NASD
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
NO. CBA050034

TO: Department of Enforcement
NASD

Re:  Fifth Third Securities, Inc. (“Fifth Third™)
(CRD No. 628)

Pursuant to Rule 9216 of NASD Code of Procedure, Fifth Third Secunties, Inc.
(“Respondent” or “Fifth Third”’) submits this Letter of Acceptance, Waiver and Consent
(“AWC”) for the purpose of proposing a settlement of the alleged rule violations
described in Part II below. This AWC is submitted on the condition that, if accepted,
NASD will not bring any future actions against Respondent alleging violations based on
the same factual findings.

Respondent understands that:

I. 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
Subcommittee or Office of Disciplinary Affairs (“ODA”), pursuant to NASD
Rule 9216;

2. If this AWC 1s not accepted, its submission will not be used as evidence 1o
prove any of the allegations against Respondent; and,

3. If accepted:

a.  this AWC will become part of Respondent’s permanent disciplinary
record and may be considered in any future actions brought by NASD or
any other regulator against Respondent;

b. this AWC will be available through NASD’s public disclosure program in
response to public inquiries about Respondent’s disciplinary record,

c¢. NASD may make a public announcement conceming this agreement and
the subject matter thereof in accordance with NASD Rules 8310 and IM-
8310-2; and,

d. Respondent may not take any action or make or permit to be made any
public statement, mcluding in regulatory filings or otherwise, denying,
directly or indirectly, any allegations in this AWC or create the impression
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that the AWC is without factual basjs. Nothing in this provision affects
Respondent’s testimonisl obligations ot right to take legal or factual
positions in litigation or other legal proceedings in which NASD isnot
parny.

Respondent also understands that Fifth Third’s experience in the securities industry and
disciplinary history may be facrors that will be considered in deciding whether to accept
this AWC. That experience and history arc as follows:

* Fifth Third becams registered as a broker-dealer.on September 11, 1939 and its
registration as a broker-dealer and membership with NASD remain in effect. Fifth Third
has condueted and condnots a general securities business and is an underwriter for
municipal bonds. Within the last five years, Fifth Third*a disciplinary history includes:

an AWC that was issued on February 26, 2002 for Continuing Education Regulatory
Blement, with a fine of $15,000;

an AWC that was issued on November 17, 2003 for violations of MSRB Rules G14
and (G27 for failing 1o teport the comrect ime of execution to MSRB in transactions
for which the firmn bad recording and reperting obligations, with a fine of §20,000;
and

8 cease angd desist order and fine by the Securities and Exchange Commission, for 14
political contributions during 1997 through 2001, made by officers of two banks
affiliated with Fifth Third, to candidates for eleetive offices responsible for, or having
the authority to appoint persons who were responsible for hiring brokers, dealers or
municipal secunities dealers for municipal securities business by certain units of state
and local government in the State of Ohio (*the Issuers™). Each of these contributions
triggered a two-year ban on Fifth Third’s municipal securities business with the
Issuers. Within two years of these political contributione, Fifth Third sought and was
selected to participate in, 24 municipal secuxities transactions, including negotiated
underwritings of municipal sscurities offered by the Issuers. Despite the bans on
municipal securifies busincss with the Issuers, Fifth Third engaged in these
ransactions totaling $2.3 billion and eamned spproximately $1,000,000, for which it
was ordered to pay a civil penalty of $1,000,000

L
WAIVER OF PROCEPURAL RIGHTS

Respondant specifically and voluntarily waﬁms the following rights granted under
NASD’s Code of Procedure:

A.  To have a Formal Complaint issued specifying the allegations against it;
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To be notified of the Formal Complaint and have the opportunity to answer the
alflegations in wxiting;

To defend against the allegations in a disciplinary hearing before & hearing panel,
to have a written record of the hearing made and to have a written dacision issued;
and,

To appeal any such decision to the NAC and then to the U.S. Securities and
Exchange Commuission and a U.S. Cowuxt of Appeals.

Further, Respondent specifcally and vohuntarily waivea any right to claim bias or
prejudgment of the General Comsel, the NAC, or any member of the NAC, 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 acceptance or
rejection of this AWC,

Respondent further specifically and voluntarily wayves any right to claim that a person
violated the ex parte prohibitions of Rule 9143 or the sgparetion of functions prohibitions
of Rule 9144, in connection with such person’s or body’s participation in discussions
reparding the terms snd conditions of this AWC, or othet congideration of this AWC,
including its acceptance or 1ejection.

n
ACCEPTANCE AND CONSENT

Respondent hereby accepts and consents, without admitting or denying the
allegations or findings and aolely for the purposes of this proceedmg and any
other procesding brought by ot on behalf 6f NASD, or to which NASD, or to
which NASD is a party, prior to a hearing and without an adjudication of any
issue of law or fact, to the entry of the following findings by NASD:

. Article V, Section 3 of NASD's By-Laws provides that, following the termination

of the association with & member of a parson who is registered with it, such
member shall, not later than 30 days after such termination, give notice of the
teomination of such association to NASD, and concurrently provide to the person
whose agsociation has been terminated a copy of said notice as filed with NASD.
A member that does not submit such notification and provide a copy 1o the person
whose association has besn terminated, within the time period prescribed, shall be
assessed a late filing fee 28 specified by NASD. In the event 2 member learns of
facts or circumstances causing any information set forth in a termination netice
{Form U5) filed with NASD to become inaccurate or incompleie, the member
must notify NASD, within 30 days thereafter, of those facts or circumstaoces by
means of an amendment to the termination notice. The Form U-5 is required to
be filed with NASD within 30 calondar days of the regstration termination of the
registered mpresentthve
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2. From February 2002 until July 2003, Fiftb Third filed Forms U-5 Uniform
Termination Notice for Securities Industry Registration for 734 individuals whose
registrations were terminated. Of the 734 registrations that were termmated
during the 29-month period in question, the Forma U-5 for 152 registered
representatives (20%) were submitted late, in violation of Article V, Section 3 of
NASD By-Laws and NASD Conduct Rule 2110,

3. Municipal Securities Rulemaking Board (“MSRB”™) Rule G-36 requires, in
pertinent part, that cach broker, dealer or municipal securities dealer that acts as
an underwriter in a primary offering of municipal sccurities subject to Securities
Exchange Rale 15¢2-12 shall send to the Beard within one business day after
receipt of the official statement from the issuer, but no later than 10 business days
after any final agreament to purchase, offer, or sell the mumcipal securities, the
final official statement and completed Form G36.

4, During the pexiod from on or ebout July 1, 2001 tlrough March 31, 2003, Fifih
Third failed to file the MSRE Forms G36 for the primary offering of at least 28
municipal underwritings, within 10 business days after the fmal agreement to
pwchase, offer or sell the gecurities; of the aforementionad 28 municipal
securities, Fifth Third also failed to file the MSRB Forms G36 for 19 municipal
underwritings within one business day after receipt of the official statement from
the issuer, in violation of MSRB Rule G-36.

S. In commection with the delays noted in paragraph 2 and 4, Fifth Third failed to
enforce its written supervisory procedures in that:

) after repeated late mubsissions by approximately 17 menagers of Fiftih Third’s
Offices of Supervisory Jurisdiction, of Forms U-5 for individuals whose
Tegisirations were terrrunated, it falled to emsure that all Forms U-5 were
timely filed in NASD's Central Registration Depository within 30 calendar
days, as required by Article V Section 3 of NASD By-Laws, in violation of
NASD Conduct Rutes 2110 and 3010(b); amd

b) it failed to ensure that the conduct of the mumicipal securities activities of the
dealer and its associated parsons were it compliance with applicable MSRE
rules and requirements, in that, after repeated late submissions by its
associated persons, Fifth Third failed to ensure that all MSRE Forms G-36
were timely submitted to the MSRB, in violation of MSRE Rule G-27(c).

B. Respondent also consents to the imposition, at a maximum, of the sanctions of:
a censure; and
a fine 0o $79,750.

The sanctions imposed herein shall be effective on a date set by NASD staff,
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.
OTHER MATTERS

Respondent understands that it may attach & Corrective Action Statement to this
AWC that is u statetnsnt of demonstrable corrective steps taken to prevent futore
misconduct Respondent understands that it may not deny the charges or make
any statemient that is inconsigtent with the AWC i this Stetemnent. This
Statement does not constitute factual or legal findings by NASD, nor does it
reflect the views of NASD or its staff,

Respondent agrees to pay any monstary sanctions imposed. on it upon notice that
this AWC has been accepted and that snch payments are due and payable and has
sttached an Eiection of Payment Form showing the method by which it proposes
to pay any fine imposed,

Respondent specifically and voluntarily waives any right to claim that it is unable
to pay, now or at any time hereafter, any monetary sanction imposed in thig
matier.
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Respondent certifies thes a duly authorized officer has read and understands all of the
provisions of this AWC and has been given a full opportunity to ask questions sbout it
and that no offer, threat, inducement, or protaise of any kind, other than the terms set
forth herein, has been made to induce Respondent to submit it.

H[@ZLE.
Date

Fifth Third Secunties, Inc.

Vo Sperr

Counse] for'Respondant (

Accepted by NASD:
r -
May 3, 2005 { ;¢M ] 142/.5»—‘»/
Date Carlotta A. Romano

Senior Vice President and Regional Director
Signed on behalf of the Director of ODA
by delegated anthority



