FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT

NO, 200680040785-01
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Pursuant to FINRA Rule 9216 of FINRA’s Code of Procedure, Bosc, Ing, (the “firm™) sub%‘ts
this Letter of Acceptance, Waiver and Consent (“AWC") for the purpose of proposing a
settlement of the alleged rule violations described below. This AWC is submitted on the

condition that, if accepted, FINRA will not bring any future actions against the firm alleging
viclations based on the same factual findings described herein.
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RE:  Basc, Inc., Respondent X,
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Broker-Dealer B
CRD No, 17530 2 o
o

L
ACCEPTANCE AND CONSENT

The firm hereby accepts and consents, without admitting or denying the findings, and

solely for the purposes of this proceeding and any other proceeding brought by or on
behatf of FINRA, or to which FINRA is a party, prior to a hearing and without an

adjudication of any issue of law or fact, to the enfry of the following findings by FINRA:
BACKGROUND

The firm has been 2 member of FINRA since March 20, 1987, and its registration
remaing in effect.

RELEVANT DISCIPLINARY HISTORY

The firtn understands that its disciplinary history may be a factor that will be considered

in deciding whether to accept this AWC. The firmn has the following relevant disciplinary
history. On September 6, 2005, the firm accepted an AWC in which it was censured,
fined $15,000 and entered into a supervisory undertaking for late reporting to the Trade
Reporting and Compliance Engine (“TRACE") and supervisory findings concerning
TRACE reporting during the third quarter of 2003, in violation of NASD Rules 2110,
3010 and 6230. On June 28, 2005, the firm accepled an AWC in which it was censured
and fined $30,000 for late reporting of municipal securities and supervisory findings
concerning municipal securities reporting during the period of Jamary 2003 through
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October 2004, in violation of Municipal Securities Rulemaking Board (“MSRB™) Rules
G-14 and G-27.

'FACTS AND VIOLATIVE CONDUCT

In Market Regulation Review No. 20060049785, FINRA staff (“the staff”) conducted a
review of the firm’s compliance with MSRB rules applicable to the firm’s pricing of
municipal bond transactions with customers during the period of January 1, 2003 through
March 31, 2003 (the “Pricing Review Period™).

In Market Regulation Review No. 20070089938, the staff reviewed the firm’s
compliance with MSRB Rules applicable to municipal bond trade reporting during the
period of January 1, 2007 through March 31, 2007 {the “Municipal Bond Reporting
Review Period™).

In Market Regulation Review No. 20070110919, the staff reviewed the firm’s
compliance with requirements applicable to TRACE reporting during the period of July
1, 2007 through September 30, 2007 (the “TRACE Reporting Review Period™).

In connection with Review No. 20060049785,

1. In 11 transactions, the firm purchased municipal securities for its own account from
a customer and/or sold municipal securities for its own account to a customer at an
apgregale price (including any mark-down or mark-up) that was not fair and
reasonable, taking inte consideration all relevant factors, including the best
judgment of the broker, dealer or municipal securities dealer as to the fair market
vatue of the securities at the time of the transaction and of any securities exchanged
or traded in connection with the transaction, the expense involved in effecting the
transaction, the fact that the broker, dealer, or municipal securities dealer is entitled
to a profit, and the total dollar amount of the transaction. The transactions are
identified on Exhibit A which is atfached. The conduct described in this paragraph
constitutes separate and distinet violations of MSRB Rules G-17 and G-30(a).

2. The firm failed on 24 occasions to show correct terms and conditions on the
memorandum of 12 transactions in municipal securities for the account of the firm
executed with a customer other than a broker or dealer, by failing to include time
stamps that showed the (i) date and time of reccipt on 12 occasions and (if) failing
to include certain terms and conditions on 12 occasions {e.g,, to identify the orders
as day, limit, market or good-to-cancel orders). The conduct described in this
paragraph constitutes separate and distinct violations of MSRB Rule G-8(a).
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3. The firm’s supervisory system did not provide for supervision reasonably designed
to achieve compliance with respect to the applicable securities laws and reguiations,
and the Rules of MSRB, concerning municipal bond fair pricing. Specifically, the
firm’s supervisory systemn did not inchude written supervisory procedures providing
for reviews for compliance with MSRB Rules G-17 and G-30 that included: (1) a
sufficient statement of the supervisory step(s) to be taken by the person(s)
responsible for supervision of the applicable rules; and (2) a sufficient statement as
to how the completion of the step(s) included in the written supervisory procedures
should be documented. The conduct described in this paragraph constitutes a
violaticn of MSRB Rule G-27(c).

4. The firm failed to enforce its writfen supervisory procedures which prohibited
mark-downs/mark-ups on zero-coupon municipal securities in excess of 4 percent
of the principal amount invested, The mark-ups/mark-down on all seven of the
Zero-coupon municipal securities trades included among the pricing violations
previously described in ltern | above exceeded the above limit. The conduct
described in this paragraph constitutes violations of MSRB Rules G(27)(a). and
G-27(c).

In connection with Review No. 20070089938,

5. The firm fajled to report information regarding 70 purchase and sale transactions
effected in mumicipal securities to the Real-time Transaction Reporting Systemn
(*RTRS8”) in the rhanner prescribed by Rule G-i4 RTRS Procedures and the RTRS
Users Manual. Specifically, the firm failed to report information about such
transactions within |5 minutcs of Time of Trade to an RTRS Portal. The conduct
deseribed in this paragraph constitutes separate and distinct violations of MSRB
Rule G-14.

6.  The finn’s supervisory system did not provide for supervision reasonably designed
to achieve compliance with respect to the applicable securities laws and regulations,
and the rules of MSRB, concerning municipal securities trade reporting,
Specifically, the firm’s written supervisory procedures did not reflect the actual
procedures that the firm had for (1) the identification of the person(s) responsible at
the firm to ensure compliance with the applicable rules; (2) the step(s) that such

~ person(s) should take to ensure compliance therewith; (3) how often such person(s)
should take such step(s); and (4) how enforcement of such written supervisory
procedures should be documnented at the firm. The conduct deseribed in this
paragraph constitutes a violation of MSRB Rule G-27.
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In connection with Review No, 26070110919,

7. The firm failed to report to TRACE the correct time of trade execution for 97
transactions in TRACE-eligible securities. The conduct described in this paragraph
constitutes separate and distinct violations of NASD Rule 6230(c)(8).

8. The firm failed to report to TRACE 97 transactions in TRACE-eligible securities
within 15 minutes of the {ime of execution. These late transactions constituted 10
percent of the firmg” TRACE-¢ligible transactions that the firm was required to
report o TRACE during the review period. The conduct described in this
paragraph constitutes separate and distinct violations of WASD Rule 6230(a) and a
pattern or practice of late reperting without exceptional circumstances in violation
of NASD Rule 2110.

9. The firm failed to show the correct time of execution on the memorandum of 97
transactions in TRACE-eligible transactions for the account of the firm executed
with another broker or dealer. The conduct described in this paragraph constitutes
separate and distinct violations of SEC Rule 17a-3.

10. The firm’s supervisory system did not provide for supervision reasonably designed
to achieve compliance with respect to the applicable securities laws and regulations,
and the Rules of NASD, concemning TRACE reporting. Specifically, the firm’s
supervisory system did not include written supervisory procedures providing for
reviews for compliance with NASD Rule 6230 that included: (1) a sufficient
staterent as to how the completion of the step(s) included in the written
supervisory procedures should be documented, and (2) sufficient designations of an
appropriately registered principal(s) with authority to carry out supervisory
responsibilities with respect to aspects of the firm’s supervisory reviews concerning
TRACE reporting. The conduct described in this paragraph constitutes a viclation
of NASD Rules 2110 and 3010.

B. The firm also consents to the imposition of the following sanctions:

A censure, a fine of 380,000 (consisting of $55,000 for the municipal
pricing findings, $2,500 for the combined books and records findings
from the Pricing and Trace Reporting Review Periods, $7,500 for each
of the Municipal Bond and TRACE Reporting Review Periods, and
$7,500 for the combined supervisory findings from the abovementioned -
three staff Reviews), an undertaking to revise the firm’s written
supervisory procedures with respect to the areas deseribed in
paragraphs L.A.3, LA.6 and L.A.10 above, and Restitution by
Respondent to the investors listed on Exhibit A which is attached, in
the total amount of $18,402, plus interest at the rate set forth in Section
6621{a) of the Internal Revenue Code, 26 U.8.C. 6621(a)}(2), from the
date of the vielative conduct until the date this AWC is accepted by the
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National Adjudicatory Council (“NAC™). A registered principal of the
firm shall submit satisfactory proof of payment of the restitution, or of
reasonable and documented efforts undertaken to effect restitution, to
the COMPLIANCE ASSISTANT, LEGAL SECTION, MARKET
REGULATION DEPARTMENT, 9509 KEY WEST AVENUE,
ROCKVILLE, MD 20850 or in an e-mail from 2 work-related account
of the registered principal fo MarketRegulationComp@finra.org, no
later than 120 days after acceptance of this AWC. If for any reason,
Respondent cannot locate any customer after reasonable and
documented cfforts within such period, or such additional period
agreed to by the staff, Respondent shall forward any undistributed
restitution and interest to the appropriate escheat, unclaimed-property
or abandoned-property fund for the state in which the customer is
known to have last resided,

In addition, within 30 business days of acceptance of this AWC by the NAC,
a vegistered princtpal of the firm shall submit to the COMPLIANCE
ASSISTANT, LEGAL SECTION, MARKET REGULATION
DEPARTMENT, 9509 KEY WEST AVENUE, ROCKVILLE, MD 20850, a
signed, dated letter, er an ¢-mail from a work-related account of the
registered principal to MarketRegnlation Comp@finra.org, providing the
following information: (1) a reference to this matier; (2) a representation
that the firni has revised ifs written supervisory procedures to address the
deficiencies described in paragraphs 1.A.3, LA.6 and L.A.10 above; and,

{3} the date the revised procedures were implemented.

The firm agrees to pay the monetary sanction(s) upon notice that this AWC has been
accepted and that such payment(s) are due and payable. It has submitted an Election of
Payment form showing the method by which it proposes to pay the fine imposed.

The firm specifically and voluntarily waives any right to claim that it is unable to pay,
now or at any time hereafter, the monetary sanction(s) imposed in this matter.

The sanctions imposed herein shall be effective on a date set by FINRA staff.
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1.

WAIVER OF PROCEDURAL RIGHTS

The firm specifically and voluntarily waives the following rights granted under FINRA’s Code

of Procedure:

A.  To have a Complaint issued specifying the allegations against the firm;

B. To be notified of the Complaint and have the opportunity to answer the allegations in
writing; :

C. To defend against the allegations in a disciplinary hearing before a hearing panel, to have
a written record of the hearing made and 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, the firm specifically and voluntarily waives any right to claim bias 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 conditions of this AWC, or other
consideration of this AWC, including acceptance or rejection of this AWC.

The firm further specifically and voluntarily waives any right to claim that a person violated the
ex parte prohibitions of FINRA Rule 9143 or the separation of functions prohibitions of FINRA
Rule 144, in connection with such person’s or body’s participation in discussions regarding the
terms and conditions of this AWC, or other constderation of this AWC, including its acceptance
or rejection.

6
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OTHER MATTERS

The firm understands that;

A, Submission of this AWC is voluntary and will not resolve this mattér unless and until it
has been reviewed and accepted by the NAC, a Review Subcommittee of the NAC, or the
Office of Disciplinary Affairs (“ODA™), pursuant to FINRA Rule 9216; '

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

C. If accepted:

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

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

[}

FINRA may make a public announcement concerning this agreement and the
subject matter thereof in accordance with FINRA Rule 8313; and

4, The firm may not take any action or make or permit 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. The firm may not take any position in any proceeding
brought by or on behalf of FINRA, or to which FINRA is a party, that is
inconsistent with any part of this AWC. Nothing in this provision affects the
firm's right to take legal or factual positions in litigation or other legal
proceedings in which FINRA is not a party.

D.  The firm may attuch a Corrective Action Statement to this AWC that is a statement of
demonstrable corrective steps taken to prevent future misconduct. The firm understands
that it 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 FINRA,
nor does it reflect the views of FINRA or its staff.
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The undersigned, on behalf of the Firm, certifies that a person duly authorized to act on its bebalf
has read and understands atl of the provisions of this AWC and has been given a full opportunity
to agk questions about it; that it has agreed to the AWC's provisions voluntarily; and that no
offer, threat, inducement, or promise of any king, other than the terms set forth herein and the
prospect of avoiding the issuance of a Complaint, has been made to induce the firm to submit it.
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Ylz [eq
Date Respondent
Bosg, Inc.
o~

By:

Name: gC ot G-ravce

Title: Lo RBOSC ‘Thc.

Reviewed by:

my . Newsome, Esg.
Counwe} for Respondent
Fraderic Dorwart
OMd City Hall
124 East Fourth Street
Tulsa, OK 74103-5010

Accepted by FINRA:
ﬁ[é?! /0 7 Signed on behalf of the
Date Director of ODA, by delegated authority

L A
Thomas R. Gira v
Executive Vice President

Department of Market Regulation
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BOSC, Ine. ("BOKI™)
Review Perfod: January 1, 2003 Through March 31, 2008

Exhibit A
Trade ar Trade or Trade or Trade ot
.. | Contra |[laventory Price] Inventn . Inventory Price; Invento Contra
Itam Date Quantity 1* >wuﬁ“w.a= ¢ -..123. Firm agﬁqw_.ﬁ: . m..mnn_.q 2% Markup | Markdown | Restitotion
. Time 1 Assossment 1 Time 2 Assessment 2}

1 225,000 | BOKL 10:43:00 18.705 BOK1 12:10:00 16.955 C(8) MN/A 3.36% 51.833.19
2 100,000 | C(B) 1312700 25.269 BOX] 14:27:00 _23.269 BOKL | 2.60% NIA $836.55
3 120,000 | C(B) 10;56:00 25122 BOXI 10:56:00 23,122 BOKL | 8.65% NiA 51,231 .88
4 100000 | C(E) [3:24:00 25.115 BOKI | Unavailable 23.115 BOKL | 8.65% A $1,026.86
5 200,000 | C(B} 10:36:00 25,125 BOKI 13:36:00 23.125 BOKL | 8.65% NIA $2 052 88
& 2102004 90,000 | €(BY [4:22:00 25.142 BOKI 15:22:00 23,142 | BOKL | 8.64% MNIA $023.15
7 2/13/2004 430,000 | C(BY £2:45:00 25,149 BOKI 12:45:00 23.149 BOKL | 8.64% NIA $4.409.34 |
8 32642003 40,600 C(B} 15:53:04 17 BOR! 13:17:00 15.% B-D{SY] 9.68% NIA $200.00
2] 4/14/2003 80,000 C(B} 14:32:00 25 BOKI 14:32:00 2333 B-D{S)| 7.53% N/A $590.90
10 4/23/2003 100,000 | C(B) 16:30:00 27.875 BOKI 15:29:00 25 8-D(5)] 11.50% NA $1.782.50
11 4/23/2003 200,000 | C(B) 14:20:00 28.625 BOKI H:1:00 25.75 B-D(S1] 11.17% N/A 33,500.75

* Thie conttra party events involving BOKL and the om (BOKJ) reffect mark 1o market viluations botween the fEan and an affiffated entity (BOKL), which held the issue in inventary on the limn's
buhall, Cher contra partics are identified 2s lollows: B-D (8) indicates anpther Broker-Desler seliing to the finm; €(5) indieates 2 customer setling 1o the finn; and C(B) indicates & cusioiner buying
from the fiom.




