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Pursuant to Rule 9216 of ??ASD Code of Pmccdure, Charles Schwab & Co..Inc.
('?CHAS" or the '?nn") ? , f. '.i?? this Leu? of Acccptance, Waiver *nd Coosent
CAWC? M *e MoR qf Mposinga Mlemeniof tlw dle?Ddn,l. mlatioas
desmbed.in Part H below. ( This AWC is submitted on the Condmon that. if accepted. . .

NASD will not bnng any flm?e acoons against the firm alleging violations based on the

same factual findings.

I

The firm under?tands that: i

1. Submission of this AWC is volnn?ry and will not resolve ?hi? rn??tr,r

unl? and lmtil it has been reviewed and accepted by NASD's Department
of Marloet R?gul?ion and National Adjudicatory Council ('NAC')
Review Subpommittee 

or Offi?e of Diacipllnary Affairs. pursuant to
NASD Rulc 9216;

2. If d?is AWC is not accepted, its submi#on will not be used as evidence to
prove any 

oi? ?? ?kz?io?B*?i?? the firm: and

3. If accepted:
I

1

a ?? LWC wi]1 become part of the firm'a MM?nenr disciphn?y
record and may be Considered in any fu?ure actions brought by
NASb 

or any other regulator againat the firm;

b. this AWC will be made available through NASD's public
disclosure pro?m in response to public mquiries about the firm' ?
di?ciplinary record;

C. NAS? 
may mak? a public anao??r*m?.nt concerning th?

A?r?elpcnt ?nd ?he subject maztcr ther?of in accordance with NASD
Rule ?310 and IM.8310-2; and
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d. tbe firm may not talg any action or make or permit to bc made any
pl?hc ??atcment, inclnding in regulatory fihngs or otherwise,
denying, directly or indimctly, any allegation in this AWC or creare

the impn-sion that the AWC is without factual buis. Nothing in
thi? provision a?ects thc fitm'$ tcstimonial oblig?ons or right to
?k?6 legal or fac?al positions in litiga?ion or other legal.

propeodin# in which NASD is no? a party.

The fum also understands?tha[ irs experience in the securities industry and disciplmary
history maybe factors that will be considered in deciding whether to aocept this AWC.
That expcrience and higto?y 

are ? follows:

CHAS has been a member ofNASD since Ogtoba 13, 1970 and it& registration
remain? in efkct It has tt?c following relevant disciphnary hi*tary:

. On December 16, 1999, NASD fined CHAS $1,OOO for violations of
rrade reporting rules, MSRB Rules G-12 and G-14.

, L

MNRR OF PR0?DURAL RIGHTS

The ?nn specifically and?/plunta?ly waivm ?he following dghm ??lt? underNASD's
Code of Procedure: i

i

A. To have a Rb.aw 
Complaint issued?pecifying the allegations against the

firm; :
1

B. To be notified of the Formal Complaint and h*ve the opportuniry to

?M? the ??M.Min wdtlng;

c. To ddc?d ???ln?t the alleg???? in a disciplinary he?ring before a hcadng
panel, to h*?e a?ninen r*cord of thc hearing made and to have R w?ittcn
d?ci?ion iu?ied; and

I

D. To appeal ab 
?uch deci*?on ? the NAC and then ?o the U.S. Securitie?

and Mat Con?nission and a US. Cotnt of Appeals.

Further, the firm specifically and voluntarilywaivcs any right to claim bias or
prejndi7nem of the General ICounscl, the NAC, or any member of the NAC, in connection

with m?ch Mon'? or body'? p?r?cipati?n in diSCU8?iO?U regarding the ?enz? and

conditions of du* AWC, or b?hcr considefation of this AWC, including *c?tptanoe or
rejection of this AWC. ;
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The firm further ?pecific?lly and voluntarily waiv? any xight ?o claim that a person
violated the ex parts prohibitions of Rule 9143 or the separation of fm?ction? prohibitions
of Rule 9144, in connwti?n with such person'* or body'; participation in discussions
regarding the ?m? ?d c9nditio?s of ?hi? AWC, or other con?ider??i?n of thi? AWC,
inclueg i?a =*i?? ? mie?tio?.

I

1

IL

AC?ANC? AND CONSENT

This matter arose out of dl?vc 
reviews, MRD200235729,  MRD200340654. and

MRD200445454 conduct? by the staff of NASD'e Departmmt of Market Regula?ion.
MRD200235729 and MRD200340654 mvolve CHAS' compliance with the Order Andit
T?aii Sy6?Cm ("OATS") ru?ei, NASD Ma?l?e?placc Rule 6950 ?j?q., daring the firs?

.
quarter of 2002 and the fir?t quarter of 2003, rtsp??tively. MRD200445454 involves
CHAS' compliance dudng July and Dccemb?r 2003 with mtde reporting rules
promulgated by the Muoic pal Securities Rulemaking Board ("MSRB").

A. Tbe firm hereby 

ac???ep? 

and con?cnts, without admiuing or denying the
allegations or Endmgs, and soldy fo? the purposes of this proceeding and any
other pmceedmg bmught by or on behalf of NASD, or to which NASD is a party,
prior ro a hearing and without a?i ?djudic??on of any issue of law or fact, to the
entry of the following ?rwlirgs by NASD:

1. Du?ing the first ?uar?er of 2002, CHAS submiued to OATS 9,072
tcpor(s with re*?ec? ?o equity ?M 

/
 on the Nasdaq Stock

Market (the ''su?ect reports'') that were nor in the electronic form
pre?cribed by NASD and were ropalrable, The,ubject,4?)?6
were rejected by the OATS sy??m and notioe of auch rejection was
made available to the firm o? the OATS web*itc. CHAS did not
ca?ect or r?piao? any of the subjxt reports.

2. Dining tbc first quarter of 2003, CHAS submit?d to OATS 1,684

reports with respect to equity *ec?¤ities traded on the Nasdaq Stock
Mar??et (the "Butljoct repor[?") that were no in the electronic fo?m
pre??bod by NASD and wcre repairable, The subject reports
were rejected by?he OATS ?y??m and notice of?uch rej?c?on was
made available ?e die ?i?l On ?he OATS website. CHAS did not
coo???t or rcp?ac4 

565 of the subject reports, or 33 pcroen. of th?
subject reports. 

J
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3. The conduct dcscribcd in paragraphs one and two constitutes separate and
distinct violations of NASD Markctplace Rule 6955(a) and a violation of
NASD Conduct Rule 21 10.

4. During July and December 2003, CHAS incorrecdy reported ?o thc MSRB
720 ?ansactions in municipal securities that had previously been reported ?0
the MSRB. As a result, CHAS over-reported 720 trades during the review
periods.

5. The conduct dc?cdbcd in paragraph four constitutes sepaote and distinct

, violations of MSRB Rule G-14.

6. During the p?ods reviewed, the fnn's supervisory system did not provide for
supervision reasonably desigoed to achieve compliancewith respec? to the
??hcable secllrities laws and regula?ions, and [hc Rules ofNASD, concerning --r .??': ..9

OATS or MSRB trade mporting. Speci?cally, the firm's supervisory system
did not include wrien supervisory procedures providing for: (1)
identification of the pcrson(s) re?ponsible for sopervision with respect to
OAT?; (2) a sta?ment of the supen?isory s?ep(s) t? be Iakcn by the identified
person(s) with respect to OATS and MSRB ?de reporting; (3) a statement as
ro how ofbcn such per?on(&) should take such step(s) with respect ? OATS;
and (4) a statement as to how the completion of the step(s) induded in the
written supervisory procedl?res should bc documen??d with respoct to OATS
mid MSRB trade reporting.

7. The conduct desmbed in paragr?hs six oonsom?s a violation of NASD
Conduct Roles 2110 and 3010, and MSRB Rule G-27.

B. The ?nn also consents to the imposition, at a maximum, of thc following

: sancoon:

A otnsure, a fine of $17,500 (consisting of $1,500 for the OATS
violations. $3,000 for the MSRB tracie reportmg violations and
$7,000 for the supervisory violations) and an undertaking to rcvise
the firm's wrimon supervisory proce?hne? wirb re?pect to the amas
described in pafa?aph six, Within 30 business days of
a?cep?ance of thl? AWC by he NAC, a Tegin?rcd principal ofthe
Respondmt shall submit to the COMPLIANCE ASSISTANT,
LEGALSECTION, MARKET REGULATION
DEPARTMENT, 9509 KEY N?i AVENUE, ROCKVILLE,
MD ?0850, a ?i?cd, dated let?r, providing the following
infnrmation: (1) a refemnce to this matter; (2) ? representation

that ?hc firm has revised its wcit[en ?uperVisory procedures to
address the dcficiwcics described in paragraph six; and, (3) the
date the revised procedures were lmplemen?ed.

4

. ??&9E?I'?9?6 ffAE D5?c. i6. 912:33PM PRINT TI1'E DEC. 16. 12:33?M 1



fDEC. 14,2004': 9: 16AM 240JCHARLES-SCHWAB  NASD MARKET REGULATION
NO. 6039 ?. 6.

.?006/00?
I

,

The sanction imp(Ieed herein shall be offectivc on a date Kt by NASD staff.

III,

OTHER MATTERS

A. The firm under?ta?ds that it may a?u?h a Corrective Acdon Sta?ement to this
AWC that is a s)4??e?t of demonstrahle conective ??ps taken to prevent future
misconduct The f?m unde?tands that it may nor deny the charges or make any
statement that is inban?stcnt with the AWC in this St?t?m?nt. This Statement
does not constitum? facmal or kgal findings by NASD, nor does it reflect the views

of NASD 
or im st*It.

.. -*
i

B. The fitm agr?a to pay any mone?ary sanctions imposed on it upon nooce that ?his

AWChas been acclepted and that /paymen?$ arc due and payable and ha*
auachcd an Electio? of Paymcnt form showing thc method by which it propo?Cs ro
pay any fine imposi?d-

1

C. The firm specifically and voluntarily waives any right to claim that it is lmable to
pay, now or at anytime 

hcreaf?cr, *tty monetary **nction imposed in this maaar.
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The finn cer?i5cs that it j?a? 
read and tmderstands all of the provisions of this AWC and

has been given a full opp?mmity to a?k questions about it, and that no offer, threat,
indiiecment, or promise df any kind, other than the terms set forth herein, hai been made
to induce ?h? firm lo 4Cn

i
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/

DM Respondent
Charles Sclrwab & Co.. Inc.
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Reviewed by

I

Counsel far Respondent

Aco?l??d by NASD:

I/301?5 
i

ihmR.r=t
1 D? Thoma?R. Gim

Senior vice President
I

Department of Mar??et Regula[ion

Si?ed on behalf of the Dire?GtOr of
1

ODA. by delega??d ?n?hority
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