STATE OF ILLINOIS
SECRETARY OF STATE
SECURITIES DEPARTMENT

)
IN THE MATTER OF: PETER V. ELTADES ) FILE NO. 1100262
)

NOTICE OF HEARING

TO THE RESPONDENT: Peter V. Eliades
(CRD#: 4464739)
41 Mt. Holly Road
Katonah, New York 10536

Peter V. Eliades

(CRD#: 4464739}

C/o J.P. Morgan Securities LLC

575 Washington Boulevard 16" Floor
Jersey City, New Jersey 07310

You are hereby notified that pursuan: to Section 11.F of the Illinois Secunties Law of
1953 [815 ILCS 5] (the “Act™ and 14 Il}. Adm. Code 130, Subpart K, a public hearing will be
held at 69 West Washington Street, Suite 1220. Chicago, Illinois 60602, on the24th day of
August, 2011 at the hour of 10:00 am. or as soop as possible thereafter, before James L.
Kopecky Esq., or such other duly designated Hearing Officer of the Seeretary of State. Said
hearing will be held to determine whether an Order shall be entered denying Peter V. Eliades’
(the “Respondent™) registration as a salesperson in the State of 1)linois and/or granting such other
relief as may be authorized under the Act including but not limited to the imposition of a
monetery fine in the maximum amount pursuant to Section 11.E(4) of the Act, payable within
ten (10) business days of the entry of the Order.

The grounds for such proposed action are as follows:

l. That on June 9, 2011, J.P. Morgan Securities ..C., a registered dealer, filed a
Form U-4 application for regisiration of the Respondent as a salesperson in the
State of TNinois pursuant to Scction § of the Act.

2. That on March 17, 2008 an Exchange Hearing Panel of the New York Stock
Exchange Inc. (NYSE) accepted a Stipulation of Facts and Consent to Penalty
entered into between the Exchange's Division of Enforcement and the Respondent
(Decision) in File No. 08-13 which imposed the following sanctions:
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censure; and

sixty-day suspension from membership, aliied membership, approved
person status, and from employment or association in any capacity with
any member or member organization.

That the Decision found:

BACKGROUND

The Respondent was born in 1970, He entered the securities industry in
August 2001 as an “associate” with Lehman Brothers, Inc. {“Lehman™ or
the “Firm™) and remained with the Firm as an institutional equities sales
trader until his discharge in April, 2005 as a result of the events described
herein. In May 2005, he joined Member Firm A as an institutional equities
sales trader. He remains in that position to date.

From in or about May 2003 through April 2005, the Respondent worked
as an institutional equities sales trader with Lehman. In that role, he
handled the accounts of approximately 60 institutional clients.

On or about May 18, 2005, the Firm filed with the NYSE a Uniform
Termination Notice of Securitics Industry Registration (“Form U-57)
reporting that the Respondent was terminated on or about April 29, 2005
for having violated Firm policy by "transmitting confidential materials
designated 'internal use only' to Firm clients."

By letter dated December 14, 2005, which the Respondent received,
Enforcement notified him that it had commenced an investigation into,
among other things, allegations that he forwarded unapproved electronic
correspondence, including confidential sales training matenals and
documents relating to an upcoming initial public offering (“IPO™)
intended for internal use by the Firm, to investors.
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QOVERVIEW

As set forth below, on one occasion, in or about April 2005 (the “Relevant
Period™), the Respondent caused a violation of NYSE Rule 472(2)1) and
violated NYSE Rule 476(a)(6) by sending an electronic communication
similar to sales literature containing proprietary Finn information to
numerous Firm customers without the knowledge or approval of his
mcmber firm,

UNAPPROVED COMMUNICATIONS WITH CUSTOMERS

NYSE Rule 472(a)(}) requires that “[clach advertisement, market letter,
sales literature, or other similar type of communication which is generally
distributed or made available by a member or member organization to
customers or the public” is to be approved in advance by appropriate
supervisory personne] at the member firm. NYSE Rule 472.10(]) defines
“communication” to include “electronic communications.” Sales literature
is detined by NYSE Rule 472.10(5) as, among other things, telemarketing
scripts, performance reports or summaries, form letters discussing or
promoting the products, services, and facilities offered by a member or
tember organization

NYSE Rule 476(2)(6) prohibits, m pertinent part, registered and
unregistered employees of a member and member organizations from
engaging in conduct inconsistent with just and equitable principles of
trade,

The Respondent established an  e-mail distribution list, which
encompassed individuals connected with some or all of his client accounts
(“Accounts Distribution List™). The lst included approximately 79
ndividuals (i.e., 79 e-mail addresses) related to approximately 45 client
accounts, He utilized this list to send electronic communications fo a
group of individuals via a single e-mail, He created and nsed the Accounts
Distribution List in the regular course of his business.

During in or about 2005, the Firm's Equity Syndicate Desk typically
distributed internal use only documents via e-mail to its sales force in
connection with developing equity transactions, for educational purposes.
To prevent external distribution, these e-mails were marked “INTERNAL
USE ONLY” and the Firm's e-mails systems prevented such e-mails from
being forwarded (the "ne-forwarding block™.
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In or about 2003, the Firm, together with Firtm ABC was underwriting the
IPO for XYZ2. The registration statement for the XYZ IPO was filed with
the SEC on January 11, 20035, Several amendments to the registration
staternent were filed in February, March and April 2005, The registration
statcment became effective on April 29, 2005, The Firm and Firm ABC
were the co-lead underwriters for the XYZ IPO.

On April 18, 2005, the Respondent veceived an e-mail communication
from the Firm's Equity Syndicate Desk (the "April 18, 2005 E-Mail™)
related to the XYZ IPO. The Firm's e mail systems prevented the April 18,
2005 e-mail from being forwarded by its recipients.

The subject line of the April 18, 2005 E-Mail read, "INTERNAL USE
ONLY: [XYZ] MILLION INITTIAL PUBLIC OFFERING —~- DEAL
LAUNCH." The first line of the body of the April 18, 2003 E-mail
repeated, also in capital letters, the sentence quoted above, and included

information related to the deal details, syndicate, economics, timing and
pricing of the XYZ IPO.

In addition, the April 18, 2005 E-mail contained three attachments. The
first page of two of the three artachments contained language in large bold
print stating that the document was for internal use only and not intended
for distribution to customers. The Respondent asserts that he did not apen
these attachments.

Portions of the content of the April 18, 2005 E-Mail and its attachments
constituted internal information proprietary to the Firm,

On or about April 26, 2005, the Respondent circumvented the no-
forwarding block on the April 18, 2005 E-mail by cutting and pasting
portions of that communication, including the attachments, into a new
electronic document that he then forwarded to the persons on his Accounts
Distribution List (the “April 26, 2005 E-Mail™).
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The Respondent did not seck or receive Lehman's approval prior to
sending the April 26, 2005 E-Mail.

The April 26, 2005 E-Mail forwarded by the Respondent to the persons on
his Accounts Distribution List omitted all *internal use only” refercnces as
well as a sentence alluding to the conduct of a teach-in related to the XYZ
IPO.

The April 26, 2005 E-Mail also modified the April 18, 2005 E-Mail by
undertining and bolding certain words and numbers. For example, a
portion indicating that “pricing” would occur on “4/28/05" was underlined
and written in bold print in the April 26, 2005 E-Mait but not the April 18,
2005 E-Mail. The Respondent belicved that he was underlining and
bolding the information of greatest import to his clients.

During the Relevant Period, the Firm's Policies and Procedures for Written
Communications with the Public stated that [n]o ‘internal use only’
document (including materials on the Firm's Intranet) should be sent or
made available to clients or others outside the Firm.

Similarly, the Firm's Code of Conduct, in effect during the Relevam
Period provided that “[n]o correspondence or literature designated 'For
Internal Use Only' or any inter-office memoranda, wires or other
communications may be given or shown to any individual not associated
with the Firm.”

On or about April 27, 2005, the Firm's e-mail technology surveillance
group detected the April 26, 2005 E-Mail which the Respondent sent
based on a routine keyword search of Firm e-mails. Efforts by the
(echnology surveillance group, assisted by him to recall the April 26, 2005
E-Mail were unsuccessful.
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V. As a consequence of the Respondent’ actions, counsel for XYZ as weli as
for the Firm communicated his conduct to staff of the Securities and
Exchange Commission, who permitted the partics to proceed with the
XYZ offering. However, recipients of his April 26, 2005 E-Mail were not
permitted {0 participate in the XYZ TPO allocation.

w. The Respondent caused a violation of NYSE Rule 472(a)(1) by
forwarding the April 26, 2005 E-Mail, a form of market letter or sales
hterature, o 79 individuals associated with 45 Lehman client accounts
without previously seeking or receiving the approval of a gualified Firm
supervisor as required.

X. The Respondent alse engaged in conduct inconsistent with just and
equitable principles of trade in violation of NYSE Rule 476(a)6} by
disseminating via the April 26, 2005 E-Mail certain information that was
confidential and proprietary to the Firm.

4. That Section 8.E(1)j) of the Act provides, inter alia, that the registration Of a
salesperson may be denied if the Secretary of State finds that such Salesperson
has been suspended by any sclf-regulatory organization Registered under the
Federal 1934 Act or the Federal 1974 Act arising from Any fraudulent or
deceptive act or a practice in violation of any rule, regulation or standard duly
promulgated by the self- regulatory Organization.

5. That NYSE is a self-regulatory organization as specified in Section 8.E(1){j) of
the Act.

6. That by virtue of the foregoing, the Respondent's registration as a Salesperson in
the State of Illinois is subject to denial pursuant to Section 8. E(1)(j) of the Act.

You arc further notified that you are required pursuant to Section 130.1104 of the Rules
and Regulations (14 ILL. Adm, Code 130)(the “Rules™), to file an answer to the allegations
outlined above within thirty (30) days of the receipt of this Notice. A failure to file an answer
within the prescribed time shall be construed as an admission of the allegations contained in the
Notice of Hearing.
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Furihermore, you may be represented by legal counsel, may present evidence; may
cross-examine witnesses and otherwise participate. A failure to so appear shall constitute default,
uniess any Respondent has upon due notice moved for and obtained a continuance.

A copy of the Rules, promulgated under the Act and pertaining to hearings held by the
Office of the Sectetary of State, Securities Department, is included with this Notice.

Delivery of Notice to the designated representative of any Respondent constitutes service
upon such Respondent.

cl-i'".‘.
Dated: This ggmda.y of .)LuLc{r, 2011,

JESSE WHITE
Secretary of State
State of Illinois

Attorney for the Secrctary of State:
Daniel A Tunick

Office of the Secretary of State

{llinois Securities Department

69 West Washington Street, Suite 1220
Chicago, 1tlinois 60602

Telephone: (312) 793-3384

Hearing Officer:
James L. Kopecky
203 N. LaSalle
Chicago, Minois



