UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

SECURITIES AND EXCHANGE COMMISSION,
Plaintiff, : Civil Action No.
-against- : 03 Civ. 2941 (WHP)

MERRILL LYNCH, PIERCE, FENNER
& SMITH INCORPORATED,

Defendant.

FINAL JUDGMENT AS TO DEFENDANT
MERRILL LYNCH, PIERCE, FENNER & SMITH INCORPORATED

Plaintiff Securities and Exchange Commission (“Commission”) having filed a Complaint
in this action (“Complaint”) and Defendant Merrill, Lynch, Pierce, Fenner & Smith Incorporated
(“Defendant”) having (a) entered a general appearance, (b) consented to the Court’s jurisdiction
over Defendant and the subject matter of this action, (c) consented to entry of this Final
Judgment without admitting or denying the allegations of the Complaint (except as to
jurisdiction), (d) waived findings of fact and conclusions of law, and (e) waived any right to
appeal from this Final Judgment; and the Commission having agreed that, on the basis of this
Final Judgment, it will not institute a proceeding against Defendant pursuant to Sections 15(b),
15B, 15C, or 19(h) of the Securities Exchange Act of 1934 (the “Exchange Act”): _

L.

Injunctive Relief

IT IS HEREBY ORDERED, ADJUDGED, AND DECREED that:



A. Detfendant, Defendant’s officers, agents, servants, employees, attorneys, and all
persons in active concert or participation with them who receive actual notice of this Final
Judgment by personal service or otherwise are permanently restrained and enjoined from
violating Section 15(c) of the Exchange Act and Rule 15¢1-2 promulgated thereunder [15 U.S.C.
§ 780(c) and 17 C.F.R. § 240.15¢1-2] by making use of the mails or any means or
instrumentality of interstate commerce to effect any transaction in, or to induce or attempt to
induce the purchase or sale of, any security by means of any act, practice, or course of business
which operates or would operate as a fraud or deceit upon any person.

B. Defendant, Defendant’s officers, agents, servants, employees, attorneys, and all
persons in active concert or participation with them who receive actual notice of this Final
Judgment by personal service or otherwise are permanently restrained and enjoined from
violating Rule 2110 of the Conduct Rules of NASD Inc. (“NASD”) and Rules 401 and 476 of the
New York Stock Exchange, Inc. (“NYSE”), by (1) engaging in acts or practices that create or
maintain inappropriate influence by investment banking over research analysts and therefore
impose conflicts of interest on research analysts, and by failing to manage these conflicts in an
adequate or appropriate manner; and (2) publishing research reports that are contrary to the
beliefs of its research analysts and fail to disclose that fact, do not provide a sound basis for
evaluating facts, are not properly balanced, and/or contain exaggerated or unwarranted claims
and/or opinions for which there is no reasonable basis.

C. Defendant, Defendant’s officers, agents, servants, employees, attorneys, and all
persons in active concert or participation with them who receive actual notice of this Final
Judgment by personal service or otherwise are permanently restrained and enjoined from

violating NASD Rule 2210 and NYSE Rule 472 by issuing communications to the public that



























