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LETTER OF ACCEPTANCE, WAIVER AND CONSENT
NO. ##
20050003058-01
T0: Department of Market Regulation
NASD
RE; Trillium Trading LLC, Respondent
Broker-Dealer
CRD No. 120064

Putstant to Rule 5216 of NASD Code of Procedure, Trilllym Trading LLC (the “frm™)
snbmits this Letter of Accgpitance, Waiver and Congent (“AWC") for the purpose of
proposing a settlement of the alleged ruls violations described in Pact i below, This
AWC is sunbmitted on the condition that, if accepted, NASD will not bring any futurc
actions against the firm alleging violutions based on the xame factual findings.

The fion understands that;

1 Submission of this AWC is volugtary and will not regolve this matter
unless and until it hag been reviewad and accepted by NASD's Depariment
of Market Regulation and National Adjudicatory Council (*INAC™)
Review Subcommittze or Office of Diseiplinary Affairs (“ODA™),
pursuant to MASD Rule 9214;

2. i this AWC is not aceepted, its submission will not be used es evidence to
prove any of the allegations sgainst the firm; and

3 If acoepted:

a.

20050003038 {Ic)

this AWC will become part of the firm's permanent disciplinary
record and may be considered in any future actions brought by
NASD or any other regulator againgt the firm;

this AWC will be made available through NASD's public
disclosure program in response to publio inquirfes about the firm’s
disciplinary record;

NASD may make 2 public announcement concerming this
agrecynent and the subfect matter thereof in accordance with NASD
Rule 8310 and IM-8310-3; and

The firm may not take any action or make or permit to be made any
public statement, including in reguiatory filings ot otherwise,
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denying, directly or indirecily, any finding in this AWC or creme
the impressiop that the AWC is without factual basis. Nothing in
this provision affects the firm®s testimonial obligations or right to
take legal or factual positions in litigation or other legal
proceedings in which NASD s not a party.

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

The firm has been a menber of NASD since October 30, 2002 and its
registration remains in effect. The flrm has no relevant disciplinary history.

I
WAIVER OF PROCEDURAL KIGHTS
The firm specifically and volustarily waives the following rights granted under NASD's

Code of Procedure;
A, To have a Formal Complaint issned specifying the allegations agrinst the
firm;
B.  Tobe notified of the Formal Complaint and have the opportimity to
answer the ajlegations in writing;

C. To defend against the allepations in a disciplinary hearing before a hearing
pancl, to have a written record of the hearing made and to have a written
decision issued; and

D. To appeal any such decision to the NAC and then to the U.S. Securitics
and Exchangs Commission and a U.S. Court of Appeals.

Further, the Brm specifically and vohwtarily waives any tipht to claimn bias or
prejudgment of the General Coungel, the NAC, or any member of the NAC, in connection
with such person’s or bedy's participation in disoussfons reganding the terms and
vonditions of this AWC, ar other consideration of this AWC, including acceptance or
rejection of this AWC.

The firm further specifically and voluntarily waives axy right to claim that a person
violated the ex parte prohibitions of Rule 9143 or the separetion of functions prohibitions
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 acceptance or rejection.
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IL
ACCEPTANCE AND CONSENT

In 20050003058 (formerly MRID200449457), the staff conducted a Trading and Market
Maeking Surveillance (“TMMS™) Examination of the firm. The staff reviewed the

following items:!

50 sales transactions, for compliance with NASD Rule 3370;
seven short sales in Nagdag Netional Market {*NNM™) securities, for compliance
with NASD Rule 3350;

s ten porsons engaged in the finp's trading and market making activities, for
compliance with NASD registration rules;

* 676 ordet/trade records prepared and maintained in connection with the above
samples, for peneral compliance with NASD Rule 3110 and SEC Rules 17a-3 and
17a-4;

» 72 trades reported to Automated Confirmation Transaction Service (“ACT™) or
Trade Reporting and Comparison Service (“TRACS") in connection with the
above samples, for gencral compliance with NASD trade reporting and ACT
rules; and

o the firm’s establishment and implementstion of a supervisory system and written
supervisary procedures (“WSPs™), based on the WSPs in effoct during Noveraber
2004, for compliance with NASD Rule 3010.

A.  Tha firm heraby accepts and consents, without admitting or denying the findings,
and solely for the purposes of this procseding and any other proceeding hrought
by or on behalf of NASD, or to which NASD is a party, prior to a hearing and
withowt an adjudication of any issue of law or fact, to the entry of the following

findings by NASD:

1. The firm executed thres short sale trangactions in certain secnrities, all of
which were Nasdag National Market securities, at or below the current
inside bid when the current inside bid was below the preceding inside bid
in the security. The conduct described in this paragraph constitutes
separate and distinet violations of NASD Conduct Rule 3350.

2 The firm effected 14 short sales in certain securities for the fimm’s
proprietary accounts and failed to make/annotate an affirmative
determination that the firm could borrow the securities or otherwise
provide for delivery of the securities by settlement date. The conduct
described in this paragraph constitutes separate and distinot violations of
NASD Conduct Rule 3370.

! Unless otharwise noted, all iteyns reviewed are from ade date November 9, 2004,
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ER The firm failed to report to ACT the correct symbol indicating whether the
transaction was & buy, sell, szl short, sell short exempt or cross for 11
transactions in eligible securities. The conduct described in this paragraph
canstitates separate and distinct violations of NASD Marketplace Rule
6130(d).

4. The firm's supervisory system did not provide for supervision reasopably
designed to echieve compliance with regpect to the applicable securities
laws and regulations, and the Rules of NASD, concerning IM-2110-5,
Regulation SHO, information barriers (also known as *Chinesa Walls'),
and books apd records. Specifically, the firm's supervisory system did not
include written supervisory procedures providing for: (1) the
jdentification of the person(s) responsible for supervision with respect to
the applicable rules; (2) a statement of the supervisory step(s) t0 bo taken
by the identified person(s); (3) & statement as to how often such person(s)
should take such step(s); and/or (4) & staternent as to bow the completion
of the step(s) included in the written supervisory procedures should be
docurnented. The firm failed to provide documentary evidence that it
performed the supervisory review set forth in its written supervisory
procedures concerning M-2110-5, Regulation SHO, infarmation barriers,
and books and records. The conduct described in this paragraph constitutes
s violation of NASD Conduct Rules 2110 and 3010,

B.  The firm also consents to the imposition, at a maxirum, of the following
sanctions:

A censare, a fine of $15,080 (consisting of $10,000 for short sale
violations and §5,000 for supervision), and an undertaking to
revise the firm's written supervisory procedures with tespect 1o
the areas described in paragraph four. Within 30 buginess days of
acceptance of this AWC by the NAC, a registered principal of the
Respandent ahall submit to the COMFPLIANCE ASSISTANT,
LEGAL SECTION, MARKET REGULATION
DEPARTMENT, 9509 KEY WEST AVENUE, ROCKVILLE,
MD 20850, a signed, dated letter, providing the following
information; (1) a reference to this matter; (2) a represeatation
that the firm has revised its written supervisory procedures to
addrees the deficiencies desoribead in this paragraph ; and, (3) the
date the revised procedures were implemenisd.

The sanctions imposed herein shall be effective on a date set by NASD staff.
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I
OTHER MATTERS

A.  The fion understands that it may attach e Corrective Action Staternent to this
AWC that is a staternent of demonstrable corrective stsps taken to prevent fistuze
misuindlwt. The finn understands that it may oot deny the charges or make any
statement that is inconsistent with the AWC in this Statement, This Statement
does not constitute factusl or legal findings by NASD, nor does it raflect the views
of NASD or its staff,

B.  The firxn agrees to pay amy mopetary sanctions imposed on it upon notice that this
AWC}huheenmptedandthutsmhpnymaﬁamducandpayablc,andhas
l?edeleoﬁon of Payment form showing the method by which the firm

attao
propases to pay any fiue imposed.

€. The firm spacifically and voluntarily waives any right to claira that the firm is
unablk 1o pay, now or at any time hexsafter, any monetary sanction imposed in this
mattes.
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The finm cextifies that it has read and naderstanda all of the provisions of this AWC and
has been given a full opportunity to ask questions about it, and that no offer, threat,
inducemeny, or promise of any kind, other than the terms set foxth herein, has been made

o induce the firm to submit it,
, . ) . Respondent
W g Trillium Trading LLC
BY: oo N\
Name: - .- . o, -t > 4 -
Titde: &y ot o, L
Reviewed by:
Counsel for Respondent
Agcepted by NASD:
/\.—H
- £ [ AT
Date Thomss R. Gira
Executive Viee Pregident
Department of Market Regulation
Sighed on behalf of the Director of
QDA by delegated authority
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