
STATE OF NEW MEXICO
REGULATION AND LICENSING DEPARTMENT

SECURITIES DIVISION
2550 CERRILLOS ROA[)

SANTA FE. NEW MEXICO 87505

In the matter of

CIT1GRO P 01 .OBAL MARIKLI S INC.
388 Greenwich Street
New York, NY 10013 Order No. 09-09-999-063

Respondent.

CONSENT ORDER

WI 1 FREAS. Citigroup Global Markets Inc. (“CGMF’) is a broker-dealer registered in the

state of New Mexico: and

Coordinated invesi igations into CGMI ‘S activities in connection with COMI ‘s marketine

and sale of auction ate secLirities (ARS’ have been conducted by a multi-state task lhrce: and

CGM[ has provided documentary evidence and other materials, and provided regulators

with access to information relevant to their investigations: and

C’GMJ has advised regulators of its agreement to resolve the investigations relaling to its

marketing and sale ol’ i\RS to certain investors: and

CCJMI agrees. among other things. to reimburse certain purchasers of ARS. and to pay

l.)enalties pursuant to the New Mexico Securities Act of 1986. NMSA 1978. § 58-I 3B-I to -57

I 986. as amended through 2004) (“the Act”): and

CGi\41 elects to waive permanently any right to a hearing and appeal under § 58-I 3B-53

and 58-1313-56 ot the Act, with respect to this Consent Order (the “Ordc

NOW. TI ILR1:F( )RE. Bruce R. Kohl. Director of’ the New Mexico Securities [)ivision.

hereby enters the lollowing:



FINDINGS OF FACT

CGMI admits the jurisdiction of the New Mexico Securities Division, neithei’ admits nor

denies the Findings of Fact and Conclusions of Law contained in this Order. and consents to the

enn’v of this Order by the Ne Mexico Securities Division.

2. C’GMI (which includes Smith Barney. a division ofC.’GMI) has engaged in the sale of

ARS in the state of New Mexico.

Auction Rate Securities

3. ARS as a general term relrs to long-term debt or equity instruments tied to shoti-term

interest rates that ate reset periodically through an auction process.

4. An ARS auction is regarded as a “faiF ot’ “failed auction” if there is not a buyer available

for every ARS being offered for sale at the auction. In the event of a failed auction, the investors

that wished to sell their ARS were unable to do so and would continue to hold the ARS and wait

until the next successfttl auction to liquidate their positions.

5. Beginning in February 2008. the ARS market experienced widespread failed auctions

the “2008 Auction l:Lt i lures”),

(v Common categories ol’ ARS instruments include: auction pre térred shares of closed—end

funds t”Preferrcds”): municipal auction rate certit-icales (“Municipal ARS”); and student loan—

hacked auction rate certificates (“Student l,oan ARS”). The interest rates paid to ARS holders

are intended to he set through a Dutch auction process.

7. The interest rate set at an i\RS auction is commonly ye farred to as the “clearing rate,”

8. In order to determine the clearing rate. the buy bids are arranged 1mm lowest to highest

interest rate (subject to any applicable minimLim interest rate). ‘l’he clearing tate is the lowest



interest rate at. which al ARS available lot’ sale at the auction can be sold at par value.

CGMI’s Activities in the ARS Market

. Tradina of ARS at CGMI is pertbrmed by the Short—Term ‘lax—Exempt Sales and

lradin Desk (“Auction Desk”).

10. CGMI ‘s Auction Desk includes traders and sales coordinators. The sales coordinators

on the Auction Desk at times provided information to. and answered questions from, COMI ‘s

tinancial advisers regarding ARS.

11. Por approximately twenty (20) years, C GM! has been an underwriter of ARS. The

compensation earned R)r underwriting activities of Pre0rrecls is typically one percent (1%) of the

outstanding amount of the ARS unclerwriten. Since the late I 90s. the compensation fbr

underwriting other types ot/\RS has generally been a fraction otone percent (.25% to .35°/a) of

the outsiandine amount of ARS underwritten.

12, CGN’ll ‘S ARS underwriting activities arc primarily handled by investment bankers, The

i\uction Desk often consulted the investment hankers with respect to various ARS matters.

13. 1 he cost oi’ the Onancing to issuers is directly related to the clearing rates set at the

auctions for the issuer’s ARS. As an underwriter. CGMI had an interest in providing low—cost

tinancing lo the issuers of the ARS that it Lmderwrote because its ability to provide low—cost

flnancing affected the possibility ol additional underwriting business.

14, CGTvII typically served as a manager of ARS auctions. CUIVII’s roles for each auction

crc typically set (brth in a broker—dealer agreement entered into between CUMI and the ARS

issuer.

15. (‘GM I o lien served as the sole manager of ARS auctions or as the co-manager of

auctions with other large broker—dealers.



I . (‘GM! ‘s compensation ftr serving as an ARS auction manager is typically 25 basis

points annualized) ol’ the ARS amount that CGrvll sold to its clients.

I 7. 1 CGMI was either a sole or co—manager tor an ARS. it may also have been designated

as the lead or senior manager thr the entire offering or for specific tranches of the ARS ofRring.

IS. Prior to February 2008. CGMI’s practice was to submit cover or support bids in all

rILICI ions For which ii was the lead broker—dealer.

I 9. CGMI placed support bids to: (1) prevent failed auctions and (2) prevent an auction from

c learine at a ‘ate that CGMI believed did not reflect the market lr the particular !-\RS being

auctioned.

20. For auctions where CGMI was designated a lead manager. it regularly placed support

bids For the entire amount oIARS for which CGN1l was designated the lead. These support bids

ensured that there were enough buyers for every ARS available ibr sale at the auctions, and as a

result, the auctions would not thu.

Marketing and Listing of ABS

21. Prior to the 2008 Auction Failures. C’GM1 marketed the following statement to its clients:

“lo date, CGfvtl. as lead manager, has never been involved in a tailed auction,”

22. (‘GM! and (‘GvH personnel marketed and sold ARS to investors in New Mexico as

money-market alternatives, cash equivalents, and/or liquid investments.

23. From on or about Aucust 30. 2006. to until on or about April 10. 2008. (‘cMl stated on

its \vehsi e that j I rem an investor’s perspective, and suhect to the conditions discussed in more

detail below including the risk ofa Failed auction and liquidity riskJ. ARS are generally viewed

as an alternative to money market funds.”

24. ARS are characterized on customer account statements according to the type ci’ security.



I nil March 200S’, CC iMI s account statements listed Prelirreds under a heading of “Monc

market and auction instruments.”

25. Since approximately 2004, (‘GMI has preparer! and provided a document titled

“Port folio Re jew” (also formally called “Private ( lient Monitor’) to its clients. The Portfolio

Review provides a snapshot ofclient accounts and is a way for C’GMls clients to review their

asset allocations md historical perilrmance.

26. [he asset classes Linder which !\RS arc listed on the Portlolio Review incILide: (1)

“Cash” (if the ARS reset period is seven days or Less, i.e.. tloaters) and (2) “Cash Equivalents.”

27. CGME did not provide its financial advisers with the training and information necessary

to explain adequately ARS products or the mechanics of the auction process to CGMFs clients.

ARS Market from August 2007 to February 2008

28. In or about August and September 2007. some ARS auctions managed b other broker—

dealers experienced failures jhe “2007 Auction I ailures”). 1 hese Ihilures were primarily based

on credit quality concerns related to the ARS at issue.

29. As a result of the 2007 Auction Failures and oilier market conditions. the ARS market

began to see decreases in demand for ARS. Based on the decreasing demand. CGM I

accumulated an increasing amount ofARS in its inventory because a higher number of C(JMI s

sri pporl bids were being Oiled.

30. Another e ffoc t of the dcc rcasing demand in the ARS market was a general increase in the

clearing rates. Given the increase in clearing rates. some ARS issuers contacted CGM l’s

investment hankers to express their complaints with the cost. of their linancing and threatened to

take kiture underwriting business to other lirms.

31 . Because of the significant increase in (‘GM I s ARS inventory. CGMI personnel began to



discuss the possibility that there might come a time when (‘GM I could no longer support the

auctions. These discussions started in or about August 2007 and continued until the 2008

Auction Failures. DLlring this time. CGMI understood that its withdrawal from the ARS market

would result in some auction failures and the illiquidity of ARS held by its clients.

32. Throughout the Thu of 2007, CGMI advised some ARS issuers to refinance their ARS

into other types oi financing such as variable rate demand obligations.

33. Despite its advice to ARS issuers. on or about Noveniber 8. 2007. (.‘( iMI increased the

sales credit paid to Smith l3arney Financial Advisers in connection with the sale of 7—day

Municipal ARS.

34. C’GMI’s internal reasons for the increased sales credit included: (1) “move increasing

inventory: (2) make “the product more attractive relative to other options”: (3) “greater u’ssu

on our balance sheet”: and (4) “greater pressure froni issuers concerning execution versus

competitors.

35. On February 11. 2008, C’GMI did not place any support bids in auctions for Student

Loan ARS. As a result, on that date all of the Student Loan ARS auctions where CGMI was

designated the lead manager ftuled.

36 . After February 11 2008. CUrvil no longer continued to place support bids on all ARS lhr

which it was designated the lead manager. Subsequently. many auctions then liuled. resulting in

the illiquiditv of billions ofdollars invested in ARS.

Auction Desk I’apcs

37. (‘GMI recorded the Auction Desk’s phone calls. These calls sometimes included

conversations with issuers. other CGMI personnel, and institutional investor clients.

38. A tier a tape was firl lv recorded. it would be catalogued and maintained Rr a period of
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ninety j90) days. Following this 90-day period, the tape would be placed in a pool oftapes

available Ibr re-recording. CGMI represents that recycled tapes were randomly selected from the

available pool lbr re-recording.

39. On or about April 17, 2008. the Texas State Securities Board (9’SSB’) requested

documentary evidence related to ARS Ibr the period from January 1, 2007 through April 17,

2008. including tape recordings. from C’GMI.

40. On or about July 2. 2008, COMI intbrmed the TSSL3 that certain tapes of the Auction

Desk fbr the period from mid-October 2007 through February 13. 2008 had been overwritten

pursuant to CGM1s represented tape recycling process. Upon discovery of the issue, COMI

promptly requested the suspension of the recycling of the Auction Desk tapes. C’GMI represents

that it subsequently detçrmined that only one ofthe nine tapes fbr the period July 13. 2007

through July 2. 2008 had in fact been overwritten.

41. As of July 2.2008, COMI had not overwritten the tapes for the period from July 13,2007

through December 17. 2007 and for the period from February 14,2008 through July 2. 2008.

42. (‘CMI failed to take adequate steps to secure one tape of the Auction [)esk.

II.

CONCLUSIONS OF LAW

I. The New Mexico Securities Division has jurisdiction over this manor pursuant to the Act.

2. The above conduct is in violation of ft 58-13B-l6A(2Xh) and 58-I3B-l6A(2Xk) of the Act

3. The Director of the New Mexico Securities Division finds the Ibliowing relief necessary

and appropriate in the public interest and for the protection of investors, and is consistent with

the purposes [hirly intended by the policy and provisions of the Act.
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Ill.

ORDER

On the basis ofthe Findings ofFact. Conclusions ofLaw. and CCiMTs consent to the entry

of this Order.

IT IS HEREBY ORDERED:

1. This Order concludes the investigation by the New Mexico Securities Division and any

other action that the New Mexico Securities Division could commence under applicable New

Mexico law on behalf ofNew Mexico as it relates to CGMI’s marketing and sale ofARS to

CGMI s tligihle Customers.” as detined below.

2. This Order is entered into solely Ibr the purpose ofresolving the above referenced multi

state investigation, and is not intended to be used Ibr any other purpose.

3. (‘GM! shall cease and desist from violating the Act and vill comply with the Act.

4. Within ten days after the entry of this order. CGMI shall pay the sum of two-hundred

thousand thur-hundred six and 05/100 dollars ($200,406.05) as Ibllows:

a. 5125.406.05 to the New Mexico Securities l)ivision; and

b. $75.000.00 to the Investor Protection Trust (hereafter the ‘IPT’) (Suite 300. 919

Eighteenth Street NW. Washington. DC 20006-5517). to be credited to the New Mexico

individual state account. with such funds to be used by the IPT to support investor education

programs designed to benefit the citizens of New Mexico. This payment shall be made by check

payable to the IPT or by wire transfer to the IPT at SuWI’rust Bank NA. Washington, DC. for

credit to the Investor Protection Trust Account, together with a cover letter identifying C’CMI as

respondents in this action and the payment designated for the New Mexico individual state

account. CGMI shall simultaneously transmit photocopies of its payment and letter to the

S



I) irector.

5. CGMI shall take certain measures with respect to current and fbrmcr customers that

purchased “Lliiible ARS” from CGMI. as defined below.

t Llgib1e\RS F oi pui poses 01 this Oi dci C ligible ARS shall mL iii auction i ate

securities that were purchased at CGN’ll on or befhre February 12. 2008. and that haye lilcd at

auction at least once between AII1JLISI 7. 2008. and December 11 * 2008.

7. blittible Customer. As used in this Consent, “Fligible Customer” shall mean:

a. Natural persons who purchased ARS at CCIM] on or hethre February 12. 2008.

and held those securities on February 12. 2008:

h. Charities, endowments. or fbundations with Internal Revenue Code Section

501 (c)(3) status that purchased ARS at CGMI on or before February 12. 2008. and held those

securities an lehruar\ 12. 2008: and

c. Small Businesses that purchased ARS at CGN4I on or before February 12, 2008.

and held those securities on FebrLiary 12. 2008. For purposes of this provision. “Small

Businesses” shall mean customers not otherwise covered by paragraph 7(b) above that had $10

million or less in assets in their accounts with CUMI net of margin loans (or if the customer

eustodied portions of its investments purchased ftoni CGM I away from (‘GM1, then had $1 0

million or less in assets custodied at C’CIMI net of margin loans plus those assets purchased lam

((iMI but custodied elsewhere), as determined by the customer’s aggregate household

position(s) as of July 31. 2008 (if the customer was not a customer of (‘OMI as of July 31 . 200$.

as of the date that the customer terminated its customer relationship with (‘( IMI. except that an’

customer cxc Iuded because ii had more than S I 0 million in assets purchased hom CUMI as ci

the lerni inatian date shall be included if such customer can reasonably show that i held $1 I)

C)



million or less in assets in its accounts at broker-dealers or other financial institutions where it

held investments as ofJuly 31, 2008).

8. Notwithstanding any other provision, “Small Businesses” does not include: (I) broker

dealers. or (ii) banks acting as conduits tbr their customers; or (iii) customers that have

represented that they had total assets of greater than $50 million, or otherwise are determined to

have had assets greater than $50 million. as of July 31, 2008.

9. In no event shall (‘CMI be required by this Order to purchase more than $10 million of

ARS from any Small Business.

10. Offer period. No later than November 5, 2008, or, tbr those Eligible Customers not

identified prior to November 5. 2008, despite COMI’s best efforts. as soon as practicable

thereafter, COMI shall offbr to purchase, at par plus accrued and unpaid dividends/interest.

Eligible ARS from Eligible Customers. This offer period shall remain open until at least

February 5.2009 rOfl’er Periocfl. CGMI may extend the Offer Period beyond this date. To the

extent that COMI is made aware that an Eligible Customer did not receive notice ofthe offer, the

Offer Period shall remain open fbr that Eligible Customer until at least 5 pm (Eastern Time) on

June 1, 2009.

II. Initial Notice. No later than seven (7) business days from December II. 2008. CCiMI

shall make best elTorts to identify and provide written notice to Bligible Customers. intbrming

them of the relevant terms of the ofkr to repurchase. the specific security and quantity purchased

(where practicable), a statement that the oflbr may be the only opportunity for the investor to

liquidate the ARS holdings, and that the oflbr to repurchase is being made pursuant to a

settlement with various regulators. CCMI shall also provide written notice to any Eligible

Customers identi fled subsequent to the Initial Notice.
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12. Scc.ç ice. To the extent that any Eligible Customer has not responded to COMI’s

oiler to purchase their Eligible ARE. CGMI shall make best cHarts to provide any such Eligible

Customer a second written notice on or behre ftrtv flve (45) days beidre the end of the Oflbr

Period including the terms detailed in paragraph 111(1 1) above. notifying them of the impending

expiration of the Offer Period, describing the state of the ARS market at that time, and

explaining the consequences of failing to sell their ARS to CGMI prior to the expiration of the

o Her Period.

13 Notification to C ustomel s Who Pwchascd ARS at OthL 1 ii m With lespcet to C (iMI

customers who hold ARS in their accounts at C’GMT that were pu’cl1EIsecl EU. other tirms. by no

later than iCrty live (45) days ftom December 11 . 2008, CGMI shall use best ef[brts to notify

such customers that they should contact those lirms directly to determine whether they are

extending an offer to purchase the customers ARS.

14. Customer Assistance Line. No later than two (2) business days from December II. 2008.

COMI shall establish a dedicated toll—free telephone assistance line, with appropriate stalling, to

provide information and to respond to questions concerning the terms of this Order. C’GMl shall

maintain this dedicated telephone assistance line through December 31 . 2009.

15. Purchase Accep,pe Deadline. Eligible Customers may accept CUMI’s offer to

purchase Eligible ARS by notifying COMI within the 011Cr Period and consistent with the

provisions ol piragi’aiphs 111(1 6) and Ill ( I 7). below.

I ( Pinch ws Rd itmiijpIliiblcCustoijcis \‘ ho (ustod I ltciiIjihlcRS_ith’jL

For Eligible Customers who custodied their I ligible ARS at (CMI as of August 31. 2008:

a. If CCiMI receives notification ofacceptance of its purchase oiler on or belbre

October 21. 2008. CCMI shall purchase the Eligible ARS from the Eligible Customer on or



before November 5, 2008: or

h. If (‘OMI receives notification ofacceptance of its purchase offer after October 21,

2008. but within the Offer Period. CGMI shall purchase the Eligible ARS on or before the next

scheduled auction date that occurs (i) afler November 5. 2008, and (ii) after three (3) business

dates afier CCIMI’s receipt ofnotification.

17. Purchases Relating to Eligible Customers Who Custody Their Eligible ARS Away From

COMI. For Eligible Customers who custodied their Eligible ARS away from COMI as of

August 31. 2008:

a. If CGMI receives: (i) notification ofacceptance of its purchase otTer on or beibre

December 5. 2008; (ii) assurance reasonably satislictoryto CGMT from the customer’s current

financial institution that the bidding rights associated with the ARS will be transferred to the

(‘CMI; and (iii) transfer of the ARS. then CCIM1 shall purchase the Eligible MS as soon as

reasonably practicable but no later than December 23. 2008: or

b. If (‘GMI receives: (i) notilieation ofacceptance of its purchase oiler alter

l)eccmber 5, 2008. but within the Offer Period: (ii) assurance reasonably satisthctory to COMI

from the customer’s current financial institution that the bidding rights associated with the ARS

will be transferred to the CGMI; and (iii) transfer of the ARS, then CGMI shall purchase the

Eligible ARS as soon as reasonably practicable but no later than the next scheduled auction date

that occurs (I) after December 23. 2008. and (2) after three (3) business dates after COME’s

receipt of notification.

e. CGMI shall use its best efforts to identify, contact, and assist any Eligible

Customer who has transferred the ARS out of CGMT’s custody in returning such ARS to

(‘CMI ‘s custody, and shall not charge such Eligible CListomer any fees relating to or in

12



COnnLct1On with the return to CUMI or custodianship by CG1VII of such i-RS.

18. Relief for Investors Who Sold Below Par. CGMI shall make best efforts to identify any

Eligible Customers who sold Eligible ARS below par between February 11, 2008. and December

2008. By November 5. 2008. COMI shall pay any such identilied Eligible Customers the

dillerence between par and the price at which the Eligible Customer sold the Eligible ARS. plus

reasonable niterest thereon. C (IMI shall promptly pa’ any such Eligible Customers identifled

thereafter.

1 9. !Jif Efforts Ibr Institutional and Other Customers. CGM1 shall endeavor to work with

issuers and other interested parties. including regulatory and governmental entities, to

expeditiously and on a best—cOons basis provide liquidity solutions. by December 31 . 2009. lhr

institutional ifl\ estors and other customers that purchased Eligible ARS lioni C (1 Ml on or helhre

I- ehruarv 1 2. 2008. and are not otherwise covered by paragraph 111(7). above.

20 Refund ol RtfinanL mgiccs to MumcJp4l Issums By Januat 1 2009 ( ( iMI shall

reftmd to municipal issuers underwriting lees the issuer paid CGMI tbr the relinancing or

conversion of their ARS that occurred after February II. 200$. where CGM I acted as

underwriter (hr both the primary o OCring ol’ ARS between August 1. 2007 and February 11

200$. and the refhnd jug or conversion of the ARS aker February 11 . 2008.

21 . ReporstoNASAA. Within twenty (20) days o ithe end ol’euch momh. hucinninu ‘ ith a

report covering the month ended N.ovemher 30. 2008 (due on December 20. 2008) and

continuing through and including a report covering the month ended December 31, 2009 (due on

January 20. 201 0). CGMI shall submit a monthly written report detailing the eftbrts in which

C(1MI has engaged and the results of those efThrts with respect to (‘GM! s institutional

investors holdings in ARS. 1 he report shall be submitted to a representative specified by the



North American Securities Administrators Association (“NASAA’). Beginning in March

2009. CGM1 shall meet quarterly with a designated NASAA representative to discuss its

progress with respect to its obligations pursuant to this Order. Such quarterly meetings shall

continue until no later than December 2009, The reporting or meeting deadlines set .fbrth above

may he amended with ritten permission from a designated NASAA representative.

22. .nsequcntial Damges Claims. CGMI shall consent to participate, at the Eligible

Customers election, in the special arbitration procedures as brie liv described below. I inder

these procedures. an arbitration process. under the auspices olihe Financial Industry Regulatory

Authority (“FINRA”). will be available for the exclusive purpose of arbitrating any Eligible

Customer’s consequential damages claim. These arhitrations will he governed by the proceIl’es

described briefly helov

a. Arbitrator. Arbitration shall be conducted by a single public arbitrator.

b. ForumFees. C’GMJ will pay all ibrum tees associated with the arbitration lbr

Eligible Customers.

c. Burden of Proof Customers shall bear the burden of provmg by a prepondertiice

of the cv deuce die existence and amount of consequential damages suftCred as a result of the

illiquidily of the Eligible ARS. AlthoUgh it may delbnd itself against eonsecluemial damage

claims. CGMI shall not argue against liability tbr the illk1uidity of the Lmderlving ARS position

or use as part of its defense any decision by the Eligible Customer not to borrow money ll’om

CGMI.

d. Other_Darnaces. Eligible Customers who elect to use the special arbitration

proceL] ided hr in this Order shall not he eligible lhr punitive damages. or any other

type of damages other than conseq ueniial damages.

4



23. Other Proceedings/Relict All customers, including but not limited to Eligible Customers

who avail themselves of the relief provided pursuant to this Order. may pursue any remedies

against (‘CMI available under the law. Ilowever. those customers that elect to utilize the special

arbitration procedures set fbrth above, rather than regular arbitration at FINRA. are limited to the

remedies available in the special arbitration process and may not bring or pursue a claim relating

to AilS in another forum.

Additional Considerations

1. in consideration of the settlement, the New Mexico Securities Division. will refrain from

taking legal action. excluding this Order. against CCIMI with respect to CGM]’s marketing and

sale to its institutional investors until a date after December 31, 2009.

2. If payment is not made by COMI, or ifCOMI defaults in any of its obligations set lbrth

in this Order. the New Mexico Securities Division may vacate this Order, at its sole discretion.

upon 10 days notice to (‘CMI and without opportunity for administrative hearing.

3. This Order is not intended to indicate that (‘CMI or any of its affiliates or current or

former employees shall be subject to any disqualifications contained in the federal securities law.

the rules and regulations there under. the rules and regulations of self-regulatory organizations or

various states securities laws including any disqualilicalions from relying upon the registration

exemptions or safe harbor provisions. In addition. this Order is not intended to form the bwds for

any such disqualifications.

4. For any person or entity not a party to this Order, this Order does not limit or create any

private rights or remedies against COMI including, without limitation. the use ofany c-mails or

other documents ofCGMl or ofothers ibr the marketing and sale of ARS to investors, limit or

Is



create liahilii\ of (‘GM I. or limn or create delnses ci CGMI to any claims.

5. Nothing herein shall preclude New Mexico. its departments, agencies. hoards. commissions.

authorities, political subdivisions and corporations, other than the New Mexico Securities Division

and only to the extent set fbrth in paragraphs Ili( ) and I V( 1) above.. (cc Ilectively. “State Entities”)

and the officers, agents or employees of State Entities horn asserting any claims, CauSeS ofaction.

or applications for compensatory, nominal and/or punitive damages. administrative, civil, criminal.

or nunctive relic tagainsi, (_(M I in collncction with the niarkctniu and sale of ARS by (‘GM I.

6. This Order shall not disqualil’v COMI or any of its afhiliatcs or current or tormer

employees from any business that they otherwise are qualified or licensed to perlirm under

applicable state law and this Order is not intended to ft)rm the basis for an disqualification.

7. This Order and any dispute related thereto shall be construed and enlhrced in accordance

with, and governed by. the laws of New Mexico without regard to any choice of law principles.

K. (.‘( Ml. throuoh its execution of this Consent Order. voluntarily waives its right to a hearing

on this matter and to judicial review of this Consent Order under 5K-i 3R-53 and 5K-I 313-56 o

the Act.

C) COMI enters into this Consent Order voluntarily and represents that no threats. Oilers.

promises. or inducements ofan’ kind have been made by the New Mexico Securities Division or

any member, ofhiccr, employee, agent. or representative of the New Mexico Securities Division

to induce C( M I to enter into this Consent Order.

10. ihis Order shall be binding upon CGMI and its successors and assigns as well as to

successors and assigns of relevant alThiatcs with respect to all conduct subject to the provisions

above and all future obhigatins. responsibilities, undertakings. commitments, limitations.

restrictions, events, and conditions.

I ()



I)ated th s I day

New Mexico Securities Division
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CONSENT TO ENTRY OF ADMINISTRATIVE ORDER BY CUMI

(‘CMI hereby acknowledges that it has been served with a copy of’ this Administrative

Consent Order, has read the thregoing Order, is aware of its right to a hearing and appeal in this

mat icr. and has waived the same.

CGMI admits the jurisdiction ol the New Mexico Securities Division, neither admits nor

denies the Findings of’Fact and Conclusions of Law contained in this Order: and consents to entrY

cHins Order by the New Mexico Securities Division as settlement ofihe issues contained in this

Order.

CGMI stales that no promise ci any kind or nature whatsoever was made to it to induce it to

enter into this Order and thai it has entered into this Order vclumaril\

f’{ 1 represents that he/she is hL’CGNll

and thai. as such. has been authorized by COMI to enter into ibis Order for and on behalf of COMI.

COiVIl agrees that ii shall not claim, assert. ci’ apply lot’ a tax deduction or tax credit with regard

to an state. fideral. or local tax for any administrative monetary pe [ty that C’GMl shall pay

pursuant to this Order.

Dated this 3 Jay 01
, 2Oo.

C it igro up C lohal Markets Inc.

lii Ic: j

________-
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