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. NASD , >
LETTER OF ACCEPTANCE, WAIVER AND CONW ,
NO, ##
200500001 86-01

TO: Market Regulation Department

NASD

RE: Banc of America Securities LLC, Respondent

CRD No. 26091

Pursuant to Rule 9216 of NASD Code of Procedure, Banc of America Seciigities LLC
(the “firm”) submits this Letter of Acceptance, Waiver and Consent (“AWT™ for the
purpose of proposing a settlement of the alleged rule violations described dn Part II
below. This AWC is submitted on the condition that, if accepted, NASD wil} not bring
any future actions against the firm alleging violations based on the same factual findings.

The firm understands that:

1. Submisgion of this AWC is voluntary and will not resolve fhis matter
unless aud unti! it has been reviewed and accepted by NASD's
Department of Market Regrulation and National Adjud;cmry Couneil
(*NAC”™) Review Subcommittes or Office of Disciplinary Affairs,
pursuant to NASD Rule 9216;

2. Ifthis AWC is not accepted, its submission will not'be used as
evidence to prove any of the allegations against the firm;.and

3. Hfaccepted:

&

this AWC will become part of the firm’s permanent
disciplinary record and may be considered in any. futm'c acnons
brought by NASD or any other regulator aga.mst ‘the firm

this AWC will be made available through NASD’B pubhc
disclosure program in response to public inquiriés about the
firm’s disciplinary record,;

NASD may make a public announcement conc_mﬁh@g this
agreement and the subject matter thereof in aceordgnce with
NASD Rule 8310 and IM-8310-2; and

the firm may not take any action or raake or permit.to be made
arty public statement, including in regulatory filings or
otherwise, denying, d:rect!y or indirectly, any. allegation in this
AWC or create the i 1mpress10n that the AWC is withont factual
basis. Nothing in this provision affects the firm’s'testimonial
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obligations or right to take legal or factual posinons in
litigation or other legal proceedings in which NASD isnota

party.

The firm also understands that its experience in the securities industry and disciplinary
history may be factors that will be considered in deciding whether to aceept th:s AWC.
That experience and history are as follows:

The firm entered the securjties industry in April 1990 as a member of NASD and
its registration remains in effect. On March 8, 2007, NASD accepted an AWC by which
the firm was censured and fined $56,500 for, among other things, trads reporting
violations and OATS violations. On May 2, 2005, NASD accepted an AWC by which
the firm was censured and fined $15,000 for trade reporting violations. On'March 22,
2005, NASD accepted an AWC by which the firm was censured and fineéd $25,000 for,
among other things, OATS viclations. On March 28, 2003, NASD accepted an AWC by
which the firm wasg fined $5,000 for OATS violations,

L
WAIVER OF PROCEDURAL RIGHTS

The firm specifically and voluntarily waives the following rights granted. under NASD's
Code of Procedure.

A.  To have a Formal Complaint issued specifving the allggations against the
firmm; :

B. To be notified of the Formal Complaint and bave the oppormmty 0.
answer the allegations in writing;

C. To defend against the allegations in a dlsclphna.ry hearing befors a hearing
panel, to have a written record of the hearing made and to have a written
decision issued; and

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

Further, the firme specifically and voluntarily waives any right to claim bias.or
prejudgment of the General Counsel, the NAC, or any member of the NAC in
connection with such person’s or body’s participation in discussions regarding the terms

and conditions of this AWC, or other consideration of this AWC, including a.oceptance or
rejection of this AWC.

20050000186 (including 20050006525, 20050023525, 20050017993, 20050026591, 20050004164,
20050017790, and 20050007222) (1}
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The firm further specifically and voluntarily waives any tight to claim tIié't"a.i)erson

violated the ¢x parte prohibitions of Rule 9143 or the separation of functiohs:prehibitions '

of Rule 9144, in connection with such person’s or body’s participation in discussions
regarding the terms and conditions of this AWC, or other consideration of this AWC,
including its ac¢eptance or rejection.

IL
ACCEYTANCE AND CONSENT

This matter arose out of threc QATS reviews conducted by the staff of the Market
Regulation Department (the “staff”) for the periods April 1, 2004 to June 30, 2004,
Oetober 1, 2004 to Decemaber 31, 2004, and April 1, 2005 to June 30, 2003, respectively,
20050000186, 20050006525 and 20050023929; three trade reporting reviews conducted
by the staff for the periods January 1, 2005 to April 30, 2005, May 1, 2005 to. August 31,
2005, and April to September 2004, respectively, 20050017993 and 20050026991, and
20050004164; a TRACE review conducted by the staff for the period October 1, 2004 to
December 31, 2004, 20050007222; and the 2005 Tradmg and Market Makmg

Surveillance Examination of the firm, 20050017790, in which the staff reviewed the
matters described in Attachment 1.

A_ The firm hereby accepts and consents, without admitting or denying the findings,
and solely for the purposes of this procecding and any other proceeding brought
by of on hehalf of NASD, or to which NASD is 2 party, prior to ahearing and
without an adjudication of any issue of law or fact, to the entry of the following
findings by NASD:

20050000186

1. During the review period, the firm transmitted to OATS 14,855 execution
reports that contained ingccurate, incomplete, or mpmpeﬂy ‘formatted
data. Because of the inacourate, missing, or improperly formatted data,
the OATS system was nnable to link the execution repors to the related
trade reports in an NASD trade reportg system. The firm aiso
erroneously reported to OATS 763,020 execution codes with the
exception code of “R” for riskless principal trades it reported under the
Altemative Approach, During the review period, the firm failed 1o repair
2,141 Reportable Order Events (“ROEs”) that were rejected by QATS for
context and syntax errors and were repairable. This constituted 32 percent
of the firm’s repairable rejected ROEs. The conduct described in this
paragraph constitutes separate and distinct violations of NASD
Marketplace Rule 6955(a).

20050000186 (including 20050006525, 20050023929, 20050017993, 20050026391, 20050004164,
20050017790, and 20050007222) (xlf)
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20050006525

2. During the review period, the fum submitted to OATS 218 Route or
Combined Order/Route Reports that the OATS system was: mable to link
to the related order routed to the Nasdaq Exchange due fo mﬂcmlratc
incomplete or improperly formatted data. During the review penod, the
firm submitted to QATS 1,239 Route or Combined Order/Rnute Reports 8
that the OATS system was unable to link to the cormesponding new order i
submitted by the destination member firm due to inaccurate, sincomplete or (o3
improperly formatted data. The conduet described in this paragraph iy
constitutes separate and distinet violations of NASD Marketplace Rule
6955(a).

ARSI E e 2

3. During the review period, the firm submitted to CATS &, 182“ Rmi‘te of
Combined Order/Route Reports that the OATS system was' mble to link
to the related order routed to the Nasdaq Exchanpe due to ihaccurate, ;
incomplete or improperly formatted data. The firm also failedto timely '
report to OATS 187,331 ROEs, representing three percent of all ROEs
gubrnitted by the firm to QATS during the review period. During the
review period, the firm also reported to OATS 24,107 execution reports
that contained inaceixate, incomplete, or improperly formatted data. e
Because of the inaccurate, wissing, or improperly formatted data, the ;
OATS systemn was unable to link the execution repotts to the related trade
reparts in an NASD trade reporting systeml. The conduct described in this
paragraph constitutes separate and distinct violations of NASD
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Mazrketplace Rule 6955(a).
4, The fixm failed, within 90 seconds after execution, to trangmitto the Trade : ;

Reporting Facility 1,086 last sale reports of transactions in dewgnated
securities. The conduct described in this paragraph consuhttes geparate
and distinet violations of NASD Marketplace 4632(a).
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20050026991

5. The firm failed, within 90 seconds after execution, to u-ansnut to the QTC
Reporting Facility 113 Jast sale reports of transactions in- G)'I‘C Equity
securities. The conduct described in this paragraph constitites separate
and distinct violations of NASD Marketplace Rule 6620(a).
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20050000186 {including 20050006525, 20050023929, 20050017993, 20050026991,:20050004164,
20050017790, and 20050007222) (sl
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20050004164 .
6. The firm reported to the Trade Reporting Facility 75 last se‘.kei;téports of

transactions in designated securities it was not required to réport. The
conduct described in this paragraph constitutes separate and distinct
violations of NASD Marketplace 4632(e).

The fixm failed to report to TRACE the correct contra-patty’s identifier for
126 transactions in TRACE-eligible securities. The conduet.described in
this paragraph constitutes separate and distinct violations of NASD
Marketplace Rule 6230(c)(6).

The firm's supervisory system did not provide for supemmon Imonably
designied to achieve compliance with respect to the apphcable gecurities
laws and regulations, and the R];Ies of NASD, concermng ’IRACB
written supervisory procedures providing for reviews for: comphmce that
inchaded: (1) the identification of the person(s) responsible for
superwslon with respect to the applicable rules; (2} a statefaent of the
supervisory step(s) to be taken by the identified person(g); (3) a statement
as to how often such person(s) should take such step(s); and (“@)a
statement as to how the completion of the step(s) inchuded in-the written
supervisory procedures should be documented, The conduet described in
this paragraph constitutes a vielation of NASD Conduet Rales 2110 and
3010.

20030017790

9.

10.

During the review period, the firm tramsmitted to OATS 17 reports thiat
contained inaccurate, incomplete, or improperly fonnatted data. The
conduct described in this paragraph constitutes separate-and distinct
violations of NASD Marketplace Rule 6955(a).

The firm's supervisory system did not provide for supervision reasonably
designed to achieve compliance with respect to the applicable- securrities
laws and regulations, and the Rules of NASD, concerning order handhng
and soft dollar accounts and trading. Specifically, the firm's supervisory
system did not include written supervisory procedures providing for
reviews for compliance that included: (1) the identification of'the
person(s) responsible for supervision with respect to the applicable rales;
(2) a statement of the supervisory step(s) to be taken by the idéntiﬁed

20050000186 (inchuding 20050006525, 20050023929, 20050017993, 20050026991, 20050004164
20050017760, and 20056007222) (1)

5
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-

person(s); {3) a statement as to how often such person(s) shdultf take such
step(s); and (4) a statement as to how the completion of the stq)(s)
included in the written supervisory procedures should be docummted
The conduct described in this paragraph constitutes a wohhon of NASD
Conduct Rules 2110 and 3010.

B. The firm also consents fo the imposition, at a maximum, of the followmg
sanctions: ¢

A censure;

A fine of $60,000 (consisting of $25,000 for OATS wolanmw, $20,000 for
trade reporting violations; $10,000 for TRACE rcportmgmclaucns and
$5,000 for supervisory violations); and

an mdertaking to revise the firm’s written supervisory phocedures
with respect to the areas deseribed 1n paragraphs ITA 8 and

ITA 10. Within 30 business days of acceptance of this AWC by
the NAC, a registered principal of the Respondent shall submi to
the COMPLIANCE ASSISTANT, LEGAL SECTION,
MARKET REGULATION DEPARTMENT, 9509 KEY |
WEST AVENUE, ROCKVILLE, MDD 20850, a signed, dated
letter, providing the following information: {1)a reference:to-this
matter; (2) a representation that the finm has revised its written
supervisory procedures to address the deficiencies described in
paragraphs 1A 8 and A 10; and, (3) the date the revised
procedures were implemented,

The sanctions imposed herein shall be effective on a date set‘by‘NASD staff.

OTHER MATTERS

A. The firm understands that it may attach a Corrective Action Staﬁemmt 10 this
AWC that is a statoment of demonstrable corrective steps taken to prevent future
misconduct. The firm understands that it may not deny the charges or meake any
statement that is inconsistent with the AWC in this Statement. Thig' ‘Statement
does not constitute factual or legal findings by NASD, nor does it:reflect the
vxews of NASD or its staff.

B. The firm agrees to pay any monetary sanctions imposed on the flr,m upon notice
that this AWC has been accepted and that such payments are due and'payable and

20050000186 (ichuding 20050006525, 20050023929, 20050017993, 20050026991, 20050004164,
20050017790, and 20050007222) (z1f) ,

6
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has attached an Election of Payment form showing the method by wil:ch the firm
proposes to pay any fine imposed.

" C. The fim specifically and voluntarily waives any right to claim that: itls unable to
pay, now or at any time hereafter, any monetary sanction imposed:in 'flus matter.

The firm certifies that it has read and understands all of the provisions o,f:ﬂ:us AWC and
has been given a full opportunity to ask questions about it, and that no offér, thteat,

inducement, or promise of any kind, other than the terms set forth herein, has.been made
to induce the firm to submit it.

Banc of America Se@iiﬂﬁes LLC

200F

4|24

Date

Tide: Qi€ Opergtinc Of e,
. "9— (3%} f%ttwl&.
6[0!0‘(- %-Ui"‘\vg?

Reviewed by: Jwshvi~ % e i“p'

J,in:Jdr Rk Gon G £y St Toda

@ounsel for Respondent
Accepted by NASD:
(05702 TAe R G-

Date Thomas R, Gira -~ & .
Executive Vice President-
Department of Markit; .Rﬁgulahon
Signed on behalf of the Director of
ODA, by delegated authority

Attachments:

Standard Election of Payment Form

20050000186 {inclnding 20050008525, 20050023529, 20050017993, 20030026091, 20050%4164
20050017790, and 20050007222) (If)
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Attachment #1

Review Area

sale transactions, for compliance with SEC Rules 200(g) and/or

customer and proprietary sales, for compliance with NASD Rule

limit orders executed as principal, for compliance with NASD
Rules 2110 (and IM-2110-2), 6440, 6541 and 2320, and SEC

limit and market orders executed in a principal or riskless
principal capacity, for compliance with capacity reporting under
NASD Trade Reporting and ACT rules,

Cancelled transactions for compliance with the requirement to

cancel trade reports within ninety seconds of cancellation from

transactions for NASDAQ securities in soft dollar accounts for
compliance with trade reporting rules and the safe harbor

orders in securities for which the firm was a market center, for
compliance with the order size/type classification requirements

security/size/order data statistics published on the firm’s
monthly order execution report, for compliance with SEC Rule

customer orders in OTCBB and OTC equity securities, for
compliance with NASD Rules 3110(b) and 2320,

persons engaged in the firm’s trading and market making
activities, for compliance with NASD Registration rules,

order/trade records prepared and maintained in connection with

the above samples, for general compliance with NASD Rule

trades reported to ACT or TRACS in connection with the above
samples, for general compliance with MASD Trade Reporting

20056017790
Sample Size
272
203(b),
417
6130,
15
Rules 11Acl-1and 11Acl-4,
50
43
books and records,
50
limitations of SEC section 28(e),
25
of SEC Rule 603,
34 orders
(4 order type
categories} 605,
20
10
468
3110 and SEC Rules 17a-3 and 17a-4,
558
and ACT rules,
246

customer trade confirmations reviewed in connection with the
above samples, for compliance with SEC Rule 10b-10,

Sample Source

from trade dates May 24
and 25, 2005,

from trade dates May 24
and 25, 2005,

from trade dates May 24
and 25, 2005,

from trade dates May 24
and 25, 2005,

from trade dates May 24
and 25, 2005,

from trade dates May 24
and 25, 2005,

from trade dates May 24
and 23, 2005,

from the report for April
2003,

from trade dates May 24
and 235, 2005,

from trading staff in May
2005,

tfrom trade dates May 24
and 25, 2005,

from trade dates May 24
and 25, 2003,

from trade dates May 24
and 25, 2005,



Attachment #1
20050017790

Sample Size

50

N/A

N/A

Review Area

orders in NNM or SC securities submitied to OATS, for
compliance with NASD Rule 6955,

the firm’s establishment and implementation of “regular &
rigorous” reviews of the execution quality of orders sent to other
market centers and internalized, for compliance with NASD
Rules 2320 and 3010,

the finm’s establishment and implementation of a supervisory
system and written supervisory procedures, for compliance with
NASD Rule 3010,

Sample Source

from trade dates May 24
and 25, 2003,

based on WSPs in effect
during May 2003,

based on WSPs in effect
during May 2005.



