NASD
LETTER OF ACCEPTANCE, WAIVER AND CONSENT

_CLG050078

TO: Market Regulation Department
NASD

RE: Hold Brothers On-Line Investment Services, LLC, Respondenf
Broker-Dealer
CRD No. 36816

Pursuant to Rule 9216 of NASD Code of Procedure, Hold Brothers On-Line Investment
Services, LLC (“ONLI” or the “firm”) submits this Letter of Acceptance, Waiver and
Consent (“AWC”) for the purpose of proposing a settlement of the alleged rule violations
described in Part I below. This AWC is submitted on the condition that, if accepted,
NASD will not bring any future actions against the firm alleging violations based on the
same factual findings.

The firm understands 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 Market Regulation and National Adjudicatory Council (“NAC”)
Review Subcommittee or Office of Disciplinary Affairs, pursuant to
NASD Rule 9216;

2. If this AWC is not accepted, its submission will not be used as evidence to
prove any of the allegations against the firm; and

3. If accepted:

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

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

c. NASD may make a public announcement concerning this
agreement and the subject matter thereof in accordance with NASD
Rule 8310 and IM-8310-2; and
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4. the fitm may not lake any action or make or pcl'ﬂlit to be made any

public statement, including in
denying, directly or indirectly,

the impression that the AWC i

this provision affccts the firm’

gulatory filings or otherwine,

jny allcgation in this AWC or create
without factyal basis. Notving in

4 1estimonial obligations or yight to

take Jegal or factual positions h Jig gation or other legal

proceedings in which NASD i

The firm also understands that lts expericuce in the

not a party.

curities indystry and disciplinary

history may be factors that will be considered in dccithing whether to accept this . AWC.

That cxpetience and history are.as follows:

ONLI has been a member of NASD since January 26,1995 and its registration

remains in effect.

*  On August 21, 2003, NASD censured the fir

m, fingd it $40,000 and

required it to revise its writien supcrvisory p
that the firm violated the supervision, reco

edures based on finding:
ecping, short sale, trade

reporting and QATS rules, NASD Conductptlles 2110, 3010, 3110, 3350

2nd Marketplace Rules 6130 apd 6955, res

tively.

1.
WAIVER OF PROCEDURAL RIGHTS

The firm specifically and voluntarily waives the follpwing rights gmnted'undcr NASD's
Code of Procedure:

A. To have a Forma) Complaint jssued ipccifying the allegations ajainst the
firm;

B. To be notified of the Formal Comp
answer the allegations in writing:

and-havc the opportunity to

C.  Todefend against the alegations i A disciplinary hearing befon: a hearing
: panel, 1o have 2 written record of the hearing made and to have 1 written
decision issued; and

D. To appeat arry such decision to the NAC and then to the U.S. St.cuntics
and Exchange Cormission and a U.S. Court of Appeals.

Fuarther, the finm specifically and voluntarily waivep any right to claim bias or
prejudgment of the Genera! Counsel, the NAC, orTﬂy member of the NAC, in connection

25/09
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with such person’s or body’s participation in discussions regarding the terms and
conclitions of this AWC, or other considceration of this AWC, including acceptami:e or
vejection of this AWC.

The firm further specifically and voluniadily waives any right to claim that a person
vio)atcd the ex pare prohibitions of Rule 9143 or the separation of functions prohibitions
of Rulc 9144, in connection with such person’s or body's participation in discus:ions
regarding the tcrms and conditions of this AWC, or other consideration of this AWC,
including j1s acceptance of rejection.

n- R
ACCEPTANCE AND CONSENT

This mattcr arose out of a review, 20050000233 (formerly, MRD200445106), ¢nducted
by the staff of NASD's Depanment of Market Regulation for compliance with €1 Order
Audit Trail System (“OATS} mles, NASD Marketpiace Rule-6950 et seq., during the
fourth quarter of 2003.

A The Hinm hercby accepts and consents, withont admitting or denying the
allegations or findings, and solely for the purposes of thig procesding and any
other procesding brought by or on behalf of NASD, or to which NASD !1 a party,
prior to a heaning and without an adjudication of any issue of law or fact, to the
entry of the following findings by NASD:

i. ONLI failed to timely report to OATS 387,064 Reportable Order
Events (“"ROEs"). These latc ROEs represested approximately 10
percent of all RORBs submitted by QNLI to OATS during the
review period.

2. 'The conduct described in paragraph one above constilutes scparate
and distinct violations of NASD Marketplace Ru]e 6955(a) and
NASD Conduet Raole 2110.

3. During the review period the firm failed 1o enforce its writien

supervisory procedures, which specified that it would evidence
OATS reviews in a supervisory log.

4. The conduct described in paragraph threc constitutos a violation of
NASD Conduct Rules 2110 and 3010.
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B. The firm also conscnis to the mposition, &t a maximurm, of the following
sanction:

A censure and a fine of $16,500 (consisting of $6,500 for the
OATS violations and $10,000 for the supervisory viotations).

The sanction imposed herein shall be effcctive on a date set by NASD staif.

1IL
OTHER MATTERS

A. The firm understands that it may attach a Cofrective Action Statement to this
AWC that is a statement of denionstrable corrective steps taken to prevat fiture
misconduct. The firmn inderstands that it may not deny the charges or mXe any
staterment that is inconsistent with the AWC in this Statement. This Statyment
does not constitute factual or legal findings by NASD, nor does it raflect the viewg
of NASD oy its staff.

B. The firn agrees to pay any monetary sanctions impoeed on it upon notic:: that this
AWC has been accepted and that such payments are dise and payable anil has
sttached an Election of Payment form showing the method by which it proposes to
pay any fine imposed.

C. Tbe firm specifically and voluntarily waives any right to claim that it is nnable to
" pay, now or at any time hereafter, any monetary sanction imposed in this mater.
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has been given a ful] opportunity to ask questions about it, and that no offer, threat,
inducement, or promisc of anyjkind, other than the termas set forth herein. bas bern made
1o induce the firm to submit it} -

\{ (7,& !C) ( t
Daie ;

Accepted by NASD:

.- o
é/g/or /,C.._/Q éé-’._
Date - Thomss R. Gira
. Executive Vicc President & Deputy
Department of Market Regulation

Signed on behalf of the Director of
ODA, by dclegated anthodity




