
FINANCIAL, INDUSTRY REGULATORY AUTHOR?TY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT

NA 20130358247- 01

1 0: Department of Market Regulation
Financial Industry Regulatory Authority (?FINRA-)

RE: J.P. Morgan Securities 1.I.C. Respondent

Broker-Dealer
CRD No. 79

Pursuant to i:!NRA Rule 9216 of FINRA's Code of Procedure, J.P. Morgan Securities LLC
(-JPMS ' or thc -firm') subinits this I.utter ofAcceptancc, Waivcr and Consent ("AWC-) for the

purpose of proposing a settlement ofthe alleged rule violations described below. -!his AWC is

submitted on the condition that, ifacccpted. FINRA wi!l nm bring any future actions against the

firm alleging viola?ions based on the same factual fi ndings descri bed herein.

1.

ACCEPTANCE AND CONSENT

A. The firm hereby accepts and conscnts. without admitting or denying the findings. and

solely for the purposes ofthis procccding and an? othcr proc ecding brought by or on
beha?fof FINRA, or to which l:INRA is a party. prior to a hearing and without an
adjudication ofany issue of law or fac?. to ?hc entry o! the following findings by F?NRA:

BACKGROJND

? he firm becamc a member of F?NRA in 1936. and its registration remains in effect.

RELEVANT DTSCIPLINARY HISTORY

On November 28,2012, FlNRA accepted an A WC in which the firm was censured and

fincd $35,000 for OA I'S rcporting violations of F?NRA R?e 7450 in three separate
reviews: July 1,20{)9 to Septernbcr 30,2009: April 1.20 10 through June 30,2010: and

October 1.201010 December 31. 2010.

On Octobcr 19.2012. F?NRA acc?pted an AWC in which the firm was censured and

fined $20,000, including a fine of$5,000 for vio?arions of SEC Rule I Ob-10 from March
15-16.2011.
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On May 9,2012, FINRA accepted an AWC in which the firm was censured and fined
$5,000 for violations ofSEC Rule IOb-10 from March 24-25,2010.

On June 24,201 L FINRA accepted an AWC in which the firm was ccnsured and fined
$147,500. in?udinga fine of $55,000 for OArS reporting violations in five separate
reyiews: October ?,2006 through December 3 ? 2006 (NASD Rule 6955); May 1, 2007
through August 31.2007 (NASD Rule 6955); April ?,2008 through Jun? 30,2008
(NASD Rule 6955); February 14,2007 through October 18,2007 (NASD Rule 6955);
and April 21,2009 to April 22,2009 (F!NRA Rule 7450).

SUMMARY

lhis matter is the result ofthe Department ofMarket Regulation's 2013 l'rading and

Market Making Surveillance ("rMMS") Examination ofthe firm. The on-site portion of
the examination took place on September 9-12,2013, during which time TMMS
rcvicwed activity on trade datc Junc 20,2013 (thc '?review period' ). Attached as Exhibit
1 is a list ofthe items the TMMS staf?mviewed during ?hc on-site examination for the
revicw period. As a resuit of their review, TMMS Stafrfound violations related to 0ATS
reporting, customer confirmations. and supervision ofOA1S reporting.

FACTS AND VIOLATIVE CONDUCT

1. During the review period, the firm transmitted to OA? S 26 rcports that contained
inaccurate. incomplete. or improperly formatted data. Specifically, the reports contained
inaccurate execution c.odes and incomplete and inaccurate execution reports. The firm
also failed to transmit 12 Reportable Order Events to OA'I'S, '?'he conduct described in
this paragraph constitutes separatc and distinct violations ofFINRA Rule 7450.

2. During thc review period, the firm failed on 6 occasions to providc written notification
disclosing to its customer its correct capacity in thc transaction. The conduct described in
this paragraph constitutes separate and distinct violations of SEC Rule l Ob-10.

3. During the review period, the firm's supervisory system did not proyide for supervision
reasonably designed to achieve compliance ??ith respect to the applicable securities laws
and r?gulations, and the Rules ofFINRA. At a minimum, adequate written supervisory
procedures addressing quality ofmarkets topics should dcscribe thc following:

(a) specific identification of The individual(s) responsible for supervision;
(b) the supervisory steps and reviews to be taken by the appropriate supervisor;
(c) the frequency ofsuch rcvicws; and

(d) how sueh reviews shall be documented.
The firm's wri?en supervisory procedures failed to provide for one or more of the four
abovc-cited minimum requirements for adequate written supen,isory procedures, in the
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followingsubject areas: OATS reporting Ib]. The conduct described in this paragmph

constitutes violations ofNASD Rule 3010 and FINRA Rule 2010.

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

A censure, a fine of$47,500 ($27.500 for the violations ofFiNRA Rule 7450;
$7.500 for the violations of SEC Rule ? Ob-1 0: and $ 12,500 for the supervisory
violations), and ?n undertaking to revise the firm's written supervisory procedures

with respect to the area described in paragraph 1.A.3. Within 30 business days of
acceptance of this AWC by the National Adjudicatory Council C?NAC-),a
registered principal of the Respondcnt shall submit to the COMPLIANCE
ASSISTANT, LEGAL SECTION, MARKET REGULATION DEPARTMEN?
9509 KEY WES ? AVENUE, ROCKVILLE. MD 20850. a signed, dated letter. or
an e-mail from a work-related account ot the registered principal to
MarketReeuintionComn(?finra.or?, providing the following information: (1) a
reference to this matter; (2) a representation that the ilrm has revised its Written
supervisory proc'edures to address the deficiencies described in paragraph ?.A.3;

and (3) the datc the revised procedures were implcmcnted.

7he firm agrees to pay the monetary sanction(s) upon notice that this AWC has been

accepted and that such paymérit(s) are due and payable. It has submitted an l?iection of
Payment form showing the method by which it proposes 10 pay the fine imposed.

The firm specifically and voluntarily waives any right 10 claim that it is unable to pay,

now or at any time hereafter, the monetary sanction(s) imposed in this Matler.

T'he sanctions imposed herein shall be effective on a date set by FINRA staff.

/I.

WAIVER OF PROCEDURAL RIGHTS

The firm specifically and voluntarily waives the following rights granted under F?NRA's Code of
Procedure:

A. To have a Complaint issued specifyinglhe allegations against zhc. finn:

B. To be notified ofthe Complaint and have the opportunity ?o answer the allegations in
writing;

C. ? o defend against the allegations in a disciplinary hcaring before a hearing panel, to have

a written record ofthc hearing made and to have a written decision issued; and
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D. To appeal any such decision to thc NAC and ?hen ?o the U.S. Securities and Exchange
Commission and a U.S. Court of Appeals.

Further.the firm specifically and voluntarily waives any right?o claim bias or pmjudgmeni ofthe
General Counsel, the NAC, orany membcrofthe NAC, in connection with s?ich person s or
body's participation in discussions rcgarding thc tcrms and conditions ofthis AWC, or other
consideration of?his AWC, including acceptance. or rejection of this AWC.

rhe firm furtherspecifica!Iy  and voluntarily waives any right to claim tl?at a person violated the

ex parte prohibitions of F?NRA Rule 9143 or the separation offunctions prohibitions ofFINRA
Rule 9144. in connection with such person's or body's partieipation in discussions regarding the

terms and conditions ofthis AWC, or other consideration ofthis AWC, including its acceptance

or rejection.

Ill.

OTHER MATTERS

1 he firm understands thar.

A. Submission ofthis AWC is voluntary and will not rcsolvc this matter unless and until it
has been reviewed and accepted by lhc NAC, a Review Subcommittee oftbe NAC, or thc
Office of Disciplinary At?airs ('?ODA '), pursuam to F?NRA Rulé 9216;

B, lfthis AWC is not accepted. i?s submission will not be used as evidence to prove any of
the allegations against the firm; and

C. lfaccepted:

i. this AWC will become part ofthe firm's permanent disciplinary record and may
be considered in any future actions brought by FlNRA or any oTher regulator
against thc tirm:

2. this AWC will be made available through FINRA's public disclosure program in
accordance with FINRA Rule 83 ?3:

3. FiNRA may make a public announcement. concerning this agreement and the
subject matter thcreofin accordance with FINKA Rule 8313; and
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4. The firm may not takc any action or make or permi? to bc made any public
statement, including in regulatory filings or otherwise, denying. directly or
indirectly, any finding in this AWC or create thc impression that the AWC is

without factual basis. rhe firm may not take any p??tion in any proceeding
brought by or on behalf of FINRA. or to which F?\IRA is a party, that is
inconsi?tent with.any part of this AWC. Nothing in this provision affects the

firm's: (i) testimonial obligations; or (H) right to take legal or factual positions in
litigation or other legal proceedings in which FINRA is not a party.

D. The firm may attach a Correctivc Action Statement to this AWC that is a statement of
demonstrable corrective steps taken to prcvent future misconduct. The firm understands
?ha? it may not deny the charges or makc any statementlhat is inconsistent with the AWC
in this Statement. This Statement does not constitute factual or legal findings by FiNRA,
nor docs it reflect the views of FINRA or its staff.
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The undersigned. on behalf of the Firm, certifies thai a person duly authorized ?0 act on its behalf
has rcad and understands all of the provisions of this AWC and has been given a full opportunity

to ask questions abou? it; that it has agrred to thc AWC's provisions voluntarily; and that no
offer. threat. i nducement. or promise of any ki nd, other than ? he terms set f?rth herein alid the

prospect of avoiding the issrmncc ofa Complaint, has been made to induce the firm ?0 submit ?.

-I.D'NnH+.n-:15f-,, Rcspondeni

Date J.P. Morgan Securities 1.I.C

-Z C, 
V...BYVG-,, SL- 

? ,..-
IIName:?749''?C/.v< P,/C?C-?<

Title: JF?SCDL 5 iePEL
Revicwed by:

IET#I.MQ?GR.6?7
Counsel for Rcspbndent ?

Accepted by F?NRA:

SDY 
ZJ, zj/J- Signed on bchalfofthe

Date Director ofODA, by delegated aurhorit>

.-RJais?J. iJ. 

K.4

-- Kin=Jamcs J. Nixon
Chiefl.itigation Counsel, I.egal Section
Department ot' Market Regulation
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Exhibit No. 1

2013 Market Regulation Examination Samples
JP Morgan Securities, LLC ("JPMS") Ex?m No. 20130358247

Sample Source/Period*: June 20,2013

Sampte
Sumnie Descripti,in

SkE

436 Sales reviewed for compliance with SEC Rule 200(g) long/short sale recording requirements

115 Short Sales Nviewed f?r compliance with SEC Rule 203(b) security location requirements

137 Seli trades ??ported to a TRF or O'l CRF for compliance with sale indicator requirements, FiNRA Rules 6182 or
6624

58 Sell orders entered into Nasdaq Exchange exectition system for c(,mpliance with Nasdaq Rule 4755(a)(1)(A)
long/short reporting requir?m?nts

63 Buy and Sell orders entered into Nasdaq Exchange execution system for compliance with Nasdaq Rule 4611

capacity reporting requirements

34 Sell orders entered into Nasdaq OMX BX execution sysrcm for compliance with Nasdaq OMX BX Rule 4755
Iong/shon reporting requircmcnts

55 Sell orders entered into DireetEdgc Exchangeexecu?ion  systems for compliance with EDGA/EDGX Rule i 1.?5

long?hon reporting requirements

55 Buy and Sell orders cntered into Directlid:e Exchange execution systems for compliance with EDG?/EDGXRule
t l.22 capacity reporting requirements

40 Sell orders enwred into NYSE.Arca execution system for compliance with NYSE-Arca Equities Rule 7.16

long/short reporting rcquiremems

47 Buy and Sell orders entcred into NYSE-Arca execution system for compliance with NYSE Arca Equities Rule 733
capacity rcporting requirements

10 Orders for compliance with best execution requirements of FINRA Rule 5310:

0 Orders from the Ordcr Protection Review

0 Ordcr executed with a .PRP (Prior Reference Price) trade modifier
10 Customer orders in OTC equity securities

10 Open 1.imil orders to buy and/or opcn Stop orders to sell securities that traded ex-dividend for compliance with
FINFLA Rule 5330

28 Non-tapc reports to a TRF or OTCRF for compliance with the Related Market Center Indicator requirements of
FINRA Rules 7230A and 7330

86 Orders in securities req?iired ro be submitted to OA S for compliancc with FINRA Rules 7440 and 7450
requiremcnts

64 Customer confirmations prepared and maintained in connection with sclect samplcs for compliance with SEC Rule
10b.10

40 Orders for NMS securities in which the Firm acts as a market center for compliance with SEC Rule 605 order
classification requirements
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Exhibit No. 1

2013 Market Regulation Examination Samples

JP Morgan Securities, LLC ("JPMS") Exam No. 20130358247
Sample.Source/Period*: June 20, 2013

S?i,?p/e
Sai,pte De.seri?)?ion

Ei.e
4 Data sets pabl ished for May 2013 monthly order execution report for compliance with SEC Rule 605 requirement to

publish accurate data (a 'data seiencompasses all required siatistical data for single security and order type/size

category as described in SEC Rulc 605)

13 CRD registration records for pcrsons conducting and/or supcrvising I:irm's trading and/ormarket making ???iVities

for compliance with NASD Rule Series 1020-1040: Nasdaq Rule Series 1020-1040, Nasdaq OMX BX Rule Series

1020-1040; Nasdaq OMX PHLX Rule Scrics 600-604: EDGA/EDGX Rules 2.3,2.5 and ? 1.4 and NYSE-Arca
Rulcs 2.4, 6.18 and 7.21

10 Customer orders in OTC equity securitics lbr compliance with FINRA Rule 5310, Supplcmentaiy Material .06:
Securities with Limited Quotation or Pricing information

10 Disclosures to customers relating to tradi,ig in tlic Extended l tours session for compliance with FINRA Rule 2265

10653 Records prepared and maintained in connection with the aboyc samplcs for compliance with SEC Rules 17?-3 and

17a-4

354 1'radcs reported to a TRF or 0'ICRF for compliance with FINRA Rules 6380A and 7230A or 6622 and 7330

A 11 Member's "Regular & Rigorous" review proecdures regarding ordcr cxecution qi,ality for ¢ompliance w?i ??NRA
Provided Rule 3310 and NASD Rute 3010

All Membe/s superv?soiy and operational policies and procedures and documenm?ion evidencing execution ofthe
Provided poticies and procedures for compliance with S??C Regulation NMS Rule 6? 1

AH Membefs supervisory system, written super?isog procedtims ("WSPs") and documenn,tion evidencing execution of
Provided the WSPs ?or comp?iancc with NASD Ru!e 30?0, Nasdaq Rule 301 0, Nasdaq OMX BX Rule 30?0, Nasdaq OMX

P?iLX Rule 748, EDGA Rule 5.1, EDGX Rule 5.1 or NYSE.Area Rule 6.18 requirements

4 Trading Hal?s declared during the on-site portion ofthe examination for which FrNRA Staff observed the operation
orthe ATS.
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