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The entries in the following timeline are derived from public 
accounts,  such as press releases and news stories. Allegations 
of misconduct — whether by regulatory or government enti-
ties, plaintiffs in civil actions or any other person or entity — 
do not necessarily indicate that a firm or individual engaged 
in or was found culpable of the activity alleged, or that 
charges were ultimately pursued. In some instances, actions 
may still be pending. In addition, the reader should bear in 
mind that settlements are typically entered into by firms and 
individuals without any admission of wrongdoing.

The Mutual Fund
Scandal Timeline



The Three key abuses
Key abuse #1: market Timing

Mutual funds are designed to be held for years, even decades. Market timing occurs 
when shares are sold within days or weeks of purchase in an effort to capture short-
term price anomalies. The activity creates three problems for mutual funds and their 
investors: First, trading increases expenses. Second, it reduces returns, because fund 
managers are forced to maintain larger-than-normal cash positions to accommodate 
the timers’ withdrawal requests. Third, the practice increases volatility. Timers are 
immune to these problems because they own the shares for such a short period. 
Thus, it’s the fund’s ordinary shareholders who suffer the consequences. For this 
reason, fund prospectuses generally prohibit market timing. 

Key abuse #2: late trading
Mutual funds are priced once per day, after the markets close at 4:00 p.m. It takes a 
few hours for funds to compute their net asset values, which are based on the num-
ber of shares of each security they hold and the closing price of each of those securi-
ties. Trades placed after 4:00 p.m. are supposed to be executed on the next trading 
day. Late trading occurs when such trades are recorded as having occurred prior to 
the day’s close — in essence, enabling investors to “predict” results that have already 
occurred. It not only gives participants illicit gains, it reduces the returns of the 
fund’s ordinary shareholders.

Key abuse #3: Revenue Sharing
Mutual fund companies earn fees from managing assets; the more assets they man-
age, the more fees they collect. Revenue sharing (also known as shelf-space pay-
ments) occurs when fund companies secretly pay brokerage firms and financial 
advisors to get them to sell their products to clients. Clients believe they are receiv-
ing recommendations designed for their benefit when, in fact, the firms and their 
brokers are simply trying to garner extra commissions and other incentives, such as 
trips to luxury resorts, jewelry, tickets to concerts and sporting events, and other 
enticements. 



2003
10/29/2003 Massachusetts and federal regulators announce plans to file civil 

complaints against Putnam Investments, the nation’s fourth larg-
est mutual fund company, alleging that the firm failed to prevent 
repeated short-term trading by employees and some customers. 

11/4/2003 Putnam CEO Larry Lasser resigns.

12/02/2003 SEC and New York attorney general say they will recommend enforce-
ment actions against Invesco Funds for market-timing violations.

12/8/2003 SEC to recommend enforcement action against MFS Funds for mar-
ket-timing violations. 

12/17/2003 Employees at the Federal Reserve caught market timing in the 
Fed’s retirement plan account; Fed officials ask them to stop. 

12/17/2003 Putnam Investments discharges nine employees for improper trading. 

12/18/2003 Alliance Funds to pay New York $250 million to settle market- 
timing charges.

12/23/2003 Principal Financial Group says some staff improperly traded in 
their personal accounts. 

2004
1/14/2004 Former vice chairman of Fred Alger Management sentenced to 

one to three years in prison for tampering with evidence.

1/20/2004 MFS appears to have known about market timing in its funds but 
was slow to curtail it.

1/23/2004 New York subpoenas Conseco, Lincoln, and Hartford in connection 
with variable annuity sales practices. 

1/23/2004 MFS named in $100 million late-trading scam.



1/30/2004 Vanguard employee tells regulators that the firm is unable to ser-
vice shareholder accounts efficiently.

2/3/2004 New York arrests former executive of Canadian Imperial Bank of 
Commerce for allegedly stealing $1 million from mutual funds in a 
late-trading scheme.

2/5/2004 Massachusetts regulators say Franklin Templeton funds has fraudu-
lently harmed long-term investors by allowing a Las Vegas broker to 
market-time the funds.

2/5/2004 CIBC’s world markets head David Kassie quits. 

2/6/2004 MFS to pay $225 million and cut its fees by $125 million to settle fed-
eral and state late-trading charges; two MFS executives suspended. 

2/10/2004 Franklin Templeton says it expects SEC to file charges against it 
and two executives for market timing. Investors file lawsuit against 
the firm.

2/11/2004 Congress proposes legislation that would require mutual funds to 
disclose hidden fees. 

2/12/2004 Fifteen firms settle with SEC and NASD, agreeing to pay a total of 
$21.5 million to settle charges they did not provide investors with 
discounts when buying mutual funds.

2/18/2004 New Jersey regulators sue four entities related to PIMCO funds, 
saying they defrauded investors by allowing a hedge fund to trade 
improperly.  

2/18/2004 MFS says it is under SEC investigation related to directed-brokerage 
and revenue-sharing arrangements with brokerage firms. 

2/19/2004 CalPERS, largest pension fund in U.S., puts Franklin Templeton on 
probation amid SEC probe. 

2/19/2004 North Carolina blasts mutual fund industry for paying association 
dues with investors’ money. 

2/20/2004 State Street to pay $1.5 million to settle NASD market-timing charges.

2/24/2004 SEC says three FleetBoston mutual funds, including one designed 
for kids, allowed market timing. 



2/25/2004 Fidelity tells Massachusetts regulators that 12(b)(1) fees are “fair.”

2/26/2004 Senate bill on mutual funds calls for disclosure of actual costs paid 
by shareholders. 

2/26/2004 FleetBoston puts eight executives on leave for market timing. 

2/26/2004 In an effort to stifle market timing, SEC might make 2% redemption 
fees mandatory for shares redeemed within five days of purchase.

2/27/2004 West Virginia subpoenas mutual fund trading records of Strong 
Funds and Morgan Stanley. 

2/27/2004 AXA Financial to pay NASD fine to settle charges that clients paid 
fees to transfer money between funds; transfers were supposed to 
be free. 

3/3/2004 Putnam says two executives have left the firm following discovery 
of "operational errors." 

3/3/2004 RS Investments says it expects fraud charges pertaining to market-
timing allegations.

3/7/2004 SEC probes MetLife for market timing in its mutual funds and vari-
able annuities.

3/16/2004 Bank of America and FleetBoston to pay $675 million fine settling 
mutual-fund trading allegations. 

3/19/2004 NASD investigates six securities firms for misconduct in sales of 529 
college savings plans.

3/23/2004 Putnam says three top execs knew of managers’ improper mutual 
fund trades.

3/25/2004 New York attorney general blasts mutual fund boards for poor over-
sight. 

3/25/2004 Consumer Federation of America pressures Congress to reform 
mutual fund industry. 

3/25/2004 SEC says portfolio manager pay at Putnam is “lavish.”



3/29/2004 Two more Putnam fund managers resign. 

3/29/2004 New York may force Janus funds CEO to resign. 

3/30/2004 President of Federated funds quits amid late-trading allegations. 

3/31/2004 RS Investments near settlement with New York about market timing.

3/31/2004 Edward D. Jones & Co. says SEC might file charges of revenue-shar-
ing violations.

3/31/2004 MFS to pay $50 million fine to settle SEC action for not disclosing 
directed-brokerage agreements.

4/2/2004 Massachusetts looking into whether Putnam issued rebates to 
favored 401(k) plans. 

4/3/2004 Federal judges hold hearing on one hundred private lawsuits 
against six mutual fund companies that allowed wealthy clients to 
market-time and late-trade.  

4/5/2004 SEC may ask court to make Putnam pay $830 million in fines. 

4/7/2004 SEC examining Morgan Stanley for potential market timing in 
mutual funds; two Morgan Stanley executives fired.

4/8/2004 Janus announces it paid lofty bonuses to senior executives.

4/8/2004 Scudder funds admits problems in the way it calculated fund 
expenses. 

4/9/2004 Putnam admits employees cheated in retirement plans.

4/9/2004 Putnam to pay $110 million to settle federal and state allegations of 
improper market timing in its mutual funds.

4/13/2004 David Lerner Associates to pay $100,000 to settle NASD charges 
that it conducted illegal mutual fund sales contests.

4/21/2004 Janus funds chief executive quits amid mutual fund probe. 

4/22/2004 Department of Labor launches mutual fund investigation to see if 
market timing and sales practices have harmed workers investing in 
retirement plans.



4/27/2004 NASD issues rules requiring brokers to make sure investors under-
stand variable annuities.

4/28/2004 Janus to pay $100 million in fines and restitution to investors and 
to reduce fees $125 million to settle charges that it allowed abusive 
trading in its mutual funds. 

5/6/2004 Jefferson National Life Insurance Co., a former unit of Conseco, 
says it may be charged by regulators for improper fund trading with-
in its annuities. 

5/7/2004 SEC files fraud charges against PIMCO funds for market timing.  

5/7/2004 Canadian insurance giant ends relationship with Putnam because of 
timing scandal. 

5/10/2004 Janus talking with SEC about its relationships with brokers. 

5/10/2004 New York subpoenas Putnam over 401(k) fee rebates. 

5/11/2004 Prudential probed regarding sales practices of mutual funds and 
variable annuities.

5/12/2004 Ontario Securities Commission reviews Canadian mutual funds, 
looking for trading abuses and undisclosed market timing. 

5/12/2004 Federal regulators ask if banks pressure their mutual fund units to 
buy the banks’ IPOs.

5/12/2004 Seligman Funds says it reimbursed investors $3.7 million for losses 
incurred by market timing. 

5/12/2004 NASD forms task force to make mutual fund costs and distribution 
agreements more transparent to investors.

5/14/2004 SEC says 12(b)(1) fees benefit mutual fund companies, not share-
holders. 

5/14/2004 SEC says unit of MetLife may be charged for letting investors mar-
ket-time annuities.

5/17/2004 SEC identifies weak broker-dealer practices regarding sales suitabil-
ity, disclosure, supervision, training, and records maintenance for 
variable annuities. 



5/19/2004 Franklin Templeton funds anticipates settlement with SEC for 
allowing investors to time its funds. 

5/20/2004 Strong Funds and founder Richard Strong to pay a total of $140 
million to settle fraud charges concerning undisclosed mutual fund 
trading.

5/20/2004 NASD fines American Express $300,000 over revenue-sharing 
agreements with mutual funds.

5/20/2004 NASD fines three securities firms and one broker a total of $503,000 
to settle charges of faulty record keeping and inadequate variable 
annuity sales procedures and marketing materials.

5/26/2004 SEC enhances disclosure of mutual fund discounts.

5/26/2004 Putnam, Janus lose a total of $3.9 billion in assets in April as inves-
tors pull money out. 

5/27/2004 SEC investigates trading practices and procedures at Wellington, 
subadvisor to Vanguard Funds. 

5/28/2004 SEC warns of enforcement actions against Empire Financial for 
market timing and late trading. 

6/2/2004 Davenport to pay NASD $738,000 to settle charges that variable 
annuity shareholders were harmed by the firm’s market timing and 
late trading of mutual fund shares.

6/7/2004 U.S. requests information from AIM funds. 

6/10/2004 Schwab CEO David Pottruck says he expects fund scandal to grow. 

6/11/2004 Former Putnam CEO Larry Lasser to receive $78 million as he severs 
ties with firm.

6/14/2004 New York investigates conflict of interest over fees insurers pay bro-
kers to sell their products. 

6/16/2004 Regulators shift focus to sales practices of variable annuities. 

6/17/2004 SEC puts Bear Stearns on notice of possible civil charges for 
improper mutual fund trading. 



6/19/2004 Three senior executives at Invesco depart over market-timing scan-
dal at firm.

6/22/2004 Pilgrim Funds to pay $100 million to settle SEC charges it allowed 
select clients to engage in market timing.

6/22/2004 Smith Barney and Salomon sued; investors say they offered 
rewards to brokers who pushed their funds. 

6/24/2004 Five brokerage firms to pay $625,000 to NASD to settle charges 
relating to lax trading guidelines. 

6/25/2004 Empire Financial CEO resigns amid SEC probe of mutual fund trad-
ing practices.

6/30/2004 Bank One to pay $90 million for its role in mutual fund scandal.

7/2/2004 Goldman Sachs to pay $2 million to settle SEC charges relating to 
making illegal offers of securities.

7/2/2004 SEC questions MainStay Fund’s “guarantee” that shareholders will 
be made whole in 10 years if their investments fall below original 
value. 

7/7/2004 SEC asks Putnam and T. Rowe Price about their revenue-sharing 
arrangements with 401(k) administrators.

7/9/2004 SEC announces plan to expand number of individuals facing fraud 
charges for abusive trades at Invesco.

7/12/2004 Fremont Investment Advisors may face SEC action for market timing. 

7/15/2004 SEC says five former Prudential Securities brokers used false identi-
ties to trade $1.3 billion in market-timing scheme.

7/19/2004 Three Invesco execs leave amid allegations they let investors mar-
ket-time.

7/21/2004 Investors file class action suit against Salomon Brothers and Smith 
Barney for allegedly breaching fiduciary duties by steering them to 
more expensive funds. 



78/3/2004 Franklin Templeton funds to pay $50 million for market timing.

8/3/2004 Fidelity Brokerage Services to pay $2 million to settle SEC and 
NYSE charges of document alteration and destruction.

8/6/2004 Piper Jaffray says it faces action for directed-brokerage arrange-
ments.

8/9/2004 Conseco and Jefferson National to pay $20 million to settle 
charges they permitted market timing of funds through their 
variable annuities.

8/9/2004 Morningstar suspects Evergreen manager of market timing. 

8/10/2004 SEC probes Federated Investments for money laundering. 

8/10/2004 Olympic Cascade to settle market-timing issues with NASD. 

8/13/2004 Evergreen Investments, part of Wachovia, says two of its funds are 
being investigated in the mutual fund scandal.

8/13/2004 SEC says Van Eck funds may be next target in mutual fund probe.

8/18/2004 Janus funds to pay $100 million to settle SEC fraud charges for 
undisclosed market-timing agreements.

8/19/2004 NASD prohibits Seattle firm from opening mutual fund accounts for 
thirty days, citing improper market-timing trades. Firm also to pay 
$300,000 in fines.

8/24/2004 Ex-CIBC rep sentenced to year in jail for committing $20 million 
mutual fund fraud. 

8/25/2004 SEC files civil fraud charges against JB Oxford Holdings, National 
Clearing Corporation, and three officers for facilitating late trading 
and market timing. 

8/26/2004 SEC files fraud action against Van Wagoner Funds and Garrett Van 
Wagoner, including $800,000 penalty and certain restrictions on 
industry activities by Van Wagoner.

8/27/2004 Putnam investors withdraw $83 billion in one year. 



8/30/2004 SEC in settlement talks with AMVESCAP for market timing. 

8/31/2004 Franklin Templeton funds says it expects charges by California for 
revenue-sharing payments to brokerage firms. 

9/1/2004 Three former employees of Invesco Funds settle charges related to 
market-timing abuses.

9/3/2004 Vanguard accuses Fidelity of misleading investors about fee roll-
backs. 

9/7/2004 New York promises to bring more mutual fund abuse cases.  

9/8/2004 AMVESCAP, parent of fund companies Invesco and AIM, to pay 
$450 million to settle charges of improper trading activity. 

9/9/2004 Internal ING Funds review says improper trades are “isolated.” 

9/9/2004 Former CEO of Invesco Funds to pay $500,000 to settle lawsuits 
over improper mutual fund trading; agrees to two-year ban from 
working in industry. 

9/10/2004 AMVESCAP kills Invesco brand name for U.S. retail investors. 

9/13/2004 PIMCO funds to pay $50 million to settle SEC charges. 

9/14/2004 SEC claims Charles Schwab & Co. allowed certain customers to late 
trade in mutual funds. 

9/15/2004 PIMCO to pay $11.6 million to settle SEC charges it failed to disclose 
directed-brokerage and shelf-space payments at brokerage firms. 

9/16/2004 Bridgeway Capital Management and its president to pay a total of 
$5 million to settle SEC charges of illegal performance fees. 

9/17/2004 California says 12(b)(1) fees can undermine fund performance. 

9/20/2004 Franklin Templeton to pay $5 million to settle Massachusetts 
charges that it failed to admit wrongdoing in an SEC filing referring 
to its market-timing settlement with the state. 

9/21/2004 TD Waterhouse to pay $2 million to settle SEC charges of undis-
closed cash payments to three investment advisers to encourage 
them to place client assets at the firm.



9/21/2004 Franklin Templeton funds to pay $5 million fine to settle charges of 
collaborating with market timer. 

9/22/2004 Ontario Securities Commission warns four mutual fund managers of 
potential enforcement proceedings for market timing. 

9/28/2004 Wachovia says it may face SEC enforcement action against retail 
brokerage unit for mutual fund trading activity.

9/29/2004 SEC probes fund managers for using personal assets to make 
improper investments.

9/30/2004 SEC files fraud charges against Raymond James Financial Services 
in connection with scheme by former broker.

9/30/2004 Civil lawsuit alleges J. P. Morgan, Lehman Brothers improperly 
traded funds, hurting investors. 

10/1/2004 Tainted by fund scandal, Pilgrim Baxter changes name to Liberty 
Ridge Capital.

10/5/2004 RS Investment Management to pay $25 million to settle SEC 
market-timing charges. 

10/6/2004 AIM’s chief investment officer takes leave of absence over his role in 
market-timing investigations. 

10/7/2004 NASD fines Sentinel Funds $700,000 for not stopping market tim-
ing in its funds.

10/8/2004 Invesco’s former CEO to pay $500,000 fine to settle charges related 
to market-timing abuses. 

10/8/2004 Study says scandal will force mutual fund companies to hire thou-
sands of more lawyers.

10/8/2004 SEC examines Putnam, Gartmore, and WWW Internet Fund for 
alleged mistakes in performance-based fee calculations. 

10/8/2004 Invesco, AIM pay a total of $375 million to settle SEC market-timing 
allegations. 

10/11/2004 SEC subpoenas Gabelli mutual funds related to investigation of pos-
sible improper trading. 



10/12/2004 Sentinel to pay $700,000 fine to settle NASD charges it failed to 
stop market timing in its funds. 

10/13/2004 Brokerage firm A. G. Edwards says Justice Department examining 
possible improper fund trades; two brokers fired for market timing  
in mutual funds, NASD bars one from the industry for a year.

10/13/2004 Bear Stearns reviewing its employee emails in market timing probe. 

10/15/2004 A. G. Edwards says it expects revenue to decline due to ban on 
directed brokerage. 

10/19/2004 SEC investigating FMI Mutual Funds for possible improper fund 
trading practices.

10/19/2004 SEC probes Bear Stearns for its municipal bond offerings. 

10/20/2004 Regulators vow to become even stricter, threatening to take firms to 
trial. 

10/21/2004 SEC censures KPMG and partners for improper professional conduct 
in Gemstar audit. 

10/22/2004 Strong Funds to slash workforce by 12%.

10/23/2004 SEC considers charges against former Citigroup executive over 
financial relationship with transfer agent.

10/25/2004 SEC suspects kickbacks to retirement consultants.

10/26/2004 Citigroup Global Capital Markets to pay $250,000 to settle NASD 
charges of distributing inappropriate hedge fund sales literature. 

10/26/2004 Massachusetts charges Franklin Templeton with fraud for not 
admitting wrongdoing in mutual fund case.

11/2/2004 NASD mulls enforcement action against ING for frequent trading at 
Pilgrim Funds. 

11/5/2004 Fremont Funds to pay SEC $4 million to settle market-timing and 
late-trading charges.

11/5/2004 New York, SEC subpoena OppenheimerFunds in their investiga-
tions of improper mutual fund trading.

11/9/2004 Legg Mason to pay $1 million to settle SEC changes of improper 
mutual fund trades. 



11/10/2004 Janus funds investors pull $900 million during October. 

11/10/2004 Marsh & McLennan Companies, Putnam parent, to cut three 
thousand jobs.  

11/15/2004 American Funds investigated by California Attorney General about 
shelf-space payments. 

11/15/2004 Putnam funds to lay off one hundred. 

11/15/2004 Study says mutual fund investors pay $17.3 billion in costs not 
reported in prospectuses. 

11/18/2004 Pilgrim Baxter’s Harold Baxter and Gary Pilgrim to pay a combined 
$160 million to settle fraud charges concerning undisclosed market 
timing. 

11/18/2004 Franklin Templeton to pay $18 million to settle California charges it 
paid kickbacks to brokers.

11/24/2004 SEC may target funds for failing to provide proper information to 
their boards. 

11/24/2004 Two managers of Harvard’s endowment fund have combined pay-
checks totalling$50 million.

11/30/2004 AIG to pay $126 million to settle fraud charges regarding offer and 
sale of an earnings management product. 

12/1/2004 NASD bars former AmSouth broker for life for not disclosing risks to 
clients; sales assistant charged with forgery. 

12/2/2004 NASD fines twenty-nine firms a total of $9.2 million for failing to 
disclose information about brokers. 

12/14/2004 Two companies that sell Franklin Templeton funds to pay $20 
million to settle charges regarding shelf-space payments. 

12/15/2004 SEC says no end in sight for fund industry probes. 

12/15/2004 Franklin Templeton funds under Canadian microscope. 

12/16/2004 NASD and SEC question gifts exchanged between brokerage firms 
and fund managers. 



12/17/2004 First Command to pay $12 million to settle SEC and NASD charges 
involving misleading sales practices to members of the military.

12/17/2004 Fidelity disciplines fourteen traders; two others depart amid gift 
probe. 

12/20/2004 Seven Canadian financial firms to pay total of $163 million to settle 
market-timing charges. 

12/20/2004 Head trader at Fidelity fined amid gift probe.

12/21/2004 SEC examiner probed for bribery attempt. 

12/21/2004 Edward D. Jones & Co. to pay $75 million to settle late-trading, 
revenue-sharing charges. 

12/22/2004 H&R Block to pay $825,000 to settle charges it helped a hedge fund 
engage in abusive mutual fund trading practices. 

12/28/2004 Edward D. Jones & Co. says its top exec will step down.

12/28/2004 Industry survey says 12(b)(1) fees, annuities targets of reform. 

12/29/2004 More funds cutting fees, scrapping Class B shares because of fund 
scandal. 

12/29/2004 Putnam funds delivers some of the worst performances of the year; 
investors yank $26.8 billion. 

12/29/2004 Edward D. Jones & Co. lampooned in financial press for having 
bragged in ads about its good conduct. 

12/30/2004 J. P. Morgan Chase suspected of role in late trading.  

2005
1/3/2005 NASD says it collected $102 million in fines in 2004, filed 1,360 

enforcement actions and barred or suspended 830 people. 

1/7/2005 Morgan Stanley accused of taking kickbacks on variable annuity 
sales.  



1/10/2005 Former CBS MarketWatch columnist to pay $540,000 to settle SEC 
fraud charges of illegal trading scheme.

1/10/2005 Southwest Securities to pay $10 million to settle SEC and NYSE 
charges related to fraudulent market timing and late trading.  

1/11/2005 Canadian firms said to have permitted market timing in fifty-four 
funds.

1/12/2005 Two former reps with Boca Raton brokerage settle market-timing 
and late-trading charges. 

1/13/2005 NASD fines Banc One $400,000 to settle late-trading charges. 

1/14/2005 Brokerage firm Edward D. Jones & Co. admits that seven mutual 
fund companies (Goldman Sachs, American, Federated, Hartford, 
Lord Abbett, Putnam and Van Kampen) paid it a total of $82.4 mil-
lion in the first eleven months of 2004 so its brokers would recom-
mend these funds instead of others.  

1/20/2005 Mutual fund investors file lawsuits against more than forty mutual 
fund companies; firms allegedly failed to collect money owed to 
shareholders. 

1/20/2005 Massachusetts subpoenas Morgan Stanley and others in investiga-
tion of whether they received payments to have their brokers push 
variable annuities. 

1/21/2005 Two more traders leave Fidelity Investments amid investiga-
tion over lavish gifts and entertainment paid by brokers vying for 
Fidelity’s trading business. 

1/24/2005 Pax World Funds, which pioneered the concept of “socially respon-
sible investing,” admits that market timing occurred in its mutual 
funds. 

1/24/2005 New research shows revenue-sharing boosted fund revenues as 
much as tenfold.

1/25/2005 Strong Funds name to be dropped after Wells Fargo buys firm.



1/31/2005 Linsco/Private Ledger and Morgan Stanley sued over fee-sharing 
agreements that allegedly caused customers to pay higher premi-
ums in certain variable annuities.

2/1/2005 Charles Schwab & Co. accused of elder abuse in its sale of variable 
annuities.

2/4/2005 Putnam whistleblower who broke the fund scandal gets job with 
securities regulator. 

2/7/2005 SEC requires mutual fund companies to disclose portfolio managers’ 
compensation and to indicate managers’ investments in the funds 
they oversee.

2/9/2005 Columbia Mutual Funds to pay $140 million to settle SEC fraud 
charges of undisclosed market timing.

2/9/2005 Bank of America to pay SEC $515 million and reduce fees by $160 
million to settle market-timing charges. 

2/16/2005 NASD says American Funds Distributors paid $100 million to fifty 
brokerage firms that sold its funds.

2/16/2005 Bear Stearns to pay $250 million to settle SEC investigation of 
mutual fund market timing and late trading. 

2/16/2005 Brean Murray to pay $150,000 to settle SEC charges for improper 
trading of mutual funds.

2/17/2005 NASD accuses American Funds of paying kickbacks to brokerage 
firms that aggressively sold its funds.

2/17/2005 A. G. Edwards admits illegal fund trading was rampant. 

2/18/2005 Massachusetts subpoenas fifteen banks and broker/dealers regard-
ing variable annuity sales to seniors. 

2/22/2005 SEC settles with brokerage firm Brean Murray; Bear Stearns said to 
have helped firm engage in late trading. 

2/22/2005 Quick & Reilly, now part of Bank of America, to pay fine of $570,000 
relating to NASD directed-brokerage charges.



2/22/2005 Piper Jaffray to pay $275,000 to settle NASD directed-brokerage 
charges.

2/23/2005 Edward D. Jones & Co. and American Funds found guilty of 
kickbacks. 

2/24/2005 SEC considers charges against a Bear Stearns executive and three 
former brokers over improper mutual fund trades.

3/1/2005 Franklin Templeton funds settles market-timing charges in Canada.

3/2/2005 NASD may levy market-timing charges against Diversified 
Investment Advisors. 

3/2/2005 Bank of New York says SEC is investigating marketing and distribu-
tion costs at its BNY Hamilton Funds mutual fund subsidiary. 

3/3/2005 Illinois asks Bear Stearns for documents regarding market timing in 
funds. 

3/4/2005 SEC investigates Nuveen funds for $2.8 million in performance-fee 
overcharges. 

3/4/2005 Putnam says it will pay $153.5 million to shareholders harmed by 
the firm’s market-timing activities. 

3/8/2005 Merrill Lynch to pay $13.5 million to states and NYSE to settle 
charges it failed to supervise brokers who engaged in market timing 
in its mutual funds.

3/11/2005 Regulators investigate Putnam over conflicts of interest arising from 
its multiple roles as investment adviser, retirement plan servicer, and 
employer. 

3/15/2005 Janus funds closes California office and cuts entire institutional 
money management team, including cofounder and chief executive 
officer Bill Schaff. 

3/16/2005 NASD says Jefferson Pilot failed to prevent market timing and exces-
sive trading in its variable universal life (VUL) insurance policies.

3/17/2005 SEC investigates conflicts of interest and rebating practices of 401(k) 
plan administrators. 



3/21/2005 Alliance Funds has settlement discussions with NASD over sales 
practices and directed brokerage. 

3/21/2005 New Jersey regulators ban three former Merrill Lynch brokers for 
helping a hedge fund make tens of thousands of market-timing 
trades. 

3/23/2005 NASD looking at sales contests, says more disclosure likely needed.

3/23/2005 Citigroup Global Markets to pay $20 million to settle SEC charges 
that it failed to tell customers of revenue-sharing program.  

3/23/2005 SEC fines Putnam funds for revenue-sharing arrangements.

3/24/2005 Brokerage firm Capital Analysts to pay $450,000 to settle SEC 
revenue-sharing charges. 

3/24/2005 American Express Financial Advisors fined $13 million for not 
disclosing revenue sharing with funds. 

3/25/2005 Fidelity trader investigated for giving his mom’s account preferen-
tial treatment. 

4/5/2005 NASD proposes that brokerage firm Edward D. Jones & Co. pay $1.7 
million fine and reimburse customers to settle possible charges of 
mutual fund sales abuses. 

4/5/2005 Putnam says its new chief executive earned $13.7 million in 2004. 

4/6/2005 Former CEO of AIM funds to pay $175,000 fine to settle SEC allega-
tions of fraudulent trading.

4/12/2005 SEC institutes administrative and cease-and-desist proceedings 
against twenty former NYSE specialists on charges of securities fraud 
and other improper trading practices.

4/13/2005 SEC investigates two Bear Stearns executives for improper mutual 
fund trading. 

4/14/2005 Class action lawsuit alleges A. G. Edwards brokerage firm took mil-
lions of dollars in secret kickbacks to promote certain mutual funds.



4/19/2005 American Express Financial Advisors says New Hampshire lacks 
jurisdiction, can’t press fraud charges against its brokers. 

4/20/2005 BISYS Group says SEC is investigating its relationship with certain 
mutual funds.

4/21/2005 Fiserv securities to pay $15 million to settle charges it failed to 
supervise employees engaged in market timing and late trading. 

4/27/2005 Raymond James to pay $888,000 to settle NASD charges that it 
failed to honor customer suitability standards.   

4/29/2005 Brokerage firm Waddell & Reed to pay up to $16 million to settle 
charges that it profited by inappropriately switching the variable 
annuities of more than five thousand customers.   

5/6/2005 Federal regulators investigating gift bartering practices at Fidelity. 

5/9/2005 Two Putnam portfolio managers lose their jobs.    

5/10/2005 Bank One sued by West Virginia over allegations of trading abuses.

5/11/2005 NASD proposes payment by Paulson Investment Company of 
$866,000 to settle charges of market-timing. 

5/20/2005 SunTrust Securities to pay $200,000 to settle claim it overcharged 
mutual fund investors. 

5/25/2005 Waddell & Reed chief steps down and takes on consulting role with 
firm after variable-annuity sales scandal.  

5/31/2005 Citigroup to pay $208 million to settle SEC charges that it fraudu-
lently created an affiliated transfer agent to serve its Smith Barney 
family of mutual funds at steeply discounted rates, then kept the 
discount instead of passing the savings to investors of its funds. 

6/1/2005 SEC says most pension consultants provide products and services 
to pension plan advisory clients and money managers and mutual 
funds, creating conflicts of interest. 

6/23/2005 Bear Sterns says SEC may take action over improper trading of 
mutual funds.



6/23/2005 MassMutual claims its former CEO engaged in unauthorized trad-
ing, made false statements, interfered with an investigation, and 
destroyed documents. The firm also claims the CEO’s son passed 
confidential trading tips at OppenheimerFunds, a MassMutual 
subsidiary.

6/30/2005 SEC bans Fiserv manager from the industry for three years for 
alleged market timing in mutual funds. 

7/1/2005 American Express Financial Advisors (now Ameriprise Financial) 
to pay New Jersey $5 million to settle charges it failed to supervise 
its financial advisors. An Amex advisor had stolen $400,000 from 
twenty-two clients; Amex had failed to detect the fraud.

7/6/2005 The man who launched the mutual fund scandal is suing 
Massachusetts for denying him a reward under the state’s 
whistle-blower law. 

7/8/2005 A Trautman Wasserman broker faces four years in prison and an 
SEC civil suit for executing tens of thousands of illegal late trades in 
mutual funds, creating false records to hide the trading, and decep-
tively evading restrictions on market timing in those funds.

7/12/2005 Fidelity reassigns one of the most powerful traders on Wall Street 
for failing to supervise employees who accepted lavish gifts from 
firms seeking business. 

7/12/2005 Bear Stearns may pay $200 million to settle SEC probe of alleged 
late-trading activities in mutual funds. 

7/13/2005 Ameriprise to pay New Hampshire $7.4 million to settle charges its 
brokers received additional compensation for pushing clients into 
American Express mutual funds from January 1999 to March 2003. 

8/2/2005 Skifter Ajro, a former Prudential Securities broker, is accused of 
helping other Pru brokers process $1.3 billion in mutual fund 
market-timing trades, generating hundreds of thousands of dollars 
in commissions. 



8/4/2005 Utah’s 529 college savings plan will reimburse investors for losses 
incurred when a top executive stole $500,000 from the plan. When 
the fraud was uncovered, Utah officials falsely told SEC that consumers 
had not been harmed. 

8/8/2005 SEC again tells Fidelity Investments it is likely to face charges for 
accepting improper compensation in the form of gifts and lavish 
entertainment.

8/8/2005 Alliance Capital announces it is being investigated by the New York 
Stock Exchange for improper short-sale stock transactions.

8/10/2005 NASD to file charges against Oppenheimer’s chairman and chief 
executive officer because the firm did not provide consumers with 
discounts when buying its mutual funds.

8/10/2005 Former Prudential Securities broker Skifter Ajro pleads guilty to 
four counts of fraud for market timing in mutual funds. 

8/11/2005 Jefferies & Company says a former trader allegedly spent $1.5 mil-
lion on hotel rooms, private jets, and a dwarf to win business with 
Fidelity Investments.

8/11/2005 Putnam Investments says it is again in talks with SEC, this time 
because Putnam has not fully complied with regulations on perfor-
mance fees. 

8/11/2005 SEC considers fraud charge against Fidelity Investments because 
its traders received gifts from brokers trying to win business.

8/11/2005 Hantz Financial Services to pay $675,000 to settle NASD charges 
it accepted millions of dollars from brokerage firms in exchange for 
pushing their products. Hantz’s CEO also is fined $25,000, censured, 
and suspended from acting in supervisory capacity for thirty days.

8/15/2005 The former CEO of MassMutual Financial Group, fired for miscon-
duct, is being investigated by the SEC. MassMutual is the parent of 
OppenheimerFunds.

8/15/2005 SEC says four brokers, one each formerly of Citigroup and Lehman 
Brothers, and two formerly with Merrill Lynch, took secret cash 
payments to help a day trader cheat investors. 



8/18/2005 Merrill Lynch to pay NYSE $10 million to settle charges it failed to 
deliver mutual fund prospectuses to clients in at least sixty-four 
thousand transactions.

8/18/2005 NASD says brokers may be pushing clients to invest in high-risk 
hedge funds to win sales contests. 

8/23/2005 The Department of Labor is investigating kickbacks in the 401(k) 
industry, saying mutual funds are employing questionable revenue-
sharing practices in the retirement business. 

8/23/2005 HSBC Securities to pay Canadian regulators approximately $1 
million to settle charges it engaged in market timing. 

8/24/2005 SEC OKs Morgan Stanley plan to reimburse clients injured by 
inappropriate sales of class B shares by its brokers. Most clients will 
receive $7.50; those who invested $1 million will receive $800. 

8/29/2005 The chairman of Canada’s mutual fund trade group, the Investment 
Funds Institute of Canada, resigns after police say $70 million — 
nearly half of what five thousand people had invested — is missing 
from his firm, Norbourg Asset Management. Just days earlier, IFIC 
issued a press release saying, “Canadians Trust Mutual Funds for the 
Long Term.” 

8/30/2005 The former CEO and the former president of Security Trust 
Company plead guilty to criminal market-timing and late-trading 
charges, but neither goes to prison. Instead they pay $50,000 fines. 
“No one thought [market timing in mutual funds] was criminal at 
the time,” one of their lawyers says.

9/2/2005 SEC is investigating the Investment Company Institute after the 
ICI president says it represents the mutual fund industry, not fund 
investors — despite the fact that investors pay ICI’s $29.5 million 
annual budget.

9/7/2005 SEC brings enforcement action against Bank of America’s securities 
division over trading and research-related matters. 

9/14/2005  SEC orders Putnam to distribute $40 million to wronged sharehold-
ers. But Putnam says it cannot identify the shareholders, so SEC 
is allowing Putnam to put the money back into funds where the 
scandals occurred — thus benefiting current shareholders instead 
of those who were financially injured. Putnam also resumes earning 
management fees on those assets.



9/16/2005 Raymond James to pay $6.9 million to settle SEC charges it failed to 
properly supervise a rogue broker.

9/21/2005 Another former broker with Prudential Securities who earned $1 
million in commissions faces up to twenty years in jail after pleading 
guilty to four counts of fraud for illicit market timing. 

9/23/2005 Legg Mason Wood Walker to pay $1 million to settle SEC charges it 
fraudulently late-traded 18,000 mutual fund orders. 

9/29/2005 Brokerage firm Edward D. Jones & Co. to pay $300,000 to settle 
charges it failed to disclose municipal bond yields on confirmations 
to clients in more than 86,000 transactions. 

9/29/2005 New York says improper trading at Seligman funds brought more 
harm to investors than Seligman earlier admitted. The firm had 
admitted to four market-timing arrangements and paid a $2 million 
fine; New York now says the firm had at least a dozen arrangements 
that cost investors at least $80 million.

10/3/2005 Janney Montgomery Scott to pay $2.2 million to settle NASD 
charges it permitted 1,600 improper market-timing trades

10/3/2005 ING Financial Services to pay $1.5 million to settle NASD charges 
of excessive mutual fund trading. An ING broker to pay $25,000 and 
is issued supervisory suspension for thirty days. ING also settles with 
SEC for reselling $202 million worth of company securities without 
registering them. 

10/3/2005 First Allied Securities to pay more than $700,000 to settle NASD 
charges it helped three hedge funds market-time mutual funds. 

10/4/2005  A Bank of Hawaii executive is fired for allegedly earning profits of 
$110,000 from illicit mutual fund market timing. 

10/10/2005 Eight broker-dealers pay $7.75 million to settle NASD charges that 
their brokers urged clients to buy Lord Abbett Funds in exchange 
for kickbacks. Invest Financial to pay $1.52 million; Commonwealth 
Financial Network, $1.4 million; National Planning Corporation, 
$1.308 million; Mutual Service Corporation, $1.3 million; Lincoln 
Financial Advisors Corp., $950,000; SII Investments, $658,500; 
and Investment Centers of America, $363,500. Lord Abbett to pay 
$255,000 to settle charges.



10/11/2005  The Ontario Securities Commission charges the former president of 
Portus Alternative Asset Management with destruction of docu-
ments, lying to regulators, trading in mutual funds without a license, 
and distributing mutual funds without a prospectus. Charges also 
filed against three associates. 

10/12/2005 The chief compliance officer and the chief legal counsel of Manulife 
Securities resign over fraud allegations against Portus Alternative 
Asset Management. Manulife’s president and chief executive, and 
manager of investment research quit previously.

10/12/2005 A former broker at Banc of America Securities to pay a $200,000 
penalty and is banned from the securities industry for five years to 
settle charges that he helped a customer engage in late trading of 
mutual funds.

10/13/2005 SEC and NYSE say they will take action against A. G. Edwards 
because the firm allowed clients to market-time mutual funds.

10/21/2005 Evergreen Funds faces NASD action for inappropriately rewarding 
financial advisers for selling Evergreen products. Evergreen’s CEO 
says it was “a fairly common industry practice.”

10/26/2005 Ameriprise Financial to pay NASD $1.25 million to settle charges of 
improper sales practices related to 529 college savings plans. 

10/28/2005 Putnam’s CEO says new regulations may harm investors by flooding 
them with information. Charles E. Haldeman tells an industry confer-
ence that disclosures have become so long and detailed that they 
draw attention away from more pressing investor concerns.

10/31/2005 SEC is looking into whether traders at Fidelity Investments asked 
brokerage firms to place false trades to boost traders’ compensation 
and erase unprofitable trades from their books.

11/3/2005 The owner of Millennium Partners is trying to settle market-timing 
charges with New York and SEC. Regulators say the firm market-
timed and late-traded $1 billion worth of mutual funds.

11/9/2005 SEC OKs Morgan Stanley payment of $50 million to mutual 
fund investors who bought its funds between January 2000 and 
November 2003. Investors were not told that the firm’s brokers 
received higher compensation for selling certain funds.



11/10/2005 Old Mutual is renaming its eighteen PBHG funds in wake of nega-
tive connotations associated with mutual fund scandal.

11/17/2005 A California court says the state lacks the jurisdiction to sue 
American Funds. The state wanted to sue American Funds, alleging 
that it did not tell investors that it paid $426 million to brokerage 
firms over five years so that its brokers would push American’s funds.

11/21/2005 A California appeals court allows California to proceed with a lawsuit 
against Edward D. Jones & Co. The state alleges the firm did not 
disclose payments it received from mutual fund companies to sell 
their products. This ruling contrasts with a ruling in the case against 
American Funds.

11/21/2005 A federal court in California fines a former executive for National 
Clearing Corporation $50,000 for helping institutional clients 
engage in more than twelve thousand late trades in at least seventy-
four mutual funds. The scheme earned NCC more than $1 million in 
profits; the institutional clients reaped more than $8 million in illegal 
revenue.

11/22/2005 Massachusetts files another lawsuit against Massachusetts Mutual 
Life Insurance Company, charging the firm with disregarding 
repeated demands to produce documentation regarding  
wrongdoing in the company’s mutual fund and insurance divisions.

11/29/2005 Three affiliates of Federated funds to pay $72 million, settling 
regulatory charges that they harmed long-term mutual fund 
shareholders by allowing market timing and late trading.

12/2/2005 Millennium Partners and several top executives to pay more than 
$180 million to settle SEC charges of market timing in mutual funds. 

12/2/2005 Ameriprise Financial to pay $57.3 million to settle SEC and NASD 
directed-brokerage, market-timing, and revenue-sharing allegations. 
SEC says Ameriprise “ignored its responsibility to treat all fund share-
holders fairly and honestly.” 



12/5/2005 A business owner alleges in a lawsuit that Fidelity Investments and 
ADP tried to hide the costs of their SIMPLE retirement plans and 
didn’t disclose a revenue-sharing agreement between them. 

12/8/2005 A Canadian class action lawsuit alleges that investor losses exceed 
the $150 million paid by IG Investment Management, CI Mutual 
Funds, Franklin Templeton Funds and AGF funds to settle charges 
that they allowed market timing to occur in their funds. 

12/13/2005 Chase Investment Services to pay $290,000 to settle NASD charges 
it allowed a hedge fund to market-time nineteen mutual funds, 
including American Funds, Vanguard, and TIAA-CREF.

12/16/2005 Bear Stearns offers to pay $250 million to settle SEC and NYSE 
charges of mutual fund late trading.

12/19/2005 A class action lawsuit is filed claiming investors did not know that 
Wells Fargo investment advisors pushed certain funds in order to 
earn bonuses. 

12/20/2005 NASD fines Merrill Lynch, Wells Fargo Investments, and Linsco/
Private Ledger a total of $19.4 million for violations related to 
the sales of mutual fund shares involving 29,000 households and 
140,000 transactions.

12/21/2005 A former Prudential Securities broker to pay $50,000 to settle SEC 
charges he executed thousands of trades worth more than $300 
million, costing mutual fund companies and investors $400,000.

12/23/2005 Alger Funds says SEC is investigating fund market timing and late 
trading at the firm.

12/23/2005 SEC files a civil suit against two hedge fund traders for placing three 
thousand late trades in more than four hundred mutual funds, alleg-
edly costing long-term mutual fund shareholders $49 million.

12/28/2005 SEC is scrutinizing the amount mutual funds pay affiliates, to verify 
that funds are making proper disclosures to their boards, and that 
the boards are approving the deals. 



2006
1/4/2006 SEC charges six former officers of a trust company owned by Putnam 

for defrauding a client and some Putnam funds of $4 million.

1/9/2006 NASD says Oppenheimer and its CEO intentionally submitted 
flawed data pertaining to discounts that clients were to receive 
when purchasing mutual funds. Oppenheimer also to pay NASD 
$250,000 to settle charges that it failed to report 230 cases of prob-
lems with its brokers, including terminations, broker misconduct, 
customer complaints, and regulatory actions. 

1/10/2006 Security Brokerage and its former owner to pay total of $153 
million to settle SEC charges of late trading and market timing in 
Alliance Capital and MFS mutual funds.

1/13/2006 UBS Financial Services to pay $54 million to settle NYSE, New 
Jersey, and Connecticut market-timing charges involving at least 
seven UBS branch offices. Regulators say UBS received more than 
one thousand complaints from mutual fund companies about 
deceptive trading practices, but UBS but did not stop the activity 
until the end of 2001.

1/18/2006 Canary Capital Partners and its former managing principal to pay 
New Jersey a total of $10 million to settle charges of market timing 
and late trading in mutual funds and sub-accounts in variable annui-
ties. The former principal is also barred from acting as broker/dealer 
or investment advisor for twelve years. 

1/20/2006 JB Oxford Holdings to pay $2.1 million to settle SEC charges of late 
trading and market timing in mutual funds. 

1/24/2006 NASD will take disciplinary action against brokerage firm A. G. 
Edwards over allegations that it took kickbacks from mutual fund 
companies in exchange for marketing their products to retail cus-
tomers.

1/31/2006 Deutsche Bank Asset Management announces plan to pay more 
than $127 million to settle SEC market-timing charges in its Scudder 
funds.



2/9/2006 Sanford C. Bernstein, a subsidiary of Alliance Capital  Management, 
to pay $350,000, and one of its analysts to pay $200,000 NASD fine 
for personally selling stocks he was telling clients to buy. 

2/10/2006 SEC fines Morgan Keegan $558,807 to settle charges that it allowed 
late trading by a hedge fund.

2/10/2006 Bear Stearns to pay $1.5 million to settle NYSE charges that it vio-
lated rules pertaining to index arbitrage trading.

3/10/2006 Justice Department says it will pursue a civil lawsuit against famed 
mutual fund manager Mario Gabelli, alleging he created bogus 
minority-owned and small-business companies to qualify for mil-
lions of dollars’ worth of discounted FCC licenses for cell phones and 
other communications devices, only to turn around and sell those 
licenses for a $206 million profit.

3/15/2006 Merrill Lynch to pay $5 million to settle NASD charges that it held 
impermissible sales contests and engaged in unsuitable mutual 
fund switches at its call centers between 2001 and 2004. NASD says 
Merrill agents misrepresented information about mutual funds or 
omitted facts as they vied for prizes offered by the firm, including 
dinners and tickets to rock concerts and sporting events. NASD also 
says Merrill prohibited its reps from recommending any investment 
other than Merrill’s mutual funds.

3/15/2006  California court allows California lawsuit to go forward against bro-
kerage firm Edward D. Jones & Co. Lawsuit alleges it accepted $300 
million in shelf-space payments from seven mutual fund companies 
between 2000 and 2004. 

3/20/2006 New York subpoenas AXA Equitable Life Insurance Company, a 
division of AXA Financial, on suspicions of market timing in its 
variable annuities and other insurance products.

3/21/2006 Boston Capital Securities to pay $1.2 million to settle NASD 
charges of improper financial disclosure and compensation, as 
the firm continued to sell limited partnerships despite an NASD  
deficiency notice. 

3/24/2006 Criminal charges are filed against the former president of Monarch 
International Holdings for allegedly taking money from investors 
for a nonexistent mutual fund. 



3/25/2006 SEC charges two former Merrill Lynch brokers, a broker formerly 
with Lehman Brothers and four former day traders and managers 
from broker-dealer A. B. Watley with fraudulently using confidential 
information to trade ahead of other customers on more than four 
hundred occasions, garnering millions of dollars in illicit profits. 

3/28/2006 The Wall Street Journal says that executives at Dreyfus Funds gave 
written permission to a hedge fund to engage in market timing in 
its mutual funds. 

4/5/2006 AIG unit American General to pay more than $1.1 million to settle 
NASD charges that it accepted payments to promote twelve mutual 
fund families.

4/6/2006 NASD files complaint against A. B. Watley Direct for facilitating late 
trading and improper market timing of mutual funds on behalf of 
hedge fund clients.

5/10/2006 Morgan Stanley to pay $15 million to settle SEC charges that it 
failed to produce tens of thousands of emails during an SEC investi-
gation. 

5/10/2006 The Hartford to pay $20 million to settle charges that it provided 
kickbacks to brokers from 1998 to 2004 without disclosing the 
payments to customers, who invested $800 million in Hartford’s 
products. Internal emails showed that Hartford executives paid the 
kickbacks to entice the brokers to sell its products despite their 
knowing that the products were not competitive.

6/5/2006 A California court dismisses a fraud case against Edward D. Jones 
& Co., saying the state lacks jurisdiction. The state had claimed that 
the firm did not tell clients it was paying stockbrokers to get them to 
sell certain products. 

6/9/2006 New Hampshire sees wrongdoing in the state retirement plan. It 
accuses ING of accepting undisclosed fees from mutual funds and 
failed to reimburse employees whose accounts were depleted by 
market timing.



6/13/2006 Fred Alger Management to pay $40 million and will reduce fees 
by $1 million a year for five years to settle New York and SEC mutual 
fund market-timing and late-trading charges.

6/13/2006 The former chairman of a PIMCO affiliate to pay $200,000 to settle 
SEC market-timing charges that he permitted a hedge fund to exe-
cute $4 billion worth of trades in PIMCO funds.

6/14/2006 A New York union settles with the state over allegations it accepted 
annual shelf-space payments of $3 million from ING without telling 
its members. ING allegedly paid the union to endorse its products; 
the union told members to attend sales presentations that were dis-
guised as financial planning seminars, and redirected member inqui-
ries to ING marketing personnel, who did not reveal their identities. 
The union will disclose future payments and reimburse the state 
$100,000 for the cost of the investigation. 

6/15/2006 New Hampshire says ING allowed market timing in its funds as early 
as 2001.

6/28/2006 Morgan Stanley Dean Witter to pay $10 million to settle SEC 
charges that it failed to prevent insider trading,

6/30/2006 A jury says PIMCO’s former chairman defrauded the firm’s mutual 
fund investors by approving undisclosed market timing. 

7/13/2006 Former fund manager Mario Gabelli and his partners agree to pay 
$130 million to settle Justice Department allegations of fraud in 
connection with FCC bandwidth auctions.  

7/24/2006 Waddell & Reed to pay $50 million and to reduce fees by $5 million 
a year for five years and to pay Kansas $2 million for investor educ-
tion to settle charges that it permitted market timing in its mutual 
funds between 1995 and 2003. 

7/31/2006 SEC says three former Janus mutual fund executives — including 
a portfolio manager — allowed or facilitated market timing at the 
firm.

8/7/2006 A. G. Edwards to pay $900,000 to settle NYSE charges of excessive 
fees.



8/7/2006 A former Fiserv senior VP in charge of mutual fund trading to pay 
$628,020 to settle SEC charges that he engaged in 855 instances of 
late trading in mutual funds for his own account. 

8/10/2006 Four ING broker/dealers (Financial Network Investment 
Corporation, ING Financial Partners, PrimeVest Financial Services, 
and Multi-Financial Securities) to pay NASD a total of more than $7 
million to settle charges that they accepted $25.7 million in brokerage 
commissions from ten mutual fund companies. The fund companies 
were said to have made the payments so that the firm’s stockbrokers 
would sell more of their products to their clients. 

8/11/2006 Citigroup Global Markets to pay $1.1 million to settle NASD 
charges that it failed to prevent more than one hundred of its 
brokers from filing false documents regarding mutual fund sales 
charges assessed to clients. NASD says Citigroup was sanctioned for 
similar misconduct in 1997.

8/28/2006 Prudential Securities to pay $600 million to settle market-timing 
charges by various regulators. NASD alleges that some Pru brokers 
misrepresented identities in order to execute more than $116 billion 
in market timing trades in 1,600 customer accounts, and that the 
trading continued even after Prudential received more than 1,000 
letters and emails from more than 50 mutual fund companies asking 
it to stop the trading. 

8/30/2006 American Funds to pay $5 million NASD fine relating to charges 
that the firm gave more than $98 million between 2001 and 2003 
to fifty brokerage firms that were top sellers of its products. In 
exchange, the firms encouraged their brokers to sell American’s 
funds to their clients. 

9/1/2006 Edward D. Jones & Co. tentatively settles nine class action lawsuits 
by agreeing to pay its customers $127 million plus legal fees over 
three years. The lawsuits complained that the firm secretly accepted 
fees from American, Federated, Goldman Sachs, Hartford, Lord 
Abbett, Putnam, and Van Kampen in exchange for promoting 
those funds to its customers.

9/5/2006 SEC says five mutual fund companies charged $7.4 million in exces-
sive fees from April 1997 through December 2004. Dreyfus will 
repay $3.2 million; Putnam, $1.6 million; Numeric, $1 million; 
Kensington, $790,962; and Gartmore, $653,882. 



9/6/2006 A broker says he was wrongfully terminated for facilitating market 
timing by Bear Stearns and files a $30 million arbitration claim 
against the firm. He says the firm “facilitated and supported” the 
activity but fired him when was investigated by regulators. 

9/18/2006 New York says a broker with Trautman Wasserman engaged in late 
trading in mutual funds from late 2000 to September 2003. 

9/19/2006 Civil lawsuit accuses seven major corporations — Bechtel Group, 
Caterpillar, Exelon, General Dynamics, International Paper, 
Lockheed Martin, and United Technologies — of allowing mutual 
fund firms to charge millions of dollars in excessive 401(k) fees 
through hidden revenue-sharing agreements. The fund companies 
allegedly charged higher fees and shared the extra money with the 
401(k) administrators without letting employees participating in the 
plans know about the deals. 

9/19/2006 MetLife subsidiaries MetLife Securities, New England Securities,  
and Walnut Street Securities to pay $5 million to settle NASD 
charges that they allowed late trading of mutual funds, provided 
inaccurate and misleading information to NASD, and failed to pro-
duce emails in a timely fashion. The companies told NASD they were 
ot aware of any late-trading transactions, but NASD later found that 
the companies knew of eight hundred such trades.

9/25/2006 A federal judge bans the former controller of Smith Barney World 
Funds from the financial industry. He had previously been ordered 
to repay $14,528, and had been sentenced to one year of supervised 
release for embezzling $47,529 from the funds under his control. 

9/27/2006 Mutual fund administrator BISYS Funds Services to pay $21.4 mil-
lion to settle SEC allegations that it helped two dozen mutual fund 
firms defraud fund investors. SEC says BISYS entered into undis-
closed side agreements to enable the funds to improperly use inves-
tors’ assets to pay for marketing expenses.

9/27/2006 New York seeks $80 million from J. W. Seligman and its president, 
Brian Zino, to settle charges of market timing in mutual funds. The 
firm had said its activities were limited and had cost investors only 
$2 million, but the state alleges additional market-timing agree-
ments and that Seligman’s senior managers were aware of the activ-
ity and its harmful effect on investors. 



9/27/2006 Dunham & Associates Investment Counsel to pay $150,000, and 
its CEO to pay $50,000, to settle SEC charges that they collected 
$350 million from 1,700 investors and placed the money into thir-
teen unregistered mutual funds. 

9/29/2006 SEC bars the former president of Cornerstone Equity Advisors 
from the securities industry for allegedly assisting with the misap-
propriation of $126,741 from the company’s mutual funds.

10/2/2006 Deutsche Asset Management, parent of Scudder funds, to pay 
$19.3 million to settle SEC charges that Scudder engaged in 
directed-brokerage and revenue-sharing arrangements. Scudder 
allegedly paid broker-dealers $17 million so their brokers would sell 
Scudder funds to customers. Scudder funds previously paid $134 
million to settle SEC charges relating to market-timing. 

10/4/2006 SEC accuses a former Wall Street Access broker with allowing a 
hedge fund to engage in late trading and market timing in mutual 
funds two thousand times. SEC says the broker earned $630,000 
from the activity. 

10/4/2006 Oppenheimer to pay $800,000 relating to NASD charges that it 
failed to timely and accurately report 6,100 municipal securities 
transactions.

10/12/2006 A former trader with Millennium Partners is charged with violating 
the terms of his ban from the industry, which was instituted after he 
was charged with late trading. SEC says the trader has been running 
an offshore fund that places trades through New York. SEC is penal-
izing him $570,000 for the earlier charges. 

10/16/2006 Citizens Bank’s broker-dealer subsidiary, CCO Investment Services, 
to pay $850,000 relating to NASD charges that it did not properly 
supervise sales of 529 college savings plans and annuities to insure 
that the products were suitable for investors.

10/25/2006 The chairman and CEO of James River Capital to pay $2.25 mil-
lion to settle NASD charges of market-timing mutual funds through 
annuities. The fine includes a sixty-day suspension from the industry.

10/27/2006 ING to pay $30 million to New York and $2.75 million to New 
Hampshire to settle charges that it paid a teachers’ union to steer 
business its way. 



10/27/2006 The former chairman of PIMCO equity mutual funds to pay $572,000 
to settle SEC charges that he allowed market timing in his firm’s 
funds. SEC bans him from serving as an officer or a director of a 
mutual fund company for one year. 

10/27/2006 SEC is investigating twenty-seven mutual fund companies, mostly 
operated by banks, to see if they accepted millions of dollars in kick-
backs from fund administrators as a reward for granting shareholder 
services contracts. Investigation follows an agreement by BISYS to 
pay $21.4 million to settle SEC charges that it paid $230 million in 
kickbacks between July 1999 and June 2004. 

10/31/2006 JPMorgan Chase says its One Group Funds unit is among the 
twenty-seven fund companies SEC is investigating for accepting 
kickbacks from fund administrators. 

11/6/2006 Chase to pay $500,000 NASD fine and will reimburse customers 
$288,500 to settle charges that it failed to properly supervise the sales 
of 529 college saving plans from January 2002 through August 2004. 
During this period, Chase’s 529 plan sales exceeded $134 million.

11/6/2006 MetLife to pay $500,000 NASD fine and will reimburse customers 
$376,000 to settle charges it failed to properly supervise the sales 
of 529 college saving plans from January 2002 through March 2005. 
During this period, MetLife’s 529 plan sales exceeded $150 million. 

11/8/2006 Three subsidiaries of the Hartford pay $55 million to settle SEC 
charges that they misrepresented and failed to disclose that they 
used shareholder assets to pay for marketing expenses of Hartford 
mutual funds and annuities. 

11/9/2006 HighMark Funds, operated by the Union Bank of California, says 
it is among twenty-seven fund companies SEC is investigating for 
accepting kickbacks from fund administrators. 

11/15/2006 1st Global Capital Corp. to pay $100,000 to settle SEC charges that 
it allowed its brokers to make unsuitable recommendations in the 
sale of 529 college savings plans between 2001 and 2004. 

11/16/2006 SEC is examining whether Allegiant Asset Management accepted 
kickbacks from the company that administers its funds, using the 
money for marketing expenses. 



11/16/2006 The Government Accountability Office says some 401(k) business 
practices “may not be in the best interest of investors.” GAO is criticiz-
ing poor fee disclosures, inappropriate use of expensive share classes, 
high administrative fees, and “pay to play” deals that cause consultants 
to recommend funds that pay them the most instead of funds that are 
best for employers and their workers. Most 401(k) plans are operated 
by mutual fund companies.

11/17/2006 New York sues two hedge funds and their principals for fraudulently 
timing mutual funds. 

11/20/2006 An arbitration panel says Prudential, which fired a stockbroker over 
market-timing allegations, must pay the broker $3.8 million bonus 
that the firm had withheld. The broker is still being sued by SEC, 
which says he and three others engaged in market timing that cost 
twenty-five mutual funds a total of about $2.5 billion. 

11/30/2006 A Principal Financial Group employee is charged with stealing 
money from the firm’s mutual funds since 1997. The company didn’t 
discover the thefts — totaling $167,000 — until recently. 

12/4/2006 Jefferies & Company to pay $9.7 million in fines — $4.2 million to 
SEC and $5.5 million to NASD — to settle charges that it lavished 
$1.6 million in gifts, extravagant travel and entertainment, and 
other gratuities to win mutual fund trading business from Fidelity 
Investments. The firm’s director of equities is fined $50,000 and sus-
pended for three months, while the firm’s former senior vice presi-
dent and equity sales trader to pay $468,000 and is permanently 
barred from the industry. Fidelity traders received expensive golf trips, 
including private jet travel, lodging at resorts, fine wine and merchan-
dise, plus tickets to the Super Bowl, Broadway shows, and concerts. 
The firm also helped pay for an elaborate bachelor party in Miami.

12/6/2006 A class action lawsuit alleges that Franklin Templeton funds paid 
kickbacks to broker-dealers for nearly five years so the firms would 
tell their customers to buy Franklin Templeton funds, without dis-
closing the practice to the fund’s investors. 

12/8/2006 Regulators say they are investigating Fidelity because its traders 
received $1.6 million in gifts from Jefferies & Company, which 
wanted additional trading business from the mutual fund giant.



 Fidelity admits it paid $4 million in trading commissions to Jefferies 
in the year before its traders received the gifts and $30 million in the 
year after the gifts were received. Fidelity says there were “legitimate 
reasons” for the increase and that “there is no proof” that investors 
were financially harmed. 

12/12/2006 Prudential Securities Insurance to pay $19 million to settle allega-
tions by New York that it engaged in deceptive and anti-competitive 
pricing in the sale of group insurance. 

12/13/2006 Four brokerage firms refund $43.8 million to investors to settle 
charges that they collected fees for moving money between mutual 
funds when the transactions were supposed to be free. Morgan 
Stanley Dean Witter will refund $10.4 million to investors; Edward 
D. Jones & Co., $25 million; RBC Dain Rauscher, $6.8 million; and 
Royal Alliance Associates, $1.6 million. The firms, collectively, were 
also fined $850,000.

12/13/2006 New York sues UBS Financial Services, saying the firm placed some cli-
ents into investment programs that cost as much as $23,000 per trade.

12/19/2006 NASD charges Morgan Stanley Dean Witter with routinely fail-
ing to provide emails to regulators and to claimants suing the firm, 
and with falsely claiming that millions of emails were lost when its 
email servers were destroyed along with the World Trade Center 
on September 11, 2001. In fact, says NASD, millions of emails were 
quickly restored using back-up tapes.

12/21/2006  Fidelity Investments says it will pay $42 million plus interest to its 
mutual funds to redress acceptance of gifts by Fidelity traders and 
portfolio. 

12/27/2006 Deutsche Bank to pay $208 million to New York and $17 million to 
SEC to settle charges that it permitted market timing in its mutual 
funds and that its broker-dealer allowed clients to late trade funds. 

12/28/2006 A NASD arbitration panel fines Ameriprise subsidiary Securities 
America a total of $9.3 million in connection with charges that the 
company and one of its stockbrokers steered three retired airline 
pilots into high-fee mutual funds. 



12/31/2006 Allstate to pay $18 million to settle New York charges that a subsid-
iary failed to tell 6,500 customers of risks involved when replacing 
insurance policies.

2007
1/2/2007 MetLife to pay $19 million to settle New York charges that it paid 

brokers to steer business to it. 

1/3/2007 Evergreen Investments, the mutual fund subsidiary of Wachovia, 
to pay $4.2 million to settle NASD charges that it gave Wachovia 
Securities $25.7 million in commissions generated from trades in 
Evergreen’s funds. 

1/3/2007 Massachusetts subpoenas UBS and other investment banks in 
investigation of whether banks charge low rent to hedge funds in 
exchange for trading and prime brokerage business. 

1/10/2007 Lawrence Lasser, Putnam’s former CEO, to pay $75,000 to settle 
SEC charges that he authorized the company to make undisclosed 
shelf-space payments to eighty brokerage firms from 2000 to 2003. 
Putnam has paid $40 million in fines related to the practice and 
gave Lasser $78 million when he left the firm. “We are holding him 
accountable for his conduct,” an SEC spokesman says.

1/11/2007 Illinois regulators accuse A. G. Edwards of facilitating market timing 
between January 2001 and October 2003. 

1/12/2007 ING is sued for allegedly boosting fees and accepting kickbacks from 
mutual fund companies in its retirement plans. 

1/16/2007 Three brokers under investigation by the New York Stock Exchange are 
accused of helping hedge fund clients improperly trade mutual funds. 
Merrill Lynch already paid $13.5 million, and UBS paid $49.5 million 
for failing to stop the trading. 

1/17/2007 A former trader at Millennium Partners, who pled guilty to improper 
trading after cooperating with a New York investigation of the mutu-
al fund industry, was sentenced to five years’ probation and three 
hundred hours of community service for engaging in late trading 
of mutual funds. His firm previously paid SEC $180 million to settle 
charges against it. 



1/17/2007 NASD is expected to fine dozens of brokerages for failing to award 
discounts to mutual fund investors in 2001 and 2002. Fifteen firms 
paid $21.5 million in 2004 for such violations, which NASD says are 
still occurring. 

1/18/2007 Fred Alger Management and Fred Alger & Co. to pay a total of $40 
million to settle SEC charges that it allowed market timing and late 
trading in Alger funds from at least 2000 through October 2003. 

1/19/2007 Kelmoore Investments to pay $100,000 to settle SEC charges that 
it told clients it was charging them 1% of assets under management 
when, in fact, fees between 1999 and 2005 were actually as high as 
3.63%.

2/1/2007 SEC is pursuing former CIBC brokers for allegedly assisting hedge 
funds market-time mutual funds between 1999 and at least 2003. A 
former CIBC executive has agreed to pay $100,000 to settle charges 
of failing to supervise the brokers. 

2/1/2007 Putnam is sold to a Canadian firm, Power Financial Corp. Its chair-
man says the firm plans no significant changes in Putnam’s business.

2/5/2007 A California appeals court says the attorney general can sue 
American Funds for fraud stemming from allegations that the fund 
company did not inform investors that it was paying kickbacks to 
brokerage firms to entice brokers to recommend the funds to their 
clients. A lower court had ruled that the state lacked jurisdiction to 
file suit.

2/5/2007 Merrill Lynch to pay $40 million to settle three class action lawsuits 
filed by four hundred thousand mutual fund investors who say the 
firm issued misleading investment information. 

2/5/2007 Four Fidelity broker-dealers, including Fidelity Brokerage Services, 
Fidelity Institutional Asset Management, and National Financial 
Services, to pay NASD a total of $3.75 million to settle charges that 
they improperly registered 1,100 individuals, failed to assign super-
visors, failed to retain the email of 1,900 employees, and other elec-
tronic recordkeeping failures. 

3/2/2007 SEC’s top mutual fund regulator says mutual fund fraud investiga-
tions will continue. 



3/20/2007 Utah accuses First Western and two of its brokers of securities fraud, 
saying the brokers invested $20 million in client money in Class B 
shares to earn higher commissions while attempting to make the 
clients believe they were invested in less expensive Class A shares. 

3/21/2007 Justice Department files first-ever criminal case against a hedge fund 
for market timing. Beacon Rock Capital is accused of defrauding 
mutual funds of $2.4 million through twenty-six thousand trades. 

3/21/2007 The Veras Investment Partners hedge fund agrees to return $38 mil-
lion to 810 mutual funds to settle SEC accusations of market timing. 

3/22/2007 The Jefferies broker who was banned from the brokerage and 
mutual fund industries for life for lavishing gifts on Fidelity traders 
in an effort to win business from them is opening a hedge fund. 

3/26/2007 Fidelity negotiating with the SEC over possible fines because 
its traders accepted lavish gifts. The SEC says shareholders were 
harmed; Fidelity disagrees but has already reimbursed it mutual 
funds $42 million following an internal investigation into the matter. 

3/27/2007 A New York federal district court upholds a $14 million defamation 
award against Merrill Lynch issued in an arbitration case brought 
by three of its former brokers who were fired for allegedly timing 
mutual funds. Merrill Lynch sought to have the award vacated. The 
judge says Merrill’s policy to prevent market timing was “vague and 
unworkable.”

3/28/2007 Janus files documents with SEC showing that it paid its CEO $10.6 
million in 2006. 

3/28/2007 Mutual funds charge investors $11 billion annually in 12(b)1 fees. 
Funds are supposed to use the money for advertising expenses, but 
SEC says only 2% goes to that purpose; the rest is used to pay com-
missions to stock brokers and financial advisors.

3/30/2007 NASD orders AllianceBernstein to pay broker, fired for alleged role 
in market-timing scandal, $3.1 million.

4/2/2007 Kansas denies former Waddell & Reed CEO’s claim that he lived in 
Texas and thus did not owe a Kansas tax. IRS still seeking $22 million 
in taxes and penalties, claiming he took improper deductions. 



4/11/2007 SEC says manager of an ING mutual fund failed to disclose 3,500 
personal trades in the fund he managed. SEC says trading generated 
$410,000 in profits. 

4/17/2007 Edward Jones & Co. offers $127.5 million to settle class-action law-
suits that it accepted bribes from mutual fund companies so its bro-
kers would push certain funds to its clients. 

5/2/2007 A. G. Edwards to pay $3.9 million to settle SEC charges of failing to 
supervise brokers who engaged in mutual fund market timing.

5/7/2007 Zurich Capital to pay $16.8 million to settle SEC charges it helped 
hedge funds market time mutual funds. 

5/8/2007 NASD fines two Fidelity broker-dealers $400,000 for distributing 
misleading investment sales literature to military personnel. 

5/16/2007 PIMCO’s former CEO pays $75,000 to settle SEC charges of directed 
brokerage violations. 

5/18/2007 The SEC, struggling to figure out how to return $3.4 billion in fines 
collected from the mutual fund industry over the past four years, 
tells Congress it plans to establish an office to focus solely on this 
issue, suggesting it will still be years before injured investors receive 
restitution. 

The 
Scandal 
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Since the mutual fund scandal started making headlines in 2003, nearly every retail mutual fund 
company has been ensnared; investigators from the NASD, SEC, New York Stock Exchange, and 
several state attorneys generals, most notably those in New York and Massachusetts, continue to 
uncover mischief and wrong-doing in the retail mutual fund world. A substantial portion of the 
fines paid is supposed to be returned to the investors who were harmed by the scandal. 

But regulators are still trying to figure out how to do that. The SEC and other regulators have hired 
consultants, academics — and even the financial firms themselves — to help answer the question: 
How do we determine who gets the money?

Many of the victims who owned the funds while the crimes were occurring have since sold their 
shares. Fund companies have their addresses, but many have moved. And many shareholders 
purchased their funds through employer retirement accounts; in those cases, the funds only have 
the names of the companies, not the individual employees. Some of those employers have since 
gone out of business, merged with other firms, or moved their retirement plans to other fund 
companies. And some of the employees at those firms have since left, with no forwarding address. 
For all these reasons, finding harmed investors is a challenge. 

The problem isn’t resolved even when the fund company knows who you are and where to find you. 
The next challenge is to determine the amount you lost. In most cases, the objectionable activities 
occurred over many years — during which time you may have added or withdrawn money from the 
mutual funds in question. Exactly how many shares did you own when an instance of late trading or 
market timing occurred, and how much of a loss in share price did each instance generate?

As if all this isn’t enough, the IRS says it may consider any settlement to be taxable income. This 
issue gets really complicated for refunds paid into retirement accounts and IRAs. 

Thus, the entire restitution process is going to be very expensive — and, of course, the expenses 
will likely be deducted from the money paid to investors. One analyst involved in the effort has 
predicted that 90% of the refunds will amount to less than ten dollars. 

Because of the difficulty in identifying victims and determining the extent of their loss-
es, several mutual fund companies have suggested that regulators simply deposit the 
refunds back into the funds where the problems occurred. They argue that many victims 
are still shareholders, so they’ll automatically benefit. As for the fact that newer share-
holders who weren’t hurt by the scandal also will benefit, the funds say that the amount 
received by the victims won’t be reduced, thanks to the cost savings of their solution. In 
essence, they say, some shareholders will simply enjoy a windfall profit. 

What these fund companies haven’t said is that their plan produces a windfall for them 
too. Indeed, they’d become beneficiaries of their own wrongdoing! Consider: A company 
pays a fine to redress a past impropriety. They use the profits gained from such impropri-
ety to pay the fine. Then they suggest placing the fine back into the funds they manage, 
so they can resume generating profits — by collecting fees — on the money invested! 

Ain’t America great?!
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