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	August 21, 2008

	State Securities Regulators Announce Settlements with Merrill Lynch, Goldman Sachs, Deutsche Bank in Auction Rate Securities Investigations

	WASHINGTON, D.C. August 21, 2008 — The North American Securities Administrators Association (NASAA) today announced that settlements in principle have been reached between Merrill Lynch & Co. Inc., Goldman Sachs Group Inc., Deutsche Bank Securities Inc, Deutsche Bank AG and state securities regulators, which will give thousands of the firms’ clients access to billions of dollars in funds that have been frozen in the auction rate securities (ARS) market. 
The settlements conclude investigations led by state securities regulators into allegations that the firms misled clients by falsely assuring them that ARS securities were as safe and liquid as cash. The ARS markets froze in February this year, triggering a flood of complaints from investors who could not withdraw money from their accounts.  States received complaints from a wide range of investors who suffered significant financial damage because the money they were told was liquid was tied up in the frozen ARS market.
“State securities regulators continue to work toward ensuring that investors harmed by auction rate securities are provided relief,” said NASAA President and North Dakota Securities Commissioner Karen Tyler. 
Under the terms of the settlement, Merrill Lynch agreed to buy back by October 1, 2008 all auction rate securities purchased through the firm by retail investors with accounts of $4 million or less in assets; by January 2, 2009 for all other retail investors and all other investors with accounts of $100 million or less in assets. Goldman Sachs agreed by November 12, 2008 to buy back auction rate securities for all retail investors who purchased ARS securities through the firm and Deutsche Bank agreed to buy back auction rate securities from all retail investors who purchased ARS securities through Deutsche by 90 days from today’s date.
Under the settlements announced today, Merrill Lynch, Goldman Sachs, and Deutsche Bank will also;
· Fully reimburse all retail investors who sold their auction rate securities at a discount after the market failed; 

· Consent to a special, public arbitration procedure to resolve claims of consequential damages suffered by retail investors as a result of not being able to access their funds; 

· Undertake to expeditiously provide liquidity solutions to all other institutional investors;  

· Reimburse all refinancing fees to any municipal issuers who issued auction rate securities through these firms since August 1, 2007.
Each firm will also agree to pay to the states civil penalties in the following amounts: Merrill Lynch, $125 million; Goldman Sachs, $22.5 million; and Deutsche Bank, $15 million.
NASAA President Tyler thanked securities regulators in Illinois, Massachusetts, and New Jersey, which were the lead states in the investigations of the three firms, as well as the New York Office of the Attorney General and the U.S. Securities and Exchange Commission for their efforts in reaching the settlements.
The investigation into possible violations by the three firms is part of a larger state-led effort to address problems in connection with the offer and sale of ARS securities. Earlier this year, state offices began receiving hundreds of complaints from Main Street investors. As a result, in April, NASAA announced the formation of a multi-state Task Force, comprised of securities regulators in 12 states, to investigate whether the nation’s prominent Wall Street firms had systematically misled investors when placing them in ARS securities. 
NASAA is the oldest international organization devoted to investor protection. Its membership consists of the securities administrators in the 50 states, the District of Columbia, Puerto Rico, the U.S. Virgin Islands, Canada, and Mexico.
-NASAA-


	August 15, 2008

	NASAA: Securities Regulators Announce Settlement With Wachovia Over Sale of Auction Rate Securities

	WASHINGTON, D.C. August 15, 2008 — Karen Tyler, President of the North American Securities Administrators Association (NASAA), today announced that a settlement in principle has been reached between Wachovia Securities and state and federal securities regulators.  The settlement will provide thousands of Wachovia clients with access to billions of dollars in funds that have been frozen in the auction rate securities market (ARS).  
The agreement follows an investigation led by the Office of the Missouri Secretary of State into complaints from investors that Wachovia misled them by portraying ARS securities as cash equivalents.  The ARS markets froze in February this year, leaving thousands of investors across the country without access to their money.    

“This settlement is yet another important step in our ongoing effort to make sure that investors across the country quickly regain access to their funds that were placed in auction rate securities,” said Tyler.  “Missouri Secretary of State Robin Carnahan and her staff in the Securities Division deserve enormous credit for spearheading the investigation and leading the negotiations that resulted in an excellent settlement.”     

Under the terms of the agreement announced today, Wachovia will repurchase illiquid ARS securities from all non-profit charities, as well as all individuals and businesses with account or household values up to $10 million, no later than November 28, 2008.  All other investors will be able to redeem their ARS securities no later than June 30, 2009.  

Wachovia will also:

· Fully reimburse all retail investors who sold their auction rate securities at a discount after the market failed in February 2008; 
· Consent to a special, public arbitration procedure to resolve claims of consequential damages suffered by retail investors as a result of not being able to access their funds, in which Wachovia will not contest its liability related to the sale of ARS securities; and 
· Reimburse all refinancing fees to municipal issuers who issued auction rate securities through Wachovia since August 1, 2007, and who refinanced those securities after the market failed. 
In addition, as part of the settlement, Wachovia will pay a $50 million penalty to be apportioned among the states.        

“Today’s settlement is a major step towards making these investors whole,” Carnahan said.  “I have received hundreds of calls from Missourians and investors around the nation who need their money to make medical payments, run their businesses, or retire as planned.  I am pleased that six months of uncertainty and worry is over and that these investors will soon get their money back.”

Tyler and Carnahan both thank the New York Attorney General for their efforts in achieving today’s settlement, as well as the enforcement staff of the Securities and Exchange Commission for their cooperation in the auction rate securities investigations.

The investigation into Wachovia’s role in the marketing of ARS securities is part of a larger state-led effort to address problems in connection with ARS securities.  Earlier this year, state offices began receiving complaints from Main Street investors throughout the country.  As a result, in April, NASAA announced the formation of a multi-state Task Force, comprised of securities regulators in 12 states, to investigate whether the nation’s prominent Wall Street firms had systematically misled investors when placing them in ARS securities.    

The members of the NASAA Task Force are continuing their investigations into possible misconduct by other firms.   

NASAA is the oldest international organization devoted to investor protection. Its membership consists of the securities administrators in the 50 states, the District of Columbia, Puerto Rico, the U.S. Virgin Islands, Canada, and Mexico.

—NASAA —


	August 14, 2008

	State Securities Regulators Announce Settlements with JP Morgan, Morgan Stanley in Auction Rate Securities Investigations

	WASHINGTON, D.C. August 14, 2008 — The North American Securities Administrators Association (NASAA), Illinois Securities Department and Florida Office of Financial Regulation, along with the New York Office of the Attorney General, today announced that settlements have been reached with JP Morgan and its affiliates (including Bear Stearns & Co. Inc.) and Morgan Stanley, which will give thousands of the firms’ clients access to billions of dollars in funds that have been frozen in the auction rate securities (ARS) market. 
The settlement concludes an investigation led by the Illinois Securities Department and the Florida Office of Financial Regulation into allegations that both firms misled clients by falsely assuring them that ARS securities were as safe and liquid as cash. The ARS markets froze in February this year, triggering a flood of complaints from investors who could not withdraw money from their accounts.  States received complaints from a wide range of investors who suffered significant financial damage because the money they were told was liquid was tied up in the frozen ARS market.
Settlement Details
MORGAN STANLEY
Under terms of the settlement, Morgan Stanley has agreed to provide immediate liquidity to its retail investors who purchased auction rate securities through Morgan Stanley before February 13, 2008, and who are unable to sell those securities because of failed auctions, by offering to buy back the securities at par. The category of retail investors includes all individual investors, all charities and non-profits, and all institutional clients with account values and household values up to $10 million. Morgan Stanley has made the offer effective immediately, and will complete all repurchases from investors who accept this offer by December 11, 2008.
Morgan Stanley will provide notice to its customers of the settlement terms and the firm will establish a dedicated telephone assistance line, with appropriate staff, to respond to questions from customers concerning the terms of the settlement.
Morgan Stanley will also:
· reimburse all retail investors who sold their auction rate securities at a discount after the market failed the difference between what they received and par; 

· consent to a special, public arbitration procedure to resolve claims of consequential damages suffered by retail investors as a result of not being able to access their funds, in which the firm will concede liability for purposes of arbitration on the question of the illiquidity of auction rate securities; 

· provide acceptable liquidity solutions to all other institutional investors by December 11, 2008; 
· reimburse all refinancing fees to any state municipal issuers who issued auction rate securities in the initial primary market between August 1, 2007 and February 11, 2008, who refinanced those securities after February 11, 2008; and 

· Pay to the states a penalty in the amount of $35 million.
JP MORGAN
Under the terms of the settlement, JP Morgan and its affiliates, including Bear Stearns & Co., Inc., will offer to repurchase, no later than November 12, 2008, all illiquid auction rate securities from all JP Morgan individual investors, charities, not-for-profit companies and institutional clients who have account values and household assets of up to $10 million. 
JP Morgan will also:
· Fully reimburse all retail investors who sold their auction rate securities at a discount after the market failed in February 2008;  

· Consent to a special, public arbitration procedure to resolve claims of consequential damages suffered by retail investors as a result of not being able to access their funds, in which JP Morgan will not contest its liability for the illiquidity of the auction rate securities and in which JP Morgan will pay all forum fees;  

· Undertake to expeditiously provide liquidity solutions to all other institutional investors, with regular progress reports and subject to an outside deadline of December 2009;  

· Reimburse all refinancing fees to municipal issuers who issued auction rate securities through JP Morgan since August 1, 2007, and who refinanced those securities after the market failed;  

· Establish a dedicated telephone assistance line, with appropriate staff to respond to questions from customers; and  

· Pay $25 million in civil penalties to the states.
NASAA President Karen Tyler said the SEC was not a party to either settlement. 
The investigation into possible violations by JP Morgan and Morgan Stanley is part of a larger state-led effort to address problems in connection with the offer and sale of ARS securities. Earlier this year, state offices began receiving hundreds of complaints from Main Street investors. As a result, in April, NASAA announced the formation of a multi-state Task Force, comprised of securities regulators in 12 states, to investigate whether the nation’s prominent Wall Street firms had systematically misled investors when placing them in ARS securities. 
The members of the Task Force are continuing their investigations into possible misconduct by other firms. To date, enforcement actions alleging fraud and other violations in connection with ARS securities have been filed by Massachusetts, New York, and Texas against UBS. In addition, Massachusetts has filed an action against Merrill Lynch. 
NASAA is the oldest international organization devoted to investor protection. Its membership consists of the securities administrators in the 50 states, the District of Columbia, Puerto Rico, the U.S. Virgin Islands, Canada, and Mexico.
—NASAA — 


	August 11, 2008

	NASAA: Securities Regulators Announce Settlement with UBS in Auction Rate Securities Investigation

	WASHINGTON, D.C. August 11, 2008 — Karen Tyler, President of the North American Securities Administrators Association (NASAA), announced today that a settlement in principle has been reached between UBS Securities LLC and UBS Financial Services, Inc. (UBS) and state and federal securities regulators.  The settlement will provide thousands of UBS clients with access to billions of dollars in funds that have been frozen in the ARS market.  
The agreement will resolve enforcement actions filed by the Massachusetts Securities Division, the New York Attorney General, and the Texas State Securities Board.  In those cases, the state regulators alleged that UBS had misled its clients by falsely assuring them that ARS securities were as safe and liquid as cash.  
The ARS markets froze in February this year, triggering a flood of complaints from investors who could not withdraw money from their accounts.  The states also alleged that UBS knew about the impending collapse of the ARS market, and took steps to reduce its own exposure, but nevertheless continued to sell ARS securities to its clients.   
“This settlement is another important step in our ongoing effort to make sure that investors across the country quickly regain access to their funds that were placed in auction rate securities,” said Tyler.  “As we have said before, securing a liquidity solution for investors has been the primary objective of our investigations, and this agreement achieves that goal with another Wall Street firm that was heavily involved in the auction rate market.”  
Under the terms of the settlement, UBS will buy back, no later than October 31, 2008, all illiquid auction rate securities from all UBS retail customers, including charities, who have less than $1 million on deposit.  In addition, no later than January 2, 2009, UBS will buy back all illiquid auction rate securities from all other UBS retail customers, charities, and small to mid-sized businesses.  These customers, who number approximately 40,000 nationwide, have been unable to sell their securities since February 13, 2008.  
UBS will also:
· Fully reimburse all retail investors who sold their auction rate securities at a discount after the market failed in February 2008;
· Consent to a special, public arbitration procedure to resolve claims of consequential damages suffered by retail investors as a result of not being able to access their funds, in which UBS will not contest its liability for the illiquidity of the auction rate securities and in which UBS will pay all forum fees;
· Undertake to expeditiously provide liquidity solutions to all other institutional investors, with regular progress reports and subject to an outside deadline of June 30, 2010; and
· Reimburse all refinancing fees to municipal issuers who issued auction rate securities through UBS since August 1, 2007, and who refinanced those securities after the market failed.
As part of the settlement, UBS will pay the State of New York a civil penalty in the amount of $75 million. UBS will also pay a separate civil penalty of $75 million to the other states collectively.       
“Massachusetts, New York, and Texas took leading roles in investigating UBS’s misconduct, and the settlement resulted from a coordinated and collaborative effort, both during the investigations and at the negotiating table.  It’s another excellent example of state securities regulators working together to protect investors,” said Tyler.  “We also acknowledge UBS for its willingness to step forward and implement solutions that its clients sorely need.”   
The widespread marketing of auction rate securities as cash equivalents, followed by the collapse of the ARS auction market, has left thousands of investors without access to their money.  Individuals, small businesses, and institutional investors have all suffered financial hardship, ranging from the inability to close on home purchases to shortfalls in payroll.  The problem has been compounded because in many cases, clients’ ARS holdings not only froze, but also lost value.
The state cases filed against UBS are part of a larger state-led effort to address problems in connection with the sale of ARS securities.  Earlier this year, state offices began receiving complaints from Main Street investors throughout the country.  As a result, in April, NASAA announced the formation of a multi-state Task Force, comprised of securities regulators in 12 states, to investigate whether the nation’s prominent Wall Street firms had systematically misled investors when placing them in ARS securities.    
The members of the Task Force are continuing their investigations into possible misconduct by other firms.   Massachusetts has also filed an action against Merrill Lynch alleging that it too misled investors in the sale of ARS securities. 
NASAA is the oldest international organization devoted to investor protection. Its membership consists of the securities administrators in the 50 states, the District of Columbia, Puerto Rico, the U.S. Virgin Islands, Canada, and Mexico.
—NASAA —  


	August 7, 2008

	NASAA: Securities Regulators Announce Settlement with Citigroup in Auction Rate Securities Investigation 

	WASHINGTON, D.C. August 7, 2008— North American Securities Administrators Association (NASAA) President Karen Tyler, Texas Securities Commissioner Denise Voigt Crawford, and New York Attorney General Andrew Cuomo, and the Securities and Exchange Commission announced today that a settlement has been reached with Citigroup, Inc., which will give thousands of Citigroup clients access to billions of dollars in funds that have been frozen in the auction rate securities (ARS) market.  

The settlement concludes an investigation led by the Texas State Securities Board into allegations that Citigroup misled its clients by falsely assuring them that ARS securities were as safe and liquid as cash.  The ARS markets froze in February this year, triggering a flood of complaints from investors who could not withdraw money from their accounts.  States received complaints from a wide range of investors who suffered significant financial damage because the money they were told was liquid was tied up in the frozen ARS market.    

“This settlement represents a major victory for investors who for months now have been unable to access their funds at Citigroup because those funds were placed in auction rate securities,” said Tyler.  “Securing a liquidity solution for investors has been the primary objective of our investigations, and this agreement achieves that goal.”  

Under the terms of the settlement announced today by state and federal regulators, Citigroup will offer to repurchase at par, no later than November 5, 2008, all auction rate securities from all Citigroup retail customers who held those securities at the time the auction market failed on February 12, 2008.  For purposes of the settlement, retail customers are defined to include individual investors, all businesses with account values of up to $10 million, and all charities regardless of account values.

Citigroup will also:
· Reimburse all retail investors who sold their auction rate securities at a discount after the market failed;

· Consent to a special, public arbitration procedure to resolve claims of consequential damages suffered by retail investors who were unable to access their funds, in which Citigroup will concede liability related to its sale of auction rate securities;

· Undertake to expeditiously provide liquidity solutions to all other institutional investors; and

· Reimburse all refinancing fees to any state municipal issuers who issued auction rate securities through Citigroup between August 1, 2007 and February 11, 2008, and who refinanced those securities after February 11, 2008.

In addition, Citigroup will pay a $50 million penalty to the States and an additional $50 million penalty to New York.  The penalties reflect issues arising from Citigroup’s sale of auction rate securities to investors as well as Citigroup’s destruction of records required to be maintained under state law.

            

“This was a well-coordinated, collaborative effort, and it’s a terrific example of efficient and effective enforcement work by state securities regulators,” said Crawford.  “We also want to commend Citigroup for arriving at a solution that addresses the needs of its clients, many of whom have faced real hardship after losing access to their money,” she added.  In many cases, clients’ ARS holdings were not only frozen, but also lost value.

The investigation into possible violations by Citigroup is part of a larger state-led effort to address problems in connection with the offer and sale of ARS securities.  Earlier this year, state offices began receiving hundreds of complaints from Main Street investors.  As a result, in April, NASAA announced the formation of a multi-state Task Force, comprised of securities regulators in 12 states, to investigate whether the nation’s prominent Wall Street firms had systematically misled investors when placing them in ARS securities.  The ARS Task Force is chaired by Bryan Lantagne, Director of the Massachusetts Securities Division.  

The members of the Task Force are continuing their investigations into possible misconduct by other firms.  To date, enforcement actions alleging fraud and other violations in connection with ARS securities have been filed by Massachusetts, New York, and Texas against UBS.  In addition, Massachusetts has filed an action against Merrill Lynch. 

“The settlement with Citigroup represents a major step forward in the efforts by state securities regulators to secure fast and much needed relief for investors all across country who were induced to buy ARS securities,” observed Lantagne, Chair of the NASAA Task Force.  

NASAA is the oldest international organization devoted to investor protection. Its membership consists of the securities administrators in the 50 states, the District of Columbia, Puerto Rico, the U.S. Virgin Islands, Canada, and Mexico.

—NASAA —


