














on August 1d, 2008, the total amount of the Securities Commissioner’s payment shall not be
atfected, and shail remain at $82,835.51.

6. JPMorgan shall comply (and, to the extent the Scttlement Term sheet described
herein required action to be taken prior to the date of this Consent Order, has already complicd)
with the requirements of the Settlement Term Sheet executed August 14, 2008, which provides:

a. [ndividual Investors

As soon as practicable following the execution of the Scttlement Term Sheet,
JPMorgan will ofter to buy back at par auction rate securities that since February 12. 2008. have
not been auctioning from individual investors who purchased those auction rate sccurities from
JPMorgan prior to February 12, 2008 (“Individual Investors™). For purposes of the Scttlement,
charities and small to medium-sized businesses with account values and houschold valuces up to
ten million dollars will also be treated as JPMorgan Individual Investors. The tenm Individual
Investors does not include senior management of JPMorgan and its predecessors and JPMorgan
financial advisors/registered representatives.

The buybacks wiil be completed no later than November 12, 2008,

JPMorgan will provide notice to customers of the settlement terms and JPMorgan
will establish a dedicated telephone assistance line. with appropriate staff, to respond to
guestions from customers concemning the terms of the setticent.

b. Relief for Investors Whao Sold Below Par

No later than November 12, 2008, any JPMorgan individual Investor that
JPMorgan can reasonably identify who sold auction rate securities below par between
February 12, 2008, and announcement of the Settlement will be paid the difference between par

and the price at which the investor sold the auction rate securities,






results of those efforts with respect to JPMorgan's institutional investors' holdings in auction
rate securities.  JPMorgan shall confer with William F. Reilly, Bureau Chicf, Burcau of Sceuritics
Repulation, of the state of Florida, Office of Financial Regulation, as the lead NASAA member
on behalf of all the states, on a quarterly basis to discuss JPMorgan's progress 1o date.  Such
yuarterly reports and conferences/imeetings shal! continue until the first quarter of 2006. Following
every duarterly meecting, the state of Florida, Office of Financial Regulation, shall advise
IPMorgan of any concerns regarding JPMorgan's progress in providing liquidity solutions for
Institutional [nvestors and, in response, JPMorgan shall detail the steps that JPMorgan plans to
implement to address such concerns. The reporting or meeting deadlines set forth ubove may be
amended with written permission from the state of Florida, Office of Financial Regulation.

€. Relief tor Municipal Issuers

JPMorgan shall retund underwnting fees JPMorgan has recetved from municipal
auction rate issuers that issued such securities through JPMorgan in the initial primary market
between August 1. 2007, and February 12, 2008, and refinanced those securities through
JPMorgan after February 12, 2008, through the date this Consent Order is executed by

IPMorgan.

(. In consideration of the Settlement

The Secunties Comnmissioner will:
1. Terminate its investigation with respect to JPMorgan's marketing
and sale of auction rate securities to Individual Investors defined in paragraph 6.a. above.

However. nothing herein limits the ability of the Securitics Commissioner in pursuing any

investigation relating to any party other than JPMorgan;



ii. Refrain from taking legal action, excluding entry of 1his Consent
Order, against JPMorgan with respect to its institutional investors until November 12, 2008; the
Securitics Commissioner shall issue continuances of that period as it deems appropriate; and

Y Accept payment of 38283551 as its portion of the above-
mentioned twenty-five million dollar penalty, to address all underlying conduct relating to the
markceting and sale of auction rate securities. The Secunitics Commissioner will not scek
additional monetary penalties from JPMorgan relating to such conduct.

7. If payment is not made by JPMorgan or if JPMorgan materially defaults in any of
its obligations set forth in this Consent Order and fails to cure such a detault reasonably after ten
(10) days notice from the Securities Commissioner. notwithstanding any other provision of
South Carolina law, the Securities Commissioner may vacate this Consent Order at its sole
discretion and without opportunity for administrative hearing.

8. This Consent Order is not intended to indicate that JPMorgan or any of its
atfiliates or current or former employees shall be subject to any disqualifications contained in the
federal sccuritics law, the rules and regulations thercunder, the rules and reguiations of sclt
regulatory organizations, or various states’ securities laws including any disqualifications from
relying upon the registration exemptions or safe harbor provisions. In addition, this Consent
Order is not intended to form the basis for any such disqualifications.

9. Nothing hercin shall preclude the State of South Carolina, its departments,
ageneics, boards, commissions, authorties, political subdivisions, and corporations (celiectively
“State Entities™). other than the Securittes Commissioner and only to the extent set torth in
paragraph ! above, and the officers, agents, or employees of State Entities from asserting any

clatms. causcs of action, or applications for compensatory, nominal and/or punitive damages,



administrative, civil, criminal, or injunctive relief against JPMorgan in connection with certain
marketing and sales practices ot auction rate securities at JPMorgan.

14, Except in an action by the Securities Commissioner to enforce the obligations of’
IPMorgan in this Consent Order, this Consent Order may netther be deemed nor used as an
admission of or evidence of any alleged fault, omission, or lability of JPMorean in any civil,
criminal, arbitration, or administrative proceeding in any court, administrative agency. or
tnbunal. For any person or entity not a party to this Consent Order, this Consent Order does not
imit or create any private rights or remedies against JPMorgan including, without limitation,
with respeet to the use of any e-mails or other documents of JPMorgan or of others concerning
the marketing and/or sales of auction rate sccurities, limit or create liability of JPMorgan, or hmit
or create defenses of JPMorgan to any clatms.

L1, This Consent Order shall not disquality JPMorgan or any of its affiliates or
curtent or fonmer employees from any business that they otherwise are qualificd or licensed 1o
perform under applicable state law and is not intended to form the basis for any disqualification.

12 Any dispute related to this Consent Order shall be construed and enforced in

accordance with, and govermed by, the laws of the State of South Carolina without regard to any
choice of law principles.

13. Respondent, JPMorgan, through its exccution of the Consent to this Consent
Order, voluntarily waives its right to a hearing on this matter and to judicial review of the
Consent Order under 5.C. Code Ann. §§ 35-1-604 and 35-1-609 (Supp. 2008).

I4. Respondent, JPMorgan, enters into this Consent Order voluntarily and represents
that no threats, offers, promises, or inducements of any kind have been made by the Securities

Commissioner or any member, officer, employee, agent, or represenfative of the Securitics
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Commissioner to induce JPMargan to enter into this Consent Order other than as set forth n this
Consent Order.

15.  This Consent Order shall be binding wpon JPMorgan and its successors and
assigns as well as to successors and assigns of refevant affiliates with respect to all conduct
subject to the provisions above and all future obligations, responsibilitics, undertakings,

commitiments, limitations, restrictions, events, and conditions.

=
Dated thisL.Z’dE of /fé«njq 20707

BY ORDER OF THE SECURITIES COMMISSIONER

/%X%M

HENRY D. McMASTER
SECURITIES COMMISSIONER
STATE OF SOUTH CAROLINA




CONSENT TO ENTRY OF ADMINISTRATIVE ORDER BY JPMORGAN
i JPMaorgan hereby acknowledges that it has been served with a copy of 1he loregomnp
Consent Order, has read the foregoing, is aware of its right 10 a hearing and appeat in (his matter. and has

waived the same.

2 JPMorgan admits the jurisdiction of the Securities Commissioner, neither admits nor
denies the Findings of Fact and Conclusions of Law comained in the foregoing Consemt Order, and
consents o entry of this Consent Order by the Securilics Commissioner as setilement of the issues
contained in the foregoing Consent Order.

3 JPMorgan agrees that it shall not claim, assert, or apply for a tax deduction or tax credit
with repard to any state, federal, or local tax for any administrative monetary penalty that JPMorgan shall
pay pursuant to this Consent Order.

q. JPMargan states that no promise of any kind or nature whatsoever thal is not reficeted in

this Consent Qrder was made to it to induce it 1o enter into this Consent Order and that it has entered mita

this Consent Order voluntarily.
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5, di{],,;ggﬂgg ( &mg(\ represents  that hefshe-...iss Vloan.l HSSM.'{(,{, €. of

Gencml Ceonse
JPMorgan and that, as such, has been authorized by JPMorgan to enter into this Consent Order for and on

behalf of JPMorgan.
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Notary Public

My commission expires:
SUSAN McNAMARA
Notary Fublic, State of New Yok
No. 43-4835571
CQualified in Richmond Courty
Certificaie Filed in New York Counly , /7
12 Commission Expires July 31, _ &




