. UNITED STATES DISTRICT COURT -
FOR THE DISTRICT OF MASSACHUSETTS
UNITED STATES OF AMERICA
v. " g . ' < CRHVI'[I;{AL NO::
. STATE STREET CORPORATION, '
Defendant.

A

DEFERRED PROSECUTION AGREEMENT

- Defendant State Street Corporation (the “Company”), pursuant to authority granted .by

the Companj}’s Board of Direcfors, and the United States Attorney’s Office for the Disttict of .

Massachusetts and the United States Departiﬁent of Justice, Criminal Division, Fraud Section
(collectively, the “Offices), enter into this deferred prosecution zigrecmt_aht (the “Agt'eemeﬁt”).

Criminal Information and Acceptance of Responsibility

1. The Company acknowledges and agrees that the Offices will file the attached one-

count ciiminal Information in the United States District Court for the District of Massachusetts

" charging the Company.with conspiracy to commit wire fraud and securities fraud, in violation of

18.U.S.C. Section 371. In so doing, the Company: (a) knowingly waives its right to indictmeént
on this charge, as well as all rightsto a speedy trial pursuant to the Sixth Amendment to the

United States Consfitution-, Title 18, United States Code, Section 3161, hnd.f'ederal Rulelof

Criminal Procedure 48(b); and (b) knowingly waives any objection with réspect to venue to ahy . .

charges by the United States arising out of the conduct described in the Statement of Facts

attached hereto as Attachment A and consents to the filing of the Information, as liro;rridcd under

the terms of this Agreement, in the United States District Court for the District of Massachusetts.
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The Offices agree to defer prosecution of the Company and any of its subsidiaries and majority-
owned, opél'atioﬁa]]y-controllec_i affiliates pursuant to the terms and conditions described below.

2. - The bompany admits, accepts, and acknowledges that it is responsible under

. United States law for the acts of its officers, directors, em ployees, and agents as charged in the
Information, and as set forth in the attached Statement of Facts, and that the allegations described

in the Information and the facts described in the attached Statement of Facts are true and

accurate. Should the Ofﬁcés pursue the prosecution that is deferrcd by t.his Agrcf.:ment the
Com pany stlpulates to the admismblhty of the aztachcd Statement of Facts in any procesdmg,
lncludmg any-trial, guilty plea, or sentencmg proceedm g, and W1ll not. contradlct anything in the
attached Statément of Facts at an-}{ such proceeding. e

Term of the: Agreement -

v B iy This Agreement is effective for a poriod-beginﬁing‘on the date on which the -

Informationvis_ filed and ending three years from the later of the date o which the Information is -

filed.or the date on which the independent compliance monitor- (tﬁe"‘MonitUr”) is retained by the.

Company; as deseribed in Paragraphs 11-13 ﬁelbw (the “Term™). The Cafnpany agrees,

howéver, that, in the evént‘ the Offices determine, in their sole discretion, that the Compahy has

_ knowingly violated -any_provision-bf this Agrecment, an extension or extensions of the Terin 'rnay :

bc 1mposcd by the Offices, in then‘ sole diseretion, for up toa total additional time period of one-
year, without prej udlce to the Ofﬁces right to procéed as prowded in Paragraphs 15-19° below.

Any extension of the Agreement extends all terms of this Agreement, ‘includ'ing' the terms-of the’

" monitorship in Attachment C, for an équivalent period; Conversely, in the event the Offices. -

_ find, in their sole discretion, that there exists a change in circumstances sufficient to eliminate

the need for the monitorship in Attachment C, and that the other. provisions of thls Agreement
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have been satisfied, the T erm of the Agreement may be terminated early. If the Court rejects the
Agroement, all the provisions of the Agreement shall be deemed null and void, and the Term

shall be deemed to have not bogu no o

liolovzintl Considc.rat_itms
4, Tno Offices eriter into this Agreement based on the individual facts and”
circumstances prosontod by mis case, including:
(a) the Company d1d not ttmely, voluntarily disoloso the mlsoonduct to the Offices, and
_dlsolosed the mlsconduot only to a foreign regulator and the Company s prlmary Umted

‘States banking regulator ovcn'though substantial conduct occurred il the United States;

(b) the Company roooiycd partial coooofation credit for its cooperation with the Offices’ .

investigation, including collecting, analyzing, and organizing vo‘luminous evidence and
information to the Offices, and by toc conclusion of the investigation, providing all non-
-orivilegod facts roliati-ng to.individual involycmerlt in the misoondnot described in the
Statement of Facts attache;:i hereto as At_tachment A, but did not re_ceive full ooo'perat'ion
orodit.booausovthe-company’s full cooperation in the Offices’ investigation did not begin
' :immod_iately and inadequacies in its initial internal investigation prevcntot;l it from being
aole to timely disclose all rc}.ex-fant facts;
© the Company has a!roady fully rcpaid the victims of the misconduct has paid a
finaricial penalty to the Financial Conduct Author[ty in the United Kingdom of -
approximately £22 9 million, and has offered to pay to the United States Securi mcs and .
Exchange Commlsmon a penalty equal in size fo the penz?,lty paid pursuant to this

Agreement;



(d) the Coi’npany engaged in extensive rcmcdial measures, including tcrminating

em p[oyees responsible for the misconduct, onhancmg its com p[:ance program, enhaneing
controls around its transition management business, establishing an Ofﬁce of Culture,

Controls, and Governance in _the United Kingdom, and taking additional steps to enforce

its oor_n-pliance program.by.onsuring_ consequences to both individuals and business u_nits

for policy‘violationo; | |

. () the 'Company ha_fs oo.r-nmit'tcd tor conFinuo to enhance its oo.mplianco program and

infterna!_'contt;oisl and has agreed to %hc'retention of an independent compliance monitor,

as discussed further.in Attaohﬁent G

: .(f) the nature and:soniousness of the offense;.

. (gytHe Compmty hasno prior criminal hlstory, although the Company has a‘ptior history
of civil governmient: settlcmonts and

“(h) 'tHo.Conipaoy has agteed fo continveto ooopcfat'o with the Offices in aiiy ongoing

investigation of the oolidlict of the Company and its ofﬁoors, direotol_*s,'omployeos,

: ogents, business partners; and consultants .rela’oing to possible violations of federal

criminal law.

Future Cooperation and Disclosure Requirements

5. .. The Company shall'cooperate fully with the Offices in any and all matters relating

to the conduct described in. this Agreement and Attachment A and other poss.ibly fraudulent
conduct under investigation by the Offices or any othor component of the Department of Iosticc
at any time durihg the Tert of tlus Agreement, subject to applicable law and regulations; intil
the later of the date upon which all investigations and prosecutions arising out of such conduct’

aré concluded, or the end of the term specified in paragraph 3. At the request of the Oﬁ"lcos, the
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Company shall also coopetate fully-with other domestic or foreign law enfo rcement and
regulatory authorities and agenéies iﬁ any investigation of the Company, or its subsidi;ries 'and.
_ majqrity;{_)wried, oberationally-cont;olled afﬁiiatgs,.or any of its brcsenf ot former of'ﬁc;rsl,
directors, employees ag;snts and consuitants, or an)./ otlie;‘ party, in any é;nd all rﬁaﬁers 1'elatiﬁg
‘to the conduct described in. this Agreemcnt and Attachmcnt A. The Company agrees that its
cooperatlon pursuant to this paragraph shall 1nclude, but not be llm ited to, the fol[omng
a. Thc Company shall truthfully dlsclose all factual mformatlon not
protécted by a valid claim of attbmey.»client privilege or work product doctrine with 1'espcct fo ‘it_s
activities, those of its sub'sic.iiaries and maj ority—bwue:d, operationally-controlled afﬁliates, and
those of its _pre'santl and former directors, obﬂ'icc;'s, employees, agents, and consultants, including -

~ any evidence.or allegations and internal or cxtemél investigations of possible fraud-related

conduct about which the Company has any knowledge-or about which the Offices may inquire.

This obligation of _tmmﬁlll-discloéurc ineludés;-b_utis not limited to, the obligation of the
Company fo provide to-the Offices, ﬁpon reql_xest,. any documéni, record or other tangiblé =
_evidence about which the Offices may 1nqu1re of the Company.

b, Upon request of thc Offices, the Compan y shall demgnate knowledgcable

employees, agents or attorneys to provide to the Ofﬁces the information and materials c[escribed '

in Paragraph 5(a) above on behalf of the Company. Itis f‘urther undcr-é_tdod that the Company

_must at all times provide'comﬁletc, truthful, and accurate information.

c, The Company shall use its best efforts to make available for interviews or

testimony, as requested by the Offices, present or formor officers, directors, cmployeces, agénts
and consultants of the Company. This obligation includes, but is not limited to, sworn testimonﬁr

before a federal grand jury or in federal trials, as well as interviews with domestic or foreign law
. 5 .




* enforcement and“regulatqry authorities.  Cooperation under this Paragraph shall incll;de
identification of witnesses who, to the knowchg‘e.‘of the.Comlpany, .m‘a‘y have mateérial
information regarding the mhttérs under, in_\‘resti_ghtion. ,
- d. With resp‘ect to any information,-téétiniony, documénts, lw_s:cérds or ot].wr' ¥
tangible evidence provided to the Offices pursuant to this Agreement the -Company consents to
| any and all disclosures, subj Ject to apphcable law and rcgulatmns to other govemmcntal |
. authorities, including Umted States authontles and those of a for etgn government of such
maltquals.-as the_Qfﬁces, in their sole discretion, _shf_j.[i'.deem_ appropriate, -
0. s In 'a(_id.ition-to the obligations ‘in:Paragraph 5,_during the Term Iof tﬁc Agt‘eement,
§h0u'1d the Cﬁrﬁpany learn of credible evidehice or allegations of a violation of U.S. federal:law - -

concerning fraud;.the Company shall promptly tepert such e\_ridcnce or allegations to the Offices.

.+ Payment of Mdliet.aw Penalty. .

T | ~"The Offiees and the'Company agree'that ;.pi:i'rcation qu-‘t‘he United Stateés L
Sentencing Guidelines (“USSG-or "éenteﬁcing'Guidelfnes”j toldeterm.ine the applicable fine .
range yi_eltlis the fol loWing analysis: . |

. -a. . The2016 USSG are applicable to .this matter,

‘b, Offense Level,. Based. upon USSG § 2B1.1, the total oﬁ‘ense level is 34
calculated as follows

BaseOffenssLovl ° . 6 - . 2BLI()

Loss = , o e E L 2BL.1(b)(1)(L)
Sophisticated Means L 42 . 2B1.1(b)(10)(B) and (C)
Bioker-dealer Enhancement - +4 - - <. . 2B1.1(b)(19)(A) '
Tota] Offense Level , 34 ' '

| c. Base Fine, Based upon USSG § 802 4(a)(3) the basc ﬁne is $48 8'}’
-million.. :



d, Culpablllty Score. Based upon USSG § 8C2 5, the culpability seore is 8
calculated as f‘ollows

Base Score . s - USSG § 8C2.5(a)

High-Level Participation _ 13 * '  USSG §8C2.5(b)(1)(A)()
Cooperation, Acceptance -2 ' USSG § 8C2.5(g)(2)

Culpability Score, .8

Calculation of Fine Range;. '

'Base Rine oow B _ $43.87 million
Multipliers - : 161032

- Fine Rattge ' o © - $78.2 million to'$156. 39
g : ' IIllHlOn 2

" The Company agt ees to pay a monetary penakty in the amount of $32, 300 000 to the United

| States Treasury no later than ﬁve busmess days aﬂ:el the Agreement is fully executed The
Company and the Offices agree that this penalty is appropriate given the facts and circumstances

of this case, as’ set forth above _The $32,300, 000 penalty is ﬁnal and shall not be 1efunded

_ Furthermore, nothing in this Agreement shall be deemed an agreement by the Offies that

$32,300,000 is the maximum penalty that may be. imposed m.any,ft;ture prosecution, and the

_ Offices are not precluded from arguing in any future prose_cutien that tlte Court should impe_se a

; higher fine, although the Ofﬁcee ag-ree that under those circumstances, it will recommend to the

Court that any amount paid under thls Agreement shou]d be offset-against any fine the Court

imposes as part ofa future judgment The Company aelmowledges that no tax deduction may be

sought in connection with the payment of any part of this $32,3 00,000-penalty.. The Company

shall not seek or accept ctireetly or indirectly reim_hursement or indemnification. t‘rorrt any source’

outside the Cempatly, .its subsidiaries and maj ority-ovtr_ned, ‘opetationaily-contrelled affiliates

with regard to the pertalty amounts that the Company pays pursuant to this Agreement.or any
: 7 _ _ :




other agreement.entered into with an enforcement guthority or regu]ater concerning the attached
. Statement of Facts.

Conditional Release from Liability o '

8. s Subject to-Paragralehs 15-19, the Offices agree, except as provided in ti.1is
Agreement, that they Wll[ not bring any crn‘nmal or'civilcase agamst the Compaﬂy or : ‘
subsidiaries, and ma_| orltyuowned Operattonally-centrolled aff' hates relatmg to any of the conduct
described in thc attached Statement of‘Faets or the criminal Informatlon t' led pursuant to this
Agreement The Ofﬁces, however, may use any information related to the conduct. descrlbed in
-the attached Statement of Facts agamst the Company: (a) i ina prosecution for perjury or
' 'obstruet—mn of justice; (b) in a-prosecution for making:a false statement; (c) in a prosecution or '
other prbf;eed-in g relaﬁng to ahy crime-of violence; or (d) in & prosecution 'ef other ‘p'roeeeding
relating to a violation of-any provision of Title 26 of the‘United States Code.
* a This‘.-Agreemezft'dbes-'no’cpr'ovide-any prée'e'etien ‘against ;)rosecutinn fei- )

any future conduct by thie Company or any of its subisidiaries and majority-owried, operationally-

controlled affiliatés or for.any priot cohd-ueg nef speeiﬁeail)? set forth in‘the att_aehed Statement of -

Facts or the criminal Iriformation filed:pursuarit-to-this’ Ag‘reenient.
“b.- - In ‘edditidn; this’ Agreelﬁent does not provide any protection against
pmseeu‘tion of any individuals, regardless‘of their affiliation with t}.1e Cer'n;iany.‘-
Corporate 'Coinﬁl'i.enee'l’rogt_‘a:n-’-
9. _I The Company-représents that it has implemeénted or will implement a compliance -
and ethics pregrhm thfoughout its operations, including t;nose ‘of its operationally-controlled |
afﬁhates agents and _|01nt ventures, and- those of its contractors and subeontraetors whose

rﬁSponSlblhthS mclude interacting: wn:h customers, investors, and business partners, determmmg
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pricing or compensation t6 the Company for serviceé provided to customers, and making
representations to customers, invcstpfs, or business partncrs,'either dircctiy or indirectly, ) % )
wgardmg, among other thmgs ‘the prevention and dctectlon of ﬁaud related wolatlons of law. ’ ‘ _ '
The Company’s efforts pursuant to this Agreement shall focus on the prevention and dctcctlon of

fraud-related conduct by its em p[oyees, mprcscntativcs and agents, mcludmg but not limited to

-misrepr: cscntatlons to and concealmcnt of information from the Company’s oustomers, mvestors,

and business partners Implementatlon of thesc policies and piocedures shall not be construed in

any future enforcement proceedmg as provldmg Immumt-y or amnesty for any crimes not

_ discgose'd-to the Offices as of 'thé'daté of this Agreement for which the C;)mpany ;No'uld
Gtherwise be responsible. . |

I.ndepcndqnt Compliance-Monitor :.

0. | Promptly after the Offices’ selection pursuant to Paragraph 11 -bclow; the

Company agrees to fetain a Monitor for the term specified in Paragraph 12. The Monitor’s
duties aﬁd authority, and the obligﬁidns of t_he Company with.respect to the Monitor and thed-‘ :

Ofﬂces, are set forth m Attachment C, jwfhich is ir;._t:orpbrﬁted_ by reference into this Agréerﬁgsnt.
Upon the éxccution of this Agreement, and after consulta;;ion with the Off.’lces,_ the Com;}any _will ‘
pi‘opdsle to the Offices a_pool of three qualified candidates to serve as ﬂle_‘Monitor. If the Offices .
~determine, in .thcir Isol‘e discréti(;ﬁ, that any of the candidates are not, in fact, q'ualiﬁcd to serve as
the Monitor, or if the Offices, in tﬁeir sole discretion, _arc-not' satisfied witﬁ the candidates -
proposed, the Offices reserve the ﬁght to seck additioneil nominations from the Cm.npanj,;. '
Tha'parties will endeavor to coxnﬁlete éh_e monitor selection 'process ‘Withiﬁ sixty days of the
execution of this Agreement. The Monitor céndidatcslor their team members shalll have, ata ‘

minimum, the following qualifications:



a. c;emonstrated- expertisc with respect-to United States criminal -ﬁ'aud la\.ws :
“and regu!atio_r;s;' | . | |
P _demonstratcd expertise with rcsbect to corporgfe com piiénce and ethics
within the financial 'servic;e's industry, including px.psricncé counseling financial services
companies with international opé:rafic;n's on thcse'issu_es; . ‘
o cx];eriel}ce designing and/or reviewing ;:ot'porate compliance pql-icies,
pl'ocedu}'es and internal controls; | - |
" d. the e-abi-l.ity‘t(_) access and deploy resourees as necessary:to disahﬁrge the
Monitor’s du'ties:als 'dcs_c'rib(.*,d »in"thc‘ Agreement; -'and’ l
& sufficient independence from the Company to ensure effective'and -
- impattial pegformar_lce._of the Monitor’s :duties.as;= deseri"bed —in‘ﬁw Agreemeht. |
11..  The Offices rst'air; the right, in'their sgle‘-discrel‘tion,- to cht.)osé:the Monitor from

among the cand_idates pfopaségl by the Conipany, though th;e C.oxf.linany may-express its
prefercnc;:a(s)‘among the 'c%ndidai:es. In the.'-éve,nt the Offices reject-all .propqse;i Mén'itoi‘s, the
Companyshall.propese an additional three caridid'ates within twenty business days a&{;:r‘
rccéiving notice of the rejection. This proces.s shall coﬁtinue'until a Moritbr a;ccéptable to _both
parties is chosen. The Offices and:the‘Compaﬁy will use th"f:ir— best effoits to complete the °
selection prbeeliss withinsixty c-a'lcndar. ciays of the. executi_on of this Agreement. If the Monitpr
resii'gns or-is.etherwise unable to fulﬁll-his ot Eez' ‘obligations as sést out-herein and:in Attachnr_mnt
D, the Company'sh'all'wit_hin twentﬁ; business days-recommend.g, poo] of three c[ualiﬁe.d ‘Monitor
candidates from which the Qfﬁcés will choose a replacerment. -

| 12. - The Monitor’s term sfh'all be’ thréf.: .yeal;s from the date on which.the Monitor is -

retained by the Company, subject to extension or cai‘ly termination as described in Paragraph 3.
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:Fhe Monitor’s powers, duttes, and reéper_lsibilities, as wetl as additional circumstances that may
support an extension of the Monitor’s term, el{e set forth in Attachment C. The Compeny agrees
that it-will not employ or he affiliated with the Monitor or tl'jae Menitor’slﬁrm for a period of et
least two years from 'the date on which the-Monitor’s term e:tpi[:es. Nor will the Cot_ﬁpany

discuss with the Monitor or the Moniter’s firm the possibility of further employment or
affiliation during the Monitor’s term. .

Deferred Prosecutlon

13, Irt eons{deretion of the undertakings agreed to by the Company herein, the
Offices agree that any prosecutlon of the Company or any of ;ts submdlal ies and maj ority- |
-owned, operatlenally-controlled afﬁliates for the eonduet set forth in the attached Statement of
“ AFacts be and hereby is defen ed for the Term.. To the extent there is.conduct disclosed by the ‘g
Cempany that is not set forl:h in the attached Statement of Faets such conduet’ wn[l not be exempt
from further presecutlon and is not within the scope of or relevant to this Agreement

14, ’I‘he Ofﬁees further agree that 1f the Company fully complies w1th all ofits
obligatieﬁs under this Agreement, the Ofﬁees wﬂl not eentmue the criminal prosecution against
the Company deseritset_i in Patagraph 1 and, at the conclusion of the"Term, this Agreernent shall . -
~ expire. Within six months of the Agi'eementfs expiration, the Offices shall eeek dismissal with
. prejudice of the eriminei Inforntatien filed against the Company described in Earegraph'i, and
- agree not to file charges in-the future against the Company or any of its subsidiaries and
rﬁajority—owned, 'eperationally-coritre[led affiliates based on the.eonc'ltxct described in this

Agreement and the attached Statement of Facts.
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Breach of the Apgreement

15. _ If ciurin;g thc Term, the Company (a)‘commité {:ll:ly felony under U.S. federal ‘]aw;
(b) provndes in connection wrth this Agr eement deliberately false, incomplete, or mls]eadmg
. mformatlon mcludmg in connection with its dlsclosure oﬁmi‘ormatlon about mdmdual
cu[pablllty, (c) fails to cooperate as set forth in Paragl aphs 5 and 6 of this Agreemcnt (d) fails to
implement a compllance pmgram as set forth in Paragraphs 9 and 10 of this Agreement and
Attachment C; or (e) otherwise falls,sp_eelﬁcally to perform or to fulﬁll completely ca_ch ofthe
Company’a ;)b!jgatiqns undér the Agreement, r.cgara-!css.of whether the Ofﬁc;es. become aware of
such a breach-after the Te-rr?rib complete, the Company shall thereafter be éubjebt:toi'prosecution
‘fc:}r any federal.criminal violation of'which the O_t‘.ﬁccs have knowledge, includiﬁg,'but not
" limited to, th& charges in the Tnformation dcs_cﬁbed in Paragraph 1, wh io’h-may be p.m'szlted-byvthe
Ofﬁces inthe U'S. District Court for the District of Massachusetts or any other-appropt 1ate -
venue, Dcterminatlon of whcther the Company has breached:the Agr@ement and whether to:
pursue prosecutlon of the Company shall be in the Offices sole dmcretlon Any such
prosecution may be- premmed on mfor:matlon pmwdcd by the Company or its personnel. Any -
such prosecution relating to- the condirct described in thé attachied Statement of Facts or relating
| to conducla known to the Offices prmr to the date on whmh this. Agréement was sngned that isnot
tlme-harred by the apphcable statute of limitations on the datc of the signing of this-Agt eement
| may be commsnced agamst the Company, notw1thsland1ng the expu ation of the statute.of -
[umtatlons, betwecn {he.signing of this Agrcement and thc cxplration of the Term plus one year,
Thus by mgmng thls Agreement, the Company aglees that the statute.of limitations with respect .
| to any such prosecution that is not tlme-barred-‘on the date of the signing of this-Agreement shall

be tolled for the Term plus one year. In addition, the Company agrees that the statute of
. o e i



limitetions asto an.y criminal ﬁ'aud—related violation of federal law that occurs du ring the Term

. will be tolled from the date upon whloh the violation occurs until the earlier of the date upon
B . which the Offices are made aware of the violation or the du1atlon ofthe Term plus five yeals,

) and that this pet'iod shall be excluded frorq any ca[c,ulatton of time for purposes of the application
of the statute of ltrrtitatioris. I |

16. . In the event the Offices determine that the Company has breached this -

.. Agreement, the Offices agree to provide the Company with written notice prior to instituting any .

prosecution resulting f'rom such breach. - Within thirty days of receipt of such notice, the
Company shall liave the opportumty to respond to'the Offices in wrlfmg to explam the nature and
olroumstances ofthe breach, as weil as the actions the Company has taken to address and '
. remediate the. situation, whloh the Offices shall oonsn:ler in detelmmmg whether to pursue .
prosecution. of the Company |
17. - Inthe event that the Offices detérmine that the Company has breached thle -
' Agreement (a) all statements made by or on behalf of the Company to the Ofﬂoes or-to the :
_Court Includmg the attached Statement of Facts, and any testimony given by the Company
before a grand jury,'a cout-'t_, .or any trib‘una!, or et any legislative hearings, whether prior or
subsequent to this Agreement, and any leads derived from euch statements or testimony, stlall be
admissible.in evidence.ir-l any and all criminal prooeedings' brought by the Offices against the
Company; end (b) the Company shall.not aseert aoy e'laim' under the United States Constitution,
ule 11(f) of the Federal Rules of Criminal Procédure, Rule 410 of the Federal Rules of

Ev1donoe, or-any other federal rule that any such statements or teattmony mode by or on behalf of
the Company prior or subsequent to this Agreement or any leads-derived therefrom, should be

; suppressed or are otherwise inadmissible. ‘The decision whether conduct or statements of any -
13




current director, officer or employée, or any person acting on behalf of; or at the direction of, the
Company, will be imputed to the Company for the purpese of determining whether the Company
has violated any provision of this Agreement shall be in the sole'discretion of the Offices. -

18, ‘The Cemﬁa_ny acknowledges that the Offices have made no reprasentationé,

assurances, or prom’ises concerning what sentence may be imposed by the Court if the Company -

brcachcs this Ag}ecmcnt and this matter pmceeds to judgment. . The Company, further

acknowledges that any such sentence is solely within thc discretion of thc Court and that nothing -

in this Agreement-bmds or restricts the Court in the exercise of such discretion,
19.- - Thirty days,aﬁel‘_the' expiration of the period of deferred prosecution specified in

this_ Agreement, the Company, by the Chicf E:;cecutive Officer of the Company dnd the Chief -

Financial O-fﬁcet; of:the Company, on the basis of diligent inquiry, will-cettify to the Offices i}iat_

the Company has met ifs disclosure obligations pursuant to Paragraph 6 of this' Agreément;- Each

certification will'.lbe d‘ebmcd amaterial: statoment and represmtatinn by the Gompany to the
. executive. branch ofthe Umted States for purposes of 18 U.S. C -§ 1001, and it W111 be deemed to

have been made in: tha Distri ;ct of Massaohusetts

; Saie,'Merger; or Other Change in‘Corporate Form of Company
20, . E‘xcept‘ as may otherwise be agreed by the parties in conﬁectién with a: part'rcular‘ '
‘ transa.ctmn the Company agrees-that inl thc GVent that, durmg the Term, it undartakes any.change
in corporate form nwludmg if it sells, merges, or transfers busmess operaﬁons that are material -

to the Company’s‘consclidated operatlops, or to the operatlons ‘of _aqy subsidiaries or affiliates E

involved in the conduct 'described‘ in the attached Statemerit of Facts, as they exist as of the date -

of thlS’ Agrcement whether.such sdle is struotumd asa’ sa[e asset sale; merger; transfer, or othel .

changc -in corporate form, tshali include in any-contract for sale, merger, transfer, or- other
14



change in corporate form a provision binding the putehaser, or any sdccessor in interest thereto,
. to the obligations described in this Agreement. The Company shall obtain approval from the’

Offices at least thirty days prior to undértaking any such sale, merger, transfer, or.other change in

corporate fonﬁ, includirig dissolution, in order to give the Offices an opportunity to-determine if

such change in corporate form would impact the terms or obligations of the Agreement. This .

. paragraph shall txot epply to:. ('1) certain planned fransactions identified to the Offices prior to the ~

-execution of the Ag-reemer.lt;l (2) any sale, me_rget or transfer which is being executed pursuant to
.I‘Guo“lcrj;' and resolution eetions of tl_1e Cotnpany orin fuﬂ‘heraﬂce of pursuit of 5 credible
ttesolution plan as.contemplated by the Dodd-Frank Wall Street"Referm and Consumer
Pr_oteetion Aet;~and‘(1;1) sales, merger, or tranlsfers:between'_subsidiaries or majority-dwned,
oeerétiona!lyeqontm!.led affiljates, .itwludir_ng internel reor.ganizatiotls. : |
Public Statements by Company
21, - Within ten-(l_O).bu.siness tiays_ of the Effective Date of-this Agréement, the.
_ Cornpany will (a) ,malce't}'xis Agreement and the Statement of Faets conspicuously availeble to

the publle on its website for the duration of this Agl eement; and (b) cemmumcate toall

Company employees that the Company has entered into this Agreement and make ava:lable this

Agreement and Statement of Facts to all such employees.

22, The Comi)'any expressly agreee that it shall not, through any petson authoriz—ed to
spealk on behalf of the Company, mcludmg any present or future attomeys officers, dlrectors,
employees or agents make any public statement, in litigation or othermse cuntradlotmg the
. uoeeptanee of rosponsIblhty by the Company set forth above or the facts desoribod in the
* attached Statement of Facts Any such contradictory statement shall, subJect to cure rights of the

Company descl ibed below, constztute a breach of this Agreement and the Company lhereaﬁer
; 1 5




~ shall be subject to pIII‘O‘SEGUtiOU as set forth in Paragraiahs (6-18 of this Agreement. The dccisioﬁ .

whether any pliblic statement by any such person contradicting a fact contained in the attached
Statement of Facts will be imputed to the C_qmpény for the purpose of determiting whether it has

breached this Agreement shall be at the sole discretion of the Offices. If the Offices determine

that a public statement by any such person contradicts in whole-or in péll‘t‘a statement contained ‘

in the Statement of Facts, the Ofﬁc'es shall so-notify the-Company in writing, and the Com pany -
may avoid-a breach of this Agrecment by publicly repudiating su ch statement(s) within five -

busmcss days after notification. The Company shall be permtttcd to raise defenses and to assert:

afﬁrmatlve c]alms in Gther proceedings: reiatlﬂg to the rnafters set forth in the attached Statement -

of Facts prowded that such defenses a11d=cla1ms do not-oontmdlct; in'whole or in-patt, a
- statement containéd in thc attached Statement of Facts: This Paragraph does not: apply to any ..
statement made by any present or fomyar ofﬁner, dsmctor, empleyee, or agent of the Company in
the course of any criminal proceeding, unless suoki md1v1dual--1s-spe§klng. on behalf of the
éompany. St e 3 . . |

23 . Thb Comﬁany»agt‘ecs that if 1t or-any-of its dudct or indirect subsidiaries or”
afﬁhates issues a press ‘release or holds any press cenference in connectwn W1th this Agreement,
the Company shall first consult with the Ofﬁces to. detcrmme (@) whether the: text of the release
. or proposcd statcmsnts at-the press confcrence are; true anid dccutate with respect to matters
. between the Offices anﬂ the:Company; and (b) whethcr the Ofﬁccs have any objectlon to the
release. -

24. The Offices-agtes; if requested to:do so; t(l.-'br-in'g:_to'- the attontion.of law
enforchemt_:nt and regulatory authorities-the facts-and eircumstances relating to ﬂle:naturc of thlé §

conduct underlying this Agreement, inclucjing the nature and quality of the Company’s
‘ ' ' 16




‘cooperation and remc&l_iati on. By agreeing to provide this informatién to such authorities, the
‘Offices are not-agreeing to advocate on behalf of the Company, but rather are agreeing to

provide facts to be evaluated independently by such authorities.

Lit.'nitationé on Binding Efféct of Agreement
'25. " This Agreamenf is binding on the Company and Lhe Offices but specifically does
not bi‘nd an.y other component cl':fthc Dcpartment of Justice, othér- federal agencies, or aﬁy éta‘tc,
local or foreign law enforcement or regulatory- agenéies, or any othel: aufhorities, although thie:
Offices will bri-n g the coc;peration of tﬁc Company and‘.its compliz;ncc with its othc:r obligations
‘un‘dcr _this Agrc;mént tlo the aftention of suchlageﬁcies and authbriti_es if req'uested‘ todosoby . ‘

thé Company.

~ Notice
26. Any notice to the Offices under this }\greemént shall be -gi\‘ien by per.sonal
delivery, overnight delivery by a recognized ijielivery scr\?i,cc, or rcgistcfcd or certified mail,

addressed to: -

e Ch]cf Economic Crimes Unit

. U.8S. Attorney’s Office for the District of Massaohusetts
John Joseph Moakley U.S. Courthouse
"1 Courthouse Way, Suite 9200
Boston, MA 02210

and
Chief — Securities and Financial Fraud Unit
Fraud Section .
- Criminal Division, U.S. Department of Justice
.. 1400 New York Avenue, Washington, DC 20530
Any notice to the Company under this Agr cement shall be given by personal delivery, ovemtght

delivery by a recogmzed delivery service, or chstcl ed or certified mail, addresscd to

17



Chief Legal Officer

State Street Corporation
State Street Financial Center
One Lincoln Street

Boston, MA 02111

Notice shall be effective upon actual receipt by the Offices or the Cbmpany]_

18"




. Complete Agreement

20 This Agreement, includilﬁg its attach_rnerits, sets forth all the terms of the-

settlement agreement bctween the Company and the Off ices. No amendments, modiﬁcatiohs or

additions to this Agrecment shall be valid unless they are in writing and signed by the Offices,

the attorneys for the Company and a du[y authouzed representatlvc of the Company.

A,GP;EED: -

'FOR STATE STREET CORPORATION:

‘]_)ate:l ”l' Z l | l

.Datc?;: ,- ’? " ?

- FOR THE DEPARTMENT OF JUST ICE:

Date:

Date: pii-17 )

. Jéffuby Carp “ .
. State Street Copperation.

By: W /- 1A
ard Shapiro :
John Butts
Wilmer Cutler Pwkermg Hale and Dm‘l
LLP.

"WILLIAM D, WEINREB

ACTING UNITED STATES ATTORNEY

BY:

ﬁ;ﬁﬁcn E. Frank
Asmste.mt U.S. Attorney .

ANDREW WEISSMANN
Chief, Fraud Section
Criminal Division

United States Depar@zt:to/f Justice
BY: d

AlSh ’Shea .
“Trlal ey
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COMPANY OFF ICER’S CERTIFICATE

I have read thlS Agreement and eareful]y revlewed every part of it with outside counsel
for State Street Corporation (the ‘_‘.C_om pany”). [ understand the terms ef this Agreement and
volu'ntarEISI egree, on behal‘f of the Coinpaey, to each of its terms. Before signing this
Agreement, I‘eonsulted outside eouesel for the Company. Cou‘;_isel full.y ad;;isegi me ‘of the rights
of the Company, of po‘ssib:le defenses, of the Sentencing Guidelines’ provisione, end of the-
consequences of eetering into this Agreemeet. ‘

. L have carefully reviewed hthe terms of this Agreement with the Board of 'Directors of the
Com pany I have advnsed and caused out51de counsel for the Company to advme the Board of
Directors fu![y of E&e r1ghte of the COHLPB{[X\ of possible. defenses, of the Sentenemg Guidelines’
plwtéq&;s‘ it Sfthe c‘bn m@%mg intd the Agreement Q‘ g % i\

. . b
5/ b
No promlses or mducemems have been made other than those eontamed in th1s

Agreement, Furthermore, no one has threatened or foreed me, or to my knowledge any person
authorlzmg this Agreement on behalf’ of the Company, in any way to enter mto this Agreement

"

I am also satisfied with outside eounsel’s nepresentatlon in this matter. Icertlfy that I am the
Chief Legal Officer for the Company and that T'have been duly authorized by the Company to

exeoute this Agreement on behalf of the 'Cempany.

 Date: "!-I'7/|’7‘

: .étate Strce't_‘Corpdration
By: M .
_Jé’ffrey Carp__4
Chief.Lega| Officer

b




CERTIFICATE OF COUNSEL
. We aré couné_el for é_tate. Street C_(.)rpqration' (the “Company”) in the. matter covered by
this Agreemcnt In connection with such rcpx;eseﬂtétian we have :examincd relevant Compay
documents and have discussed the terms of thls Agrcement with the Company Board of
‘Directors. Based on our review of thc foregoing materlals and dlscussmns we are of the opmlon
that the rcpl:esentativc of the Company has been duly authorized to enter info this-Agreement on -
behalf of the Company and that this Agrccment. hz_ts been duly and vgﬁdly authorized, executed,
and dc.live:red on behalf of the Company andisa valid' and binding-obl-igation of thé Compaz;y,
Fui‘thel we have car efully tewewcd the tcrms of this. Agreement w:th the Board of Dlrectors and-
the Chief Legal Ofﬁccr of the Company. We have fully advised them of the rights of the

Company, of pcsmble defenses, of the Sentencing Guidelines’ pyovnsmns and of the
consequences of entering into ;h-is‘ Ag.reement. To our knowledge, the decision of'thc‘Company- i
@ entf.:r into this Ag_recment; based on:the authorization of the Board of Di_rector.s, is an informed

* and voluntdry one,

Date: ",?'/ ?

“Howard Shapiro A V)
John Butts

Wilmer Cutler Pickering Hale and Dorr LLP
Counsel for State Street Corporation. -



ATTACHMENT A

. STATEMENT OF FACTS

The following Statement of Facts is mcorporated by reference as part of thc Dcfcrrcd

Prosecution Agrccment (the “Agreement”) between the Umtcd States Attorney’s Ofﬁcc fol thc .

District of Massachusetis and the Umted States Depattment of Just[cc Cr:mmal Division, Fr aud
Section (coilcctwciy, the “Ofﬁccs”) and Statc Street Cor poration (). State Stroat hcrcby agrees
and sti puiates that the following information i is true a.nd acour ate. Statc Strcct admlts acccpts
' and acknowledges that it is responsible for the acts of its subsrdlarles and majorlty-owncd
' _operatlonally-controllcd‘ affiliates, cfﬁccrs, directors, employees, and agcnts as set forth below.
Shou]d the Offices pursue the prosecution that is dcforrcd by this Agreement, State Street
(including its subsld1ancs arid ma_jorlty-owned opcratxona[ly-contnolied affiliates) agrees that it

will neither contest the admissibility of nor contradlct this Sta’tcmcnt of Féctsin any such

pr occcdmg The following facts cstabhsh beyond a rcascnablc cloubt the-charges sct forth in thc -

crlmmal Informatlon attached to this Agrccment

Background

I T ogcthcr with its subsidiaries and afﬁhatcs State Street (“State Street” or the
“Bank™) is a financial setvices company headquartcrcd and w1th its principal place of business in
Boston Massachusctts. State Strcct is one of the world’s largest custody banks, and provides a
number of services to institutional clients, including a vatiety of mvcstment servicing and

'mvcstmcnt management serwces Among thc services State Strcct pr ovides to clients is
transition managamcnt Large mstltutlonal investors — such as pension funds and endowmcnts -
oﬁcn havc complex investments consisting of rclatwcly 1111qu1d assets, or positions that due to

- their sheer size are t'iifﬁcc!t to unwind w.ith.oot ncgativcly affecting their price; Transition

i




management.is, generally, the business of helping such institutions cfﬁoi'cr;tly m;)ve their
investments between and among asset managers or [iqu-id'_at.e large investm{;:nt portfolios, with the
goal of ‘minimizin_g the costs associated with such “transitions'.” As a general matter, transition g
managers have three pri rrci';‘)al_tasks:- (]) to assume 1‘csponsibility for the pcrformancc of

« investment portfohos durmg transitions; (2) to communlcate with i mcommg and outgomg asset

E Imanagers about the comp051t10n of thelr 1cspec£1va portfolios; and (3) to facilitate transitions by '
executlng the necessary trades with the goal of reducing risk and cost for their- chents

2 State Street’s transiti(')n management business falls within lts-Port-foho‘,S olutions
' Group, Whlch is, in turn, pal‘t of State Street Global Markets (“SSGM”)

3. ’I‘he performance of a transition is. typlcally measured usmg a meétric called the
“implementation shortfal [,” which is comprised of a number of different types of expl-:mt and
imi:‘»li;::it' co'sts. When sécki-ng t'ransii;ibn fnanagement assignments .froml pmsl;ective clicnté, h
transition managers typically prepare an estlmate of the lmplemcm:atmn shortfall. That estimate
is one crltmal factor, among others, in the awardmg of transition management business. After
complctmg the assignment, tr ansmon managers typically provuie thetr clients with a post-trade
' analysis that prowdes the actual: resu!ts and asscsses per f01 mance during the transition.

4. At State Street, the relationshi l]J between a tranmtion manager and its chent and
their respectwe responsibilities, are typically documcntcd in a contract referred to as a “trangition
management agreement” (“TMA™). The TMA may: govern multiple transmons over. thc life of a
client rqlationship. Details of speclﬁc transmon assignments are often set forth in a shorter
document referred to as a “Transition Notice” or “Periodic I\'Iot—ice,f’ which contains details of the
transition and generally includes the transition manager’s agreed-upon comi:ensation. In State

Street’s case, and during the relevant time peri od,'this compensation was typically either a per-




trede'.eharge on securities transactions-associated with thie teansition, reférred to \{arieusly asa

N “eemmissilon,” “learl(up," “markdown,” or “spread” (collectively, “commissi(_ms”), of a flat fee
for the enfire transition expreseed as a specific number or as a percentage on the value of. the |
portfolio to be transitioned. Other than the instances described herein, it ;:@ras not State S_treet‘s

_ .praet-iee, dur.ing the relevant time period, .to charge both a flat fee and a comm-iss:'.ion'er‘, rﬁarkup.

* on trades, I | |

| 5. At all relevant times, State Street was a signatory to the “T-Charter,” a volunfary‘ -
eode of: best praet;ces for tranmtlen managers. Ameng other prevmons the T- Charter reqmres
the fellowmg “The Transition Manager, both before and after each transition management

. assignment;ifully diselesee all the sources of-client remunerat:on received by the Managet* and/or ;
its afﬁliated eorl;lpanies, whether p.aid explicitly in fees or other charged or earned impljciti;e'
through income-sharing, rebates, or trading: revenue » The T-Charter-also: prevldes' “The -
Transition Manager does not apply dealing commissions or.charges, ad_;ust prices or apply a -
marlk-up or .mark-do‘wn other than as agreed ‘wit_h‘the client in-the contracting' documehtation and .
as disclosed in the disclosure décument.”

- 6. | Atallrelevant tinies, Ross MCLELLAN was dn executive vice president and the -
global head of the Portfolio Solutions Group. MCLELLAN ‘was sl s president of State Strect
: G!oﬁ‘al Markets, LLC, State Street’s registered broker-dealer. ‘MCLELIAN -werked at‘St&te
Streét’s headquarters in Boston, Massaehuselts TR Hriy

7. . Atall relevant times, Edwald PENNINGS was a senior managmg dn‘eetm and-’
head of the Portfolio Solutions Group for Europe, the Middle East, and Africa (“EMEA”)
" PENNINGS reported to MCLELLAN: . PENNINGS worked et-State Street’s office in London,

England. w




8. ' At all relevant times, Co-Co‘nspirato.r.#ll (“CC»I”‘) was an individual whose
identity is known to the Offices and to the Bank. CC-1 was em[-;l-oiyed by State Street {n its
L'onc[;)n office asa ﬁanaging director and head of the Transition Management desk for the
BMEA region. CC-1 reported to PENNINGS. |

The Middle Eastern Sovereign Wealth Fund

i In or about February 2010, State Street, at the dh‘_ect-ior'l of MCLELLAN.and -

PENNINGS, offered to conduct a large fixed-income transition for the severeign wealth fund of .

a Middle Eastern country (the “Middle Eastern Sovereign Wealth Fund”) at no charge. .In an
email to a representative of the Middle Eastern Sovereign Wealth Fund - which was one of State
Street’s largest tréﬁsitio,n management clients — PENNINGS wrote; “We will price the bonds

and t-bills at ‘net’ — this means that for this transition there will be no commission charged on thé

fixed income trades, We anticipate being. ai:_nle to charge the other side of the transactions which,

will enable ;JS to keep:comm-iséionS‘for {the Middle Eastern Spvereig11'Wea;lth Fund] at.zero.”-In
another e-'r.nail, PENNINGS confirmed to the representative of the Middle Eastern Sov;afeign v
Wealth Fuind that State Street was in oompliani:e- with the T—Cha@r. |

i 10. In a subsequent erpai[ to MCLELLAN, PENNINGS noted that if the traﬁsitiened
assf;,ts “are bonds then we shiould make our quarter.” | |

| 1L, In a telephone call,o_n or abﬁut March 2, 20 10, PENNINGS and CC-1 clis.cussed-
the plans to charge hidden commissions on the transition, and PENNINGS instructed CC-1 not
'to talk about those plans “with anyone . . . because it’s n.ot goi{ig to help our story. Dor;’t even
éharc it with the rest of the team, to-be honest.” CC-1 rcépondod, in substancoe, that PENNINGS

would have to interact with someone else on the transition management desk over the course of




the transition because he would .bé away during part of the tra'nsitio'n. PENNINGS replied:
chah; OK, but they don’t need to know wh ;a,t‘s. in the documentation.” |

12 Inan ema1] to MCLELLAN on o: about June 3, 2010, PENNINGS advised that
"he Wﬁuld “need you mvoivad on the FI [fixed income] trading desk in ]'the] US to ensure they do

as we want.” That.same day, PENNINGS told CC-1 that he had spoken with MCLBLLAN, who

had indicated that he wanted to “get.. . . invblvled in the [Middle Eastern Sovereign Wealth Fund] °

deal ... t‘o:sea hew.ws:can ma.ke it -ﬂica.;’ PENNINGé rslayedvthat MCLELLAN said to“‘;.“aks
less” oﬁ one :porﬁdn of the portfolio and “take a lot more” on another portion of the portfolio, :
" and-that MCLELLAN “said you-can still take 1 .o-r 2 on the outgoing: side. sl :mea.n,v no oné is
going to fiicking Inotice that, i "it’s a rouﬁding error, s<.a no ore'is going to mj:tic.:g -‘that.’.’

13, Ina tél'aphone-‘call among CC-1, in London, arid two Beston-based:traders.on or

~ about.June L5, 2010:(the first day of frading), CC-1 instructed the-traders that “bsfqre'_yoti book i

out the client side, send the executions across-and we will have a look and:figure out what levels. "

vs:re want to put-on.the client side.” -én the same day, MCLELLAN, who wiisin L‘ondo.n-at the -
time, asked one of the tra-delrs for-“the range [of prices] ;z-mrcs's the day. . . ” adding, “Basically, I
want the high.”. | |

14.  MCLELLANand CC-1 then calcﬁléted com'missioné for the traders to-app!y to.
 the trades that would keep the Middle Ea:stem Soverelgn Wc&[th Fund S cl1ente31de - prices within
the mtraday thh and low- pmces for the securities, thereby helping to hide’ the commissions frcm
.  the client. _ ' '

15,- - Inorabout August 2010, the Middle Eagtem Sovereign Wealth Fund issped a - -
request for p;'oposal (“RFP”) for another transition that sin.lilarl-y involved a large fixed income ‘

component. On ot about August 29, 2010, PENNINGS forwarded the information to




MCLELLAN, e_eting, “Gonna bid zero again,” to which MCLELLAN responded ‘fA-gree 100 - .
percent.” _ -
16.  Onor about October 18, 2010, PENNINGS responded to the-Middle Eastern

Sovereign Wealth Fund’s RFP, stating, “We are able to quote zero commissions for this

transition, and in addition, when awarded the whole trade, we will absorb all transaction fees : . i
normally charged by the eustedlan |

17.  On or about October 21 201 0, PBNNINGS repened to MCLELLAN and ethels
that State Street had won theé transition.-

18.  The draft perlodle notice State Street sent to the Middle Bastern Sovereign Wealth :
Fund stated, “Trades will not attract any commission and will be priced net.” The manager may . ' 1
benefit from a bid-ask spread.” When the Middle Eastern Soverei gn Wealth Fund returned the - - ) '
" executed periodic notice, that Ianguage hacl been deleted ' |

19.  Notwithstanding State Street’s representations to the Middle Eastern Sovereign
. Wealth Fund that 1t wouidf-_ do the transition for zero commissions, the trading instruetiens issued . - -
on Nbvember 2 .20 10 (the first day of trading)_, stated that eommissiens should be “_i bps of
\felue on the eellside and 18 bpe of value on the buyside.” The instructions also fold tradere to

send fhe high and low of the day to ’PEN'NINGS, CC-1, and another individual on the transition

managereent desk prior to boeking trades. _

IZO. State Street proeeeded to charge the Mlddle Eastern Sovereign Wealth Fund | ' - E ;¥
significant commissions on the fixed i meeme trading it conducted w:theut dlselosmg those . - |
eommiseiohs t_o the Middle Eastern Sovefeign Wealth Fund or obtaining the Fund’s consent to

pay them.




S 21, Tlh'e'.NOVCI‘[.IbBI‘ 2010 transition also contai ned a significant foreign exchange
(“FX™) c(;mponenﬁ The period.ic notice provided that foreign exchange transactions rt;qtii-rad the
prlor approval of the Middle P’astern Soverelgn Wealth Fund. |

© .22, Onorabout thc first:day of trading, Novcmbcr 3, 2010, State Strcct neither sought
_approval for nor c{mducted any FX tradmg Following the market close that day, the Federal
Reserve Board made a quantltatlve easing announcement that had a substantla[ effect on the FX
mark_cts. _

23: 611 o;‘ about Nmfemb_‘er 4, 2010, after realizing that the FX market had moved °
aga_:inst’ﬁlc. Middle Eastern.Sovereign Wealth Fund’s position, State Street conducted 'the FX
trades between. appr-()ximateljf.g.:30-'and 11 am,vt.vith;_aut obta.illling the innior agproval_qu the -
Middle Eastern Soverelgn Wealth F I'und .

24. At approximately 11:45 am, State Street sought the approval of the Mlddle ;
Basten:l Sovereign Wealth Fund for the FX tr:_admg; without -revealmg' that the‘trading had, in -
fact' alrca-.(.iy been cbrﬂpieted. Th;: Middle Eastcm-,Sovercigfn Wealth Fund granted its approval
for the FX trading at apprommately 2:30 pm. .

. 25. T hat same day, PENNINGS wrote to MCLBLLAN about the FX situation,

"stating, “Hopefully: we.are.ok although ‘we do-need to find the approprlatc benohmark #s we want:
to be in line with the pre-trade given that t]‘us is what they look at.” MCLELLAN responded
“Use rates at approvaL fime.” '
26, - Also on ‘November4, CC-1 sent an'e-mail to PENNINGS setting forth the
benchmarks beirig used to track performance. CC-1 stated that State Street would use .“14_1:_30

= London time today prices for FX (the time [the representative of the Middle Eastern Sovereign -



Wealth Fund] gave us the OK to do tl_le FX:” PENNINGIS‘ responde‘d,_“Geod stuff. Let’s not
highlight the benchmark times though.” | :

27.  Onor about November 18, 2010, State_ Street sent the N;[idd“le Eastern Sovereign
Wealtﬁ Fund a pest-traeie report for tﬁe transition. The imp[ementa,tion shortfall analyeis in that
repert identiﬁed the FX impleme'ntai;ion shortfsll as being epprqximatel)./ $51 9.060 as eemﬁafed
" to aNovember 3 benehmarl( _ | .

éS. ' In fact, as noted in the November 4, 2010 e- maiis cited above, State Street did not
use FX prices an November 3 asa benehmark but rather-used prices from mid- aﬁerneon on
November 4, hours after the FX tradmg had been eone]uded Had State’ Street used the
November 3 benchmark it represented to the Mzddie Eastern Sovere1gn Wealth Fund it wes using

to measure performance, it-would. have been forced to report an FX 1mp!ementatton shortfall of
appremmately $29.6 million — meanmg that the Bank overstated its performance on the. PX
tyades alone by more than $29 million. - ' SR

The Dutch Pension Fund

'29. . 1In orabout June 2010, State Street conducted a fixed ieeome transition for a
pension fund.based in the Netherlands that managed the 1'etirement assets of a group of

professionals (the “Dutch Pension Fund”).

30. . Onor about Juhe17, 2010, a representative of the Duteh Pension Fund asked
PENNINGS, “Do the estimated trading costs include the fees the.t you will eherge and how much
- will th_ese fee_s (in bp or in cash amount) approximé.tely be?” PENNINGS replied, “‘In t}.ze_
.annl_ys'is we have built in 1 bp‘ that the exeoution desk tales out of the spread, so yes the total

implementation shortfall estimate includes all fees.”




3l -_On or about June 18, 2010, after the Dutch Pension Fund indicated that 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 have earned additional, agreed-upon revenue), -

PENI;JINGS wrote to MC_LEI..,LAN and stated, “Just have to chérgé them a bit ;nol'e given that
we ,QOﬁ’t get futuies t'evenue.”l ‘
- 32, During the ,tradin g; W'rhilch occurred in late June 201{} State éirect éharéed the
Dutoh Pension Fund appmximately 1 5 bams points-in commissions, w1th0ut dlsclosmg thc 3
4 _mcreased commission charges-to'the Dutch: Pcnsmn Fund or obtalmng ‘the Fund’s agreement to

pay those addltxo'n_al-charges. "

The Irish GOVemMan-PeﬁsiOn;Fllnd :

33, - In‘or about Decerhber 2010, MCLELLAN 4nd PENNINGS discussed State .

Street’s.bid to'manage @ transition for a large.publio pension fund based in Dublin, Jreland.(the

“Irish Government Pension Fun‘d”).. In an email to MCLELLAN on or hbout‘Dec_émber 1, 2010,

PENNIN G.S wrote: “Go&a win this Q,ﬁg! Any -ideashow to get more revenue would be
appreciated. . How aboutal. fbasis pei;ﬂ:] ‘management fee or something of thdt nature, no
commissions and then take-a spread? My tax: dollars -are after all paying for their reckless
spsndmg ?» MCLELLAN rephed “agree w1th a zero commlsswn bid,” but added that the
Bank’s traders would “need to frade net,” such- thiat:commissions would not be distlosed in

- trading. results providéd to-the client PENNINGS responded; “Great minds think alike. We
have to'charge fee then otherwwe they get suspmmus | .

© 34. . State-Street ultimately proposed a flat management fee of 1 .25 basis points -

(0.0125%) of the va_lue of the transitioned assets. The proposal specified that there would be no-

fixed income or equities commissions.



35.  In an email to CC-1, PENNINGS noted: “Just to clarify.— 1.25 bps is
management fee. The extra quarter point makes it look like we actually thoﬁghr about it and did

1]

the calculations . . . .

. 36. Aﬁex" the Irish Government Pension Fund éwsrded Stste Street only part.of the
transition, the Bank ncgétiats'd for, and the Irish Governmsnt Pensio_ﬁ Fund agrees to, ; slightly"
- higher flat fee sf 1.65 basis points.(0.0ll 65%) of the value of the assets, plus certsin specified

" costs for futures and foreign exchange transactions.

37. Ina subsequent telephone ca[l PENNH\IGS told CC-] that “we just need to be

very; very creative, which we will,” and added: “Make sure it.. docsn’t say. anythmg about not

taking any spreads, becal.lse we’re going to have to in the U,S_.’? PENNIN GS instructed CC-1 not
to infonﬁ the .transition manazer-assigned to the deal about ths hidden: corﬁmisslons :

-38.: Y an emall to MCLELLAN PENN]NGS reported thatithe deal with the Irlsh
Govcrnment Pension I‘und was for “I. 65 bps Need fo be very czeatxve » MCLELLAN
responded: “We will:” .

-39, On or about Marah 23, 201 1, CC-1 reviewed a draft of the poslutrade report for

“the first tranche of the Irish Governmsnt Pension Fund transrtlon .and instructed the transition
manager to alter the definition of “Commlssmns” in-the rsport because, accordmg to CC- I, “We
-_arc charging a flat fee.” On or about March 29 201 1, State St ect sent the Irish Government
Pc‘nsion Fund the post—trads report w1th the term “Commissions” removed from the deﬁmtsons
page.
_ 40.  Onorabout Ali.)lfil 5, 2011, prior to the séoo’nd‘ tranche of the Irish Government
Penspn Fund transition, PENNINGS emailed MCLELLAN that the fund “just informed us they

hdld not want to use futures on the trade scheduied for later th!s week,” for which the fund had




agrcc_a to pay State Street an -add‘itional fee. PEN'NINGS added: .“I think this will increase the
‘qpites i h
41, . Eécause the Irish Gé)vcrnmént Pension Fund transition invo!ired a signiﬁc;ant
~amount of aquitieé- - 1"”01* which‘commissions wete ordin.a-rily broken out.and reported
automatically by State Street’s trading systems — MCLELLAN, I;ENN[NGS, and oth;ers devised
*a plan to conduct the trades in a speclal trading account ‘Grdinar 1]y used to guararitee customets a

_spcclﬁc price — the volume wclghtcd average price (‘ ‘VWAR”) — of trades pxeeuted over the

course of a day. Using the VWAP acoount, State Street 'was able.to inr;luéle -4 commission of 2

cents pér shate on each.of the U.S. equities trades it executed-forthe Trish Governmient Pension

Fund, without the commission being broken out on.reports sent to theclient. -

42.  Ultimately; State Street charged undisclosed commissions and mark-ups totaling

approximately $4.5 million in addition to the agieed-upon'management fee of approxiinately

“$L.6 million.” - -+ -, ) 5%, s« @ g

The Irish Commercial Pension Fund

43, Inor about Mrchi-2011, State Street roceived an’ REP from - pension fund based '

-in Ireland that managcd the retirement assets of employees at an Irish company (the “Irish
. Commcrclal Pensmn Fund”) for a fixed incoine-and equities transition.
44, L In sts résponse to the RFP, Statc Street proposcd a flat management fee of
*€400,000 and.noted that it was a foundmg member of the TnChartcr and that it would be “fully
compliant to the princlplcs set out in the T-Charter.”
.45, . Inorabout April 2011, the Irish Commiercial Pension F.u.nd negotiated State-

_Straet-‘s-managemehf fee down to €350,000. - . I




' 46. . Ultimately, State Street took undisclosed mark-ups totaling approximately $1.1
million in addition to-the agreed-upon €350,000 management fee.

The British Commercial Pension Fund

47,. Inor ab-out Deéembpr 2010, State Street rcceived an RFP ﬁom a pension fund
based in Engiand that managed the. retirement assets of cmpldyees ofan English company‘(th(;
“British Commercial Pemlon Fund™). ‘ |

48.  While State Strcet’s RFP response contcmplatcd a commission of 5 basis pomts
State Street and the British Commcrclal Pension Fund subsequently agr ecd that State Street
would receive a flat management fee of £350, 000

| 49.  Ultimately, State Stréet took undisclosed n‘aark-upS totaling approximately $1
- million in zidﬁ ition tc; the agz'eed—upon £350,000 management fee. .
The British Govemment Pens1on Furid

50. In or about February 2011, State: St1 eet rccclved an RFP from a pension fund

based iri L.ondon, England that managed the retirement assats bfcertam employees of the British

'govcmment (the “British Government Pension Fund”). | The RFP concerned a ﬁxed-income
tran51t10n involving more than £3.2 billion in assets. PENNINGS forwarded the RFP to . -
'MCLBLLAN with the note: “Confidéntial but check this baby out . gotta win that one‘”
MCLELIJAN replied: “Thin to win.” | | |

51, In ité response to the RFP, State Stréet proposed a flat fee of 1 75 basis points
(0 0175%) of the value of the assets and pmmlsed to “provide full disclosur e” of “all costs
incurred in the transition and any addatlonal rovenuo sources , . . rosulting from thc transition.”

- In a table breaking down costs associated with the transition, the Bank indicated that no



commissions would be applied. State Street further pledged “to put our client’s iriterest ahead of .

our own.”
52, On Fcbruafy 21,2011, a:ftf_:r the British Goverr;m-ém_; Pension Fund cu_t the size.'of
* the transition to approximately £1.3 billion, PENNINGS cdnﬁn’nc;l.in an email to an executive
of the fund that “even though the Valu;a is éigniﬁcantly less, wé can-do this project for a |
| managemcnt ff:c of 1.75 [ba51s pomts] of the portfollo value of £1.3'bln or £227,500.”
PENNINGS forwarded this emaml to MCLELLAN with thé note: “Who’s the daddy . . .-Happy
president’s day!” MGLELLA—N respor;ded: “Nice work.,” PENNINGS thén-replied: “Pm
: thihkin:g 1.5-2 [basis points] . . ,;’ | -

153, Inasubsequent email to the British Government Pension Fund; PENNINGS again

confirnied that “[t]he fee mcludes.all tr: admg requ;red » adding: “Pls don’t make me go thislow

every time thoughl” I Yl
:54.. .- On or-about Mar-ch'l- 21, 2ﬂllv tht‘,:instructii)ns sent to traders ham:ll ing the :

transmon for the Brmsh Government Pension Fund: prowded in hold faced. lettermg, “ZERO
COMMS.” That sama day, ina telephone call with CC-1, PENNINGS said Le had just had a: call
with MCLELLAN in which MCLELL:AN “said ‘how much do you want to take?’ and I sa1d', ;

whatever let’s see how we go.”. | .I
55, Thereaﬁer at the du'ectlon of MCLBLLAN PENNINGS and CC-1, State Stleet
. secmtly apphed commlsswns of one bas:,s point (0 01%) to all U S trades, .and’ 2 basis pomts

* (0.02%) to all Buropéan. trades it-conducted on behalf of:the British Government Pensnon-Fund, ?

'~ in addition-to the ag‘ccd—hpmn flat fee. For-example, on-or about March. 2ﬁ, 2011, MCLELLAN

instructed aU.S. fixed income téader-to “take a basis pointof yield” on trades.for the British-

Government Pension Fund, fiotwithstanding that the written trading instructions issued by the




transition n{anager said to charge zero commissions: ‘Later that samé day, MCLELLAN
instructed the trader to deIr:;,ts any reference fo co.rr_lmissim"n_s on the file of trading 1'cs'u Its he sent
to the tran51t10n manager. |

56‘. On or about March 23, 2011 MCLELLAN instructed the U.S. fi xed income
trader to “stay w1th a basls point of ylcld” and confir med that the trader shouid once agam “zero
~out” the .comm_lssno,ns when sendln g over the trading file to the lt'a['lSItIOI'il manage.r.

57. hAﬂer the British Government ]j'cnsic;r; Fund independently learned that
commissions had becn— charged oﬁ certain U 'S trades, MCLELLAN fENNH‘IGS and CC-1
took steps to prevcnt the British Government Pension Fund, and’ State Street*s mternal

compliance staff, from learning thc truth by falsely tellmg them that the Gommissions had beenn
charged by mistake and were llmltecl to the U S F01 examp!e in response to a June 21 2011 -
email from an executive of the British Government Pension Fund rcquestlng confirmation that

“£242,305 (equal to 1.75 [basis points] on the [assets under managerent] . . , is the sole revenue

for SSGM and/or any of its affiliates on this event 2 PENNINGQ responded: “Yes — £242,305 (It

should equal 1.75 [basms pomts] of the total assets) "

58. When the fund exccutlve informed PENNINGS that auditors reviewing pubhciy
available ciata had d1300vered what appeared to be a one basis point commission o all U.S,
b tradés, PENNNGS responded: “That doesn’t seem right s let me investigate with tl;e US desk
and get back to you.” . ‘ |

59,  On oraboutJ uﬁe 22, .201' 1, MCLELLAN directed PENNINGS to advise the.
. British Government Pengion Fund-that Siato Strmei:, h.udha.pplied “inadvertont oommissions” to
, US trades, but not to disclose that commissions had also been appiied to Europé'aﬁ .trade;s,- for

which market trading results were not publicly available. At MCLELLAN‘S direction, Staté




Street refunded the British Government Pension Fund the approximately §1 million in
commissions it had secretly éha_'rged on U.S. trades — but not the approximately $2 million State
Street had, unbeknownst 6 the fund, charged on European trades.

© 60.  MCLELLAN and PENNINGS later advised State Stréet’s compliance staff that

~ State Street had erroneously charged the British Government Pension Fund a commission on P

U.S. trades — but not that State Street had charged the commission intentionally; or that it had
also charged a commission on European trades. -

6].  State Stieet’s compliance staff accepted these: ei{pianati_ohs at face value and”

updértook nio independent investigation until the misconduct became mote widely known within -

the Bank shortly thereafter. "



ATTACHMENT B
CERTIFICATF OF CORPORATE RESOLUT[ONS

WHERBAS State Street Corpomtnon (the. “Company“) has been engaged in discussions
with the Unite'd States Attorney’s Office fer the District of Massaohusetts and‘ the United States
Department of Justice, Criminal Division, Fraud ‘S'eotion (collectively, the “Offices™) 1‘egarding
issues arising in relation to fraudulent -overehargingblof, and misrepresentations’ to,.. eert_ain _
customers 'oi: the Company’s transition managenlent bus inees end |

WHEREAS, in order to resolve such dlsoussmns, it is proposed that tho Company enter
into a oertam agreement with the Ofﬁces, and . .

WHEREAS the Company s Chief Legal Off' icer, Jeffrey Carp, together wnth outside
eounsel for the Company, have advised the Board of. Dzreetors of the Company of its nghts
_possible defenses, the Sentenomg Gmdolmes prov1s1ons,r and the eonsequenees of enterlng into |
such agreement with the Offices; .

L Thet efore the Boald of Directors has RESOLVED that
1. Tho Company (a) aeknowledges the ﬁlmg of the one-oount Informatlon ohargmg
_the Company eonsplraey to oommlt wire fraud and securities fraud in v1o!ation of Title 18, United
States Code, Seotton 37 1; (b) waives 1ndlotment on suoh ehalges and enters into a deferred
prosecution agr‘eement w1th‘the Offices; and (c) agrees to accept a monetary penalty against the
Company totaling $32,3 Ot),(tOO, nnd to pay such penalty to the United States Treasury with respect '
to the conduct described i in the Information; | |

2 The Cornpany accepts the terms and conditions of thls Agreement including, but
not -] imited to, (e) a knowing waiver of its rights to'a sp_eedy trial pursuant to the Sixth Amendment
to the United States Constitution, Title 18, United States Cotle, Seetion 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
charges by the Offices arising out.of the conduct described in the e_tfachecl Statement of Facts of
- an); objection with respect to venue and consents to the ﬁling‘of the Information, as provided under

the terms of this Agreement, in the U‘nbited States District Court for the District of Massachusetts;

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

relatmg to the eenduet described in the attaehed Statement of Facts or relatmg to conduct known .

to the Off ices prlor to the date on whleh thls Agleement was s1gned that is not tlme—barred by the
. applleable statute of hmltatlens on the date of the sxgmng ef thls Agreement

3 The Chjef Legal Ofﬁcel Jeffrey Carp, is hereby autherlzed empewered ‘and
dtreeted on behalf ef the Company, to exeeute the Deferred Proseeutlon Agreement substantlally
in sueh form as dlseussed with the Board of Dlreetqrs w1th such changes asthe Chlef Legal Ofﬁeer

© effrey Carp, may approve'

4, The Chlef Legal Ofﬁeer Jeﬂ‘ley Carp, is hereby authorlzed empowered end,

drreeted fo take any and all aetlens as may be neeessaajf or appreprlate and to appa ove the ferms
ferms or prov1s1ons of any agreement or ether doeuments as may be neeessaly or apprepx 1ate, to

carry out and effeetuete the pm pose and intent of the foregomg resolutlens, and
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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, are hereby severally ratified, conﬁrméd, approved, and a&optcd as

actions on behalf of the Company.,
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ATTACHMENT C
'rNDBPENDENT COMPLIANCE AND BUSINESS ETHICS MONITOR.

"The du tles and authorlty of the Indcpcndent Comphance and Ethics Monitor; and the
obllgatlons of State Street Corporatlon (the “Company”) on-behalf of 1tself and its submdlanes
and majorityﬂ\;vned, operationally«controlled afﬁllates (collcctlvqu, the “Monitored Entltlcs ’),
w1th 1espect to the Momtor and the United States Attm ney’s Office foz the District of -
Massachusetts and the Umted States Department of Justice, Cummal Division, Fraud Scctlon
(collectlvely, the “Ofﬁces”) are as descrlbeci below, to the extent pe1mlss;1blc under locally

appllcablc Iaws and negulatlons, and the mstructlons of local: regulatory agencies:

Term of the Momtor‘sh;u

1.  The Company wlll retain the Monitor for a period of three yeats (the “Term of the

Monitorship®), unless the early termination provision of Paragraph 3 of the Deferred Prosecution
Agreement (the “Agreement”) is triggered.
Monitor’s Mandate

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

Monitored Entities’ compliance with their obligations urider the terms of the Agreement, 50 as to

spec;ﬁcal[y addtess and reduce the I‘lSk of.any recuirence of the misconduct as desctibed in the
Statement of Fa¢ts. In domg s0, the Monitor w111 review and monitor the cffectwencss of the
Mon1t01 ed Entities’ compliance controls and business ethics as they pertain to the applzcable §
fraud laws, and make sich ;'ecommcndatlons as the Monitor believes are necessaty to comply
with the Agreement. ﬁuring the Term of the Monitorshi;;, the Monitor will review and provide
recommendations for’ impi.:ov%ng the Monitored Entities’ compliance and ethics programs, as well

as the Monitored Entities’ ir'nplémén'tatiqn and enhancement of their compliance and éthics
e '




programs for thq ﬁurpose of preventing future fraudulent C(I)ndl.,l(:f by the Monitored Entities’,
including, but not limited to, violations rﬁ:!afced to t.he conduct giving rise to the Information filed
in this matter. In c_ioing so, the Mor.:itor s;ha!l: |
a4, " Reviéw and monitor the Monitored Entities’ current and ongoing
coﬁpllance with the Agr eemcnt | |
.b. - Review, evaluate, and momtor the Momtcu ed Entztles comphance and
business ethics policies and procedures to.ensure they are .gcneraﬂy.sffective in
prevén-tiﬁg and detecting fraudulent conduct ( .‘fMiscond‘uctl")_lby any director, officer,
employee, ":n' agent of any of the Mon itbred Entities. This shall:inchide an asscssment of
the Momtored Entities’ Comphance functmns and/or Audit Committee for further acnon :
rcgardm g the Monitored Entltles policies and precedures | |
. Review, evaluatc, and monitor the Momtorcd Entltles compliance and
business ethics prcfgrams, mcludmg but.not limited to any apphcable surveillance
systems, risk management systems, conﬂlcts of interest Ldentlﬁcation and mitigation,
relevant management information or systems, com bllanoe training, busmess ethlcs
tlammg, 1ntcrnal audltmg mformahon or systems, compllancc data managemcnt systems,
internal investigation procﬂdures, and information retention and production to ensure they
are generally effective in preventing and detecting any Misconduct by any director,
officer, employee, or agent of any of the Monitored Entities; -
d. = Revi'éw, evaluate, énd monitor the Monitoved Entities; {;ompliance and
- busmess ethlcs structures, composmons and resources, includmg but not [1m1tecl to, *
comphance and ethlcs personnel compensation, comphancc and cthlcs personnel

tecrultment programs, and compliance ¢ and ethics parsonnel training, to ensure the
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compliance and ethies groups or functions have the-appropriate authority, structure, and -
-resources to be generally effective in preventing and detecting any Misconduct by any
. director, officer, employee, or agent of any of the Ménitorcd' Entities;

e. - Review, cval;jhté, and _mon_it(:.)r‘the Monitored Entities’ compliance and
ethics po{icieﬁ, pkoceduréls, and practices, including but:not limited to any tre‘ni-ervl ‘.
'rcrl;ruitment, training, compensation, and e\faluatit;n px.'(;)cess, fo ﬂé’te‘rmine if they are -~ -
. genera[iy effective to .prev.cn’t aﬁd{de_'teot any Misconduct by any.director; officer, -
emp[éyec, or agent of 'aﬁy of the Mﬁi‘iitdr&d BEntities;. émci o |

£ - .Reviéw, asséss, and monitor tlie Mf).nitcred_Enti!;ies’ and senior .

; managéme.nt’s commitment to;' and effective implementation of, the '.cbrpor;ate. fog s
comp]i;fmcc and business ethiek prégrf;.ms. — ' |
_ The Company's Obligations . -

3. - The Company,its subsidiari¢s:and:majority-owned, aperationally-controlled.

affiliates shall.cooperate fully with the-Moniior,‘ and.the Monitor shall-have the authority to take
sucI:h reasonable step._s as, in his or her viﬁw, may.benecessary-to be fully inforrrfed about the
Monitored Entifies’ .compliance and ethics programs iﬁ accordance with the principles set f(nith
herein and applicé.ﬁle law, including any applicable bank se.cr'coy,‘conﬁdfmti.al‘supeﬁvisory
information, data protection and labor laws.and regulations. .To tha£ end, the Company shall:
facilitate the Monitot’s access to.the Monitored Bntities’ docu.ments. and resoutces; not limit s;uéh
access, exeept as provided in Paragra;;lls 5-6; and provide guida;'lce on. applicable; local law (sucfl
as relevant bank sedrecy; conﬂdent‘ial'sulé'erviséry‘ it}'f'omiation; data‘-proteétion and labor laws),
The Company shall provide éhe:. Monitor with-access to all information, documents, records, .

facilities, and émployccs, as reasonably: requested by the Monitor, that fall within the seope of
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the Mandate of the Monitor under the Agreement. The Company shall fise its best efforts to '
providé the Monitor with access to'the Monitored Entities’” former employees and their third-

party vendors, agonts, and consultants.

4. . Any disclosure by the Company to the Monitor coneerning fraudulent or criminal -

conduct shall not relieve the Companj.f of any otherwise applioahlo ‘ooligation to‘truthfo[lﬁf
disclose such matters to the Ofﬁoos, pursuant to the A—greoment. "

l W;‘thhafdz"ng Accoss )

5y The parties agree that no attorney—chent relatxonshlp shal! bc formed br:twccn tho
Company and tho Monitor. In the event that the Company seeks to w;thhold ﬁom the Monitor
access to mformatlon documents, 1ecorcls, facllltles, or, current or former employecs of the
Company that may be subj ect to a claim of attorncy-ollont prmlegc or to the attorney worIc—
product doctrine, or where 1ho Company reasonably boheves ploduotlon wauld otherwnse be

inconsistent w1th applicable law, tho Company shall work cooperatwely thh the Monitor to

resolve the matter to the satlst‘actxon of the Monitor.

6. If the matter- cannot be resolved, at the request of the Monitor, thc Company shall

promptly providc writte_n notice to fc_hc Monitor, and the Offices. Such notice shall include a
general description of the na‘torc of the-information, dooulnent;s, reo_ords, facilities or current or

former employees that are being withheld, as well as the Iegal'basio for withholding accoos. The
(Offices may then consider whether to make a further request for access to such informatiori,

\,

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

7. In carrying out the _Mandate_, to the extent appropriate under the circumstances,

-~

the Monitor should coo rd’mate with Company personnel; including-in-house eounsel‘, clomplliance
personnel, and .internai auditors, on an ongoing: basis. The Monitor may rely on the oroduct of
tne Cornpany’s processes, such as the results of studies, reviervs,. samo{ing and testing_- o
methodologies, audits and alnalysc's conduetedhby or on oehaff of Itl‘.le Co‘mpanf,.as well as the
Company S mtorna] resources (e g., legal, compllance, and mternal audlt), wh;oh can assist the

Momtor in carrying out the Mandate throu gh mcreased efficlency and Company—speclﬁc
eXpemse provided that the Momtor has conﬁdence in the quahty 0{' those resources.
8. The Monitor’ s rev1ews should use a usk-based approach and thus, the Monltor is

¢

not expected to conduct a comprchenswe rev1ew of all busmess llnes, a]J busmess act1v1t1es or

all markets In calrylng out the Mandate the Momtor should cons1der for mstance, I‘lSkS

I i

: presented by. the Company s: (a) organlzatlonal structure (b) training p1 ograms or Iaek thereof
(c) compensatlon structure, (d) 1nternal aud:tmg plocesses (e) mternal InVestlgatlon procedures

_ and ® reportmg mechanlsms ;

9, In undertakmg the reviews to carry out the Mandate the Momtor sha!l formulate

conclusrons based on, among other thlngs (a) mspectlon of relevant documents moludmg the

¥ :

Monltorcd Entltxes current policies and procedures (b) orx-srte observatlon of selected

_ management mformatzon or systems and procedures ofthe Monitored E‘,ntltles at sample srtes '

including internal accounting eontro’ls, record-keeping, nnd 1_nterna.l aud1t procedures;_ (c)

meetings with, and interviews of, relevant current and, where appropriate, former directors,
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officers, employees, busi'néss paﬁncrs,.agen-ts, and other persons at mﬁtually convenient t.imes '
and places; and (d) a.nalyses, studies; and testin;c,7 of the Monitored Entities! compliance program.
Monitor ;sf' Written Work Plans
.10.  To carry out the Mandate, ﬂurin g fhe Term of the Monitqrship, the Monitor shall '.
: con-duct‘ an initial review-and prepare an initial report, followed by at léast t\vq fol[bw—-.up reviews
an(.i réports as described in Péragr’aiphs 17-26.b61_0\_;\f: “With respect to the ir_liti al réport, after |
consultatiéri with the Company aﬁd the Ofﬁceé the i\ffonitor sha[llprepare‘ the ﬁrst -writtcn work
plan w1thm 51xty cal cndar days of being retained, and the Company and the Ofﬁcas shall provide
comments within thlrty calcndar days a&er receipt of the written werk plan Wlth rcspect to each -
followuup report after consultatlon. with the Company and the Ofﬁces, the Monitor shall prepare
a written work plan at least th:rty caiendar days p1 ior tor commencmg a 1ewew, and the Company-
and the Offices shall pl‘OVldc comments wnthm twenty calendar days-after rccelpt of I;he written
- work plan Any dlsputes between the Company and the MOmtor with respect to any written
work plan shall be decided by the Ofﬁccs in their sole discretion..
11, All written work plans shall identify with reasenable specificity the activities the
, Msnitor plans to undertake in exeoution of the Mandate, in cl-ﬁdiﬁé- a written. ré.qucst for
documents The Monitor’s work plan for the initial review shall mclude such steps as are’
reasonab[y necessary to ccmduct an effective initial 1'eVIew in accordance with the Mandate
including by developmg an understanding, to the extent the Momtor def;ms approprlate of thc '
facts and clrcumstanccs surrounding any v:olatlons that may have occurrcd before thc date of the
1 Agracment In dchloplng such understand{ng the Monitor is to rely to the cxlenl pus.mble ot

. avallablc mformatmn and documents provuied by the Company It is not intended that the
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Mc"mit_or will.conduct his or her own intiuiry into the hist-oricall events that gave rise to the
Agrgement. | |
. Initit;{ Review g
12.  The initial review shall comn;encc no later th;m' one hundred twenty calendar da'ys
fro_m thel date.of the engagement of the Mon‘itor (unlless otherwise agreed by the Compar_ly; the
Monitor, and thcbfﬁces). The Monitor shall issue a written report within one hundred fifty
‘ calcnd_alr days of commencing the initial revi‘e‘;v, setting {"é)rth the Monitor’s assessment and, if .

necessary; making recommendations reasonably designed to i‘m{)rove the effectiveness of the

Company’s-prograin for ensuring fraudulent conduct is not committed by 'éhy Company director,

officer, employee; or agent, 'i"hc Monitor should consult with thie Company concerning his or *
her findings and recommendations on an oﬁgo ing basis and should ‘consider the Company’s *
commehts and‘iupﬁt fo the extent the Monitor-deems appropriate. The Monitor niay:alsos chobs'e;
to shate a draft of his-or her reports with the Company prior to. ﬁnallzmg them: The Monitor’s -
reports need not recite or descrlbe comprehensw Bly the Company S hwtory or.compliance.

‘ pohmes, proeedures and practices, but ratherl may focus on 1_those areas with respeot to which the

Monitor wishes to make recommendations, if any, for improvement or which.the Monitor -

: oﬁicrwise concludes merit particular attention. The Monitor shall provide the -reporf to the Board -

of Direetors of the Company and contemporaneously transmit: G{}plBS to Deputy Chief =
Econotnie Ctimes Umt U.S. Attorncy s Office fm the District of Massachuseﬂs Johiri J oseph
Moakley U.S, Courthouse, 1 .Courthouse Way, Suite-9200, Boston, MA 02210 a_nd Chief —.
Se;curitieé, and Financial Fraqd,Unit,' Fraud Section, Crimingl-DiﬂriSion,-U;S.-Departmbnt of

Justice, 1400-New Yark Avenue; Washington,-DC 20530, After consultation with thé

(o




Company, .the Monitor may extend _the_timo petiod for issuance of the initial l'oport for a brief
porlod of time with p! ior written approval of the Ofﬁcos

13, Within one hundred fifty calendar: days after receiving the Monitor’s lmhal report,

the Company shall adopt and implement all recommendations in the report, unless, within si)ﬁt)/ B

coiondai' days of recejving the repoi't, the Company notifies in writing the Monitor and the

" Offices of any recommendations tnat the Company considers undu.ly burdensome, inconsistent
'w1tl;1l applicable law, or regulation, lmpracttoal oxocsswe]y expensive, or othormso inadvisable.
With rospost to any such recommendation, the Company need not adopt that reoommendatlon |
within the one hundrcd and fifty days of rocelvmg the roport but shall pr opose ln wr 1t1ng to the’
Monitor and the Offices an alternative policy, procedure or system (and necessary tlmeframo)
QoSIgned to achlevc the saine objective or-purpose. As to any recommendatlon on wh-loh the- -
'_Cornpany and the Monitor do not agree, such parﬁ'es shall attempt in good faitil to reach an
agreement within forty-five-calendar days after the Company serves the nn'itten notice.

14, Inthe event the (;ompa_ny and the Monitor nre_ un_abl_e to aéree' o_n an.acceptable
altom_ative proposal, the. Clompany shall promptly consult with the Offices. The Offices may
consider the Monitor’s recommendation and ﬁio'(fompany’s reasons for not adopting the -
recommendation in determining whether the Company has fully oompliod thh its obligations.
under the Agreement. Ponding such determ i.nation, the Company sl_lall no’F be required to.

P jmplelnont any contested rcconlmondntion(s).

15, With respect to any recommendation that the Monitor determines cannot
reasonably be implemented within one hundred fifty calendar days after feceiving the report, the
Mo_nitor nlay extend the time po_riod for implementation wjth prior wriiton aoproval of the |

" Offices. "
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" Follow-Up Reviews
16 A follow-up review shall commence.-no latsr than one.hundred sig_hty calendar
days s.ﬁ'sr the issuance of the initial report (unless otherwise agreed by the Comparl:y; the
Moﬂitor and the Off-iccs) The Monitor shall issue a written follow-up report wzthm one hundred
oo twenty caIendar days of commcncmg the foilow -up review, scttlng forth the Monltor C
assessment ‘and, if necessary, making 1ecommcndat10ns in the ,same fashion-as set forth in
Paragraph 12 with respect to the initial review. After cOnsultation with the Companyl, the
Mlonitor may extend Ihe time perj od for completion of. the.follow"up review and issuance of the
fo[low—up 1epmrt for a.brief perlod of time WIth prior written:approval of the Offices.-
% Withm one hundred twenty calendar days afler receiving: the Monltol s:follow-up
report, ths Company shall.adopt and implement all recommendations in the report; unless, within-.
-thirty calcnéiar days aﬁer receivin g the report, ths Company notifies in w:itiﬁg.fho Monitor and
the Ofﬁccs concerning any-recommendations that the Compar;y.consfders u_ﬁdﬁly Bmden_some,- .
inconsistent with: applicalsle law or regulation, imprastica], excessivsLy expensive; or otherwise
inadvisable. With respect to-ahy such récsmmcndation-, the'Compat.ly need ot adopt that.
. rscommendation within the ninety i:slcﬁdar days of receiving the report but shall.propose in.i -
writing to the Monitor- and the Ofﬁcss an altematwa pollcy, procedure;.or systcm desi gncd fo .
achieve ths same objective or purpose Asto any recommendation.on whioh the Company and'
the Monitor do tiot agree, such parties shall attcmpt in good faith to. r&ach an agreement within -.-
thirty calendar days after the. Company serves the written notice.. ' L
w18,  Inthe event th‘f::Cc;npany and the Monitor are unable to ag‘rec'on an acceptable ~ -
altcrnative propos-a[,v'the Companyishall promptly consslt with the Ofﬁce's. Tlie O-fﬁcés may - ‘

. consider the Monitor’s rscommendatmn and the Company’s reasons for not adoptmg the
' R




" recommendation in determining whether the Company has fully complied with its obligations
under the Agreement, Pending such determination, the Company shall not be required to
implement any contested recommendation(s). With respect to any recommendation that the

Monitor determines cannot reasonably be implemented within one hundred twenty.calendar days

. after receiving the report, the Monitor may extend the time peériod for implementation with prior -

written approval of the Offices.
19.°  The Monitor shall undf_:rtake a sqdqnd follow-up review not later than one

hundred fifty calendar days after the issuance of the first follow-up report. The Monitor-shall

issue a second follow-up report within oné hundred twenty days of commencing the review,. and -

recommendations sha.l'l -follow-tlhlé same i)rocédures described in .Parz;fgraphs 16-18. Following
. the second fol_low—ﬁp rey icw; the Moﬁit't)r shalt 6611ify whether tﬁf_;- Cbmpanly’s compliance -~ -
prograxﬁ,..ihélﬁding its-.policies‘and pr.t)cc{.iu.res, is rgasonably'designed and implemented to
prevent and detect violations of the:anti-fraud laws. Tﬁp ﬁnal follow-up reviéw and report shall
be completed-and delivered.to the Offices no iater- than thirty days before the end of the Term.
Monitor’s Discovery of Poa‘en:tial or Actual Misconduct

20.‘. h(a) Except as éet forth below in su b-paragraphs (b), (¢), and (d), should th_e;

Monitor discover during the course of his-or her engagcment-th_at:
o . qupstic;nable, imprbiaer; 01"il.legal i}.racticcs relatin;g to a'nti—f"raud laws,

includirig, but not limited to, misrepresentations made fo customers; or

e violations of fraud-related aspects of the Company’s compliance or ethics '

_ pi-o-gﬁms’ or anti-fraud laws
either (a) that may have occurred after the date 6n which this Agreement was signed or (b) that

have not been adequately dealt with by the Comimny (collectively “Potential Misconduct™), the
' ; - c-10 _ '



Monitor shall immediately report ﬁ.'lﬂ Potential Misconduet to the Company’s Chief Legal
Ofﬁcér, Chief Compliance Officer, and/or Audit Committee for further action unless the
Potenti‘a]‘Mis‘conduct was already so discloscd The h‘fionitor.ah‘o may rebort Potential
: Mlsconduct to the Offices at any tlme -and shall report Potentia[ Misconduct to the Ofﬁces when
they req uest the information. | :
(b)  Insome instances the Monitbr shou.ld immediately 1‘e;c:011 Potential

Misconduct dir ectly to the Offices and not'to the Com pany. The prescncc of ‘any af the

following factors mlhtates in favm ofreporting Potential Misconduct dlractly to the Ofﬂces and -

not to the Company, mmely, where the Potential Misconduct: (1) pose_s‘a risk to public health or-

safety or:tﬁe -eznv.iromﬁent; (2) invélves.seﬁior manageinent of the Company; (3) involves., .-
obstr uction of Justice, or (4)-otherwise poses a substantial risk of harm ’ B e
2 : (¢)  Ifthe Monitor:beheves that Potential Misconduct actually oceurred or .-
- may cohstitute a criminal olimgu]atory violation {(“Aetual Mlseonduot"), thp Monitor:. _

, 'shall Immediately Teport the ‘Actual Mlsconduct to-the Offices, When the Monitor
dlscovers Actual Mlscanduct the Mom tor shal] disclose the Actua] Misconduct solciy to
the: Ofﬁccs The Momtor should dlsclose improper ‘activities in his or her dlscretton
directly to the Ofﬁccs and ot to the Company, and, in such cases, disclosure-of' the
Actual M_iscon_duct' to-the Chief Legal Officet aqd Chief Compliance Officet, and/or the
Audit Committee of:the Corhpany should occur as the Qfﬂpes and the Monitor deem
appropriafe under the circumstanges, e
(d) The Momtor shall address in hlS ot her reports the approprlatcness of the

Cem pamy',’s rSSpo_nse to all disclescd Potential Miséond'uct or Actual Misgonduot_,— -

whether prewously disclosed to the Offices or not. Furthel if the Company, or. any entlty
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or pcrson.workin-g directly or illldirectly for or on behalf O‘f'htl'lf:" Company, withholds

i'riformation‘ necessary for the performance of the Mopit01"é responsibilities, and the .

Monitor bcl‘ic\-'es that suc_:-h withholding_ is without just caus;, the Moﬁitor sl;all also

iﬁlmediatc]y disclose that fact t.o the (jfﬁces and addr;i:ss the Comﬁany’s failure to

disc‘losc tl;e necessary information in his or her reports. -
(éi Neither the C(;mpan'y, nc;.r anyone acting on its behalf, shall take any
action to retaliate against the qu;itor for any sur,;h dis;:losurcs..or for an.y other reason.
Meetings buring Pendency of Monitorship

22.  The 'Monitor shall meet with the Offices within thir{y calendar days after

‘ . providing each report to the Offices to discuss t'he report, to be followed By'al meeting between .
'. thej Offices, the ‘M@nit.or, and thc- Company.

. 23, Atleast annually, Iand more frequently if appropriate, represéntatives fro_m the |
Company and the Offices will meet together to discuss the monitorsl.gip and any suggestions,
comments, or impl'(;vcfncnt_s the Compa_my may ‘wish to‘discuss with or propose to the Offices,
including with respect to the scoﬁc or cos.ts of the monit'orshi;:;f

| éontempfated C'onﬁdent:’a!ig» of Monitor’s Reports .
24 The reports will likely include propriet.ary, financial, confidential, ar;d competitive
" business informat.ion. MOI‘CO\}CI', public disclosure of the reports could discourage cooperation,
- orimpede pendiﬁg or potential government investigations éﬁd thus undermine the objectives éf
‘the llnonitorship.' For these reasoné, among others, the reports and the contcnt;s thereof are
| intended to_l remain 'anﬁ shall“rcmaiu non-public, except as otherwise agre;:d to by the parties in

writing, or except fo.the extent that the Offices determine in their sole discretion that disclosure -
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would be in furtherance of the Offices’ discharge of their duties and responsibilities or is -

otherwise réquired by law.
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