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UNITED STATES DISTRICT COURT I 

FOR 'f:HE D.ISTRJCT OF MASSACHUSETTS 

UNITED STATE~ OF AMERICA 

v. CRIMINAL NO ... : 
. \ . . 

STATE' STREET CORPORATION, 

Defendant. 

------------------------~./ 

DEFERRED PROSECUTION AGREEMENT 

I .. • : : •: ••.• • ••• •.;•.•.•.• • ·.~i 

. Defendan~ State Street Corporation (fhe "Company"), pw·suant to authority granted by 
. . 

the Company's Board of Directors, and the United States Attorne:Y.' s Office for the District of . 

Massachusetts and the United States Dep~rtrnent of Justice, Criminal Division, Fraud Section 

(cellecti.vely, the "01ftces)~. entet: into this deferred prosecution agreem~nt (~he "Agreement"). 

Criminal Information and Acceptance of Responsibility . 

I. The Company' acknowledges imd agrees that the Offices will file the attached one~ 

count criminal Information in the United States District Court· fo~ the District of Massachusetts 

.charging the Company. with cons~iracy to commit wire fraud and securit~es fi:aud, in,vio~~tion of 

18.U.S.C. Section 371. In so doing, the Company: (a) knowingly waives:its rignt to indictment 

on this charge, as well as all rights' to a speedy trial pursuant to the Sixth Amendment to the 
. . . . . 

United States Constitution, Title 18, United States Code, Section 3161; and Federal Rule of 

Crjmirtal I?rocedure 48(b ); and (b) knowingly waives· any objection ·with respect to venue to ahy . 

charges by the United States arising out of the qonduct described in the Siatement of Facts 
' . 

atta~h~d hereto ~s Attachment A and consents to the filing of the Information, as pro~ided under 

the terms of this Agreement, in the United States District Court for the District ofMassachusetts. 
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· · · · · ·! • ! . ·' 
· ·· ·····- . .. . , 

The Offices agree to defer prosecution o.fthe Com.pany and any of its subsidiaries and. majority

owned, operatio~ally-controlled affiliates pursuant to the. terms and CO!Jditions described below. . . . . . 
. . 

2. · The Company admits, accepts, and acknowledges that it is respoosible under 

U!lited States law for the acts of its 0fficers, directors, employee~, and agents as charged in the 

Information, and as set f01th in the attached Statement o_f Facts, and that the allegations described 

in t~e Inf01'mation and the f~cts described .in the attached Statem~nt of Facts are true and 

accurate. Should fhe Offices pursue the p~·osecution that is ~eferred by this Agre;~ment, the 

Company stipulates to the actm·issibility .bf the attached Statemen~ of Facts in ·any proc~~ding, 
. . 

including· any· trial;guilty plea, or sentencing proceedi~g, and will not.col}tradlct anything in the 

attached.Stat~ment of Facts at any such proceeding. 

Term of the· Agreement . ,·~ 

3 · · ·. This Agreeme~t:is· effective for a period.begim1in~ ·on the date on wh'~ch the · 

In~ormation -is flied an~ ending tbrt1e years from .the iatar of the date 9n W.hicli the Information is · 

filed. or th:e date o.n ;whic.h the .independent compliance m·onito.r·(the·"Monitor'') is :retained by t~e. 

Comp_any; as described in Paragraphs U -1 J tiel ow (~he "Term"). The Company agtees, · 

howevei'1 that, in the event the Offices determine, in their sole di:scretiot~;that the Compahy h~s . . . 

. . lmowingly violated·atiy.provision·ofthis Agreement, a11 extension Ol' ~xtensiol).s of the Term inay ' . · . . . 

b~ imposed by the Offices, in their sole diseretion, for up to a total additional:time p~rit1d of one· 

year, witho.ut prejudice to. the Offic~s' right to procee~ as provided in Paragraphs l5- 1 9'belo~, · 

Any extension of th~ Agreement extends all terms. of this Agreement, 'including' the t~rrtis· of the' 

monitorship in Attachment c,. for an equivalent period; Conversely, in the event ~he Offices. · 

find, in their· sole disctetitm, that there exists a change in circumstances sufficient to eliminate 

the need for the morutorship in Attachment C, and that the other. provisions af~is Agreement 
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h~ve be~~ satisfied, the .Term of the Agreement may be terminated early. Tfthe Court rejects the 

Agr~ement, all the }Jrovisions of the Agreement shall be deemed null and void,' and the Term 

shall be deemed to have not begun,. · ·. 
0 ° 0 

Relevant Considerations 

4. The Offj.~es ertter intd this Agree!Uent based on the indivigual facts iuid: 

circumstan~::.es presented by this case, including: 

(a) the C,ompan:y. did not timely, voluntadly discl9se the misconduct to the Offices, and 
0 ° 0 

disclosed the ~isconduct only to a foreign regulator and the Company's primary'United . 

· St~tes ban~ing .regulator even:though substantial' conduct occurred in th~ United States; 

(b) the Company rec~i.ved pattial cooperation r:redit for its cooperation .with the Offices' . 

investigatitm, including collecting, analyzing, and ~rganizing v~luminous evidence a~d 

infor.mation to the Offices, and by the conclusion of the investigation, providing all noil

.privileged fa'cts relating to .individual involvement in the misconduct described in the 

Statement of Facts attached hereto as Attachment A, but did not receive fuli cooperat.ion 

credit.because·the·Company's full.cooperation in the Offices' investigation did not begin 

immed,iately and inadequacies in its initial internal investigation. prevented it from being 

able to time'ry disclose all relevant facts; 

(c) the Company has already fully repaid the victims of the misconduct, has paid a 

fmaricial penalty to the Financial Conduct Authority in the United Kingdom of . 

approximately £22.9 million, and has offered to pay to the United States Securities and 

Exchange Commission a penalty equal in size to the pert~lty paid pursuant to this 

Agreement; 
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(d) the Co~P.any engaged i~ ~xtensive rem~dial measures, including terminating 

employees responsible for the misconduct, <?nhancing its compliance program, ~n.haAeing 

controls ·around its transition manag~ment business, establishing an Office of Culture, 

Controls, and Governance in .the ·united Kingdom, and taking additional steps to enforce 

its co~pliance program.by.ensut.ing consequences .to both individuals and busine~s. units 

for policyviolations; · 

(e) t~e Company has committed to·contiQ.ue to enhance it.s compliance program and 

iriternal·C'ontrols' and has agreed' to the· retention ~fan independent compliance monitor, 

as ~iscussed further.in Attachment C; .· 

.(f).the·nature and:ser.iousness ofthe offense;. 

(g):tlte' Compan.y has-no·prior'criminal histor~,· although the Company .h~s a'pt'ior history 

of civil governnient:.settlenients; ~nd ·' . 
. . 

·(h)-tHe. Company has agreed to contimreto ~ooperate with the Offices in a'riy ongoi'ng 

investigation of the aonduet 0fthe Company and its offi~ers, directors,' employees, 

· . agents, business .Paliners; ·and consultants.relating to possible violations of federal 
'· .. 

criminal law. 

Future C<?operation and Disclosure Rcg.uirelT!ents 

5. ·. The Company shalh~ooperate fuUy with the Offices in a11y and all matters relating 

t9 the condu<>t describecl in. this 'Agreement and Attachment A and other possibly fraudulent 

conduct under inve.stigation by th(rOffiqes. or· any other component of the Depattrnent of ~ustice 

at any time during the. Terin of this. Agreement, subject to applicable law an'd regulations; tintil 
. . 

the later of the date upon which all investigations and prosecutions arising out ofsuch eonduct · 

are concluded, or the end of the term specified in paragraph 3. At the request of the Offices, the 
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Comp~ny shall also cooperate fully· with other domestic or foreign law enforcemen~ f)nd 

regulat<?l'Y authorities and agencies in any investigation of the Company, or its subsidiaries imd 

majority-owned, operationally-cont!'Clled affiiiates,.or any of its present or former offic~rs, 

d~ectors, employees, agents, and consultants, or a~y other pa1ty, in any and all m~tters relating 

'to the conduct described ih . t~is Agl-eement ~nd Attachment A. The Comp~ny agrees ~~at its 

cooperation pursu~nt to this paragraph shall include, but not be limited to, the following: 

a. The Company shall truthfully .disclose all fa<?tual information not · · 

pi·otected by a valid ~laim o(attomey.-client Pt~vilege or work product doctrine wrth respect to h.s 

activities, those of its subsidiaries and majority-owned, operationally-controlled affiliates, and 

those ofit~ .present and former directOt's: o.fficers, employees, ~gents, and consultants, including · · · 

.al).y evid~nce.or allegati?ns at~d internal or exte~a·l iiwestigations .of possible fraud-rel~ted · . 

condu~t ·about which tl~e Company has any.knowledge:or about which the Offices may inquire .. 

This obligation M.truthful ·disclosUt:e .ineludes;.butis not limited to; the obligation of the . .. . 

Companyt~ provide to· the Offices, upon req~;test, any document, record o~ other tangible ·· 
. . 

.evidence about which the Offices may inquire.ofthe Company. 
. . . 

b. Upon request of the Offices, the Company shall desfgnate knowledgeal;>le · 

t'<mployees, ~gents or attorneys to pr~vide to the Offices the information and materia~s described 
. . 

in Paragraph 5(a) above on behalf of the Company. It is further under-stood that the Company · 

. must at afl times provide, ~omplete, truthful, and accurate information ... 
. . . . . 

c. Th~ Company shall usc its .best efforts to make available for interv~ews or 

testimony, a~ requested by the Offie~, present or form or officers, dircctoi·s, e~ployccs, agents 
- . . .. 

and consultants of the Company. This obligation includes, but is not limited to, sworn testimony . . .. 
. . 

before a federal grand jury or in federal trials, as we_!l as interviews with domestic Ol' forei~ law 
5 . 
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enforcement and ·regulatory authoriti~s. ·Cooperation under this Paragraph shall include 

identification ofwitnesses w,ho, to the knowledge.ofthe.Company, niay have material 

information .rf?grirding the ~atters under. in.vestigation . . 

· d. With respect to .any information, -testimony, docum~nts, r~c~r-ds or other 

tangible .evi.dence provided to the Offices pursuant to this Agreement, the·Company conset1ts to 

a~y and all disclosures, subject to applicable Ia~ and r~gulatio.ns, to other go.vemmen.tal. 
. . 

authorities,.incl~:~ding United States authorities and those ofa foreign .government. of ~uch 

materials:as the Offices, i)l their sole di-scretion, shall·.deem appropriate. · 
• • • • • 0 • • • • 

.6. . ·· In ·ad~.ition'to the obligations 'i.n!P.aragraph 5, during the Term pfthe Agreement, 

should the c.ompan.y.learri of credible.e.vid6hce 0r. al~eg'atiohs of a Vi?lation of U.S .. feder.aJ,Jaw· . ·' 

cOncerning fraud;.the Compariyshail promptly reptYrt sueh evidence or al16gations to th~ Offices: 
. . 

:.·.. Payment ofMoneUmy Penalty . . .. ·: . 

7. "Tire Offia~s and the'Company 11gree'that appHcation of~h~ ~nited States 

Sentencing Guidelines'(''USSG?'·or "Sentericing·Guidelines") to·determine the applicable fine 

range y~elds the following analysis: · 

·. ·a. . ·The 2016 USSG are app~icable to this matter. 

· b. Offense Lev6l...Based. upon USSti § 2B 1.1, the total offense I e. vel is 34, · 
calculated as follows: · 

Base Offe11se Level 
'r..oss 
Sophisticated Means 
B.i'okerrdeal~r E~ancement 
Tot~l Offense Leve~ . 

6 
+22: 
+2 
+.4 . 
34' 

2Bl.l(a) 
iB 1.1 (b )(l )(L) 
2B 1.1 (b )(1 O)(B) and (C) 
2B 1.1 (b )(19)(A) 

. . . 
c. Base Fine. Based ·upon US~G § 8C2.4(a)(3), the oase fine is $48.87 

·million .. 



------- ---- ·1 . 

d. Culpab-ility Score. Based upon USSG § 8C2.5, the culpability score is 8, 
calculated as follows: 

Base Score 
High-Level 'Patticipation 
Coopet:ation, Acceptance 
Culpability Score_ 

5 
t5 
-2 
.8 

Calculation of Fine Range; · _ 

·Base Fine 

Mu~tipliers 

Fine Range 

US~G § 8C2.5(a) 
USSG §8C2.5(b)(~)(A)(i) 
USSG § 8C2.5(g)(2-) 

$48.87 million 

1.6 to 3.2 

$78..2 milliqn to·$ 156.39 
mmion 

· The Company agrees to pay a mon-etary penalty in' the amount of$32,3.00,000 to the United 

· · States .Treasury no later than five business days after .~he Agreement is fully executed. The- . 

Company a_nd the Offices agree that this penalty is appropriate given-the facts -and circumstances 

of this case, a~ ·set.forth 5:bove .. _ The $32,300,000. p~nalty is fi1:1al and shall not'be refu~ded. 
0 • • • 

. · FUithermore, not~ing in this Agreem_ent sh~lll;le deemed-an ~greem~nt by the Offi~es that 

$32,300,000 is the maximum p~malty that may b~ imposed in . any.f~:~ture prosecution, and the 
. . 

. . . 
-Qfficys are not precluded from arguing in any future prosecution that the Court should impo~e a 

higher fine, althou~h.the Offices agree tqat U!Jder those cit·cumstances, it will recommend to the 

Court tha~ any· amount paid und~r this Agryement should be offset-agairs.t a·ny fine the Coutt 

im~oses as part of. a future judgment. The Company aclrnowled_ges that no tax deduction m~y be 

sought in connection with the payment of any part of~his $32,300,000-penalty .. The Company 

shall not. se~k or ac.c.ept direc.tly or indirec.tly rei~l:)ursement '?I' indemnitic.ation.from any source· . 

o?tside' the Compa~y, its ~ubsidiarles and majority-owr-ed, ·operationaily~controlled affiliates 

with regard to the penalty amounts that the Company pays p\lrsuant to ~his Agreement.?r any 
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other agreement.en~ered into with an enfor.cement ~u~hority or regulator concerning the attached 

. Statement of Pacts. 

Conditional Release fro~ Liability 
. . . 

8. Su~ject to Paragraphs 1§-19, the Offi_ces agree, exc~pt as provided in this 

A~reement, that they will not bring any ·?~imina( or'civil, case again~t the C~mpany :or . 

subsidiarie~. and majority-owned, operationally-controlled affiliates re.latiJ:}g to any of the c~mduct 

described in the att~ched Statement of~acts or the criminal ~nformation tiled pui·suant to this 

Agreement. The Offices, ·however, may use any information related to the conduct-described _in 
• • • • • • • • 0 

.. ··the attached ~tatement ofFilCts against the Company: (a) in a prosecution for perjury or 

··obstruction ofju.stiee; (b)'in a-prosecati'mi formaking:a false state~eht; '(c),in a pr~secution or · 

oth·er prbceeding relating to aily·crime·of.v.iolence; or (d) in a prosecutiort ·or other pro~eeding 

relating'to a-violation of-arty ptovi&ion of Title 2-6 onh&'t}nited States'C:ode. 

a. · This· Agreemen'fdoes:not-piovide·anypr0tectio.n ·against prosecution for 

any future roilducfby tHe Corhpany or any of its 'subsidiaries and ·majorlty-owried, operatio·nally

controlle:d _affiliates or for. any -prior ~ond~;~c~ not specifically se(fortli in·the attached Statement of ·. · 

Facts m: the .criminal Information filed:pursuari.t ·to ·this' Agi·eenifmt. ·. 

: b. · · In -addition; this· Agreett~ent do~s not provide any ~rotection against 

pros<?ctition 0fany individual's, regardless:Oftheir affiHation.with the Coirtpany: 

Corporate ·Coinpiian~e·Program·' · 

9, . The Company-represents 'that 'it has implemented m·~Hf implement a compliance · 

and ethics program th1'oughout ~ts operations, including tl:tose ·Of its operation.ally~contr~lfed 

ciliiHates, agent;, - ~qjoint ventures-, and·fuose of its cohtracto~s·and -su.bcontra<;mrs whose 

responsibilities include iritei·actirig·with customers-, investors, and)usiness partners, determining 
8 . 
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pricing ot: compensation to the Company for services provided to customers, and mak!ng 

representations to customers, invest9rs, or f?usiness pa1tners, -either directly or indirectly, 

regarding, among other things; the prevention and detection of fi·aud-related violations of law. 

The Company's effotts pursuant to ·this Agreement shall focus on the prevention and detection of . . . . . 

fraud-related conduct by its employees, representativ~s, and agents, including but npt limited to 

. misrepr~sentations to and con9e~lment of information from .th~ Company's customers, inves~ors, 

and business partners .. Implementation ofth~se polici~ and pmcedures.shall not be construed· in. 
• 0 • • • 

any future enforcement proceeding as providing immunity or. amnesty for any crimes not 

. discloseito the Offices as ofthe·date of this Agreement for whioh the Company would 

otherwise· be responsible. 

Indwend~nt Complianc~Monitor 

·J 0. Promptly after the Offices' selection pursuant to·Paragt:aph ll ·below, the 

Company agrees to Fetain a Monitor for the .term spect'fie~ in Paragraph 12. The Monitor~s 

duties and ·authority, and the obligations of the Company with.respeof to the Monitor a~d the'· 

Offices, are .set forth iri Att?-chment C, :which is i)\COrPOrate~ by reference into Ws Agreem~nt. 

Upon tne execution of this Agreeme~t. and after consultation with the Offices,. the Company :-"ill 
. . 

propose to the Offices a pool of three qualified candidates to serve as the. Monitor. If the Offices 
. . . 

·determine, iQ. their sole discretion, that any of the oahdidates are not, in fact, qualified ta serve as 

the Mm~itor;or i.fthe Offices, in their sole discretion, .are. not satisfied with the candidates · 

proposed, the Offices reserve the ~'ight to seek additional nominatiotJ.,S from the Co~pany .. 

The. parties wil.i endeavot· to complete t~e monitor celection ·process Within vixty days of the 

ex~cution of this Agreement. The l\4?~itor candidate~ or their team members shall have, at a 

minimum, the following qualifications: 
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a. del'(lonstrated· expertise with respect·to United States· crimina! fraud taws 

·and regu latio_ns;· 
. . . 

. b: demonstrated expertise with respect to corporate CQmpt.iance and ethics . . 
. ' 

within the fi~ancial servic~ industr·y, including ~xpel'ience C<?unseling financial services 

c~mpanles with international operations on these'issues; 

c. · experie~ce pesigning and/or reviewing corporate .complfance P<;>licies, 

pro.ce9ures and internal controls;. · 

· d. the ability.to ~cces.s and deploy'reso.urees as Hecessal'y to discharge the . . . 

Monitor's duties·.as des~.ribed ·in.the Agreement; and' 

e. sufficient i~dep'endence from the Company to ensur~ effectiye: anl:l 

·. impartial pe~format:J.ce.?fthe Monitor's;duties. ~J.s= descr~be·q·in'tiu~ Agreeme~t. 

11. . The Offices r~tain ·the ri'ght, in· their-sole-discretion,- io choose· the Monitor from . ... . . . . . 

among the candi~ates propes~ -pythe Company, though the Company. may.expres~ .its 

preference(s) ·among 'the·candidates. -In tbe:ev~nt the Offices rejept ·all .prop~sed M~riitor's, the 

Company·.shall-propo$e an additional three candidates within twenty business days after· 
. . 

receiving notic~ ·of.the rejection. This prodess ~hall continu~·until aMonitbr acceptable to both 

patties •is chosen. The Offiees and.ibe·Cotrtpariy will use their-best effort& to complete the · 

se_lection process witbin:sixty ca'lendar.days ofthe.execution ofth·is Ag~:eement. Iffh~ Monitpr 

res'{gns or·is.othei\.vise unable to fulflll ·his or hen;_,btigations as set out-herein and:in A-ttachment 

D, the Co~van.y·shall'i.vithin twentY business days.reeorrimend.a pool 0f three qualified Monitor 

candidates fi.:om .which the ~ffices wfll choose a replaGeJ?ent. · · 

12. · · ·The Monitor's tetp1 ~~all be't~ree .yea~s from the date on which. the Monitor is 

retained· by the Company, subject to extensio~ or early termination as described in Paragraph 3. 
10 
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The Monitor's powers, duties, and res~o~sibilities, as_ well as additional" circumstances that may 

suppmt ari ex~ension of the Monitor's term, ar_e set fmth in Att~chment C. The Company agrees 

that it-will not employ or be affiliated with the Monitor or the Monitor's. firm for a period of at 

least two years from 'th~ date on which th~-Monitor's term ~xpi~~s. Nor will the Co~panx 

discuss with th~ Monitor or the Monitor's finn the possibility of fUJ'ther employment or 

affiliation durfng the t:ilonitor's· term. 

Deferred Prosecution · 

13. · lt;~ consideration of the undertakings 4greed to by the Company herein, the . . . 

Offices ag·r.ee that any pros.ecution of the Company or any of its subsidiaries and majority

·.owned, operationally~controlled affiliates for ihe conduct set forth in the attached Statement _of 
. . 

-Faet~ be and here?y is deferred for the 'J;enn .. To .the ext~nt there is. conduc~ disclosed by the · · 

Company that is not set forth in t~e attached Statement of Facts, such conduct will not be exempt 
. ~ . . 

fi·om further -prosecution and 'is not within the scope 'of or relev-ant to this Agreement. . . 

· 14. ·. The. Offices futther agree that.ifthe Company.fully complies with all ofits 

obligations under this Agreemen~ the Offices will not cont-inue the criminal prosecution against . . . 
. . . 

the Company describe~ in Paragraph 1 and, at ~he conclusion ofthe·Tenn, this Agl'eement shall 

expire. Within six months oftbe Agreement's expiratlon, the Offices shall seek dismissal with 
. . . 

. prejudice_ofthe criminal Information filed against the Company described in J:>aragraph'l, and 

· agree not to file charges in·the future against the Company or any of its subsidiaries and 

majority-owned, 'operationally-coritrolled affili_ates based on the. conduct described in thfs 

Agre~ment and the attache4 Statem~nt of Facts. 
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Breach of the Agreement 

15. If, during the Term, the Comp.any (a)·c~mmits any felony u~der U.S. fedemi.Jaw; 

(b) proyides·in connection w.ith this Agreem~nt deliberatery false, inc?mplete, or misleading 

information, inctu·ding in connection wit~ its dlsclos.ure of information about individual 
. . . 

culpability; (c) fails to cooperate as set forth in.Paraaraphs 5 and 6 c:_>fth.is Agreement; (d) faits to 

implement a compliance program· as set forth in Paragraphs 9 an~ 10 ofthi~..Agreenient and ·. . . 
Attachf!t~nt C; or (e) qtherwise fails.sp.eGifically tp perform or to fulfill completely ea~h of the 

Company's obl~gations under th~ Agreement, r.egaJ:dless.ofwhcther the Offices. become aware of 

such a bFeach·after the Term ·is complete, the Co~pany shall thereafter be s~bject:to=.prosecution 

f~r any Jederal.erlminal violation of-whic!t tlie Offices have-knowl~dge, including; ~ut not 

limited to,:thb·cbarges in the·lnfQnnation del?cl'il:5ed in Paragraph 1, which· may be pw-sued ·by·the 
. . 

Offices in:the tJ $. Distric.t Court for the Distr~ct af.Massachusetts or any otherappropt'late 
. . 

venue. Determination ·of wheth-el~ the- Company has breacfted·.the Agh~6ment and :whether to : · .. , 

pursu.e prose~u:tion :.of the Comp~·ny shall oe· in the Offices'·. so I e. d~s.cretion; ·Any such 
: : 

. . . 
prosecution may·be.premised on infonnation pro.v.-ided ·by the <;:ompany or its personnel. Arty .· 

such. prosecution relating to·tbe conduct described in the attacl1e.d ~tatement of Facts 0r relating 

to ~on.duc.t known to the Offices prior. to th() date on which. this.Ag.t:eem~tit was signed that is 110t · · 

time~barred b,y:the applicable statute oflimitations on the date o~the signing of.this·Ag1·eement·· 

may be cm~menc'ed .agains~tll~ Compapy, not~ithstanding the expiration 6fthe·statute.of · 

l~nitations,:be~een-the.signihg of this Agreem~nt anq the. expit·ation afthe Term plus 6J~e );ear. 

Thus, by signing this Agreement, the Company agrees th.a.t the statute:of limitati'ous· with i-espect · 

to any such prosecution that is not time-bari·e~·.on the date of the signing of this Agreement shall 

be tolled for the Tetm plus one yea1:. In addition, the Company agrees.that the statute of. 
. . . 12 . . . . 
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limitations .as to any criminal fi·aud-related violation of federal law that occurs during the Term . . . . .. . 

. will be'tolled from tlie dat~ upon which the violation oc~mrs until the earliet· of the da~e upon 

. which the Offices are m~de aware ofthe violation or the duration of the T~~m plus fiv.e years,. 

and that this period shall ~e excluded frOJl?. any 'calQulation of time for purposes of the applicat~on 

ofth~ statute·oflimitati01is. 

16. . In .the event the Offices de~erm~f'le that the Company :has breached tliis . 

· . ·Agreement, the Offices agree to pmvide the .Company with written notice pr.ior to instituting any 

pros~cutiori res~lting from such b~each. ·Within thirty days of receipt of such notice, the 

Company shall na~e the opportunity to resp~nd to· the Offices in ~ifing to ex-plain the ~atore and 

circumstances of. the breach, as .well as the actions the <;ompany has taken to address f.tnd 

i'emediatc th~ situation, :which the O~ces· shall consi{:ler ·in d'cterrnihi.t:tg whether to pilrs~e :. 

prose~ution. of the Company. · 

17. · In the ·event tliat· the Offices determine that the Comp~ny'has breached this 

Agr~ement: (a) all statements made by or on behalf of the Company to the Offices or t~ the: · 

,<;ourt, including the attach~d Statement of Facts, and any testimony givel_l by the Company 

before a grand jury,' a cou~, .or any tribuna!, or at any legislative hearings, whether prior or 

subsequent to this. Agr~ement, ~d any leads derived from such statements o·r·testimony, shall be 
. . 

admissible in evidence in any and all ~riminal proceedings· brought' by the Offices agai~st the .' · 

Company; and (b) the C0mpany shall.not assert any ~laim 'under the United States Constitution, 

Rule ll (f) of the Federal.Rules of Criminal Pro.cedure, Rule 410 of the Federal Rule~ of 

Evidence, or· any o~her federal r~le that any ouch o~temenf:!! or testim~ny mn.9o by or on bohlllf of 

the Company prior or subsequent t~ this. Agreement, 01: any .Jeads ·d~dved therefrom, should be 

suppressed or are o.therwise .Inadmissible. :The decision whether conduct or statements· of any · 
13 
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current director, officer ~r employee, or any person acting on behalf of, or at the direction of, the 

Company, will be 'imputed to th·~ Company for the purpose of determining whether th~ Company 

has vio-la.ted any provision of this Agreement shall be in the sote·discvetion of.the Offices. · 

l8. -The Compa_ny ackn~wledges that-the Offices have made no representations, 

assurances, or promises concerning what sentence may be imposed by_ the Cout:t if the Company 
. . 

?r~aches ~his Agi·eement and this matter proceeds to judgment: . The G;ompany further 

acknowledges ~hat any such sentence 1s solely :within the.discretion of the CoUtt and.that nothing · 

in this Agreement-binds or restricts the Court in the exercise of such _disc:>retion. 

12. · · :. Tl;:irty days,after_the· ~xpiration of the perio·d.of d_eferred. prosec_ution speyified·in 

this. Agre_ement; _the. Com.pany, hy tl:te Qhief~xecutive Officer ofth~ Company and the Chief . 

Financial Office1~ uf:the Company; on the J:Jasis of diligent inquiry, will·certify to the Qffi~es tliat . . 

t_he Company has met its disclosure obligations pursu~n~ to Paragraph 6 of.this: Agreement:o.Each ·· 
. . . 

certification ~ii'Lbe .dee:ffied ;MnateriaJ; statement and·t'epresentation by tire Gompany to .tlie 

executiv.e.branch·o.fthe United ~tates for purpos~ of 18 U.S.C:§ 1:00-1, and it will b~ deem.ed to· 

have bean made in•the Dlstriot -QfMassachusetts-.. . 

. Sale;l\:'lerger; or Othe1· Change in·Corporat~ Form of Company 

·20. Exce~t as ma)l .otherwise.be agre6d by the parties i.n connection with a· particular ·. 
. . . 

transaction, the Company .agrees-that iti the ev.ent'th!'lt, during the Ter111, it undertak~. any.ohange 

in corporate form,. including ·if it seUs, merges, or transfers business operations that are material · 
. . 

to the Company's'consolidated operatio~s, or. to the operations-of jl~y .subsidiar.ieS or: affiliates ' 

involved.i'n the co.riduct-desQribed in the attached Statement ·of Facts, a·s they exist as of the date·· · 

of tws' Agreement,. Whether. such. sale .il> StFUctured as a ·sale, asset sale,: m:erger, transfer, or other . . . . 

chang~-in corporate fonn~ it sh~l·include in any.·contract for sale,' rnerger; tran_sfer, or·other 
. . 14 : . . 



change in corporate form a provisio,n bindin.g the p~~~haser, or any succ~ssor in in~erest there.to, 

to .the obligations described in 'this Agt·eement. The Co~p11ny s.hall obtain approval fr~m the· 

<?ffices at least thirty days prior to undettaking any such sale, merger, transfer, or. other change in 

corporate fo~-~. including dissolution, in order 'to give the Offices an opportunity to·detennine if 
. . 

such change in corporate form would i~pact the terms or obl~gations _of the Agreement. This . 
. . 

. paragraph shall not apply'to:. (1) certain pl'anned transactions ide:nt.ified tO' .the ~ffices pl'ior to the · · 
. . 

·execution of the Agreement; (~) any sale, merger or transfer which is b~ing executed pursuant to 

recovery and resolu~ion actions oft~e Company or in furtherance Qfpursuit of a credible 

t:esolution plan as. contemplated by the Dodd-Frank WallStr~et'Reform and C~>nsumer 

Protection Act;·and'(3) sal~'S·, merger, or transfers·.between· subsidiaries or majority-owned, . 

operationally•controlled affiliates, .includi~g int~rmtl reor.gani~ations.. · 

Puhlic Statements by Company 

21. · Within ten· CI.O) business da~s. of the Effective Date of.·this Agreement, the. 
. . . . . 

Company will (a) .make this Agreement and the Statement of Facts conspicuously available to 

_th.e public on its web~ite.for. the duration of this Agreement; and (b) communicate to ~II · . 
. . . . 

Company employeeS that the Company has en~ere~ into this ·Agreement and make available this . . . 

Agreement and Statement of Facts t.o all such employee~ . 

22. The Co~P!IDY exp~essly agrees that it shall not, through any person authoriz~d to 

speak on beh.alf oft~e Company, including any=present o~ future attorneys, officers, dire.ct?rs, 

employees, or agents make any pub lie statement; in litigat~on or otherwise, contra~icting the 

noooptnnoo ofi'osponsibility by the· Company set forth above or tho facts dosoribod in tho 

attached Statement ofFacts . . Any such contradictory statement s4all, subje.ct to c.ure rights of the 

Company described below, constitute a breach o{this Agreement, and the Company thereafter 
. 15 . . 
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.. ' . 
. shall be subject to prosecution as set forth in Paragraphs t6- ra of this Agreement. The decision 

• • • • • 0 

whether any public statement by_ any such person contradicting a fact contained in the ~ttached 

Sta~ement of Facts will be imputed to the G?mpany for ~he purpose of ~etermining whethet· it has 

breached this Agreement shall be at the sole dis_cretion of the Offices·. Ifth~ Offices determine 

tha:t a ·publi~ stateme(l.t by any such person contradicts in wJ:wle·or in P~.a statement ~ontaih~d 

i.n ·the Statement of Facts, the Offi~~s sh~ll so-notify ·the-Company in wviting, and the Company · 

may avoid -a b:reaoh of this Agreertumt by pu~Jioly r~ptrdiating such :statement(s) within five · 

business days ·after no.tification. The Company s_liall be ponrtitte<I to raise defe~ses and to as!!ert , 

affirmative claims in other proceedings: relating-to' the matters.set forth in the ilttaehed Statement 

of Facts .provided·that.suoh defenses and: claims do not·.oohtradicti in·wl:lo-le or in -part, a 

statement contained in the attached Statement ofFact~ .... T:his Priragrapl1 does not:applyto any 

statement mad.~ by any pr.esent or :fo.r:m.,er offibe.t:,, clire~to_r, e.mple)!ee, or agent of the Co~pany in 

the course of any criminal pl'oceeding, unl'css;suoh'·indivfdual·-is-speaking.on behalf of the 

Company. ·: . .. ' 

23. The Company.agtees,that if i~-or·anY:of its dire-ct or indirect_ subsidiaries or·· 
. . 

affiliates issues· a press' release or hol-ds any·press conference irr connection with thts Agre.em.ent, 
. . 

the Company shall fir-st consult with the Offices to-determine (a) whether the text of the releaS'e .. . 

or proposed statements ·~t·the p1~ess conference are ttrue ar~d .aecut:ate with respect" to matters 

bet_ween the C>ffiees ·and tbe:Company; and (b) ~h~ther the Offices·have any objection-to the 

release. · 

24. The 0ftices ·agte.e; ,jf1'equested to: do SO; to' bring: to· the atU~ntion. (>f law 

enforcement and regulatory authorities-the facts ·and eircumstances relating to the· nature ofthe . . . 

conduct underlying this Agreement, inclucling the n~ture and quality of the Company'·s 
. . . ~ . 16 . 
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·cooperation and remed.iation. ~y ag~eeing tq provide this inform~tion to such ~uthol'ities, the 
. . 

· Offic~s are not"agr~eing to advocate on behalf of the Company, but rather are agreeing to 

provide facts to be evaluated independyntly by such authorities. 

Limitations on Binding Effect' of Agreement 

. 25. . This Agreement is ~inding on th~ Comp~ny and the offices bu~ specifically ~oes 

not bind any other component of the Department of Justice, othet· federal agencies, or an·y state, . . 
.. 

focal or foreign law enfor~ement or regulatory agencies, ?r any other authorities, although tlie· 

Offices w.ill bring the cooperation of the Co~pa':ly and. its co~pliance with its other obligations 

'under this Agre~ment to the attention of such agencies and auth.orit~es if requested to do so ~Y 

-the Company. 

. . . . 
26. Any notice to the Offices .und~r this Agreement shall be.given by personal 

. . . . 
delivery, ove'rni~ht delivery by a reco~ized ~elivery servi.ce, or regis.tered or qertified mail, 

addressed to: · 

·. Chief- Economic Crimes Unit .. 
· U.S. A~torney's Office for the District of Massachusetts 

John Joseph Moaldey U.S. Courthquse 
· 1 CourthO\lSe Way, Suite 9200 
Boston, MA 02i1 0 

and 

Chief- Securities and Financial Fraucl Unit 
Fraud Section . 
Criminal. Division, U.S. bep!lrtment of Justice 

. .. 1400 New York Avenue, Washington~ DC ~0530 

·Any notiee to the Company urider this Agreement sha~l .be given .by personal delivery, overnight · 
. . . 

delivery oy a recognized delivery service, onegistered or certified mail, addre~sed to 



Chief Legal Offiee·r 
State Street Corporation 
State Street Financial Center 
One Lincoln Street 
Boston, MA 02 I II 

Notice shall b~ effective up?n actu~l receipt by the Offices or the Company: . 

. ··. 

. · .. · · . 

. ~: 

:. 
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Complete Agree~en·t 

27: This Agreement, including its attac~Itlerits, sets forth all the terms of the· 

settl~ment agreement between the Compa~y ano the ~ffices. No amendiJlents, modifications or 

additions to this Agreement shall be valid unless tney are i!l writing and signed by the Offices, 

the attorneys for the Company and a duly authorized representative ofthe Company. 

AGREED: · 

·FOR STATE STREET CORPORATION: 

·Date: 1/tJ j. I=? 

.Date: 

FOR THE DEPARTMENT OF JUSTICE: 

Date: ____ _ 

·. 

By: 

By: ~~ 
Jphn Butts . . · 
Wilmer Cutler Pickering Hale 141d Dori· 
~LP . 

. WILLIAM D. WEINREB . 
ACTING UNITED S ATES ATTORNEY 

BY:· 

ANDREW WEISSMANN . 
Chief, Fraud Section 
Criminal Division 
United States D~par;?r:nt of Justice 

a. -·() . . . BY: . ·. · 
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·COMPANY OFFICER'S CERTiFICATE 

I have read this Agreement .and <;are fully reviewed every part of it.with outside counsel 

for State Street Corporation (the '~C:~mpany").' f understand the terms of this Agreement .and 

volu'ntarily agree, on behalf of the Company, to each of its terms. Before .sr~ning this 

Agreement, I consulted outside counsel for the Company.- Counsel fully advise~ me·ofthe rights 

Qfthe Company, of possible defenses, of the Sentencing Guidelines' provisions, and of the · 

cons~quences of entering into this Agreement . 

. l have carefully reviewed t:p.~ terms of this Agreement with the Board.ofDirector.s of the .. .. : .. 
. . . . 

Company. I h~ve advised and caused outsiqe counsel for ~he Company to advise the Board of 

Directors full~;~~~.~ righ~~,~fthe Coll\fE\f.~ of.possible.def~nses, ~~the Sentenc~ng Guidelines' 

pr(l).~i~&'f]~:e.a'n~: df~h~~~b~~lrr~~~~ng int6 the Agre~ment: . . ~ \""-\! \ .''- \ ·· 
'\) ·.· .... ·. ' ·\ 
No promises o1· in~ucem~nt.s ·nave. !>~~n made other than thb~e contained in this ·· 

Agreement. Furthermore, n~ o~e has threatened or forced me, or to my ~ow ledge MY person 
. . . . . . . 

au:horizing this Agr<?Cment on behalr'ofthe Company, ·in any· way to enter int? this Agreement. 
• , I 

I am also satisfied with outside· counsel's r.epr.e~entation in this matter: I certify that I am the 

Chief Lej?;al Officer for the C~mpany an~ that lhave been duly autho~ized by the Corilp~ny to 

execute this Agreement on behalf of the 'Company . 

. Date: I lt 7/ r ]_ . . . . . . 

.. State Str~et ·corporation 

By: 

. . 

I 
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CERTIFlOA TE OF COUNSEL 

We are coun~el for S_tate Street c .orpqration·(the "~ompany") in the. r:natter cov~red by 

this Agreement. In c.orinection .with· such representation, w~ have ·examined reievant Company 

docut?en.ts and have di.scussed the tenns of this Agre~ment w.it~ t~e Com.pany Board of 

·Directors." Based on our review of the foregoing \Tiaterials and d!scussions_, w~·are of the ~pinion· 

that the rep1:esen~ative of the Company has been duly" authorized to enter into this:Agreement on · 

behalf of the Com.p&ny and that this Agreement has been duly and :val.idly authorized, e~ecuted, 

and delivered on be~alf of the Company and is a valid. ~d bind!ng·obligation of the Company. 

Further, we have carefuHy reviewed the terms of this. Agreement with the Board .of Directors. and·· . . . 

the Chief Legal Officer of the Company. We have-fully advised them. of the rights of the 

Company, of possible defens.es, of the· Sentencing G~idelines' p:ovis1ons and of-the 

consequences of entering into this· Agreement. To our knowl~dge, the decision ofthe'Company· · 

to enter into this Agre~ment,· based on:the authorizatipn·ofthe Boar.d ·of Directors, is an informed . . . . . 

and .voluntary one. 

Date: _1_;_/~_-_l':J_ 

By: 1i wJ:M.~~ ·f;;d~ 
John Butts . 
Wilmer Cutler :Pickering Hale and Dorr LLP 
Counsel for State 'street Corporation. · 
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ATTACHMENT A 

. STATEMENT OF FACTS 

Th~ following Stat~ment of Facts is incorporated by reference as prut or" the De'fem;d 

Prosecution Agreement (the "Agree~ene.') between the United States Attorney's .Office fm: the 

District of Massachusetts and the United States Depat:tf!tent of Justice, Crimin~l Division~ Fraud 

Sect! on (collec~vely, the "Offic~s") and S~ate Street Coi·poration (). State Stt·e~t hereby agrees 

and stipulates that the following information _is .true a~d accurate. State Street admits, ac'cepts, 

and' acknowl_edges that it is responsible for the acts of its .subsidiaries and majority-owned, 

operationally-controlled· afftliates, officers; directors, employees, and agents as set fotth below. . . . . 

Should.the Offices pursue theprpsecution that is deferred by this Agreement; ·state Street 

(~eluding its su~sidiaries arid majdrity.owned, .operatio~ally~controlled.affiliates) agrees that it 

will neither contest the admis'sibility of, nor cont~a~ict, this Statement 6fF~cts.1'n any su·ctr · · · • 

proce({ding. The f<?llowing fa_ets establish beyond a t:easonable doab~ the·charg~s s.et forth in the 
.. . 

criminal Information attached to this Agreement: 

Background 
. . 

1. Together with its subsidiaries im9 affiliates, .State Street ("State Street" or the . . . . 

"Bank") is a finan~ial services company headquartered and with its principal place of business in 
. . 

Boston, Massachusetts. State Street is one of the world's largest custody bankS, and provides a 
. . . •· - . : . 

number o'f services to institutional clients? i~tcluding a variety of investment servicing and 

. in~estment management services. Among the services State Street' provides to clients is 

transition man_agement. Large in~tit!)tio_nal investors - su~h as p'ension funds and end9wmen~ 

often have complex investments consisting of relatively i~liquid ~ssets, or positions that due to 

their sheer size are difficult to unwind w·ithout negatively affecting their price, Transition . . . 
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management. is, generally, the business of helping such institutions efficiently move their 

inve8tmen~ between and among asset managers ~r Iiqui~ate large investment por~folios, with the 

goal ofminimizin~ the cos.ts as·sociated with such "transitions." As a general ma~ter, transition 

man~gers have three prin·crpal.tasks: (I) l? assume responsibility for the performance of · 

. investment portfolios during transitions; (2) to communicate with incoming and outgoing asset 

. . managers about the cornposi"tion of their r~spective portf?lios; and (3) to facilitate t_ransitions. by 
executing the necessary trades, with tbe goal of reducing risk.and cost for their·clients. 

2. St!lte Street's tra.nsition manageme~t busines~ falls .within its.Portfolio·.Solutions 

Group, which is, in tu.rn, part of State Street Global Markets ("SS.CJM"). · 

3. The ~erformance of a u·ansition is.typi.cally measured ·using a metric called the 

"implemen~tion shortfall," which is comprised"of a numbe1: of djfferent types of expl.icit and 

implicit" costs. When s~king transition management assignments .from prospective cUentS, -. 
• • • • • • 0 • • 

transition managers typi·cally prepare an estimate of the implementation shortfa-ll. That estimate 
. . . . 

.!~one critical factO!', among others, in the·awarding of transition management business. After 

compietiQg the assignment, transition managers typically provide their-clients with a post-tra?e 

analysis that provides the actual· results and assesses p~rfarmance .during the transition. 

4. At $tate Street, the relatio.n.ship ·between a ti·ansit!on manager and i~· cJient, and · 

the_ir respective responsibilities, are typically documented in a contract referred to as a s•tran~ition 

man.agement ~greement"· ("TMN'). The TMA may· govern multiple transitions over.the life of a 

client relationship. Details of specific transition assignments are often set forth in a shorter 

document referred to as a "Transitioh Notice" o~ '~PeriOdic Notice/' which centain~ details of the 
. . 

transition and generally includes the transition manager'.s agreed-upon compensation. In State 

Street's case,· and dul'ing the ;·elevant tim~ period," this compensation was typically either a per-
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trade .. charge on securities transactions· associated with the transition, refe~d to vat:iously as a 

. "commission," "markup," "ma-rkdown," o'r "spread" (co[lectively, "commissions"), or a flat fee . . . . . 

for the entire transition ex~ressed as a spe9i fie nuinber o: as a percentage on the value of ~he 

ptntfolio to be transitioned. Other. than ~he instances described herein, it ~as not State Street's 

. practice, during the relevant time period, to ch~rge bot~ a flat f~e and a commis~ion -~r: markup. 

· on trades. 

5. At all relevant times, s·tate Street was a signato~y to the "T ~Charter.," ~ voluntary . 

code of.be:st practices for transition managers. Am~ng o~heq)rovisions, the T-_chatter requires 

the fo.llowing: '~The Transition Mat'ia:ger, ·both befot·e ~nd ·aft'tw each -transitkm~anagement : 
. . . 

assignm€Snt;ifully discloses-all the sol:lrces of-client n~roun<?ration receiv«d by tbe Ma~ager' and/or : 

its affiliaterl GQmpanies, whether paid exp!icitly in fees or oth<5r charged' ol." ~amed impl_icltlyJ· 
. . 

tht:ough iflcotne·sharlng;rebates, or. tt~dirig-revenue.'.~ The T-Charter :als~r.pro-vides·: "The··,:: 

Transition Managei· aoe~ not apply dealing yam missions or. aharges, ·ad~'ust pri'ces·.or apply a · · 

mark,.up or .mark~down other than as ag~·eed wi~·the client in-the ~ntractlng·docume'ntation ~nd o 

as disclosed i,n the disclosure document." 

· 6. At all:rele:vant times, Ross MCLELLAN was an executive vice president and the · . . . 

global head of the :Portfolio Solutio~ Group. MC~ELLAN'was ·also the president of State Street 

· Global Market-s, LLC, Stat~ Str~et's registere~ broker-dealer. 'MCLELLA}4·WQt~ed at'~~te 

Street's ·neadquartel's in Boston, Massaahusett.s . . . .. 
. • 

7, . At aH relevant times, -Edward PENNINGS was a senior m!U\aging dite'CtOI; and-· 

head 9fthe Portfoli~ Solutions Group for Europe1 the Middle-East, and Africa, f'EMEA'1) • . · -

PENNINGS reported to MCLELLAN: .PENNINGS worked at -State'Str.eet's office iri London, . . . . . 
0 

England.- . 
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8. At all relevant times, Co-Conspirator# I ("CC-I") was ~n individual whose 

.identity is known to the Offices and to the Bank. CC-1 was employed by State Street in its 

London offic_e as a managi11g d~rector and h~ad of the Transi~ion Management desk for the 

EMEA region. C~-1 rep01ted to PENNINGS. 

The Middle Eastern Sovereign Wealth Fund 

· · 9. In· or about. February 2010, State Street; at the direction ofMCLELLAN.and · 

PENNINGS, offered to co~duct a Iiu·ge fixed-income transition for tlre .s<:>vereig~ wealth fund of 

a Mid?Ie Eastern country (the "Middle Eastei·n Sov.ereign Wealth Fund") at no charge . . In an 

email to arepresentative·9f.theMiddl.eEaster!'l Sovereign Wealth Fund ..,:. which wasone.ofSta~e 

Street>s largest transition management clients - PENNINGS wrote: "We will pric.e the·bonds 

and .t~bills at.'net:'·,.-this·means that for th.is transition there will b~ no c·ommis~ion ehat:ged on the . . 

fixed income tra:des. We anticipate being. able to charge the other side ofthe tranSactions which. . . . . . 
wiU enable us tO' keep.comm-issions·for'[the Middle .Eastern S?v.ereign.Wealth Fund] atzero:".· In 

another e-mail, PENNil'fGS coutirmed te the representative @[the Mi~dle Eas~ern Sovereign 

Wealth. Fund that State Street was in Gompliance w!th the T-Charter. 

· 10. In a subsequent email to MCLELLAN, PENNINGS noted that if the transitioned 

assets "are bonds then we should 1~ake our ~uatter." 

11. In a telephone call.o_n or about March 2, 20iO, ~ENNINGS and CC-I discussed 

the plans to charge hidden commissio~s on the transition, and PENNINGS in_str_ucted CC-1 not 

to talk about those plans "with anyone . .. because it's not going to help our story. Don't even 

share it with tho i•cst of tho team, to be honest." CC-1 responded, in subst~noo, ~hat PENNINGS 

would have to interact with someone else on the tra.nsition -management desk over the ~ourse of 

I 
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the transition because he·would be awa~ during part of the transition. PENNINGS replied: 

"Yeah, OK, but they. don't need to ktlow what's in the documentation." 

12. lri an email to MCLELLAN on 01' about June 3, 2010, PENNINGS advised that . . ·. . 

· he would "rteed you in~~lv.ed on the FI [fixed income] trading desk in [the) US to ensure they do 

as we want." That.san:tei day, PENNIN~S told CC-.1 that he. had spoken with MCLELLAN, who 

haq in~ieated that he Want~d to "get.. .. involved in the·[Middle Eastern Sovereign W~alth Fund] · 

deal ... tb.see h0w.\v.e· ean t_n~ke it ·nice.~' PENNINGS relayed. that MCLELLAN said to·"take 

less" on one ·pmtion ofthe' portfolio and '-'take a tot mor~·· on anothe•· portion of th~ p·ortfolio; · 

and·that MCLELLAN '~said yo~··can still take 1 or 2 on .the outgoing: side .... ·. 1 mean, no one :is 

going· .to fucking notice·that. ... it's a rou.nding error, so no one'is going to n~tic~ that.~' 

. : · 13 .. · ~n a tefephone:~all among CC-1, in L~ndon, ari.dtwo·~0ston-baseg• traders.on ot 

about.June 15, 20:l.O'(the first day of trading), CC-I instructed the·traders that "befqre·you book:;. . . . . . 

out' the· client side, send the' ex~utions acr0ss·and we will have a lo0k and: figure ou~ what levels. ·. . . . . . 
. ' 

we want to put·on.the . .client side." -On the same.day, MCLELLAN, who was·in L0ndon·at the··: 
. . 

time, askeq one oft~e traders for·'%e range rofprices] ircros's the day ... "adding. "~asicalfy;l 

want th.e high." . 

14. MCLELLAN' and CC-1 th.en calculated commissions foi· the traders-to.apply to.: 

the trades·that V{OUld tkee.P the Middle ~Eastern Sovereign Wealth Fund ':s client-side prices within 
. . .. 

the intra'day high and low·prices for ·the secwities, thereby helping to hide· the commissions :fram :· . 

the client. 

'15.· In. or about August 201.0, 'the Middle Eas~ern ~overeig? Wealth Ftm.d iss~ed a · · · 

request fQr proposal ("RFP") for another transition that similarly involved· a large fbcect.income 

comp0nent. On ot· about August 29, 2010, PENNINGS forw~rded the information to 

I 
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MCLELLAN, n.oting, "Gonna bid ~ero.again," to which MCLELLA.N respond~d '~Agree 100 

perc~nt:» 

·. 
16. On or about'Oct<?ber 18, 20 l 0, PENNINGS responded to the. Middle Eastern 

Sovereign Wealth Fund's RFP, stating, "We are able to quote zero commissrons for this 

transition,.and in addition, when awarded the whole.trade, we'will absorb alf transaction fees 
.. 

normally c~ar~ed by the custo~ian." 

17. On ot· about October 4,1; 2010, PENNLNGS reported to MCLELLAN and others 

that State Street had won the transition. ·· · 

18. The draft periodic notice State Street sent to the Middle Baste~ Sovereign Wealth 

Fund stated, "Trades will n0t attract any G?mmission and will be pri~ed net: Tb.e managct• may . 
. . 

benefit from a bid-ask sprea~." ,When the Middle Eas~em Sovereign Wealth Fund. retur~ed the . . . 

·executed .periodic notice, that langua:ge'had been deleted. · 

19. Notwithstanding State Street's representations to the Middle Eastern Sovereign 

Wealth Fund that 'it would do .the tran;ition for zero commissions, the trading instructions issued . 

on November 3, 20to (the first day of trading), stated that yommissions should be ''2·bps of . . . . 
. . . 

value on the sellside and ~8 bps of value on the buyside.11 The. instructions also told traders to 
. . 

·send the high and low ofthe day to PENNINGS, CC-1, and another individual 'On the tnmsition 
. . 

management desk prior to booking trades. 

20. State Street proceeded to charge the Middle Eastern Sovereign Wealth Fund 

significant commission~ on the fixed inco~e trading it conducted wit~out disclosing those . · 

·commimJions to the Middle ~st~ Sove1:eign Wealth Fund or obtaining the Fund's consent to 

pay them. 

!• 
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21. Tlie.November 2010 'transiti~n also contained a significant foreign exchange 

("FX") fOmpon~nt. The per.i_?di~ notice provided that foreign exchang~ transactions l'<fquired the 

prior approval ofthe Middl~ Eastern Sovereign Wealth Fund. 

.. 22 . On or about the first·day of trading, November 3, 20 I 0, State Street neith~r so.ught 

. approval for nor conducted any FX trading. Following the m.arket close th~t qay, tl1e Federal 
. . . 

Reserye Board made a quantitative easing annOl~ncement that had a substantial. effect on the PX. 

market&. 

23. On or about Novet?ber 4;2010, ~fter realizing that.the ·FX.market had. moved · 

ag~inst•.the.MidGie·Easterti,SoYerergn Wealth F\lrid's p'osition, State Street conducted the .FX 

trades ·betwe.en . .appr-oximately.9:~0,and ·11 am, without ob~ining the pr-ior approYah:~f the . ·. . . . 

Middle .Eastern So·v.ereign. Wealth Fund, . ; . . · . · · 

. 24. At approximately 11:45 am:, ·State .Street sought 'the approval· of the Middle· . 

Easter~ Sovereign Wealth Fund fot·:the FX tt:ading; without·revealit).g·that thdradlng had, in . 

fact; already been cbJ:l1pleted. The Middle East~m.S.evereign Wealth ·Fund grant.ed its approval 

for the FX trading at approximately 2:30 pm. . · 

25. That same day, PENNINGS .\V,t'O~e to MCLELLAN about the FX situation~ 

: . . 

· · sta~ng, "Hopefully: we..~re .o~ ~!though we do ·ne~d to. find the appropriat~ benchmark as we want· . 

to be in line with t~e pre-trade given that this is what they look at.!' MCLELLAN responded; · 

"Use rates at approval. time." 

26: . Also on'Nov~tllber:4, CC-1 sent an ·e-mailto .PENNiNGs setting forth the· · . ... 

bencqmarks beirig used fo tta'ck performance. CC-1 stated that State Street would .use ~'14:~0 
. · . 

.'· Lo~don time today prices foi· FX (the time [the representa~ive o~th~ Middle Eastern Soverei.gn 
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Wealth Fund] gave us the OK to do the FX." PENNINOS respondea, "Good stuff. Let's not 

highlig~t the ~enchmark times thou'gh." 

' ' 

27 . .' ~nor about November 18, 2010, Stat~ Street sen.t th~ Midd"le Eastern Sove~·e.ign 

Weal~h Fund a post-trade !'eport fo!· the transition·. The implement&tion shortfall analysis in that 

rep01t identified 'the FX implementa~ion shortfall as 'being a·pprqximatel~ _$519,000 as compa~d 

to a November 3 benchmark. 
. . . 

28. In fact, as noted in the November 4, 2010 <?-~ails cited above, State Street did. not 

use FX pi'ic.es on November~ as a b~nehmark, but'rather-used prices from t~id-afternoon on 
' . 

November 4, hours after the FX trading had been concluded. Had State' Street used.-the 

November 3 beochmark i~ repres.ented to tlre.Mid.dle Eastem ~oyereign Wealth Fund it was using 

to measw:e perfOrmance, it .. would.have been· forced to repmtan FX implementation shottfall of 

approximately.-$29.6 ~illion .:..-meaning that the ·B-ank ov.erstated its performance on the.FX 
' . 

trades alone by more than $29 million. ; . .. 

The Dutch Pension Fund 
. . 

29. . in Ot' about June 2010, State Street conducted a fixed Income transition for a 
. . 

pension fund. ~ased in th~ Netherlands that managed the retirem~nt assets of a gro.up of 

professionals (the ''Dutch Pension Fund'~). 

30. . On or about Ju~e ·17, 2010, a representative ofthe Dut~h Pension Fund asked 

PENNINGS, "Do the estimated tradirtg costs include the fees that you will charge and ho~ much 

will these fees (in bp or in cas~ amount) approximately be?" PENNINGS replied, ''In the . . . . . . 

nmt~ysis we. have buift in I bp. that the exeoution desk talce9 qut of the spread, 90 yes the t~_tnl. · · · 

i~plementatipn shortfail estimate includys all fees." 

• I • 
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31. · On or abo~t June 18~ 20 J 0, after· the Dutch Pensio.n Fund indicated th~t State 
. . 

Street had. won the transition but that it would use another bank for futures clearing associated 

with the transition (for which State.Street would haye earned additional, agreed-upon revenue)
1 

. 

PENNINGS wrote to MCLELLAN and stated, "Jus~ have to charge them a bit more given that 

we do!''t get futj.li:es revenue." 

. 32. During the trading, which occu.rred in l.ateJune 2010, State Street charged the 

Dutolr.Pensiorr F.und approx.imately 1.5 basis poihts: in commis~ions, .without disclosing the . 

incr~ased commission s:harges·to 'the Dutch Pension Fund.ot,. ob'taining 'the 'Fund's ~greement to 

pay those additio~al .charges . .. 

The Irish Go:verntrienf·Pension,Fund 

33·. · In 'or. about Decethber.20 lQ; MCLEL;LAN .and :PENNINGS discu~sed State 

Street' s.bid to· manage 'a! trMSition for a·Jarge.publio .pension 'fund ·qased. in Dublin, ireland.(the · : 
. . 

"Irish Govern~ent Pension Fund") .. In an email to.MCLELLAN :dn 'Or aboufDec~mber l, 20_10, 

PENNINGS Wt-ote: "Gatta win thi~ Q~.<!l Any:id~as.:h.oW to get more revenue would be 

appreciated: ... How. about a 1· [basis pE!int] !Uanagement fee or somathing Gf that nature, no 

commission& and. th~n take·a spread?. M~. tax.'dollars ·are after aU paying for their reckless 

spen~.ing." MCLELLAN ~plied: ~'agree 'with a zero com.mission bid," but added that the 
. . 

.Bank's traders WQU~d. "need to tr.adeuet," .s'uell· tliat•comm'issions would not be disclosed in . . 

trai:ling.results provided to·the client. PRNNINGS resp0nded: "Great minds think alike. We 

have to ·charge fee th~ o~erwi~e:they ~et suspioicius· .. , ~· 

· · · .34. . S.tate.Streetult~mately proposed.a ·flat management fee of 1.25 basis points . 

(0.0125%) of the vaJue of the transitioned assets. ::Vhe ~ropo~al spe~ified that there would be no · 

fixed income or equities commissions. 

I .. 
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35. In an email to CC-L, PENNINGS no~ed: "Just to clarify.- 1.25 bps is 

ma.nagement fee. The extra qu~rter point makes it look like we actually thought abo~t it !lnd did . . . 

the calculations .... " 

. 36. Afte;. the Irish Gover~ment Pension Fu.nd ~warded State Street only part.ofthe 
. . 

transition, the Bank negotiat~Ci for, anq the Irish Oovern!llent Pension Fu_nd agreed to, a slightly· 

higher flat fee of 1.65 b~sis points.(O.Ol65%) of the value of the assets, ·plus cettain specified 

. costs for futures and foreign excha.nge transactions. 

37. ~ a subsequ_ent telephone call, PENNINGS told CC-1 that "we just need to be 

very; very creative; which we will,"' and ~dded: "Make sure it . .. doesn't say.an):'thing about not 
· .. 

ta.king any spreads, becaus(l we're gding to_ have to in_tlie U.S.'~ PBNNINGS·instructed CC-I not 

t? inform the transition·managet-'·assign"eci to the.deal about.th~ hidden: commissions. · 

· 38.; In ~n email to MCLELLAN, PENNINGS reported that:the deal· with the Irish 

Government Pension Fund was for" 1.65 bps. Need to be v.ery creative." MCLELLAN 

responded: "We wi_ll:" 

39. On or aboutMaroh 23,2011, CC-lreviewed a draft of the post-trade report for 

"the first tranche of the Irish Government Pens~on Fund transition,. and instructed the tr~nsition 
. . 

manager to alter the definition of "Comm is&ions" in-the report because, according to CC-I", "We 

. are charging a flat fee." Op or about March 29, 2011,. State Street. sent the Irjsh Government 

Pehsion Fund the· post-trade report with the term "Commissions" removed 'from the definitions 

l?age. 

40.' On or nbou~ Apt:il5, 2011, prior to the seoond tri:mche of.the Iriah Govcmmont 

PensJPn Fund tr~nsitio.l\ PENNINGS emailed M9LELLAN that the fund."just informed us they 

·did not want to use futures on the trade scheduled for late~ this week," for which the fund had. . . 
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agre~d to pay State Street an ·additional fee. P.ENt\HNGS adde~: "I think this wiJI increase the 

41. . Because the lrish Government Pension 'Fund transition involved a significant 

amount of equities-- for which commissions were ordinarily broken out and reported 

automatically by State Street's trading· systems...., MCLELL-AN, PENNINGS, afld others devised . . . . 

. a plan to c.onduct the tt·acjes in a specia:l trading accbtl!it.drdina;·ily US~d to guai·artteC'CUStomers'a 

. sp~cific price- the volume weighted average price ("VWAP."Y- of.trades ~x~euted over the 

course of a qay. Using the V\V AP account,. $tate Street'was· ab!e. to· in~lude ·a commission of2 

cents per ·share on .each.Qfthe U.S. equities:trades it executed·for:the Irish: Government Pension 

Fund; without the e.ommiss.ion b.eing broken out on.reports sent t0 the·clien! .. : . 

42. Ultimatel);; State Stre~t-char.ged undisclosed coinmis~kins and ~·ark-ups ·totaling 

approximately $45 mHlion :in .aclditiEm to t-he .agi'c~d:-upop:mimagement fee of approximately·. 

· $1.6 million. · 

The Irish Commercial Pension Fund 

. 43. In or ~bCDutMitrcli ·201 1, ~tate Street received an'RF.P fi·om a· pension fund based. 

·in Ireland that managed tlte t:etirement assets of emplo}'ees at an Irish compan}' (the "I~ish 

Commercial P~nsion Fun~") for a fixed lncoine·~nd .equities transition:. 
. . 

4~. ..In:its·respoilse .to- the RFP, State·Street proposed a flat management fee of 

·€400,000 and.noted that it was a .founding member of the T-.Charter and·that it would be «fully 

compliant to the principles set out. in the T-<;:h.arter.'~ 

· 45. . .fu.·ar.aboutApril.2011 ,. the Irtsh Commercial Pension Fund negotiated State· 

Str~et·'s.managemeht.fee down to ~350,000'. · ,. 

'· 



46. Ultimately, State Street toqk undisclosed mark-ups totaling apprqximately $1.1 

million in addition to. the agreed-upon €350,000 managen~ent fee. 

The British CommerCial Pension Fund 

47. · In or about Decem~er 2010, State Street received an -~P from a pension fund 
. . . 

based i~ BngJ.and that managed th~ retiret~ent assets of employees of.an English company (the 

"British Commercial Pension Fund"). 
. . 

48. While State Street's RF~ respons~ _contemplated a commission of 5 basis points, 
. . 

State Street and the British Commercial Pension ·Fund subsequently agreed· that State Street . 
. . 

woul_d receive a fl~t IJlanagen-ient fee of £350,000. 

' . 49. Ulti~ately; State Street took undisclosed mark-ups totaling approximately $1 

milli0n i~ additio~·to the agreed-upon £350,"009- management fe~. 

The British Government Pensi,oti Fund 

50. In or about February 2011; State.· Street receiv~ an RF~ from a· pension fund 

based lri I:.ondon, England' that managed the retirem~nt assets t>f.certain employees ofthe British 

.government (the "British Government Peitsion.Fund"). The RFP coneerned a fixed-lncome 

transition involving more than £3.2 ~ill ion in assets. PENNINGS forweyrded the RFP to . · · 

·MCLELLAN with the note: "Confidential but check this ~aby out .- .. gotta win that one!"-

MCLELLAN replied: "Thin to win." 

. 51. In its t'esppnse.to th~ RFP, State Street proposed a flat fee of i .75 basis points 

(0.0175%) of the value ofthe assets and p~·omised to ."provide full disclosure" of"all costs 

iricurrcd in the transition nnd any additionalrovcnuo souroos ... rosulting.ft•om the transition." 

· In a table brealdhg down co~ts associated with the transition, the·B.ank' indicated that no 

I 
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commissions woulp be applied. State Street further ~!edged "to ·put our client's interest ahead o·f . 

our own." 

· ·52. On February 21, 2011, aftyr the British Govert}ment Pension Fund cut the size ·of 

the transition to_:approximatclY. £1.3 billion, ·PENNINGS c~nfirmed in ·an 'email to an executive 

of the fund that ~'even thou~h th~ value is significantly less, we can ·do this project for :~· 

management fee of ~.75 [basis points] of the portfolio value qf £.1.Jbln or £227,5oo:•.• 

PENNINGS forward~ci this email to MCLELLAN with the. note: "Who's the· dadd~ ... ·Happy 

president's. day!" MCLELLAN respo~ded: ."Nice work." ~ENNINGS then·replied: '-'I'~ 

. tbiiucing 1.5-2 [basis points]_. .. " . · 

'53.. In a· subsequent em'i'lil to the British Government Pensiot\ ~una; PENNING~ agai~ 

confirmed that '.'[t]he fee includes:all trading requir6P/'· adding:· '.'Pls don ':t·make me go this :low· 

every time though!" 

· :54.· . · On or·about Macch·21, 2611; the·irrstt;uctions ~ent to tr~ders handling the · 
.. 

transition ·for the British .Government Pension P.und !pr<~vided,. in bold-faced.lette~ing; "ZRRO 

COMMS." That s~me d.ay, in a telepbon_e call with CC-1, PENNIN~S·s-aid .lie had just had a,call · · 

with MCLELLP;N in wh:-ic~ MCLELI.JAN "said (h0w much do you want to talc~?' and I sai~; . 

'whate':'er, ~et' s. see how. ~e go."'. . ; 

55.. .' Thereafter,.at the direction of_ MCLEI~~AN, PENNINGS, and CC-1! State $treet 

secretly applied commissions of one basi.s poiilt (0 .01 %) to all u.s. trades, .a?d '2 basis points . . 

· (0.02%) to all.European.trades it-conducted on behalfof.the Brit~sh Govemment Pension·Fond, 

in additi¢n-to the ag\·eed-up0n flat fee. For·example, on or about March.22, -2011, MCLELLAN 
. . 

instructed a.t).S. fixed income t:t'ader:to "take a: basis·poin:t·ofyield" on tradesJol' the Br-itish · 
• • • 0 

Government Pension Fund, n'btwithstanding that the written t~ding inst:t·uctions issued by the 

i 
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. . . 
transition manager s~id to charge zero commissions: · Later that same day, ¥CLELLAN 

instructed the trader to delete any r.eference to commissions on the file· of trading t•esults he sent . . . . . . 

to the transition mana.ger. 

56. On or about'March 23, .201.1, MCLELL.AN .i~structed the U.S .. fixed income 

trader to "stay with a basis· point of y,ield" and confil'med that the trader should once again "zero 

,. out" the .cortunissiQI)~ when sendii1g over the trading file to the transition ~an~ger. 

57. After the British ·Go.vem~ent P,ensio11 Fund i~dependently leame·d that 

commissions ~ad been· charged on cet1ain.U.S. trades, MCLELLAN, PENNINGS, and CC-l 

took steps to preyent the Britisi~Government Pension Fund, and·~tate Street~s internal 

complian:ce staff, from le'arning the t~uth, by falsely telling them that the ·aommissions had b~eil · 

charged by.mistake and were limited to the 'U.S. FOI: example, in respon.se to a, June 21,2011 . 

emaif from an executi.ve o~th~ British Government Pension F~nd reques~ing confirmat~on that 

"~242,305 .(equal t~ t .75 .[basis points] on !he [assets under management] ... is the sole revenue 

for SSGM and/or any of its a~liate~ o~ this event," PE~INGS responded: ''Yes--: £242,305 (It 

should.eq~al 1.75 [basis points] ofthe total assets)." · 

58. When the fund ex~cutive informed PENNINGS that auditors reviewing publicly' 

available data had discover~d what. appeared to be a one basis point commission orr all U.S. 

trades, PENNINGS responded: "That doesn't seem right so let me investigate with the US desk 

and ge~ back to you." 

59. On or abo~t June 22, 20fl, MCLELLAN directed: PENNING~ to advise the 

British Government Pon~ion Fund.thnt Stnto Stree~ hnd applied "inndvortont commissions" to 

. U.S ... trades, but not to disclose that commissions had also been applied to Europe~:n trades; for 
. . 

which njarket trading_ results. were not publicly available. At MCLEL~AN's direction, State 

l . 
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. . . 
Street' refunded the British Government Pension Fund the approximately $1 million in. 

commissions it had seet:etly c~a.rged on U.S .. trades - but not the approximate,l'y $2 million State 

Street .. had, unbeknownst to the fund, charged on European trades. 

· 60. MCLELLAN ·and PENNINGS later advised State Street!s oomplian~ staff that 

State Street' had erroneously charged the British· Government ~ens ion ·Fund a comm issi'on on : . . . 

U.S. tradt?S- ?ut ~~.t that State Str~et had ~h~t:ged the 'commission ~ntentionaHy; ot' 't~at it had 

a·lso charged a e0mmiss!on on European trades·. · · . . . . 

. -61. .State Street's -compLiaooe ·staff accepted these· explanations at ~ace v,alue .and · 

u~dertook rio inclependent:investigation until then~isconduct beean:ie·nioi~ widely known within . . . . . . . 

the -Bank ~h.ortly. thereafter. ·. :-· .. .· .. 

. \ 
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A 1TACHMENT B 
·CERTIFICATE OF CORPORATE RESOLUTIONS 

.WHEREAS, State Street Corporation (the. "Company") has been engaged in discussions 
. . 

with .the United States Attorney's Office for the Distt:ict of Massachusetts and the Unit~d States 

Department of Justice, Criminal Division, Fraud .Section (collectively, the "Offices") regarding 

issues arising in relation to fraudulent ·overcharging_ of, and misrepresentations · to, certain. 

customers ·ofthe C~mpany's transition m~agement bu~ines~ and 

W~EREAS, in order to resolve suc4 discussions, it .is proposed that the Company enter 

into a c~tiain agreement with the Offic~s; and 

. . 
WHEREAS, the Company's Chief Legal Officer, Jeffrey C~rp, together with outside 

counsel .for the ~o~p~~y. have advised th~ Board of. Directors of th<: Co~pany. of' its rights, .... 
. possible defenses, the Sentencing Guidelines' provisions, :and the consequences of entering into . . . 

such agreeme!ft with. the Offices; 

.. · . . 
Therefore, the Board ofDirectors·has REsOLVED that: 

1. Th~ Company (a) ackno~ledges the filing of the one-count'Infonnatio~ ~barging 

the Comp~ny conspiracy to commit wire fraud and securities fraud in vio.lation ofTitle 18, United 

States Code, ~ection'. 371; . (b) waives indictment on Sl!Ch charges and ~nters into a deferred 
. . . . 

prosecution agreement with· the Offices; and (c) agrees to accept a 'monetary penalty against the 

Company totaling $32,300,000, and to pay such penalty to the United States Treasury with respect 
. . . . . 

to the conduct described in the Information; 

2: . The Compa.ny accepts the.terms a~d conditiot:ts of this Agreement, ~eluding, but 

not limited· to, (a) a knowing waiv~r of its rights .to·a speedy trial pursuant to the Sixth Amendment 

t<? the United States Constitution, Title 18, United States Co?e, Sectiop. 3161, and .Federal Rule of 
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Criminal Procedure 48(b);· and (b) a knowing waiver for purposes. of this Agreement and any 

chat•ges by the 'Offices arising out. of the conduct described in the ~ttached Statement of Facts of 
. . 

· any obj~ction with respect to venue and -consents to ·the filing of the Information, as provided under 

the terms of this Agreement, in ·the iJ.nited States-District Court for the District ofMassachuse~ts; . . . . . . 

and (c) a knowing waiver of.any defenses based on the statute of limitations for any prosecution 

r~lating to 'the ~onduct described in the attached Statement of Facts or relating. to conduct kno~n . 

to the Offices prjot· to the date on which this Agreement \¥8S signed th~t is not tirne-barred by the 
. ' . . :. . . . ; .. 

. applicable statute otlimitations o.n the ·date of the signing of this Agreement; 
; . 

3. The Chjef. Legal Officer, Jeffrey Carp, is hereby authorized, empowered ·and 
.... . . 

direqted, .on behalf of the Company, to execute the Deferr.ed Pros~cution Agt;eement substantially 
··:. . . · 

in such form as discussed with the Board of Directors with such changes as the Chief Legal Officer, 
·· . . 

Jeffrey Carp, ·may app'rov.e; 
. . . · . . . 

4. The Chief Legal Officer, Jeffi:ey· Carp, is hereby authorized, empowered .and. 
. . . .. . .. 

direc.ted to take ~ny and all actions as may be necessary or appropriate and to approve the fotp1s, 
. . . 

terms Ot' provisions of any agreement or other documents· as may be necess·ary or appropriate, to 
• : • t ••• .. · .. 

carr.y out and effe(ftua,te the purpose and intent of.the foregoing resolutions; a.nd . ' . . . . . 

.... . . 

\ . 

. · . 
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5. All of the actions of' the Chief Legal Officer, Jeffrey Carp, which actions would 

have been authorized by the foregoing resolutions except that such actions were taken prior to the 

adoption .of such resolutions, ru:e hereby severally ratified, confirmed, appt'Oved, and adopted as 

actions on behalf of the Company. 

Date: 
By: 

· .. 

' . 

B-4 . 



A TIACHMENT C 

INDEPENDENT COMPLIANCE AND BUSINESS ETHICS MONITOR. 

'The dl!ti(}s and a~thority ~fthe Independ.e11t Compliance and Ethics Mqnitor; and the 

obligatio~s of State Street Corporati9n (the "Company"), on ·behalf of itself and i~s subsidiaries 

and majority-owned, operationally-controlled affiliates (collectiv~ly, the "Monitored Entities"), . ., . 

with respect tq the Monitor .and t~e .. United States Att01:ncy's Office for the District of . . . . . . . . . .. 

Mass~chusetts· ana the Unit~.,S.tates:P.~Part.ment of Justice, Cri~inal Division, Fraud Seetion 

(collectively, the "c;>ffice~") are as described below, to the ·extent permis;ibl~ up.der locally 

applicable laws and regulations, and the instructions of locaL regulatory agencies: . . . . . 

Term of the Monitor ship 

1. The Company will retain the Mopitot' for a ~eriod of three ye~rs (the "Term of the . 

Monitorship"), unl~s the early termination provision of Paragraph 3 of the Deferrecj Prosecution 

~greement (the "Agreement") is triggered. 

Monitor's Mandate 

2. The Monitor's .primary responsibility is to assess, oversee, and monitor the 
. . . 

Mot~itored Entities' co'mpliance with their obligations under the terms of the Agreement, so as to · 

specifically addt·e~s and reduce the risk of any recurrence of the misconduct as d~ctibed in the 

Statement ofFa?ts . .In doing so, the Monitor will review and monitor the effectiven~ss of the. 

Monitored Entities' compliance controls and business ethics as they pet1ain to the appli~able : 

fraud laws, and make such recommendations as the Monitor believes are neceSsary to comply 

wi~h the Agreem~nt. Dur~ng the Term of the Monitorshlp, ~he Monitot· willrevievy an'd provi~e 

recommendations fodmproving the Moqitoreq Entities' compliance and ethics programs, as well .. . 
. . . 

as the ~onitored .Entities' implem~ntatio.n and enhancement or' their ·complilmcea~d ethics 
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programs f<?r the purpose _of preYenting future fraudulent conduct by the Monitored Entities', 

including; but not limited to, violations rela~ed to the coni:luct giving rise to the fnforination filed 

in this matter. In doing so, the Monitor shall: 

.a. · · Review and .mon'it_or the Monitored-Entities' cun·ent and ongoing 

compliance with the Agreeinen't. 

b. · ReV.iew, evalu~te,.and monitor the Monitored Entit!es' compliance and 

business ethics policies and procedures to.ensure they are:generfitly.effective in 

preventing and detecting fi·audtt1:ent conduct (~~Misconduct") oy any dire.ctor, o~cer, 

employee_, ?r -agent of any of-the Monitored Entities. 'This shall:incl~de an assessment of 

the Monitored Entities' Compliance functions and/or Au~it Committee for:further action 

regarding the Monitored Entities' policies and_proc~dures. · . ' .. 

c. Review, evaluate, and-mbnitor the Monitored Entities' compliance and 

?usiness ethics programs, 'including. butriot'limited -to any applicable survei-llance 

systems, .risk management systems, confli-cts o'f inter~t identific_ation and mitigation, 

relevant management informa~ion or systems, compliance-training, busine~s ethics 

training,- intern_al auditing information or systems, compliance data man_agement systems, 

.internal investigation procedures, and information retention and production to en·sure they 

-~re ge~erally effective in preventing and d~tecting any Misconduct bY. any director, 

officer, ·e~ployee, or agent of any ofthe_Moni~ored Entities; : 

d. · Re~iew, evalua~e, iif\d ll;lOnit?r ~he Monitored Entities' com~fiance and 
. . . . . 

· busine~s ethics structures, compositions, and resources, including but -not limited to, · 

COJnpliance and ethics per-sonnel compens~tion, compliance and ethies personnel 
. . 

recruit:ment programs, and compliance ~nd ~thics personnel training, to ensure the· 
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compliance and ethics g-roups or functions' h!l've the.appropr_iate authority, sti·uct~re, and -

·resources to be &eneraJly ~ffective in preven.ting and detecting any Misconduct by any 

director, officer, employee, or agent of any of the Monitore~· Entities; 

e. · Review, evaluate, anti ~onitor·the Monitored Entities' compliance and 

ethi~s pol.icies, procedures, and practices, including but:not limited to any trader- . .. 
. . 

recruitment, train'in'g,.compensation, and evaluat~on process, .to .determine if they are . · · . 

. generally effective to .prevent and .d~teot any Mis'coQduct·by any.direct6r; offtcei~, · 
. . 

employee, or agen.t 0f'an~ of the Monitor~ Entities;. and·· . 

f. · ,Review, assess, ancd monitor tlie Monitored_ Entities' and senior . 

. management's commitm-ent to; and effectiye implementation of, the :corpotiate ' ·. 

compliance and business ethias pr0-gra.ms .. .. :_. 
j •• ••• 

The ~mpanY:'s Obligatioizs 

3. · The Company,:its s~bsidiaries-.au.chmajori_ty~o.\v.tied, operaHonall~-cont!olled.. 

affili"ates shaJI.cooperate fully with' the-Monitor,' and.the Monitor shaU.-l'\a:ve the authoritY to take 

such reasonable steP.s as, in his. or her Vi\"lW, may.be·ijecessary-to'be fully informed ao0ut the 
. . 

Monitored E~tities' .compliance and ethics-programs in accordance with the pt:inciples set forth 

herein ~d applicable law, including any_applicable bank. secrecy, .con~denqat·supet:visory 

information, .data protectrorr and lab'or laws.and regulations . .To that end; the CompanY. shal~: 

facilitate the Monitor's access to.the Mbllitor~ Entities' documents.andresources; not limit such 

access, except as pro:vided in Paragt~phs 5-6; and p1•ovide guidance on. applicable local law (such 

as relevant, bank $ecrecy; confidential·supervis6ry iJjfonnation; data. protection ·and labor laws). 

The Company shall provide the. Monitor with ·access t~ all infonnation, documents, records, . 

facilities, and employe~s, as reasonably: J;equested ·by the Monitor,. tha~ fall witlri~ the-scope of 
C-3 



l . 

the Mandate of the Monitor under the Agreement: The Company shall flse its best effo.1ts to . . . 

provide the Monitor witti access to· the Monitored-Entities' former employees and their third-. .. . . .. . 

party vendors, agents, and consultants: 

4. . Any d1s~losure by t~e Company t9 the Monitor cqneeming fraudulent or criminal . 

conduct shall not relieve the C<?mpany of any otherwise applicab1e .obligation to truthfully 

disclose ~uch matters to the Officys, pursuant 'to the Agreement. 
. . 

Withholding Ac~ess 

5. The parties agree that no attorney-?lient relationship shall be formed between the 

Company and the Monitor. In .the event that the. Company seeks to withhold from the Monitor 
. . 

access to·in.formation, documents, records; facilities, or. c~rrent or former employees of the 
. . 

Company that may b~ subject. to a cl~im· of attorney-client privilege or to the attorney work-

produ.ct doctrine, or where the Company reasonably believes production would otherwi~e be 

inconsistent. with applicable law, the Compa~y shall wor~ cooperatively with the Monitor to 

resolve the matter to the satisfactio·n of the Mo~itor. 
. . 

. 6. If the matter· cannot be resolved, at the request of the Monitor, the Company shall 
' . 

promptly provide writte.n notice to the Monitor. a!ld the Offices. Such notice shall include a .. . . . . 

g.eneral descripti?n of the na~ure of the information, docunients, records, facilities or current or 

former emP.loye.es that are being withheld, as well as the legal.basis for withholding access. The 
.Offices may then conside~· whether to make a futt~er request for ac~ess to such informatiort, 

documents, records, facilities, or employees. 
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Monitor's Coordination with the Company 
and Review· Methodology 

. . 

7. ln carrying out the .Mandate, to the extent ·appropriate under t~e circumstances, . . 

the Monitpr should coo:dinate with Company personnel; including· in-house counsel~ compliance 

.personnel: and internal auditors, on im ongoing· basis. The Monito~ may re.ly on the product of 

the Company's processes, s~tch as the results of studies, reviews, sampling and testing 

methodologies, audits, and analys~ conducted by or on behaifofthe Company, as well as the . · . . . . 

ComP.any's internal resources (e.g., ·Jegal, compliance, and internal audit), which can assist the 
.·· .. ·. 

Monitor in carryi~g out the Mandate through increased efficiency and Company-specific . ·. 
expertise, provideq that the Monitor haS'confld~n.ce in the quality of those resources. 

. . : ' ...... . ' ·. 
8. The Mori·itor'~ reviews should use a risk-based approach·, and thus, the'Monitor is 

not expected to conduct a compreh.en~ive revi~w of all business lines, aU ~usiness activities, ~r 
• • : ••• J •• f • : 0. . • , 

all markets. In 'car~ying out the Mandate, the Monitor sho~ld consider; for instance, risks 
.. ·· • • • ' t • • I : 

·presented by.the.Coinpany's: (a) organizational structure; (b) training prO'grams9r lack thereof; 
. . . ... 

(c) compensation. structure; (d) internal auditing proces'ses; (e) intern:al i~vestigation procedures; . .. 
. . 

. and (f) reporting mechanisms. . 
·. · .. . 

9. IQ undertaking· the reviews to· carry out the Mani:late, t4e Monitor sh~ll 'formulate 
oo I • 

. . 
conclusions based on, among othe~ things: (a) inspection· of relevant documents, including the . 

. . : . ,. ··.· .·. . . 
Monitored Entities' current policies and procedures; (b) on~site observation of selected 

· .. . ·. .· 
management information or syst~ms· !lnd prq.q~d.Yres of~e_M.P.nitqr~_4 .E.t:JJ~t.i.~~ at.~.!'\mpl~ ~.it~. . . . . . . . . . . . . . . 

. . . . . . 
including inte~·nal accounting contro'ls, record-keeping, .and ip'ternal audit procedures;. (c) 

meetings with, and interyiews qf, relevant current and; w.here ap·propriate, former .directors, 

G:5 

l. 
I 

' 
I 

I 
. I 

! 



officers, employees, ~usi'ness partners,.agents, and other persons at mutually conve~ient times 

.and places; and (d) analyses, studies, and testing of the Monitored Entit~es~ co,np(iance program. 

Monitor's Written Work Plans 

. 10. To carry out the Mandate; during the Term of the Monitorship, the ~onitor shall · 
. . 

· conduct an initial review·aod prepare an initial report, followed by at least two follow~up reviews 
. . 

and repotts as descr.ibed iri Paragraphs 17-20 .be~ow. ·Wit!) respect ~o the initial repoTt, after 

consultation with the Company an~ .the Offices, the Mo~itor shall .prepare ~he· first .writt.en wor-k 

plan within sixty calendar days of being retained, imd the Company and the O~ces shall provide 

comments within thirty calendar days after receipt of the written w0rk plan. With resp~ct to each · . . . . 

follow-up report, after consultation ~i.th the Company and the Offi:ces~ the Monitor shall prepare 
. . 

a written work plan at least thirty calenda!· day.s pTior to·comn:encing· a·1·eview; and. the· Company . 

and the' Offices shall proviae comments wi~hi~ twenty calendar days·after receipt <;>fthe "'?'itten 
' . 

work plan. Any ·disputes between the C0mpany and the-Monitor .with resp·ect to any Written 

worl~ plan shall be decided by the Offices in their so·l~ d!scretion.: · 

. 11. All writte~ work .plans shall identify with.reas0nable specificity the activities the 

. Mon.itot· plans to ~ndettake in execution !=>fthe Mandate, includit1g.a wl'itt~n. r~<i.uest for. 

documents. The Monitor's work plari fo~ the ini~ial reyiew shall include such steps as are· 

reasonably necessary to· conduct an effective initial review in accordance with the Mandate, 

inCluding by developing a!) understanding, t9 the extent the Mbl'litor deems appropriate, of the . . . . 

facts and circumstances surrounding any violations that may have occurred before the d~te of the . . . . .· . . . 

·. Agreement.. In developing such understartd.in:g the Monitor is to rely to the exlen·L.po~sible{)ll 
. . 

~vailable information and documents provided by the C~mp~y. It is not intended that t~e· 
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Monitor will.conduct his or her own inquiry into the historical events that gave rise to the 

Agr~ement. 

Initial Review· 

. . 
12. The initial review shall commence no later than one hLJndred twenty calendar days 

from the date.oithe engagement of the Mon.itor (unless otlierwise ~greed by the Company~ the . . 

Monitor, and the Offices). The Monitor sha.ll is~ue a written report within o-ne hundred fifty 

calendar days of commencing the init.ial revi~w, setting forth th~ Monitor's asses~ment and, .jf . 
. , 

ne~ssa.ry; making _recommendations reasonably designed to i:mprove the effectiveness of the 

Compan~~~·progr~tn for ensuring fi:audultmt conduct is ·not.com~itted ~y ·~ny C~mpany director~ ·. 

officer, employee;. or agent. The Monito1: should consult with tlie Company concerning his or 

her findings arid recommendations on an ongoing basis. and •should ·eQnsidei:' the CQmpany's · 

comments and input .to ·the. exten~ -the Monitor-deems· ·appropriate. The Monitor .rrtay:alsoi chobse 

to share .a .draft of his ·or her. reports with the. Company priotto:.finalizing them: The Monitor's · 

~eports need.not recite or describe comprehensively the Company's histt)fy or. compliance. 

poliCies, procedures and .practices, but rather may focus. on ·those areas with respebt to which the 

Monitor wishes to maky recommendations, .if any, fot: improvement or whi~h.the Monitor · 

. otherwise concludes merit particular attention. The Monitor shall.provide therep?rt ~o the Board . 

of Direa.tors ·of the Company and contemporaneously transmit:cop,ies to Deputy Chief-:-. : 

Economic Crimes Unit, U.S. Attorney'~ Office for the District ofMassachuse~s, Jo.h:ti Joseph. · 

Moakley U.;S, Courthouse, 1 Courthou~e Way, Suite.9200,.B.oston, MA 02210 and Chief- . 

Secut•ities. and Financial Fraud. Unit,' Fraud Section, Criminal· Division,. U;S. ·D.epattment·of . . . . . 

Justice, 1400·New Y 0rk AveJ?._ue; Washington, DC ·20S30. After qonsultation with the 
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Company,.the Monitor tn$ly extend the. time period for ~ssuance ofth.e initial report ~or a brief 

period oftime with prior writt~n approval of the Offices.- · · 

13. Within on.~ hundred fifty calendar· days afteneceiving the Monitor's initial rep01t, 

the Company shall adopt and implement all recommendations i~ the report, i.tn!ess, within si~ty 

calendai· days <>f reveiving the report, .the Company notifies jn writi'ng the Monitor and· th~ . . . 

Offices of ~ny recommendations that the Company con.slders unduly burdensome, i·nconsistent 

·with· applicable law. or 'regulation, impractical, excessiv:ely expensive, or otherwise inadvisable. . . . . 

With respect to any such r~cp111mendatior); the Company need not !ldopt that ~((oml:n~ndatiqh . . . . 

,within fue one hundred a'Rd fifty d~ys. ofrec~ivirrg the report but shall propo~e in. wrfting to the· . . . . . 
Monitonnd the Offices an altemative policy, procedure.or $ystem (and necessary timeframe) 

~esigned to achieve the .Saine objective o~ ·purpose. (\.s to any recotnmenaation '01). whioh the· 

~ompany and the Monitor do 1!-0t ag:~e, such parties shaU attempt in' good faith to re·ach an' 

agreement within forty--five· calendar days after the· Company serves the written notice. 

14. In the event ~he Company and the Monitor im~ unabl~ to agree o~ a(\. acceptable . . . . . 

alternative proposal, the. Company shall promptly consult with the Offices. The.Offices may . . . . . 
consider the Monit.or's recommendation and the Company's reasons f(:)r not adopting the · 

recommendation in determining whether the Company lias fully complied with its obligations . . . ' . 

under the· Agreement.· Pending such determination, .the Company shall not be required to 
. . . . . 

. . 
. implement any contested recommendati.on(s). 

15.' .With respect to any recoty~mendation that the Monitor determines cannot 

.reasonably be implemented within one hundred fifty calendar days after receiving the report, ·the 
. . 

Monitot· may extend the time period for im:Plementation with prior written approval of the 

Offices. 
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Fo/low-Up Reviews 

16. A follow-up review shall commenc~-no later than one hundred eighty ~alendar 

days after the issu~nQe of the initial report (unless oth~~wise agreed by the ~ompatiy, the · 

Monitor and the Offices). The Monitpr shall issue a written follow-up report within one hundred 

·twenty calendar days of commencing t)1e follow-up review, setting forth the Monitor's : . ·. 
. ' . 

assessmenfand, ifne?essary; making recommen9ations in thes~mefashion·as set forth in 

Paragt1apn 12 with vesp~ct to the initial review. After c6ns~ltation with t4e Company, the 
. . 

Monitoi· may ;extend: the time period .for completion of. the follow-up review and issuance 0ftl1e 
. . 

follow-up rep0rt for a. brief period of time· with_ p.rior written: app~ov~r of the· Ofiices. · , . · . · . 

: · 17.: ·Within ·one bundre.d twenty .calendar d1;1ys a~er receiving; .the Monitor~ s :follow~up 

r~port, the Company shall. adopt and im~lement all recommendations in the report;· unless; within ·. 

· th.irty calendar days after receiving. the repo1:t, the Company n?tifies in w.dting.the Monitor arid .= : 
. . 

the ~ffices concen~ing_any.recommendations that th.e Compan~.considerS. l$dulyb'urdet:somer · 

inconsistent.wit}l;applicable law or regulation; impractical, excessively. expensive; or other.wise 

inadvisable. With r.e~pect,tc:> ·any such recommendation, the· company need riot adoptthat. · 

. recom~endati~ni. within the ninety-calendar da~s Of receiving the report but shalr propose in- ~·. 

writing to t~e Monitm:·atrd the Offices an alternative ·policy,_ procedure; .or system desig·ned to . 

achieve the _same objective ot' purpose{._ As 'to any recomme?dation. on which .the Company Md' 

the Monitor do riot agree, such pa1ties shall attempt in good faith. to. reach an agreement within. ·. · 

thirty calendar.days.afte1: the.Company serves the written notice .. ~ i ' . : 

·: :1 ~( ·In: the ev.ent the:Cornpany and the M~nil:or are unable ~o agree on an· accephible .,_ · 

alternative proposal,.t4e Oompanyishall·promptly consult with the Offices. The Office:s may · 
. . 

consider the Monitor's recommendation and the Company's reasons ~or not adopting the 
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recommendation in determining whether the Compal).y h~s fully_ complied wit~ its obligations 

under the Agreement. Pending such detennination, the Company shall not bl{ required to 

implement any contested recommendation(s). With respect to any i·ecommenda~ion that the 

Monitor determines cannot r.casonably be imp.lementeq within. one hundred twenty .calendar days 

. after receiving the report, the Monitor may ex~end the time.period for implementation·with .prior 

written approval ofthe ·offices. 

19. · The Monitor- shall und~1take a S((C~nd folfow-up review not later than one 
. . 

hundred fifty calendar days after the issuance ofthe first fol19w-up r~pott. The Monitor -shall 
. . 

issue a second follow-up report within o~e hundred twenty days of commencing the- review, a:nd 

recorQ.meFtdation.s shal'l follOW·t_he sam~ procedures described in)>aragraphs 16-18. Following 

the second fol!ow-~p .review~ the Moriit:or shalt certify whet~1er tf~~· Company's complianc~ · ·. 

progrrun,Jncluding 1ts·po1ieies-and procedures, is· reasonably'designed and implell).ented to 

prevent and detect violations ofthe:anti-~·aud .taws. Th~ final follow-up review and report shall 

be completed·and.delivered.to the Offrces llO later th_an thirty days befare the end ofthe·Term. 

Monitor's Discovery of Potential or Actual Misconduct 

20. {a) Except as set forth below in sub-paragraphs (b), (c), and (d), should the 

Monitor discover during ilie course of his -or her engagement-that: 
. . 

•· . questionable, improper; or illegal practices relating to anti-fraud :taws, · 

includirtg, but not limited to, misrepresentations made to cust0mers; or 

• violations of fraud-related aspects of the Company's compliance or ethics 

. pi·ograms· or anti-ti·aud taws 

either (a) that may have occurred after the date on which this Agreement was -signed or (b) that 

have not been adequately dealt with by the Comp-any (collectively "Potential Misconduct"), the 
C-10 · . . 
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Monitor ~hall ~mmediately repmt the Potential Misconduct to the Company's Chief Legal 

Officer, Chief Compliance Officer, and/.ot· Audit Committee for further action unless the 

Potential Misconduct was already so dis~losed. The Monitor also may rep01t Potential 

.. I 

·Misconduct to .the Offices ·at 1;1ny time,-and shall repmi ~otential Misconduct to .the Offices when · 

they request tlle.infor.mat~on. 

(b) In some instances, th~ Monitor should immediately report Potential 

Misconduct .dire~tly to the Offices and nono the Company._. The presence-ofany of the · · 

foJlowing factors militate-s .. in fav.or oft:eporting Potential Misconduct directly to ttie.Offiees and 

not to the. Company, namely, wqere the Potential Misconduct: (l) pose.s·a risk to public health ·or. 

safety .or: the environment; (2-) inV.olves.seni_or manag6ment .of. the Company; (3} involves ... · 

obstruction .of justice; or (~}otherwi&e poses a: ·subs(antial risk ofha1m. · 

.: · , : (c.) · ·: Ifth~ Mo~itor.b~lieves that Potential Misconduct actually occur.red or .· 

· ma.y. constitute a cri~i..naJ:m·:r.egulatory violation·("Aetual. Misconduct"), th;e Monitor. . 

·shall imme.d.iately·repart the Actual Misconduct to· the Offices. When·the Monitor. 

discovers Actual· Misconduct; the Monitor shai'J disclose the Actual Misconduct solely to 

the·Offices .. The Monitor should:disclose·ht~pr9pet"activities in.his <?r her discretion 

directly to the Offices, and ·not to the Company, and, in ~uch ca~es, diselosure·ofothe· 

ActufJ.l Misconduct to·the Chief Legal Offiper and Chief ComP.lianpe Office:t·, and/or the 

Audit Committee of.the Com:~any ~hould occur as the Offipes ;md the Monitor deem 

(d) The Monitor shall addt:ess in his or }l~r repotts the appropriateness of the . . . 

CompaiJ..y.'s respo.nse t9 all disclo~e~ Potential Miscondt_lct o.r Avtual Misvonduot; . ·. 

. . wheth~r. previousLy. disclosed to the Offices or not. Further; ifthv Company, o)·.any entitY. 
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or person working directly ot• indirectly for. or on behalf o(the Company, withholds 

information necessary ·for"the performance of the Monitol''s responsibilities, and the 
• • 0 • 

Monitor believes that su~h withholding is without just cause, the Monitor shall also 

immediately disclose that fact to the Offices and address the Company's fai lure to 

disclose the necessary information in his or her repotts. 

(e~ Neither the Col!lpany, n~r ~nyone.acting on its behalf, shall take any 

action to retaliate against the M~nitor for any such disclosures. or for any other reason. 

Meetings During Pendency of Monitors hip 

22. !he Monitor shall meet with the Offices within thirty caleitdiu days ~fter 

providing each report to the Offices to discuss the report, to be followed by· a meeting between. 

the Offices, the Monitor, and the Company. 

23. At !_east annually, and more frequently if appropriate, representatives from the 

Company a~d the Offices wilJ meet together to discuss tile monitors~ip and any suggestions, 

comments, or improvements the Company may wish to discuss with or propose to the Offices, 

including with respect to the scope or costs of the monitorship, 

Contemplated Confidehtiality of Monitor·'s Reports . . . 

·24. The reports will likely include proprietary, financial, confidential, and competitive 

· business. information. Moreover, public disclosure of the repmts could discourage cooperation, 

·. or· impede pending or potential government investigations and thus undermine the ·objectives ~f 

·the monitorship." F~r these reasens, among others, the rep01ts and the cor1tents thereof are . 

intended to. replain and shall remain non-pu(;li~ except as otherwise !igreed to .by the parties in 

writi!lg, ·qr except to.the extent that the Offices ·dete.rmine in their sole discretion that disclosure · 
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would be in (urth~rance of the Offices' discharge of their ~uties· ar1d responsibilities or is 

otherwise required by Jaw . 

. ·. 
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