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LETTER QF ACCEPTANCE, WAIVER AND CONSENT

! CLG050002
\

TO: Marketkcsulauon Department e
NASD ! SR

- i
¥ . ) 3%
RE: CharlesSchwah&tCo nc., Rupondcntayi DECLD P !
B e 1’5‘!4.& ‘ 15!
CRD No. 5393 ;.;:31__:;2:_‘t____

Pursuant 1o Rule 9216 of NASD Code of Procedure, Charies Schwab & Co., Inc.

(“CHAS" or the “firm"™) its this Letter of Acceptance, Waiver and Coosent ;
(“AWC") for the purpose of proposing a settlement of the alleged rule violations
described-in Part [ below. | This AWC is submitied on the condition that, if accepted,

NASD will pot bring eny ﬂm:re actions against the firm alleging violations based on the
same factual findings.

|
The firm understands that: %
l

1. Submission jof this AWC is voluntary and will not resolve this matter

NASD Rule‘921|5

2. If this AWC)is not accepted, its submission will not be used as evidence to
pmveanyoﬂthe allegations against the fism; and

3. Ifucem|

a. this WCwﬂlbeeomeputofdnﬁnn’spmmdisdp]inﬂy
and may be considercd in any future actions brought by
NASD or any othex regulator agsinat the firm;

b. this AWC will be made available through NASD's public ,
discl program in response to public inquiries about the firm's :
disciplinary record; '

c.  NASD may make a public snnouncement concerning this
lgaemtmdmembjectmmerﬂlmofm accordance with NASD
Rule ?310 and IM-8310-2; and

MRD200235729 (KC) )
(MRD200340654) '
(MRD200445434)

20042000012

RECEIVED TiME 9Ec, b (o7, T



“*DEC. 18. 2004° §:16AM 2403CHARLES_SCHWAB  NASD MARKET REGULATION 0. 6039 P 3003008

i
1
i
'
}
!

d.  thefirm may not take any action or make or permit to be made any
- public statement, including in regulatory filings or otherwise,
denyiug, directly or indirectly, any allegation in this AWC or create
tthimpmssion that the AWC is without factual basis. Nothing in
thig provision affects the firm's testimonial obligations or right to
wke legal or factwal positions in litigation ot other legal. -
protecdings in which NASD is no¢ a party.
I
The firm also understandsithat its experience in the securities industry and disciplinary
history may be factors that will be considersd in deciding whether to accept this AWC.,
That experience and Wy are as follows:

CHAShnbeennmmhqrofNASDsmeeostobﬁla 1970 and its registration
remains in effect. It has the following relevant disciplinary histary:

» On December 16,1999, NASD fined CHAS $1,000 for violations of
uade reporting . MSRB Rules G-12 and G-14.

'l L
WAIVER OF PROCEDURAL RIGHTS

The firm specifically lndvplnntanly waives the following tights gramedundcrNASDs
Code of Procedure: !

i
A, Tohavea Pq'amnl Complaint issued specifying the allegations against the
fim; :

B, Tobenotified of the Formal Complsint and have the opportunity to
mmerthu?legaﬁminwﬂﬂng;

C.  Todefend apuinst the allegations in a disciplinary hesring before a heating
panel, to have a written record of the hearing made and to have 2 written
decision issued; and

]

D. ToappealdymhdecidonnﬂnNACmdthmtotch.s.Secuﬂ&u
and ie Conymission and a U.S. Court of Appeals.

Further, the firm specifically and voluntarily waives any right to claim bias or |
prejudgment of the General Counsel, the NAC, ot any member of the NAC, in connection
with such pesson’s or body’s participation in discussions regarding the texms and
conditions of this AWC, or bther consideration of this AWC, including acceptance or
rejection of this AWC. |

|

!
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The firm fuxﬁm-speczﬁca[ly and voluntmly waives any right to claim that a person
violaied the ex parte protibitions of Rule 9143 ot the separation of functions prohibitions
of Rule 9144, in connectie with such persar's or body’s participation in discussions

regarding the terms and conditions of this AWC, or other conaideration of this AWC,
inciuding its acceptance of rejection,

| 1L

ACCEPTANCE AND CONSENT o

‘This matter arosc out of thtec reviews, MRD200235729, MRD200340654, and
MRD200445454 conducted by the staff of NASD's Department of Market Regulation.
MRD200235729 and involve CHAS' compliance with the Order Audit
Trail System (“OATS") rules, NASD Marketplace Rule 6950 st seq., dusing the first
‘quanter of 2002 and the firgt quarter of 2003, respectively. MRD200445454 involves
CHAS' compliance during July and December 2003 with trade reporting rules
promulgated by the Municipal Securities Rulemaking Board ("MSRB").

A. Thﬁmhmbyu&pumdmmmthoutadmmngordmnngthe
allegations or findings, and solely for the purposes of this proceeding and any
ghwyorunbehalfofNASD or to which NASD is apmy

findings by NASD:

to equity securities traded on the Nasdag Stock
ject reports™) that wexe not in the electronic form
pmcnbedbyN{\SD and were ropairable. The subject reports
were rejected by the OATS system nd notice of such rejection was

were rejected by OATS:y:wmaudnoﬁceofsuchmpcﬁonwas
made available t¢ the Girm on the OATS website. CHAS didnot
conactonq:-hcﬁ.‘ﬁs of the subject reports, or 33 percent of the
subject reports. :

RECEIVED TIME OEC. 14.) 7:16aM
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. The conduct described in paragraphs one and two constitutes separate and

- distinet violstions of NASD Marketplace Rule §955(a) and a violation of

NASD Conduct Rule 2110,

During July and December 2003, CHAS incorrectly teported to the MSRB
720 transactions in municipal securities that had previously been reported to
the MSRB. As a result, CHAS over-reported 720 trades ducing the review
periods,

The conduct described in paragraph four constitutes sepame and distmct
violations of MSRB Rule G-14.

During the petiod.s Teviewed, the firm’s supervisofy system did not provide for
supervision reasonably designed 1o achicve compliance with respect to the

OATS or MSRB trade reporhng. Specifically, the finn's supervisory sysiem
did not include written supecvisory procedures providing for: (1)
identification of the person(s) responsible for sapervision with respect te
OATS; (2) & statement of the supervisory step(s) to be taken by the identified
person(s) with respect 10 QATS and MSRB trade reporting; (3) a statement as
to haw often such person(s) should take such step(s) with respect to OATS;
and (4) a statement 23 to how the completion of the step(s) included in the
wiilten supervisory procedures shonld be documnented with respect to OATS
and MSRB trade reporting.

The conduct described in paragraphs six constitaes a violation of NASD
Conduct Rules 2110 and 3010, and MSKB Rule G-27.

B.  The finm also consents to the imposition, at 2 maximum, of the followi-ug

sanction:

A censure, a fine of $17,500 {consisting of $7,500 for the OATS
violations, $3,000 for the MSRB trade reporting violations and
$7,000 for the supervisory violations) and an undertaking to revise
the firm's writton supervisory procedures with respect to the arcas
described in paragraph six. Within 30 buginess days of
acceptance of this AWC by the NAC, a registered principal of the
Respondent shail submit to the COMPLIANCE ASSISTANT,
LEGAL SECTION, MARKET REGULATION
'DEPARTMENT, 9509 KEY WEST AVENUE, ROCKVILLE,
MD 20850, a signed, dated lenter, providing the following
information: (1) a reference to this matter; (2) 2 representation

- that the firm has rovised its written supervisory procedtires 1o

S'
L

6.

7.
i
&

S ArAFILIEA

IVED

address the deficiencics described in paragraph six; and, (3) the
date the revised procedures were implemented:

TIME DDEc.ie. §1z2:39em PRINT TIME DEC.16. 12:33PM

1

‘iipplicable secirities laws and regulations, and the Rules of NASD, conceming -
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The sanction impdsed herein shall be cffective op a date sct by NASD staff.

L

OTHER MATIERS

A. The firm understands that it may attach a Corrective Action Statement to this
AWCthatisas t of demonstrable corrective steps taken to prevent future
misconduct. The undersiands thaz it may not deny the charges or make any
statement that is inkonsistent with the AWC in this Statement. This Statement

does not constitur=: factual or legal ﬁndmgs by NASD, nor does it reflect the views
of NASD or its

ot

}
. Theﬁrmagreestopnyanymcnemyuncuonslmpoudonztuponnouoematthis _ :
AWChnsbeenawbp:edandmamchpaymmu erc due and payable and has
auachedmﬂecuopofhymmtfomshowmg&wmdmdbywhmhnpmpomw
pay any fine imposad.

|
The firm specificatly and voluntarily waives any right to claim that it is unable to
pay, now or at any #me hereafter, any monetary sanction imposed in this matter.
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The firm cenifies that it has read and understands o} of the provisions of this AWC and
has been given a full opppriunity to ask questions sbout it, and that no offer, threat,
inducement, or promise of any kind, other than the terms set forth herein, has been made

to induce the firm to subrhit it
: %
@/zo 2004
Date’' ' : Respondent
: Charles Schwab & Co.. Inc.
\ By: ‘ t
Name: fle e
i Tide: Viee Fendent
i
Reviewed by: i
Counsel for Respondent
Accepted by NASD:
{ /3 0 /o5 T Aerir £ _;é
Dats . Thomas R. Gira
Senior Vice President
: Department of Market Regulation
Signed on behaif of the Director of
ODA, by delegated authority

e i —— A
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