NASD
LETTER OF ACCEPTANCE, WAIVER AND +NSENT
NO. 2005001713201

Department of Enforcement
NASD

FTN Financial Securities Corp., Respondent
[CRD No. 46346)

Pursuant to Rule 8216 of NASD Code of Procedure, FTN Financlal Securities Corp. submits
this Letter of Acceptance, Wailver and Consent ("AWC") for the pufpose of proposing a
seftlement of the alleged rule violations described in Part Il below. | This AWC is subjmitted on
the condition that, if accepted, NASD will not bring any future a s against me allégin N
violations based on the same factual findings. 3

We understand that: @
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1 Submission of this AWC is voluntary and will not regolve this matter gnlesSain ({:"l
until it has been reviewed and accepted by NASD'’s Department of E‘nToraame%
and National Adjudicatory Council (“NAC") Review Subcommittee orEOfﬁoe..of
Disciplinary Affairs (“ODA"), pursuant to NASD Rule 9216; rg -

2 If this AWC Is not accepted, its submission will not Be used as evidence to prove
any of the allegations against us; and .

3 If accepted:

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

b. this AWC will be made available through NABD's public disclosure
program in response to public inquiries abowtt our disciplinary record;

c. NASD may make a public announcement copcerming this agreement and
the subject matter thereof in accordance with NASD Rule 8310 and IM-
8310-2; and

d We may not take any action or make or perit to be made any public

statement, including In regulatory filings or otherwise, denying, directly or
indirectly, any finding In this AWC or create the impression that the AWC
is without factual basis. Nothing in this provision affects our testimonial
obligations or right to take legal or factua! pgsitions in litigation or other
proceedings in which NASD is not a party.
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We also understand that our experience in the securities industry and disciplinary history may

be factors that will be considered In deciding whether to accept this AWC. That experience and

history are as follows:
FTN Financial Securities Corp. has been a member of NASD since May 19, 1999,
During all periods mentioned hereln, FTN Financial Securitles Corp. was a registered
broker-dealer with the United States Securities and Excharjge Commission and a
member of NASD, which registration and membership remgin currently in effect. FTN
Financial Securities Corp. has not been the subject of any felevant formal disciplinary
action by any regulatory body within the past five years.

WAIVER OF PROCEDURAL RIGHT$

We specifically and voluntarily waive the following rights granted ul-;der NASD's Code of
Procedure:

A. To have a Formal Complaint issued specifying the e}llegations against us;

B. To be notified of the Forma! Complaint and have the opportunity to answer the
allegations in writing; ' o

C To defend against the allegations in a disciplinary hearing before a hearing
panel, to have a written record of the hearing madejand to have a written
decision issued; and

D. To appeal any such decision to the NAC and then to the U.S. Securities and
Exchange Commission and a U.S. Court of Appeals.

Further, we specifically and voluntarily waive any right to claim biag or prejudgment of the
General Counsel, the NAC, or any member of the NAC, in connection with such person’s or
body’s participation in discussions regarding the terms and conditipns of this AWC, or other
consideration of this AWC, including acceptance or rejection of this AWC.

We further specifically and voluntarily waive any right to claim thatia person violated the ex
parte prohibitions of Rule 9143 or the separation of functions prohibitions of Rule 9144, in
connection with such person’s or body's participation in discussion§ regarding the terms and
conditions of this AWC, or other consideration of this AWC, including its acceptance or
rejection.
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ACCEPTANCE AND CONSENT

A. We hereby accept and consent, without admitting or denying the findings, and solely
for the purposes of this proceeding and any other procegsding in which NASD is a
party, prior to a hearing and without adjudication of any|issue of law or fact, to the
entry of the following findings by NASD:

1 SEC Rule 15¢-3-3 (“The Customer Protection Rule®) requires broker-dealers that
receive customers’ funds or securities to open and maintain an account with a bank
entitied “Special Reserve Bank Account for the Exclusie Benefit of Customers”
(“Reserve Bank Account”) that shall be separate from any other bank account of the
broker-dealer. The Reserve Bank Account shall hold clistomers' deposits of cash
and/or qualified securities in amounts computed according to a Reserve Formula
Computation (“the Formula®).!

2. During the period of January 28, 2005 through March 24, 2005, FTN failed to comply
with SEC Rule 15¢3-3, in that on seven separate occaslons, it failed to deposit in the
Reserve Bank Account amounts required to satisfy its reserve requirement as
computed according to the Formula. On the seven dates that FTN Reserve Bank -
Account failed to have sufficient deposits, the amounts pf under-funding ranged from
$9 million to in excess of $208 million. The deposit deficiencies resulted from
inaccurate calculation by FTN of the required customer reserve.

Such acts, practices, and conduct constitute separate a@d distinct violations of SEC
Rule 15¢c3-3(e)(3) and NASD Conduct Rules 2110 and 3110.

B. We also consent to the imposition, at a maximum, of th+ following sanctions:

A censure and a monetary fine in the amount of $25/000 to be assessed against
FTN Financial Securities Corp.

! The Customer Protection Rule created requirements that were aimed at protecting customers’ funds and
securities from broker-dealer misuse and ensuring that these assets woyld be available for distribution
in the event of the broker-dealer's failure. The Customer Protection Rule’s possession or control
requirements were designed to protect customers’ securities by ensuring that the broker-dealer either
had possession of customers’ fully paid and excess margin securities orkapt them in a geed control
location. In addition, the Customer Protection Rule ensures that customers’ funds are protected and
available to pay customers If the broker-deater must liquidate, by requiripg the broker-dealer to compute
the amotnt of funds that must be segregated from its operations in the Reserve Bank Account. The
bank which agrees to open the Reserve Bank Account for the broker-dealer and holds the customers’
funds and/or securities must agree that It will not attach the deposits in ihe Reserve Bank Account if the
broker-dealer defaults on any loans from that bank.
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The sanctions imposed herein shall be effective on a date 4et by NASD staff.

.
OTHER MATTERS

A. We understand that we may attach a Corrective Action Statement to this AWC
that is a statement of demonstrable corrective steps{taken to prevent future
misconduct. We understand that we may not deny the charges or make any
statement that is inconsistent with the AWC in this Statement. This Statement
does not constitute factual or legal findings by NASD, nor does it reflect the
views of NASD or its staff.

B. We agree to pay any monetary sanctions imposed gn us upon notice that this
AWC has been accepted and that such payments are due and payable as noted
above and have attached an Election of Payment foym showing the method by
which we propose to pay any fine imposed. . :

C. We specifically and voluntarily waive any right to clajm that we are unable to pay,
now or at any time hereafter, any monetary sanction imposed in this matter.

We certify that we have read and understand all of the provisions gf this AWC and have been
given a full opportunity to ask questions about it, and that no offer, threat, inducement, or
promise of any kind, other than the terms set forth herein, has beep made to induce us to
submit it.

FTN Finapels! Securities Corp.
& V4

By:

- e

loy Rigic S VP

{Name andJitie] /

Reviewed by:

FTN Financial Securities Comp.
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Accepted by NASD:

October 24, 2006
Date

Attachment: Election of Payment Form
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Signed on behjalf of the
Director of ODA, by delegated authority

ra Leigh Bldckston,
Regional Counsel
NASD, Districi No. §
1100 Poydras Street, Suite 850
New Orleans, Louisiana 70163-0802
Phone: 504/522-6527
FAX: 504/522-4077

District Director

Keith E. Hinrichs

NASD, District|No. 5

1100 Poydras Street, Suite 850

New Orleans, Loulsiana 70163-0802



FTN FINANCIAL ﬁ&gﬂURlTIES CORP

A Subsidiary of First Tomese Bank Nationel

R\

This Corrective Action Statement is submitted by the Respondent. It does not constitute
factual or legal findings by the NASD, nor does it reflect the views of the NASD, or its
staff. ‘

In order to maintain compliance with the SEC Rule 15¢-3-3 (“The Customer Protection
Rule™), the Respondent considers credits in suspense accounts aged over 7 business days
as free credits in the calculation of the customer reserve account fequirement. The
Respondent also maintains amounts in excess of the weekly computation of the customer
reserve requirement on deposit in a bank account entitled “Specidl Reserve Bank Account
for the Exclusive Benefit of Customers”

FTN FinanciaL Securmes Cokp
845 Crossover Lane, Suite 150
Memphis, Tennessee 38817
901.435.8080

FIN Financlal Securitics Corp ks a wholly owned subsidiary of First Tennceseé Bank National Assaciation. Niember NASD and SIPC (hetp.ffwwwsipc.org).




