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TO: Department of Market Regilation
Financial Industry Regulatory Authority (“FINRA")

RE: Frank Marasco, Respondent
CRD No. 2833130

Pursnant to FINRA Rule 9216 of FINRA’s Code of Procedure, Respondent submits this Letter of
Acceptance, Waiver and Consent (“AWC”) for the purpose of proposing a setflement of the
alleged rule violations described below. This AWC is submitted on the condition that, if
accepted, FINRA will not bring any future actions against me alleging violations based on the
same factual findings described herein.

L
ACCEPTANCE AND CONSENT

A. Respondent hereby accepts and consents, without admitting or denying the findings, and
solely for the purposes of this proceeding and any other proceeding brought by or on
behalf of FINRA, or to which FINRA is a party, prior to a hearing and without an
adjudication of any issue of law or fact, to the entry of the following findings by FINRA:

BACKGROUND

Respondent; Frank Marasco, entered the securities industry on November 18, 1996, as a
registered representative of a member of FINRA. From February 5, 2001 through May
20, 2008, Respondent was a registered representative with J.P. Morgan Securities Inc.
{“JPMS™). Respondent is not currently registered with a FINRA member firrn, but he
remains subject to FINRA’s jurisdiction pursuant to Article V, Section Four of the
FINRA By-Laws. Respondent has no disciplinary history.

SUMMARY
This AWC concems matters arising from investigation 20050021341 in which the

Market Regulation Department staff (“staff’) reviewed Respondent s trading activity
during March and April 2005.

20050021341 (lwa)



FACTS AND VIOLATIVE CONDUCT

. At all times relevant to this matter, Respondent was a market maker with JPMS
responsible for making markets in the health care and biotech sector. Respondent
was responsible for entering orders, executing trades, and determining the quotations
at which JPMS would buy and sell securities in the health care and biotech sector 1n
approximately 132 securities.

. Respondent entered orders into JPMS’s LAVA Trading Floor (“LAVA™), an
electronic trading platform that connects to all market data sources and order entry
systems. LAVA allows users to enter orders and execute transactions across all
available liquidity sources, including Nasdaq, listed exchanges, and electronic
communications networks.

. InMarch and April 2005, Respondent entered buy and sell orders in 132 separate
securities into LAVA. Respondent entered an order into LAVA and
contemporaneously entered another order on the opposite side of the market for
approximately the same number of shares into LAVA.

. Respondent entered buy and sell orders into LAV A which executed against one
another resulting in 7,464 separate transactions. This resulted in numerous
transactions being executed against one another creating non-bona fide market
activity in the securities. Each of these separate transactions was publicly reported to
Nasdaq through the Automated Confirmation Transaction Service and disseminated
to the public.

. JPMS advertises trading volume in order to, among other things, attract customer
order flow using two private service providers, Bloomberg and Thomson AutEx
BlockDATA (“AutEx”). These service providers allow broker-dealers to advertise
intra-day and historical trading volume. Advertised trade volume is used by
Bloomberg and AutEx to compile rankings and pubhsh reports that rank broker-
dealers by security.

. In March and April 2005, Respondent’s advertised trading volume from entering
orders that executed against one another accounted for more than 90 percent of
JPMS? advertised trading volume in 32 separate securities and more than 50 percent
of JIPMS’ advertised trading volume in 100 separate securities.

. In March 2003, Respondent improved his AutEx rank to the number two market
maker in the healthcare and biotech sector.

. By engaging in this conduct, Respondent overstated his trading volume in 132
separate securities and caused to be published or circulated, reports of purchase and
sale transactions when each such purchase or sale transaction was not a bona fide
purchase or sale of such security. The conduct described in the preceding paragraphs
constitutes separate and distinet violations of NASD Rules 2110 and 3310.



B. Respondent also consents to the imposition of the following sanctions:

A suspension from associating with any member of FINRA in any capacity
for a period of 45 days, and a fine of $40,000.

The fine shall be due and payable either immediately upon reassociation with a member
firm following the 45 day suspension noted above, or prior to any application or request
for relief from any statutory disqualification resulting from this or any other event or
proceeding, whichever is earlier.

I specifically and voluntarily waive any right to claim that I am unable to pay, now or at
any time hereafter, the monetary sanction(s) imposed in this matter.

Respondent understands that if he is barred or suspended from associating with any
FINRA member, he becomes subject to a statutory disqualification as that term is defired
in Section 3(a}(39) of the Securities Exchange Act of 1934, as amended. Accordingly,
Respondent may not be associated with any FINRA member in any capacity, including
clerical or ministerial functions, during the period of the bar or suspension. (See FINRA
Rules 8310 and 8311.)

The sanctions imposed herein shall be effective on a date set by FINRA staff.
1I.

WAIVER OF PROCEDURAL RIGHTS

Respondent specifically and voluntarily waives the following rights granted under FINRA's
Code of Procedure:

A.  To have a Complaint issued specifying the allegations against me;

B. To be notified of the Complaint and have the opportunity to answer the
allegations in writing;

C. To defend against the allegations in a disciplinary hearing before a hearing panel,
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 National Adjudicatory Council (“NAC”) and
then to the U.S. Securities and Exchange Commission and a U.S. Court of
Appeals.



Further, Respondent 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 acceptance or rejection of this AWC,

Respondent further specifically and voluntarily waives any right to claim that a person violated
the ex parte prohibitions of FINRA Rule 9143 or the separation of functions prohibitions of
FINRA 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.

.
OTHER MATTERS
Respondent understands that:

A Submission of this AWC is voluntary and will not resolve this matter unless and
until it has been reviewed and accepted by the NAC, a Review Subcommittee of
the NAC, or the Office of Disciplinary Affairs (“ODA”), pursuant to FINRA Rule
9216;

B. If this AWC is not accepted, its submission will not be used as evidence to prove
any of the allegations against me; and

C. If accepted:

1. this AWC will become part of my permanent disciplinary record and may
be considered in any future actions brought by FINRA or any other
regulator against me;

2. this AWC will be made available through FINRA's public disclosure
program in response fo public inquiries about my disciplinary record;

3. FINRA may make a public announcement concemning this agreement and
the subject matter thereof in accordance with FINRA Rule 8313; and

4, Respondent 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 this AWC or create the impression
that the AWC is without factual basis. Respondent may not take any
position in any proceeding brought by or on behalf of FINRA, or to which
FINRA is a party, that is inconsistent with any part of this AWC. Nothing
in this provision affects my right to take legal or factual positions in
litigation or other legal proceedings in which FINRA is not a party.



- Respondent may attach a Corrective Action Statement to this AWC that is a
statement of demonstrable corrective steps taken to prevent future misconduct.
Respondent understands that he may not deny the charges or make any statement
that is inconsistent with the AWC in this Statement. This Statement does not
constitute factual or legal findings by FINRA, nor does it reflect the views of
FINRA or its staff.



Respondent certifies that he has read and understands all of the provisions of this AWC and has
been given a full opportunity to ask questions about it; that Respondent has agreed to its
provisions voluntarily; and that no offer, threat, inducement, or promise of any kind, other than
the terms set forth herein and the prospect of avoiding the issuance of 2 Complaint, has been
made to induce him to submit it.
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Date | | Respondent
Reviewed by:
Mark . Mandel, Esq.
Counsel for Respondent
Schulie Roth & Zabel LLP
919 Third Avenue
New York, New York 10022
(212) 756 - 2319
Accepted by FINRA:
Otabon 14 2 ol . Signed on behalf of the
gn
Date Director of ODA, by delegated authority
/ [ R,A_J
Thomas R. Gira
Executive Vice President

Department of Market Regulation



