
Tb&:4~iimellt&:.ubj~:to the,roVid. (».flbe 'dVacyA\:tvrm4t D'Clma,r.eqUke r~i)", ,
befon dlsaOlUte.tOtbltdpllrlfil..No reaaccion hai'*n'petrol'Duid't the>Odice viiillPeaor' 
GeDer"~ ~•••tl ot. this report.boiddDot dluemhiate orcopylt.withoatthe WpedorGen.eral~1 ," 
approvaL· ", . 
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This dOc.Wnent is sUbject -Io;tbe:provisions oftbe,Privaey:Act ofl974,:and_D1llY~:redactiori:befuro,di8ciosurc;tO: 
-tbird,patties., No rediCtion lias beenp«fi:nmedby:the-Office;()f.InspeclOro=oeraLRec1pKmottIUs report:Sboutdno'ti 

: ! -~:oF~yitWithc;I1JUbc.~Io'~"'fP"O~ ­

, ,, 

REPORT OF INVE'STIGATION 
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UNi'rEnsTATEs SECURITIES ANJ)'EXCIlANGE 
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'Ow-inve.s.tiptjon 3ls.9 dls.c.1Q~ U1J¢. "hUeat .l.~·~me,~~Wjhe_~lQ!! 
. 'that, caes .related: t· Bear"· '8t . .: ..... .............;,;..Un. '."'-.'"W...~·_A ,e'IA -:.:.:L......~_ that· aft·. . o. earns were ~.-.y O·y·~..t .. 'Ii' lUw.-w. av~~~ au.,., 

mvestigation related to BeatSteanis was stopPedota1teredasardU1t ofmyeo.~iQns 
betw . . CUtl and'Tho .. W1 dia. find that :.1._ . • "_~_'::':1.:oon_~ . "110 . .. ecQ .: er . ..msen.:e'..... '.' _ l,4N,,·are. S~ .ZI~ .'-Y;Af.W,I,·.-:.wu4~; \V .. 
~"iue that 10tmet ...:.....,.:levelofficiaJssueb. 8$ Cutl' ':hay, ..-.-ter:acoe.ss. $l(J :inBuen¢e 'witht.b#~-y ~ .. , . ,. .. JJt e-:ea-. .. .. .. 
DiviSIDn 9fatdO~. .,' 

'...... ~'., 

'. I 
.~ 

.' J 

'The OIGaIso i>Uild tbatThoJilSen did not consult witIt ~DthetBDfil:rcement.stafftblt 
w~~ ~an.~~.ig, ther,oJP.plaint~.A"tt40\l8ht~wt~~B.nU?~§~ 
on external COtlll.1J.ul1icat1oost 10 om view1 binc1uSioaofo.thet J3.nG;)~ ~ _athe 
Deputy DitectorofBnfotcement" 'ill tfie;de1ibetatiYe process.and itt.,tlOtnni'Uiiieatiom 'With. 
-. utU:ha " f"' " .. . . . " 
.~~ \Va,' . '., .y.e~o.~ tm app~C«'o .Ul1P.1VPt($'_~ms ~m. ThQ~ ••~. 
~latiQnsbiP with Cu.tlec. " . 

.,. 
I 

~J 
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I 
J. 

The·OIG a1so round t!?at,1'bolDSeD::and tbQ ~.pt~alCounseldid11Ot oDta.1n 
'fOrmal CoDnttiSsion approval be1bremakihglJiii critbl·MtetmiriaUom ,about.t:l1e\liabilitYof 
:fiJt~,E~1n~)lS.~we(tid JlQt M4··~·$Cm~Qrw1i~tb.~·~.~ 
funnaJ CommissiOn~v~ we'm».n111leD4·that1be:citeUmstances:mwbichCommissi'on 

, .approvaUs·reqtritedShould be·;clarified SO, :ibat:SBC'semor sbdf~ aware ofth6ir authority when 
";'';:'W"-_ decWO that -'.' fUt:· .;; . ' .'~~., P$ .. _;~y.bil:)(,t ureCo~ 

.\V¢~ .fpqnd~..BnfO.r~~s ~to,;JPMQ.IPldmt'w~ ~y&losed: 
b.Qtl-puP~ :illfu~n ~iteo.nfitJi:ledtbat·there~ waeongoq m:vestigatk)li$:iQto:Bear 
Ste1ln1s. The 010 mv~igatioilrev~ed;thattheOfliee1(irG~CQuns"he~ed·-mtl 
.~y~tbat·k#~~.-eit Wll:S~ w~,d.id'.D,Q.t'fPl ~ ~ ~k>s~~rw~Q:pptp~~r§'¢' 

~,becausetbeit.uIe& aDow ·fur disctWon in extraonliilary ~cesibtllOn;;pub1ic ;infuauation~io. 
~b.tHJiSclos.ea ·Howe.ver, there.ate 81$() :SeriOus ~bi,abOlit~pi'o~o~_.~~ 
~~·,v~~·wUpol¢. JPPWval:of.·~CQ~u;_hi~ we.bmd:..lIdtQt 
~·widH'e$pect.to·theaa~tuJel._P1~i~:t~'~~lU1"eofDQn-p.ib1kt 
~n,.WbichwoteOO~ lJe:~1y~~ '.' 
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Seope oflilVeitigatloJl 

.TheOlO......~ btained~ ... d • ed',fbousand$'..ot"~_~·.:·9tef 1ev...Qnf .>' .' .. u·w~_n~au.. revJew.. .', -	 SiCsta.$':... j 
'. ~ nUi11Pus o.therdocumeotirreweilto tbis111a'ttet" mcludiDg st8ff11b.tes. 

The. ·010 t(l()~ sworn; on,the-reQQrdt~ny C)ftbe~liQriI&~ o,liJQ~$13C' 
.~hyees: 

, 
.. ,
",
.! 

, (1)	 'stephen ~1ert Executive vicePtes¥tent,a,nd 'G$era!.¢<Junselof 
JPMo'rgatt Chase·and to.iiJietD.itector~DMsiOn.ofBnfui'C.elllelft{March 
11 2AAh)·.:..., U\I.;:I', 

.', j 

(2)	 Linda Chatmarl'1'b()~ ..:fOttnet~t,])iwno1i.ofEnfO~ 

(May it; 20(9); 

r 
I	 (3)- :;ErikSirrl,~~ ~t,DMSion"9t'T~1iDdMarkets:(~2:1, 

2Q09};.. 

(4)	 Brian. C~ fOrmer.SECGa1eratGi~el (18il~ !J.7~ 2QQ~}; 
.,
, 

(S) Andrew V(ilhnet°;fOl'iliet SBCA«mgGener81Collbse1ud.Dq;uty
 
l;:':i: . GooeraICounsel{limilAki21 2@\~ 

. .~." ~, 

Walter Ri~"M~·fu--n-·~n:...."'-t·T\:.~,",,,- of:Brtfbt~. 

~A1wn.._. 26 2009)" 
(~ . _-.....; ...u ...... '&en<1"~";l" w.·~_, "'.r-~lVf.& .. . ,', "", ... 

".:"""'........., 1· •~
 

.,:"\
 
.j (7)	 AntoniaChion".AssoQiateD~t~.DiVisioa·ofJSdJ~{l~ 

7~.20(9); .. 

(8)	 ·D.aDietGaltagheri'Jb'ttIitt~unseUQ 1he~-(M8ich ~:200.t); 

Ji M' Ko 1'<I.~J:Co ' ·m.::..;:,", f'D"'~'-""'-'i; tu....,4. ,~~,(9) 08U' e ·~~~·.qgse~~.,.....,.yno·,~UAI'''.M'~,,+1'_.1·~~.7.1.; '. 
I 

(10)	 :~ttl1~;~~'-~~r:~~De;p~·Dir~r., 
•
'. 

·1
i Div.WiO,l1ofEn:fQrcem~t(~an.wilY22t,2Q9.9};
 
, ENF Employee A
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'-.\" ENF Employee B	 I 

:.. 0\	 (u.) 

I 
.(14)'. Unidentified S ., .EnfOr~l Ofticia'f ·Il..ToveJ:tlber 32008).... . . .... '.~r .' . ..... ... . .. \~~; .. .. ..' ".' 

"' l-

ENF AD 4
(t5) . 

~ "'" !In: ); 
.. :"

·{l6)~D~~iLOf~«f.~	 
~ . 

~-

• 1 

. !	 (t1) ~~D~i',:IliVisi6n.OfEiifutcement (Novemb.et~ 
~~~C . ' 

(18) ~~.J)MsUm,~
. ., 

'1h~('jiG ~.~ndu¢ted·~iDtetVie.Wioftbe.fOJloWibg Enfutcemeitt.staItassigped 
t() vQus inV:~D$mvotringBea.rSt~;. .. '	 . 

ENF BC 7 (1-)	 Q1iineh.Chief/'C...1w:o,;.....~:26. 20(0).. . . .. .\"~'UQ&J.'- ", . '" 

ENF BC 8(2)	 BranCh Chief(¥~ 2.6;. 20(9); 

;; .. ~taff·· .. ' '. ·.2,·::f - » "() .-.r .. _AtWtneY(ll~ 6~.009); 

-(4) taif.~.COctQI>et.24, ~OO$); 

(5) '_r~Chiet.(F~26,,2009.); 

(6) ~·~f(F~Z~.2009.); 

(1)~~:~~~~,.~0$); 

.j 

! 
~'l1Qs~~~it.l"'~"'~teibtted1P~;~~;WW~ 
OJIiciaitt~ut;tbeaoL	 ­

4 



b6. b7e 

tbisdo.cum.endssubjeCt.la.thepro.v.isionsotthepiiy.8CyActot1914,anctmaYrcqUireJedactionbefor.odisc~S\Il'C'tattuf(t: 
padjes.·Non::dac1Wllhas beenJlelfonnedby.thd)ffi~·oflnspt:ctor'Gene.raL :aecipiebtso'flhul'ft3'Odsboukt'notdis.<l¢ririnate, 
ol".co'pyit.wiiliout.~~~~ ~1!i'l!1'l! ~roval. . 
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I 

.:-~.' 

"I;'. 

,; ..•.. '......~ 

! ($) 

(9):'1: 
~ 

(tOl 
,. 
~ (11)-: 

~. (li) 
.. \ 

1 

(13)­

04) 

ENF Staff Arty 2 

ENF Staff Atty 4 

ENF Staff Arty 6 

ENF BC 9 : 

ENF BC 1 

ENF Staff Arty 3 

ENF BC 10 ': 
! 

(t a ENF BC 11
:J.l 

Sta.tfAtton1~ (f'~ if), :~QQ9.)i 

;,; 
taff.A"p..m~ &~26,:2(09); 

StatrAttoi'tley'(Febtua1Y~,2009}; 

tanch~f;(J!eb~26i. 2009)~ 

!:nn¢h:Chle.t(February:26~.1Z0091.; 

.. taf[AttomMt.~..tw.~"""'.26 .2()()9\·. '~~"':l'~-.:r:,. .. ';I..J 

amch Cbief'(Fe.btUary.26, 2009): 

8---1. .t:"HeC·(i:..t..-........ .,~ 2'009\~ :-_>'1
 . \l~""f,U. ·v·,-....-J' f!I</, . . J' ~~. 

(16) ~~Chief(P~26f2QQ9~. 
". :. 

Fmil.llYJ..... ,"'J.:- 010' .nductedfe1.-'L... :iM'''';;.... ,.~., . CO . . 'Mo/1"JJUne loLl".........·•
 
SEO's Offi=ofPublic:MIiUrs Qn~Y'14, '2@,. :..•••
 

.~ 
I ,o",~Jic~~nlUlle8,2009. . ,
 

. 
. ,	 ~ 

. " 

:1 

t	 SEC Rules ReJ8tiftg,to Iilv~atioDs-l1 C.F.R.put'20a 

17C.E.a..§.2Q3~:lb.tQtQIati9nobilUnedininvesUgationsand ~ltioti$'."J". 

Intb~OI:'~~o~~tbe; CQ~n.!l~~_otP, 
•.....ot;~~ -LooM: ....f_.;.'-_~ _>;.u_ :I'-a.1:_--.......t _;....n,-L_

~v~_~or'~_Oll;~~ea;~o.l;I'~~~"'~~. 

~~~~~Ji«~tlie~~rv.·~~~"~·Q~of 
.. PMsiOIlI enm~ .!pO.... ,~.M. ._.~ ...Wid. 

.. =~=JE05:t~:~

, mayauthori2;e·~of$~W:tDJriission~ssaft"to qasem~Jiifwith,I 

' •.•••• n.	 •• identified. in §240.'240-1(h\3 of·this",l.iJ-er coJKBtriD:in1Q~iI'pemons .. .. ., ~ .$..... 

, There:~idcntitiedin·'l7c.F1l.·f240~1(bllM·(1);a fedcnI..~I(x:8f«h'ei&n.~~¥Y'm' 
~(2).lf_~otgiIntzmion:(SllO);~QJ"bd&DIinanQial'~~~)t¥.,
 . 
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ob~:;"":...1:;,,:;......1· v.~~nns.·r . i. tio- ·-1nA;....'njtb-~l 
... ~.-.J,l8I."'~~Ul. ~p,I'. 0 ecKamm8:e os, mc"'--a .. ,l'1W 

inVesti~onsC911dUctedptuSUailt, to CoinlliiSSiOnordet. 

17' C.F..llf-20:tS. Non-pub1ieto.tmalillvestig~ive:proc.eea., 

Uril~o~otden~l 'by·the Conu;niss.io.~an mtma1i.nv~pti.vQ proeee4~gs, 
'shall he·rtDli-public. 

..~ ~; ·ItCoP.UQlsll.QD. eo.4Jl~ a.......o..-17'cF.8.- § 2~~73$-3
 
.', .1 

I 

(b) An=nber 91'.~y~ Q(th~Cornmqlc;)J;I.~J.JQf. ~ ~. _... 
.(., (7)(i)	 DM1Jgeto ao,y lliJiui.thorizedpersonor ~1ease,ii1advan'Ceofautlmization 

,furits release.:non ubJic:CO........:~~fiA_ .......... otany"iii:fiitmatiOn.' . ; ..... ~ '. P. .~~ .. ~~ .... ' ..' 
.~Jitained'1I1 any such40:cvmeot or any~nfi4ential;intb.~n: 

(A):in cnntra'V:entionofthe 1U1es.tmd~ot_Cd_sslG.1l 
ptnw.uJgated UDder stI~s..C. '552; 5'S2a.ana 552b;olt 

(B) in cltcuiDstanee&wlu::te·tbo~C<iiimfission.hasdetemUned: to. ac.en.fd: such 
'infu~n.~ tt¢iWttI!lQf, .• I'
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V~1,f$' SEC :~prob.I'b.it'dhJ~lo~'Ql~ ottl~· arul,~)'.'()t 
irimrmationand:dO'cu.n1enis. otother11DJl"pllblfc.Te.c.01'ds:ofthe: SEC 
obfamed;ufthe coutseofan, exartrina&t:l& Qr·mveBtjg.oons,. ~'tbc 
,$BCo.~~o.r ~~YQ~4~e.of~,jofb.~q.r 
docwnentJ., tu certain ~~.11Owev«t::the SECbas authorized;its;gfafffu' 
dis~ and.gtcuit ~.to,:materlaJS itt its examina&n:811d.. enfor~ 

:61<'4 and. other.·nQ.pub&.~... . 

,:,1 

" j! 

~p:~.~~,{)fDo~tmbH~iilfb~llo.r~· tlt 
~ ....~~~Q1:apJ!9~byksac~.tJPfly. _" 
tbeuseof8udunateri8Ja.~.ot-appropriat"byillemblit's~ 
statEin~SBCjll.vestigatioillot uamjnatjo~~:iD:.the ~t Qf 
ot:her<ltlWal~Utti.e.B... )or·~1e.·4Q~Q~hma , 
~gistered enfilYd~ an.eutninat1on:otftOm.a witne.maylieused1ft. 

'. ~'''~~Q:othet~~Qt·~~riJ~~~..... ~ 
:s.UniJarlYt:t~ .W()f...w::\tn~·may_~ m~,~~. 
lhMis,such infoi'1ililfioilmayb~,uaedtcJ&cl1itate tbedetr.e~pttidlt sf'SBC, 
ntaU-m. 

•". 

.r 

1 



".... 

.. , ....; 

, 

c• 

. , 
i 

, \ 

't , ,. 
2~ Rc;sponsibility and AutboriZation. 

~i -

.... 

. ~ 

. a,.Omoialsm:tbe' i>.lviSions :0tBntbrcement,;CorporatiOn Fii1ante;Marte.t 
~ 

',i 
.­ ~~ 

" , ~&:mm:~:~~:=~C:::O~:eJ.; 
()£A.ssiStQ 'Dk'~tt Qflieiaiaiin;R¢gional~It o.t;abPl'e;~1e.Y.el of 
Assistant Regional Diteetot;, 4i1d officUdsiliDisJtict Otl.ices at cot abO"ve:the 
'1~,9f~iSt~Pis~ A6.cniQ,i~@tQ~~:,~~'tq,~~in.~~ 

.~_,;i' this ,_.1~ " 
CX)v~m .' re6~uo.iJ. 

b. For'the PUJiPOlJe.o.tthis r~~ th(;ttenn c4SEC,o~~'mean:J:thf.)$e' 
·stafftnembetsdesignated :in paragtaph2a 

,COnfidential,Nature ofIDfol"matiolL 
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Tbi$4Qc'-.'·'f..:is·....·1;, :M:tI.- ,..;..in ftbep..: ·A....·ot19'74·-~.i·'··"w .-.A_if"'•. L"'""-·>a:....t· · .. ·.... :.:r.:..d'. . ....._ ... __" HJ' "'"'" r ~'_ns.:o... ..vacy~~ .... I' . • lIIIl\I,1PaY~. e,,_~~~Q~.1IU: _ .. , 
pattlOs. No redaetion basbeeaperfunued by. the Oftk:e·ofli1spectorG.enetat ReciPients ofttaiS:report·BboutdDotdlSsem1nate:

· i or:copyilwitbouttJie1JiSpectorGeneral's,sPProvaL .. 
· .i 

m.v-Hfta+.·· Ii fP t ('.tiHooita! M .ement. ~ In ~....r·2Q08 .4.1o..~ftA~,. 810'. With~~~Q.~~ .. ,,~ .... ~~,,-" .. ~r-~. QI .. 
teCOll1IneDded bem pm~ was PQs.tectonJ~nfbr~eot'& iDtranet web.,page" lU1Ubitl; 
On 'OCtober 6t . 2008, Enmtcement issuea:theJmilicement~'Whicli~.;.;:\., 

~l)Botber~; the~~PQlicy una ~praetl~,pn~~lJ"o~' 
J' 

betWec2l ,senior BD.fur~ o'fficia& aiid:pe.rSbDS outside.the CotriJt1i.9sioninvolved in 
.mv~1iS. ~Xbibit2 at 37-40 (3.:1.1). 

1batpO~CY~. "Tbep1U'P?seQf~et,~~~iJto.:~it1l3t~c:nm1. . 
... ~ .('.OlbIDUDieatio~ betweensemotot1iCiJJs. (at ~Asso,eiate.DircctoJ'le.ve18D4 aQo¥e)'an4,Ll' 

j 

=e::;::=~~~u;:.:===:a~
· 

'1
I 

,- (l)ttiat~(Z) tel8teto <Jngoii1g, a.etiYo invtstigatWfiSjand (1)O-ecut.b.etwCSUlemot 
· } f)fticlaJS aild.~ii$ -9~\vh() ·~invo1vedm1lw~JiL '14"'-.31. 

:1 
· i 

· 1 

•..•. !" 
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'tbw4DCYltlepUIHJUbject JD~p(OvisiOnaofibe~):.Act.of1974~ and.mayuqWnedacdOD ~ iUscburc to third 
pariies. No:redacdoo has been perfbrme4,bytheomceoflnspect«Ot:nera't llecIpleots pftblsJ:eportsbou1d DOtdJsseminate 
.orCQpyitwitiiouttbeJnspectorGenerars approval 
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J
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'" .06'i.- ...._-#_.......1........ . ' ..:1..1:.1.. ~1.A" . Ji ·....ft~-· .1..... 4.1.... . . •. Om...lft1 -...~.....
Wh_en .~i't~-u.~uniil.Q 1Jre1lOt aY~~ "",.po ~Yll"'es· ~w.9~r _~~" 

weigh sever8l.mctors to'oetetiiiilie whethet;W-have the t.OtiiDiU:Dicatioii, iDcludmg,wh@ef 
~.'; . 

, :' '0' ····18 ". ~. '. . '.' ,e ·.sub'ector·, .' .. ole>.Ule..~( .~¢W ..,~wjt.h ~.~~ Ul. ~ . ·9 _. .. ~ qQJllINI :at~n,. 
whethetthe mvestigativeteamis'aWB the outsid¢:person.plarmt!f:fto ·initiate , 

:t~~=~~~=-t~:e=;:=':L_baa. 
been.bi'iefedaut thepo.tnm1inieatioD, and:whether the. communication-ittwltvlxtattilitter' 
cifur'Benc,y~ ~u'O~~, or'J:;WOTe<;QmP~ ~~,iil wbi@~.o~~ ~~~ 
$eddng~t or te.PresentaUon.·ld::at3'1-38.· 

t.,,·ACCQ~to·~poJ1cy~ ltJ."e.rUPr o$cial~·.e.r.tain~,.~~n.witbout 
the~D·Qr.~:·of.otherstalf~ 1he:seoioto6.idal8bo'Qld1 
(I). indicate 'his Other :entertaiDiiig thccoitJDiimieatibiidoesmtimp1tqm~ (),r' 

a~ (2)jri4tcate:tAey ~e'Jiqt in..;-'.P-PJlUon,(Qtea.c.h-an ~Qnnakea . 
t~iQa~utthe othetiilV~te8lilcll.'lembet'S; (3)Within~.:mOfl::,:,':~materi81_cm~~liiU~~.~ ...~~~ 
. .. deJ.:Ans, ..f £. .. J.SS1Pel~ht~~(.).n ~_~ ...~*"~.~ 
preserve tbe·.~()fthe Divisibn in co~ it$:fiU:t;..fintliug·fbnttionand.pmtt# 
.thepro.prlety, fiiirtless aDdobjectMty*r"ttsilwesuSa.ti<ins. ~ TMpoti¢y.:sp~ . 
.~ ~.seniP.t()6i9ial shOJ1d'hO ~-$dY~ .that:Jln.,.me..r:oat ~n­
:tnayJlPPC8t'to;))C'or hasthepotenti81 to bc8Ddetoptto.~e·the'Jn~o 
teamts:J~~ and e~~t? 14: at 3.9~ 

The'Re!plts of·the OIG IDv_utiop 
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thi$~t;i.$,~t,O;thepiOviSjpnsoftbo~ A.ctotl974•.andfJiayre.q~;,itda¢dM~ ~,01bit4, . 
partles.N.o. ~n basbeen:perlbnnedby tiJeoffice oflnspectof6enemt Reciplentso(ddsJejlPJtdsould no611ssemmate;C 
orcopyitwithout the Inspector General"sapprovah	 .. 

• ,i 
, I 

.~., I . 

., .~ 

,.~-: 

A.	 'The SEC SWI'smtemal8lidExtetuaI Co.nnnUnlc.atlODl R~.,JP· 
Mo, "; , 'for', ' i1e1a~_..ii ,to : 'it ·.m "' .........+:&'BI. f" ..qpm:Jia.q••. ,A.saran~ .............,S .C",Y('$~Q, O~
 
·Steam. 

DuriDg'theweekofMatch lO~. '2008~ the'SEcrs:'DMsionofTradingmiMatk.
,::.1. ... - ~ ". ... .' . ,. " b .... .'.. , 0' ,~. ,'" '.• '"'. , "',-' ',' ," ~ 

f'T~,Q~ bad ,~~Bear ~~. ~1JStiq~,PJ.Mlonsckl~.
 

~: I 
T~ nfTestimi>ny'ofE.tikSirt:i"" the ~tofT1'adlrJg:ari.d Matkets. at.tW4'_'~iai'
 

t 'Pr,l'), A)ril21, 2009,. ~ her«c> is Exbi'bit $"at 1'2;,rna Audit Reporl:1lfo., 446.·1)•. $EC'~
 

~~tght()l:Jii«v8J~4mUPJd. Re.t4te.1i$n#.1J.":1i.rQ/iir..1)~Ri8k~~~ Skd
 
testiiied t1ud TradingliDdMartcets·knew:thatBeatSteamswasitt:tto.uble!lbnveeb:buUmlHt 
bediine more·fucused on the i$me durlng.tb.e-weekb.f,March lO'i '200'8. 8iniTt. ;8t 12. 

Then .SEC.DeputyGenetalCOUl1$Cl.Andl'cw·V<t1ttner'testifiec;Uhathe Ie.arneai JP~gan 
wamtaDartO· - wreB.eat:SteatnS.onSatUtda· MiltchlS 2008 !W1Um:Ro'betUl~ the:
G~ne.tifColJnse~theTt~. co~~_ho~T~o.fiotJ;I~ni'O:t~· 
Vollmer eVd1hiterTr/'), Jatit18i121" 2009, attaChed hetefo·as ,Exhibit 6" at Ul Aceo~,to 
,.70 '"-- Bo' .' '..;i 4'ouo'~' • " ca1I"" C'1)- u;1...;l;],;_ ,,:..;i~t·~.t............ ~..;....:I::"'.... .t._
es a"y,1 JIM-.w :, ...~,~W ~~'...'~. ,,~,tb.at" ~ '~'~J, ~'.~""'~"&,'i'.6~+liI!':~~:mY' 
$EC,:wouiihOld ,JPMorgan.llabie tor 81ty viol8tiODs~mmitted:by Beat'steurrsprtor:to ~ 
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acq11iSifion and (2lthe gta'Vit)rofthe sitUation:StJ8geSleci'thete:,iDiglitbe.a~ :fOr emergency 
pow~ to: lx;: QxvQk«1¥ 1.d~ ~.1t. Vo~ ~~~ ~t.h.~,~~c.yl'pW~ wer.~ l)pt~k«l 
byihers~c that wee1Cencl Id~ at>13. 

, 

At-4:S2 p.tn. on Saturday March 1s, 2008,iCutlersent Thoms.e.n:ap;. ~maila.skfus ifhe 
., ·eould,call:Thomsen aIld .statirig, "It~s urgent.'~ Exhibit.:7. ·Cut1etand Tbomsen:had: a dose 

relatioil$llii?; wb~ CUtl~ w$S the J)n-ectQJ; ofBilfi>r~t,he had 'pri)tnQ.ted Tl16#lS¢n. t<i the 
poSidQ.n..Qf.Deputy D.ire.ctor ofEmo.rcetnent. T~t otres.timQnYi()t'~ Chatman. 
Thomseti (~msen Te')j May 11; 2009, attached. hereto as Bdlibit8.,~.' 8. 

St~~~~~~1:=~~~:=:==~Beat'
 
~ns Witb·Cutterf.·~ugbshe was.awareotatbst;one.Bnib.teen1dilv~n 
involvinS Bear Steaii1S,'not didSli~ 'take:art1action,'duting tIiO·w_~.no:fibd out•• 
'Ql.igQqJtlY~:QS. liJ~ at, ~9-3.(J.~ 

.: .. 

':" 

.'. tJ 

I 
, ./ 
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This document is subjCctto the provisions oftbePrivacy.Aa.of1974;lII1dttlafn:quire:~on. bclbp,;disolosurc;fotbUd 
.parli~ No redacti<inhas ~ pedb.nned by ~ Office or~r GetierlJL 'ReciPienfs:of~ tepOtt:sIIOuIdJlOt-disseminaie 
o:r copyitwid'!out the In$pe.cior ~~I'!J .pp.tQ~. . 
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Thisdoeumentis subji:ctto tbe.pmvisionsoftbe PrlVllCyActof1974..mhnayreqt;lire redaction b.cfurc dIsc1~;to·tlUrd 
~ N9~(»,l.h!l!l ~~bythe:Officeof~:GtmeiaL Recipients Ofthi8'report:shoutd.noHtiSsemiuate, 
o.t~yi~ ~I#ihl" 1Jl.¢torGen~l~Oppt9y{ll~ ." 

· I 

· I 

,...~~ 

f~:I:· ~~ .. 
t·..... 

· ! 

'J, 
, I 

: 1 
J 

$jrQ Also ~f.e4·~ h.~Wspok~ witI). CJw.jimtU.lCo.~ aP.lc1 tlu¢. C91t11M ~ tb!¢ the· 
SEC~s.Getteta1Counsel,:Btiai1·~ and n~~COunset Andrew vo1hner."get 
mvo.1ved.ff 14. Aceording:to Sirri~s e-iDiIil,the.Chairman '\vas.. ~:eonc.emed 'with the 
#mnt'hat,tlw~nef'~ tak~ lQl4·w~tbatrone.fW:Qul4.·~:tbe.tormal.~ 'Qf~. 
SEC's:Commissioners.to .1ll. 

OttSimdaYi Mittdi 16 '2OQ8at 8"11' ..... ThOmseh· ..e.m:Cuttet,. '~~biDJit;
lia1llid.D!I!etQ~ liJbUH! !:i~~_bo';'tM~bi:~;oW~ Jjg,

.:,1	 A«x>t4ing~ Tho~".did OO,t t~tltat·~nv.:~u:with~:lJpt.QQ .~ Jhe;JpP ..... 
_aloi ofpeop1e that day. Thomsen Tt~ at24,. Cutlert~'thathe b.elieved'Wspoke wit1t 
TbQ-'b._ee.n·tWQ.:fQ·.ib.ur~.~~ w~·ot~e1it$.-1-6, 2068. ·tJU_i"tl.·m~. I'	 

'. 

'l
 i· ...
 

.Atlf:.40;a.m..Ql.1 S~~t6~ iOO8, $itd·~gW'tfJp~ 'Vo.~-.4
 
Cartwrigbt Jisthlg Cutlet~s requeSts to the. SEC, in~~
 

5)·.Assutatice that the. ,SBC 1Votit take[!iltOtceInefitl . 
aet:-nn Aoa1ndB...... ['C!40..~~..]'. or·['..tt''iA'''tlnlnl.igo $Q~\ 
~.~~~~,;,,"::7_''':~''''p'...: ~ii:': "',=~:.: ~~ -,.:._.:....;1
~mCOllU.0iUUn w:~,t. ~se_lN.-~~·"'.WIol,Ut;l!ol" 

atBear [Stearns]. .. 



. , 

I. 
J	 Thomsen testified tbatSlie did not believe thai Ottler'$ ~ests \\tete '~'outta~us;, ~ I
 
i
 

'~as I tbfuk:'1 ~ned to bintiathe- fkstcaU,;it. 
lhe~ weiesome ,C()Jiduet6~W at Bear-StearnS 
'befP.t.e;JP;MQrganc.base·W llIlythingto. cw ·wftb8_ 
'Steams,. JPMorgan Chase.acqUites.Beat Stearns iiipmat 
t~~of~ggv~;\Ve.~~~CQt,~· 
~ DivisiOn determine$~ bashem.• vib~ 

.k, ofthe securities. laws tbi.t Beat. ~leams .engagedm:befOm 
:..,.'i . ~~1VAha4 ~to .oo1'iitb itd'~ut 

.involvement of.JPMo~811 Cbase, oranyone.at J.P.Morgan	 .: 
.. ,.	 ~ 

Cbase;.1lasedoliDW·expetience:8t.1beDMsiol'1of .
I	 :ltP.ib~ l.tIJ.o.~it ~e.ly:~:~~D, w~~
 

Jec.O~.entOr~l·llttio4:lig_JPM~tgan ~.
 
futihiit behaViOr. ,And I1OO:iJgbt,itunHke1ytbatthe, 
~J:nID~~ion WoW4~:iUi~~~».~·
 
.JPMo.rpnCbMeJor that ~mlQet~ . '.,
 

;~xhiblt: $.0'
 

CutIet'stequestlot ~ iiomEnmrcementptompted sevetal iiltCrnld discussiOm 
betw~'tboms.en and theS.E~lomc.eQfthe G~CQ~e.li(~~. AQCO~to VQtb.nel:, 

. '~w~·OOC's vi$vs ottwhat the' S.Ec.'s~n.se. to JP.MoI,8Ut1~ reqp.est;sbo.U1d•• 
Vollmer 'ft. at 3,8. VolhnedestifiCd.:thatJiom;tbe.:begiimiDgJ\ve-alltejectedthe ideaoflttbvidiiiB . 
the~c.estQ(lt·.JPMorgan·~uested." 14. at4$.Head4~ 1Thomse.JllsMl._iy·~ w~ 
wec.a:n't .do that" Id,'at46, Vo1llDer reiterated tbat Tho~ and OGe agree.d; itwould not11c ~.. ~~, 

j)rtJdeilt or .adViSable to provid¢what JPMorptttequested. VoUinet Tf~ at 7~ 'VolJniet~	 
c' 

1 

ro'	 . 
. .'J

I 
~.. eA
 

:t.::.

. .'.,

Butwe~~tbaUbe~e_·attaDsal.Jlb.eibi . 
discussed that Was vea, iinporiatd.to :b.Ditio.blilCiCOJlOnt1" 

.~.~. 

1i()~·w~W&.~~ egd:~w~.s1»~ 
1 .	 eontemp1ate,pt'Ovidmg something that. wallkl·tSSiSt the.
 

ttmisatUoii bUt Wiihout8.0iDabeyolidbouo.4s'tbai:wc.
 
~ .- " ....tb.o~;QPPJ:'Qprlatc, wlU¢h WQwa!~·~8S:W~..s: 

prudential. 
14.	 '+' 

.~on tbeotbei' ~testified:tbaf~mftililty said'she• .ueQiDfbttaDl~ . 
~(M1er~~et~~~«l. ·~.tt~ I¢.~t~~;'-~~~~ t~ed,that-

I	 15 
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Thi$doCunumtis S1,lbj~~to:the prov.iSi~ o.fthe PrivacyAQt ot1974janltmteqtlhreda¢tiOnbet'<*e d~lQSI@to~ 
pad!es, NO~Pnbasbeeitperfon.nedt;ytlic:omceot.InsPectot~t. ~ipt~ot..ms~~":~t:di~, 
or ~py;itWithQut tbe InSpectQr General~sapprovai~ ' 

,.­
" r 
r:+ 

"j
 
1
 

'1. 
I I' , .... :-: •• 

.. : Deliberative Process 

:1 ~.~ =~ Y~~N~~ ~~ ~~~~~__ 

. ] 
.. Cartwright testified ~ the iSsUe o.fsteatestconce.tn't()hini4~as.tlte; t.eg,uest~y . 
JPMo~ topr:oVidl'. rellef.~ ..SO~ thn.n:with ~pe.ct to: potential tbture:emQ~ ~ns' 
relate4 to condllCtbyBearSteamsprlor to ·~acQ.u1sition." Cartwright:rr.:at ,zQ. ~t 
recalled that ThoJ:tJseil:Q9nveyed·tohimtbat.cutlet was. eoncemed.tbatthcHJ.()iDiiiisSion:pmYid~ 

r~li.ef~ CQwd JlQt~.r~Ok.~ bya1At~ cp'n:m:U~.i9xt t~, 3t,~h :E,I~·~400"~·~;w~umte:r, 
theimpre$Sion tbat'what CUtlermitiaUYt~¢4·WQ1J1d"b.3,v~·t~c;ltl~$"$i()n a.~n..:.jf 
someboWtheturreDt Q>tttrIiici9iOnwere'{optovidereliefthat wouIdbind -:future commissionB'. la. 

] ~ 32-:i3~ Ca.nwriabt ibrt&ertestUied that ~·~~.~,8;fb~n~()f· . 
I

.\ 'Bntht~hebtilieved,CtJtterwoll1d understand, ibis: ~.efwoulilk "~~gtYdif.Ji~_fQt
 
theCOi}'tttriSSiij.rtto provide. Itl~:at24.
 

TheSEC_SWf~ eoDsu1ted'Witb.:a1:Jo\lt ·CutIer~ttrequestwerea""ate·of:thi; 
re1atJo" .' ;.. :. "..' dUd . Sirdjs, .tes' m" '. ." nst._;i._.:athat . end. ,.... JJSljip ~een:~~~. .~,. . ..JlQ. ftQ ~_ ,~~ .... weei:.. 
With OOCand Tbomseninclude,them]k)wingte&ten~' 

'Exhibit 15. 

; L 

I 
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T!iis :di:icub1el1tis.sub~to. the pnm$ions oftbe:Pri~AiltOf 1914,;:andmay.m:(lUnue.dactionb.efb~&scJl)$W to. . 
pstiie;g. N(H~.iI,_ been:p¢"orm¢d bytJie..~ ~f~fo.t:Gener-.l.. ~p.- of~ repi)lt8l\()uI(hlOtdl~inate 
~~Yi~'Wi~·~~·~~.llp~Vld. . , 

~. '. 

.. 
:;<I! 

:.~. 

~... 

! 
" : 

f 

. t. 

~ t 
. ,. 

. ·At 12~9p.m.on Sundq.~16i 2.00~:Hoyt~"·e.-mailto.Q1tJerl vo.1hncrand 

:;::=~a:i==~~io.=~;~:p:;=~ 
JPMo.'r~s:le&lll teams and'the reguJatorsto ~the v:ariol$pti1dingiegal i8ii4regulatory 
i$$Ues. BXhibit 1:/;. VQ1Jm!.':t irnrnMia*~ (1 :O~ }l.,m.:) l)iWiitd~ H().Yf.t$ e.~ to Sitri,. ~ 
and'Tho~ahd stat~ "l t.hin.kErik,[Sttrl.] and LindI,{11Ioxnsen] ShoW4·;o.initbeatthut .. 
propose that Brian {~1 and I stayo:utsoLinda,and Brlkhave SOi1e~:8.cxibiUty to: say'8he 
~·todJ$cuSSr ld~ Vo1lmertesf;i1ied~he,~his:.~n#.a:~:iDiW~,tlieBOal. 
\Val to ~.belpfi1J'bl¢ in ~ .nlO$. ~w..y~tbat·~ ,toclQ ~:~ tmOQllt..tq,h:he1pM:tQ'l' t~ 

. tniDsactio.tt."· Vo~ Tr:dlt79~ Volhnet.btn.eved ~ Wl$Wet .... ·thatiiQ·seDibr persc5i1:ftom
OOCbe ' . the ~ . that tho'· and S· "rild~..u in " .. 'to ~ ~ 0: ... ' that•... .()~~a:utit '. ~",~:; '~.r~';' ~~c··~:,··~··'it ,~~~.-. 
;t:1wy.WW1t ..... _ .... _"·@~HliWw()~1ike. «)~~.o~~,~,,~~ /4 Itt,~ 
Thomsen and 8ird pat.ti~~ m:thatc:onCeta1ec call;. ~an.d'Vollmetidid b.Ot~ 
TIiOD:ISetl tr.. ~ U;:Vol~"l ... :~ltJ .~;. ~gl1t. 'tJ:.JJ"$-$ "', ',. 

,". 

f ., 

'l1to~;t~edthat,. 4uringthat l:(JO:p,tn.;. ,caU;~BnWt:~ent issue·was' dfs:c~ 
but didnot reiitt:mber what she said 'or evenwhetberCUtrer was bntbat talL· Thomsen Tr~. at 1/1­
·28·DuiitiJ1be~ :ThQliJs.etlS¢i1t,~e-~lQ~ $m:~V~u. $~.:~~~Q~~ 
~;pn)cee4h.JB'" the ~,wc~(d:wo,gotw tb9 c;nf~)~"~ ~'tne. 
. '~10--';':" .'tt n...1o~17. .""'~1_ +~..-.1; .k-.. .10....,,~1v.-..w...:1o... ---n....a ....lo...,ut theilicnssiDu.of~,
O.~.WIl1e.. ~.q,.. • ""~ "gtu;ug,a; &:U&1L.'WHlua..7..~.~l~..CWll! 

;~_edt1ml'tDc:i:DO.· can utilattho~WiIS:-mtt~'I:-~:erico~,""v.'·~. " g. ,p.m W. "_" " _. '''I' ..­ ..,.,..~.. 
'Cu,d~ Tor" at j8~ . 

;Ji.o: 

. 2't .. .... , . '. . . •- '. '1:_~ (~ustt .­ -~~tbat-M-...fAt· . :0 p.m.,~sent S1rr:Ugl,('·..~ail witb~~~: . ,~~~IM' ... ~ 
.~, 1... Wo"ft m 1--" 1;-....:t· .. ....f';_:io.....'I.-",fo _ ...~ · ••ti:i .. 1:' ..... .......A .. ........c.-+

J;. m~Q.~ ... ,r •.~~~ 0I:IIJ.IGU.CX)4~~:~"· ",..~wo~nn .•~trtJ.l)QN$JY.:~A--.u. 

'action as aresult'ofollt controlbfBear:S~ JUiOrto. the.t1Dile oftbe·p'urCbase.!!':~Bxbibit18 •. 

. 

At 2:3() IMrLon Sunday,Matcb:16, 2008. cartwi.igbto..mai1e4 tho. PrlncipalAssociate 
:~cDlC4~,add~~~Co~in~·~~dh~.~~~ 
'~msenlJs prepanog adtd usu,nw,ce.s 1etterwhl¢1uvill. seIf~~ry. n' '. '.'. 

11 
. 

. 
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" 

Thi$,do.cunlentis,~j~1O,t-cproy,i$9Q$of~~~,Aet9fl914,~~y~~~tedi$.cl~~~ 
~,No~Pn,_been~~y~,,<>fRc»ot'Jns~'~ ~l.91tbill,;tq)Ort~a;pot"c.~ 
prC:OJi.y.itwjtll()~tbe~t~tjtiPPl'Qyal. 

would go'to. [lPMorgan] at about 4. TalkiSanno\Jll~ofthe~ionat s....n Exhibit 
19.	 ' " 

At 2:36p.m. Thomsen e-JIlailed,~ Vo1lmetaDd Sitri:,UJraftofa lettet'to'
Mo	 (the ' " , iT ,.'. " , :' , . 'oW " JP "', rgan :"Thot1U!en dtalJ ').Exbibit. 20. TbJ, thomsend~ 1Q.C "~:' , ;' 

Id. 

Tb.e_uninQe. in~ ThPlllSen Qra1l relate,(} tp#le.,"(j(JdayPt~QDllO~p¢rlo4~ W~ 
,nattowertbah Clltlet'$ original ~uest .. Vo'llDier'Tt.at25... VolhnettCstmed'that; 

! 
, ; 

" 

~j 

, I 

! 

, , 
. I 

~~ A 
; "~' 

it ~:i:36p:.n.'.hftor1be",is,the~tdra,thhattheQIG'~~ ,Ho.w~w.er/n~~.$;~i1:,~ 
circuJatedtbe.~1i'afb~~r~J;toit. "a.~~dndlWl:!lK.tet ... ~lbat_' __JI4~~.~~, 

=~:'~V(llQ~~~)t~.~~.~~P.~~_J;u.op~~r~, 

18 
" 

" 
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11Us:document~is$UbjeCt~ 1bc pto\ljsions ottliePriVacy4ct,of1914,ill1,hnliYn;quito ~'~ ~~(t_
 
'parties.Noreeiaction bas ~pdmnedbytbO,Ofi1ce otIilspectorGeneral. ~iCnts"ofthiSrqMXt shouichlOtdisSeatiiUa1e
 
;()[copyit~utthe'JlIspectorGelleral'8lq)p1OvaL"
j . 

I 

:;0.'" 

" .':'1'

.... 

., 
i 
I 

" "f 
1 

, . Al~CJQ~,wh.oat th~ tbne~ttbis.ln.uI~f4iQJ.1~a~:G.~d'Co~~ ,~'~,
 
"Tho~draitand¢iteuJated'a new draft:(~'~hrndtaan.)to:~ VQ~end otheirs
 ,
 

'1 at3;32;pttloaSUriday. 'Bxbibit21. Tbe,COhendtaft:~,-fromtheTho~:dtaRmtbe

{ 1QJ1Qwmg~ts .• F~ ~,C9lle.n~,w~ ~~Uo.1.'n,bemg~'4~b"w,Gut~,tq 

Chainnan:8bd,cEO 1ames Dimon. 111m i1dditiotheCoh~:diaftdeleted,tliesetitence st .' , 

":': 

" '1 sanenceout: 
, 



• • • 

.. . ..­• 
Tbi&~isSlibject,to1heprovisioils:ottJlc'PrivacyActoh974,andmqreq,ulreredacciOo:~disc~-tQ,tlikd 
parties. Nol'CdactionhasbeCnpcrfbnnedbytbbOftlceofInspectOrGenerat R.ecbrients-of1bis~reportshouldnotdisseniinate 
or,copyitwithouUhdDspectqrGen:~·!I'-.pproVll1~ 

, .­
.~t~ • 

. 'l 

} 
.' , 

... • 
; '~':. 

:., . . 
....!. 

i: . 

•B8sed on OlU' C\1rr_l1¢ers.t.andfu&lPaUY ~tdJese iwtODl 

weigh against '.recommendation J8)mJhe:Divi$ioIi6f 
~l3¢9r~~l' ~.~~.~tl-S_D~ 
directly.or indkectty~, arising.outofstatEme.otsiDade·by 

20 



'ibisdocuinentIsSUbject1o.tbeproviSionsottbe~Y.Actot1914j;aiill:tnaY,t~Uite:tedaCtioitbCtote.diiC~toihitd. 
~par.ties, No.Rd8ctiOnbas bccnpcrbmed'bytheoft'iceofInspocfor.GeoInL Recipieucs·oft&lsIqXJItsboutdnotdiSsemiuatc 
oroopyit.wichout1he Inspector Generars approval• 

, 
i· .. " ". 

,.,,/ 
:....~ .• 
, , 

.iJsq ~.~. 6() aaY.J.priQr·~ thepobfic,~~ofthe 
proPQsed acquiSitionbY JPM.: 

.. 

'. i 

. .~ 

.~. ,. 

Id. .; ~ .. .. 

:' ';.. 

·i· 
:z 

ld. 

W¢h,~.top.Q80ing:inv~tio~thebimontetter.is.tat~ 

[NJotbing.iQ. thi$1.ett«'Shou1d. be QO~Mr~c.hinB~y 
~nts to the underlyiDgmet1t&of;any·ofthe:matlets. 
CUitentlytiDder investigation or those,that-maybe 
iu:v.~e.4dn. tbd'gf;m-.,. , . 

. ,I 
I 

. J 

... ... 
.,";, 

r' , 
....·.1 
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B. 'Th.e,SECStars Actio. R"J.,JPMQrpn~.Req1I_to.r'R~lleflleJat¢.Cl 
to Other Issues . ,.	 ,. 

lbe.~~~,_\V~,nQ( ~'QQJy ~~~,~... ~gM.otgal1.$Q~I#~:~ot 
clarificationbm the SHe during tbeMareh 15.,16, 2008weekead. Ott Su11ds,y, Marc:ll~~ 200,8.~ 
:SUrle-mailedThQiiiSen.VolbnetandCartWti8.J1t.aJist:ofCutter.srt:q1iestS.to.theSEC.as:mUows: 

.1)Bsnergeneypo.w~ to~· ~J;¢I.:Ql pf.9.ear$t~, 
IProk~dea:fursl aso.ftomotm~~ . 

~) ~~Cf:P9W.tQ·~c;Q.mQIQ{~~" 
0" .... 

.'	 j 
[investment adViSors).(w:hicl111dl!ise, :8Imtlgother 

" tlUii~~te~eted hiV.esbhent comgames) tOmorrow. 
j 

, 3}. ~t:4Ipd4cip~ ~~m~ ~fk)~'W~f)'~,~ 
<.	 ':. tbat we're-:effectinitrafis'acfions,startington1(ill'OW.fur 

Beat steams matJ8gedaceounts. 
4) ,~~epprovalot~:of~t' 

ExlliPit. ,l,4,l 

In~ilse.to those requests,: at tbesametitile that the sEcstaf[seutthe.Dimonlettet, it 
sent JPJdo eral ..t.. Jr;U ..1MiAi:n.. ~i..., ~_I!if> ~ • '.. , ._.........ii
 . "; . rgun,sev '. 0\11(1' "",eta; "'-:&&:..7""":' ~iJ.~.8 positionon CClitauulJaue.nl!C;:O~

, 1 
. ~	 With.,themerg~ •. See Exhibit '23. 'Tradibg.and Maiketswrote.am-.Q)ludiefWtet addr~ 

the·~ ofJPMorgan's,fiJiDg:ofa FotmBD· With tho SBC~ Ex'hibit. 24. The. Jettet's{:ated that " 
T.1'JId1ng~·,~:WQ~;nQt.recP~tn~~~n.~·tQtl'wti:oih&ot.·< .' 
JPM()t_~$1iJingof.Fontl BD With the··Q).n:ttnIs$km. Id.. Tb¢Tfadullfand.·Matk.1etter.$tatM 
that it wolildI;e.icceptabte :ifJPMo~an .1i1dcltt ,completedFom'sn \VitIiinateaSonablO 'lime aier: 
~B~St~J.PMQJg~ merger clQ_ w~wQs~~o:Q~~cb1D:.U. 

' ..	 transaetioh lit. " , '". 

tbe~.QfIav_M~:~~_Mab.~\Wtetwoktl_ 
tOncemibgissues.arlsii:tgout oftbecbangp iJlcontmloftlle1n~~j).~lhaBJar 
St~~.~t\l,n.d~,p~PJ~~~ma~nS~.~je·iOUi:~M()~pd$. .•. 
assumption.-ofw1rtr01 overBear S~8,-.lVJ$Ory .fl'ea. E.~.25.•...NQnnan,ll~C'. 
control.ofthl:tadY.isetwould cause ~.~Yi1oryQ)tilrattsto. trnninate;;:and antn..~n'OOanl, 

..., 

< ' 

:.::~~: ~ .'1;­
.; 

,..•!., 
~.~.; 

':.~:" .. 

-:.: 



.!.. 

~doeUD1lll\t1s'subJectto1lieprovisionsotthePtivacyActofig.74,8Ddmay'f.eq,uire'redaCtionbefutediscJo.sw:eit!J:th~ 
parties. No redaction has been performedby ~ OfliceofJnspeetor Geoera1. Recipients of1Jllsorepmt sbouJdnotdfssemfuate 
orcoPY,itWitbolJt fbe.JiJlpectoro~'s~vaL 

:~ , 
'. .:~~. ,, 

, 

o C~ t ..~ Inv9"'e..entooftJi~~.4tt.~'C~lijf"~D" 

. .':
t 

o , 

o ( 

o 

' ....• 

". ,1': 

:~ 'oj -• 

. t. 

011 Sunday; at6~33p.m7 Sirri,e-mailed;the.Di'ettor ofJn~ M8iU1g~oADdrew 

D9n0~ 1UldTho~ QQPyiQgo~ sac o~ '~~8hou1d PJQ~b'iQWl'AJi~ 

," 2a 
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..' 

; ..j 

'I 

.­ ..{ 

Co1tlltd$siOn about the ac6:rities over thepast 24· ho~ ~~.[:~ ac.ti~nl re1i.et·~videcl" 
:BXJ'iibit 28.Sirrfas1ced that Thomsen and Donohue.pro'ride·JUm With laQguage to iWmJde m,aii: 
~nWltQ:the CPD1Q.1i$Sion @Qut th~r~IietEnth~t M4,lnv~tme.nt.~~tp1l)vi4ect t.Q 
JPMotgait Id~ 

·At U.:Slp.ltL ~nSunday,.~ch.l{), 200$,;Sh;:ri:~.e.d.~~pher¢Q~Qlld: 
the othettW'o sitting Commissioners - ,CoJiiDiiSsionets.Katlileen Casey.ii1d PaulAtkins .-.- tIle 
fullQwi,ns exp)anafi~n o(W~W~ired QV~·the.w~: 

t:_ 

;.' 

. ~ 

., . " 

Context 
. 

We have. been coordinatfug cJoseIywith tbeFedetal Reaerv.e 
ilild TTe.-urYP~t ~or.~nd tQ1biS:w~)sCQ~ 
i11CQ~en~ inBe;u- Steams: ~ . " . 

. 

j 

': J 
.' 

.;.... .... 

. .J 

"-:.­

'. ::. 

'I... 
! ., 

·"'i. 



.~. 

..! 

,:. ; 

,This.documentis~bJ~to the pro~oftbc J..trivacy Actof1914•.and:m:q·~ tedaction ~ disclOSURi:f(1third • 

=;~=:==~:~:()f~~ ~'~~pft.his.rt~~il()i·~; 

to jOin them. In turn, w~W= invited to jQm tlieNY Fed 
stafFai tbeitDBiceS toaoaIyze·lheinfOrmatioJi.We.weteJil. 
~n$ta.nt ~ntact' thropghQ:u.t$.~~y3n.d,1Q~~ with the· 
TteasUiYll the Federat R.esertt.e· Board.. ~and the NYFederat . 
ae,se.IN~ B~ tt ~~·tb!(~: Qbsen.t A·bUyer fotB~ 
.$t~it.llJ,1UIt~baAk.rupt9Y·QnM() ••, ~~, . 
MutS·passed, JP Morgan emerged ·as.the sOle put.cl1aset'. but 
it wu rducl;W to ·pw;clulso :a.IS~] ibr J, v#i~of 

. • :j.,,i:...... its· . .._.<:_, t!_1....'1~ __ .4!'~ B ·S......._ ..
reasons; :IDC..~ po.Kiu.l-~' WIU~ ..JA1f ear. '._....., 
.	 'stat~.ai1dpbfeotial:delays.ln..ttansr~:oontroL 
~~rg~·8$.'ke4wtQ~ ~~~ ....' 

\	 •. ': 

Enfurcement letter 

, 
\ 
l 

"'I
 
; J',
 
", .•.. 

I.,:} .'. 
J 

... 

,.:. 

t.·.... 

~~ 

"-:. 

'.' ~ 
.:	 . 



,. • 
~~not.r~)Ub.at Coi!tlla4~ wbdbef theQ~~~iQnersSbouldlie:· < .. 

'~rmedoft1ie:aituallon,'; CartwtigbtTr~ at 32.Cart.wrlgbtt.e<ttbat hel)e.Uev~
 
C01ilD:ii$SiOil;awroval Was not needed'befure the DimonJettetwlSsen;as iDJlows: t:.
 

Wen,w~wew.-e PIQPo$ing w.do ~did:ilQt.. 
·
'j
, ,. c·O)... .', • nadio .... .. ' " ~M' W. as," '. •. "".'req1,Wi iIllI1l.1SSlO ~ en<!, :gJ., ~ .IUQ.OQSiBtent 

• .1 ·may.be'aJittle bit o.fano\'erstateii1."~Ptitwas.tbe kind·of.~. ~l 

.~ntfu¢ isdo.-e w1thQut'ConFiiscjiop,$v.olV~ 

Id. at3i~33. 
'~'l 

n:...~ that ........,~tbat.,.:L ... inthe
r . 'tit._.L~'''''0'iTO:.. did... not ."..)/fiD.d'an: .SEC-·. .l.uq;i
1-.Qt PQ,w,.,1' , ' . ..~_"..,. ..... ~RattiC'·..Ipal.l...t.J .,
 

,eveol$~fthe,w~ke06QfMar¢h 15--16., 2008()btiittib~ Co~tt~~'be.ti>.t¢ltIakirig
 
8l1f-critica1 deter;DinatiQns about the Viability'offututeHmorter.1lim;invesUgiitions. How.tWet, we
 

• f r«o~ ~.·~cirCUQJl!~ ·~wld.'CoJPWi~!1i~Vat~req\lirf4.~wa.·'be·~
'so .t....", SEC _.. . ..._# . . w ' f,..1-·....:.. au'~..,:,,'iotfu w'tio""""'· ...."'~...;;t:d·~.' .·....•. :-.....:tl..... ftt'a'U'b-u..:I 4:";"_~.' . LJIl:I,I. . ' ..s.._or~ are a: are 0 .UD:lII:~......r ,tlQ.l;~: ~&IO .~ _~ ',ou"" ",",\1&' 

CommissionB. 

· 1 

! D. . OtherEDfOleeuaent..SfafrAfte..,W·wBecome;InvolvtcUD til_Dee_a... 
f Makbig ProceslD1¢JDg the Marth:IS-lit 2008 Weebiid 

'1'bo.J:IlSeli testifiedtbat sb.edid.· ..'t info .' ;. . .. ' . no did8be '111 .. ·t...... :...~ . .' . ".. . ... .... .... . no. .. .we.n}'O~, 1.'. . . 99__ ~U!\~~""~ 

~~in:~t.uttbepropos.ed~n\1OtileACftheJPMq~~ 
ttatls..adionbad:altea4ytatal lace. Tho1tiSenT·· at 34' 3.5. TboJDiietltes.tified:shedid·liOtteeaJl 

. ~..~ 1 
:~ . j: ==-~====~~.~ .. ' 
:" j. 

( __~~e.n.~~~Qt.;~~·~tbl¢·.,jQtmecl·ot~;
 
· I Tta:nscriptof
JP.MQrgapI8.eal''$tearns~Jl~nSunday.·ev_&Mard116~2008.


;- i .~estinloJ1yofAntoOia;Ch1O:'1(~ft .. Jan _ attac~h~~ExlDbit·~, at.'S.:•.•
Tt.~. .12009~
,.. ,z i ==~~~=lrn:ris~=:~~~
· , .~.,d·.t~bOtte canJiom:thc;Umt~fStates At1oriiets:OJ1i~'~SA(F)~el
 
J' cliiii~lmv~~,'4visUi&~~·~~~~·~~;~dngtQ;~~t~te.y'or
 

wotiJdbebouglt,.aod.·that'JPMol'g8l11uJ4-rqchedout to the USA'01o.a.etern1ifte what was, .. 
" " -;, 

2($J 

\ 
.. .1 
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this docuntwis ~tOtbo Ptovisions'oftbe Privacy'ACt of1974.aDd.Dyreqwe tedaction Wore <Jjselomto:tWta 
parties. No redaction haS been petfbtmed bythe:officeofInspectorGenera1.R:ic~ of.thJS·ftlPOd;:shoutd.not.~· 
of¢()p~it""itbout the InsJXlC!or General's approval~ 

."! 

! 

. i, 

. .i 

. 

Chion:testified~atterhet Can ~eaned ·thontsenJutd.a$ked.; '1.')id yOll
know that J~P. MOlJ.$imaybea~$'11ear.~~AttaiS:'8Il¥one~, . 
BDfO'" l' int--'~'r' 1dolO 'TOOt 1d ......... ':'Llen · ..t....,,;;."" .........i.;....... tran -O'... ~;s.: ~,~~ ·· ..• at. q"'" .msco. 0 .~.im~: .. ew~pt,~~·: ~ctWll 

and tbatshebadWIitten 4lettet·to JPMorgm Id.at !:()..lL Chion testi.fieclthatsOmwme later 
that night; ThOmsen calledhetback ~1'eadCbiOi1the Dimoii.l~etoverthephQ~e. ,4.. u. 
~llt~~tbat"she~~edfl'hoIll$~~~..sb~wM~ncetned.ut1g~~~ 
B.nfbrceme.nt.'sqerestswerebeing.tepreSentedandnotio&; "~ .• dil:IdY·1t1'ind:"I didn!t kitowifthe 
Co~n wasmeetiDg,.because the tommissiOn dQ.esmvethe1PJ1hori1;Y tto:ilQtbri(Jg.~ 
@fb~ent.~nlr 1J•.~. 36. ChiQn testified'·tbat wlUle:'tb>.QlSmwa.sr~&letterto·~ 
she wes:thinkin.g, ~'Does that d() what wen_it todb'lDOestbaf:keep a]t()f~1lr:()p,ti()ns :open'l'J 
Id.at 35-3.6. ButCbiontestffied·tbathet.second callWith·1'bo1JiSm.was not IiiUch Qt.giv~;qJ­
~~Avm.ation. 1.a.1¢~$. . 

." WIdlO~1,1did no.t.thitq:"'•.~'Mth·~.~4l.lq·Qfibatw~~·W"~ 
Rbiar4~the'De,putyDirectot of¥[CCJDeatatt1Je;~ P4:sc.o.tt,Frl.~.•:A$$boiU, 
'~r:inBnm~~that-theyb.elievedChion·WalnJ~p'py.tba.t:*hadt1Otbeeij. 
~iis1ilted. T_¢liptofT~YofW~1.U~{~~r.'~fF.~~(K2008, 
@tt~~tQ as'E~it$2, at, lQ1.;'t~tofT~n.),'·o:fS~ttF.tad'"Ftiesta4Tt~ry,. 
Januatr22,.20og, attadtedheteto liS Exliibit.33t at 11.4.41~ ~di~_w~~ 
s" 'ke to A:.:"'on·~.i'...-~-, · :he"'1 . edtbat riL:.,. t....ateae1Jedotitto Tho . ·8:._..'f-..' .....ilP9 .'. ""myll. o.•¥~~Yf-. ~... ......y~n.~..,.... _ ~gJl ~y~ 

tbomseu."bl~heroit" ~.Tt.:dt 1.0h R:itc.iardite.stili.edhe wou1dbaV&;~ed With· 
'Chiou tbabveekendbeca9Seofher$fOup~sB.ear S1eam&mvesttgauon. lit, :l.t.81..:$2. 

.0,;, .. 

~.. 

,..
')' 

. .\.. ' 

.,~. 

~7 

". 



, , 

ThiS doeum~ $$!1)jectJo tbe'F()viSio~ 9f~If.dv~·kt.~15)"4; _~~~Wl~~ ~Iosutc b,)·tJiitd 

.~=y:~=t:SJ:==~~o'~~J;.~jfi~ofml$)~~Uld'~~ 

;.::.; ,".:; 
7 ... ,,', 
l 

Ricciatditestified·tbaton Sun:day~~ch 16; :Z008., -while heiWas. sitting With b'is.,WnJiy' 
wat;.,f,AA... teleViSion "in1Q ......"rim"",. inNew"Y'ot'" he.r.eceivr~ a can 00 his:eell 'lion' i1iom.a ... ~ ' ~ . .~ w... p. ~. 

repofu,r' indicating tbatJPMorganbad made..bid fur.n..-.St~ Ricc.Uv.'di ft. -.t,74,...At9;16 .. 
p.m. on sunday, RiCciatdi e-mailed Thomsendothefsatthe.SEC describing the·
 
JPMoTfJanIBeat steams transaction:
.. ~'Qc •..",.' " ..... ' ... ," "' .', .," 

T1.lP.~fu:nneAjat~y ~Ql)de.4. tQ ~.~"t'y~:~ wQmna Ql.J: it· a.U.:~y 
today,..,WiJl fill you in tomorrow." Id.Ricciardi'rep1i~· askingThoms.eb;: "Didwellromise: that 
.lPMCw,ould tiOtpiCk 'lIP ;its regulatoryU8bilities'P ld. ·~testilied:be~p.o~ hiS.q:nesnon 
:(brtwQ:re&$()D$. R,icciardit~.~t 78. :F.'mt ~~~t;·$m.y~~~~~n.lld~ Md..~' 
ate..rtOt aJlow.eato ~ to'tbUd p8l'tiesaboUt:tlte.m, even.mtbe:contextafoneeompatW's.·due 
diligence.relatedto.a.poSSible quisiti'on..'ld. ~~ ·lUeciaidi..testitiedtbat:liemewstdltad. 

, c.QA~.m~r~vt~i·~tewd.~~~lIl", TJJQ~:~~·m;~,~~,~Pt. ;Q_, ., 
as I sIid.we can·discuss this. tomoaow." Exhibit 34. ~~ Tboms.en'l,u;espoase 

. as'.sipaltbat.shtldid·notwaDt him Bivalved in: i&e sii.1IatiOo. :R.itcliudiTr~ '8t 75•.1Ucciardi 
testitied: ~ .:bad no tUrtbercoJ1'lll1UQic.atinwfth1b.omsentbat wee.kencL Id. ,at·8.4. 

Rieciar.di .testified tbal.after'Tbomseneve.ntuatlY' gave hint~B:opyofthe Dimon letter~ 
ThotnSen $Bid sometliiDStothe,effeCt; Of; ~1khowyou mHmh~J}Y with~,~ thiS Ietter.'" 
14. ~:t~tbathe.~~to.~~.~ '. . 

". 
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I 

tmsdo¢~issubjecttO·~J)tovisiQnsofthQPri\IJCYA.et.ofr9'14.lUi4~~~J1beb'Od~tQtbitd 
partio8. No ~bas been perfonnedbythe officeoflilspcetorGeatcrai. Recipieofs ofthis l'q1QttSboJitd notdiSSemia1ate 
or copy itwithoUtlbcIhspector Geoeral'Sapp~oYal. 

:. ... , 
. ! 

Dep~ifI. @1IlJ¥lt inc1u4e4w(lep ~-eo~ Up. 19Ji.sJ_:W* 
through th$D. 

ld. 
Riceiatdi emphasized that he was' not critical ofEnmree.tnent's-involvement duriDgtlie

weekendittthelPMo ' ". " uisitio butfbat .1..... :ro~ ,n'f,DJ .1.":1(_ ~..t"'L"':Ve,b.¢.eu.. ''', , . ,~~ .. ~.. ., ~,:"y.~p" JJI.'"",,~. ~~h.~~ .' " , . 
taken t()avo1dan.y~ce'problemwitirthe~. Id~ ~:96•.~dit~:thathis. ; 
exclusion from the,pra.cess ·th8tWeekend was one o'ftlio reasons 'heultUnately:le!l thO:8&ettey. M. 
at Hi..' '. - . ,. 

'~'~: . 
... ~.' 

lL ,On MoD~Yt Mar~h17t~®8~'l'b.o~. Wo~,:il"'~mment$qft:Abo_:Ua. 
:'Ey.-.. Qf,the Preerdi..gW.QQ.d ..4.~et.with, ~s.taft~:tb~o.goiq; 
Y":y~tP ··o'·:f.b_~rS."""'''''.·:... -_.,.., ~_ ,~ ,_~a 

I 
! 
i 

',1 

"'j 
1 

_l~ ..t _l.~~ In ~ .i..-' .~o 

OlE Staff I 

OlE Staff 
'" 

~'l' ; ~i It .. ­ ,,~ 

.~ O$~oflnteme.tEIUb~J~tbI¢..~; 
Matcli Ri.C8IlM& TbOmscz.co~:amessage. to·ihe: 
e:ffect,if)'Ouhave lP1y,B~$~:''''ed~v~~,~to ~Cbief:to~-8$ thq~~' 
longe.rb~HIO~ w.w~ tQ'p~ alQt 0 ' .' . thete;-8not~g()1b&t()~ a. 
Beat'Stearns," TtaDscript,ofTestitIJot1:Y 0 r.."),Jail_'~lj 200~".i 

,auacl1edheteto as:Bxbibit3S~,at' 10. 

,Mertbesemorstaft'JneetiD&at hOO IMJ1..()~ M'atch t1,.2op.$~ TJ.JO~~.' 
c.omeren.ce~aii,l'a'sec»if4meetiDg itt.het:QDh»WiU,I:.n.()fth; _~·.~inv.o1Ve.4 ,iIl,leAf
'S' ... _,ii..~~·· •• ChibT.·' .•... ,. '.ra.... ,,~~..;a.1W. ~1i._ ., uld6e ...~..A1f 
. t~.&~w..:JIlV~.DS;. .....• .n -~.at:l.<i,. ..:...,~ ~.~-~'~WQ." ,',I""'-1'A~ 
~:Eri1bn:elDeGtJ8taff' a11ced·· '·IlY1imhtbat~tbinQLthat.anyBeat:SteatDlcases~:
QVet.~,T!, :~:9.,.Tbg_·~,4fltw~,.,t:ihe'~~~l~~w~¢YJ4"'· 

.•... 

'~. 

. DuriDg.that meetingThoDi$ett-re1ayedio, the stafftbat:~,badpmvided -a.letter to' 

~rs;~tn;~a:~~:,~=~~=~~-:~V(~' 
Chiontestified tbit'tho1tJS8l1 describedtbe1ettet,an(lb~:s8idh,dOes;JlOh'~'cliiui#~. 
,,_..11'n... with 'tho' -add·' "GO' ulanddo' " ,.,~. :"r,;; ..to18 ~""n~ed .......1~ '. ..J:JJSen~ m& " () .. ,' . _,~ m.vesti8.~~l'I& ~.~ ' ... ~.','. - . 

. that JPMorgan hadDPt·teeeived.any assuratiCe$,81Klsho. co'tliimledto 'pu.1.'8DC-~ Belir Slearns 
:!rtVffltigatiOn. It!. 'at 16~ , , 

. :~, 

.. 
...... 29 

':, .. 
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1'his do!:~tiS$lb)l»tto,lbe~vlsiOnsQftbePriv8C1A~gn974,_")'~We~ b.ef.~'disel~JQ ~ 
.l*ti¢S. N()~1ionhJ!s~ ~:by1b,eOfliceof~~ ~p~oftlUs~:$bb'UldJJOtd.i~_ 
Qr e.opyit.With.olit tbe ~r ~1S.•'pptoY.8f. 

:, '1 

... 
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Thisdocl1llleilt.is . sub' .. ~.. tto-.oL.·'I . 'sons fthe Priv.acy.··Act..o£'l97... ".... .., ,~",._.J,II"-.,.,'f.w.~......:..... ··--'_Mlont.d.C._,dj_I_....;.... +. ' . prQVI ..0.. "".~rn;lyn;qwte._ 

P·ltitics. Noredacti.'on bas tleen-....c-..;.:I b tlie'OfliCeotT"~GCnctat 1)..A /....... .f·.m;·· ··..;:;..··t.i.· ..t'..i!~:...."'­..' JI"lM,a~""" 'Y . "~_""'. _:.- __ 0 lS''''I''''ullJJlU,"""UO .~Kl'" 

'or copy it without:theInspetlor OeI1era1'npprovat. 

'$We JPMotgait.an.;me.mrjb~'~'cOu1d provide80ft9ral~t1ttOtt b!(ueems Wilikelywo'Uld j)J1tSUe.
JPM to· s . "1;;....4.4"'; tlxtDb"'9Jtp., >'Oo .org~r:aear,t~state.m.entson~_l~.R .. 

Jai 
'.'\" tIL theSEC'. lJU"Uc Disdogreofth~J)hn~ Lett~ ,

I 

A,.	 On Ta.elday,'M..-eh 18, 2008, the ,SECIssu._ a Press·Release: 
~~"g Jh" l)~q. t~*!~r 

On 2:00pm OJ1Tuesday~March lSi 200~,tb.e· $BCJssu.,e.d·..presst~ @tlt:th.e,$EC's 
to~ intheJPMorgaiilBeatsteams·tiaIiSactiott. S;xhibif40. :I'he.tel~ ;b1chtded·the.topiC" ~ 

. the SBC~p~y'~Y~~'jQ,'~ llear Ste~~M()J.'g4n.~~~1"'1.4~~~~~·4i$~ 
.i.... .....,:"'us·. ·n...~.";,,,......._ too"k' .. l ........·.. t''''' i.,... ~......M;lO'·:.:.. S!_lf;....~:.... ...4,....-*'.•.,

~"". "",,"AI • J::d,JJ.UA""",,"":"l\ . .re~~ ,WIiI I,UU_.\ ,... . ~-J.' 110 lJ-"'(i;\,I•. 

T~DiviSioilorEnfO~Wi'C)te. a tetter Co~ 
lnY~~ and P9tel~tialJ\.mm~ iQqWri~ :in.tOco.2;1d.!~~~ .. 

. ~emehts. by Bear,steams.bemrethe'pub.licai)JlQ~ 

ufthettansaCtiQl1 with JPMorgan, in whicl,t itdeclined to 
pxnvi4e~c.es.etx>.\lt pOsSible ~~rcem.e.nt 
actinns•. The,Ie.tter8tates that teaching .concIusi.ons:&ut 
thQseinqWri~wpuldbe:~~. li;1.theletter; 'the:
D' ..' . nfirmed ~i..... . ._";",,.-+_.::..t.~ .' ........4- .' ts
 . MSJOn QQ . '. . .~~ f;O~~~go ')Y~p;(IQt'~~ .. 
ai1d guidance:by.tbeSEC~thestaffwo.uId,filv.oIabIytake 
int9.a@Unt·the ~oftbeJPMot~,acq:uiSitiOn 

9fBe.vSteanJs·when.c.o:nsi4. wb.etbe.t.t9:~~ 
en:lbreement.action.aga.in$tJPMorgan arising'o:u.t-of 
8tiltemeilts made by Bear Steams in the .6() da)S.before.the 
pghlio<annQw~ot~~, .. 

'! 

I 

.,
 
., 

.:,.~ . 

,­
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B. : .... 

I: 
. r 

: 'j 
.~.~. 

~ t.: .. : l1uuJocUn'lentis sUbi,ectto the provisions of'thePriV!'iCYActofi9-74. Jli1dInllY ~redacUon.belbredi$'c._e ~thiri:J 
parties•. Noredacti.oo·has beenperfonnedby the officeor~GenenI1:. Recipienls.of'tbi$ reportshoukl not~ 
orCQpyit withollt.thc']iJs~.torGeneral·slqJJ)R>va1.i 

I" 
: I' 

. :' 
The 010 found no evidence that anyone re:spondecUo OPA~s ~maltbe.tote the press 

tel~e w. iSsUed.·o . ..~ 

".r·. 

," 
" 

" 'I

; Tbe·~~:;~~o~;:~:th:~~:;.:=~;....I

~Omber&onbctober:22 20M ~ u~.a1!OPyo.ft;hQ. Dimon1et.ter., . 
..........:1 'fT...........:...... . ••• • . '''M' .:,~) 1-"'" 8 2l\1\l\ ..u.....'L...;.jt
...MeDIOUIUU"Um.O .IU~'I'oUiiW 0 '. .. . e.mo.. , .lAUe. ,..UU7., 'w.~ 

bereto:M Sxbiblt44. ­" A····· .' .. '
 
.~.'. . . . 'gS~;$req .. ....•... ._ .. et:. pjrect.. ··~.JQbn Nest ..• : .... or;Qto.~:p.J\ 
•• ... enoofimlU'liiCatio' '. . .t to tb.~.mlWiDiam-8p1:iU12;;. 

~ .•.. ce .• .. · .. .....:.Il.~.: ..•• AfiiUts, ... :Of:S~ow.ect····oro•..••.. .•.•?! · .. ·1atiVe..·aod Ii1ter~V1..•¢rmJ .••. tal •.•.•. ;ipOtmitig.them.· ..·· ."~'1

I; req~est' B:tdu'bit 45. ,henoontaete.!lRicha.td ll~ As '. c e '. '. Cc:>l;!IJS~ 3nd 
• .1 'l'homsen regarding . reques Exhibit 44. H~ Thomsen' . • • .;.. to; te1easo
 

th~ 1etterto be.WSf:ed to th~ SECJ$Pub1i9WillE''.. ..... ·.i1l$eIlpro. ~ • • . ·;·.·::a,¢.QPY
 
r 
J' ot~Jett.·eri ~hi.~~.e. th..~~:tQ S~~.'" Id ~ • • -.:: '. 5.' that..'. ~$.. .," " .. ·...·10..... . ... 

publisb t1:le,!etterbecaUs¢#.:Ul part,·they1elttbat .....,. w&mCHDOtc detailed thmthe 
Match l~,2.00g pr¢S$tel~~. liL 'Th¢:OlG'·filU4d·~eVid~cet1:ult~·.CQ~i9n~·wer¢:· 
involved. intbe decision to·release tbe·Dhnon le.tter~ orevenintOnnedQf:its r~lease;~ad,,~. 

·r IV. 1'heOlG'.rlndIDgs
 
· J
 

A. JPMorgUDid.Not Reeeive the:Assuruces.it Requesled 

. ~,QIGm.V'estiption fbull'f~ evidawetbatThotDSe\ti aav.e·pmkt·tb¢'brOad·81idspeclfic. 
. '. he " ...1.'1."" . '. With. . ,. ~~.......;f~ ....,::... " t·· .. .•.
 ,~ ... 'O~.~1ll. CQ~n ... ;.GY'~0n.J.9Jq1.~r.. . ..·~~nsQ '.:BW .•., 

SteaJ,'.Q$r~Jt4uc.t. .As .~~;abov~; the,'OIG'(1i4 find.~'tbat1bod.ha4/be¢n~ 
"'co~rtable'" giving'CUtler theassurStlCeS·he so~ hemic me coDSU1ted~·the:~Ba':sOBi¢e 
~f~~CQ~L ~ 'tr.at·32..33'. 1:'beOI(l·ijJSo. tb.uod:tbQtt.6e SEO':tJ(ie.n,d 
CO~la.nd Deputy GeneralCO,unsel cboseilot to, partieipatemeohvel'S8tiOns'With cut1¢t with, 
the: .·Hie' "~se olano'"'" wmg''tho' "enthe tIddbilitvto,b'WCe'~J.""~'".. ft or41· .. ". ·Seespec .. 'p-n- ilDS. ~~ .... 

). 

V()1hnerTr•.l¢'7~;CartwrightTr.af58~S9 •. a:owever;, Thomse;nand:Qutlettestifl.ec:lthat'T 
. i 
,. ultima.t¢1yJPM()rganw.asgWenl1Omore assurances,tbattwere:tol1tah1¢dhthe:DimMllettet.· 

..
 
· i
 
·••.1 

I~Thomsentestiticd tfiatsbeWinputillto the~ ~mtbo1'l'1eall(l;~Tr; .44-45. 
3.2' 

J
 
I 



;Do	 nuDism DlcJ Give·Cu~rSQ~e CQPJfort~~the oa~"flIOBgo~g 
lJ~ar S*ms' ~v~.tlon.·....d,4_ranc.eJ:thatEmotu....t, Would.Not 
Recommend ActioJiA.~JPMo.nReJated to Bear: steams., ·ConilUet 
:Vw,ingth,A: ~)'s:P.I'iO.f'to da~' A~if;l~ 

. ": As:discussed above. while JPMorgan did not teaelvethe·b.lankel :assu.ratices~fJW ., 
Enfureemen.t 1iabi1it)'assbciated with Bear Steams:lbat itsought" it'didteeeiye.,:some ;ass.ut8iiee$ 
r . ",..A:"n: (1) its· t_...:..lI:A;.:t:...-,;:~t. ",' ." ·...,f;n..+k-aoil .'St '8..11'1'egM&Wl.IQ .,_, jIQ.~JAL~-;Yw~.. l.'espec.tto-.o.ogo.m,g tnv~~ __.. _ earPS· , ..~ 'I 

the poss~ ofEilforcemeot opening aninvestiganon·o.fJPMolpl;:8S fJ;1e ~t~ 
b.ased on stat~by B.St~ ofiic«s (iurifig'$e 6OcfaY$·prlQt·tQ~#Cq~j). .~. 
~eo.tthel>iJuollletter~these. two;~iS~_hat.QPtlVQi\¢ed _ o~" 
perhaps intentiOnally SQjll but·a cleat~statementoftbe:telieftb1ittbe.D'ffgave JP.Motgiin 

r~tt~e~~.~~~t~·~~earS!~T~~4~:is.~.~·~ .. 
~., _ ~ that S . 8Wt Cbainnan c.o~an4 Comnusaxoners.Casey... tldPs. Slftl 
descrtDed :thelelief~roVided & fOllows: 

f:l:~)~~lt# f,OlM~t ~g.tofjmd . 
. .. . 0JlS~~ actions ~Bear as t1J.e.; 

meatigationswere sanifi:pmcess. ltoftered t1OmfOrl.to: 
JpM~ it~Qclthe~Q.ftbe·~M 

1
, 

~nandthatitw.QQl~tbQ'SQ~JItJSt~ 
indecidingwhetbet·it wo:wd reoollltt)eOd.aciiDll8g!UDst 
JP"fi.?r,p_~.C)f~. tJ~ ~~ t;b.~fitYl~: 

. 'lOlikel:Y to reooJ:IlJiiefid actionagainstJPM ariSiDgout of 
st8temenls:made;by Beat':in the,60 days prior to the publli1 

j ~~:oftb~.proPQSf4.a.cqui~~n~y;mM...
 
.\
 

• J 

,.~ 
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~\1t.e;JutweIWbrcem~ipv.~igatio1)~ Id.·$itW~lyt~·nQte.d·t~$;ec:~~g·to· 
JPMorgmt's request for:reJiefwas f'an emaordinarily lJIltiSual dOTh'" CartwrigJJt Tr. at, 33., 

In ad4.itiQu, Ricciardinoted bow J"nus1J8,1, 'It W'QfOr;EntOrce.ment t~P1'Qvid.~ any' .,.infutmation aoomanongomg Divestigation.testifY.in& 'ft••• enfotcemetltmvestigations.8(e. 
cp~ Y()q·arenot.~o}V~ to d~·CQ~W;~~tWJ(~l,ti.QllSrib·tbir4 
:·p·arties:"RiCciardi.. Tr. .' t' ~8 ..Ri·:....:ft..A:4:~1..~1Gl~.J.wt.Uer'tes~ IlUVUJ>+,the.. ..... u.e..:.." ..."t .. ~of, .' . . .a ../. .:..:....i: ..t.... ' U11,Jq, I1......" .......- ., 
COll'iPany::rnergerMd acqUisitIDns,'fJ'he companymay have. aleg8l6bligatiOnto.discIose.lOa 
potenda1:~er.partnel' ~~ ~~w about:thoi1\y.~tipti.on. :Tbat dO~·1lQt&We. tQe.. 
staft'the.autbority to remythatinfutmationiothepurd11j:Ui18 co~y.;" Ill. atS9. Ho.wevet,tbe 
·$lff1nvglve4..hl~ d~io~i:tc>. PJ;QVid~tbatt~~t~~·~bdievecl ~.~~ 
clr.~ oftb.at w~~.W~th€fmi1e£~TY,. 41;'VoUm~r:Tr;,at l()?, ' 

',.·co'.	 The Existblg BearSteanls.mv.,estiptiollSWire.Not Impa.e~ ~y.Cutlert. . :.
CommJUlleatlQ:QJ witllli.iJo....e.D . 

: ..... 

'.=. 



': ~ 

1bis:~~sul)j~uothepro~Otis:o~tbo~vacy.Ad;ofl974.8IIll:mayrequirc;redacd.oA~disckmu:e;to1tUrd 
parties. No redactiOn has been perfi>rmed bytbe01ficeof1DspectorGenerat.RecipieDt&ottbisreportSbouktDOtdissaninate 
on:opy:itWitbouhheliJSpoclor Oeneral·sapproval. . 

.....-;. 

'j 

-! 

.... itwas not IOst.ollpeop1e that1hedwiged'~' 
.. , wetepiiia:'IQ "~:bow W~ ~e'9~~:~u.t
 

,I 
wh.~'to.p1'Q.cCe401'JX)t I.mean~.4 .wo4idnt tbavolP
 
hearwm JPMorgan tQ·lnow tbat theteWen: potditial
 

\. 

i 

·~aboutb~.~ ... ~Beer·$~~ 
tllose~oes.. 

. let at 116. 

'i In.tbetel~noloterView.s we Q()~ed oto.~tit~s.taffwoikib&-d Beat' 
Steamstelatedmattets•.we.1eamed that JioJ1e ofth086:m:vestigatioDnv.ere:~ed·Dy·~ 
thO.enl~99~jQ~ tb-.w~ JixDibit.4.1. ·~bW'QfSe.ot:"OlQ 
inves.tigatiOl\ we developed a. tist.otat1.BearSteaais: cues ~i&l Mar"h..~0Q8; w.here.Beat 

'3$ 
.. .' 
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·thisdocwnent:is:"b..iecttotheprovisionsofthlt.Priva0'Act.of1913f8iiClmaY~~bdiiedilCl~tOlbird 
parties. No.~hasbeeD perfonnedbytbeOffioooflnspectDrGeueniL .RecipieotaoftbisrepoIt rhouldilOtdiSseminate 
.or. cOpyitwithout the InspectorGeneml's appt'QV8L. 

. ~ St~ wasa.direct, Qr reIate4p-.rty·~ tfto~ inve.st1¢ions. Ar;<»:E'".. . . . SEcts hit~marease 
trae .-.the.NI¢ne..R.e.~~ ·~the.:re w: ..".. , • . :~'iJ;I$..-:kIi:1gd.atabasc. SelU'th.ltid .. e~estiIafiO
'priottotheMarch 161 2008~ JPMorg8:iJIBeatSteams tranSaCti()n.o· '. e-DlV~ati()11St J:iine' .. 
w~ep~.U:t~1~9()1~).~oiQ·~~1wen.tY.;~ $n.Q;~~~c;I,lI.' ~. 
010 took $Wo~ on.;tbe,.1'eCOnl' testimonyofseYen indiVid.ua1s ami interviewed sbdeea.additi>IJa1 
staffinelDb~ by phone otinperSOil. Those·UldividuaJs:ti:omw!iOmwc;.recej.ved'testUnOn)tor. 
in~~ed w«c(e$j?On&b.le :lbr.~ximat~t.wenty~ Ste{ltllBt:~eA la,y~8~Q~~ 

.' 
In:a]1 the OIGdkl.l1Ot1Jnd thatmyinv~~n~~ed. to B_$t~was. a.tCJ~ or: !.

i atteredbecause of~·eommiliiieatiOns.betweenJPM()tg8il and. tbe:SBCdUring thit week~ .If 
. JPlVIorpt)?~~J.:l.Qf~ ~~"'MY~on.~~myest1gatip~n ~~'~~~ 

i. effe¢twasreIat~ to ~ metefiacn)fthe.acqUisitkl~atJ.d'OOt toany~:~tbat
 
I Thomsen gave CUtlet•
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This dQcumentis spbjecUo the pro.visio;nsoftbePrivacy Act of1974. and mayrequil:eredactiQJl bef¢'e disclosure to third 
parties. No redaction bas~n'perfunned by1heOflice ofInspootor Geneml. Recipients oftbis report shouid not disseminate 
QI' copy it without 1he JrisPectorGeneral's approval. . 

. tbatyo~ correctly fucused on" ••. ''in the report issued about how the Pequot investigation was 
. mishandled "by the SEC ·enforcement division." Id. 

Even Ricciardi shared, to @me extent, that perception. When be.reached out to Thomsen 
on Sunday," March 16, 2008, and learnecJtbat she bad been talking. to JPMorgau, althou~she 
"didn't say who she Was Wkingto,(he] thol1ght there,wllS a chance ~she was talking to Steve 
Cutler .•. [l>.]ecause Steve was her boss, and Stevegotherpromoted to Deputy Director," . . 
Ricciardi Tr,.at 79. 

Ricciardi testUled that ~hilehew~ the Deputy Director ofEnfbrcemeirt. he ''knew the 
staffhad.concemsaboutseDiorlevel:contact.to Id. at 78. RiccianliexpJained ifhadbeen his 
practice when C()ntacted b,y coUnselfor ~e sUbj~t of~ investigatiQnto&teil totbat person but 
'never give them guidance:" Id. Th~ according to Ricciard~ lie would go taUctothe st~ 
working onthe ma.tter andtheywouldcaJl back the attomeytogether. [d. at 79. Ricciardl . 
testifiedtbat after the peq.uotcontroversy, discussed ~ve at footnote 4, he Urged tbat~· 
practice be adopted as a fonillil polieyf9rEnfo.fcc:mlent. id.Ricejarflltestified furth~ that "som~ 
[Enfurcemelit officfuls] resisted hist'ecomniendatio~ but "theChaitman sided with me, ~ we 
issued a fonnal policy;" Id. 

McKown also acknowledged that the staffbas ''perceptions·and col1cerns" that "certain
 
Dlemberso(the ·det"ense.oroUtsid~' ~ve intluence withiilEnforcement. TfanScript of
 
TestimonyofJoan McKo~·May4~2009,attached as'Exhibit 49(''McKoWn Tr.") ~t 110--11 t
 
McKowntestifiedthat she did;not believe "there is'truth t9Ithappening,"buttestified "tbatisa
 
perception;' and she diet DOtwant to "dilninisb[]" the stairs concerns. Id.at 111. McKoW1l
 
~estified tfuit is,inplUt,·thafper@ption was the reason Enforcement issued t1ie.ex~cmusl .
 
communications policy. ld. .
 

. The OIG obtainedduriQgitS,"mvestigationane-maj.tex~eaJnl)ng EniQr~eD.t
 
staffthatfilrtbetevidences ~peteqJ.tion,tllat ceitain outside individuals wie .'. PI) ueinflPeiice
 
overtbe outro ·of ,: .. . : . .. . . 

:' ENF Employee C :OnMarch 18,200
 
furwarded. thiS e-mmHo -8 • ..... ~ I • '. • " .. ,. -" "', : it
 

. time,13.~tbe~~: 

13 Friestadwas subseqlleDdy:promot.ed:toDepJJtyDircctorot~ but iseurremIyart AssociafeDireCtor in
Enforcement. . .
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This docwnent is subject: to the provisionsofthePrivllCY Act of1974, aild may require redaction before <iisClos~tothird 
. partieS. No redaction has been perfonnedby the Office oflDspector General. Recipients ofjliis report should not disseminate 

or copyit without the Inspector Genera) 's approval. . 

Id. 

_."?n~ again. ?rov.el8Cl snuu:test .. : [flor avoiding an 
mvestigation agamst ;~ct entitYlll! 

ENF 
Employee A ' esponded: 

Id. 
. Yes. Exactly my point. 

.. ..: 

Friestadasked: 

Id. 

You don't think [the other group with the :B~ Stearns 
investigation is] going to bring a blockbt1Ster case'!? 

~eplied: 

Id. 

LOLii Read yesterday's release - - Emorcement sentJP 
MOrgan a letter saying the investigatiOns were essentially
over!! .. 

Friestad responded: 

'. ~ 

l 

I wonder what happened behind the scenes tp engineer that 
·tesult. 

Id. 

ENF 
Employee A •pin~: 

iuce? 

Id. 

·Eriestad added: 

ld~ 

sC? 

38 
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This dQcument 'i$subject to the provisions oftb.e Privacy Act of1974, and may requir~ redactiOIJ before disclosure to third 
parties. Noredaction'lili:s ~ pCrlbnned by theOffice,ofInspector General. Recipients "fthis report should not,disseminate , 
or copyitwithouUheIiJspector oeneiars approval. ' 

_r~~d~; 
'. 'j 

" 

l	 That's funny, Soott., We all know how wrong that would be. 
Id. 

U11d '1Ilg 
investigationswerenowgomg 0 'esg Y'S opp , 
that the,e-mailexcbang~ w:as their speculation that B'ear 
lISa re$Ult()f'tbQms~s cOnversations with Cutler and ilia •• __. tal~ftl1#t"[w]e'all

, i know howwroM:',', ',be"'impIiedtbat those con¥ ons ' e result were ' ' 
I	 inappropriate. 1l ••.. '" testified that tb.e e-mail excha:ngewas based on their belief 

"that there was a ,,' , ',' e . llSbip,between ffhomsen] and [Cutlerl ~tbattbat was probably 
an ~et to fucilitiIte tbesm:ooth, transi~n ofBearto JPMorgan thatweekend.?' Id. ' 

--eStiii.e4~derence to "Juce" as the explanation fur "what . 
~th~scen~~ result" referred to the relationship between Cutler 
and Thomsen. 1d. at 29. 1'.heOIG believes that "Juce" waS a referen.ooto aninfiunous e-mail that 
was ~edin the PeqUQt iiivestig~on and referre<ito a parti~d.efen:se attoIJ;ley that had 
called Tho " d:.-.f.l.. ha " ,''GI..; ,,14,, msen ......~....1 as, vmg J ,.,. 

, Friesta<l t~ed~,.thathdidnotrClCail thise-maile]!:change.FriestadTr.at 61. He 
testifiedtbathe believ.. ••.. .eference to "IlICe" was to an e-mail in thePeq.uot 
inv'estigadonthat ~'£p]eop " " ,wsuggested ..•. means an abilityofSome people in [thel defense 
bar to~ve~~:9rspecJal·ability to g~:t:esultsfor th~ cliet).UJ." Id. at 94-95. He also 
testified tbarhebdievedbi$~ference "SC" was to$teve Cutler. ld~·8J; 95. Howeve(;Friestad 
alSo testified that tbeoDly (tiscussiOnsbecould. recal1about whether the oUtside defepse ,,~~ 
.inf1~ w~ "sort olagenendse.nseofJ.)(lOpie beJievingtlianba.t'~DP.Uhe C8$r;). ~ peQple 
don'tbelieve people'areml\king,seCretsidedea1$or fc,el~ectto: undue inttUen~, c;>rtbat peOple 

,aregetting specia'l tr~~~fwho ille,tare.,"!d. at 103~ 



.."'! 
This dQCwnentis subject to the provisions ofthe PrivacyAct of1974, and maY require redaction beforediscIosure to third 
parties; No redaction has been perfunned by the Offii:eofJnSpector General. Recipitmts ofthis report shotildnot disstmUnate 
or copyitwithot¢ th.eJnspector General's approval. 

..• esilli~ under oath.tha.'d not recall this e­
- e erenceto."Juee" mean~Pt ofTestimony () 

attached hereto as Exhibit 51 at 20 22 27- . ..,..,,0 ~'Juce" was'a reference to 
';!Po • -. estified that: 

.I remember' the word ~juice" became a word that was 
widelydisQUSSed 'because everybody I know ~. thatJt's . 

..ridiculous ~tpeople W••·0··. '.. .'.' • _. pea.pae g.et special
 
treatment. I've been her... .. l'v~never seen
 
anybody get special..trea .. .' . the-Divisional
 
Enforcement.' Quite the contrary;
 

id; at 24.
 

. , 

As discussed above, the OIG found no evide.tice'that JPMorganreceived special 
CQnsideration due to Cutler's relationshipwith'tholDSen. However~ Thomsen's fiWui-e to include 

) .	 other Enforcement staffin the eveirtspteceding. her sendit;1gthe DiIilon letter contributed·to an 
already existingperceptiOl1 withinEnfurcement· that· some indiViduals·Outside the SEC wield 
Ulldueinfluence over the collduct and outcome ofE11fotce1lient investIgations. As Ricc.iaidi" 
:ic1aiowledged. tbat'percei>oonmitselfis .~ sigtuficant·concemMoreover,.das Oiscussed 
above, approxiJ:n4tely one month before TholDSeD.'SC01llD1unicatioIJ.SwithCutler, Enforcement 

40.
j 

; .' 

.1 



had adopted a.ibnnal·· Ii ..,. overnin .'CQDltJlUdicatiOi'lS relTQwtfhn mvesti aUonsi'With thUd .. ames. . ..' .... p() 0/8 .. ~,.,. ~-~ g P 
............ih,. esuIt f 40'1.....40 •
p&...._~<1. ·as a ~. '" .. 0 .~ ~wn. 

I ..•.j 
.,\ In tigb.t oftbAt per;cepijog, 4.U4't.IiQP.Wm;~ t:ei~nmnp withCUtlet, ,it woUld. bave:been .
 

advisable fur'Thomsen to :have invohtedo.\her ~tc.ement sta1t; ~~ly Chiou atUi.:pethap$.
 
RiCCiardi, befo~ sendin&the DimOn lettet~ Themclusion ofothet Enforcement stat'fwo'Uldhave
 
s~ed. t.he.·stated:purpose otthe ~t·p~C:QJ ·t.ba.tt.bPJQSc~)"heI1e.1.f:mq,~t~.-'''W ~.
 

".,.:'t!Jat:extemat C()~0lf$ betw~ senWt oflic~ (at~ A:ssoclatePk~r levet~ ~v,¢): 
,~ ~II$ .o.utSide the S:eC~himdled \vith theapproxmate ~. seositivityand :ftansparency~~ 

• I Exhibit 2 at 1,. ,.· I . 

Eo Enforeem:eDt'.Letterto~MorganD.lsd08ed,Faet oHlllgohlgInV.estIgatiQIlS . 
lte&:ted:to Bear. S...... .. 

.. &noted.v«;:the s.B.C;.~:ru1~$1d regu1atiQns.l'~~JP~e of~n~p'~l$ . 
iDfoIIl'iation~ial1yttt.event SEC staffnom 4isclOstng infOrmation:.$lctdo.cuntents. obtained, 
dUring its'inv:estig~oj)S ~~e Comilii$Sioti,authorizes itsdis<:loS\'lte:. BnfOrcement 
htv~jQ~aret to t~ extentPQS$ib.~ npn~p~hc ~l;n.JQt:~:l'QUcyJs ~;~
mvJ""fi-t:fri11$ 'ire neither.'. eo-~_'A~.not·~_:....:1 t ;..... ...~ ......- br :narl';_ .C'~... ·E-1.."'I.;:f. 4.·The -......- . ,lWl1l1\iiV, ~w.. 0. -WIn,n_ '. .y-~- ~ .. ,~"". .' .' .. 

rules tbrtbeC state ~'~nlfs$ ot'herwiseordeted·by the Co1DJ11issio~ an fonnal mvestiSanve 
p.roceedin.p shalt"beuon"pubtic.i" 17.t1.F.a203.5~ 

.••.•'J. 

As~ ~v~ the MarcllJ6,1Oo8 ~ ftomLmda.Thomsen to JPMorgan 
rn;.....~........._.1 nEOJ' Dimo ...+..~...t .. '40'i._ f-1.~.... '~fi . .~ .... '.' and

""~~ .~. v,l;. '.' ames .n ~~~QlllOngo~~ 01.'tmY"1JVe$tigatwM." ,.' 
potential:fUture ihquiries'into BSC's pre-announcement rond.uc4. it is impoS$iblQ;to :cone~ 

whether anyViQ1:¢iQns oflawhav~ occU¢OOJ bywhom,~ if·$6, what aQtiOnst~ies.8bd 

~~. ifAtly~ In' ~p:ri.i¢.e.." .~~"1.'JK;~.~"J.Q..~~».Pthing:iQtbi$ 
letter should.·be«;ii8ttue4 aueaclring·a:o.y:conclusions to the undetJymg;merits:qfCJ1.,l1 ofilte 
·tiJIltters~IUJJ.ri. tt ado" o·tbo .. tb3t.~beji1~~ hitlRdUtut«" 18.{~'84dJ.."nye&.I...( .$~.. ....... ...... .
 

t1iQm$~~~ ~ VQ~ ~ed that ~y4id.i1Otbe1i¢ve tbcJett¢t"s~td, 

Dhnonetisc~~ non..~1n1b~n'but eacb·Q.O~e.a ~~.~clo$e.todiselosin&the 
non-public io1Otmation·of'thefilttthat thete·wttte·o,ngofug mvestigatiOns into Bear Stearns.: 

· 1 ' .. -~ ~1;;---.W~O"··Oth· ,.bo..- ...... ,t,-~~ 4o'i._40 the' letter' ..'.;."'.1..•.. ·-"..M·f-~·:co' .••.. :
~ " ~,•.W""7"" ~1;I!l~~ ... " .... ~1~&" ~~_.~ . ~~I'" ~.... Q19JP.'8.
 

. UlvestigatiOns into BearSte.ams-•.
 

1'b!>.J11$en t~~:~tOt.~~~v.Qwhid.l,.~~.~~f.
 
.' "'As 'lblaily,inv¢stigationstftomthe Dinlonle.tte.t em be:t~ u ''liQ1QQbfiti:niiig tba.t ~':$
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This lfQc~ ~ ~l>j¢cJto 'tbcPf'Q\'isions Qt:~ J?ri~.Acton974, 8lld..-yrequireredactiOti,befOrcfdisdosum toibitd 
parties. No r.~ ~ bC.eu, ~rniecJ. bythe O~¢-¢ of~tot·~;: ~pi@~ Q(@$teP.Ort $l».1.Jl4~4i~iml~ 
Qr:cqpy:i~wiUto.Qt t1te,:Jn9p¢ctotG~·$"~veJ.' " 

attmbin ··atf¢\ibtt" ThCt·.. T at 42· As 10 .:thfr' n:d aboVi' ferenced' t ceooJ. g U1 P ~..., ,msen t. ,." ~ t'.S~. :~re . ' .fJ~ eJL, 
hQwev~, Tho~admiUed,"t.. ~ PlV~1y~t¢ clearlY'Si1gg,estS that themare cmtent 
investigatio1l$." Jd. She: add~, however, that she. dUJ:not be1ieve:tbis Wsc1Q$U1'c:viola..ter;f 
.CoD11Iiisswu,po.licy. 1(}; Thomsen testified that there. was .SOniC debate,within OGe.1iS .(G. wh.ethet. 
the lc;tter4isc1osed11,On~PWllicinfQl1114ltion, but·_ ~w:as:~~~tynot.MtQ ~en(,ling;it t():' 
JPMQtg84." 14. .at·4l.· When ~ked wby t1l.efe was nQ issQe~~gg~Jha,t tllere'w~~ 
ongoin$mvestigatiOns, into BearSteams to JPMotgan,ThOmsett testified pai11y because. 
JPMorganab;eady kneW there were o~~in.VelitigatiQ~I$' ~plldly'~U8e ~'~'$te.atQ& 
WOuldSOOD becomepart ofJPMotgau. Iii. at 41~ 

~ght WiI$,$uch.te$$ ~ltmdn li$'t~ny;~. w.~~·lett~:d.i$~loJ.QCJ1JPP,­

publicmtbrmaiioil and ·claimaHtwu a ~complex Iegal:issu.e" ofwhether tbe.En1breement.
 

.D~oi:~ 'tlJ.erigl¢ to ~~u-~lic:info~n:~ba~p.-tY: C8ttWtiaht.Tr•. at.49. :
 
When asked w~the first abov.re.t~@:$'4t~~.whieb, ~1q4e4 ~ :fh.rGY
 
investigatio:ti$" it· disolosedthat there w.ere o' oing mvestjgatiolll, Cartwright testified" ~ don"i
 
ibfuk·tb# ~th~intentiQJL": lit,a,t '12. a.:~:faed, '1dot.l~t11~~·.tbi$.iS dtsigneclto.:sa.1 @n~,
 
one'wayorth~,otber about, the. CQl'lWt ,status.ofan.~t; 14; :La.t,er in jhat ,$$11C·tine:of
 

. q~o~ Cartwright responded to: the questions, "Blitis:theteanytlihlg'm. thiS: le.tter1hat ,eoUld
 
be deeDwd as,.~hdQnmt1onto third 'party J.P.MoJ.Pn.tbat~s being [Sic] non-pub1ic?"by

testiiYing, "I realiydon't ~ so." It at 7S~ . ' .,' .
 

..: 
) 

Acootdina tQ. VoUmer,3 tOpic oreQuv~iop..it'1tetnii11Y tbal: weeken(l'Wu, $Vo~
 

'I' 
saying aD}'thin& toJPMorganbecauso the QGC'svie\V is1bat: the~en¢e. 0.. not alan
 

.j mv:estigation :is:confidential VoDmet Tr. at 66. 'He added·tbatthe eftPrt was to :acbiev;eneu.trality
 
in the~~ ~ to whether~e were iAv~.J;IS. Vp_1r~ a.t(j'~1. Bllt, OQ.cQrdiDg ~ 

I.-·~.VQlh.neJ."~ tber~ was "anair ofl1Pr~ty tQ ,jf." $ince~:benev~UPMQrgaD ake.lil4Y;kne.wab.:ol,lt 
ongoing! investigations

.' 
into Beat SteiIlm VoUmerTtL at 102'.J , 

" 

IS 'S', . llt·as 'ted· ,·'iiet Qd:ler testmaii "1mdJ1'thave · ....-..r..ulat •....-:f_ftA;;.;..of..."v......;:"..l..:.;; ~Qt.PWC\'.~ .ll!), ..~., .. " ~ .., ...... llI1y:e--~._~,.. .....".~-_ ...' 
in~~ Cutb'~.21. 

,- .. 



. , 

When asbd about'Wbat al#b>rity tbere. w.a.s~r ·tdling .·tbiril;P!Irt.Y the· $B.C W8$;noi.~ 
to~dtui.ft""':"'n . aiostit,Vn...._~I;~ "I ....'"'tt~.,. f' .~ Butn,:...js .. ~ ag '.~ Q~.< ""'--" ~ _w 0 ...any.~ . . JQ.Ii). 

... ouracknoWle<t~()r~~~ntiiw;y~.cesQi~ w.eek@d.~~ ,fd. '. tb1~ Hc'
~'..: 

..i.~' ~eid that th~wPuJd;tiQrnwiy r.es~ thI$. in..t1)¢:ItO,rnW c.o~. Jt/.. YQJM~n~e\';UUs 
testimony.bY saying that hc.tboupl that what, SWTtlid tbatweekend was '\%eativ~apptoprlate ; 
@d,Pt'ofe$siol1altt .iJ,i,the. ~ance$ and did. ~t !~S!I ~~:()r' lega.l ~~ ·ltt ,e.t 1t9-1:20. 

Daniel 08lJ.aghet~ whO was CounseltCl Chain:i:um eo"'in:Matcl1'2008 and' madYiSor to the . 
~on'i$sp~ rd.ate4 toEnJP.~.~«l:tl\at, to lU$~~ ~w.·~l.mv~lv~.$g; 

·1 
1	 the.~enf$ of'that weekend.whenJPMorglUlacquh-ed BearSle.arn.s.; '~ofT~nyfjf
 

DamelGalIagher, Match 6, 2009; ~,heteto 8$ EXhibit S4 (~allaibet.Tt.") at19-20i
 
.A.cr.o~.to. ~lbrgher,·jt·~ that. tbo..~n ~~'W~ ~ iu.~ ~VlO".e· ­

. ottgoiDgEDfbteeoieiit DiveStigatiotiS. ld. at '20. He iUtthet'tes61ied,.tbat"somecinewoiiJdbave 
gotteitcomf9J:t making ~ SQ.rt 9fdisclq$'iJr~ J.d. ~·21. Q~·add~ 'J••• tml'.c$J~Yis:it 
would nothenQnmu to disclose the exist~ of~ 1Q.vemi.tionwithout$l)De SPit: Q£9,Pmval» 
Id.·at28. 

Ri~'fbmae.rDepuijr, Dire:c@rot:Enjbl'~ t~ea,bLbi$ v..·tbe:DiriJonWter 
was 'nnt~ ..t,...... '1-"';"•. fth·· Co .... ~ .-.1_ ........, ....1 -.od'a Fn.tfi 'D·:......:....M;a....~..1... 4.1.""
 

, . . r.>'" --".T·Vl.O~v..e·o· '. ~' .. mnuS$lOl1.8·..~:"":_o:er..Pol.r";a-_" :"",...~:_Ul:A\UU~:.\UQ' 

,ldterreveak;d a<:onfident.ialBnfur~·inveSti,ptipn to·a tbini~artt. ~T;i'. atBS. 
Seco..A kin then:.- -lett .....i.it..iu· vailab1e ••i..ivio1ate·4-"- _.1... Uml"'''' ftI"A",:~:,,_--" ...:a-., -ma.v.g... -~n . er 1!_~~.a '.. .. WO~ .. ·... ~~~r".,....o:~~n-

'.. :~
 public informatiOn, and he:believed thepress'reJease'ifse1fprovided ~pu.bIic,infi)rmatiom. Id~ at 
86~ . " 

: i
,•, 

Aceol'<tin8to Riccl8nli, wliO 8tclo·was not involVed in.the~enm:oftl1atw~eji~ the· 
p~pertmlced~ "'~.tQ- o.bta1D, the~"~appf9~. ~41JtY.Q~:~rltytQ .. 
:"nrI w .... it-.... to··.·a... :c·uro... · .... ··.K·C._~ I., 7.1 "">8S~6: n:...4.......:ibrihetfesWied:it-J:'rrv.vy lit, or &9 .loI5,l~ '-'U1DI1'W!S1O~ All. -r¥A..Iy of.... GIO. . ~\D. U;;_IHiWl~ 

~3 

~ '," 

.r 

l 



was itTetev8mwhat JPMorganlmcw about the ·m.VtlStigatibilS:becaUse:tb.e.stalIdoesnot have·the 
a'Qthority t(). I~lllY,1lQn.-p\1b1ieitdPrmatio.n: fitat:. '8.9.. 

Sun·f4s0 :ackqQwledg~~ the D1Inonlatet.~estb4t,atl_'6nemvestigatiOtiis 
ongojng. SirdTr._ 57. sirrl added that·generidly'i¢"the. SEC;£'w¢aIt:never J:Qnfiriit·onleny 
mv~ml'l~ . 

" 
'""-..:-A_ Co 'ilisA-'116 2008 to" C- theS......ft~ Co 'ttee'"",,LJlUJ~ . xt. m: ,.' ::l?4¥' ~JUl(lS .;~.ns:"".",m" •.. ~e ',lmtnL .. 

·-.'. on Finance abOut the BearSteamslJPMotgan·tt8hsaetion.:stated, ~mu,~h,doesnot 
i 

djS~lP~,~ ~~ce'or:1lQn"Q~()f~~W9U.:9r.·iufp~~.:~:iJ).,{ltlfj 
invest~n unless made aJDatterofpubi1<.rreeom in:pmceeding&bmu.gbtbefbrethe 
COinrDission or the coUrts," :Exlnbii 4, al6~ 

:1 
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This document.is ~jectto the provisiolllfofthcPriwcyActofl974, and'~irequh'redactiOn be1oa:edisclPmJre,todiml"·· 
parties. Noredactionbasbec;nperfonnedbytbeOmceoflDspector.~ Jlecip~.oftbiiIePOrtsbou1dnotdisseminate 
orcopy itwithout t1J4'~'GencRI'$ appi'OYllt~ .' 

itdh'rmationtheydid..not ~y:h.ave. Itt at 31. Md{oWua ~~Wd~:$.l..~~nto 
dise]odrto non-~ubnc iriformation. ifitwasdeerned _',"dent in:' ......,:_.,......,~....+.;...,n. Id··..do' 3!2· ,.~--~ ~. . .. . .,f......... . a,pauw.UJaI. _MJN,MI . • Wo..~.•
 

i: '. 
.' } ~ 

,.. , .. F'n!il.$tad testitlecl that g~eraUy~caullayvetY~,it~ :~ut~; 
.·inve.IJ.t:ig}ltiOD$i tOtbirdparties,.iii1dhe wa,s:liPt sureif.thatpo1icywuvmu. 'B.O~~ F.1:i.esta4 
Tr..at 28. Frlestadsaid there were Jimitedexeeptiondo'thatpalWyandtbilt it iffdeteimiiled·onij 
case-by~e basis whereto. ckaw the line on di$d.osing non..pUblkdnfQn.natlOn. Id.. at 2$..~;t.,. 
According to Ftiestad, asa pmcticalmattet,hebtllevett the:COttDnissiol1.hadan. epic ornational 
diQSter excq;tiontonQt teleasing.non-P1Jb1ic.iufQrou¢io~ ·which.b¢heli(w.ed:w8$ ttpp1i~le.m. the 
JPMorganlBear Steanls transactiort ld.. at. S,6~ , 

Furthetmote,th.ei.'ewas dmagreeiWmtabout ·whether tliCpub1j.c diSclOsut6o:f.tbat letteron 
'~'CO~jon~~p:Qbnc webslt~ vk)Jafed ~CQ~QU~stJi1~ .yt.di.s¢lo~h.Jgl1OJ.).-pl;JQAA. 
inibnnationand whether, and 10 what extent, the COJDitiiSsiOniteeded1o, approvetbat disclOsure. 
As· discussed -OOve;.it was initially det~ ~ thc>lettercam.etoQ. doso.to: ~:that 
there wer.e,oDgo.1nginves.tigatJons.1nto Bear-Stean.lS ;a.na,thetelOxe, the ~et·$l1o\l1d..llQt be· . 
pu1?llcIY'dis<;losed~Thomsen and' othets4isagt:eed witht.bat: view and ultiIuately tbe.1ettet ·was. 
publiclY diSek>sed. As.noted .oove, this'\\'$ done without COtnmiSSibnapprovat.and iUsunc1eai' 
to:~pam~w~tbat~~req~ 'm 

And"as. referenced above in the SectID.nDutlii1ingtbe applicable.. rules ,and regulations 
.' ~ .. 0\( .•.•... '. release ofnon- ublicinfOnnatio. .·therulea and .-....1~...: . . ....; Vide: some:discretiOiJ.:to ...... :g ~ .. p... .."nJ. .. . .. ""'o~~~pro ." ..- . _. .... 

seniQrofDcl8JS.ana; some4elegated autbmityto;~:Gen.eral·Co~e.1For~~:~: 19..1 
States~ in~ ~'Tbe :p~hibiti()JiagainSt. useofOOJi..ptibJie:iDtOrmatloi1ordocunteaJ.ts witOOut 
,Specific auUtorlzation ()n~pprovalbythe. S)S(l'dQes 1\Q~ 'PPty Wlh~'~e of~~~. @S .

; '. b f·1..... stait' . .•. . S· '" •..•. ..• •._""':10.·necessary or:appropnate ry ...~.ers 0 .'1;U!jj'. . .UlJlUrswng: ·Bel11V~f¢lOnsot ~ns,

0t.in ~ ~$e:ofo~ofiicial'~nsibilities," There appear to:be no guidelines as:~wbat 
this. ~n a1low~ . ..... ' .. . , 

"'. 
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~~itJsUb.,i..Mto.the ';~:':"""otA._b.l."'''·,J.-tof'1~74 ' .. :~.J-·redacd .bctb. ·di8c'----.....~f.....~ pro,"••"m":"""cl'.y_Y~.. ~ ~may'~_~on. iRt __~"".\WlU 

panics. No Rdac"oJl has lleen p¢rfbrmedbythe Oft1ec.oflnspectol' Geherid.· Rectp(entBoflhis reportshouldnOt disseminate 
~.copy'itwitliourdJo,~r·~·s Iq)pr.ovaJ. oJ • • ' • 

We alSo tbUlid that EntOrcement'slettet to JPMorganthat weekend tecbnicaUy discloseCl 
no~p>1ic info1'1nMion becall$~·it CO~ iliat~e,w~e .ot1SQ~iP.vesti~~ in,tQ I3'~' 
Steams. Inadditio~ there are also serious questions abQUt ithe.pto:Prletyotinakiog~ letter 
.pubnc.J.y:availablewithout apptov~ofthe_e:CO~D$ildinaeiiet~.we·~ a~'Qf 
cl$ityWith reSpect to the.agency. andpide1inesre1atUwtot,hodisclOsurcofnon,-pubUc 
in1bmllltiQn. TheOIG aJso tbundtbat Thomsea.and.tbeGeneral CbJJOSe1 did Dot, obtain fOrmat 
Co111ini$sio1l8l'P.1'QV~~t.oro1tllJ1cjnB·~de.t~i'Jip~1IS abO~ ~ ~biUtY ot~ ,
 
Enf,rcx:ment investigations. While we did,not find anySBCnilooxpolicytbat mandate.cl~nnIJt
 

, Commission aq>proYal" we tburid·U. there was aIsOa Ja.dcQfclarityof.the·circumstancesinwhich
 
CoD1iDi$8io*,-~tQvalis,~.~ ~ levd~f.riW·ofSaCseQ.iQt. ~1Q. ~e4~iPn$
 
thatbiDd ttia.n....-...:.....:.,. ,. may ' .. ",,~n. 

A~~.. wearerefeltingtllis;anatt.ertotlwOl:li¢eo.fthe~.d~.DJrectotof; 
"~nwtcelnent 1bractionsconsistenhv~h:the fbUo~.~tnineIldatiOns: ., 

(1) 1"'i_":4:-a... ftheCa • 'J, • .1:..::.... the-disclo ...' f .. ubJ~"". .. ~~·~no. ... .... .1JQ1l1S,$1Otl S po~JQJ.on. .. ..... . .sute0 l1OUJ) 'IW. 

in.ibrn:mtiolltino~. (Alwbatcoostitutesnon-publicmtOnnation.re1atedto the.eDtenco.~(' or 
.infbl'1tJatk)n.about,ErifOrcetnent mvestigatiods'aiJd (8) wlJatardhe parametei"StbrCtiScretiOnary 
relei8eb" seniOrstatrof' .. ' ibHcinrornJ.lltion·j~and, .'. " ,.f '; .. .', . l.1Q.l1:~ , .'. _., . t ....'" 

.(2)· Clarification oftbe·CoIJUDWsij)il'$pOJicits~:undei"wbat~ces_ tho staffis' 
.. 'ublig_ed toseelUbtilial ~valbetbre:makilJgdeciSi()DSthat iiiliybindthe Q)~n. 

Date~.. " .. 


