FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
NO. 2006006804401

TO: Depariment of Enforcement
Financlal Industry Regulatory Authority (“FINRA")

RE: Bear Steams & Co., Inc., n.k.a. J.P. Morgan Securities, Inc., Respondent
CRD No.79

Renea Fourcade, Respondent
General Securities Representative
CRD No. 1021348

Pursuant to FINRA Rule 9216 of FINRA's Code of Procedure, Bear Steams & Co.,
Inc., n.k.a. J.P. Morgan Securities, Inc., ("Bear Steamns” or the "Firm") and Renee
Fourcede (collectively "Respondents®) submit this Letter of Acceptance, Waiver and
Consent ("AWC") for the purpose of proposing a settlement 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 Respondents alleging violations
based on the same factual findings described herein.

I‘
ACCEPTANCE AND CONSENT

A. Respondents hereby accept and consent, without admitting or denying
the findings, and solely for the purposes of this proceeding and any other proceeding
brought by or on behaif 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.:

BAC OUND

Bear Steams n/k/a J.P. Morgan Securities, Inc. (CRD No. 79) has been
a FINRA member since 1936. In or about Ociober 1, 2008, It changed its
name from Bear Steamns & Co. to J.P. Morgan Securitles, inc., after the
acquisition in or about May 2008 of The Bear Stearns Companies, Inc. by
JPMorgan Chase & Co. J.P. Morgan Securities currently is based in New
York, New York; has 221 branch offices, 6,602 registered representatives, and
provides a full range of brokerage services to its customers. It has no relavant
disciplinary history. The conduct as issue in this AWC relates to the time
period before the acquisition and namechange. Accordingly, for the sake of
clarity, the Firm shall be subsequently referred to herein as "Bear Steamns.”
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Fourcade first bacame affillated with a FINRA (f/ik/a National
Association of Sacurities Dealers or NASD) registered firm in 1981. She has
been registered as a General Securities Representative at Bear Steams from
July 1988 to the present. She has no disciplinary history.

QVERVIEW

From January 2001 through November 2003 (the "Relevant Period"), Bear
Steams violated NASD Rule 2830(k)'s prohibition against sharing portfolio trading
commissions with retall sales personnel. Fourcade, in tum, viclated NASD Rule
2110 by participating in and benefiting from the arrangement. Fourcade and her
senior partner GM (since deceased) were registered representatives at Bear Steams'
Los Angeles-branch office and the brokers of record to the retirement plan for a large
corporate cfient ("Client A™). A mutual fund company ("Fund Company™) provided all
the investment options and recordkeeping services for the retirement plan, and plan
participants could self-direct their investments. Fund Company directed
approximately $1 million in trading commissions to Bear Stearns for the benefit of
Fourcade and GM during the relevant period to supplement the brokers’ 12b-1 fees.
Bear Steams retained $544,475 of the directed brokerage commissions and
Fourcade, pursuant to her usual payout, received $241,238 (GM received an amount
equal to Fourcade). In granting Fourcade a share of the commissions, Bear Steams
violated Rules 2830(k)7XC) and 2110 and by accepting the commissions Fourcade
violated Rule 2110. Pursuant to Rule 2830(k)(7XC), brokerage commissions from
investment company portfolio transactions cannot be shared with sales personnel
Involved in the retall sale or distribution of investment company shares. In addition,
notwithstanding its awareness of the payments, Bear Steamns failed to supervise the
arrangement, the payments thereunder, or otherwise ensure compliance with NASD
directed brokerage rules. Accordingly, it also violated Rules 3010 and 2110.

FACTS AND VIOLATIVE CONDUCT'

Fourcade was pariners with GM In Bear Steams' Los Angeles offica. On
accounts they serviced jointly, Fourcade and GM split commissions 50/50. They
were brokers of record to the retirement plan of a predecessor to Client A. They
were paid 15 basis points in 12b-1 fees and received upfront commissions on new
purchases by plan participants.

In 2000, Fund Company bid for and won the mandate for a new pfan for Client
A. Fund Company provided all investment options for fund participants and
recordkeeping services for the new plan. Fourcade and GM were brokers of record
for the new plan and were again o ba compensated through upfront commissions as
well as trailing commissions based on assets under management, i.e., 12b-1 fees.

! Unless stated otherwise, the facts and violative conduct described herein relats to the Relevant
Period, 9., January 2001 through November 2003,




Initially, it was expected that Fund Company would pay 12b-1 fees equal 1o 26 basis
points. Later, Fund Company advised that 12b-1 fees would be 15 basis points (as it
had been with the prior retirement plan), but that it would direct trades to Bear
Stearns for the benefit of Fourcade and GM to make up the difference between
Fourcade's and GM's share of what they received (15 basis points) and what they
had hoped to receive (25 basis points) in 12b-1 fees.

Starting in February 2001 and continuing until November 2003, Fund
Company, which already had a trading relationship with Bear Steams, identified
specific trades that generated gver $1 million in commissions as baing for the benefit
of Fourcade and GM. Bear Steams, In tum, credited the commissions to Fourcade
and GM's grid. Pursuant to their normal payout, Fourcade and GM eamed over
$482,000 in commissions, with Fourcade receiving half, over $241,000. Bear
Steams kept over $544,000. During the course of the arrangement, Fourcade
received trade reports from Fund Company and tracked the trades and commissions
that were for her and GM's benefit.

The arrangement came to an end in November 2003, when Fund Company
suspended all of its diracted commission practices at the time that these practices
came under regulatory scrutiny.

Rule 2830(k)}(7XC)? part of NASD’s Anti-Reciprocal Rule, protects against the
potential that brokers might be subject to a conflict of interest by prohibiting a
member from granting sales personnel participation in directed commissions
generated by the sales of mutual fund shares. It provides:

ant o salesme anch manage other sale: ) 2
participation in brokerage commissions received by such member from
portfolio transactions of an investment company whose shares are sold
by such member, or from any covered account, if such commissions
are directed by, or identified with, such investment company or any
covered account” (emphasis added).

As set forth above, Bear Steams granted Fourcade and GM a participation in
brokerage commissions received from Fund Company. it specifically permitted
Fourcade and GM to receive over $241,000 each, approximately 50% of the
commissions generated by trades that Fund Company did through Bear Steams for
thelr benefit, thareby viclating Rule 2830(k}{7XC).

Fourcada has obligations and duties as an associated parson under NASD
Rulgs and Is also presumed to know and understand NASD Rules. Fourcade was

2 The version of the rule in effect al the time of the violations was identical but numbered (8)(C).
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aware of and agreed to the arrangement and also received a substantial benefit from
the arrangement, namely $241,238. Accordingly, she violated Rule 2110.

Bear Steams was required to maintain and anforce a system to supervise the
activities of its registered representatives that was reasonably designed fo achieve
compliance with applicable securities laws and regulations. Here, Bear Steamns was
unable to identify who, if anyone, approved the commission arrangement and there
was no record of the firm taking took any steps to assess whether the arrangement
complied with NASD Rules.

vio NS

From January 2001 through November 2003, Bear Steams and Fourcade
shared portfolio trading commissions received from a Fund Company. In addition,
Bear Steams failed to review or approve the arrangement to ensure compliance with
NASD Rules. Bear Steams’ conduct, as describad above, violated NASD Rules
2830(kX7)XC), 3010 and 2110, Fourcade's conduct, as described above, violated
Rule 2110.

B. Respondents also consent to the imposition of the following sanctions:
1. Bear Steams

a, Censure; and

b. A fine in tha amount of $225,000.
2. Fourcade

a. Censure; and

b. A fine in the amount of $15,000.

Respondents agree to pay the monetary sanction(s) upon notice that this
AWC has been accepted and that such payment(s) are due and payable.
Respondents have submitted Election of Payment forms showing the method by
which: each proposes to pay the fine Imposed.

Reaspondents specifically and voluntarily waive any right to claim that it/she Is
unable to pay, now or at any time hereafler, the monetary sanction(s) imposed in this
matter.

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



————— vt m e o

WAIVER OF PROCEDURAL RIGHTS

Respondents specifically and voluntarily waive the following rights granted
under FINRA's Code of Procedure:

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

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

C.  To defend against the aliegations 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, Respondents specifically and voluntarily waive any right to claim blas
or prejudgment of the General Counssl, 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 conslideration of this AWC, including
acceptance or rejection of this AWC.

Respondents further specifically and voluntarily walve 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.

1.
OTHER MATTERS

Respondents understand that:

A, Submission of this AWC is voluntary and will not resolva 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 Respondents; and



C. If accepted:

1. this AWC will bacome part of Respondents’ permanent disciplinary
record and may be considered in any future actions brought by FINRA or any other
regulator against Respondents; ‘

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

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

4, Respondents 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. Respondents 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 Respondents’ right to take legal or
factual positions in litigation or other legal proceedings in which FINRA is not a party.

D. Respondents may attach a Comrective Action Statement to this AWC
that ls a statement of demonstrable comective steps taken to prevent future
misconduct. Respondents understand that it 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.

Respondents certify that they have read and understand all of the provisions
of this AWC and have been given a full apportunity to ask questions about it; that
Respondents have 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 a Complaint, has been made to induce
Respondents to submit it.
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By:
Rener Fovrcade

Name:
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Date

31
Dot 7

Revi by: -

Harry J. Weise] Esq.

Counsel for Respondent J.P. Morgan Securities, inc.
WilmerHale

1875 Pennsylvania Avenue, NW

Washington, DC 20008

(202) 683-6993 (tel)

(202} 663-6383 (fax)

‘Qﬁ/\/ﬁ
Gary Distall, Esq.

Counsef for Respondent Renee Fourcade
Katten Muchin Rosenman LLp

575 Madison Avenue

New York, New York 10022-2585

(212) 940-6490 (tel)

(212) 940-8490 (fax)




Accepted by FINRA;

Blst 09 Signed on behalf of the Director of
Date ‘ ODA, by delegated authority

- Uy
. VP and Chief Counsal
FINRA Department of Enforcement
1801 K. Street, N.W., Suite 800
Washington, D.C. 20006
(202) 974-2917 {phone)
(202) 721-8303 (facsimile)





