
FINANCIAL INDIJSrRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVERAND CONSENT

No. 2006004615601?'

TO: Department of Market Regulation
Financial Industry Regnlabory Authority ?INRA")

RE: L?vaflow, Inc., Respondmt
(f/k/a/ Ontmde, Inc.)
Broker-Dealer
CRD No. 120444

Pursuant to NASD Rule 9216 of the FINRA Code of Pm?ure, Lavaflow, Inc. (Dk/a/ Ontrade,

Inc.) (the '*fi?m") submits this Letter of Acceptance, Waiver and Consent (?AWC") for the

purpose ofproposing a set?ement ofthe alleged rule violations described below. This AWC is
sobmitted on the /tion that, if accepted, FINRA. will not bring any fu?ue actions against thc
firm alleging violations based on the same factual finrings desc?ibed herein.

L

ACCEPTANCE AND CONSENT

A. The firm hereby accepts and consents, without admitting or denying the finding?, and

solely for the purposes ofthis proceeding and any other proceeding brought by or on
behalf of FINRA? or k? which FINRA is a party, prior to a hearing and without a?
adjudication ofany issue of law or fact, to the entry ofthe following findings by FINRA:

BACKGROUND

The finn has been a member of FINRA (formerly NASD) since November 13,2002, and

its registmtion remains in effect.

RELEVANT PRIOR DISCIPLINARY ?[STORY

The fi?mhas no prior relevant disciplinary history.
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FACTS ANDVIOLATTVECONDI?CT

la Matter No. 20060046156, the staffofthe Market Regulation Department reviewed the
firm's complian?e with the NASD rules apphcable to OATS reporting during the period
October 1,2005 through December 31,2005 (the?review period").

1. Du?ng the review period, the linn reported to OATS 268 Route or Combined
Order/RDute Reports that the OATS system was zlnable k? link to the mlated order
routed to SuperMontage due to inaccurate, incomplete or improperly formatted
data? These umnatched Route Reports represented 8220 percent ofall match-
eligible Route or Combined Order/Route Reports (326) submittexl by the film to
OATSdlir?86me.w#oamoa?daadeaneainthismm#
constitutes separate and distinct violations ofNASD Rule 6955(a).

2* The firm'ssupervi??rysystem  did notprovide forsupervisionreasonably
desi??ed to achieve oompli?ce with respect to the applicable sectnities
lawa and regulations, imd the Rules ofNASD, oonoerning OATS.
Specifically, the firm's supervisory syst?in did not include written
supervisory procedures providing for a comprehensive review ofthe
OATS website and incorporating such steps necessary to reasonably
e?suie that the firm's OATS submissions were timely, a?u?ate and
complete. The conduct described in this p?a?raph ?onstitutes violations
ofNASD Conduct Rules 2110 and 3010.

B. The firm alao consents to the imposition of the fbllowing sanctions:

A censt?? mlda fine of $10,000 (con*i?ting ofafne of$5,000 fbr the
OATS violations, and $5,000 fbr the supervisory violations). In
addition, within 30 business days of acceptance ofthis AWC bythe
National Adjudicatory Council ('?ACD, a registered principal ofthe
firm shall submit to the COMPLIANCE ASSISTANT, LEGAL
SECTION, MARKET REGULATION DEPARTMENT,  9509
KEY WEST AVENUE,ROCKV[LLE, MD 20850, a sigied? dated

letter, pmviding the following infbrmation: (1) a reference ?o this
matter Q) a repres.entation that the firm has mvised its written
supervisory proced?es to address the deficiencies described in
para?aph IA2; and (3) the date the revised proced?tres were
implemented.

The iirm agrees to pay the mo?t??y sanction(s) upon notics that this AWC has been

aoceptedend that such payment(s) are due and payable. It has submitted m Election of
Payment form showing the method by which it proposes to pay the fine imposed.
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The ?rm specifically and voluntarilywaivcs  aiiy right to claim that it is imable to pay,
now orat any time hereafter, the monetary sanction(s) imposed in this matter.

The 84nctions imposed hemin shaI1 be effective on adate setby FINRA staff.

IL

WAIVER OF PROCEDURAL RIGH?I?

The fmn 
spebifically and voluntarily waives the following rights ?ntedl under FINRA's Code of

Procedure:

A. To have a Fomial Complaint issued specif?mg the allegations against the firm;

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

C. To defend agaimt the allegations in a disciphnary hearing before 
a hearing panel,

to have a written reoord ofthe hearing made and to have a writbm decision iss?ed;

and

D. ro appa?? myso?c? ?ms?o? ?? ?? Na??iw'Adpm??W?C???Cil? ( NAC7 ?dt
thento theU.S. Secmities and Exchange "--?-?-n and a U.S. Court of
Appeals.

Pmthcr, the ?nn specifically and voluntarily waives any right to claim bias or prejudgment of the
General Conr?sel, the NAC, or any member of?he NAC, in connection with such parson's or
body" s partic?pation in discussions regarding the terms and conditions ofthis AWC, or other
consideration ofthis AWC, inchKhng acceptance or rejection.of mis AWC

The firm fn?er specifically and vohintarily waives any right to claim that a person violated the
ex Parte Prohibitions ofNASD Rule 9143 or the separation offimctions prohibitions ofNASD
Rule 9144, in connection with such person's or body's participation in discuasions re??ing the
terms and COhditions ofthis AWC, or other consideration ofthis AWC, including ? acoept?ee
or rejection.
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m

OTHER MATTERS

The firm understands that.

A. Submission ofthis AWC is vohmtary aid will not resolve this matter unless and

until it has been reviewed and acoepted by the NAC, a Review Subcommittee of
the NAC, or the OEfioe ofDisciplinary AfTairs (?ODAD, pursuant to NASD Rule
9216;

B. Ifthis AWC is not accepted, il3 submission will not be used as evidence to prove
any ofthe allegations against the firm; and

C. If accepted:

1. this AWC wi11 browne part of the finn's permanent disciplinary reoord
and may be considered in any future actions brought by FINRA or any
other re?tlator against the firm;

2. this AWC win be made available ti?ough FINRA's public disdosure

program m response to pubhc inquiries about the firm's disciplinary
reoord;

3. FINRA may make a public announcement concerning this agreement and

the subject matter thereofin accordance with NASD Rule 8310 and IM-
8310-3; and

4. The Erm may not take any action or make orpan?t to bemade anypublic
statement, including in regulatory filings or otherwise, denyin& directly or
indirectly, any ?ding in this AWC Or create the im?ession that the AWC
is without factual basis. The firm may not take any position in any
proceeding bmught byoron behalf of FrNRA? or to which FINRA is a
party, that is inc?msistent with any part ofthis AWC. Nothing in this

provision affects the firm's right to take legal or factual positions in
liti?tion or other legal proceedings in which FINRA is not a party.

D. The Erm may attach a Corrective Action Statement to this AWC that is a
statement ofdemonstrable corrective steps taken to prevent future misoonduct.

The firm understands that it may not deny the charges or make any statement that

is moonsist?nt with the AWC m this Sta?ement This Stabement does not
constitute factual or legal finrlings by FINRA, nor does it reflect the views of
FINRA or its staff.
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