FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
N0, 2010022752401

Department of Market Regulation
Financial Industry Regulatory Anthority ("FINRA™)

1P, Morgan Securities LLC, Respondent
Brofor-Dealer
CREY Na, 70

Pursuant 10 FINRA Rule 9216 of FINRAs Code of Procedure, LP. Morgan Securities LLC
{3PMS™ or the “firm”™) subimits this Letter of Accepiance, Waiver and Consent {"AWC™) for the
purpose of proposing a scettiement of the atleged rule viviations deseribed below, This AWC is
submitied on the condition that. i accepted. FINRA will nor bring any future actions against the
firm alleging violations based on the same faciual findings described herein.

Al

L,
ACCEPTANCE AND CONSENTY
The firm hereby accepis and consents, without admitting or denying the findings. and
sadely for the purposes of this proceeding and any othey pracecding brought by or on
bebail of FINRA, or to which FINRA i a party. prior to a hearing and without an

adjudication of any issue of law or fact, 1o the entrv of the following findings by FINRA:

BACKGROUND

The firny became a member of FINRA in 1936, and its registration remains in effect. The
firm formerdy did business under the name LP. Morgan Securities Inc,

RELEVANT DISCIPLINARY HISTORY

On Aprit 23, 2008 FINRA accepted an AWC in which the fipm was censured and fined
$183,000. inciuding $10.000 for fhiling to execwe orders fully and promptly in viclation
of NASD Rules 2110 and 2320 {rom Apil 1, 2003 o September 30, 2003, The firm also
agreed to pay $294 in restitution plus Binerest
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SUMDMARY

This matter is the result of Review No. 20100227524 in which the staf¥ of FINRA’s
Department of Regulation conducted a best execution review of Over the Counter
Bulieiin Board secwrities transactions by the firm from huly 1, 2009 through September
30,2009 (the “review period™).

FACTS AND VIOLATIVE CONDUCT

During the review period. in 10 tansactions for or with a customer, the firm failed 1o use
reasonable difigence to ascentain the best inter-dealer market and failed to buy or sell in
suich market so that the resultant price to its customer was as fvorabie as possible under
prevailing market conditions, as refiected on Exhibit A which is altached. The conduct
deseribed in this paragraph constinnes separate and distinet viektions of FINRA Rule
2010 and NASD Rule 2320,

The firm alse consents o the imposition of the following sanctions:

A censure, a fine of $12,500, and restitution by Respondent 1o the customers
listed on Exhibit A which is attached, in the total amount of $1.3335.87, plus
iterest al the e set forth in Section 6621) of the Intemal Reveoue Code, 26
LES.CL 6621 (a2 From the date of the violative conduct unill the date this AWC
ix accepted by the National Adjudicatory Council ("NAC™L A yegistered
principal of the firm shall submit satisfactory prool of payment of the restitution.
ar of reagsonable and documented efforts undertaken 1o effect restitution. to the
COMPLIANCE ASSISTANT, LEGAL SECTION, MARKET REGULATION
DEPARTMENT, 630% KEY WEST AVENUE. ROCKVILLE, MD 20830 or in
an e-maii from a work-related account of the registered principal to
MarketResulationComp@@finra.ore. no later than 120 days after acceptance of
this AWC, If for any reason. Respondent cannot locate any customer aller
rensonable and documenied elforts within such perind, or such additionat period
agreed to by the staff, Respondent shail forward any undistribuied restitution and
interest W the appropriate escheat, wclaimed-property or sbandoned-property
fund for the state in'whicl the customer is known 1o have fast resided.

The firm agrees (o pay the monetary sanction(s) upon notice that this AWC has been
accepted and that such payment(s) are due and pavable. It has submiited an Electon of
Payment {orm showing the method by which it proposes to pay the fine imposed.



The firm specifically and volumarily waives any right to claim that it is unable o pay.

oy or at any dme hereatier, the monetary sanction(s) imposed in this matier,
The sanctions imposed herein shall be eifective on a date set by FINRA stall,
LL
WAIVER OF PROCEDURAL RIGHTS

The firm specifically and voluntarily waives the following rights granted under FINRA’s Code of
Procedure:

A, ‘Fo have 2 Complaint issued specifving the allegations against the firm:

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

. To defend against the altegations in a disciplinary hearing before a hearing paned, to have

& written record of the hearing made and 1o have a written decision issued: and

D. Teo appeal any sueh decision w the NAC apd thew to the U8, Securities and Exchange
Commission and a LLS, Courl of Appeats.

Further. the fiem specifically and velumarily waives any right to claim bias or prejudgment of the
General Counscl, the NAC, or any member of the NAC, s connection with such person’s or
body’s participation in discusstons regarding the werms and conditions of this AWC, or other
vonsideration of this AWC, including aceeplance or rejection of this AWC.

The firm further specifically and voluntarily waives any right 1o claim that a person vielated the
ex parte prohibiiions of FINRA Rule %143 or the separation of functions prohibitions of FINRA
Rute 9144, in connection with such person’s or body’s participation in discussions regarding the
rerms and conditions of this AWC, ar other consideration of this AWC, including its scceptance
or rejection,

{H.
OTHER MATTERS
The firny understands that:
A, Submission of this AWC is voluntary and will not reselve 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;



{¥ this AW is not accepied, it submission wilf not be used as evidence to prove any of
the aliegations against the [irm: and

I aceepied:
IR this AWC will become part of the firy's permanent disciplinary record and may
be considered in any future actions brought by FINRA or any other regulator

againgt the fimy

2, this AWC will be made available Gwough FINRA's public disclosure progran In
response to public inguiries about the firm’s disciplinary record;

3. FINRA may make a public announcement concerning this agreement and the
stubject matter thereof in accordance with FINRA Rule 83131 and
4, The firm may not take any action or makc or permit te be made any public

statement., including in regutatory filings or otherwise. denying, divectly or
indirectly, any finding inthis AWC or create the Impression that the AWC is
without factual basts. The firm may not ke any position in any proceeding
brought by or on behalf of FINRA. or to which FINRA is a party. that is
inconsisient with any part of this AWC. Nothing in this provision arfects the
firny s right 1o ke legal or fuciual positions in fitgation or other legal
procgedings in which FINRA is not a party,

The firm may attach a Cerrective Action Statement o this AWC that 13 a statgiment of
dempnstrable corrective steps laken to provent future miscenduct. The firm understands
that it may not deny the charges or make any statement that is inconsistent with the AWC
i this Statement, This Statement does net constituie {actual or legal findings by FINRA,
nor does it reflect the views of FINRA or its staft,

4



The undersigned, on behalf of the Flrm, centifies that a person duly awhorized 10 act on its behaif
has read and understands all of the provisions of this AWC and has been given a full opportnity
to ask questions about it: that it has agreed to the AW s provisions voluntarily; and that ne
offer, threat, inducement. or promise of any kind, other than the {erms set forth herein and the
prospect of avoiding the issuance of'a Complaing, has been made 1o induce the frm 1o submit it
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Date = 1P Morgan Seczjtritics LLC
-~ - i Y e
By:
Name:

ryme {E
Pitle: /™

Reviewed by
S
[ S
Counse! for-Respondent
Sk Galyan

Acgepied by FINRA,

12 /’) /12 Stgned on behalf of the ‘
REMY Director of ODA, by delegated autharity

T R g -

Thomas R. Gira
Exectitive Vice President
Department of Market Regulation
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