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g 3 NASD
'LETTER OF ACCEPTANCE, WAIVERAND CONSENT ‘

2004200027101

TO: Department of Market Regulation
NASD

RE: Hssex Radez LLC, Respondent
Broker-Dealer
CRD No. 34644

Pursnant to Rnle 9216 of NASD Code of Procedure; Essex Radez LLC (“ERCO” or the “ﬁrm")
submils this Letter of Acceptance, Waiver and Consent (*AWC™) for the purpose of proposing a
settlement of the plleged rule violatiens described in Part' I betow. This AWC is submiteed on
the condition that,.if accepted, NASD will not bring any. future actions against ERCO alleging
violations bascd on the same factual findings. _

ERCO understands that; .

1. Submission of this AWC is voluntary and will not resolve this matter unless and
wunti] it has been reviewed and accepted by NASD's Department of Market
Regulation and National Adjudicatory Councit-(“NAC™) Review Subcommitice
or Office.of Disciplinary A(fairs, pursuant to NASD Rule 9216;

2, 1f this AWC is not accepted, its submission will not be used as evidence to prove
any of the. aneganmagamst ERCO; and:

3. I accepted:

a. this AWC will become part of FRCD)’s permanent disciplinary record and
_may-be considered in any future- actwnsbmnght by NASD or any other
regulator against ERCO;

b.  this AWC will be made available through NASD's public disclome'
program in-response to public inquiries about ERCO’s disciplinury recard,

c NASIymay make s public announcement concerning this ngreement and
the subject matter thereof in accordance with NASD Rule 8310 and IM-
8310-2; and"

d.  ERCOmaynat take any action or make or permit to be made any public
statement, including in regulatory filings or otherwise, denying, directly or
indircetly; any allégation in this AWC or create the impression that the:
AWC is without factual basis. Nothing in this provision affects ERCO’s
testimommat obligations or right to take legal or factual positions in
litigation or viher Jegal proccedings in which NASD is not a party.

20042000271 (incl. MRD20044644 and MRD)200447153) (tn)



26/16/2005 16:29 2483865132 MARKET REG LEGAL PAGE §5/18

ERCO also understands that its experience in the securities industry and disciplinary history may
be factors that will be considered in deciding whether to accept this AWC.

ERCO has been a member of NASD since August 2000 and its registration remains in éﬂ'ecL
ERCO has the following relevant disciplinary history: , :

0 On November La,.zém,-,,mwc became final in-which ERCO was censured and.
fined $27,000 for violations of NASD Rules 2110, 3010, 3350 and 5430. This action
included a pattern or praeuee of Iate trade reportlng w:thout excepnonﬂ

cm.nmslances.

o Onp Novembcr 26, 2002, an AWC became final in which ERCO was fined $5,000 for
a pattem or practice of late trade reporting thhout excepnonal circurnstances in
violation of NASD-Conduct Rule 2110

i

WAIVER OF PROCEDURAL RIGHTS

ERCO specifically and voluntarily waives the follomng nghts gramed nnde:r NASD's Code of
Procedure:

A. To bave a*fbmai&mpinim:issued.specif;dng.me.auegaﬁons agaiust ERCO;

B. To be notificd-of the Fermal Complaint and have the uppomnnty 10 answcr the
allegations-in writiog, .

C. To defénd against the allegations in a disciplinary hearing before a hearing panel,
to have a wrnitten record of thehcanng made and to have a written decision issued,
and

D. To appeal any such decision to the NAC and then to-the U.S. Securities and
Exchange Commission and a U.S. Court of Appeals.

Further, ERCO specifically and voluntarily waives any right to claim bias or prejudgmem' of the
General Counsel, the NAE, or any-member of the NAC, in connection with euch person's or
body's participation in discussions regarding the terms and conditions of this AWC, or other
considcration of this AWC, including-xcceptance or rejection-ofthis AWE

FRCO further specifically and voluntarily waives any right 1o ¢laim that a person violated the ex
parte prohibin'ons of Rule 9143 or the separation of functions prohibitions of Rule 9144, in

copnection with such person’s-or body’s participation in discussions regarding the terms and
conditions of this AWC, or other consideration of this AWCL, including i15 acceptance or

rejection.

20042000271 {ing). MRD200446442 and MRD200447153). 2
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- ACCEPTANCE AND CONSENT .

In connection with MRIj200446443, the Department of Market Regulation staff (the “staff”)
conducted a review of ERCO’s compliance with the Automated Confirmation Transaction
Service {"ACT")- reporting rules during the. period of January 3, 2004 through April 30, 2004

(the “review penod")

Tn connection with MRD200447153, the staff conducted a review of ERCO’s compliance with
the ACT repoﬂmg nules dunu;ihnpenod of April 1, 2004 through June 30, 2004 (the.
“subsequent review penod")

A, ERCO hereby accepts and consents; without admxttmg or denying the allcgations or
findings, and solely for the purposes of this proceeding and any other proceeding brought
by or on behalf 0of NASE; ef 10 which NASD is a party; price to-achcaring and without.an
adjudication of any issue of law or fact, to the entry of the following findings by NASD:

MRD200446443

1. ERCO failed, within-30 scconds after cxecution, to transmit through
ACT 10,622 Iast sale reports of transactions in Consolidated Quotation
Service €'€QS™} securitics. These transactions censtitute more than
seven percent of the transactions reviewed that ERCO was requitedto '
report to ACT during the review period. -

2. The conduet Jescribed in paragraph onc constitutes. a.patter or
ractice of late rcporting without exceptional cucumstnnzes n
v:olatlon of NASE Conduct Rule 2110:

3. ERCO failed w: accept or decline in' ACT 146 transactions in cligible
securities within twenty minutes after execution, approximately 78
percent of it transeetions that ERCO hiad an obligation to accept or
decline in-ACT us-the OLID during the subscquent review period.

4. The conduct described in paragraph five congtitutes separate and
distinct viglations:.of NASD Marketplace Rule: 6130@:} and a violation
nf NASD Condnct Rule 2110.

MRD200446443 and MRD200447153

5. ERCO's supervisary system did not provide for supervision reasonably
designed 10 achicve compliance with respect to the applicable
securitics laws and regulations, and the Rules.of NASD); conceming.
ACT rcporting. Specifically, the firm’s supervisory system did not

20042000271 (incl. MRD20O446443 and MRD200447153) 3
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"'include written 'supervisory procedures providing for: (1) identification
of the person(s) respousible for supervision with respect to the
applicable rules; (2) 2 statement of the supervisory step(s) 10 be taken
by the person(s) responsible for supervision with respect to the
applicable rules; (3) 2 statement as to how often such person(s) should
take such step(s); and (4) a statement as to how completion of the
step(s) included in the wiitien supervisory proccdurcs should be
docummhd- :

6 The conduct described i paragraph five constitutes a violation of
' NAﬂDﬂgndntules 2110 and 3010.

B.  ERCO also consents to the imposition, at a maximum, of the following
sanctions: ‘

LU

A censure, a fine of $15,000 (compr!sed of »# 57,000 ine for the
trade reporting violations identified in MRD200446443, 2 §7,000
fine for the trade reparting violations identified-in-
MRD200447153, and 2 $5,000 fine for the supervision violations), .
apd an updertsking to revise the firm’s written-supervisory
procedures with respect to the areas described in paragraph five.
AWithin 30 Business days of acceptance of this AWEC by the NAC, a
registered principz) of the firm shall submit to-the COMPLIANCE
ASSISTANT, LEGAL SECTION, MARKET REGULATION
DEPARTMENT, 9508 KKY WEST AVENUE, ROCKVILLE, MD
20850, a signed, dated letter, providing the following information: (1)
a reference-to-thismateer; (2) & representation:that-the fimr has revised
jts written supervisory procedures to address the deficiencies described
in paragraph five; and; (3) the date the rc\nseﬂ’ pruwdures were
implemented.

The sanction imposed herein shall be effective on 2 date set- by NASD staff.

20042000271 (ine), MRD2DOA45443 and MRDI200447113) . A
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OTHER MATTERS

A. ERCO understands that £RCO may attach a Corrective Action Stateent to this
 AWC that is a statement of demonstrable corrective steps taken to prevent future
misconduct: ERCO-undorstands that CRCO may not deny-the charges or make:
any statement that is inconsistent with the AWC i this Statement. This
Statement does not constitute fachial or legal ﬁndmm’by NASD nor does {t
reflect the-views of NASD orits staff.

B. ERCO agrees to pay any monetary sanctions impdsed on ERCO upon notice that
this AWC has been accepted and that such payments are due and paysble and has
attached an Election of Payment form showmg the method by which ERCO

proposes to paymrﬁnc imposed. N

C. ERCO spcmﬁcalhlmd voluntarily waives any- ‘righl to-claim that ERCO is unable
to pay, now ot at any tirno hereafter, any monetu’y sanction impnsed in this
matter.

20042000271 (in¢). MRDZ00446443 and MRD200447152) vt
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ERCO cenifies that fimn has read and understands all of the provisions of this AWC and has
been gwen a full opportunity to ask questions about it, and that no offer, threat, inducement, or
promise of any kind, other than the terms set forth hercin, has been made to induce ERCOt0,
submit it.

Respondent
Essex Radez L1.C

Accepted by NASL:
/'\-ﬂ
/¥ 1 Yk R
Date - ‘ Thomas R. Gira
Executive Vice President and Deputy
Department of Market Regulation
Signed on-behalf of the Direcior of ODA, by
delegated authority ‘
Attachment:

Stapdard Election of Payment Ferm:.
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