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WHEREAS, The Attorney General of the State of South Carolina as Securities Commissioner has
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requested by the staff during the investigation. Despite repeated inquiries from the staff and state
investigators, Deutsche Bank insisted during the investigation that its production of the e-mail was
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information, reports, and recommendations upon which investors could rely in making informed

investment decisions.
B. Investment Banking at Deutsche Bank
14. Deutsche Bank’s investment banking division assists companies with raising capital through

initial public offerings (“IPOs”), “follow-on” offerings (subsequent offerings of stock to the public), and
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funded 43%, and the retail department funded 7%.
18. Investment banking considerations were an important factor in deciding what research to

provide and how much research analysts were paid. As stated below, Deutsche Bank’s compensation

structure rewarded analysts for investment banking deals consummated in_their sectors  nvestment
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A, Analysts’ Compensation Was Determined In Part By
The Analysts’ Contribution to Investment Banking Revenues

19. In order to “align” the interests of the analysts with the interests of the other departments at the
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research analysts would cover the company if the company gave it investment banking business. Deutsche

Bank pitchbooks spoke of the firm’s “commitment to research” and to the company, stating that Deutsche
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leading advocate.” Analysts prepared one section of the pitchbooks, entitled “Research Positioning.”
Deutsche Bank analysts typically prepared this section after completing some due diligence on the
company and discussed in the section how the analyst would market the company to investors in research

reports. Generally, the research positioning section of the pitchbook made a variety of positive statements
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promote the company’s “compelling business model,” its action in “rebuilding supply chains to provide
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future business, [they] had to have research coverage and it had to be from a U.S. analyst O the lack of

coverage continues to be a major problem in our relationshin, and we have heen ratecarically acenrad
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' that none of deal flow will come our way until we make good on our promise”. Thus, in at least some
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44, Indeed, at least one company conditioned payment of its investment banking fee to
Deutsche Bank upon receiving research coverage after the transaction. Proxima ASA withheld
payment to Deutsche Bank of approximately $6 million in investment banking fees relating to its
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an order with Deutsche Bank to sell more than a million shares of its position in the stock.
Immediately after the sale, the Deutsche Bank institutional salesperson responsible for the account sent

an e-mail to the director of research, commending the analyst’s performance and stating that the client

would be sending itg Jnszitutiong] [nyestgr votesto the analust (Suhscrihere vate for analucte that haua

: &;-‘gl‘in‘:a.;#-.-m,e-nw-—_l-m;]u dba smecat Tl cooaSg) ] )

2t







cannot be attributed to the selling efforts of any one firm, the commissions for the sales are placed into

an “institutional pot.” The credits are then divided among the firms as selling concessions). Deutsche

after the end of the quiet period. The research report did not disclose the $87,500 payment.
55. Deutsche Bank also received a payment of $150,000 in March 2000 for research on United
Therapeutics, Inc. and a payment of $375,764 in December 2001 for covering Trimeris, Inc.

56. In each of the four instances where Deutsche Bank received a payment for research,
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Bank was considered a member of the “selling group;” however, the selling group members do not

retain any underwriting risk and Deutsche Bank did not acquire or sell any shares in these offerings).










noticed apparent discrepancies in the volume of e-mail that was being produced for various
individuals. The regulators also believed that anticipated responses to certain e-mails were missing
and the production appeared to be incomplete. These discrepancies were immediately brought to the
attention of Deutsche Bank. Deutsche Bank repeatedly assured the regulators that its e-mail

production was complete. Responding to the issues raised by the regulators, the firm stated that the
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The Securities Commissioner finds that Deutsclg_B_a,pk violated 8§ 35] ﬁprd\m\ [farmarh; 35
y

1-520(2)(i)) of the Act by:
(a) failing to establish and maintain adequate policies, systems and procedures for
supervision and control of the research and investment banking departments reasonably designed to

detect and prevent the foregoing investment banking influences and mange the conflicts of interest to
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The Securities Commissioner finds the following relief appropriate and in the public interest.












13.  This Order shall be binding upon Deutsche Bank and its successors and assigns.
Further, with respect to all conduct subject to Paragraph 2 above and all future obligations,
responsibilities, undertakings, commitments, limitations, restrictions, events, and conditions, the terms
“Deutsche Bank” and “Deutsche Bank’s” as used herein shall include Deutsche Bank’s successors and
assigns which, for these purposes, shall include a successor or assign to Deutsche Bank’s investment
banking and research operations, and in the case of an affiliate of Deutsche Bank, a successor or assign

to Deutsche Bank’s investment banking or research operations.

Dated this _/__éday %2006.
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