
Regulation and Supervision
Certain aspects of Merrill Lynch’s business, and the business of its competitors and the financial services industry in general,
are subject to stringent regulation by U.S. Federal and state regulatory agencies and securities exchanges and by various non-
U.S. government agencies or regulatory bodies, securities exchanges, self-regulatory organizations, and central banks, each of which
has been charged with the protection of the financial markets and the interests of those participating in those markets. 

• These regulatory agencies in the United States include, among others, the SEC, the  CFTC, the Federal Energy Regulatory 
Commission (“FERC”), the  FDIC, the Municipal Securities Rulemaking Board (“MSRB”), the  NJDBI, the  NYSBD , the  UTDFI and the 
Office of Thrift Supervision (“OTS”). 

• Outside the United States, these regulators include the  FSA in the United Kingdom ; the Irish Financial Regulator; the Federal 
Financial Supervisory Authority in Germany; the Commission Bancaire, the Comite des Establissements de Credit et des 
Enterprises d’Investissement and the Autorite des marches financiers in France; the Swiss Federal Banking Commission; the 
Johannesburg Securities Exchange; the JFSA; the Japanese Securities and Exchange Surveillance Commission; the Monetary 
Authority of Singapore; the Office of Superintendent of Financial Institutions in Canada; the National Securities Commission in
Argentina; the Securities and Exchange Commission in Brazil; the National Securities and Banking Commission in Mexico; and the 
Securities and Futures Commission in Hong Kong, among many others. 

Additional legislation and regulations, and changes in rules promulgated by the SEC or other U.S. Federal and state government regu-
latory authorities and self-regulatory organizations and by non-U.S. government regulatory agencies may directly affect the manner
of operation and profitability of Merrill Lynch. Certain of the operations of Merrill Lynch are subject to compliance with privacy regula-
tions enacted by the U.S. Federal and state governments, the  EU, other jurisdictions and/or enacted by the various self-regulatory 
organizations or exchanges. 

United States Regulatory Oversight and Supervision
Holding Company Supervision 
In June 2004, the SEC approved the Consolidated Supervised Entity rule that created a voluntary framework for comprehensive group-
wide risk management procedures and consolidated supervision of certain financial services holding companies by the SEC. Merrill
Lynch has met all the requirements and is currently a consolidated supervised entity subject to group-wide supervision by the SEC
and capital requirements generally consistent with the standards of the Basel Committee on Banking Supervision. As such, Merrill
Lynch is computing allowable capital and risk allowances thereto; permitting the SEC to examine the books and records of the holding
company and any affiliate that does not have a principal regulator; and has adopted various additional SEC reporting, record-keeping, 
and notification requirements. Refer to Note 16 to the Consolidated Financial Statements for additional information. 

Merrill Lynch is working to assess the impact of compliance with the new Basel II capital standards, which the Basel Committee on
Banking Supervision adopted in June 2004. Merrill Lynch has commenced the process of complying with the Basel II standards for 
implementation in 2006. 

Broker -Dealer Regulation 
MLPF&S, Merrill Lynch Professional Clearing Corp. (“ML P ro”) and certain other subsidiaries of ML & Co. are registered as broker- dealers 
with the SEC and, as such, are subject to regulation by the SEC and by self-regulatory organizations, such as securities exchanges
(including NYSE and the National Association of Securities Dealers, Inc. (“NASD”)). Certain Merrill Lynch subsidiaries and affiliates, 
including MLPF&S and the MLIM entities, are registered as investment advisers with the SEC. 

The Merrill Lynch entities that are broker-dealers registered with the SEC are subject to Rule 15c3-1 under the Securities Exchange
Act of 1934 (“Exchange Act”) which is designed to measure the general financial condition and liquidity of a broker-dealer. Under this 
rule, these entities are required to maintain the minimum net capital deemed necessary to meet broker-dealers’ continuing commit-
ments to customers and others. Under certain circumstances, this rule limits the ability of such broker-dealers to allow withdrawal 
of such capital by ML & Co. or other Merrill Lynch affiliates. Additional information regarding certain net capital requirements is set 
forth in Note 16 to the Consolidated Financial Statements. 

Merrill Lynch formed the Special Structured Products Committee as part of its agreement with the Department of Justice. This 
Committee, which is comprised of senior managers across business, support and risk functions, reviews a variety of transactions
with the objective of advancing the appropriateness and integrity of such client transactions. 

Other Information (Unaudited)
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Broker-dealers are also subject to other regulations covering the operations of their business, including sales and trading practices, 
use of client funds and securities and the conduct of directors, officers and employees. Broker-dealers are also subject to regulation
by state securities administrators in those states where they do business. Violations of the regulations governing the actions of a 
broker-dealer can result in the revocation of broker-dealer licenses, the imposition of censures or fines, the issuance of cease and 
desist orders and the suspension or expulsion from the securities business of a firm, its officers or its employees. The SEC and the 
national securities exchanges emphasize in particular the need for supervision and control by broker-dealers of their employees.

On June 29, 2005, the SEC adopted final rules that modify significantly the registration, communications and offering processes
under the Securities Act of 1933 (the “Securities Act”). The new rules took effect on December 1, 2005. The new rules are primar-
ily designed to (i) liberalize the flow of information from issuers to investors before and during offering periods; (ii) streamline the 
Securities Act registration process, especially for large reporting issuers, such as ML & Co., referred to as “well-known seasoned
issuers” or “WKSIs”; (iii) implement a new “access equals delivery” model for final prospectuses based upon electronic availability
instead of physical delivery; and (iv) alter, in certain respects, the prospectus liability framework under the Securities Act by expressly 
premising liabilities for material misstatements or omissions solely on the information conveyed to an investor, whether orally or in 
writing, at the time the investor becomes committed to purchase securities. Merrill Lynch has established plans and procedures 
designed to comply with these new rules.

Sarbanes-Oxley and Related Rules
Aspects of Merrill Lynch’s public disclosure, corporate governance principles and the roles of auditors and counsel are subject to the 
Sarbanes-Oxley Act of 2002 (“Sarbanes-Oxley”) and certain related regulations and rules proposed and/or adopted by the SEC, the
NYSE and other self-regulatory organizations. Sarbanes-Oxley requirements include requiring our Chief Executive Officer and Chief
Financial Officer to certify that Merrill Lynch’s financial information is fairly presented and fully complies with disclosure requirements.
Additionally, they must evaluate the effectiveness of disclosure controls and procedures and disclose the results of their evaluation.
Additional areas of focus as a result of Sarbanes-Oxley include: disclosures of off  balance sheet arrangements and contractual obli-
gations; management’s assessment of internal controls and procedures for financial reporting; the adoption of a code of ethics for
the Chief Executive Officer and senior financial and accounting officers; and disclosure of whether the audit committee of  the Board 
of Directors includes an audit committee financial expert. Related NYSE and other self-regulatory organization rules require that the 
Chief Executive Officer certify compliance with applicable corporate governance standards. These rules also require listed companies
to, among other items, adopt corporate governance guidelines and a code of business conduct, tighten applicable criteria for deter-
mining director and audit committee member independence, and increase the authority and responsibilities of the audit committee.

Mutual Fund Industry Regulation
During 2003 and continuing into 2004, abuses by certain participants in the mutual fund industry, including those relating to market 
timing, late trading, selective disclosure, and certain sales-related practices prompted legislative and regulatory scrutiny of a wide 
range of fund-related activities. This scrutiny resulted in the adoption of new rules and a number of legislative and regulatory propos-
als relating to fund practices. In this regard, the SEC proposed rules designed to strengthen existing prohibitions relating to late 
trading and adopted rules to require enhanced disclosure and supervision of market timing policies and pricing. In addition, the SEC 
proposed and adopted rules requiring additional disclosure concerning portfolio managers, breakpoint discounts on the sale of fund
shares, and the process for approving advisory contracts, as well as enhanced periodic reports. The SEC also adopted and proposed
additional rules requiring corporate governance changes including the adoption of compliance policies and requiring that funds desig-
nate a single chief compliance officer. It is expected that these actions and any additional legislative and regulatory actions taken to 
address abuses will affect the manner in which funds and their service providers conduct business and could increase fund expenses
and therefore adversely affect the profitability of these businesses. 

Research Related Regulation
The NYSE and the NASD adopted rules relating to equity research, including a new registration requirement for equity analysts, which
were required to be fully implemented by March 31, 2005. Merrill Lynch has also added disclosure on research reports to provide
investors with additional information about potential conflicts of interest in response to the requirements of regulators outside of 
the U.S. Pursuant to the global regulatory settlement relating to research, in 2005, an independent monitor reviewed Merrill Lynch’s 
compliance with its terms.

Over the previous several years, the research function at integrated broker-dealers has been the subject of substantial regulatory 
and media attention. As a result of regulatory and legal mandates as well as firm initiatives, Merrill Lynch enacted a number of new 
policies to enhance the quality of its research product including: modifying the compensation system for research analysts; forming a 
Research Recommendations Committee to review equity analysts’ investment recommendations; adopting a new simplified securities 
rating system; implementing new policies and procedures to comply with all legal requirements, including those limiting communica-
tions between equity research analysts and investment banking and other origination personnel; and adding additional disclosures



on research reports regarding potential conflicts of interest. Merrill Lynch also appointed an independent consultant who identified
independent third-party research providers to provide fundamental research on certain companies covered by Merrill Lynch. This 
research has been made available to Merrill Lynch private clients in the United States beginning in July 2004 and, upon request, to 
institutional clients in the United States in accordance with legal requirements. Under the terms of the global research settlement, in 
2005 Merrill Lynch appointed an independent monitor who reported on Merrill Lynch’s compliance with the terms of the settlement.

The compensation system for research analysts includes an evaluation of the performance of analysts’ recommendations, including
the extent to which the analyst’s insights and recommendations have benefited investors. The compensation of all analysts respon-
sible for the substance of an equity research report is required to be reviewed and approved by a committee reporting to the Board of 
Directors of MLPF&S. The Management Development and Compensation Committee of the ML & Co. Board of Directors, a Committee 
consisting entirely of independent directors, is also required to review this compensation process for consistency with certain legal 
requirements. Merrill Lynch’s Investment Banking Group has no input into research analyst compensation.

Client Information Regulation
Broker-dealers and certain other financial institutions are subject to the USA PATRIOT Act of 2001 (the “USA PATRIOT Act”), which
amends the Bank Secrecy Act and was designed to detect and deter money laundering and terrorist financing activity. The USA 
PATRIOT Act requires broker-dealers and other financial institutions to establish anti-money laundering compliance programs which
must include policies and procedures to verify client identity at account opening and to detect and report suspicious transactions to 
the government. Institutions subject to the USA PATRIOT Act must also implement specialized employee training programs, designate
an anti-money laundering compliance officer and submit to independent audits of the effectiveness of the compliance program. Merrill 
Lynch has established policies, procedures and systems designed to comply with these regulations. Among other initiatives, Merrill
Lynch adopted a Customer Identification Program in October 2003. Compliance with the USA PATRIOT Act may result in additional 
financial expenses for financial institutions, including Merrill Lynch, and may subject firms to additional liability.

Financial institutions, including Merrill Lynch, have also become subject to increasingly comprehensive legal requirements concerning 
the use and protection of certain client information including those adopted pursuant to the Gramm-Leach-Bliley Act in the United
States and the European Union Data Protection Directive in EU countries. Many states have also recently passed new privacy and 
information security laws. Merrill Lynch has adopted additional policies and procedures in response to such requirements and contin-
ues to track and respond to new requirements. This may result in incremental operating and technology costs.

Additional Regulation of Certain U.S. Entities
MLPF&S and ML P ro are registered futures commission merchants and, as such, are regulated by the CFTC and the National Futures 
Association (“NFA”). The CFTC and the NFA impose net capital requirements on these companies. In addition, these companies are 
subject to the rules of the futures exchanges and clearing associations of which they are members.

Merrill Lynch Commodities, Inc. (“MLCI”) is subject to regulation by the FERC, CFTC and other agencies with respect to certain aspects
of its activities. MLCI is also a member of the New York Mercantile Exchange and is subject to its rules.

Each of Merrill Lynch Alternative Investments LLC and Merrill Lynch Investment Managers LLC is registered with the CFTC as a com-
modity pool operator and a commodity trading advisor and each is a member of the NFA in such capacities. IQ Advisors is registered
with the CFTC.

MLGSI is subject to regulation by the NASD and, as a member of the Chicago Board of Trade, is subject to the rules of that exchange.
It is required to maintain minimum net capital pursuant to rules of the U.S. Department of the Treasury. Merrill Lynch’s municipal
finance professionals are subject to various trading and underwriting regulations of the MSRB.

Merrill Lynch Trust Company, FSB, a federal savings bank, is subject to regulation by the OTS and the FDIC, and, in addition, is an 
investment adviser subject to regulation by the SEC.

MLBUSA is regulated primarily by the UTDFI and the FDIC. Merrill Lynch Business Financial Services Inc, (“MLBFS”), Merrill Lynch
Credit Corporation (“MLCC”) and Merrill Lynch Private Finance Ltd. are wholly-owned subsidiaries of MLBUSA, and certain of their
activities are regulated and subject to examination by the FDIC and the UTDFI. In addition to Utah and the FDIC, MLCC is also licensed
or registered to conduct its lending activities in 29 other jurisdictions and MLBFS is licensed or registered in eight jurisdictions, sub-
jecting each to regulation and examination by the appropriate authorities in those jurisdictions.

Merrill Lynch’s banking and lending activities are supervised and regulated by a number of different Federal and state regulatory agen-
cies. MLB&T is regulated primarily by the NJDBI and the FDIC.
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Merrill Lynch’s insurance subsidiaries are subject to state insurance regulatory supervision. ML Life is subject to regulation and super-
vision by the New York State Insurance Department. MLLIC is subject to regulation and supervision by the Insurance Department of
the State of Arkansas. Both MLLIC and ML Life are subject to similar regulation in the other states in which they are licensed.

MLML is licensed or registered to conduct its commercial mortgage conduit business and its residential mortgage trading business
in multiple jurisdictions.

Merrill Lynch Financial Markets, Inc. (“MLFM”) is registered with, and received approval in January 2005 from, the SEC to act 
as an OTC Derivatives Dealer. A special set of SEC rules apply to OTC Derivatives Dealers. MLFM is in the process of becoming 
operational.

Non-U.S. Regulatory Oversight and Supervision
Merrill Lynch’s business is also subject to extensive regulation by various non-U.S. regulators including governments, securities 
exchanges, central banks and regulatory bodies. Certain Merrill Lynch subsidiaries are regulated as broker-dealers under the laws of 
the jurisdictions in which they operate. Subsidiaries engaged in banking and trust activities outside the United States are regulated
by various government entities in the particular jurisdiction where they are chartered, incorporated and/or conduct their business
activities. In some cases, the legislative and regulatory developments outside the U.S. applicable to these subsidiaries may have a 
global impact.

Merrill Lynch Bank (Suisse) S.A. is regulated by the Swiss Federal Banking Commission, the FSA and the NYSBD. Merrill Lynch Bank
and Trust (Cayman) Limited is regulated by the Cayman Islands Monetary Authority and its international representative office by the 
Federal Reserve and the Florida Department of Banking.

MLI and MLIB, including certain of its subsidiaries, are regulated and supervised in the United Kingdom by the FSA and in certain
other jurisdictions, by local regulators. MLCMBL, which engages in the derivatives business, is regulated by the Irish Financial
Regulator. MLIB and MLCMBL are also subject to regulation by the NYSBD. Merrill Lynch’s activities in Australia are regulated by
the Australian Securities and Investments Commission or the Australian Prudential Regulatory Authority, and its Hong Kong and 
Singapore operations are regulated and supervised by the Hong Kong Securities and Futures Commission and The Monetary Authority
of Singapore, respectively. Merrill Lynch’s Japanese business is subject to the regulation of the  JFSA as well as other Japanese 
regulatory authorities.

Merrill Lynch Commodities (Europe) Ltd. (“MLCE”) is a member of the International Petroleum Exchange, Nordpool and other 
exchanges and is subject to their rules. Merrill Lynch Commodities (Europe) Trading Limited (“MLCETL”) is regulated in the United
Kingdom by the FSA.

The business of Merrill Lynch Investment Managers Limited and other non-U.S. investment advisors is regulated by a number of 
non-U.S. regulatory agencies or bodies. Their activities in the United Kingdom are regulated by the FSA and, in other jurisdictions, by 
local regulators. Several of MLIM’s international funds (including MLIIF) are regulated for public distribution under the 1985 European
Directive on Undertakings for Collective Investment in Transferable Securities (“UCITS”). This directive was amended in October 2001 
by two further directives (“UCITS III”) and the changes are gradually being implemented by the Member States of the European Union.
All UCITS funds must be or have converted to UCITS III by a certain date. MLIIF converted to UCITS III during 2005.

Merrill Lynch’s activities in Canada, Mexico, Brazil and Argentina are regulated by their respective securities commissions and
exchanges as well as other regulatory authorities.

Legal Proceedings
ML & Co., certain of its subsidiaries, including MLPF&S, and other persons have been named as parties in various legal actions and
arbitration proceedings arising in connection with the operation of ML & Co.’s businesses. In most cases, plaintiffs seek unspecified
damages and other relief. These actions include the following:

IPO Allocation Litigation
In re Initial Public Offering Antitrust Litigation: Merrill Lynch is named as one of ten underwriting defendants in this consolidated class 
action filed in the United States District Court for the Southern District of New York. The complaint alleges that the defendants and 
unnamed co-conspirators violated antitrust laws by conspiring to “require from customers consideration in addition to the under-
writers’ discount for allocation of shares of initial public offerings of certain technology companies…and to inflate the aftermarket 
prices for such securities.” On November 3, 2003, the district court granted the defendants’ motions to dismiss the complaint. On
September 28, 2005, the Second Circuit reversed the district court’s decision dismissing the case, holding that the alleged conduct



was not immune from the antitrust laws. On January 11, 2006, the Second Circuit denied defendants’ petition for rehearing and 
rehearing en banc. The defendants are seeking a stay of further proceedings while they petition for Supreme Court review of the 
Second Circuit’s decision.

In re Initial Public Offering Securities Litigation: Merrill Lynch has been named as one of the defendants in approximately 110 securities 
class action complaints alleging that dozens of underwriting defendants, including Merrill Lynch, artificially inflated and maintained
the stock prices of the relevant securities by creating an artificially high aftermarket demand for shares. On October 13, 2004, the 
district court, having previously denied defendants’ motions to dismiss, issued an order allowing certain of these cases to proceed
against the underwriters as class actions. On June 30, 2005, the United States Court of Appeals for the Second Circuit entered an
order agreeing to review the district court’s order granting plaintiffs’ motion for class certification. The matter has now been fully 
briefed, and the parties are awaiting a decision from the Court of Appeals.

IPO Underwriting Fee Litigation
In re Public Offering Fee Antitrust Litigation and In re Issuer Plaintiff Initial Public Offering Fee Antitrust Litigation: Merrill Lynch is one 
of approximately two dozen defendants that have been named in purported class actions filed in the United States District Court for 
the Southern District of New York alleging that underwriters conspired to fix the “fee” paid to purchase certain initial public offering 
securities at 7% in violation of antitrust laws. These complaints have been filed by both investors and certain issuers in initial public 
offerings. On September 25, 2002, the court denied defendants’ motion to dismiss the issuer claims. On February 24, 2004, the 
court granted defendants’ motion to dismiss the investor claims for damages and penalties, and permitted the case to proceed only
with regard to claim for injunctive relief. The parties are awaiting a decision on plaintiffs’ motions for class certification in both the 
investor and issuer class actions.

Enron Litigation
Newby v. Enron Corp. et al.: On April 8, 2002, Merrill Lynch was added as a defendant in a consolidated class action filed in the United 
States District Court for the Southern District of Texas against 69 defendants purportedly on behalf of the purchasers of Enron’s 
publicly traded equity and debt securities during the period October 19, 1998 through November 27, 2001. The complaint alleges,
among other things, that Merrill Lynch engaged in improper transactions in the fourth quarter of 1999 that helped Enron misrepresent
its earnings and revenues in the fourth quarter of 1999. The complaint also alleges that Merrill Lynch violated the securities laws 
in connection with its role as an underwriter of Enron stock, its research analyst coverage of Enron stock, and its role as placement
agent for and limited partner in an Enron-controlled partnership called LJM2. On December 19, 2002 and March 29, 2004, the court
denied Merrill Lynch’s motions to dismiss. On July 27, 2005, Merrill Lynch filed a Motion for Judgment on the Pleadings based, in part, 
on the Supreme Court’s April 19, 2005, decision in Dura Pharmaceuticals v. Broudo, which addressed the standards for pleading and 
proving loss causation. On August 3, 2005, plaintiff filed a Motion for Partial Summary Judgment against Merrill Lynch, which seeks
a judgment that Merrill Lynch knowingly committed deceptive acts in furtherance of a scheme to defraud. Merrill Lynch is opposing
that motion. In addition, the defendants, including Merrill Lynch, are awaiting a decision on plaintiffs’ motion for class certification. A 
trial date has been set for October 16, 2006.

In re Enron Corp.: On September 24, 2003, Enron Corporation filed an adversary proceeding in the United States Bankruptcy Court 
for the Southern District of New York against a large collection of financial institutions, including Merrill Lynch. An amended complaint 
was filed on December 5, 2003. The complaint alleges that the conduct of Merrill Lynch and other bank defendants contributed to
Enron’s bankruptcy.

Other Litigation: Dozens of other actions have been brought against Merrill Lynch and other investment firms in connection with their 
Enron-related activities, including actions by state pension plans and other state investment entities that purchased Enron securities
and actions by other purchasers of Enron securities. There has been no adjudication of the merits of these claims. 

Research Litigation
In re Merrill Lynch & Co., Inc. Research Reports Securities Litigation:  Beginning in 2001, Merrill Lynch was named in dozens of class 
actions that challenged the objectivity of Merrill Lynch’s research recommendations related to securities of Internet companies.  As a 
result of the dismissal or abandonment of many of these cases and the February 16, 2006  settlements in principle of others (which 
settlements are subject to further documentation and court approvals), only two of these class actions are actively being litigated.
Merrill Lynch is vigorously defending these two remaining actions, one of which, Dabit v. Merrill Lynch, is now before the United States 
Supreme Court, and the other of which, In re Merrill Lynch & Co., Inc. Shareholders Litigation, is pending in the United States District 
Court for the Southern District of New York. Refer to Note 2 to the Consolidated Financial Statements for further information.
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In re Merrill Lynch Tyco Research Securities Litigation: On June 4, 2003, shareholders of Tyco International filed a class action in the 
United States District Court for the Southern District of New York alleging that a former Merrill Lynch research analyst engaged in 
a variety of improper practices in connection with research analysis on Tyco International. On February 18, 2004, the court granted
Merrill Lynch’s motion to dismiss the claims related to Tyco. Plaintiffs have appealed the dismissal of their action to the United States 
Court of Appeals for the Second Circuit. 

Tyco-Related Arbitration
On July 25, 2005, arbitration hearings began on a claim by a group of persons who allege that as a result of allegedly misleading
research issued by Merrill Lynch, they were induced not to sell Tyco stock that they had acquired in connection with the sale of their 
business. They sought damages of over $90 million. On October 10, 2005, the arbitration panel unanimously rejected all of the 
claims against Merrill Lynch and held that the claimants were not entitled to any relief.

Global Crossing Litigation 
In re Global Crossing Ltd. Securities Litigation: On or about January 28, 2003, several dozen entities, including Merrill Lynch, were 
named as defendants in a class action filed in the United States District Court for the Southern District of New York. Plaintiffs 
asserted claims against Merrill Lynch in connection with a March 1999 fairness opinion that Merrill Lynch issued to the Board of
Directors of Global Crossing in connection with its acquisition of Frontier Corporation, and in connection with two Global Crossing
securities offerings that took place in April 2000 in which Merrill Lynch was a member of the underwriting syndicate. On December 18, 
2003, the court granted Merrill Lynch’s motion to dismiss the claims related to the issuance of the fairness opinion but denied Merrill 
Lynch’s motion to dismiss with regard to its role as an underwriter for the April 2000 offerings. 

Allegheny Energy Litigation 
Merrill Lynch v. Allegheny Energy, Inc.: On September 24, 2002, Merrill Lynch filed an action in the United States District Court for 
the Southern District of New York against Allegheny Energy, Inc. The complaint alleges that Allegheny owes Merrill Lynch the final
$115 million payment due in connection with Allegheny’s purchase of Merrill Lynch’s energy trading business and assets in 2001. The 
following day, Allegheny filed an action against Merrill Lynch in the Supreme Court of the State of New York claiming misrepresenta-
tions in connection with Merrill Lynch’s sale of the energy trading business to Allegheny. On July 18, 2005, following a bench trial, 
the court issued a decision holding that Allegheny is required to pay Merrill Lynch $115 million plus interest and that Allegheny is not 
entitled to any recovery against Merrill Lynch. On September 22, 2005, Allegheny appealed the court’s July 18, 2005 decision award-
ing Merrill Lynch $115 million plus interest on its claim and denying Allegheny any relief on its claim. That appeal is pending.

Boston Chicken Litigation 
BCI Trustee Litigation: The Plan Trustee, appointed by the Boston Chicken Inc. (“BCI”) Plan of Reorganization, has filed claims against 
numerous defendants, including Merrill Lynch and other underwriters, alleging damages to BCI resulting from debt and equity offerings
in which the underwriters participated between 1993 and 1997. The Plan Trustee’s suit is pending in federal district court in Phoenix, 
Arizona. In January 2006, this matter was settled (subject to court approval) for an amount that did not have a material effect on ML 
& Co.’s financial condition or results of operations. The detailed terms and conditions of the settlement are confidential.

Sale of Mutual Fund Shares 
Since May 2004, four putative class actions have been filed in the United States District Court for the Southern District of New York 
against Merrill Lynch. These cases allege that Merrill Lynch failed to disclose incentives to mid-level managers to maximize the sale 
of mutual funds carrying the Merrill Lynch brand name and that these mid-level managers pressured financial advisers to maximize
the sale of these funds. Merrill Lynch is seeking the dismissal of these actions. In addition, Merrill Lynch is a defendant in a puta-
tive class action captioned Thomas J. DeBenedictis v. Merrill Lynch & Co., et al., which was filed in the United States District Court 
for the District of New Jersey. This putative class action alleges that the registration statements and prospectuses for the Merrill 
Lynch Funds should have stated, but omitted to state, that for certain investors Class B shares are inherently inferior to Class A, C, 
and D shares. On February 21, 2006, the court granted Merrill Lynch’s motion to dismiss the action. 

Market Timing Class Action 
In October 2004, a securities class action was filed against a large number of defendants, including Merrill Lynch, in the United States 
District Court for the District of Maryland and was subsequently consolidated as part of In re Mutual Funds Investment Litigation, MDL
1586. With regard to Merrill Lynch, the complaint alleges that between November 1, 1998 and September 3, 2003, Merrill Lynch 
violated federal securities laws in connection with serving as a broker-dealer intermediary on behalf of certain other defendants who 
allegedly engaged in market timing trading strategies in mutual fund shares. On November 3, 2005, the court granted Merrill Lynch’s 
motion to dismiss these actions. 



McReynolds v. Merrill Lynch
On November 18, 2005, a purported class action was filed in the United States District Court for the Northern District of Illinois
seeking to certify a class of current and former African American Merrill Lynch employees, as well as African Americans who applied
for employment. Plaintiff alleges that the firm has engaged in a pattern and practice of discrimination against African Americans in 
violation of federal Civil Rights statutes. Merrill Lynch is vigorously contesting these claims.

Parmalat 
Merrill Lynch Capital Markets Bank Limited is one of dozens of defendants sued in Italy by Dr. Enrico Bondi, the specially appointed
administrator of Parmalat Finanziaria S.p.A. (“Parmalat”). Parmalat was admitted into insolvency proceedings in Italy on December 27, 
2003. The claim against Merrill Lynch Capital Markets Bank Limited is that in 2003 it wrongfully helped Parmalat stay in business, 
and thus continue to lose money, by buying options from Parmalat prior to Parmalat being admitted into insolvency proceedings. The
first hearing on this claim is scheduled for May 2006. In addition, the Parmalat Administrator has charged Merrill Lynch International
with wrongfully facilitating the sale of a note to Parmalat that was linked to Parmalat’s credit in 1999. The first hearing on this claim 
is scheduled for April 2006. Merrill Lynch is vigorously contesting these claims. 

Other
Merrill Lynch has been named as a defendant in various other legal actions, including arbitrations, class actions, and other litigation
arising in connection with its activities as a global diversified financial services institution. The general decline of equity securities 
prices between 2000 and 2003 resulted in increased legal actions against many firms, including Merrill Lynch. 

Some of the legal actions include claims for substantial compensatory and/or punitive damages or claims for indeterminate amounts
of damages. In some cases, the issuers that would otherwise be the primary defendants in such cases are bankrupt or otherwise in
financial distress. Merrill Lynch is also involved in investigations and/or proceedings by governmental and self-regulatory agencies.
The number of these investigations has also increased in recent years with regard to many firms, including Merrill Lynch. 

Merrill Lynch believes it has strong defenses to, and where appropriate, will vigorously contest, many of these matters. Given the
number of these matters, some are likely to result in adverse judgments, penalties, injunctions, fines, or other relief. Merrill Lynch 
may explore potential settlements before a case is taken through trial because of the uncertainty and risks inherent in the litigation
process. In accordance with SFAS No. 5, Merrill Lynch will accrue a liability when it is probable that a liability has been incurred and 
the amount of the loss can be reasonably estimated. In many lawsuits and arbitrations, including most of the class action lawsuits
disclosed in ML & Co.’s public filings, it is not possible to determine whether a liability has been incurred or to estimate the ultimate 
or minimum amount of that liability until the case is close to resolution, in which case no accrual is made until that time. In view of 
the inherent difficulty of predicting the outcome of such matters, particularly in cases in which claimants seek substantial or inde-
terminate damages, Merrill Lynch cannot predict what the eventual loss or range of loss related to such matters will be. Subject to 
the foregoing, Merrill Lynch continues to assess these cases and believes, based on information available to it, that the resolution
of these matters will not have a material adverse effect on the financial condition of Merrill Lynch as set forth in the  Consolidated
Financial Statements, but may be material to Merrill Lynch’s operating results or cash flows for any particular period and may impact
ML & Co.’s credit ratings. 

Properties
Merrill Lynch has offices in various locations throughout the world. Other than those described below as being owned, substantially
all Merrill Lynch offices are located in leased premises. Facilities owned or occupied by Merrill Lynch are believed to be adequate for 
the purposes for which they are currently used and are well maintained. Set forth below is the location and the approximate square
footage of the principal facilities of Merrill Lynch. Each of these principal facilities supports various Merrill Lynch business segments. 
Information regarding Merrill Lynch’s property lease commitments is set forth in “Leases” in Note 12 to the Consolidated Financial
Statements.

Principal Facilities in the United States 
Merrill Lynch’s executive offices and principal administrative offices are located in leased premises at the World Financial Center in 
New York City. Merrill Lynch affiliates lease the North Tower (1,800,000 square feet) and the South Tower (2,500,000 square feet);
both leases expire in 2013. Another Merrill Lynch affiliate is a partner in the partnership that holds the ground lessee’s interest in the 
North Tower. As of December 2005, Merrill Lynch occupies the entire North Tower and approximately 20% of the South Tower. 
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In New York City, MLPF&S leases 662,000 square feet in lower Manhattan. The lease expires in 2007. Merrill Lynch occupies 91% of
a 760,000 square foot building at 222 Broadway, New York that is owned by a Merrill Lynch subsidiary. In New Jersey, a Merrill Lynch 
affiliate owns a 669,000 square foot office building in Plainsboro. MLPF&S leases 494,000 square feet (reduced to 178,511 square
feet after March 2007) at 101 Hudson Street in Jersey City, New Jersey. This lease expires in 2012 unless certain renewal rights are 
exercised. A Merrill Lynch affiliate leases and occupies, pursuant to an operating lease with an unaffiliated lessor, 1,251,000 square 
feet of office space and 273,000 square feet of ancillary buildings in Hopewell, New Jersey. The Merrill Lynch affiliate that is the les-
see under such operating lease owns the underlying land upon which the Hopewell facilities are located. Merrill Lynch affiliates own 
a 54-acre campus in Jacksonville, Florida, with four buildings (a large portion of one is leased to a third party). 

Principal Facilities Outside the United States 
Merrill Lynch occupies various sites in London. Merrill Lynch owns and occupies 100% of its 560,000 square foot London head-
quarters facility known as Merrill Lynch Financial Centre. In addition to the Merrill Lynch Financial Centre, Merrill Lynch leases 
approximately 561,473 square feet in other London locations with various terms, the longest of which lasts until 2015. It occupies
339,104 square feet of this space and has either sublet or is currently marketing the remainder. In Tokyo, a Merrill Lynch affiliate
leases and occupies 280,000 square feet until 2014 for its headquarters. 

Securities Issued Under Merrill Lynch’s Equity Compensation Plans 
The following table provides information on the shares that are available under Merrill Lynch’s equity compensation plans and, in
the case of plans where stock options may be granted, the number of shares of common stock issuable upon exercise of those 
stock options. 

Merrill Lynch has five shareholder approved plans — the Long-Term Incentive Compensation Plan for executive officers (for stock
grants made to executive officers) (“LTICP-Executive”), the Equity Capital Accumulation Plan (for restricted share grants made to a 
broad group of employees) (“ECAP”), the Merrill Lynch & Co., Inc. 1986 Employee Stock Purchase Plan (“Employee Stock Purchase 
Plan”), the Merrill Lynch & Co., Inc. Employee Stock Compensation Plan (for stock grants made to key managers and producers) 
(“ESCP”) and the Merrill Lynch & Co., Inc. Deferred Stock Unit Plan for Non-Employee Directors (for deferred stock unit grants to
non-employee directors) (“New Director Plan”). 

Merrill Lynch has adopted stock compensation plans that are used to compensate non-executive employees — the Financial Advisor 
Capital Accumulation Award Plan (stock-based compensation to the financial advisor population) (“FACAAP”) and the Long-Term 
Incentive Compensation Plan for Managers and Producers (for stock grants made to key managers and producers) (“LTICP-M&P”). 

Merrill Lynch provided for the issuance of deferred stock units and non-qualified stock options to the Merrill Lynch non-employee
Directors as compensation for their Director services under the Merrill Lynch & Co., Inc. Deferred Stock Unit and Stock Option Plan
for Non-Employee Directors (“Old Director Plan”). The New Director Plan was approved by stockholders in 2005 and replaced the Old
Director Plan.

The numbers in the table are as of December 30, 2005, the last day of Merrill Lynch’s 2005 fiscal year.

Securities Issuable Upon   Weighted-average Exercise   Securities that Remain 
Equity Compensation Exercise of Outstanding Options,  Price of Outstanding Options,  Available for Issuance 
Plan Category Warrants, and Rights(1) Warrants, and Rights Under Plans
Plans approved by shareholders 15,195,559 $ 44.12 126,306,076
Plans not approved by shareholders(2) 161,659,633 $ 49.57  49,853,672
Total 176,855,192 $ 49.10 176,159,748(3)

(1) Merrill Lynch also has made the following grants under its stock compensation plans that remain outstanding as of December 30, 2005 and are not included 
in this column: 37,250,319 units (payable in stock) under FACAAP and 51,550,622 restricted shares and restricted units granted under LTICP-Executive, LTICP-
M&P and ESCP. In addition, in January 2006,  16,754,497 restricted shares and 3,418,576 restricted units were granted under both ESCP and LTICP-Executive, 
325,939 stock options were granted under LTICP-M&P and 3,041,175 units (payable in stock) were granted under FACAAP.

(2) These plans are: (i) FACAAP, (ii) LTICP-M&P and (iii) the Old Director Plan. The material features of FACAAP, LTICP-M&P and the Old Director Plan are described 
in Note 14 to the Consolidated Financial Statements included in  this Annual Report on Form 10-K. Those descriptions do not purport to be complete and are 
qualified in their entirety by reference to the plan documents that are exhibits to  this Annual Report on Form 10-K. 

(3) This amount includes, as of December 30, 2005: 33,887,507 shares available for issuance under LTICP-Executive; 31,524,712 shares available for issuance 
under LTICP-M&P; 10,832,121 shares available for issuance under ECAP; 23,462,435 shares available for issuance under the Employee Stock Purchase 
Plan; 18,301,782 shares available for issuance under FACAAP; 965,694 and 27,178 shares available for issuance under the New and Old Director Plans, 
respectively; and 57,158,319 shares available for issuance under ESCP.



Executive Officers of Merrill Lynch & Co., Inc. 
The following list sets forth the name, age, present title, principal occupation and certain biographical information for the past five 
years for ML & Co.’s executive officers, all of whom have been elected by the ML & Co. Board of Directors. Unless otherwise indicated, 
the officers listed are of ML & Co. Under ML & Co.’s By-Laws, elected officers are elected annually to hold office until their successors 
are elected and qualify or until their earlier resignation or removal. 

E. Stanley O’Neal (54) 
Chairman of the Board since April 2003; Chief Executive Officer since December 2002; President and Chief Operating Officer since
July 2001; Executive Vice President from April 1997 to July 2001; President of U.S. Private Client (now a part of Global Private Client) 
from February 2000 to July 2001; Chief Financial Officer from March 1998 to February 2000. 

Rosemary T. Berkery (52) 
Executive Vice President since October 2001; General Counsel since September 2001; Senior Vice President and Head of U.S. Private
Client (now a part of Global Private Client) Marketing and Investments from June 2000 to September 2001; Co-Director of Global 
Securities Research and Economics Group from April 1997 to June 2000. 

Robert C. Doll (51) 
Senior Vice President since April 2002; Chief Investment Officer and President of Merrill Lynch Investment Managers (“MLIM”) since
September 2001; Co-Head of MLIM Americas from November 1999 to September 2001; Chief Investment Officer for Equities for 
MLIM Americas from June 1999 to November 1999; prior to joining Merrill Lynch, Chief Investment Officer of OppenheimerFunds, 
Inc. from January 1999 to June 1999. 

Jeffrey N. Edwards (44)
Senior Vice President since  April 2005; Chief Financial Officer since March 2005; Senior Vice President and Head of Investment 
Banking for Americas region from September 2004 to March 2005; Head of Global Capital Markets and Financing from August 2003 
to September 2004; Co-Head of Global Equity Markets (covering trading, sales and origination activities) from October 2001 to August 
2003; prior to that, in March 2000, appointed Co-Head of Global Equity Capital Markets.

Ahmass L. Fakahany (47) 
Executive Vice President since December 2002; Vice Chairman and Chief Administrative Officer since March 2005; Chief Financial 
Officer from November 2002 to March 2005; Chief Operating Officer for Global Markets and Investment Banking (“GMI”) from October
2001 to November 2002; Senior Vice President and Finance Director from December 1998 to October 2001. 

Gregory J. Fleming (43) 
Executive Vice President since October 2003; President of GMI since August 2003; Chief Operating Officer of the Global Investment
Banking Group of GMI from January 2003 to August 2003; Co-Head of the Global Financial Institutions Group of GMI from April 2001
to August 2003; Head of the United States Financial Institutions Group of GMI from June 1999 to April 2001; Managing Director of
the Global Investment Banking Group of GMI from February 1999 to October 2003. 

Dow Kim (43) 
Executive Vice President since October 2003; President of GMI since August 2003; Head of the Global Debt Markets Group of GMI from
October 2001 to August 2003; Managing Director and Head of Global Enterprise Risk Management within the Global Debt Markets 
Group of GMI from April 2000 to October 2001; Head of the Fixed Income business in Japan from July 1997 to March 2000. 

Robert J. McCann (47) 
Executive Vice President since August 2003; Vice Chairman and President of Global Private Client since June 2005; Vice Chairman,
Wealth Management Group from August 2003 to June 2005; Vice Chairman and Director of Distribution and Marketing for AXA 
Financial Inc. from March 2003 to August 2003; Head of the Global Securities Research and Economics Group of Merrill Lynch from
October 2001 to March 2003; Chief Operating Officer of GMI from September 2000 to October 2001; Head of the Global Institutional
Client Division of GMI from August 1998 to September 2000. 
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