
FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT

NO. 20080163822-01

TO: Department of Market Regulation
Financial Industry Regulatory Authority (i*FINRA'')

RE: Merrill Lynch, Pierce, Fenner & Smith Incorporated, Respondent

Broker-Dealer
CRD No. 7691

Pursuant to FINRA Rule 921 6 .of FINRA's Code of Procedures Merrill Lynch, Pierce, Fehner &
Smith Incorporated C'MLCO" or the"firm'? submits this Letter ofAcceptance,Waiver and

Consent ("AWC") for the purpose of proposing a settlement ofthe allegedruleviolations
described?bélow. This AWC is submitted on the:condition that, ifaccepted, FINRA will not
bringany future.actions against the finn.alleging violations based on the same factual findings
described herein.

L

ACCEPTANCE AND CONSENT

A. The finn hereby accepts and co?sents, without admitting or denying the?findings, and

solely for the purposes of this proceeding and any other proceeding brought by or on
beh?fpfFINRA, or to which FINRA is aparty, pnorto a hearing andwithout an
adjudicati6n ofany issue of law or fact, to the entry ofthe following findings by FINRA:

BACKGROUND.

The firm became amemberofFINRA in 1937, and its registrationremains in effect. The
finn.has no relevant discipHnaryhistory.

SUMMARY

This matter is the result ofareview conducted by staff of.the Trade Reporting and

Compliance Engine ('TRACE'') Team of the Department ofMarket Regulation.of the
firm's compliance with TRACE reporting requirements during theperiod of July 1,2007

thiough Septeniber 30,2007 (the**reView period").
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FACTS AND MOLATIVE CONDUCT

During the review period, the firm failed to report to TRACE 254 transactions in
TRACE-eligible securities that it was requited to repor4 and the finn failed to report to
TRACE the correct contra-party's identifier for 174 transactions in TRACE-eligible
securities. These 428 transactions constituted 2.45% ofthe transactions in TRACE-
eligible securities that?the film was required to report to TRACE.during the review
period. The. conduct described in this.paragraph  constitutes separate anddistinct
violations ofNASD Rules 6230(b) and 6230(c)(6).

B- The finn alsoconsents to the.imposition of the following sanctions:

A censureand a fine of$12,500.

The,firm agrees t6 paythé monetary sanction(s) upon notice that this AWC has been
accepted and that suchpayment(s) are due.and payable. Ithas submitted an.Election of
Payment form showing the method by which it proposes to pay the fine imposed.

The finn specifically and voluntarily waives any right to claim that it is unable. 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 date set by FINRA staff.

IL

WAIVER OF PROCEDURAL RIGHTS

The firm specifically and voluntarily waivesthe.following  rights granted under FINRA's Cbde of
Procedure:

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

B. To be notified ofthe Complaint and have the opportunity to answer the,allegations in
Writing;

C. To defend against the allegations in a disciplinary hearinfg before a hearing panel, to have
awritten.record ofthe hearing made and to have awritten decision issued; and

D. To appeal any such decision to the National Adjudicatory Council (?'NAC") and then to
the U.S. Securities and Exchange .Cominission and a U.S. Court ofAppeals.
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Further, the firm specifically and'voluntarily waives any right to claim bias orprejudgment ofthe
General Counsel, the NAC, or anymember oftheNAC, in connection with such person's or
body's participation in discussions regarding the terms and conditions ofthis AWC, or other
consideration ofthis AWC, including acceptance or r¢jcction ofthis AWC.

The firm further specifically and vqluntarily waives any right to claim thata 
person violated the

ex parte prohibitions of FINRA Rule 9143 or the separation of fiinctions prohibitions of FINRA
Rule 9144, in connection with such person's or body's parti¢ipation in.discussions regarding the
terms and conditions ofthis AWC, or other consideration ofthis AWC, including its acceptance

or rejection.

III.

OTHERMATTERS

The firm understands that:

A. Submission ofthis,AWC is voluntary and Will not resolve thismatter unless ahd until it
has been reyiewed and accepted by the NAq, a Review Subcommittee of the NAC, or the
Office of Disciplinary Affairs (?ODA"), pursuant to FINRA Rule 921.6;

B. Ifthis AWC is not accepted, its submissionw.ill not be. used as evidence to prove anyof
the allegations against the firm; and

C. Ifaccépted:

1. this.AWC wi?i become part of the firm's.permanent discip?inaryrecord  and may
beconsidered in any future actionsbrought by FINRA or any other regulator
against the firm;

2. this AWC will be made available through FINRA's public disclosure program in
response to public inquiries about the firm's disciplinary record?

3. FINRAmaymakeapublic arlnouncementconcemingthis agreement: and the
subject matter thereofin accordance with F?NRA Rule 8313; and
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4. The firm maynot take any action or make or pennit 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. The firm may not take any position in any proceeding

brought by or on behalf of FINRA, or to Which FINRA is aparty, that is
inconsistent with any part ofthis AWC. Nothing in this provision affects the

firm's right to take legal or factual positions in litigation or other legal
proceedings in which FINRA is not a party.

D. The film may attach.aCorrective Action Statementto.this AWC that is a statement of
demonstrable corrective steps taken to prevent future misconduct, The firm understands

that it may notdeny the charges or make any statement that is inconsistent with the AWC
in this Statement. This.Statement:does not constjtute factual or legal findings by FINRA,

nor does it reflect the views of FINR.A 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 been given afull opportunity

to ask questions about it; that it has agreed to the AWC's provisions voluntarily; and that no
offer, threat, inducement, or promise of any ldnd, other than the terms set forth herein and the

prospect ofavoiding the issuance 9fa Complaint, has been made to induce thefinn to submit it.

F?MKR7?2011
Respondent

Date Merrill Lynpl't Pierce, Fenner.& Smith Incorporated
/-Y,\ \BY.2-.15?257,,

Name: 
,KRVJHFINVRJZN

Title: MB

Reviewed by:

-Counsel for Respondent

Accepted by FINRA:

1/25/12 Signed on behalfofthe
Date Director of ODA, by delegated authority

TLA.4<.
Thomas R. Gira
Executive Vice President
Department ofMarket Regulati6n
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