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FINANCIAL/INDUSTRY REGULATORY AUTHORITY
LETTER OFIACCEPTANCE, WAIVER AND CONSENT
NO, 20080147371~01

TO:  Department of Market Regulation
Financial Industey Regulatory Authaority (“FINRA")

RE: BNY Mellon Capital Markets, LiC, Respondent
Broker-Dealer
CRD No. 17454

Pursuant to FINRA Rule 9216 of FINRA's Code of Procedure, BNY Mellon Capital Markets,
LLC (the “firm”} submits this Iretter of Acceptance, Waiver and Cons‘cnt {"AWC") for the
purpose of proposing n settlement of the alleged rule violations de.scr:bed below. This AWC iy
submitted on the condition that if aceepted, FINRA will not bring any future actions against the
firm alleging violations based on the same factual findings described hesein.

L
ACCEPTANCE AND CONSENT

A. The firm hercby accepts and consents, without admithing or dilil‘tyit'lg the findings, and
solely for the purposes Pf this proceeding and any other proceeding brought by or on
behalf of FINRA, or ta which FINRA is a pasty, prior to & hearing ang without an

adjudication of any igsue of law or fact, to the entry of the following findings by FINRA:

BACKGROUND

‘The firm has been & member of FINRA since August 1, 1986) and its registration remains
in effect.

RELEVANT DISCIPLINARY HISTORY
The firm understands lhdl its disciplinary history may be a tactor that will be constdered

in deciding whether to acm.pt this AWC. The firm has no 1eiévnnt public disciplinary
history.
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FACTS AND VIOLATIVE CONDUCT

In Review No. 20080 147371 the staff of the Department of Market Regulation (“staff™)

conducted a review of lhc firm's compliance with MSRB rules|applicable to municipal

securities repotting and best execution during the period of April [, 2008 through June
30, 2008 (the “review pcnod”)

In connection with Reviow No, 20080147371,

1. During the review pertod the firm failed to report the correct trade date to the Real-
time Transaction Reportmg System ( RTRS™) in 228 rcports of transactions in
municipal securities. f During the réview period, the firm also improperly reported
information to the RTRS on 453 other occasions, by submitting 453 reports that
represented qub—allocatxons to Trusts managed by a money manager, rather than
reporting only the cumu]atwe block trades encompassing those bundled
sub-allocation events that represented the firm's tnnsawtmﬂs with the money

manager. The conduct deseribed in this paragraph constitutes separate and dlstmct
violations of MSRB Rule G-14.

2. In five transactions, the firm failed to purchase municipal sccurmas for itg
own account from a customer at a price that was fair and repsonab!e including
the expense mvolvcd the total dollar amount of the transaction and that the
firmn wag entitled to a profit. The transactions are identified on Exhibit A
which is attached, Thr.. conduct described in this parag'raph\constxturcs
separate and distinct wiolations of MSRB Rules G-17 and G-30.

3. Thefion's supcrviqolry sysiem did pot provide for mlpcrvisi‘on reasongbly
designed to achicve complmnce with respeet to municipal SICC‘lllltlf:S reporting.
Specifically, the ﬁrm s supervtsory system did mot include written supervisory
pracedures prowdmg for reviews for compliance with M"ERB Rule G-14 that
included a sufficient statement of the supervisory step(s) to 'be taken by the
persons) rcsponmb]e for supervision of the applicable rules, The conduct
described in this paraurdph constitutes a viotation of MSRE Rule G-27(c).

B. The firm also consents to the imposition of the following sanctions:

A censure, a $25,000 fine (copsisiing of 315,000 for the trade reporting
vialations, $5, 000 for the best execution violations, aud §5,000 for the
supervisory ﬁudmg), and an undertaking to revise thc firm’s written
supervisory pr olcedurcs with respect to the areas dcsci ibad in the paragraph
in Item I.A.3, thhm 30 business days of acccptance of this AWC by the
National Ad}udicatory Council (*NAC™, a reglstered principal of the
Respondent slmi! submit to the COMPLIANCE ASSIST ANT, LEGAL
SECTION, MARKFT REGULATION I)LPARTMEN’I 9509 KEY WEST
AVENUE, ROCKVILLE MD 20850, 2 signed, duted letter, or an e-mail
from a worl-refated account of the registered pr mc:lpal to

P
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MarketRegulationComp(@finra.orp, providing the {ollowing informsation:

(1) = reference t(li this matter; (2) a representation that the firm has revised
its written super‘wsnry procedures to address the dehcu.nc;es described in the
paragraph in Item L.A.3; and, (3) the date the revised procedures were

immplemented.

The finn agrees to pay the monetary sanction(s) upon notice that this AWC has been
accepted and that such paymeny(s) are due and payable. It has submitted an Election of
Payrent form showing the method by which it proposes to pay the fine imposed.

The firm specifically anq voluntarily waives any right to claimthat it is umable to pay,
now or at any time hereafter, the monetary sanction{s) imposed in this matter.

The sanctions imposed herein shall be effective on a dale set by FINRA staif,

1I,

. WAIVER OF PROCEDURAL RIGHTS

;

The fum specifically and voluntarily watves the following Tights granted under FINRAs Code
of Procedure:

A,

To have a Complaint issued specifying the allegations against the fivm;

To be notified of the Camplaint and have the vpportunity to answer the aliegations in
writing;
To defend against the allegations in a disciplinary hearing befare a hearing panel, to have

u written record of the hearing made and to have a written decision issued; and

To appeal any such decision to the NAC and then to the U.S. Securities and Exchange
Commission and 2 U.S! Court of Appeals.

Further, the {irm specifically and voluntarily warves 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 c,ondltmns of this AWC, or other
consideration of this AWC, including acceptance or rejection of this hwc.
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The firm 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 fl.mcuorr\s prohibitions of FINRA
Rule 9144, in connection with such person’s or body's participation in discussions regarding e
terms and conditions of this AWC ar other consideration of this AWC‘ including its acceptance
ar rejection.

III.
OTHER MATTERS

The firm understands that:

A, Submission of this AWC is voluntary and will not resolve this matter vnless and until it
has been reviewed and qcn.epted by the NAC, a Review Subcommmee of the NAC, or the
Office of Disciplinary Affairs (“ODA™), pursuant to FINRA Rule 921 6,

B il this AWC is not accepted, its submission will not be used ag cvidence to prove any of
the allegations against the finm; and

C, If accepted:

1 this AWC will become part of the firm’s pertnanent disciplinary record and may
be considered in any future actions brought by FINRA! or any other regulator
agamst the firm,

2. this AWC will be made available through FINRA’s public disclosure program in
response to pubhc ihquities dbout the fitm’s dlamphmry recid;

3. FINRA may make a public announcement conccnung this agreement and the
gubject matter thurcof in accordance with FINRA Rule §3 13; and

4. The firm may not take any action or make or permit 1o be made any public
statement, mcludmg in repulatory filings or uthcrwusc denying, directly or
indirectly, any ﬁnchg in this AWC or create the mmressmn that the AWC is
without faclual basis. The firm may not take any position in any proceeding
brought by or on behalf of FINRA, or to which HNR‘A is a party, that iy
inconsistent wﬂh any part of this AWC. Nothing in thlS provision affects the
firmi’s rigitt to take legal or factual positions in htlgauon or other legal
proceedings injwhich FINRA is not a party.
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D. The firra may attach a Corrective Action Statement to this AWC that is a statement of
demonstrable corrective steps teken to prevent future misconduet. The firm understands
that it may not deny the éhargcs or make any statement that is i"nconsiswnt with the AWC
in this Statement. This Statement does not constitute factual or, lugal findings by FINRA,
nor does it reflect the views of FINRA or its staff,
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The undersigned, on behalf of the firm, certifies that a person duly authorized to act on its behalf
has read and understands all of the provisions of this AWC and has bee‘:n given a full opporfunity
to ask questions about it; that it has agreed to the AWC’s provisions voluntanly, and that no
offer, threat, inducement, or promllse of any kind, other than the terms ’set forth herein and the

prospect of avoiding the issuance ofa Complaint, has been made to mducc the firm to submit it.

DX / 1< / /0 _
Date ' Respondent
BNY Mellon Capi[tal Markets, LLC
By: :
\j
Wame:; Cﬁfh{ ‘.'N'"UHQ\;Q r
Title: Prossdn b
Reviewed by:
Attorney Name
Counsel for Respondent
Finm Name
Address
Phone Number
Accepted by FINRA:
L/ /1 | Signed on behalf of the
Date Director of ODA by delegated authority
Ve .
Thomas R. Gira
Execotive Vi CCF President
Department of Market Regulation
6
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December 16, 2010

STATEMENT OF CORRECTIVE ACTION
f
Re:  Letter of Acceptance, Waiver and Consent (“AWC”™) STAR' No. 20080147371

This Statement is submltted by BNY Mellon Capital Markets (“BNYMCM”) 1t does not
constitute action or legal ﬁndmgs by FINRA, nor does it reflect the|views of FINRA or its staff.

BNYMCM established procedures and operational processes to address Section A, Item 1, pg.
2 of the AWC. For tmnsactlons between The Bank of New York Mellon TIT Department
(“UIT") on behalf of the Van Ka.mpen funds, UIT’s client, and BNYMCM BNYMCM reports
such transactions concurrent wuh BNYMCM’s reports of transacnons between BNYMCM and
Chapdelaine. To do sp, over the past several months, the Firm has al]ocated sufficient resources
and made the necessary modifi ¢ations. BN'YMCM reviews such transactions daily, on a same
day or next business day basis.




