FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
NO. £m903V3203 01

TO: Depattment-of Market Regulation N )
Finaneial liidustry Regulatory Athovity (*FINRA™

R BNP-Puaribas Secuities Coip.. Respandent
Broker-Dealer
CRD No. 153794

Pursuant to FINRA Rule 9216 of FINRA s Code of Procedure. BNP Paribus Sceurities Corp,
(“Respondent”™ o he “Fitm™) subiits (his Leter of Acceplaitoe, Wativer and Comsent ("AWC™)
for the purpose o proposing a settfement of the-alleged rule violations deseribed below: This
AWC s submiitted onhe condition that, if awuplu{ FINRA awill ol bring any luture actions
against the Firm alleging violations bused on the same factual findings deséribed herein:

1
ACCEPTANCE AND CONSENT
A, Rc.s;itnidunl‘h'u'c.'by accepts and consents: without admitting.or cln.nvm;_. g the: findings, anmd
- selely for the purposes of this pmnu.dm;;. and any other pracecdiing brouglit by or on

behadfaf FINRA, or fo which FINRA is a party. prior to a heasing and without un
dd]ll(]ll.:!!mn of .mv issue of Liw orihet, to 1he entry of the foliowing imdmg. by I INRA:

BACKGROUND

Tl Firi becamie'a member of FINRA in December 1984, and-its lL;._.iblldllm'l gening in
-effect. The Firm does not have a relevant disciplinary fiistory.

In Matter No, 20120313203, the Dt.pdlllmnl of Market Regulation”s {“Markel
Repukition™)Options Regulation StafT (the “Sluﬁ") condhicted u eview of the Fiem's
camplianee with the rules related o the reporting of oversthe-counicr (O (..'") upuuus
positions o the Lm;_‘c Options Positiaii Reporting (“L{)PR") system and-i review to
deterining the Firm's ¢omplinnee witli the prohibition of estublishing options pesitions in
excess of tie allowable position limits for the: period of Junuary 1, 2012 throtigh Maich
31. 2012, which was later expanded to inclide the period of January 19, 2010 through
September 30, 2014,

[n Mater Nos, 20140405565 and 20740407631, Swfteonducted 2 LOPR and position:
lhnit reparting feview of the Fimni for the period of Junuady 1. 2074 through Jurie 30,
2014, which was later expanded 1o include the period of Jamuary 1902010 through
Nuovember 14, 2014,
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T MatierNo, 207404 18838 Staff conducted o LOPR and: position- imit reporting revivw
of'the Firm for the period oCuly T, 2014 through .‘>r..pu,mlx: 30, 2014, which was later
expandedto include the peried of April 14, ..(,)1.1 l_lu_um.h_.lulv Y, 2015,

LOPR data is used c\lumwlv by self~regulatory orgaiizaiions (“SROs™ toidendity
holders ol Llr;,e options positions who miy be attempting 1o matiipulate the market or
otherwvise violate seeuritics rules:and regulations. The aceuracy. of LOPR diata is essentinl
forthe analysisof pulr..nlml violations related 1o, among other things, insider trading,
position ltm;{s exereise Timits. front-running. capping and pegging, minisnmnipulation.
and marking:the-close,

As a result of s reviews, Market Regulation determined tha during:the period Janacy
19.2010 thmugh Tuly 9..201 541 Ihc “Review Period™), the Fien failed 1o report andfor
inaceurately reporied O rC options: pus,umns. le the LOPR in .lppm\mmic.!v 4.9 million
instances.' and effeeted opening fransactions for gustomer and/or proprietary accounts:
that exceeded the position dimit in twelve different securities. Inaddition, the Firm. Guiled
to establish and maintdin adeguate supervisory procedurys, ineTiding written supu*vlsnrv
procedures. by fuiling to‘implement an aticqualt, system of follow-up and review
reasonably designed (o enswé complinnee with appl icable position:lnits und the proper
“reporting of positions to the LOPR.

FACTS AND VIOLATIVE CONDUCT

Revigw No, 20130313 (J'%

I. From lehti}' 19, 2010 through Sepieniber 10, 2014, the Firny failed 10 tepont
positions 1o the LOPR inapm oximately 4. A12,234 milfion instances, Thecondyel
deseribed in this paiagraph constitutes a vuﬁullon of FINRA Rule 2360(11)(3)

2. From March 18, 2013 lllwug Aug,usi 8, 2013, in dppl'()\lllmld\’ JUB873 instanices,
the Firm und‘.r-mpm ted positions o the LOPR avith an fncorrect mullxp!m The
conduct described in this paragraph constitutes o ¥iolation of FINRA Rule
23GIh)(5).

From Jantiary 19, 2010 through March 31, 2014, in approximately 248,760 instances:
the Firm innccurately reported ]ins‘itions to the LOPR with-“TBA™ in cerlain data
fickds. "The conduct.deseribed in this ;mmy sph wmmutus « violation of FINRA Rule
2360(b)(5).

tak
0

4. From January 19, 2010 throvgh March 18, 2013, in, 10 different options series, the
Firm inuccurately reported positions to the LOPR withan-incorreet strike price. The

L AN “astanice™ is o singli Thilure o reptt, o inziecurately report, areportable option position, The number of
fnstnees is determined i:y multiplving a given reportible: posilion by the munber of trade dates Uwe pusition was sl
reported or was reported incorrectly. When aceounts acting in-conegrl hold i the aggregate a reportille position,
each-acconnt’s position, wiivther individually above the 200 contraet theeshiold or not. most bie ceported o the OCC
ror LOPR puiposes,
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conduet deseribed in (his pgragraphiconstituies s violation of FINRA Rule
3()(1(11)(3 ).

From fanuiry 19, 2010 thivugh M.mh.n! 2014 i Tour instunees the Fiimy elfeeted
‘,upcnin;, transactions for customer aecounts it excecded the applicabli position fimit
i three different QTC npu_nna.._mng,ingii.’r‘mh approximately 120% 1o 168% over the
applicable-Timit and from 34 to 179 (rade dates in duration” The conduet deseribed in
s paragraph constitites sepaeate aird distiiiet violations of FINRA Ruie 2360{b)(3).

s

Review: Nos, 20140405565 and 20140407631

6. From January 19. 2010 through November 14,.2014. ingpproximately 8,356,301
ingtnees. the Fimy ingeeurately reported positions o the LOPR without entries in the
ux identification andior tax type daw tields, The conduet deseribed in (his panagraph
constitutes aviolation.of FINRA Rule 2360{H)}5).

7. On March 14, 2014, in two instances the FimyefTeeted opening transuctions lor
customer and p opmt.lr\' actoums that excecded the applicable position limit i an
OTC uption by upprn\mmiclv 186% fora single trade date: T'he conduct deseribed in
this patagraph-constitites-Separate and distinet violutions of FINRA Rule 2360(b)(3).

Review No. 201404 18838
8. l“'rum Ap:il l-'l "’()I“i'lhwugh July t')‘ 2’()]"3 in upmu\inmlclv r:‘) 757 in:;‘mm.ca. ihe

uudulwng, sccurllws dnd mmsm.tmns in wlmh llu.;, uusu.lassltu,d ihc counter parlics,
‘The-conduet deseribed-in tIus pavagriph constitutes o viokiion o FINRA Rule

2360(bY(3).

9. From September 30, 2014 through March 13, 2003, inapproximately 6.771 instances.
the Fimy inaccurately reported positions to'the LOPR witl thie incorreet quantity of
contracts. “Fhe conduct dwcnhucl n tlns paragraph constitates & violation pf FINRA
Rule 2368¢th)(5).

10, From April 14, 2013 through June 18, 2013, in 20 instances the Finnrelleeted
upehing transactions.for customer and proprictary accounts thin exeeeded the
applicable position limit in cight different OTC.aptions, ranging Trom approximately
105% 10 4922% ovor thie applicable imit and Trom 2 10419 tinde danes in doration.
The condvict deseribed in this paragraph constitutes separate-and distinet viokations of

FINRA Rule 23060(h)(3).
Supervision
1. During the Review Period. the Firm ailed 1o establish and maintain a supervisory

systeny fhat was reasonably desipned o achicye compliance with the applicable
seenrities faws and regulations. and FINRA Rulues, concerping position Hinits and the
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reporting ol positions o the: LOPR. In addition, the firm's. super visory-systent did not
inelude suificient wiiten supiTvisory pt,os.uhn e o enstire thes proper reportingl”
positions.to the LOPR, specitically: ¢} the identification of the person(s) :csponk:biu
for supervision with, respeet 1o thesapplicable rulds: (it).a staleiment.of the supervisory
step(s) to betaken by the identified: purson(s): (iTi) a slatemen is o hosy o fTen sueh
person(s) should fuke'such step(s)s and (iv) o statementas to how the completion of
the step(s)y included i the sritten supervisory procedures should be documented.

Thie conduct desciibied in this piragtaph constitutes.a violation o NASD Rule 3010

{for conduct priorto December 1, 2014) and FINRA Rules 20107and 3170 (for

conducton-or after December 1,.2014).

‘Other Congidenitions

- I determining 1o resobve this matter in the m-mm.r set forth hcrcm. and in
determining the mpmprmc monetary sunetion: - Markef Regulution significaniy
.considered: (i) that e Fiym. sclf-:’qm:lud all.of its LOPR violations; (i) the
significant remedial sieps undertaken by the Firm, lm.huhng. voluntarily retsinfnian

independent consaltaint to conduet a réviéw of the Firm's.LLOPR systemy’and

reporting logice, identify deficiencies and recommend remedial steps; (i) the Firm's
efforis to implement those recomméndations: and (v the dégree of cooperation by:

the Fiym during the investigation, including providing a caleulation of the numbecof

uhreponied positions, a.reportof the fidependent consultant’s analysis and
Teconumendations, mid stytos reports on implementition of thuse recomimnendutions.

1. Respondent alse consents 1o the:imposition of the i‘cﬂlti'\vEnQ sanctions:

1.

A censure,
A Tinic-of 52,400,000, and

An undertaking reguiring the Fieny to address the LOPR lepumng xi‘ul position limit
duficiencies described above to ensure that-the Firm hus nuph.mcnh:d procedures that.

ate reasonably desig gned 10 achieve compliance with4fie rules and rn.;,,ulalmns cited

hcrmn, uu.iudm,g_ the proper reporting of options. 1mns.u.1wns involving loreign
unclerlying. HLLJ.]I‘!IIC

i ihc Firnv shall submit o the COMPLIANCE ASSISTANT. LEGAL SI L TION.
MARKET REGULATION DEPARTMENT. 9509 KLY WEST AVENUE.
ROCKVILLE, MD:20850 a written report, certifivd by a senior-management Firm
exeeutive, within 180 ditys alter the date ol the issuanee of a’Notice ol
Acceptance of this AWC, providing the fellowing information:

. A relerence 10 ttis manter;

. A representation that the Firm has addressed the deficiencies deseribed

b See Principal Consideration No. 12 of ibe FINRA Sanction Guidelines sad Regubitory Notice 08.70.
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above; and

—
=i
-

. Thedaes that this »\.\_‘:\s?cc":_m’piulcd'.

bi' Betweeh 90 wiid 120 days e the sulimission ol the writien rupml 1hc Firm -sh.tI]
meel with relevant FINRA ST to provide.an update on the el feetiveness ol the
enhancements and chanyges midew its L OPR and pusition Himit wmplmnu.
pragedures as deseribed above,

e The Department of Market Re;,ulalum may. upii i ghowing off gnnd cause and in
its sole diserction. extend the time for complianee wiih lih.\c provisions.

Rupundbnl agrees (o pay:the. mumiaw sanction(sy uport notice lh.ll this AW hirs been
aceepted wndd thatsuch payment(s) is duL andl payable, 1t lias :mhnuuul ai Bleetion of
Payment torm shawing the method by whith il propuses.topay the fine imposed.

Rt.spondcm %pw!hcaI[\' ind vnhulmul\ waives ity right ta claim that it s unablew pay,
nove ot il iy time hereliter, the monetary ~.un¢,t|nn{s) imposed in ﬂﬁs mglter:

Thesanetions imlpuscd herein shall be cl'i';':t_:ﬁl:ivc on adimte set by H_NR".'__\ sl
1.
WAIVER OF PROC l' DURAL RIGHTS.

Respondent speeificilly.and volimt: m!} witives the inlluwum |1;,h|~. granted wder FINRA'
Cide of Provedurer

A "I"u--!-m-.jvc a Complint issued speeifying thc allegations against it;

B. Ta e potified of the Complaint and: havc the apportunity to answer the allegations in
wrmng‘
C. T delfend against the allegations in a disciplinary hedring before & hearing panel. to huve

aaviitien reeord of the hearing made and 10 have a sritten decision dssued: .and

1. Ta upgitzll’ aivy suich decigion to the National Adjudicatory Conngil (“NACT) and thew o
the U5, Seearities and Exchunge Commission and o U8, Court'of Appeals.

Further, Respondent specilically and voluntarily waives any right o cluim bias or prejudgment
ol the Chiet Luegal Officer, the NAC, orany muember of the NAC. in eonvicetion witly such
person’s or bady's participation in discussions regarding the terms and conditions of this AWC.
or otlwer consideration ol this AWC, including acceptance or rejection-of tiis AWC,

Respondent further specilieally and voluntarily waives any sight fo elaim that a person viokied
the ex parte prohibitions ol FINRA Rule 943 0r the Separation of Minclions pralibitivns of
FINRA Rule 9144, inconnection with such person’sor body s pasticipation in discussions
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regarding the teems and condluom of thﬁ AWL ‘or other-congiderition o this AW, mdudmg

v peceptanee of rejection,

.

OTHERMATTERS

Rfuk]’-)mltlel'ﬂ..u'ndcl‘sinnds that:

AL

Submission of this AWC isvolumary and will net reselve this nuitter unless and until i
iy e reviewed wid accepted by the NAC. o Review Subommittes-of the NAC, ot the
Office ol Disciplinaey Affairs (“ODA™, pursuant o F INRA Rule 9216:

I this AWC is not accepted. itssubmission will not be used as evidence 1o proveany of
the aflegations against the Firmgand

IT aecepied:

1. his AWC will become part of the: Firm's permanent; dlsuplmm iy record sunlanay
be considered inany future aetions branight by FINRA ofitny mhct regilator
against the Firm:

2. this AWC will be made available through FINRA' public diselosure program in
;_tc::oril;mce Avith FINRA Rule 8313;

3. FINRA may mdku rpublic: umuunwnwm concerning this ag,:u.mcm undthe
suh_;u.l inanter thereofl in necordance with FINRA Rnlc 8313:amd

The Firnmi may: ot take- amy aetion or-mike or permiit t be.made any public
statement, including i regulatory filings or otherwise, dulymg, Lfnu.tfv or
indirectly. any finding in this AWC or creale the § :mprcqsmn that the AWC is
without fuctal basis. T'lie Firm may not take any position in any proceeding
brought by-or on behalfol FINRA, or'to which FINRA isa parly, that is
-im.miqiq‘icm withaniy pari of this AWC. Nothing in this provisionaiffeels the
Firm®s: (i) testimonial obligations: or {ii) right to take legal or fietual positions in
Imgatum or other lbgdi proceedings in which F lNRA is nota party,

*=

The Fimy may attach a Corrective Action Statemient 1o this AWC that is a statement.of

demonstenble correetivessteps tiken to prevent future misconduct: The Firm understinds
that it may not deny the-¢hiarges or make any statemenl that is inconsistent-with the AWC
in this Statement. This Stateruent does not constitute Faetual o legal findings by FINRA.

noe does it reflec) the views of FINRA or its staff,
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The undersigned, on behiall of Respondent. centities that u person duly authurized 1o act on its
behall has reud and understands all of the provisions of this AWC and has been given a (ull
opporimily o osk guestions about itz that it has agreed to the AWC's provisions voluntugly: and
that no ofler, threat, inducement, or promise of any kind, other than the terms set forth herein and
the prospeet of avoiding the issuance of a Complaint, has been made 10 induce Respondent to
submit it

Respondent BNP Paribas Scenrities Corp,

Date: /5&;437 /= . Date:__9 / I‘S/ 1015
P P _
By: /é/%/"’_ By: Q_ @\_/
U [ 'r/ '{
Name: M. Andrews Yeo Nume: UA J 1 il Z_& L l{\.
Wanaging Difector '
Title: Title: [ e W E} ®1 16 A:} Y

Reviewed by:

- ww@ \Z&H &;hféa-

Whes D, Van De GraNT
hatten Muchin RosenmalYLLP
523 W, Nlonroe Strect

Chicago. 11, 60661-3693

Counsel Tor Respondent

Accepled by FINRA:

.f
A2 Vi A Signed on behalf of the
Date Iree * delegated
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