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NASD
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
20050001802-01

TO: Market Regulation Department
NASD

RE; Chojce Investments, Inc., Respondent
i CRUNo.! 7665

Pursuant to Rule 9216 of NASD Code of Procedurs, Choice Investments, Inc. (“COCE") sobmits
this Letter of Acceptance, Waiver and Consant (*AWC") for the purpose of proposing
sedlement of the alleged rule violations described in Pazt Il below. This AWC is submitted on
the candition tha, if accepted, NASD will not bring any future actions against COCE alleging
viglations besed on the szme factual findings.

CéCE understapds that

% Submiasion of this AWC is voluntary and will not resolve this matter unless and
uny! it has been reviewed and accepted by NASD’s Department of Market
Regulation and National Adjudicatory Council (“NAC") Review Bubcommittee
or Office of Disciplinary Affairs, pursuant to NASD Rule 9216;

2, If this AWC i2 not accepted, its submission will not be used as evidence to prove
any of the allegations against COCE; and

3 If accepted:

a this AWC will become part of COCE's permanent disciplinary record and
j may be considered in any foture actions hrought by NASD or any other
regulator against COCE,

b. this AWC will be mads availabla through NASD's public disclosure
program in response to public inquiriea sbout COCE's disciplinary record;

: ¢.  NASD may mzke a public announcement conceming this agreement and
i the subject matter thereof in sccordance with NASD Rule 8310 and IM-
.5 £310-2; and

d COCE may not take any action or make or permit to be made any public
statement, including in regulatory filings or otherwise, denying, directly or
indirectly, any finding in thits AWC or creste the impression that the AWC
is without facturl besis, Nothing in this provision affects COCE’s
testimonial obligations or right to take legal or factual positions in
litigation or other legal proceedings in which NASD is not & pacty.
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COCE sl=o undeystands that its expesience in the socurities industry snd disciplinery history mey
be factors that will be considered in deciding whether to aceept this AWC, That experience and
hxs'émy are as follows:

COCE entered the socurities industty on Apnil 3, 1936 83 s member of NASD and
g its registration romains in effect. COCE docs not have any relevant disciplinary
! ‘history.

L
WAIVER OF PROCEDURAL RIGHTS

COCE specifically and voluntarily waives the following rights granted under NASD's Code of
Procedure:

A.  Tohave s Forms! Complaint issvad specifying the allegetions against COCE;

B.  Tobenotified of the Farmal Complaint and have the opportunity to answer the
sllogations in writing; .

c. To defend against the allegations in » disciplinary heering before a hearing panel,
o have a writte record of the hearing made and to have & written decision issued;
and

. D. To sppeal any such decision to the NAC and then to the U.S. Sacuritiss and
} Exchange Commission snd & U.S. Coust of Appesls.

Further, COCE specifically and vohmtarily waives any fight to elaim bias or prejudgmant of the
Geeral Counsel, the NAC, or any member of the NAC, in conncction with such person’s or
body’s participation in discussions regarding the tcrms and conditions of this AWC, or other
consideration of this AWC, including sceeptance or rejection of this AWC.

COCE further specifically and volunterily waives any right ta claim that & person violated the ex
parte prohibitions of Rule 9143 or the scparmtion of fanctions prokibitions of Rule 9144, in
copaection with such person’s or body’s participetion in discussjons regarding the tesms and
conditions of this AWC, oz other consideration of this AWC, including ite scesptance or

!

rejection. ‘
.
ACCEPTANCE AND CONSENT
The staff of NASD's Department of Market Regulation (“the staff”) conducted u review of

COCP’s compliance with NASD’s Trade Reporting and Compliznce Engine (“TRACE") rules
during the period of April 1, 2004 though June 30, 2004 (“review period™).
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A.  COCE hereby accepts and consents, without admitting or denying the findings,
mdsohlyﬁ:rthemamoﬂhispmdingmdmyumupmceﬁmgmuﬁt
, by or on behalf of NASD, or to winch NASD is a pasty, prior to a hearing and
: without sn adjudication of any issuc of law or fact, to the entry of the following
: findings by NASD:

COCE failed to report to TRACE 14 transactions in TRACE-eligible
seourities exceutod on a business day during TRACE system hours within 45
minutes of the time of execution.

The conduct described in paragraph one constitutes separste and distinet
violations of NASD Matkatplace Rule 6230(a).

These late transactions constituted 87 percent of all transactions in TRACE-
eligible securities that COCE was required to report to TRACE during the
raview period. :

The conduct described in paragraph three constitutes scparate and distinct
violations of NASD Marketplace Rule 6230(s) and 2 pattern or practice of late
reporting without exceptional circumatances in violation of NASD Conduct
Rule 2110,

COCE failed to repart to TRACE the correct time of treds execution for 16
transactions in TRACE-cligible securities,

The conduet doscribed in parsgraph five constitutes separate and distinct
violetions of NASD Matketplace Rule 6230(c)(8).

COCE fajled to show the correst time of axecution on the memorandum of 16
brokerage ordezrs.

The conduct described in parsgraph scven constitutes seperate and distinct
violations of SEC Rule 17a-3 snd NASD Conduct Rule 3110.

. During the review period COCE fidled to enforce its written supervisory

procedures, which specified the proper procedure for (i) reporting TRACE-
eligible securities into the TRACE systemn, and (if) recording execution tmes
on the memoranda of brokerage orders.

; 10. The conduct described in paragraph nine copstitutes a violation of NASD

Conduct Rules 2110 and 3010,

B. COCE alyo consents to the imposition, at s maximum, of the following sanctions:

A censure and a fine of $20,000 (a fine of $10,000 for TRACE violations, s fine of
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! §5,000 for recardkeeping violations, and & fine of $5,000 for supervision violations),
! The sanctions imposed herein shall be effcctive on a dste st by NASD staff,
| ITL

OTHER MATTERS

i A. COCE understands that COCE may sttach 8 Corrective Action Statement to thia

! AWC that i3 g statement of demonstrable corrective steps taken to prevent future

- misconduct. COCE understands that COCE may not deny the charges or make any
gtstesent that is inconsistent with the AWC in this Staternent, This Staternent does

= not constitute factual or legal findings by NASD, nor does it reflect the views of

; NASD or its staff.

B. COCE agrees w pay any monetary sanctions imposed on COCE upon notice that this
AWC has been sccepted and that such payments are dus and payable and has attachsd
an Election of Payment form showing the methad by which COCE preposes to pay
any fine imposed.

;  C. COCE specifically and voluntarily waives any right to claim that COCE is unable to
‘ pay, now or at any time hereafter, any monetary ssaction imposed in this matter,
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Choice Investments, Inc, cetifies that it has pead and understands all of the provisions of this
AWC and has been given e ful} opportunity to ask questions abott it, end that no offer, threat,
inducement, or promise of any kind, other than the terms sct forth hercin, has been made to

induce COCE to submit t.
323/ Zea by Cholee Invastments, Inc.
Dste Respondent
By: __M A, J’ﬁL
Nams: ’
Title: fﬂaf 1 br 7
Reviewed by:
Counsel for Respondent
Avccpted by NASD:
H
LS v b R A
Dlate Thomas R, Gira
i Excoutive Vice President and Deputy
Department of Market Regulation

Sigoed on behalf of the Directer of ODA, by
delegated suthogity
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(:h;ﬁsiu Inyestments, Ing, cenifics that {1 has sead and wederstands all of the provisions of this
AWC said has beex given 1 full opportunity 1o ask questions about it, sid that no oifer, threat,
inducement, of protoise of any kind, ether \hazt the terms sct forth herein, bas been made to

jndure COCE to sbbmit it,
'3/?3‘/ Zee g Choles Investments, Inc.
Dolg Respondent

‘By:MﬁeL‘?__a

Name:

Title: ofldd’upf*r'r/

Altorsey atd Connsclor
Beazos, Baite 50O
Apsepted by NASD: b . 78701
i S
Dnte Toomas R, Girs
: Exzcutive Vica President and Depaly
' Departrnsnt of Market Regulation

Signed on betulf of the Director of ODA, by
delegated suthority
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