting agreements
between the relevant Morgan Stanley entity and its counterparties in Section 4(o)
commodities; with respect to a given counterparty, no netting effect was given to
transactions in Section 4(0) commodities against cash-settled transactions. In addition,

FRB-PSI-302759
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the amount of total assets does not include the application of cash’ collateral pledged to
Morgan Stanley because of the inherent difficulty in determining the allocation between
exposure generated as a result of transactions in Section 4(0) commodities and exposure
generated as a result of financial transactions. This has been prepared in accordance with
GAAP accounting.

To ass1st the Federal Reserve i in its ana.lys:s of the information in Exhxbn A, followm

“Corporate and Other Debt” includes assets aftributed to volumetric producn
transactions.  “Derivative Contracts” represents the position of oyerall ¥

transactions. As a result of the existence of master agreements,
desks, asset allocation methodologies are applied to generate th:

reference, “Other Investments”, represents Morga
investments. The next category, “Physxcal

amortization” refers to energy
$63IMM of solar project deve,

tom those that are permissible under Regulation Y. For any product group, Morgan
ey reports revenue and profits based on results from both Regulation Y financial
Wities (swaps and certain futures, physically settied forwards in gold, silver, platinum,
palladium and copper and cash) and Section 4(0) commodities activities, As an
alternative measure of Morgan Stanley’s Section 4(0) commodities activities/assets, we
have indieated, in Exhibit B, a subjective view of the significance of such activitics/assets
to profit before tax for each of the trading desks listed there.

2
CONFIDENTIAL TREATMENT REQUESTED .
' FRB-PS!-302760
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(d) The firm’s consolidated assets, revenues, and profits associated with the firm’'s
proposed 4(0) commodities activities broken down by activity if possible
(trading, transportation, storage, generation, extraction).

As noted in the Prior Letters, Morgan Stanley is unable to provide the detd@ed
information relating to revenues, assets and profits broken down by activity. Mor;

Stanley’s management information systems do not currently track informagig in this
manner, and major changes would be necessary in order to do so.

estimates by desk as opposed to by particular activity. We b,
feasible method of calculation given the circumstances of th
and Morgan Stanley’s management information systems.

(e) The firm’s total consolidated assets, revenu

e been calculated per desk, and not broken down according
nduct the activities of such businesses. As such these

5 itfed to be held by a financial holding company under Section 4(k) of
g Company Act without reliance on Section 4{0).

referenced above, is a spreadsheet containing net revenues, expenses and

pro® before tax for the Commodities Division (see row entitled “Commodities™), as well

as ¥ the commodity sub-groups within that Division, for the years 2008 through 2012
the first quarter of 2013.

As noted in Exhibit B, while revenues are reported by desk, certain expenses are not
allocated to the individual desks, but rather are allocated to “Commodities Other”. For
example, an outside counsel invoice might reflect services that are attributable to

3
CONFIDENTIAL TREATMENT REQUESTED
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Commodities as a whole and not to the activities of specific desks. In addition, historical
expense allocations may be further limited by changes in reporting lines (e.g., desk
hierarchy changes). For example, over the periods presented, “Dry Freight” transitioned
between reporting into “AP EU Electric Natural Gas” and being a distinct trading desk.
Exhibit B also notes that “economic” compensation is presented and the GAAP expense
impact of deferrals and amortization of prior year deferrals are not included. Ple: 0
note that the Revenue and Expense amounts presented for periods prior to 2011 will v;
marginally from the May 2011 submission due to GAAP Income Statement Djgggntinue
Operations restatements. ’

in as of that date that should be added to the list?

We have been unable to identify any additional commoditia
Stanley engaged or held investments, directly or indirectly,
1997, which have not been previously provided to

Although we made every effort to ensure thaf#
prior submissions, dunng the course of

review, if necessary.

2. Discuss any plans,
activities.

oes not have plans to engage in new or additional types of
on our understanding of that term. As you may know,
staff of the Board of Governors of the Federal Reserve

; 2 in discussions in 2011 regarding the scope of Section 4(0) as
Rarpan Stanley’s physical commodities activities. On June 21, 2011,
Nsounsel, Davis Polk & Wardwell LLP (*DPW"), was informed by

Morgan Stanley €@

Morgan Sg
System (

gnen it becamc a financial holding company in 2008. However, Morgan
¥hs advised that it should not commence any entirely new types of activities
ut first discussing the matter with the Board’s legal staff.

ight of the foregoing, Morgan Stanley would only resume planning for new or
additional commodities activities after the Board issues an interpretation of Section 4(0).
If we were to pursue 'new or additional commodities activities, we would have brought
specific new proposals to Board staff for review, which we have not done since 2011. In
connection with the Board’s ongoing consideration of these issues, Morgan Stanley

4
CONFIDENTIAL TREATMENT REQUESTED
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would tespectfully refer to the legal memorandum dated May 27, 2011 from Randali
Guynn of DPW to Scott Alvarez, which sets forth our belief that the 4(o) grandfather
authority allows us to continue to engage in the trading, selling, investing or other related
activities (regardless of the type of commodities or underlying physical properties
involved), subject only to the asset limits and cross-marketing restrictions included in
Section 4(0) itself. We welcome the opportunity to have further discussions with
or Reserve Bank staff regarding our analysis of the 4{0) grandfather authority.

material exclusions to coverage. Please also describe the g
firm used to determine that tbis type and amount of insur#®i
commodities business and the different risks associated v

e

Subsequent to the receipt of your June 3, 2013 emailg

Rie operational risks associated with
se processes, Morgan Staniey manages

management and monitoring prog
physical commodities activiti

plement properly documented processes and procedures to measure

Rsal operating risks and (c) enhance awareness among relevant
h risks and the importance of responsibly following such policies and
Embers of the Steering Group include representatives from the Legal and

Steering Group is charged with establishing and assessing operating risk measures
and standards, recommending global commodity policies related to physical operating
risk, identifying, reviewing and evaluating significant physical operating risk
developments (either internal or external) that may have material consequences to MSCD
or the firm (e.g., product spills, debriefing of emergency response drills, reviews of

5
CONFIDENTIAL TREATMENT REQUESTED
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marine and storage environmental liability under various state and international
jurisdictions and significant changes or potential changes in law, rules or regulations that
pose a material incréase in operating risks), and monitoring physical operating risk
procedures and risk mitigation efforts including mitigation stratcgies.

In addition to the Steering Group, the firm’s Fixed Income and Commodities (*
Non-Market Risk Team conducts Monthly Operational Risk Review meetings in both
U.S. and EMEA. These meetings include representatives from FIC Non-Masket Ri
Commodities Chief Operating Officers, Operations, Controllcrs, Compliance,

events which may constitute potential ORIs but have not yet
external incidents of note involving operational risk issue:
metrics for the business. X

We have provided additional details and informag
various presentations and filings with the Fedgral
information regarding the Steering Group and
for example, the Firm's response to th
Examination, dated April 16, 2013.

The firm’s Risk and Insurance Ma;
X sion’s insurance program, working
with insurance brokers to ensyre tit i has appropriate insurance coverage. In

ownership of physical ¢gJ
the Commodities Divjd

€ activity reports, transit activity report, pipeline
v rmation and power plant reports, RIMD also
Division’s potential liability and risk using intemal
iMGestry information and data, including the performance of

6
CONFIDENTIAL TREATMENT REQUESTED
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We request that this letter be accorded confidential treatment under the Freedom of
Information Act, 5 U.S.C. § 552 (“FOIA"), the Federal Reserve’s implementing
regulations, 12 C.F.R. Part 261 and any other applicable law. The nature of the
information contained herein is confidential, commercial or financial information that is
confidential and exempt from disclosure under 5 U.S.C. § 552(b)(4) and 12 CF
261.14(a)(4). In addition, this is provided as supervisory and examination informatio:
a banking regulator, and it is exempt under exemption (b)(8) of the Eggedom o
Information Act, 5 U.S.C. § 552(b)(8) and 12 C.F.R. § 261.14(a)(8). Should @ 2
Reserve receive a request for disclosure of this letter or otherwise make a detel

such disclosure to the full extent provided by law.

Should you have any additional questions about the in
letter, please contact the undersigned
Martin Mitchell@morganstaniey.com.

cer
iy
artin Mitchell
\ Managing Director &

Chief Operating Officer
Commodity Division

7
CONFIDENTIAL TREATMENT REQUESTED
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Page(s)
Redacted By The
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on Investigations
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Federal Reserve Bank of Richmond FEDEHAFLRF\%HM()ND
FRBR Warehouse e
2050 Magnolia Street
Richmond, VA 23223

Attention: Mr. Adam M. Drimer
Assistant Vice President — Banking Applications Function

Re: Section 4(k)(I)(B) Notification by Bank of America Corporation of Its
Intention to Continue to Engage in Certain Physically-Settled Commodity
Trading Activities and Related Activities, Engage in Energy Tolling
Activities and Continue to Provide Certain Asset and Energy Management
Services, through Certain Affiliates

Ladies and Gentlemen:

On behalf of Bank of America Corporation (“Bank of America™), we enclose for
filing with the Federal Reserve Bank of Richmond (the “FRBR™) one original and ten copies of a
notification (the “Notification™ to the Board of Governors of the Federal Reserve System (the
“Board"™), pursuant to Section 4(k)(1)(B) of the Bank Holding Company Act of 1956, as
amended, and Section 225.89 of the Board’s Regulation Y, of Bank of America’s intention to
continue to engage in certain physically-settled commodity trading activities and related
activities (“Physical Commodity Trading Activities”), to engage in energy tolling activities
(“Energy Tolling Activities™), to continue to provide asset and energy management services
(respectively, “Asset Management Services” and “Energy Management Services™, and together
with Physical Commodity Trading Activities and Energy Tolling Activities, the “Proposed
Activities”) through certain affiliates.

CONFIDENTIAL FRB-PSI-500001



1975

Federal Reserve Bank of Richmons, p. 2

The Notification is being filed in response to Bank of America’s acquisition of
Merrill Lynch (the “ML Acquisition”) completed on January 1, 2009 and the integration of the
commodity-related activities of Bank of America and Merrill Lynch into a single consolidated
business unit (the “BAC/ML Commodities Business™).

The BAC/ML Commodities Business currently conducts (or, in the case of the
Energy Tolling Activities, intends to conduct) the Proposed Activities. Thus, the Notification
sets out a request for the Board to grant Bank of America the ability to conduct the Proposed
Activities, and enable Bank of America to continue to engage in (or, in the case of the Energy
Tolling Activities, commence) such Activities.

* ¥ *

The enclosed Notification includes a separately bound Confidential Supplement.
Bank of America respectfully requests confidential treatment for the Confidential Supplement
and the Confidential Exhibits (the “Confidential Information”) pursuant to the Freedom of
Information Act, and the regulations promulgated by the Board thereunder. The Confidential
Information includes confidential commercial information which is not available to the public
from any other source. Disclosure of this information to the public, including competitors of
Bank of America and the BAC/ML Commodities Business, could provide such competitors and
others with information about the operations and strategies of Bank of America and the BAC/ML
Commodities Business that could be harmful to their respective competitive positions.

We further request that if, notwithstanding the foregoing, the Board or the FRBR
should determine preliminarily to make available to the public any portion of the Confidential
Information, it will inform us before doing so.

¥ * ¥

CONFIDENTIAL FRB-PSI-500002
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Please contact the undersigned (tel. no. 212-225-2390), if you have any questions

or if we can be of assistance in any way in connection with the Notification.

CCl

Very truly yours,

etk

Robert L. Tortoriello

Patricia A. Robinson
Christopher M. Paridon

Board of Governors of the Federal Reserve System

A. Linwood Gill IlT
Brad Evans
Lisa A, White
Federal Reserve Bank of Richmond

Gregory Baer
Patrick Antrim
Phillip Wertz
Margaret Grieve
Dennis Albrecht
Mark Elliott
Kelly Funderburk
Bank of America / Merrill Lynch

Thomas Coenen
Cleary Gottlieb Steen & Hamilton LLP

CONFIDENTIAL

FRB-PSI-500003
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NOTIFICATION

to the
BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM
by

BANK OF AMERICA CORPORATION

of Its Intention to Continue to Engage in Certain Physically-Settled Commodity Trading
Activities and Related Activities, Engage in Energy Tolling Activities and Continue to
Provide Certain Asset and Energy Management Services, through Certain Affiliates

Pursuant to Section 4(k)(1)(B) of the Bank Holding
Company Act of 1956, as Amended, and Section 225.89
of the Federal Reserve Board’s Regulation Y

May 4, 2010

CONFIDENTIAL FRB-PSI-500004
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NOTIFICATION
to the
BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM
(the “Board™)
Bank of America Corporation
Corporate Title of Notificant
100 North Tryon Street
Street
Charlotte North Carolina USA 28255
City State Country Postal Code

hereby provides the Board with a notice pursuant to Section 4(k)(1)(B) of the Bank Holding
Company Act of 1956, as amended (the “BHCA™), 12 U.S.C. § 1843(k)(1)(B), and Section
225.89 of the Board’s Regulation Y (“Regulation Y™), 12 C.F.R § 225.89, for approval to engage
in physical commodity trading activities through the affiliates of Merrill Lynch & Co., Inc.
(except where the context requires otherwise, referred to collectively with its subsidiaries as
“Merrill Lynch”) identificd in this Notification and certain other affiliates.

Name, title, address, telephone number and facsimile number of person(s) to whom inquiries
concemning this Notification may be directed:

Margaret Grieve, Esq. Robert L. Tortoriello, Esq.

Associate General Counsel Cleary Gottlieb Steen & Hamilton LLP
Bank of America One Liberty Plaza

One Bryant Park New York, New York 10006

New York, NY 10036

Tel: (646) 855-0814 Tel.: (212) 2252390

Fax: (646) 855-5943 Fax: (212) 225-3999
E-Mail: margaret.grieve@bankofamerica.com E-Mail: rtortoriello@cgsh.com

Date of Notification: May 4, 2010

BANK OF AMERICA CORPORATION

Wrﬁ : : oAl
Name:VVMar? i+ M. Grieve
Title: Associate. Generad Counsed

i

CONFIDENTIAL FRB-PSI-500005
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EXHIBITS

The following Exhibits are enclosed with this Notification:
Exhibit A —_ Commitments (the “Commitments™)

Confidential Supplement (the — Provided as a Separate Submission
“Confidential Supplement”)

i

CONFIDENTIAL FRB-PSI-500006
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INTRODUCTORY STATEMENT
Bank of America Corporation (in its individual capacity, “BAC”, and except

where the context requires otherwise, referred to collectively with its subsidiaries as “Bank of

America™) hereby provides notice to the Board, pursuant to Section 4(k)(1)(B) of the BHCA and

Section 225.89 of Regulation Y, of its intention to engage through certain affiliates in the
following activities (the “Proposed Activities™), subject to all of the Commitments set out in
Exhibit A:
(A)  Commodity-related activities (“Commodity Activities”) that have
previously been approved by the Board for financial holding companies
(“FHCs™) as activities that are “complementary” to financial activities

permissible under Regulation Y (“Complementary Activities”), ! including

1) engaging in derivative,2 trading, dealing, interpositioning,
g g

See, e.p., Board Letters dated July 2, 2009 (Barclays PLC) (the “Barclays 2009 Letter™),
April 10, 2008 (Wells Fargo & Company), August 31, 2007 (BNP Peribas), April 24,
2007 (Bank of America) (the “BAC Order”), March 27, 2007 (Credit Suisse Group),
September 29, 2006 (Fortis S.A./N.V.), and April 13, 2006 (Wachovia Corporation);
Royal Bank of Scotland Group ple, 94 Fed. Res. Bull. C60 (2008) (the “RBS Order™);
Fortis S.A./N.V., 94 Fed. Res. Bull, C20 (2008) (the “Fortis 2008 Order™); Société
Générale, 91 Fed. Res, Bull. C113 (2006); JPMorgan Chase & Co., 92 Fed. Res, Bull.
C57 (2006) (the “JPMorgan Chase Qrder”); Deutsche Bank AG, 92 Fed. Res. Bull. C54
(2006) (the “Deutsche Bank Order™); Barclays PI.C, 90 Fed. Res. Bull. 511 (2004); UBS
AG, 90 Fed. Res, Bull. 215 (2004); Citigroup Inc., 89 Fed, Res. Bull. 508 (2003) (the
“Citigroup Order”, and collectively with the other Letters and Orders set out in this note
1, the “Physical Commodity Trading Approvals™).

Such derivative transactions would include options, futures, options on fitures, swaps,
swaptions, forwards, options on forwards, and similar contracts based on commodities
{collectively, “Commodity Derivatives™).
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intermediation, investment and other transactions which at times involve
acquiring, making or taking delivery of, holding or retaining title to, or
arranging for the storage or transportation of, physical commeodities as part
of, or incidental or related to, Bank of America’s investment or

commercial banking or other rejated businesses or financial activities

(“Physical Commodity Trading Activities™),? in relation to certain

. commodities‘ (collectively, “Approved Commeodities™) for which
derivative contracts have been authorized for trading on U.S. futures
exchanges by the Commodity Futures Trading Commission (“CETC™* or
which have been specifically authorized by the Board (collectively, the
“General Authorization™);” (ii) providing certain energy managernent
services, including certain power marketing, fuel supply, and risk

management services (“Energy Management Services™), to owners of

In addition to the purchase and sale of physical commodities, as discussed more fully in
Part I.D below, Physical Commodity Trading Activities include entering into (i) certain
long-term electricity supply contracts (“Long-Term Electricity Supply Contracts™) with
large commercial, industrial and municipal/other governmental end-users (see, e.g.,
Barclays 2009 Leiter, RBS Order (collectively, the “Electricity Supply Contract
Approvals™)), and (ii) volumetric production payment transactions (“VPPs™) and other
commodity-related financing transactions (see, e.g., RBS Order, Board General Counsel
Letter, dated May 15, 2006 (UBS AQ) (collectively, the “VPP Approvals™)).

The current list of such contracts can be found at:
hitp://services.cftc.gov/sirt/sirt.aspx?Topic=TradingOrganizationProducts.

For example, as set out in the RBS Order, the Board has specifically authorized FHCs
(such as Bank of America) that have received approval to engage in Physical Commodity
Trading Activities in Approved Commodities to physically trade in nickel.

2
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power generation facilities under energy management agreements

(“Energy Management Agrecments”);(’ and (iii) conducting certain energy

tolling activities (“Energy Tolling Activities”);’ and

(B)  Certain other activities relating to permitted Physical Commodity Trading
Activities, including (i) engaging in Physical Commodity Trading
Activities in relation to certain commodities that have not previously been
approved for FHCs, (ii) providing certain asset management services

(“Asset Management Services™) to natural gas market participants under

asset management agreements (“Asset Management Agreements™), and
(iif) conducting certain sub-chartering activities relating to the

transportation of physical commodities (“Sub-Chartering Activities”), in

each case as further described in Part 1D below,
As indicated in Part 1.B.1.b below, Bank of America has previously received
Board approval to conduct Physical Commodity Trading Activities, through Bank of America
Commedities, Inc. (“BACI™), as “complementary” to financial activities permissible under

Regulation Y, subject to certain commitments and restrictions.

See, €.p., Barclays 2009 Letter, RBS Order, Fortis Order (collectively, the “Energy
Management Approvals™).

See, e.p., Barclays 2009 Letter, Board Letter dated May 21, 2008 (Fortis S.A/N.V.), RBS
Order (collectively, the “Energy Tolling Approvals™).

In relation to Bank of America’s Commodity Activities, such financial activities
(“Financial Commodity Activities” or “financial transactions™) include (i) entering into
cash-settled Commodity Derivative transactions (or Commodity Derivative transactions
settled by the receipt and instantaneous transfer of title to the underlying asset (“title-
transfer transactions™)) based on non-financial commodities; (ii) providing information,
(continued)

3
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This Notification is being filed in response to Bank of America’s acquisition of
Merrill Lynch (the “ML Acquisition”) and the integration of the Commodity Activities of Bank
of America and Merrill Lynch into a single consolidated business unit (the “BAC/ML
Commodities Business™). This Notification relates to the eonduct of the Proposed Activities
(and other Complementary Activities) through Merrill Lynch affiliates identified in Part LB.2.b
below (the “ML Entities™), and such other affiliates as may be formed to conduct such Activities,
in each case subject to all of the Commitments and to all other restrictions and requirements

applicable to the conduct of such Activities.

(continued)
statistical forecasting and advice with respect to transactions in commodities and
Commodity Derivatives; and (iii) otherwise engaging in advisory, derivative, trading,
dealing, interpositioning, intermediation, investment and other transactions based on
financial or non-financial commodities permissible under Sections 225.28(b)(6), (7) and
(8) of Regulation Y.

4
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L BACKGROQUND

A. Bank of America’s Acquisition of Merrill Lynch

Following receipt of Board® and other regulatory approvals, Bank of America
completed the ML Acquisition on January 1, 2009. As of the closing date, the ML Acquisition
increased Bank of America’s total assets by $650 billion, By completing the ML Acquisition,
Bank of America enhanced its brokerage, wealth management, global markets, investment
banking and international capabilities. The consolidated Bank of America/Merrill Lynch is a
leading global trader and underwriter of securities (and commodity and other derivatives) across
a broad range of asset classes, and serves as a strategic advisor to corporations, governments,
institutions and individuals worldwide.

Under Board regulations, an FHC may control or acquire more than 5% of the
voting shares of a company that is “substantially engaged™ in financial and incidental activities,
provided that the FHC either (i) complies with the relevant approval requirements that govern the
other activities, or (ii) commits to divest impermissible activities within 2 years of the acquisition
(the “Grandfathering Period”™).'° In advance of the closing of the ML Acquisition, Bank of
America certified that Merrill Lynch was substantially engaged in activities that are financial in
nature, incidental to a financial activity, or otherwise permissible for an FHC under Section 4(c)

of the BHCA, and, as reflected in the Bank of America-ML Order, committed that, within two

i Bank of America, 95 Fed. Res. Bull. B-13 (2009) (the “Bank of America-ML Order”).

10 12 CFR. §225.85(a)(3).

5
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years of the ML Acquisition, it would conform, terminate or divest all activities and investments
of Merrill Lynch that are not permissiblc for an FHC under Section 4(c) of the BHCA.
B. Description of the Parties
1. Bank of America
a. General
Bank of America is a bank holding company registered under the BHCA and an
FHC under the Gramm-Leach-Bliley Act. As one of the world’s largest financial institutions and
the largest depository organization in the United States, Bank of America serves individual
consumers, small and middle market businesses and large corporations with a full range of
banking, investing, asset management and other financial and risk-management products and
services. At December 31, 2009, Bank of America’s total assets were approximately $2.2
trillion, its total deposits were approximately $1 trillion and its total shareholders’ equity was
approximately $230 billion,
b. Description of Commodity Activities
Prior to the ML Acquisition, Bank of America’s legacy commodities business unit
(“BAC Commodities™) engaged in a variety of Commodity Activities in the United States
primarily through Bank of America, N.A. (“BANA”), a national bank supervised By the Office
of the Comptroller of the Currency (“OCC™); these activities consisted of a wide range of
customer-driven Financial Commodity Activities, including those involving commodity-related

forwards, options, swaps and other Commodity Derivatives,!

u Iltustrative of the scope of BANA’s previous Commodity Activities are the

authorizations which the OCC issued to BANA with regard to Commodity Derivatives
(collectively, the “BANA OCC Authorizations™), including OCC Interpretive Letter
(continued)
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In addition, on April 24, 2007, the Board issued the BAC Order authorizing Bank
of America to engage on a limited basis in certain Physical Commodity Trading Activities in

Approved Commodities through BACI, an indirect wholly-owned subsidiary, Following receipt

of the BAC Qrder, BAC Commodities began to engage in certain Physical Commodity Trading
Activities in the oil, power and gas markets through BACI.

2. Merrill Lynch

Merrill Lynch and its subsidiaries engage in a wide range of business activities
worldwide, including wealth management, and capital markets and advisory services.

a. Description of Commodity Activities

Prior to the ML Acquisition, Merrill Lynch had developed a large and successful
global commodities business (“ML Commodities™ engaged in a wide range of Commodity
Activities. Merrill Lynch began the principal portion of its Commodity Activities in connection
with its acquisition of Entergy Koch Trading (“EKT”) in 2004. EKT had been a commodity
business owned by Entergy Koch, LP (a joint venture owned by Entergy Corporation and Koch

Energy, a subsidiary of Koch Industries (“Koch™)) that was engaged in a number of Commodity

(continued)
No. 1073 (October 19, 2006) (portfolio hedging of customer-driven, cash-settled
derivative transactions on aluminum, nickel, lead, zinc and tin); OCC Interpretive Letter
No. 1059 (April 13, 2006) (customer-driven, cash-settled derivative transactions on
polypropylene, injection molding, old corrugated cardboard and the Dow Jones AIG
Commodity Index); OCC Interpretive Letter No. 962 (April 21, 2003) (title-transfer
transactions); and OCC Interpretive Letter No. 937 (June 27, 2002) (customer-driven
cash-settled electricity derivative transactions and customer-driven electricity title-
transfer transactions). Additionally, Bank of America Securities Limited (London)
entered into a number of Commodity Derivative transactions outside of the United States
similar to those entered into by BANA,

7
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Activities, including the physical and financial trading of U.S. and European natural gas and
power, financial transactions involving weather derivatives, and the provision of certain Energy
and Asset Management Services to customers in the natural gas and power markets. EKT was
formed in 2001 by the combination of Koch Energy’s physical and financial natural gas and
power trading business and Entergy Corporation’s physical power marketing business.

Merrill Lynch transferred the acquired EKT businesses to ML Commodities, a
unit within its Global Markets & Investment Banking line of business. Following completion of
the EK T acquisition, ML Commodities expanded the scope of the Commodity Activities of the
acquired EKT busine_sses to include capabilities in crude oil, refined products, coal, emissions
allowances, base and precious metals, natural gas liquids, liquid natural gas, commodity indices
and freight. ML Commodities also expanded regionally with the addition of personnel and
operations headquartered in Singapore focused on the Asia Pacific region.

b. Entities Involved in Commodity Activities

ML Commodities conducted (and the BAC/ML Commodities Business currently
conducts) its Commodity Activities through the ML Entities identified below.

Reference is made to the Confidential Supplement for further information
regarding the ML Entities.

i Merrill Lynch Commodities, Inc.

Merrill Lynch Commodities, Inc. (“MLCI”) is the principal entity through which
the BAC/ML Commodities Business conducts its Commodity Activities in the Americas. MLCI
is engaged in a wide range of Commodity Activities with its clients, including physical and
financial transactions involving crude oil and refined products, natural gas (including liquid

natural gas), power, coal, natural gas liquids and emissions allowances, and financial transactions

8
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involving weather derivatives and commodity indices (including agricultural indices). MLCI
maintains a global book for the BAC/ML Commodities Business (a “Global Risk Book™) in
relation to financial risks relating to physical and financial transactions in crude oil and refined
products. Additionally, MLCI serves on occasion as an intermediary in transactions involving
metals, whereby MLCI acts as the client-facing entity in respect of such transactions, and the ML -
Entity that manages the relevant Global Risk Book assumes the market risk of such transactions
through a financial hedge provided to MLCI. MLCI also provides Energy Management Services
and Asset Management Services to customers in the gas and power sectors, structures certain
commodity-linked structured notes (including hedging the commodity price exposures related to
such notes) issued to customers by certain Bank of America and third party entities

(“Commodity-Linked Notes™), and anticipates engaging in Energy Tolling Activities in the near

future.
ii. Merrill Lynch Commodities (Europe) Limited

Merrill Lynch Commodities (Europe) Limited (together with its subsidiaries,
“MLCE”} is headguartered in the United Kingdom and is the principal entity through which the
BAC/ML Commodities Business conducts its Commodity Activities in Europe, the Middle East
and Africa (“EMEA™)."* MLCE is engaged in a wide range of Commodity Activities with its
clients, including physical and financial transactions involving natural gas, power, coal and
emissions allowances, and financial transactions involving commodity indices and weather

contracts. MLCE also maintains a Global Risk Book in relation to financial transactions

1z MLCE has two subsidiaries, Merrill Lynch Commodities Ltd. Belgrade (Serbia), and

Merrill Lynch Commodities S.r.l. (Romania), that currently are not being used.

9
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involving freight contracts. Additionally, MLCE serves from time to time as an intermediary in
transactions involving crude oil, refined products and metals, whereby MLCE acts as the client-
facing entity, and the ML Entity that manages the relevant Global Risk Book assumes the market
risk of the transaction through a financial hedge provided to MLCE. MLCE also provides
Energy Management Services and Asset Management Services to customers in the gas and
power sectors, structures Commodity-Linked Notes and anticipates engaging in Energy Tolling
Activities in the near future.
iii.  Merrill Lynch Commodities Canada, ULC

Merrill Lynch Commodities Canada, ULC (“MLCC™) is the principal entity
through which the BAC/ML Commodities Business conducts its business in Canada. MLCC is
engaged in Commodity Activities including physical and financial transactions with customers
involving natural gas and oil.

iv. Merrill Lynch Singapore Commodities Pte. Itd.

Merrill Lynch Singapore Commodities Pte. Ltd. (“MILSC"™) was originally
established in 2005 in connection with the expansion of the operations of ML Commuodities to
the Asia Pacific region. MLSC engages in marketing and origination activities relating to
Commodity Derivatives, including physical and financial transactions with customers involving
a wide range of commodities (in the case of physical transactions, notably crude oil, refined
products and coal) and either arranges and/or executes such transactions onithe books of the
relevant ML Entity (i.e., MLCI, MLCE or the ML Entity that manages the relevant Global Risk
Book) or refers such transactions to such ML Entity. In addition, MLSC executes and books

physical coal transactions.

10
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V. Merrill Lynch Capital Services, Inc.

Mermill Lynch Capital Services, Inc. (“MLCS™), a parent company of MLCI,
primarily acts as a counterparty in relation to certain derivative products (including Commodity
Derivatives). MLCS engages in, and maintains a Global Risk Book in relation to, physical and
financial transactions involving precious metals.

vi. Merrili Lynch International

Merrill Lynch International (“MLI") is a U.K.-based broker-dealer, and is Merrili
Lynch’s primary non-U.S. dealer in derivative products. MLI engages in Commodity Activities
with its clients, including physical and financial transactions involving base metals and
emissions allowances, and financial transactions involving a number of other commodities
whereby MLI acts as the client-facing entity, and the ML Entity that manages the relevant Global
Risk Book assumes the market risk of the transaction through a financial hedge provided to MLL
MLI maintains a Globa] Risk Book in relation to physical and financial transactions involving
base metals.

vii.  Memill Lvnch International Bank Limited

Merrill Lynch International Bank Limited (“MLIB”), a Republic of Ireland-based
bank authorized and regulated by the Irish Financial Services Regulatory Authority and by local
regulators in certain other jurisdictions with respect to its branch offices and subsidiaries, is the
primary non-U.S. ML Entity engaged in banking. MLIB acts as a principal for customer-driven
debt derivative and foreign exchange transactions and engages in deposit-taking, advisory,
lending, loan trading and institutional sales activity. MLIB also provides collateralized lending,
letters of credit, guarantees and foreign exchange services to its clients. In addition, MLIB
engages in physical and financial transactions with customers involving precious metals, and

Il
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financial transactions with customers involving a number of other commodities, in each case
whereby MLIB acts as the client-facing entity, and the ML Entity that manages the relevant
Global Risk Book assumes the market risk of the transaction through a financial hedge provided
to MLIB.
viii.  Solimar Shipping Limited

Solimar Shipping Limited (“Solimar”) is a subsidiary of MLCI that conducts the
BAC/ML Commodities Business’s activities relating to the transportation of physical
commodities on chartered vessels, including the Sub-Chartering Activities.

C. Consolidation of Activities / Creation of the BAC/ML Commodities Business

Upon completion of the ML Acquisition, Merrill Lynch and its affiliates became
wholly-owned subsidiaries of Bank of America, and Bank of America began the process of
integrating the Commodity Activities of BAC Commodities and ML Commodities into a single,
consolidated BAC/ML Commodities Business (the “Commodities Integration Process™). The
BAC/ML Commodities Business was the first line of business to complete its firm-wide
integration following completion of the ML Acquisition.

Prior to the ML Acquisition, ML Commodities had a much more significant
presence in the conduct of Commodity Activities than that of Bank of America. In 2008, Merrill
Lynch was one of the top three financial participants in North American physical natural gas

markets, trading and marketing an average of more than 2.3 Billion cubic feet (“Bef”) per day of

physical natural gas according to Platts Gas Daily, and one of the top five financial participants
in North American physical power markets, trading and marketing an average of more than
280,000 MegaWatt hours (“MWh”) per day of physical electricity according to Platts Megawatt
Daily, At the time of the ML Acquisition, ML Commodities was roughly ten times the size of

12
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BAC Commodities, based on headcount and profit and loss (“P&L”) measures. Because of the
size and scope of Merrill Lynch’s Commodity Activities relative to those of Bank of America,
Bank of America decided to consolidate its global Commodity Activities within the ML Entities
and the existing management organization of ML Commodities.

Accordingly, today the BAC/ML Commoditics Business conducts on a global
basis all of the Complementary Activities in Covered Commodities previously approved for
Bank of America and engages {or anticipates engaging) in a wide range of physical and financial
commodities transactions with customers, including those involving base and precious metals,
crude oil and petroleun products, natural gas (including liquid natural gas), power, coal, natural
gas liquids, weather, emissions and commodities indices, and is an active participant in energy
and commodity-related contract markets.

Reference is made to the Confidential Supplement for additional information

concerning the activities of the BAC/ML Commuodities Business and the Commodities

Integration Process.

D. Proposed Activities

L. Proposed Activities Permitted Under Existing Complementary Orders
The BAC/ML Commodities Business engages (or anticipates engaging) in the
following Complementary Activities that have already been approved for FHCs.
a. Physical Commodity Trading Activities in Approved Commodities
As indicated in Part LB.1.b above, Bank of America received Board authorization
under the BAC Order to engage to a limited extent (and as otherwise permitted to FHCs) through

BACI in Physical Commodity Trading Activities in Approved Commodities. The BAC/ML
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Commodities Business currently engages in Physical Commodity Trading Activities in a number
of Approved Commodities through the ML Entities. Because Bank of America’s authority under
the BAC Order to engage in Physical Commodity Trading Activities limits the conduct of such
Activities to a single entity (BACI), Bank of America hereby seeks Board approval to engage in
such Activities through the ML Entities, and such other affiliates as may be formed to conduct
such Activities.
i Scope of Approved Commodities
This Notification relates to Physical Commodity Trading Activities in the
following commodities which have already been approved for Bank of America or other FHCs
(in addition to those other commodities discussed in Part 1.D.2.a below):
» Approved Commodities,* inchuding the following:
o Crude oil.
o Certain petroleum products (i.e., gasoil, gasoline, heating oil, jet fuel).
o Natural gas (including liquid natural gas).
o Certain natural gas liquids (i.e., propane).

o Power.

For this purpose, all types of an Approved Commodity should be considered covered by
the General Authorization. For example, as the Board set out in the Citigroup Order, 89
Fed. Res. Bull. at 510, n.14: “With respect to granularity, the Board intends . . . to permit
[Physical] Commodity Trading Activities involving all types of a listed commeodity. For
example, [Physical] Commodity trading Activities involving any type of coal or coal
derivative contract would be permitted, even though the CFTC list specifically approves
only Central Appalachian coal”. Accordingly, the Physical Commodity Trading
Activities of the BAC/ML Commodities Business will involve both U.S. and non-U.S.
commodities for which a derivative contract relating to the same type of such commodity
is authorized for trading on U.S. futures exchanges by the CFTC.
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o Coal

o Certain base metals (ie., aluminum, nickel,"* zinc).

» Certain commodities that were specifically approved for other FHCs but
appear at this time to be covered by the General Authorization (i.., appear at
this time to be Approved Commaodities), including the following:

o Certain petroleum products (i.e., diesel, kerosene, naphtha, residual fuel
oil).*

o Certain natural gas liquids (i.e., butane, isobutane, ethane, natural
gasoline).l(’

o Emissions allowances (including Renewable Energy Credits (RECs),
Certified Emissions Reductions (CERs), Emission Reduction Units
(ERUs), European Union Emissions Allowances (EUAs) and Voluntary
Emissions Reductions (VERs)).!”

ii. Long-Term Electricity Supply Contracts

In the Electricity Supply Contract Approvals, the Board determined that Long-
Term Electricity Supply Contracts fall within the scope of Board-approved Physical Commodity

Trading Activities.

In the RBS Order, the Board has specifically authorized FHCs that have received
approval to engage in Physical Commodity Trading Activities in Approved Commodities
to physically trade in nickel.

See, e.g., RBS Order.
See, e.g., RBS Order.

See, e.g., RBS Order, JPMorgan Chase Order, Deustche Bank Order.
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The BAC/ML Commodities Business enters into individually negotiated Long-
Term Electricity Supply Contractsto deliver electricity to and/or manage electricity supply for
large commercial, industrial and municipal/other governmental end-user custormers. Such
customers are generally knowledgeable and sophisticated about their electricity consumption,
and typically employ professional managers to enter into and manage such Contracts. Sales to
these customers involve sophisticated wholesale-type products, such as block energy, load-
following energy, capacity, transmission and ancillary service,

Reference is made to the Confidential Supplement for additional information

concerning the Long-Term Electricity Supply Contracts of the BAC/ML Commodities Business,
ii.  VPPs

VPPs are a means of financing oil and gas exploration and production. Undera
VPP, the lender or VPP holder provides an up-front payment in exchange for a royalty interest
that entitles the VPP holder to receive hydrocarbons on a regular basis during the life of the VPP
transaction in quantities that will allow the VPP holder to recover its up-front payment and a
specified return. In the VPP Approvals, the Board indicated that an FHC may engage in VPPs as
extensions of credit permissible for an FHC under Section 225.28(b)(1) of Regulation Y, if the
FHC agrees to sell the commodity it receives under the VPP to third parties before delivery.

For purposes of this Notification, Bank of America confirms that its VPP
transactions will conform in all relevant respects to the description of permissible VPP
transactions set forth in the VPP Approvals.

Furthermore, in the Commitments, Bank of America agrees that any commodities

that Bank of America receives under a VPP and does not immediately sell to a third party will
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count against the aggregate volurne limits described therein associated with Bank of America’s
Physical Commodity Trading and Energy Tolling Activities.
b. Energy Management Agreements

Under the Energy Management Approvals, the Board authorized certain FHCs to
engage in Energy Management Services, subject to certain restrictions.

The BAC/ML Commodities Business currently acts as energy manager (“Energy
Manager”) providing Energy Management Services to owners of power generation facilities
{“Asset Owners™) under a number of Energy Management Agreements. These Energy
Management Agreements are contractual arrangements between the Asset Owner and the Energy
Manager for the provision by the Energy Manager of certain specifically defined Energy
Management Services designed to facilitate the prompt and economic dispatch of the facility’s
output into the power markets.

The Federal Energy Regulatory Commission (“FERC”) has acknowledged that

Energy Management Agreements play an important and beneficial role to customers in the
electricity marketplace,'® In the BAC/ML Commodities Business’s experience, Asset Owners
usually engage an Energy Manager to provide its expertise, credit support and/or trading
infrastructure to facilitate activities including, to the extent applicable, (i) the scheduling of
power sales into the day-ahead and real-time power markets, (ii) fuel supply arrangements in the
natural gas and other markets, and (iii) compliance with emissions certificate requirements.

Energy Management Agreements do not provide the Energy Manager with ownership or control

See Market-Based Rates for Wholesale Sales of Electric Energy, Capacity and Ancillary
Services by Public Utilities, 71 Fed. Reg. 33102 (June 7, 2006) at § 124.
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of the underlying power generation assets. Rather, the Asset Owner operates the facility using
its own employees and takes on the operating risks in connection with such operations.
Furthermore, the Asset Owner typically retains ultimate decision-making contro! over when its
generation asset will operate and how its output will be marketed.'®

Reference is made to the Confidential Supplement for additional information
concerning the Energy Management Agreements of the BAC/ML Commodities Business.

c. Energy Tolling Activities

Under the Energy Tolling Approvals, the Board authorized certain FHCs to
engage in Energy Tolling Activities, subject to certain restrictions.

The BAC/ML Commodities Business plans to engage in the near future in certain
Energy Tolling Activities, whereby one party (the “Energy Toller”) contracts for the right to call
on the Asset Owner of a power generation facility for the firm delivery of generated power
output in exchange for demand payments based on the market value of the generated power, and,
in some cases, delivery of fuel (such as natural gas) and emissions certificates. In addition, the
Energy Toller makes fixed capacity payments to the Asset Owner for the right to call on the
facility to generate power. The Energy Toller typically receives a margin on the sale of such

generated power to other customers or in the open market. In certain cases, such agreements can

Depending on the terms of each Energy Management Agreement, the Energy Manager
may have some discretion over certain activities related to the managed assets, including
over selling plant output in wholesale spot markets. However, such discretion is typically
limited by the terms of the applicable Energy Management Agreement and the associated
protocols, procedures and risk thresholds that the Asset Owner establishes for the
services provided by the Energy Manager.
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be structured as buy/sell arrangements of gas and power with the Energy Toller making net
payments to the Asset Owner,

Energy Tolling Activities can play a beneficial role to Asset Owners of existing
power generation facilities, and can also assist prospective Asset Owners in managing liquidity
needs and collateralization requirements in connection with financing the acquisition or
construction of new power generation facilities. Energy Tolling Activities do not provide the
Energy Toller with ownership or control of the underlying power generation assets. Rather, the
Asset Owner operates the facility using its own employees and takes on all operating risks. The
principal difference in the United States between Energy Tolling Activities and Energy
Management Agreements is that, in the former, the Energy Toller acts as principal for its own
account, and in the latter, the Energy Manager either acts as agent of the Asset Owner, or acts as
principal to the market for the benefit of the Asset Owner.

Reference is made to the Confidential Supplement for additional information
regarding the Energy Tolling Activities of the BAC/ML Commodities Business.

2. Additional Proposed Activities

In addition to Commodity Activities that the Board has already approved for
FHCs, the BAC/ML Commodities Business engages (or anticipates engaging) in certain other
Proposed Activities that may not yet have been specifically approved as Complementary
Activities for FHCs, but which are “complementary” to Bank of America’s conduct of Financial

Commodity Activities.
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a. Physical Commodity Trading Activities in Certain Cormmodities
Not Previously Approved for FHCs

The Commodities Business engages (or anticipates engaging) in Physical
Commodity Trading Activities in certain commodities -- specifically lead, tin and aluminium
alloy (the “Additional Commodities™) -~ which have not previously been approved by the Board
for FHCs, but for which a derivatives contract based on the commodity trades on a non-U.S.
exchange that is subject to a regulatory structure comparable to the one administered by the
CFTC (i.¢., in the case of the Additional Commuodities, the London Metal Exchange (“LME™)).
Such approval would be entirely consistent with the manner in which the Board, in the RBS
Order, analyzed (and approved)i Physical Commeodity Trading Activities in nickel (which, like
ea;:h of the Additional Commodities, has a derivatives contract traded on the LNIﬁ).

Reference is made to the Confidential Supplement for additional information
concerning the Physical Commodity Trading Activities of the BAC/ML Commodities Business
in relation to the Additional Commodities.

b. Asset Management Agreements

Asset Management Agreements (which are also called “asset optimization
agreements”) are arrangements under which one party (the “Asset Manager™) agrees to manage
on a contractual basis the gas supply, delivery and/or storage arrangements of a natural gas
market participant (the “AMA Counterparty”). The Asset Manager thus acts as a financial
intermediary in a principal capacity in transactions between AMA Counterparties and third
parties.

Under a typical Asset Management Agreement in the United States, the AMA

Counterparty would release pipeline transportation and/or storage capacity that it holds to the
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Asset Manager, along with associated natural gas inventory and natural gas purchase agreements
it has with third parties. The Asset Manager would use the released capacity to supply natural
gas back to the AMA Counterparty (so that the AMA Counterparty can fulfill its gas supply
requirements), and when the assigned capacity is not needed to supply the AMA Counterparty,
the Asset Manager would use the capacity to make relcases or natural gas sales to third parties.*”
While Asset Management Agreements may be fashioned in a myriad of ways, in the United
States there are several common components:

» First, the AMA Counterparty generally enters into a pre-arranged capacity
release with an Asset Manager at an agreed-upon rate.

* Second, the AMA Counterparty makes payments to the Asset Manager for the
gas supply service that the Manager performs. These payments may include
the AMA Counterparty paying the Asset Manager: (i) reimbursement of the
full cost of the released storage and transportation capacity, including any
storage or pipeline capacity-related fees (on the theory that the Asset Manager
will use the released capacity to transport the AMA Counterparty’s gas
supplies),?! (ii) a management fee for transportation-related tasks (e.g.,

nominations, scheduling, storage injections, etc.) associated with the Asset

20 In 2008, FERC provided regulations authorizing certain types of Asset Management

Agreements. See Order No. 712, Promotion of a More Efficient Capacity Release
Market, 123 FERC 1 61,286 (2008).

u Asset Management Agreements involve the use of pipeline and storage capacity assigned

by the AMA Counterparty to the Asset Manager. However, just as in the case of already
permitted Physical Commodity Trading Activities, such use does not involve any direct
ownership, operation or investment in any pipeline or storage facilities.
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Manager’s obligation to provide gas supplies to the AMA Counterparty, and
(iii) the Asset Manager’s cost of purchasing gas supplies for the AMA
Counterparty.

o Third, the Asset Manager generally shares with the AMA Counterparty the
value it is able to obtain from any portion of the released capacity and the
associated gas inventory and gas purchase and sales agreement that is not
needed to supply the AMA Counterparty’s gas needs. The Asset Manager
obtains such value cither by re-releasing the capacity or by using it to make
bundled sales to third parties. The Asset Manager may share that value by:
(i) paying a fixed “optimization” fee to the AMA Counterparty, (ii) sharing
profits with the AMA Counterparty pursuant to an agreed-upon formula, or
(i) making its gas sales to the AMA Counterparty at a price below market
levels.

In Europe, Asset Management Agreements are often known by the generic term
of Energy Management Services Agreements (among other similar terms).”* The services and
activities provided under Asset Management Agreements in Burope are functionally similar to,
but do not go beyond,? the services provided and activities undertaken under an Asset

Management Agreement in the United States.

2 Note that terms defined in this section (including “Asset Management Agreement”,

“Asset Manager” and “AMA Counterparty”™) and used for the purposes of describing such
Agreements in Europe are not used as terms of art, but have the specific meanings
ascribed to them in this section.
- Indeed, many European Energy Management Services Agreements are more like
straightforward client-accommodating purchases and sales of commodities.
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Under a typical Asset Management Agreement in Europe, the AMA Counterparty
pays a fee to the Asset Manager for services designed to provide a route to market (through the
Asset Manager’s purchases and/or sales to third parties) for gas produced and delivered by the
AMA Counterparty to the Asset Manager at a specified delivery point. The services provided by
the Asset Manager in this context can include making and receiving gas nominations, working
with the AMA Counterparty, gas field operator and terminal or storage operator to facilitate
deliveries and acceptance of gas, potentially arranging for the delivery of gas to meet the AMA
Counterparty’s contractual supply obligations under gas supply agreements with third parties,
and entering into financial and physical forward purchases and sales of gas and storage and
transportation capacity. It is also possible for the Asset Manager to share with the AMA
Counterparty profits from its onward sales and/or purchases of gas to/from third parties in the
market.

AMA Counterparties enter into Asset Management Agreements primarily for the
purpose of transferring storage and pipeline capacity and/or associated gas inventory and gas
purchase and sales agreements to entities that they perceive have greater skill and expertise both
in purchasing low cost gas supplies, and in maximizing the value of the released capacity and
associated agreements when they are not needed to meet the AMA Counterparty’s gas supply
needs. Thus, a fundamental purpose of an Asset Management Agreement is for the Asset
Manager to extract as much value from the released capacity and associated agreements as
possible and to share that value with the AMA Counterparty, which has contracted with the
Asset Manager precisely because of the Asset Manager’s expertise in this area. Permitting the
Asset Manager to perform this function rednces the AMA Counterparty’s costs, which ultimately
serves to reduce consumer costs.
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Numerous banking and non-banking competitors are active participants as Asset
Managers under Asset Management Agreements, including BG Energy Merchants, BNP Paribas
Energy Trading, BP Energy Company, Deutsche Bank, J.P, Morgan Chase & Co., Louis Dreyfus
and Sempra Energy Trading, Accordingly, if the BAC/MI Commodities Business were required
to discontinue its activities in the market for Asset Management Agreements, it would be at a
competitive disadvantage compared to FHC competitors (as well as with respect to the numerous
non-FHC competitors which are active in these markets).

FERC has acknowledged that Asset Management Agreements play an important
and beneficial role to customers in the natural gas marketplace in the United States.”* In
particular, Asset Management Agreements benefit local gas distribution companies (and
nltimately their customers) by maximizing the utilization and value of their facilities, reducing
the time and expense involved in managing gas supply and/or storage arrangements, and creating
efficiencies in the natural gas market by facilitating a more load-responsive gas supply. Asset
Management Agreements outside the United States serve a similar function.

Since all of the constituent components of Asset Management Agreements (e.g.,
fixed price gas supply, use of pipeline and storage capacity) are uniformly consistent with and
part of the Physical Cornmodity Trading Activities authorized under the BAC Qrder, Bank of
America submits that Asset Management Agreements are “complementary” to financial
activities to the same extent that Physical Commodity Trading Activities are “complementary” to

financial activities. Moreover, approving Asset Manapement Agreements as a Complementary

24 See Promotion of a More Efficient Capacity Release Market, 72 Fed. Reg, 65915

(November 26, 2007) at § 67-74.
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Activity would enable FHCs to offer the same integrated services to their customers that are
provided by a number of their non-FHC competitors.” FHCs would also acquire more
information about and experience in natural gas markeps in the course of engaging in Asset
Management Agreements, thereby improving their understanding of and ability to manage risks
relating to their Regulation Y-permissible Financial Commodity Activities.

In order to address any concerns that the Board may have with respect to Asset
Management Agreements, Bank of America has proposed certain Commitments with respect to
such Agreements, as set out in Exhibit A.

Reference is made to the Confidential Supplement for additional information
concerning the Asset Management Agreements of the BAC/ML Commodities Business.

c. Sub-Chartering Activities Relating to the Transportation of
Physical Commodities

In connection with its Physical Commodity Trading Activities (and consistent
with the Physical Commodity Trading Activities authorized under the BAC Order), the BAC/ML
Commodities Business enters into time charters, voyage charters and contracts of affreightment
in the oil tanker and bulk carrier markets for the purpose of transporting physical commodities
(“Chartering Activities™). In general, the Sub-Chartering Activities of the BAC/ML
Commodities Business occur when it sub-charters a portion of such chartered vessel’s capacity

(including period of hire) to a third party under a time charter or a voyage charter,

As noted above, to the best of BAC’s knowledge, certain FHCs are also currently
participants in the market for Asset Management Agreements.

25

CONFIDENTIAL FRB-PSI-500033



2007

The Sub-Chartering Activities of the BAC/ML Commodities Business serve to
reduc;e the risk of its Physical Commodity Trading Activities, including by enhancing the
BAC/ML Commodities Business’s understanding of charter markets, and allowing it to avoid
unnecessary costs relating to the chartering of vessel capacity that the BAC/ML Commodities
Business is not able to utilize fully on its own in connection with its Physical Commodity
Trading Activities.

Sub-Chartering Activities are no different in legal or contractual terms from
Chartering Activities generally, and the risks related to Sub-Chartering Activities are similar to
those that the Board has found acceptable with respect to the transportation of physical
commodities in connection with Physical Commodity Trading Activities. The BAC/ML
Commodities Business relies on the substantial physical trading, chartering and shipping
expertise of its legal, compliance and operations personnel, external counsel and technical
consultants in the monitoring of risks related to such Activities, including contingency planning
and response.

For purposes of this Notification, Bank of America submits that Sub-Chartering
Activities should be understc;od as an inherent part of Physical Commodity Trading Activities,
and related to the BAC/ML Commodities Business’s Financial Commodity Activities.
Numerous banking and non-banking competitors are active participants in charter and sub-
charter markets in connection with their Physical Commodity Trading Activities (including such
FHC competitors as Barclays PLC, Goldman Sachs, J.P. Morgan Chase & Co., Macquarie Bank
and Morgan Stanley).

Accordingly, Bank of America believes that Sub-Chartering Activities should not
be considered to be a separate activity (requiring separate Board approval as a “new”
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Complementary Activity), but, rather, that such Activities are an integral part of chartering
activities relating to the transportation of physical commodities in connection with Physical
Commodity Trading Activities (and, thus, are themselves a part of Physical Commodity Trading
Activities and complementary to Financial Commodity Activities). Moreover, the Commitments

set out in Exhibit A, derived from the Commitments which the Board has required in connection

with Physical Commodity Trading Activities, will minimize any storage, transportation, legal,
operational, environmental or reputational risks that could arise in connection with the
transportation of physical commodities or the Sub-Chartering Activities.

Reference is made to the Confidential Supplement for additional information
concerning the Sub-Chartering Activities of the BAC/ML Commodities Business.

3. Scope and Relative Size of the Proposed Activities

Reference is made to the Confidential Supplement.

4. Aunticipated Public Benefits of the Proposed Activities

Significant benefits will accrue to Bank of America’s present and future
customers and the market for commodity-related financial products and services as a result of the
conduct of the Proposed Activities. Bank of America expects that allowing the BAC/ML
Commodities Business to maintain the Proposed Activities in the portfolio of products that the
BAC/ML Commodities Business curtently offers will allow such Business the flexibility to tailor
and structure a full range of commodity-related products and services to meet customer needs,
and meet its own risk management objectives.

With the development of the market for Commodity Derivatives, only a handful

of the world’s largest and most sophisticated financial institutions are able to offer the breadth of
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commodity products that customers demand. As described in this Notification, Bank of America
possesses the financial resources, transactional experience and risk management structures to
continue to compete vigorously with existing market leaders. Allowing Bank of America to
f:ontinue to engage in the Proposed Activities will solidify its presence as a significant
competitor and improve liquidity in the market for financial services in the commodity sector.

S. Commitments

Bank of America proposes to conduct the Proposed Activities in accordance with
the Commitments set out in Exhibit A.

E. Risk Management and Internal Controls

1. Risks Posed by the BAC/ML Commodities Business

Market Risk: The BAC/ML Commodities Business will be exposed to
movements in the prices of commodities underlying the positions it holds in connection with the
Proposed Activities.

Reference is made to the Confidential Supplement for additional information
concerning Bank of America’s market risk management system applicable to the Proposed
Activities.

Credit Risk: In conducting the Proposed Activities, the BAC/ML Commodities
Business is exposed to the risk of counterparty default similar to the analogous risk of default
with respect to Financial Commodity Activities that do not require separate approval as
Complementary Activities. Bank of Ameriea applies its credit risk management and control
infrastructure to monitor and limit the amount, type and concentration of credit risk to which the

BAC/ML Commodities Business is exposed.
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Reference is made to the Confidential Supplement for additional information
concerning Bank of America’s credit risk management and contro! infrastructure applicable to
the Proposed Activities,

Operational Risk: The primary incremental risk posed by the Proposed Activities
is operational risk. Unlike Bank of America’s Financial Commodity Activities that do not
require separate approval as Complementary Activities, the Proposed Activities will at times
require the BAC/ML Commodities Business to arrange for the storage or transportation of
physical commodities. In this context (and by way of example), mechanical, technological,
natural or other similar failures may limit the BAC/ML Commodities Business’s ability to
arrange for the transportation of physical commodities through the appropriate channels, creating
a risk of default under physical delivery contracts. However, the BAC/ML Commodities
Business has experience in sourcing alternate supplies in spot markets and other measures to help
mitigate the potential impact of such defaults.

In addition, the trading of physical commaodities typically involves volumetric or
financial charges for operational occurrences (such as the typical and customary loss of small
amounts of product during transport and storage). The loss is typically distributed in industry
contracts as a percentage charge built into pricing for transportation and storage. Such charges
vary from physical operator to physical operator and contract to contract (generally depending on
the delivery points in question), and are typically disclosed during contract negotiations and on
regular account statements, Bank of America believes, therefore, that this incremental

operational risk can be reasonably quantified and allocated in market-standard contracts.
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Reference is made to the Confidential Supplement for additional information
concerning Bank of America’s operational risk management applicable to the Commodity
Trading Activities.

Legal Risk: Transactional rclationships in the markets for physical commodities
are often governed by relatively standard master agreements and are supported by well-
developed course-of-dealing trade practices. Therefore, the Proposed Activities are conducted in
an environment of relative legal certainty.

U.S. federal regulatory supervision of natural gas and other commodities markets
(and comparable regulatory supervision in non-U.S, markets) also mitigates risks associated with
the Proposed Activities and helps protect physical commodity markets from the adverse effects
of unfair competition, conflicts of interest and market manipulation. Indeed, U.S. commodities
markets are actively regulated by the CFTC, the National Futures Association and applicable
exchanges. In addition, FERC regulates interstate commerce in natural gas and power, including
with respect to the terms of transportation and the development of related infrastructure.
Regulations currently in place serve to (i) regulate the cost of certain transportation-related
services, (ii) ensure non-discriminatory access to markets, (iii) prohibit improper sharing of
information between a regulated transporter and its affiliates, and (iv) curtail the existence and
exercise of market power and other anticompetitive practices.

Additionally, each country in the European Union has an independent national
regulatory authority to ensure that gas and electricity market participants, including suppliers and
network companies, operate correctly and provide the services promised to their customers.
Since 2003, the European Regulators Group for electricity and gas, comprised of the heads of
each of these national regulatory authorities, has been working to advise and assist the European
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Commission in the consolidation of E.U. electricity and gas markets, with goals that include
harmonizing the powers and regulations of independent national regulators, improving cross-
border regulation, improving transparency and market access, and eliminating barriers to cross-

border trade.

Reference is made to the Confidential Supplement for additional information

concerning Bank of America’s legal risk management system applicable to the BAC/ML
Commodities Business.

Reputational Risk: Operational failures to perform under contracts for physical
delivery could expose Bank of America to reputational risks with end-users. The failure of
physical operators to actually make delivery in respect of commaodities could also expose Bank
of America to indirect reputational risk. Like other industry participants, the BAC/ML
Commodities Business will look to contractual provisions and regulatory tariffs to help mitigate
and control these risks. The application of the Commitments will also help to manage the
reputational risks related to the conduct of the Proposed Activities.

2. Control and Risk Management Infrastructure

To ensure that the Proposed Activities are conducted in a safe and sound manner
and in accordance with applicable law, rules and regulations, Bank of America has implemented
risk management processes which include appropriate oversight and supervision, managerial and
staff expertise, and risk identification, measurement and management information systems.
Bank of America’s well-established risk management policies, procedures and controls
(including in respect of Operations, Middle Office/Scheduling Functions, Finance, Legal,

Compliance, Market and Credit Risk, Management and Technology functions) are intended to
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ensure that appropriate risk limits are established, exposure is recorded and monitored against

such limits, and transactions are appropriately processed, recorded and documented.
Reference is made to the Confidential Supplement for a further description of

control systems and risk mitigants applicable to the conduct of the Proposed Activities.

a. Control and Risk Management Procedures Specific to the
BAC/ML Commodities Business

In addition to general risk management procedures and controls described above,
the BAC/ML Commodities Business has implemented a number of supplemental procedures and
controls specifically tailored to the risks and structure of the Business.

Reference is made to the Confidential Supplement for more information

concerning BAC/ML Commodities Business supplemental procedures and controls.

b. International Coordination

As part of its risk management procedures, the BAC/ML Commodities Business
conducts legal due diligence on a periodic basis with respect to jurisdictions outside the United
States in which transaction counterparties are located and commodity deliveries take place.

Reference is made to the Confidential Supplement for additional information
concerning the BAC/ML Commodities Business’ international legal due diligence process.

3. New Product Approval/Review Process

All new products or business initiatives launched by Bank of America are subject

to a customary internal approval processes {“New Product Approval Process™).

Reference is made to the Confidential Supplement for additional information
conceming the New Product Approval Process applicable to the BAC/ML Commodities

Business.
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F. Financial and Managerial Resources Available to Support the Conduct of the
Proposed Activities

I. Financial Resources

Although the ML Entities will be the primary members of the Bank of America
group involved in the Proposed Activities, they will be able to draw on the financial resources
and support of Bank of America and members of the Bank of America group.

In light of Bank of America’s size and capital levels described in Part LB.1 above,
Bank of America submits that the financial resources available to support the Proposed Activities
are more than sufficient to support the BAC/ML Commodities Business’s expected business and
operations.

Reference is also made to the Confidential Supplement.

2. Human Resources

Reference is made to the Confidential Supplement for information concerning the

management organizational structure of the ML Entities and the activities and experience of
certain employees of the BAC/ML Commodities Business. These employees have considerable
experience and expertise in the execution and multi-disciplinary risk management (including

operational risk management) of Commodity Activities (including the Proposed Activities).
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II. REQUEST FOR AUTHORIZATION TO CONDUCT THE PROPOSED ACTIVITIES

By this Notification, Bank of America requests the same authority previously
granted to certain other FHCs to conduct the Proposed Activities — as set forth in the Physical
Commodity Trading Approvals, Electricity Supply Contract Approvals, VPP Approvals, Energy
Management Approvals and Energy Tolling Approvals (collectively, the “Board Commodity
Approvals”) — from and following the end of the Grandfathering Period. As noted above,
favorable action with respect to this Notification would supplement the BAC Order and enable
the BAC/ML Commodities Business to continue to conduct (or, to the extent certain Physical
Commodity Trading Activities or Energy Tolling Activities have not yet been commenced prior
to the end of the Grandfathering Period, carry out its plans to conduct in the near future) the
Proposed Activities following the end of the Grandfathering Period.

Moreover, in support of favorable action with respect to this Notification, Bank of
America agrees to conduct all Complementary Activities in a manner fully consistent with the

terms and conditions of the Commitments.
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L. ANALYSIS OF FACTORS TO BE CONSIDERED UNDER 12 C.F.R § 225.89

A. The Proposed Activities are “Complementary” to a Financial Activity

Regulation Y currently permits FHCs to engage in Financial Commodity
Activities as activities that are “closely related to banking.” As reflected in the Board
Commodity Approvals, the Board has determined that (i) engaging in Physical Commodity
Trading Activities, including in relation to Long-Term Electricity Supply Contracts and VPPs,
(ii) engaging in Energy Management Agreements, and (iii) engaging in Energy Tolling
Activities, are complementary to Financial Commodity Activities. As described in Part LD
above, Bank of America also submits that engaging in customer-driven Asset Management
Agreements and Sub-Chartering Activities falls within the scope of Board Complementary
Orders’ existing authorizations.

Many of Bank of America’s principal bank and non-bank competitors provide
services similar to the Proposed Activities as part of a full-service package. As described in Part
LD above, the Proposed Activities will complement Bank of America’s financial activities both
in completing the range of financial and physical products and services that Bank of America can
offer and by enhancing the efficiency of its Commodity Activities. Bank of America submits,
therefore, that the Proposed Activities are “complementary” to Financial Commodity Activities
for purposes of Section 4(k)(1)(B) of the BHCA and Regulation Y.

B. The Proposed Activities Will Not Pose a Substantial Risk to the Safety and

Soundness of Bank of America, its Subsidiary Depository Institutions or the
Financial System Generally

The risks created by the Proposed Activities are to be governed by a
comprehensive system of multi-disciplinary risk management and mitigation already in place.

As described in Part 1.E above, the risks posed by the Proposed Activities are substantially the
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same as those managed by the Bank of America group in carrying out its Financial Commodity
Activities. The risk management infrastructure that Bank of America (and the BAC/ML
Commodities Business) have developed to support such Activities is applied to the Proposed
Activities and provides a similar level of control as to financial and other risks across all of Bank
of America’s Commodity Activities. Finally, the Commitments, which are substantially the
same as those provided by other FHCs in connection with the Board's approvals of their
proposals to engage in certain of the Proposed Activities, are designed to minimize the risks
associated with such Activities.

In light of the foregoing, Bank of America submits that the Proposed Activities
will not pose a substantial risk to the safety and soundness of Bank of America, its subsidiary
depository institutions or the financial system generally.

C. Approval of this Notification Will Produce Net Public Benefits

Bank of America submits that the authority to allow the BAC/ML Commodities
Business to contitue to conduct the Proposed Activities will produce significant benefits to its
present and future customers and will contribute to robust competition in the market for
commodity-related financial products with little cost or incremental risk to the public, The
benefits described in Part 1.D.4 above, including maintaining the cost-cfficiency, flexibility and
diversification of Bank of America’s Commodity Activities, would be immediate, obvious and
significant to Bank of America’s customers. Systemic benefits to the commodities markets
would also be significant, since maintaining Bank of America’s existing presence in commodity
markets will continue to add further Hquidity to such markets and make them more efficient. By

contrast, as described in Parts LE and IIL.B above, the incremental risk associated with
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maintaining the Proposed Activities is minimal and will be subject to the existing comprehensive

risk management framework of the BAC/ML Commodities Business.
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SPECIFIC INFORMATION REQUIREMENTS UNDER 12 C.F.R. § 225.89

A. Identify and define the proposed complementary activity, specifically
describing what the activity would involve and how the activity would be
conducted.

Reference is made to Part 1D above.

B. Identify the financial activity for which the proposed activity would be
complementary and provide detailed information sufficient to support a
finding that the proposed activity should be considered complementary to
the identified financial activity.

Reference is made to the Introductory Statement and Parts I.D and ITL.A
above.

C. Describe the scope and relative size of the proposed activity, as measured
by the percentage of the projected financial holding company revenues
expected to be derived from and assets associated with conducting the
activity.

Reference is made to Part 1.D.3 above.

D. Discuss the risks that conducting the activity may reasonably be expected
to pose to the safety and soundness of the subsidiary depository
institutions of the financial holding company and to the financial system
generally.

Reference is made to Parts L.E and ITI.B above.

E. Describe the potential adverse effects, including potential conflicts of
interest, decreased or unfair competition, or other risks, that conducting
the activity could raise, and explain the measures the financial holding
company proposes to take to address those potential effects.

Reference is made to Parts LE and III above.

F. Describe the potential benefits to the public, such as greater convenience,
increased competition, or gains in efficiency, that the proposal reasonably
can be expected to produce.

Reference is made to Part II1.C above.

G. Provide any information about the financial and managerial resources of
the financial holding company and any other information requested by the
Board.

Reference is made to Parts LE and LF above.
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EXHIBIT A'
COMMITMENTS

In order to ensure that the Proposed Activities do not pose a substantial risk to the safety and
soundness of Bank of America, depository institutions or the financial system generally, Bank of
America hereby commits to the Board to observe each of the following Commitments in
connection with the conduct by Bank of America of the Proposed Activities under the requested
approval from the Board for the ML Entities and its affiliates to engage in the Proposed
Activities as complementary to financial activities under Section 4(k)(1)(B) of the BHCA:

A. General

» Bank of America will conduct its Complementary Activities pursuant to the authority
of Section 4 of the BHCA and in accordance with the {imitations that the Board has
placed on the conduct of such Activities.

B. Physical Commodity Trading and Related Activities

» Bank of America will limit to 5% of Bank of America’s consolidated Tier 1 capital
the sum of (i) the aggregate market value of physical commodities that Bank of
America holds at any one time as a result of its Physical Commodity Trading
Activities, (ii) the present value of all capacity payments to be made by Bank of
America in the aggregate in connection with Energy Tolling Activities, (iif) the
market value of any physical commodities held by Bank of America as a result of a
failure of reasonable efforts to avoid taking delivery in commodities transactions
conducted pursuant to Section 225.28(b)(8)(i1)(B) of Regulation Y, and (iv) any
physical commodities that Bank of America receives under a VPP transaction and
does not immediately sell to a third party. In addition, Bank of America agrees to
notify the Federal Reserve Bank of Richmond if the total amount of the values set out
in clauses (i) through (iv) exceeds 4%.of Bank of America’s consolidated Tier 1
capital.

o Bank of America will take and make physical delivery of, or store, only Approved
Commedities; i.e., physical commodities for which derivative contracts have been
authorized for trading on U.S. futures exchanges by the CFTC (unless specifically
excluded by the Board) or which have been specifically authorized by the Board.

e Bank of America will not own, invest in or operate facilities for the extraction,
transportation, storage or distribution of commodities (except in satisfaction of debts
previously contracted or in connection with a nonperforming loan, or where such

Capitalized terms used in this Exhibit A and defined in the Notification to which this
Exhibit A is attached (the “Notification™) but not defined herein have the same meaning
in this Exhibit A as they have in the Notification.

A-l
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investment is otherwise permissible for an FHC) but will only use storage and
transportation facilities owned and operated by third parties, and will enter into
service agreements only with accredited, reputable independent third party facilities.

Bank of America will act solely as an intermediary in the physical commodities
markets, and will not process, refine, store or otherwise alter a physical commodity
itself. Additionally, Bank of America (i) will not contract for the exclusive right to
use a facility to alter commodities for any period of time, and (i) will contract with a
third party for any services it needs in connection with the handling of any
commodity. Consistent with the authority to engage in Physical Commedity Trading
Activities reflected in its Complementary Order, Bank of America will contract with
third parties (i) to alter only an Approved Commodity, and (ii) to alter the Approved
Commodity only into another Approved Commodity.

C. Long-Term Electricity Supply Contracts

Bank of America will enter into long-term electricity supply contracts only with large
commercial and industrial end-users that consume electricity at a rate of at least (i)
800 MWh/year, or (ii) the minimum consumption level for large commercial and
industrial customers under applicable state law, whichever is greater.

D. Energy Management Agreements and Asset Management Agreements

Bank of America will only act as Energy Manager or Asset Manager if the Energy
Management Agreement or Asset Management Agreement under which it performs
its services, as the case may be, provides that:

o Inthe case of an Energy Management Agreement, the Asset Owrner of the
relevant facility retains the right to market and sell power directly to third parties,
which may be subject to the Energy Manager’s right of first refusal;

o Inthe case of an Energy Management Agreement, the Asset Owner of the
relevant facility retains the right to determine the level at which the facility will
operafe (i.e., to dictate the power output of the facility at any given time);

o Inthe case of an Energy Management Agreement or Asset Management
Agreement, neither the Energy Manager nor the Asset Manager nor their affiliates
guarantee the financial performance of the relevant facility;

o In the case of an Energy Management Agreement or Asset Management
Agreement, neither the Energy Manager nor the Asset Manager nor their affiliates
bear any risk of loss if the relevant facility is not profitable; and

o Inthe case of an Energy Management Agreement or Asset Management
Agreement, neither the Energy Manager nor the Asset Manager exercises control
over the general management or operations of an Asset Owner or AMA
Counterparty or any power generation, pipeline or storage facility under such
Agreement.

A-2
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E. Sub-Chartering Activities

¢ Bank of America will not maintain ownership or exercise contro! over the general
management or operations of any chartered vessel or its owner.

® Any vessel that carries oil in connection with Bank of Arerica’s Chartering or Sub-
Chartering Activities will (i) be 2 member of a Protection and Indemnity Club and
carry the maximum insurance for oil pollution available from the Club, (ii) be subject
to age limitations, (jii) be inspected under the Ship Inspection Report program of the
0il Companies International Marine Forum (the industry group to which most of the
0il company market participants are members, and to which most vessel owners
submit their vessels for inspection under such program),” and (iv) have appropriate
spill response plans and equipment. Similar requirements will apply to vessels that
carry other environmentally-sensitive products, such as natural gas.

* Bank of America will (i) have a comprehensive backup plan in the event any vessel
owner in connection with Bank of America’s Chartering or Sub-Chartering Activities
fails to respond adequately to an oil spill, and (ii) hire inspectors to monitor the vessel
loading and discharging of BAC/ML Commodities Business cargo.

¢ Bank of America will maintain insurance with creditworthy Protection and Indemnity
Clubs and/or insurers to cover contractual, tortious or statutory liabilities to third
parties (including cargo owners, vessel owners and environmental damage claimants
(e.g.. property owners, fishermen claiming loss of business, and state authorities
carrying out clean-up)) arising from a vessel chartered as part of Bank of America’s
Chartering or Sub-Chartering Activities.

F. Aggpregate Revenue Limits

* Bank of America will limit to 5% of Bank of America’s total consolidated operating
revenues the surn of all revenues attributable to Bank of America’s (i) Energy

Prior Board Complementary Orders included a commitment that any vessel that carries
oil in connection with Chartering Activities will “be approved by a major international oil
company”, The major international oil companies have ceased providing this approval
directly and the industry equivalent is the inspection program under the Ship Inspection
Report program which is conducted by the Oil Companies International Marine Forum
(and includes records of the prior vessel inspections carried out at the request of oil
companies) and is available only to members of the industry group. The BAC/ML
Commodities Business is a Ship Inspection Report program-subscribing member of the
0Oil Companies International Marine Forum.

A-3
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Management Agreements, (ii) Asset Management Agreements, and (jii) Sub-
Chartering Activities.?

G. Assure Proper Risk Management and Controls

* Bank of America will assure proper risk management and controls over all
Complementary Activities.

* * *

None of the foregoing Commitments restrict the existing authority of Bank of America to deal in
foreign exchange, precious metals or any other bank-eligible commodity.

3 “Total operating revenues” is defined as net interest income and all non-interest revenue,

including net securities gains but excluding extraordinary items.

A4
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Stvepson THACHER & DARTLETT LIP
425 LEXTNGTON AVENUE
Nxw Yorx, N.Y.10017-3964
{218} 452000

FACSDMILE: (212} 4552002

Drmscr Diar Nusser E-MAI. ANDRESS

(212) 4552250 smegin@sthlaw.com

PRIVILEDGED AND CONFIDENTIAL

October 2, 2012

RE: Notice by The Toronto-Dominion Bank to ;
Engage in Commodity Trading Activities )

M. Ivan J. Hurwitz

Bank Supervision Officer

Federal Reserve Bank of New York =
33 Maiden Lane, 20" Floor ™
New York, New York 10045

Dear Mr. Hurwitz:

The Toronto-Dominion Bank (*TD”), a financial holding company within the
meaning of Subpart T of Regunlation Y, is filing this notice (the “Notice™), pursuant to
Section 4(k)(1)(B) of the Bank Holding Company Act of 1956, as amended, and Section
225.89 of Regulation Y, to request the prior approval of the Board of Governors of the
Federal Reserve System (the “Board”) to engage in physical trading of nonfinancial
commodities in the United States as ax activity that is complementary to the financial
activity of engaging regularly as principal in trading and investing in derivative contracts
based on nonfinancial commodities.

TD conducts the majority of its commodity trading activity in financial

natural gas, physical natural gas, financial crode oil, financial refined oil products, financial

Dromve Howo Koweg  HousToN LowNpoN Los ANGELES Paro Arro  SXo Pavro Tomyo WASHINGTON, D.C.
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metals trading and physical precious metals. TD has been a dealer in commodity derivatives
in both Canada and the United States since 2000 and has traded in precious metals (financial
and physical) since 2009.

‘With respect to energy commadities, a team of approximately 31 people are
directly employed in performing roles in sales, trading, physical gas control, risk
management, documentation, accounting and senior management. In 2003, TD began
trading in physical natura! gas in Canada exclusively primarily to serve client needs and as a
way of conducting more effectively its derivatives activities. Since then, physical natural
gas clients include natural gas exploration and production companies, local gas distribution
companies (utilities), commodity chemical manufacturers, natural gas liquids extraction
plants, forest products firms, food and beverage producers, and greenhouses. TD conducts
physical natural gas transactions at various trading hub locations across Canada and engages
in the storage of natural gas at or near several of these locations. Based on information from
the Natural Gas Exchange (NGX), TD is among the top five natural gas trading companies
in Canada by volume.

TD, through its indirect wholly-owned subsidiary, TD Energy Trading Inc., a
corporation formed under the law of Calgary, Canada, now proposes to expand its energy
commodity activities to include trading and stroctured financing transactions in the natural
gas markets in the United States (the “Complementary Activities”). Some of these
transactions will require TD to make or take physical delivery of natural gas and, in some

instances, to store natural gas, as described in more detail below.
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The discussion below repeats the information requirements contained in
Section 225.89 of Regulation Y, followed by TD’s response or reference to an exhibit where
the response is contained.

Tdentify and define the proposed complementary activity, specifically describing what the
activity would involve and how the activity would be conducted. ldentify the financial
activity for which the proposed activity would be complementary and provide information
sufficient to support a finding that the proposed activity should be considered

complementary to the identified financial activity.

Regulation Y authorizes bank holding companies to engage as principal in
derivative contracts based o financial and nonfinancial assets. Regulation Y generally does
not permit bank holding companies to take or make delivery of nonfinancial commodities
underlying commodity derivatives, or to purchase or sell nonfinancial commodities in the
spot market.

TD regularly engages as principal in commodity derivatives that are
permissible for bank holding companies and that are based on a variety of commodities,
including natural gas. TD requests the Board to permit it to purchase and sell these and
other physical commodities in the spot market and take and make delivery of physical
commodities to settle commodity derivatives.

TD believes that there is a strong connection between the Complementary
Activities and TD’s existing activities relating to commodities. TD is involved in physical
commaodity markets in Canada primarily to serve client needs and as a way of conducting
more effectively its derivatives activities. In order to compete effectively in the commodity
derivatives business, it is important to be able to enter into physically settled transactions

and, from time to time, to make or take physical delivery of, or store, the underlying
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commodity. The authority to engage in the Complementary Activities will enable TD to be
a more effective and efficient competitor in its existing commodities derivatives business.

TD will also be able to more effectively hedge transactions in its existing
business if it has the authority fo engage in the Complementary Activities.

The Complementary Activities will allow TD to provide risk management
services that more effectively meet clients’ demands. It is often more efficient for clients to
finance transactions by securing borrowings with physical commodities. To maintain and
expand its lending relationships with such clients, TD requires the ability to hold title to
physical commodities. The ability to take title to, or store, the underlying commodity will
allow TD to structure transactions for clients ina way that best serves its clients’ risk
management needs.

The involvement of TD in physical commodities activities will also provide it
with ac;cess to irxrformation reparding the physical markets, which will enhance its ability to
structure transactions for clients and improve its risk management capability.

The Board previously has determined that Commodity Trading Activities
involving a particular commodity complement the financial activity of engaging regularly as
principal in commodity derivates based on that commodity.! TD submits that the
Complementary Activities are complementary to its existing commodity derivative

activites.

! See, e.g., Barclays Bank PLC, 90 Fed. Res. Bull. 511 (2004); UBS AG, 90 Fed. Res.
Bull. 215 {2004); Citigroup, Inc., 89 Fed. Res, Bull. 508 (2003).
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Describe the scope and relative size of the proposed activity, as measured by the percentage
of the projected financial holding company revenues expected to be derived from and assets
associated with conducting the activity.

Confidential Exhibit 1 contains projections of the expected size of the
Complementary Activities in energy commodities over the next three years and the revenues
that the Complementary Activities are expected to generate during such period.

The market value of cdmmodities held by TD as a result of Complementary
Activities will not exceed 5% of TD’s consolidated tier | capital, as calculated under its
home country standard. For purposes of this calculation, TD will include the market value
of any commodities held by TD as a result of a failure of its reasonable efforts to aveid
taking delivery under Section 225.28(b)(8)(i)(B) of Regulation Y. TD will notify the
Federal Reserve Bank of New York if the market value of commeodities held by TD exceeds
4% of its tier 1 capital.

Discuss the risks that condueting the activity may reasonably be expected to pose to the

safety and soundness of the subsidiary depository institutions of the fipancial holding
company and to the financial system generally.

The Complementary Activities will entail various types of risk. TD has
established and maintains policies and procedures for monitoring, measuring, and
controlling the credit, market, settlement, reputational, legal and operational risks involved
in its existing commodity activities, which include trading of both derivative and physical
contracts. These policies and procedures address key areas such as counterparty credit risk,
value-at-risk methodology and internal limits with respect to commodity trading. In
addition, TD has committees that monitor and approve new business and new products, as

well as major changes that cou!d expose TD to operational or reputation risk. Other internal
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control elements, such as appropriate reporting lines, proactive control functions and
periodic internal audits, help manage inherent risks of commodity derivative activities. The
policies, committees and control functions referred to in this paragraph are described in
Confidential Exhibit 2.

The potential risks of the Complementary Activities will be further managed
by the 4% limit on the market value of commodities held pursuant to this activity (discussed
above) and TD’s commitment that, in conducting its Complementary Activities, TD will not
(i) own, operate, or invest in facilities for the extraction, transportation, storage, or
distribution of commuodities, or (ii) process, refine, or otherwise alter commodities. In
conducting the Complementary Trading Activities, TD will use appropriate storage and
transportation facilities owned and operated by third parties.

TD will take and make delivery only of physical commodities for which
derivative contracts have been authorized for trading on a U.,S. futures exchange by the U.S.
Commodity Futures Trading Commission (the “CFTC”}.

In light of the foregoing, TD does not believe that the proposed activities may
reasonably be expected to pose significant risk to the safety and soundness of its subsidiary
depository institutions, U.S. branches and agencies or to the financial system generally.
Describe the potential adverse effects, including potential conflicts of interests, decreased or

unfair competition, or other risks, that conducting the activity counld raise. and explain the
mieasures the financial holding company proposes to take to address those potential effects.

TD believes that it has the managerial expertise and internal control

framework necessary to manage adequately the risks of taking and making delivery of
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physical commodities as proposed. Moreover, TD is experienced in managing such risks
because it engages in physical commodity trading activities in Canada.

TD does not believe that the proposed activities will result in decreased or
unfair competition. In fact, TD’s expansion in the Complementary Activities will be
precompetitive. TD will enter this market in the United States as a new competitor rather
than by acquiring an existing competitor. Permitting TD to engage in the Complementary
Activities will provide existing competitors in those markets, which include both non-
financial holding companies and financial holding companies such as Citigroup, Barclays,
Bank of America and UBS, among others, with additional competition. Permitting TD to
engage in the Complementary Activitics will also enhance competition by adding additional
participants in the spot market for nonfinancial commodities and by permitting TD to offer a
full range of commodity-related services to its customers.

Finally, the potential for any adverse effects is further reduced by the fact that
TD and its Commeodity Trading Activities will be subject to applicable commodities laws
and certain rules and regulations of the CFTC, which is specifically charged with preventing
fraud, manipulation and abuse in commodity markets generally, including the markets for
cnergy commaodities.

Describe the potential benefifs to the public, such as preater convenience, increased
competition, or gains in efficiency, that the proposal reasonably can be expected to provide.

Authorizing TD to engage in the Complementary Activities will provide

benefits to the public by enabling the clients of TD to structure their transactions in the
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manner that is most desirable from the perspective of both efficiency and risk management,
rather than having the structure of such transactions driven by regulatory constraints.

As discussed above, permitting TD to engage in the Complementary
Activities will enhance competition by allowing an additional competitor to offer a broader
range of products to its customers.

The Complementary Activities would better enable TD to improve its own
risk management practices, by providing it with greater information regarding the physical
markets, by facilitating the management of its delivery and receipt obligations, and by
enabling it to hedge its derivatives positions more effectively.

Provide any information about the financial and managerial resources of the financial
holding company and any other information requested by the Board.

A copy of TD’s 2011 Annual Report and quarterly reports for 2012 are

aftached as Public Exhibit 1 to this Notice.
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* ¥ *
Confidential treatment is requested for Confidential Exhibits 1 and 2 on the

grounds that they contain information that is not otherwise available to the public, the

disclosure of which would be likely to cause TD substantial competitive harm. Confidential

treatment is therefore warranted pursuant to 5 U.S.C. § 552(b)(4) and 12 CF.R. Part 261.
Please address any questions regarding this Notice to me at 212-455-2250 or

smcginn@stblaw.com, or Mark Chorazak at 212-455-7613 or mchorazak@stblaw.com.

Very truly yours,

Stacie E. McGinn

Enclosures
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2. Objective
This document is intended to give the user a high level understanding of the business
context and Operations support structure in place to support the physical products
traded by the Morgan Stanley Commodities Division. In the document, the major
functions performed by each of the physical support teams are described as well as a
description of some of the key relationships and contractual agreements that are
significant for the Operations team.

3. Detail

A. Locations

Morgan Stanley trades numerous physically-settied products out of offices in
Westchester (New York), London, Calgary, and Singapore. In additon,
Transmontaigne personnel trade and schedule physical oil products from their offices in
Denver, Colorado while acting as agent for MSCG. (Please see below for an overview

of our relationship with Transmontaigne.)

Direct Operations support personnel for these physical products are located in
Westchester (New York), London and Singapore, with indirect support personnel (Cash
Management, Operations Risk, Cross Product Support, etc.) located in the Firm's
offices throughout the world.

B. Organization

T —
Redacted By
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The following section describes several of our key external business relationships that
are managed by the physical support teams within Morgan Staniey Commodities
Operations. These summaries are intended to highlight arrangements in which
nonstandard support processes are necessary to perform key functions.

I. Our relationship with United Airlines (New York Physical Operations)

MSCG has a long-term jet fuel supply agreement with United Airlines (UAL) intended to
cover the majority of United's demand for fuel at airport focations in the United States.
As part of the agreement, MSCG engages in physical and financial trading associated
with supplying UAL. MSCG also shares, with UAL, profits on trading and marketing
activities that are directly related to United’s consumption and the use of UAL-assigned
infrastructure. Under the agreement MSCG owns and manages the inventories
required to support deliveries to UAL and has been assigned from them, the storage
and transportation agreements needed to support this business.

From an Qperations perspective, under this agreement with United Airfines, trades are
booked under “Term Deals” (described in prior sections) in which each individual
delivery transaction is not confirmed/affirmed on an individual basis. Deliveries are via
in tank stock transfers and are settled on a prepay basis, one business day prior to
delivery. Most locations do not require pricing true ups as fixed price sales, with taxes
and fees included in the payment, are in place. However, for certain West Coast
locations, the deals are priced with a current month average, so they require a monthly
true up once the trade has completed pricing.

Although the mechanics of the margining process is discussed elsewhere, it is important
to note that the UAL agreement permits MSCG to margin UAL on a daily basis, taking
into account both the outstanding exposure for financial and physical trades as well as
the profit sharing balance that may be owed back to UAL periodically.

J. London Physical Operations Group

Effective in 2008, Morgan Stanley's Commodities Group (MSCG) executed an
agreement with INEOS, the world's third-largest chemical company and a feading
independent crude oil refiner in Europe. In the agreement, MSCG provides a broad
range of commodity services to INEOS and supports INEQS's refinery operations in
Grangemouth, Scotland and Lavera, France. Under the agreement, MSCG provides
INEOS with critical supply, trading and working capital services, while procuring and
owning almost all of the crude and feedstocks used as inputs to the refineries and
offtaking a significant portion of the outputs of those refineries. INEQOS have seconded
a core team of employees to Morgan Stanley’s London office to support the operation to
help both companies capture and share significant commercial synergies. The parties
share in profits associated with refinery optimization and certain trading activities.

Redacted By

Permanent Subcommittee on Investigations
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K. Our relationship with Transmontaigne (New York Physical Operations)

In September, 2006, Morgan Stanley Capital Group Inc. ("MSCG") acquired 100% of
the equity of TransMontaigne inc. ("TMG"), an entity that Morgan Staniey currently
consolidates for accounting purposes.

TMG’s affiliates are primarily engaged in supplying physical refined petroleum products
to customers and providing services related to the marketing, transportation and storage
of such products. MSCG has entered into a number of "arms-length” supply and
service agreements with TMG's affiliates. TMG and its affiliates maintain their own trade
processing and financial systems, and, as a result, all transactions and fees relating to
the supply of product and the provision of related services among MSCG and TMG's
affiliates are entered into both Morgan Stanley and TMG systems.

One such key agreement is the Terminal Servicing Agreement (“TSA”) between MSCG
and TransMontaigne Product Services Inc., a TMG subsidiary (“TPSY”). Under the TSA,
MSCG sells TPSI physical refined pertroleum products on a "just-in-time" basis so TPSI
can then re-sell to the products to their customers.

All transactions between MSCG and TPSi are entered into both TPSI's and MSCG's
trade processing systems. On a daily basis, a secure file is sent to represent the cases
where TPS! has sold product to customers, and in turn has bought from MSCG with the
title transfer at the flange of the truck. These transactions are sent to MSCG and are
automatically uploaded into the trade and settlement processing systems. NY Phys
Ops is responsible for invoicing these sales to TPSI daily. In addition, Phys Ops also
performs monthly terminal reconciliations on all locations where product is stored at
their oil terminals to verify inventory volumes.

Also, under a series of terminal servicing agreements between MSCG and
TransMontaigne Partners LP, a TMG affiliate (“TLP”), MSCG pays fees to TLP for
terminaling and transportation services. These fees are recorded under the normat
process as a contra-revenue on MSCG's books and also recorded on the TLP’s
financial statements.

TMG affiliates maintain their own books and records and on a monthly basis provide
their income statement and balance sheets to Morgan Stanley to be included in the
consolidated financial statements, From a consolidated perspective, all internal
revenues and expenses are eliminated.

Morgan Stanley
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450 LEXINGTON AVENUE MENLD PARK
NEwW YORK, NY iQ0O1 7 wasHiNnGTON, D.C.

212 450 ance
FAX 212 450 DBOD PARIS

FRANKFURT

LONDON

MADRID
Toxro
RAKRDALL D. GUYNN BELING

212 450 4239
RanDaLL.GUYRH@DPW.COM HONG KoNG

March 25, 2009

Re:  Grandfathered Commodities Activities

Scott Alvarez, Esq.

General Counsel

Board of Governors of the Federal Reserve System
20th Street and Constitution Avenue, N.-W.
Washington, D.C. 20551

Dear Mr. Alvarez:

In our ‘opinion, Section 4{o) of the Bank Holding Company Act of 1956
(the “BHC Act”) permanently grandfathers from the restrictions on nonbanking
activities and investments contained in Section 4(a) of the BHC Act the
continuation by Morgan Stanley and any of its affiliates in any trading, selling and
investing in any type of commodities or related physical properties or facilities,
including any processing, extracting, storage, transport OT power generation
facilities, as well as any activities related thereto.

Discussion

Section 4(0) of the BHC Act provides that-any company that becomes a
financial holding company after November 12, 1999 “may continue to engage in,
or directly or indirectly own or control shares of a company engaged in, activities
related to the trading, sale, or investment in commodities and underlying physical
properties,” provided that the following conditions are satisfied:

* Not BHC or Fdreign Bank. The company was not a bank holding
company or foreign bank as of November 12, 1999;

e Past Activities Conditions. The company “lawfully was engaged,
directly or indirectly, in any of such activities as of September 30,
1997, in the United States” (emphasis added);

*  Asset Limitation. The aggregate consolidated assets of the

company attributable to commodities or commodities related
activities that are not otherwise permitted to be held by a financial

CONFIDENTIAL FRB-PSI-706298
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holding company (other than under Section 4(0) of the BHC Act)
must not at any time exceed 5 percent of the company’s total
consolidated assets or such higher percentage that the Board. of
Govemors of the Federal Reserve System (the “Board™) may
permit; and

» Cross-Marketing Limits. The company does not permit:

o any company, the shares of which it owns or controls
pursuant to Section 4(0) of the BHC Act to offer or market
any product or service of an affiliated depository
institution; or

o any affiliated depository institution to offer or market any
product or service of any company, the shares of which
area owned or controlled by it pursuant to Section 4(0) of
the BHC Act.’ :

In other words, the plain language of Section 4(0) authorizes a qualifying
financial holding company to continue to engage in any activities related to
trading, selling and investing in any type of commodities and related physical
properties or facilities, if certain conditions are satisfied. Section 4(o) does not

! The full text of Section 4(0) is set forth below:
“Regulation of certain financial holding companies

(0) Notwithstanding subsection (a) of this section, a company that is not a bank holding
company or a foreign bank (as defined in section 1(b)(7) of the International Banking Act of 1978)
and becomes a financial holding company after the date of enactment of the Gramm-Leach-Bliley
Act [November 12, 1999], may continue to engage in, or direcily or indirectly own or control.
shares of a tompany engaged in, activities related io the trading, sale, or investment in
commodities and underlying physical properties that were not permissible for bank holding
companies to conduct in the United States as of September 30, 1997, if—

(1) the holding company, or any subsidiary of the holding company, lawfully
was engaged, directly or indirectly, in any of such activities as of September 30, 1997, in
the United States;

(2) the auributed aggregate consolidated assets of the company held by the
holding company pursuant to this subsection, and not otherwise permitted 1o be held by a
financial holding company, are equal to not more than 5 percent of the total consolidated
assets of the bank holding company, except that the Board may increase that percentage
by such amounts and under such circumstances as the Board considers appropriate,
consistent with the purposes of this Act; and ‘

(3) the holding company does not permit—

(A) any company, the shares of which it owns or controls pursuant lo
this subsection, to offer or market any product or service of an affiliated depository
institution; or

(B) any affitiated depository institution to-offer or markel any product
or service of any company, the shares of which are owned or controiled by such
holding company pursuant to this subsection.” '

CONFIDENTIAL FRB-PSI-706299
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merely authorize the retention of investments in commodities or related physical
properties or facilities made or held as of a certain date. Instead, it expressly
extends to the continuation of any activities related to the trading, selling and
investing in any type of commodities and related properties or facilities, if certain
conditions are satisfied. :

Related Physical Properties or Facilities

Although Section 4(0) does not define the term “underlying physical
properties,” it is clear from both the context of those words in the statutory
language and the legislative history that Congress intended for the term to be
broadly construed and to include, at a minimum, owning and operating properties
and facilities used to extract, process, store and transport commodities.

The term does not refer to the physical commodities underlying any
contracts for such commodities. Section 4(0) expressly refers to those assets when
it authorizes the continuation of any trading, sale or investment in “commodities,”
meaning the physical commodities underlying any commodities contracts. Thus,
the term “underlying physical properties” clearly refers to something else. While
the term is not defined in the statute and its specific meaning may not be clear
from a dictionary reading of those words, the legislative history makes it clear that
they were intended to refer to physical properties or facilities related to the
trading, selling or investment in commodities, including physical properties or
facilities used fo extract, process, store, transport or generate commodities.

Section 4(0) was added to the BHC Act by Section 103(2) of the Gramm-
Leach-Bliley Act of 1999 (the “GLB Act”),” and was based on an amendment to
H.R. 1062,” one of the first House bills that eventually became the GLB Act.

H.R. 1062 was introduced in the House on February 25, 1995 during the
104" Congress by Representative Leach and was referred to the House Banking
and Financial Services Committee {the “House Banking Committee”).4 It was
reintroduced in the House as H.R. 10 during the 105" and 106™ Congresses,” and
formed the core of S. 900,° which was introduced in the Senate during the 106"
Congress and became the GLB Act following a conference between the House
and the Senate.’

* Pub. L. No. 106-102, 106® Cong., 1' Sess. (Nov. 12, 1999), 113 Stat. 1338-1481

(1999).
* HR. 1062, 104" Cong., 1% Sess. (February 25, 1995),
* See H.R. 1062, 104” Cong., 1% Sess. at 1 (June 22, 1995).
599) * H.R. 10, 105" Cong., 1* Sess. (Jan. 7, 1997); H.R. 10, 106" Cong., 1st Sess. (Jan. 6,
1999).

¢ 8. 900, 106" Cong., 1% Sess. (Apr. 28, 1999),

7 See Conf. Rep. No. 106-434 (Nov. 2, 1999).

CONFIDENTIAL FRB-PSI-706300
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The language of Section 4(o) relevant to this question — namely, that
certain companies are authorized to engage in “activities related to the trading,
sale, or investment in commodities and underlying physical properties” as long as
certain-conditions were satisfied — remained unchanged throughout the legislative
process.

The original version of H.R. 1062 did not contain an exemption for
commodities or commodities-related activities.® The provision that formed the
basis of Section 4(o) first appeared in the amended version of H.R. 1062 that was
reported out of the House Banking Committee on May 18, 1995 and was referred
to the House Commerce Committee.” That amended bili contained the following
exemption, in relevant part:

“(C) COMMODITIES.—

0 In GENERAL.—AN investment bank holding company
predominantly engaged as of January 1, 1995, in securities activities in the
United States (or any successor of such company) may engage in, or
directly or indirectly own or control shares of a company engaged in,
activities related to the trading, sale, or investment in commodities and
underlying physical properties that were not permissible for bank holding
companies 1o conduct in the United States as of January 1, 1995, provided
such investment bank holding company, or any subsidiary of such holding
company, was engaged directly, indirectly, or through any such company
imany of such activities as of January 1, 1995, in the United States.”
(Emphasis added.)”®

The House Banking Committee Report accompanying the amended bill
described the purpose and scope of this precursor to the Commodities Exemption
as follows:

“Section 12(a){(1)(C) permits firms whose activities in the United States on
January 1, 1995 were predominantly securities activities to engage fully in
all commodities activities if the firm was engaged, directly or indirectly, in
the United States, on January 1, 1995, in any commaeodity activity which
was not then permissible for a bank holding company to conduct in the
United States. The Committee intends that activities relating to the trading,
sale or investment in commodities and underlying physical properties shall
be construed broadly and shall include owning and operating properties
and facilities required to extract, process. store and transport
commodities.” (Emphasis added.)"’

¥ See H.R. 1062, 104™ Cong,, 1* Sess. (Febroary 25, 1995).
® See H.R. 1062, 104™ Cong., 1% Sess. at 1 (June 22, 1995).
W rd at97.

" H.R. Rep. No. 104-127, Part 1, at 97 (May 18, 1995).

CONFIDENTIAL - FRB-PSI-706301
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The bill contained the identical exemption when it was reported out of the
House Commerce Committee on June 22, 1995.'2 The House Commerce
Committee Report also described the purpose and scope of the Commodities
Exemption in identical terms."

The same core language referring to “underlying physical properties” was
carried over into H.R. 10, as introduced into the 105" and 106™ Congresses,'*
used in the commodities exemption added to the Senate version of the bill - S.
900 — during the 106™ Congress,'® and used in the final language of the statute.
We have been unable to find any legislative history suggesting a different
meaning for the term “underlying physical properties.”

While the ownership and operation of power generation facilities are not
specifically mentioned in the legislative history, we believe that they are included
within the term “underlying physical properties” because Congress stated that the
term was to be “construed broadly” and was to “include” the ownership and
operation of properties and facilities required for the extraction, processing,
storage and transportation of commodities. By choosing the word “include,” it is
clear that Congress intended for the specific list of permissible underlying
physical properties to be illustrative, not exhaustive of what is permitted — that is,
what is permitted at a minimum. Combined with the instruction that the term
“underlying physical properties” is to be construed broadly. we believe that the
ownership and operation of other properties and facilities related to permissible
commodities trading and investment activities, such as electrical power generation
facilities, were intended by Congress to be included within the term because
trading, selling and investing in electrical power is clearly a grandfathered
commodities activity.

Continuation of Activities

The language and history of Section 4(0) also make itclear that any new
financial holding company that satisfies the conditions of the grandfathering
provision may continue any activities relating to the trading, sale or investment of
any type of commodities or related physical properties or facilities that it had been
directly or indirectly engaged in when it became a financial holding company.
Section 4(0) does not merely grandfather certain otherwise impermissible
investments that were made as of a certain date. It permanently grandfathers the
continuation of certain otherwise impermissible activities after the company
becomes a bank holding company.

" H.R. Rep. No. 104-127, Part 3, a1 25 (June 22, 1995).
2 1d, at90.

" H.R. 10, 105" Cong., 1% Sess. at 112 (Jan. 7, 1997); H.R. 10, 106™ Cong,, 1* Sess. at
112 (Jan. 6, 1999).

5. 900, 106" Cong., 1% Sess. at 142 (Tuly 20, 1999).
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Specifically, Section 4(0) authorizes a qualifying financial holding
company that “becomes a financial holding company after the enactment date” of
the GLB Act to continue to engage in activities related to the trading, sale and
investment in commodities and underlying physical properties that were not
permissible for a bank holding company on September 30, 1997 if certain
conditions are satisfied. The statute thus contemplates the following sequence of
events: (1) an entity conducted “any of such activities” on September 30, 1997,
(2) the GLB Act is enacted (November 12, 1999), and (3) an otherwise qualifying
company subsequently becomes a financial holding company. In this sequence of
events, the otherwise qualifying financial holding company. is-authorized to
continue to engage in the trading, sale and investment of commodities and
underlying physical properties, and related activities, after becoming a financial
holding company.

The legislative history is consistent with this reading of Section 4(0). The
word “continue” was added to the Senate’s version of the bill by Senator Gramm
to make it clear that a qualifying financial holding company could continue ifs
existing commodities activities and not be required to divest any commodities
investments or discontinue any commodities activities in order to enjoy the
benefits of becoming a financial holding company. Senator Gramm explained the
purpose of his addition as follows:

“The above amendment assures that a securities firm currently engaged in
a broad range of commodities activities as part of its traditional investment
banking activities, is not required to divest certain aspects of its business
in order to participate in the new authorities granted under the Financial
Services Modernization Act. This provision ‘grandfathers’ existing
commodities activities.” (Emphasis added.)'®

The purpose and scope of the exemption were also described in the report
of the Senate Banking, Housing and Urban Affairs Committee (the “Senate
Banking Committee™) on April 28, 1999,

“This section also grandfathers commodity activities and affiliations of
certain companies becoming bank holding companies after the date of
enactment of the Act. Generally, these companies may continue to engage
in or, directly or indirectly, own or control shates of a company engaged
in activities related to. the trading, sale or investment in commodities and
underlying physical properties if the holding company or any subsidiary
was lawfully engaged in such activities as of September 30, 1997 in the
United States; and the holding company is predominantly engaged in
activities financial in nature.™’

"¢ Amendment No, 9 by Senator Gramm (March 4, 1999), available under;
http://banking.senate. gov/docs/reports/fsmod99/gramm9. hum.

'S. Rep. No. 106-44, at 21 (April 28, 1999). See alse H.R. Rep. No. 106-74, Part 3, at
151 (June 15, 1999); Conf. Rep. No. 106-434, at H11293 (daily ed. November 4, 1999).
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This explanation makes it clear that the Senate Banking Committee intended for
certain new bank halding companies to be able to “continue” their commodities
and commodities-related activities after becoming financial holding companies if
the conditions set forth in the statute wc[c satisfied.

Application to Mergan Staniéy

Morgan Stanley was not 2 bank holding company or foreign bank as of
November 12, 1999, but became a bank and financial holding company on
September 21, 2008, long after the date on which the GLB Act was enacted.
Morgan Stanley has advised us that it engaged in at least some impermissible
commodities activities as of September 30, 1997. On the basis of the foregoing,
we believe that Morgan Stanley would qualify for the exemption set forth in
Section 4(0) of the BHC Act.

Conclusion

In conclusion, we believe that Section 4(0) permanently grandfathers from
the nonbanking investment and activities restrictions contained in Section 4(a) of
the BHC Act the continuation by Morgan Stanley and any of its diréct and
indirect subsidiaries of any trading, selling and investing in any type of
commodities or related physical properties or-facilities, including any processing,
extracting, storage, transport or power generation facilities, as well as any
activities related thereto.

LEE L L2

If you have any questions, please feel free to call or send me email (212~

450-4239; guynn@dpw.com).

Very truly yours,

o et s

Randall D. Guynn

CONFIDENTIAL FRB-PSI-706304



2089

H-1L0000000SAOWINODISISD IVILNIOIENOD

£ ot afed

5 5 5 - 5 g - - B 144/} 938D - 107 Qs TEOT WS (5
g 5 o = - - B = {ut) AWS - MO GLK ZTH 3035 (2
- = p = - - B B 3 aers « MO (LA TECT 3OS (2
- - 5 - o g - 5 o {5 Justis} SAER - GBI LA ZTOZ 1695 7
i - - - L) NAS - 8 Qi 2TeR 1S {7

= T - 3 - 4BIH 014 TI0T 3996 (7
- g 5 - - 5 T 5 (A uris) B3P < W01 TTOZ (3
< - B g - - - - G} AN - 0T TEOL 5
- - - - T 5 = 5 = 3t - 2003 7E0Z {2
- - - - - - g - - {4 e} 338D - S TR0E (5
- - - ~ - - - T - fus) A - TEOZ (3
- - - - - 5 g - - Jium - Bt TE0T £
- 5 5 - 5 - B T g 1A s} atep - MO 6107 {3
= o B = - - i 5 T {1507 AN - 0T OTGE (>
- U - MO OTOE (3
- - B (A s Ap - GBI OTOZ (3
= g - - - = - B s MRS - Ui OTOT
g B T B T : B - p - B 01T {2
- - - - - - (AR} 3ep - 40T 6G0T 1D
- o - 5 5 g - = 5 {035 S - 40T BT
- - - 5 - 5 T 5 s - 40T 500F (3
= - = T - - - - - At} B3P ~ 4B 600T (7
‘ B 3 - T ; 3 - = = () ANIS - UBH 600T (2
- 8 g - L - T - - wun -y 5007 2
- = 3 - 5 5 = 5 T (Akjussai} avep - M0 8007 15
B : T = T T - - - {ang A - 0T 2007 (2
- 0T B00T (7
g - = 3 e . - , tAAfos} 3309 - 48154 2007 (3
- - - B T - - - 3 {ua} A - uSi BOOT (0
- - T 350 - 9B 8007 {2

- ” " = = B T B - {aa} ARG - 2107 4I0E 1as (g
- - 5 5 - 5 5 G B - ZIOE UiGE 1965 (5
{uwi) AW - TTOZ 5TE 990 {4
- sun - Y02 8T8 390 {4
B = - N - - - - - {hauh NS - DTOT ¥TE 396 {9
1Un - GEOR 35TE 93044
= T . T B T T ” = fualkas} AN - 600Z ISTE 22 {7
- - - - = - > 5 - HUn - BOOZ WTE TG {4
o . B B - - - {ti} ANS - BO0Z ISTE 929G (]
e BOOL K5TE 350 (G

Teanoal {GEEI 15T ST 55 FreehT (e EaT [EERETTm)
retng susaghos oo yinoy  breguim uis0n e 0,07 eoaoy sty




2090

H-20000000SUONWNODISISD

tensUOs

£ 107 ahed

IVILNIAIEINGD

Ay AR EARskd [ FETE Ziady (AR TR
i - [ £ - 2 T 5o
e = T FETT CETSE 3 - TEERE SYEET e 7T
rrdss rrhey] C1-d8g 71354 7i-Gey z1-954 crdat L Tdes 2140y i
G 3 ) 56 (13 0T - (1353 59 w55 EEO'T
TEEE 2 VELYiLEL | GS0RES E562 1) BT - FETBRT FGV L SIETVE CIEE
Ty ey TEA6H 5 TIEEE T - TREN
© 2 53 I5E 2 - - %
- SCTOET GO EET SoERET TITBL
T TAEY T 11y TR - A
[ &8 SEET 555 oF - [
SEET FIEREE0E. | DRLZEL ] VIEE - SOLEET
GTET GIEA G550 BEr 01591 - Gi-a53
- L 6% oL B - :
7 GEERIET i FERa - - o
FETEN [ ST 5L ST0 S ‘ i)
EZ) oy L) 21 5% - i
iE EIETECSE | SteEay [SH9EE L) TITEE T056% A
ey 6355 BOKER i Zexa (O : 637 R z |G
B - 7 57 53 - : - &L - - 7
- B TTVERE L 5 SIETEL - 3 < TETGE - - VoY
5550 60553 Ed] BERER EG RGN - i BGRGR - E0550
TEE 3 BT Ve 5 - SETE ¥ - %
ZEECO07E | GGV BET R ZETE G5 - ST GvaE BT K
FaE Gy L TRy TN ERE - FIREn) FEE ‘ T5558E
= 7 4_ 3 - B 8 - - Iz
- B EHTERT - - 3 LOEEY G - [k
5455 FEIEN = BT T - #5550 ey By
5 i T iz 5T N veR 3 B
%X o1 TUIIEES 56 EEEEL 5 T - 3 e
7 - 33 T i - BT L z
S - CLLVILER ) 7305 - ST T T WL
¥ 7 [ = N FEv [
VIEE i SETERLE BT 7 - TEUERE SIEgeT TR
- - [ & 433 E¢
- 3 e - GELE - [ T SI5E
: 2 ¥ - = T - &R
; i3 A [ - 3 ERECTELT - e
B G4 3 - - 68 B 8 3
3 = LT GETELY - B T6IEOT N - 35T
TS e
PRy lisuog s
{50 o180 tsucy maw]  {tsouno Aeasl fesung Aouj | Hesing Aaig)  Hsuop sesein]  fisuop sen]  fisbog suiein Heasun Abill |fadag dnaw)  [Appesy SRR
o1z g cans woureg wripeyrs i e 51405 uo: pios ) wonusngy fwsununy

£L12HE

'SP LBPIOD - 2 CORSETD ‘R HRLUTNSENE) 16

sarou004

(44 frunin) 93D - 15T Q1A 2TG7 195 2

l§

ARy ANG - MO GLA TTOR WhG (2
3 - MO QA ETOY 355 12

47 jusess) B1ep - B Ok Y102 1905 (3

uru] ANg - MEE (LA ETOZ a6 (2
UG - UFt QLA 2TOZ 1085 (2
{48/t B1ep - MOTTIGE (2

i) Apeg - mOT TIGZ (2

wun - 40 T0Z {7

(A fosa) a38p - GBI TEOT (5
s} AW - QB 1107 1
o - 8 TEOZ {3

(Ab s} 1P - 2007 0107 £
{i063) AL - 260 0TT {5

T - #4OT GEOL {2

{ihfsaa) w3mp - 4Bk 0TOZ (3
funis) A - g8 0107 (2
- B OL0 (3

{AAS ) 338D - MOT 6007 (2
(sssn) fonvs 240 £007 [3
U - G 60T {0

{4A fustt) 316 - YAk 600 {3
fuaar} A - 4B 6007 {3
sun - Y2 6007 {2

A punis} 23ep - 07 807 (9
fwss) Ay - 407 8607 13
Hun - MO BO0T {3

(A fw) aven - uBt ooz {3
) Aes - w800z (3
ansr - GBI BOOZ (7

{usta] AAS - ZTOZ 108 195 {9
- ZT0Z i s {a
{UHD) A - TT0Z 95T£ 99G {6
wor - TGz 1616 55G {a

(s} AN - GTDZ 190E 300 (9
- GTOT IETE 28 (g

fuus} AS - 6002 18TE 290 {6
U - GO 1BLE 901 {9

{uis) A - 8007 15TE 590 {4
¥ish - OOE 15T€ 726 (9

SEIAN SNOPBIS PUE [RUISTIN



2091

H-€0000000STONNODISISD

eruspuoD

£ 10 5 8B,

EI AR 3 : TR 5 8 TEE TG
75 4 - - i B - ¥ T
(s N R 3 - - TG 3 - Gy BETERT
T T = TEIE 3 TR - 2 HEaT FIda%
56T 55¢ v B - (333 - - i BT
SSTRISEL LEEEVETE : RV'EL - vi5 18y - - 6357512 T551EL L
TETR TEas] - 7 FTe2 - - - T
3 TE - - - 2] - B ¥
BN R A - - < GG - B - [
TR T - Ty : - (i TR
TiE i3 - N [ - N ] Y
VEUTZLEGT . | ZLG RIS 4 BEEVE B VEGGTE L 3 = 7T TR
] Gty = - (I 3 - - G758
k¢33 7 - - 3 7 3 - - i)
VOUTITEL | SeevaeT - - 7 (EVEEE - 7 3 BT
SRS ordag - G YA R - - o1
TEE T B vE 5 - 3 B ER
A A R EHE - GEARE - - E55002
I Fo-er = Fa-0ET 5 2 EEE
) €T - 3 - i - 5