
FINANCIAL INDUSTRY -REGlJLATORY AUTHORI'.].'Y 
LETTER OF ACC'.Ei>TANCE, WA.IVER, AND-CONSENT 

NO. 2019063430402 

TO: Departmen_t_ of Enforcemeni 
F"inancial Industry Re�I�lator.y Authority.(FiNRA). 

RE: J.P. Motgan.'Securities LLC '(Respondent) 
Member Firm ·· 

CRDNo. 79 

Purs\ll/.nt tQ. FINRA Rule.'9216, Resp·ondertt J.P.. Mor.gan·Securiti.es LLC (JPM)'stibmits thi's 
Letter-of Acceptance, Waiver, and Consent (A WC). for ihe pqrpqse:of propo.$ing.a·settl�ment of' 
the a,ll�g�c,l rule violi,ttfons d�scribed b�l.ow; 'This A WC-is �ubmitted on the.condition that,. if 
accepted, FINRA will .not bring any future actions against Resp·ortctent alleging violations'.based 
on 1he same f��tual finq.ihgs describep in this AWC.: 

.L .. 

ACCE·PTANCE AND CONSENT 

A.- Re�pondent :accepts·'and ·co�sent:{tcdhe follow_ing findings by ,F.INRA witbo1,1t admitting 
or denying them: 

'BACKGROUNI> 

JPM has been a.FINRA m:ember-finn.since. 1936.artci is headquartered in New York.City. 
It provides investm:�nt ban:.�ing, ass�t man�ment, brokerage, securities trading, 
·advisory, an'd:other financial services. the.firm has approximately 27,500 registered 
represemati.vtfs across 5,300-bt.a.nch offices. 1 

.OVERVIEW 

Ftorn March..2014 tbro.ugh,l\1arch 201'� (the relt}vant period),.JP.M f�.'Hed
°

'to reasonably 
.supervis� .a .fonnei' registered representatiVe·(RR i). who. engaged in- unsuitable· and 
unao�orized fracliIJg .in �he accou_nt of a· senior �ust;qm�r. wbo.a!s9 Vf,as -RR 1'·:i 
grandmother- (C.u_stomer A). -)PJyl fail,ed ·to tal<.e. reasonable a'Ction to. fovestigate and 
:address· RR 'i's misconduct; de·spite the presence of red flags. 

By reas.Qn 9fthe foregoing, the:fil1ll violatedNASD Rule '3010 and-FINRA Rules-3110 
.and :20.t 0.2 

1 For m_or!l'-infQrmaticm·aboutti)e (!rm, including·prior regulatory events, vis.it BtokerCheck@)'.at 
www.finra;o�ro)!:erche.ck. 
2 FINRA Rule 3. l 10 superseded NASO Rule. 30.J O ori De.cember. -1 ;:20 L4; 'FINRA 'Rule 311 O"therefore applies 10 
JPM's.�ondµct.on Q°r ai'ter·:oe�ember t, 20,1'4 and:NASD Rule 3010 �ppli¢s-to. its conduct.befor.e Deceniber t, 20J4 .. 

_________________ .. , , .. 



FACTS AND VIOLATIVE CONDUCT 

This• tn_litter or�gfnated froin .JfM's UJ11tQ{m Termination Notfoe for- Sec1,1ritfos Industry 
Reg1strat·i.on (Fenn U5) :fi.litig, which··tertnil1ated.RR J 's registration with the firm. 

A. Ap�Jicab(e f'INRA Rules and Guidance 

F�.RA Rule :�.i lO(a). like jts predecessor;NASD, Rule 301 O( a), .requires that each 
rneniber.est_ao_lis� aile:I._ rna1nta'in-aA,Y.�tein t9 �upervise the activities ·of eac_h associ_ated .. 
pt;;rson ·tpat is· r�nabfy d�_ig?Jed to·�chi�'le· compl!ance•with applicable.securities laws 
and regulations; and with a.pplicable-FJNRA rriles. A firin'·&. ,duty:to -supervis.dts· 
registered represe.ntatives.' includes 'the responsibilit_y to t.eason·ably. investigate •'red flags" 
of potential misconduct. Violations of·FJNRA Rule .. 31 10  ·and_ NA,SD. Rule 3.0]0_. also 
violate FlNRA Rule ·20_1_ O, which-require.s .:F INR,A membe_rs, in the conduct of their 
business; to ,·'observe· high .standards.of'cornmercial honor·arid Just' a,n:ct equitable·· 
principte·s of �de;'' 

Ih ·2013,._ FfNRA i����d Regul�tory "Notice. l2�0J·cqnce.rning ·complex products,.-s_u�lt-�s 
�tcu�_tw;ei;f.no��s. 3.· the purpost tof.the notice was to pro.vide.guidance to firms about the 
supervision of complex products and address�d: tqpics inc.Iuding the approval for.:sale oaf 
complex products, post-!:tpproval review; training ofregi'stered representatives:;. 
ctmsi.deration of-a custoi:ner•s financial ·sophistication,:discussfons with the ·cust61;11er� and 
con�ideration of whether less .c<:>mpl�x or cosny prod�e.ts �ou'ld achieve the ·same 
·-objectives for th'e ·.customer. the:heitice stated ''[f]imis·:sho.uld also m<5ni�ot thcfsale of 
these _preducts in a ma_nnet' tbat is· reason.ably designed to ensure :(hat·each product is 
r�o.mm�ndeq :oril-y- io a �u�fumer wh0 :understands the essential features:ofthe product 
· and· for whom the produ-ct is .suitable?' 

B . .  JPM's Failure to Reasolia.bly' Supervise ·RR 1 

rn Maroh 20 1 4, GustornetA opened·an .at'count at JPM with hei;' grand�on·sJ RR 1 ang his 
b,rqth�r, anothe.r . .form�r J.PM registered representaUve (RR: 2). Duripg -the:relevantpeiiod.; 
RR 1. was responsible for _Customer A· s investmertt strategy- and "inade .all of the -tra(!e 
·recommendations for Customer A'·s:.�ccoont. At the time . . qfac_count op�ning, Customer A 
was 88 ye_ars old� reti�d, and·widowe.d. Cust01p.er A 'identified as .having more than teri . 
years ·of inv.estment experience, including in str:uctured products. 

During·the relevant ·period, ·the firm.failed ,to reasonably supervise RR t •s· unsuitable and 
unauthotized trading iri. Custoiner A's (tcco.:unt anq failed to. rea;,onabJy inve�igate red 
flags.4 

:i Structured no�es .c)re ·seci.lritie·s :deriveii from cir based·.on ·a sirigle.security-,. a bi.iskef of securities, an. index,. a 
comi!)odity, a d�t issu_ance, and/pr a .foreign .currency. Stim"t structured notes offer fu!Lpr.otectiofrofthe principal 
ioyested, wh_�r�s ot�ers,pff�r limit� or n�-prQtectiQn .ofthe p_ripcipal . 
4 RR l entered into. an.AWC issued on -April'7, 2021 , agreeing to a: bar from associating with any .FJNRA inem�r 
tmn 'in at1Y cap11city in'conriection with--his failure.to appeaffor·on�the-recoid testimony pursuatit'to FINRA Rule . 
. $2. 10. 

2 
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L .The Ffrm Failed to Reasonably Supervise .RR i ' s  Unsuftab[e -R�ommendation-s- of 
Structured Notes 

:aetwee� March·20J 4·and· M�y 4Ql5f the firm's written supervisory procedures (WSPs) 
required:firtn supet¥isori to re"O"iew.and, appro.v¢ ·a: :suila!:>ili_iy form. .for-�cti str.u.Ctl.ffed 
prddµct putcha:s_e tq verify that the investment :was· suit.able. The :suitability form 
identified the·prodoct being recommended, the customer'·s .total networth. and liquid. net 
worth;:.years. qf experience,. ag�, investm�l'lt amount..-percen�ge· of liquid net worth being 
invested·, and p·ercehtage"of total boldings .ht structured· products. � ·set forth Jtt th:e 
WSPs, the firin used an exc�ptfon n,port-that.generated-monthly,alerts when.struciured 
·products ex.ceeded tWo guidelines�amely. � 50% threshold for net-a_�¢ount equity and a 
15¾ threshold fora customer1sJiquid net.worth. 

' . . 

In March 2014,, Clis!0mer A 'transf�u�d appro�i�ately .$1 � 1_11illlqn in struo.fur�d .n9�(?S to 
J:PM fron:i ·her pl."'eY,lo�-�rpkerag� fam. wfrich· represent.eel approximately 1-5'% of her 
liquid net worth. After the account :was transferred to JPM,_ RR _l b_egan purchasing, 
additional" s�11.ctu_red notes: for. Customer A, 1s ·acc;0Qnt, 

· In.Jµly 2014;_ RR. l' s:_sup¢rvisor identified that t_he accqunt .had _a large position in 
structured products and decided· to c�ll Custonier·A. During-tnat call, RR I ' s  ·supervi_sor 
cortfirmed

°
:basi¢ aspects of the_ 9u�tom.er's .. investor.·profil�, ·incluqipgthat she had more 

than· 1 0  years· of_investment-e�perience; a speculathre investment·'objective, and .an 
aggressive risk -tolerance. RR"l 's supervisor., howi:=ver, did n0t explain to;the cllstomer 
Jhat her _ac�ount was �onc.entrat.ed in st[l\�ture� l).'Otes o_r a,i,certain-whether she understood 
the features and risks' of structured riotes;.Although·.firm:supervisors typically cont�cted 
'.c1fsto.m_e-r�, alorte, RR l ts_ · sup.e!'.'Visor called the ��stomer with.RR 1 : thj� telephone :call. 
was the. lasttim� Jmy -firm supervi�or spoke. -with .Customer A ·until January 201"9t. nearly 
.five years later. 

From June"2014  to-August io J 4,_ ;RR· l su�rfiitted, and firm superv.isors-re.viewed and 
-apprp_ved, suitabdity form.s that ir-1di'cated Customer A• s concentration in:. structured 
products-.ros1 ffrom 14% of-her liquid .net .worth in -June·20J4; to ,ZS_% in July 2014, to .a 
high 0(43% hi. Augqst2()l4." 'Fr.om August .2014 through April. 20 1 5, CustQmer A';5· 
.concentration in -str.uctured ·products- remaihed between 27% and 40% ofhet liqµid net 
worth. Despite·this concentr�tipii ex�eedh1g'the,fltm's .l5%_guideli_ne), the .firm did not 
.c�rtta.ctCustomer-A (o(her than the ·)iily 201-4 �all)_ or o_the:rwise discuss het 
understandinJ of-the risks.of the c·oncentrated pos'ition in ·structured.note!,: 

in May 2015,Jhe.fitm 'identified that RR i" •s-putchases concentrated CustomerA'.s: 
account in strµcture� prod\icts; but foile4 to -take reas1;mable action . . on l\lla,y 1 8, .2:0tS, RR 
l falseiy updated Custotnt:r A ;.s liquid net worth. from $°JOO million to $ 155.-mHl�o·n hi an 
attempt to avoid-further.scru.tiny of" Customer A's: -a�count. The firm mailed Customer A. 
written c_onfirmation ·of the-changes: mad.e to bet- liquid net worth. The·firm; how.ever, .did 
not call the customer� _.did not investigate the significant addition to )ler liquip net y.,o_rth, 



or eons�der. ·why .the increase ·q.ccun;ed:after the .fofrn began to qµ_estlon RR 1 about 
Customer,.A Is struotured_ product _hold1ngs. 

On _May 21 -, 20 l 5t th_e· firm .imposed ce_rtain .limitations ·on ·the purchase of structur�d 
products in Customer A �s actount a:nd a senior firm inartaget directed firm :supervisors to 
call Customer A uasap,i' meet with her in-person _in_ ioI5, and call .her-twice per year 
going forward.to discuss her invesbnent.portfolio,,and strategy. Notwithstanding the 
senior finn malla,ger'·s il'.).str1,1ctiohs� ho ·.firm .supc;:rviso_r c�Ued C-ust¢mer A until ZO l9 and 
no in.,p�rson meeting:_eyer took p.lace. ln.J une.2.01 5,, the. finn. testricted·RR .! . . from 
pµtchasin:g ack!itional strµct1,1red 11,().tes. altQgether. However, the firm did not.place RR l 
under any hei'ghtened supervision. 

Overail; from May•.2014 through May,2015� RR 1 purchased more than $..t 08 mi1lion in 
securities:. $77" mi11ioti ·of which we·re -Structured-notes, before. the firm restricte<;I note_ 
purchas�s, However, -the)inn fai_led ·fo r�asom1.bly address 1he account's tra�ing in 
structured products and the· re·sulting ·concentratiort level. By 2019, the·•structured notes in . 
Customer A's_.account.had realiz�d )Qsses·of $5.5 mi_lH.01,1. · 

2. . The Finn .Failed to· Reasonably Jnvestigate RR l '  s.Subsequeitt Unauthorized and 
.Unsuitable trading. 

In.or: ar9ut:1d: l\1ay'_20 I 4, tm. 1 created ap email addre_ss .for Customer A,'who ·at that time 
did not ·us·e emafl ·on >wn ·a, computer. Although the email address was liste�. on Customer 
.A's accm,mt.opening.µocuments and she �onseqte.l;l to the·efectrqnic delivery· of offering 
materials to the . .  subjecremail address,,het accounntatements.were initially delivered.to 
her by m�il. O.n fy.Jarph 1 3� 2017, R� I c.ha:b_g'ed the �ustomer's JP:M:account prpfil�- by 
opting Ii.er into -�Jectr◊pic d¢1iv:ery of a�olmt statements·and'.directing·-those statements:to 
the ·email address,to·which he hap ·acce�s. The rum �erit a Ietler to Customer A 
cpnfinning h_er-chaoge .in ac_cQunt prefer�nce; The finn, however, did not calf the 
·.customer: .. who was 90 yeats'.old at the·time; to confirnrthat she nov.(wanted to r¢¢e.ive ­
electrortic ·statements or to vei:ify her e,mail ad�ress. 

From J�nu�ry 201 7 thto.ugh Ma,rch·:Zo.19� RR l placed.at le_ast 100 unaµth0rized· 
transa.ctions in Cu_stomer -A 's a¢count. For example_, in December 2018, RR 1 'forged 
Custqrpet A ',s sigp.ature to facilitate-a:'$5 miUiom,mauthorized investment in a.private• 
equity fund. Accorqing to it�·private placem�nt.m.emorancium, the fund. focused-on 
· emerging and volatile technology companies. and:had,rio public.market. 

·On January 8, 20 l 9,. the firm re.teived a complaint from Customer A who alleged tha:t 
certai;n __ ti"ari$aetfo�s iri h,er .accountw�re unauthQr1zeq,_ incluqiog,the $5 .inillion ·priv.�te 
:equity fund, .invy�ent. . .t,\Jthqµgh·th,e. firm. op.ened art investi:gation, it di'tl not (estrict 
Customer A'·s accounhuitil February .8, 2019. 'On Janua.ry 28, 201_9.; a $?.82,849 wire. 
representjng. Customer· A ;,s .first. .payment toward.th� upauthoriz_ed private equity fund 
investmenf was made from her .accoii'nt. Although the firin .was aware ofCustoiner A's­
complaint, t:he -firm .dig. n9:t disc11ss .th� wi:re with ·Customer A unti J. a:fter. itwas. sent. ·Tbe 
firm subsequently caused the funds' to be returned to Customer .A several Weeks later. 



:In July 20.1 _9.1 Customer A commen_ci;:d ·@n arbiiration prqceedh:ig ·against RR 1, RR 2, and­
JPM'. On F·ebruaty 4� 202·1 ;·the arbitration panel issued an award for Customer A of 
appro-x;imately ·-s.rs·.6, million� Pursuant to ·the award, ·RR I w�s ·ordere<;l to pay $.9 mifllon, 
RR 2. was ol'dered·to·pay $602,25 1 ,_ and" :the firm. WM·or.dered -to0pa�·-a total of$9 million. 

J3y failing reasonably �Q supe.rvise RR 1-'s .actfvity in Custornet A's account, JPM violated 
NASD Rule. 3010 and FINRA Ruies -3 1 10  and 20-10: 

B. Respondent .. alscj .consents to the imposition of the. following sanction$: 

• a--$200,0.00 fine. 

Respondent ag�ees to.-pay .the monetary sanction upon notice that this AWC ·h�s -been 
accepted and :thaNiucih paymenfis-due and payable. Respondent has:subrn1tted an 
Election -of Payment form show.ii1g the· rnethqd by which it -proposes .-to pay ·the• fine 
irnpo_s(ld, 

Respondent spe_cificaily--and vol�ntarily wai:V�s any right to claiqr·an inab.ifity to pay,..-now 
or at any time· after the execU:tio:n.-of this -AW q the monetary san'ction ·illl:posed in this 
��tter; . 

The.·-san_ctioris il'l;lpo.sed·"iri. this .. AWC-s�all be· effective . .  on � .. date -set by FINRA. 

n .. 

WAIVER OF PRO.CE"DURAL RIGHTS . 

Respondent speci.fica1ly and voluntarily waives the following rights _gt:anted urtdet FINRA's 
Coqe pf Procedure; 

A. To have a ·compl�int issµ.ed specifying·the allegations against it; 

B. To be· notitied oftbe complaint arid havethe opporµ.mitytfranswer toe -allegat_ions 
in writin�; 

C. 'To defem;l.-against t_h(l allegations in a-discipliIJary- he.aring before 1:1, hearing ·panef, 
to have, a w.titte_n: record of° th� hearing·.made, . .and to have· a written decision -
issueg·;• �itd 

D. To appeal -any'such -deci_s_iort to-the National Adj.udicatory "Council (NAO) and _ 
tht?n:·to the u_;s_; Sec1.1rities and Exc.hange Com.mission and � vs. Court .of 
ApJ?eals. 



Further, Respcindent• speciti.cally and voluntarily waives any right to cla:iin bia,s or prejudgment 
ofth� Chief.Legal Office.r:, theiNA.C�, or a.ny men1ber of t_he N"AC, in conn.ec�ion-with such 
petsori� s ot.-.body's.partidpation in ·discussions teg1:1rding the. terms ·and conditions of this AWC, 
or other consid�ratiort of this AWC, includin,g:-its .acceptance or rejection. 

R�poncl¢ntfurthe specjfica�!Y ·and voluntarily. waives aµy, &igp.t _to claim·-th,at a p�rs�m violated . 
the. �x p·arte _P."to'hibitions:of F-INRA- Rule 9. l 43- o.r=th� separation of funct"ions .. prohibi ti"orts ·ef 
FINRA Rule 9144, fa ccmnection· With such person's.p.r" b�dy' _parfa;ipation . in- discussi9ris 
regard,ing_th� t�rms: ap.d_.concJition� of this A WC,-or .o.th�.r t.o�ideration.of'this. A WC,- -induding 
its. acceptance or rejections 

Respondent understands that: 

UL 

OTllER MATTERS 

A. Submission of this-A WC is ·v.oluntary and will .not:resolve this .matter unless and. 
until it has.been revlewed ·and.accepte.d by the Nf\C; a.Revi�w Subc;omini�ee -of 
the. NAC, .. or the O(ffoe ot'Disciplinai;y Ai.fairs (ODA), pursuant to FINRARrile 
92"16;. 

B. lfthis A WC .is-not accepted, its -submission w.iil not he used ·as evidence·to prove 
any of the allegations· :agairtst Respondent;_.i�nd 

C. If acce.P.ted: 

1 .  this t\WC'will become parf of Respondent's petrnanentdisciplinary 
-r.ecord and m;:1.y -be coosid�r� "in.any futur.e action brought by- FINRA <:>r 
any other regufator -against Respondent;-

2. this AWC will be .1nade available through FINRNs _public disclosure 
ptogtam in apcordanc.e w:ith FINRA Rule 83 1.3.� 

3 .  FJNRA may make a: pub He announcement ·concerning. this-agreement' and 
: its �i.J_bj¢ct m.�tfer in.aocorqaoc;e: with FINRA Rul{} .83 I J; ana 

4.. 'Respondent may -no( tak_e ._1.my actiop.oi" m$.e qr per,nit_t9 ;t,_e made any 
publlc statement, includiQg in regulatory tiling,s or-otherwise,. deny:i rl.g, 
dire:ctly·or ihdire•ctly, any firtding:io "th"is A;WC-orcreatc;. \lie. impressren 
that the. AWC is without factual"bas,s. Re·spondent may not.-take_any 
pcisiti"t>n in any proceeding brotight .bytll: mi behalf.of �JNRA., or,f6- whfoli 
F!NRA. ii; a par,ty, that is incoosistent with any -part- -0f-t_his A WC. 'Norhjng 
in· this provision affects· Respondent's right to take legai·or .faetual 
po�itions.in litigation o� ot�ei;- legal proce�_diµ.g� in w)tl�h F�RA 1s.no.t a 
p�rty. Nothmg. in t;t:u� proyisiOl'l atfe·c� Respondent' S' testimon"iaJ 
·obllgation� in .ani Litig-?tion·or other legal pro��eding�. 

:6 



D. R.espondent-.may attach a cotl'.ectiv.e: action $tatement to this·A WC-that is a: 
stateni'ent:of demoiistrable.cortective ·steps taken to prevent. future misconduct. 
R.espondent l,IDQers�ands thiit it rnay- not.deny the .. chatges or.mak�:any,statement 
that- is inconsistent with the A WC in•this statement .. Th-is statement does not 
coQs.titute: factual or. l�g1,d nndings .t,y 'FINR:A.. nor does it rdlect tlJe views of 
FJNRA .. 

7 



Tlle unµ°eJ'.Signe4, .on -��haif ofRespomlent, certifies. t,hat a persolJ duly authorized t<>",act-.on 
Resp·o·ndent"s behalf has read and understands all ofthe ·provi!;lions of this AWC and has.been 
given ,a,-tuU _opp9rtµnity to ask questions about.it; that Resporident has.agreecho the A.WC'!! 
provisions vo'luntarily; and ·that no offer, threat,. inducement or promise -of any kind, other than 
the- �erin.s. set forth_ in thjs .AWC :and 'tht;, pr.ospec� of ayo iding the issu,anc� of a 'compJ�int, ha.s· 
be1;?Jn·made·tojnduoe. Respondent•,to submit this AWC, I 

1l �  \ S - 2.0-2..2- tf.,� 
Pat�- J..P. Morlcs�SecuritiesLtc 

Respondent 

d;;?i£!1� � 
Neal E'. Sullivan, Esq. 
Counsel for Respondent 
Sidley Austin.LLP 
J.!50 I K ·street,. N. W. 
Wa,s}).ingtQn, D.C. 20'00$' 

Print Name: w. �'-� l s i'-e  .. s 

'Title.: Ct'"O,) 1' ,P,. 't-'\t)�I) S2cu.ri-�'e� 
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