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ENFPORCEMENT

NASD

LETTER OF ACCEPTANCE, WAIVER AND CONSENT

ND. ¢10050036

TO:  Department of Enforcement

NASD

RE'  CIBC World Markets Corp.. Respondent

[BD No. £30]

Pursuant to Rule 9216 of the NASD Code of Procedure, CIBC World Markets Corp.
("CIBC") submits this Letter of Acceptance, Waiver and Consent FAWC") for the
purpose of propasing a setilement of the alleged rule violations described in Part Il
below. This AWC is submitted on the condition that, if accepted, NASD will not bring
any future actions against us alleging violations based on the same factual findings.

We undersiand that.

1.

Submission of this AWC Is voluntary and will not resolve this matter
unless and until it has been reviewed and accepted by NASD's
Department of Enforcement and National Adjudicatory Council ("NAC*)
Review Subcommittes or Office of Disciplinary Affairs (“ODA’). pursuant
to NASD Rule 9216;

if this AWC is not accepted, ils submission will not be used as evidence
to prove any of the allegations zgainst us; and

if accepted:

8.

this AWC wiil become part of our permanent disciplinary record
and may be conslderad in any future actions brought by NASD or
any other regulator against us;

this AWC will be mada availabie through NASD's public disclosure
program in response to public inquiries about our disciplinary
record;

NASD may make a public annduncement conceming this
agreement and the subject matter thereof in accordance with
NASD Rute 8310 and IM-8310-2; and

We may not take any action or make or permit ‘o be made any
public statement, including in regulatory filings or otherwise,
denying, direclly or indirectly, any allegation in this AWC or create
the impression that the AWC is without factual basis. Nothing in
this provision affects our testimonial obligations or right ta take
legal or factual positions in litigation or other legal proceedings in
which NASD is not a party.
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We aiso understand that our experience in the securties industry and gisc.ipﬁnary history
may be factors that wili be considered in deciding whethar to accept this AWC. That
experienca and history are as follows:

CiBC has been a member of NASD since March 14, 1950. During all periods
mentioned herein, CIBC was a registered broker-dealer with the United
States Securities and Exchange Commission and a member of NASD, which
registration and membership remain currently in effect. CIBC has not been
the subject of any reievant formal disciplinary actions within the last five
years.

L
WAIVER OF PROCEDURAL RIGHTS

We specifically and voluntarily waive the following rights granted under NASD's Code of
Procedure:

A To have a Formal Complaini issued specifying the allegations against us;

B. To be notified ¢of the Formal Cormplaint and have the opportunity to
answer the aillegations in wriling;

C. To defend against the allegations in a &Iscipﬂnary hearing before a
hearing panel, to have a written record of the hearing made and to have a
written decision issued; and

D To appeal any such degision to the NAC and then to the U.S, Securities
and Exchange Commission and a U.5. Court of Appeals.

Further, we specifically and voluntarily waive any right to caim bias or prejudgment of
the General Counsel, the NAC, or any member of the NAC, in connection with such
person's of body’'s participation In discussions regarding the terms and conditions of this
AWC, or other consideration of this AWC, including acceptance or rejection of this AWC.

We further specifically and voluntarlly waive any right to claim that a person violated the
ex parte prohibitions of Rule 9143 ar the separation of functions prohibitions of Rule
3144, in connection with such person's or body's participation in discussions regarding
the terms and conditions of this AWC, or other consideration of this AWC, including its
acceptance or rejection.
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i
ACCEPTANCE AND CONSENT

A. We hereby aceept and consent, without admitting or denying the allegations
or findings, and solely for the purposes of this proceeding and any other
proceeding in which NASD is a party, prior 1o a hearing and without an
adjudication of any issue of law or fact, to the entry of the following findings
by NASD:

Summary

During the period from on or about January 1, 2003, through on or about
Octobegr 31, 2004, CIBC falled {o timely report 7.56% of its municipal
securities customer transactions to the Municipal Securities Rulemaking
Board ("MSRB"),

Background

Timely and accurate reporting of municipal securities iransaction data fo the
MSRB is vital to investor protection and market integrity because it helps
ensure a level playing field for all munlcipal market participants, including
gealers, retail investors, and institutional investors. During the relevant time
period, MSRB Rule G-14 reguired all brokers dealers and municipal
securities dealers (collectively “dealers™) to report trades to MSRB by
midnight of the irade date and the MSRE published data about all reported
municipal securities transactions, including, but not limited to, price and
volume information, on the day after the trade date.’

if municipal trade data is unavailable or incorrect because trades were not
reported in a imely manner or included erronecus data, dealers angd
investors alike experience ham because they cannot obtain an accurate
picture of market activity and prices. Leie or inaccurate transaction data may
hinder a dealer's ability to price municipal securities accurately for customers
and, in turn, interferes with an investar's decision-making process *

! Since January 31, 2005, MSRB Rule G-14 requires geslers to report trades to MSRE within 15
minvtes after rade execution and MSRB publishes data shout al: reported municipal securities
transactions within minutes after trade execution.

2 Since 1994, NASD and the MSRB have tepeaied'y adw’J,ed dealers of their responsibility to
report transactions accurately. See “Enforcement Initiztive,” MSRB Reports, Vol, 14, No. 3 {June
1984) at 38; NASD Regulafory and Compliance Alert. "Introducing Firm Responsibiity When
Reporting Municipal Trades Through Service Bureaus and Clearing Firms”™ (Winier 2000); NASD
Regufatory snd Compliance Alert “Municipal Securities Transaction Reporting Compliance
Informatdon” (Spring 2061); and NASD Notice to Members 03-13."MSRB Rules G-12 and G-14,”
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Additionally, accurate and Umely mumclpa!‘trade reporting forms the pnmary
audit trail for regulators to conduct surveifiance for potentially maniputative
practices, as well as detect sales practice violations and other violations of
the federal securities laws and MSRB rules.

Pursuant to MSRE Rule G-27, sach dealer engaging in municipal securites
transactions is obligated to have a supervisary system angd procedures in
place reasonably designed (o achieve compliance with the fedsral securities
laws and MSRB Rules, including G-14. Uitimale responsibility for transaction
reporting rests with the dealer that effected the trade. Clearing firms that
submit transactions for their correspondent firms also have responsibility for

those aspects of the reporting process under their controt.®
i

Viglations by CIBG

1. During the perlod from on or about January 1, 2003, through on or about
October 31, 2004, CIBC failed to timely report 7,56% of its municipal
securities customer transactions to the MSRB.

Such acts, practices, and conduct cx)nistftute separate and distinct
violations of MSRB Rule G-14 by CIBG.

2. During the pericd from on or about January 1' 2003, through on or about
October 31, 2004, CIBC falled to monitor its trade reporting to ensure
compilance with MSRE Rule G-14, in wolatlon of MSRB Rule G-27.

Such acts, practices, and ¢onduct constxtute separate and distinct
violations of MSRB Rule G-27 by CIBC.

jointiy issued with the MSRB in March 2003 as MSRB No&lx:e 2003-7. The MSR8 nas also
mdvised dealers of their responsibility to ascertain the market value of municipa! securities they
trade so their cusiomers receive prices that are reasonably related fo the marke! value of the
secu;i‘.aes {sea MSRB Notice 2004-3; "Review of Dealer Prcmg Respcnsublﬂﬁes January 26,
2004

* Information ragarding each deaier's compliance with MSREB Rule G-14 and how it is parforming
in relation to other reporting dealers is avaflable for review through the MSRB's Cealer Feedback
Systern, which aliows dealers to seif-monitor their trade reporting!performance, including, but not
limitec to, the accuracy of Informatior reponad concarning transactions the dealer submitted
throtgh a clearing firm ar service bureau andfor transactions the deater submitled for other

dealers. ana take appropriate steps to ensure comphance with the reguirements of MSRB Rule
G-14.
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B. We also congent o the imposifion, at a maximum, of the following
sanctions:

A censure and a monetary fine in the amount of $40,000.00 to be
assessed against CIBC. ‘

The sanctions impased herain shall be effective on a'date set by NASD staff.

#f.
OTHER MATTERS

A We understand thal we may attach a Corrective Action Statement {o this
AWC that is a statement of demonstrable corredtive steps taken to
prevent future misconduct. We understand that we may neot deny the
charges or make any statement that is inconsistent with the AWC in this
Statement. This Statemsnt does not constitute factual or legal findings by
NASD, nor does it refiect tha views of NASD or its staff.

B. We agree to pay any monetary sanclions 1mposed on us upon notice that
this AWC has been accepted and that such payments are due and
payable as noted above and have attached an Election of Payment form
showing the method by which we propose to,pay any fine imposed.

C.  Wae specifically and voluntarily waive any right fo claim that we are unable
1o pay, how or at any time hereafter, any rmonetary sanclion imposed in
this matter.

We certify that we have read and understand all of the provisions of this AWC and have
baen given a full opportunity to ask gquestions about it, and that no offer, threa®,
inducement, or promise of any kind, other than the terms set forth harein, has been
made to induce us to submit it.

Fa-of CIBC World Markets Com.

Date B;: %?/ G:Vf j

Taﬂ-‘raf Thieadtt
uA\\LT La?§ fl,‘:!'\( g, L t“‘" ot
{Name and title)

?
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Reviewed by:

——,

Counsel for Respondent

Accepted by NASD:

May 13, 2005 /91».4-.,( (‘/Z‘,-J&r/L\

Date Gary A, Chodosh
Regional Counsel
Departmeant of Enforcement
|

Signed on behalf of the Director of
ODA, by delegated authority



CIBC World Markets Carp

CIBC World Markets Corp. (“CI1BC™)
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Statement of Corrective Action

This Corrective Action Statement 1s submitted by the Respondent. [t does not constitute 1actual or legal
Nindings by NASD. nor does it reflect the views of NASD. or 1is staft,

As a result of the recent amendments to MSRB Rule G-14. which became eftective an January 31, 2008,
CIBC cannot obviously implement any form of corrective action with respect to complying with the
Rule’s previous requirements. However. in the months prior w the effective date of the Rule’s new 15-
minute reporting requirement. the Firm’s Compliance Department. Operanons Depariment. and senior
management within Debt Capital Markets met on several occasions to discuss how w best implement
procedures 10 ensure comnphance with the amended Rule. Because of the considerabic change associaled
with moving from a same-day 1o a [5-minute reporting requirement, the Firm has implemented extensive
supervisory and Compliance procedures tu effectively monitor all municipal ransactuion reporung on 2
datly basis to ensure comphiance with the Rule. These procedures jnclude:

¢ Development of alternate procedures to ensure timely reporting of price and quantity information
on transactions impacted by a delay in customer sub-account information.

s Installabion of addittonal compuier equipment withm the back office 1o ensure that Operations
staft 1s made aware, on a real-time basis, of any specific municipal ransacton reporting 155ucs.

* Implementation of a daily reconciliation of CIBC s municipal transaction reporting.
accomphshed by comparing the trades that appear on the MSRB's RTRS report for CIBC with
those which appear on an intemnal repon generated trom Bloomberg, Follow.up 1s performed and
documented on any discrepancies between the two reports.

+ Formahzed monthly review of CIBC s G-14 report card. aiso retrieved trom the MSRB website.



