
l^ANCJALTuNDUSTRY REGULATORY AUTHORITY 
LETTER OF ACOSFlApiGE, WAIVER AND CONSENT 

N a 20060051011-01 

TO: Department©^ 

€> 'FINRA") 

RE: Southwest Securities, Lie, Respondent 
Broker-Dealer 
CRD No. 6220 

PitfsTtaut to FuNRA Rule 9216 of FINRA's Code of Pfocedrce, Southwest Securities Inc. fthe 
''firm*') submits this Letter ̂  Acceptance, Waiver and Consent ("AWC^ for the purpose of 
^rorwsinjra settiement of 1he alleged ruleviolations described below. This, AWC is submitted on 
me condition that, i f accepted, FINRA will hot tiring any niture actions against the firm' alleging 
violations based on the smefactual fundings described herem. 

A. Tnefen hereby a<^t&andxprjsents, wiuiout admitting: ox toying the findings, and 
solely for the purposes of this proceeding and any other proceeding brought by of on 
behalfofRlNRA, or to which FINRA is a party, prior to a hearing and without an 
adjudication of any issue of law or fact, to the entry of the following findings by FINRA: 

The firm has been a member of ITNRA since May JO, 1:972 and its i»#str^oiixeinafas 
in effect 

ACCEPTANCE AND CONSENT 

BACKGROUND 

RELEVANT DISCIPLINARY HISTORY 

The firm has no rMOTr̂ evant disciplinary history. 
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FACTS AND VIOLATIVE CONDUCT 

In Matter No? 20060051011, fee staff of the Department of Market Regiuafjon (the "staff*) 
reviewed fee dSmfa c^mpKance wife SECRute 203(b)(3) of Regulation SHO, andKASD Rules. 
2110 and 301O a^g feeperiod from January 1> 2006 ferough March 31+2006. 

In Matter No. 20060069214s the to reported to the staff violations of the NASD-s Order Audit 
Trail SystemVC^ATS'O report from January 2004 
through Aprif2006. 

In Matter N& 20070089528, me staff reviewed the firm's connrhance with me Municipal 
Seeuritaes Memaking Boards ('teRB") trade reporting isxraiiemertte for the period from. 
January 1,2007 through March 31,2007. 

In Matter No, 20070119440, nieistaff reviewed the firm's compliance with NASD Rules 2110, 
2440 and L\l«2440, and MSEB Rules G-17 and G-30 during the period from January 1,2003 
through March 31,2005 (me'^ewperiod't). 

In connection with Matter No, 20060051011: 

1. During fee period from January 1,2006 through March 31,2006, the firm had afail-to-
deliver position at a registered dearinf agency in 
f'CHNW"), & threshold security, for1 3 consecutive sentaient days beglimnig December 
28,2005, and failed to jhtntiediafely thereafter close out the fail-to-deliyef position by 
purchasing securities of like kind and quantity. The conduct described in this paragraph 
constitutes separate and distinct violations of SEC Rule 203(bX3) of Regulation SH0. 

2. Dtmngme period ftbm January 1,2006 Intough March 31,2006/the firm'ss^eri^ry 
system did not provide for supervisiCM l^oriably unsigned to aeiieye compliance with 
respect to the applicable securities laws and regulations, and fee Rules; of NASD, 
ccnceimngrSEC Rules 203(a) and 203(b)(3). Specifically, fee firm's supervisory system 
did not inciude written supervise^ prrjceoSirê  
pjefcsbn(s) responsiblefor supervision wife respect to the applicable rules; (2) a statement 
of fee supervisory step(s) to betaloen by the identified person(s); (3) a statement as to 
how often such, person(s) should take such step(s); and (4) a statement as to how fee 
completion of fee step(s) included in fee written supervisory procedures should be 
ctOCArmehted. Tne conduct described in feis paragraph constitutes a violation of NASD 
Rules 2110 and 3010, 

3. X^e firm failed to provide doc^entary evidence feat during the period from January 1, 
2005feroughMarch 3.1,2006* itpestened fee surKrvisory re^ew '̂̂ .fbrjfe-^r.its-
written super^sory procedures concemingNASD Rules 3350 and 6130(d)(6), and SEC 
Rules 200(g) anOt203(b)(I) of Regulation SHfr The conduct ascribed in fefe para^ph 
coristitiite^ violattotis. of NA$D Rules 2110 and 3010. 
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In connection with Matter No. 20060069214: 

4. During the period from April 2005 through February 2006, the firm failed to 
report to OATS 16,921 Route Reports, or four percent of all reportable Route 
Reports submitted by the firm. The conduct described in this paragraph 
constitutes separate and distinct violations of NASD Rule6955(a). 

5. During the period from August 2004 through April 2006, the firm reported 
109,307 Route or Combined Order/Route Reports with an inaccurate destination 
code, or 16 percent of all Route or Combined Order/Route Reports submitted by 
the firm. The conduct described in this paragraph constitutes separate and 
distinct violations of NASD Rule 6955(a). 

In connection with Matter No. 20070089528: 

6. During the period from January 1,2007 through March 31,2007, the firm 
failed to report information regarding 126 purchase and sale transactions 
effected in municipal securities to the RTRS in the manner prescribed by 
Rule G-14, RTRS Procedures and the RTRS Users Manual. Specifically, 
the firm failed to report information about such transactions within 15 
rmnutes of Time of Trade to an RTRS Portal. These transactions 
constituted 3.5 percent of the transactions that the firm reported to the 
RTRS during the period reviewed. The conduct described in this 
paragraph constitutes separate and distinct violations of MSRB Rule G-14. 

In connection with Matter No. 20070119440: 

7. During the review period, in five transactions, the firm sold (bought) 
corporate bonds to (from) customers and failed to sell (buy) such bonds at 
a price that was fair, taking into consideration all relevant cirarmstances, 
mcluding market conditions with respect to each bond at the time of the 
transaction, the expense involved and that the firm was entitled to a profit. 
The transactions are identified on Exhibit A which is attached. -Each of 
the customers identified on Exhibit A was a Qualified Institutional Buyer. 
The conduct described in this paragraph constitutes separate and distinct 
violations of NASD Rule 2110. 

8. During the review period, in five transactions, the firm sold (bought) 
corporate bonds to (from) customers and failed to sell (buy) such bonds at 
a price that was fair, taking into consideration all relevant circumstances, 
including market conditions with respect to each bond at the time of the 
transaction, the expense involved and that the firm was entitled to a profit. 
The transactions are identified on Exhibit B which is attached. The 
conduct described in this paragraph constitutes separate and distinct 
violations of NASD Rules 2110,2440 and HM-2440. 
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9. During me review period, in two pairs of transactions, the firm purchased 
mumcipal securities, for its own account from a customer and/or sold 
municipal securities forifs own account tp a customer at an aggregate 
price (including any mark-down &r markup) that was not fairand 
re^onable, takmg into consideration alf relevant factors, including the 
best judgment of meteker, dealer or municipal securities dealer as to the 
fajxmarkfet value of fee securities ̂ t̂ ^̂ ^ of fee transaction audof any 
securities e&cfeangecl or traded in connection with fee h^nsacUon, fee 
expense involved in effecting the transaction, fee fact feat the brokerj 
dealer, or municipal securities dedet is enu^ed to arirofit, and fee total 
dojttar amount of fee-Srahsaclfon. TJiefransacticms^ identified on 
Exhibit C which ̂ attached. The conduct described in feis paragraph 
constitutes separate and disa^^olations of MSRB Rules G-T7 and G-
30(a). 

OTHER FACTORS 

The nrin selfseported the OATS repeating violations set out in paragraphs IA.4 - LA.5. 
The sanctions below reflect a lower fine as a result of fee firm 's- self-reporting. 

B. Tnefirm also consents to feeinurosition of fee fallowing sanctions: 

A censure* a fine of $54,500 (consisting of a fine of $7,500 for the violations of 
SBC Rule 203(b)(3) of Relation SHO, $5̂ 000 for the violations of NASD Rule 
2110 and 3010, $5,000 for fee^ violations ofNASDRule 6955(a), $5,000 for fee 
violations of M&RB Rule G-14? and $32,000 for fee violations of NASD Rotes 
2110,2440 and IM-244<)j and MSRB Rules G-17 and G-30), restitution by 
RespQEdent to the customers listed on Exhibits A, B and C* which are attached, in 
fee total amount of $23*394.08, phis inferest at fee rate set ferfe In Section 
6621(a) of the Internal Revenue Code, 26 U.S.C. 6621(a)(2), from feedateofthe 

. violative conduct until fee daje; feis: AWC is accepted tjy fee National 
^judicatory Council, and aniî dertafcing to revise fee firm's written supervisory 
procedures wife respect to the areas described in paragraph LA.2. 

A registeredprincipal of fee ftrrn shall submitsan'sfactofy proof of payment of fee 
restitution* or of reasonable; and documented effcu^ 
to fee COMPLIANCE ASSISTANT, LEGAL SECTION, MARKET 
REGULATION DEPARTMENT, 9509 KEY WEST AVENUE, ROCKVILLE, 
MD 20850 or in an e-mail from a work-related account of fee registered principal to 
MarketRegufc<fonComp(&to Bio later than 120 days after acceptance of 
feis AWC. If for any reason, Respondent cannot locate any customer after 
reasonable and doĉ amshted efforts wifeihsuch period, or such additionalperiod 
agreed to by the staff* Respondent shall forward any undistributed restitution and 
interest to fee appropriate escheat̂  imclarmed-properry or abandoned-property fund 
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for the state in wbachths custoSnfcrIs known to have lag£ resided. 

Within 30Trusiness days of acceptance ©f tins AWCby the NAC, ̂ registered 
principal Of the Respondent shall submitto the COMPLIANCE ASSISTANT, 
LEGAL SECTION, MARKET REGULATION DEPARTMENT* 9509 KEY 
WIST AVENUE, RbCKVELLE, MD ^^.asxgned, dated letter, or an e-mail 
from a weî r̂elated accoyjnt.of feexegistered principal to 
Marke^eiralatfonC^ 0)a 
reference to this matter™ (2) a representation that the firm has revised its written 
supervisory r^cednres:to address the deficiencies dê cd̂ ed mparagraph LAJ2; 
and, (3) the date the revised procedures were-mmlementecl. 

The firm agrees to pay me monetary sanctions upon notice that tins AWC has been 
ac^tedan&that such payments are due: and payable;. It has submitted, an Election of 
Payment form showing: the method by which it proposes to pay me fine imposed. 

The firm specifically and voluntarily waives any right to claim that if is nnable to pay, 
now or at any timeherea&er, the monetary sanctions imposed anim's matter. 

The sanctions imposed heremishail beeffective on a date set by FINRA staff. 
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n. 
WAIVER OjF PRGCEDXJRAL BIGHTS 

The firm specifically and vr i lW^'wai te lh i j followingrights granted under FINRA's Code of 
Procedure: 

A, To have a C^plainE issued specifying the allegations against the firm; 

Ef. To. benotified of me Complaint andhave fee opportunity to answer the allegation in 
writing; 

C. Todefi&ttJ againsttfae allegations in a d^^Imary heatfogbefcre ahearirigpanel, to have 
a Writteii record of the hearjng made and to have a written decision issued; and 

D. To appeal any such decision to the National Adjudicatory Council fNAC'5 md then to 
the;U;s . Seeurities arid Exchange Commission and a U.S . Court of Appeals. 

Further*, fee firm specifically and voluntarily waives any right to claim bias wprejiidgment of fee 
General Counsel, fee NAC, or any member of the NAG, in connection wife suchperson's or 
body's participation m discussions residing the terms and conditions; of feis AWC, or other 
csHisidemtion of feis AWC, indutiing acceptance or rejection of this AWC. 

The firm fiirther specifically and ̂ luutarily waives any right to claim feat a person violated fee 
expMeprofabitions of FINRA Rule 0143 orfee separation of functions pJX>hibitions of FINR^ 
Rule 9144, in connection wife.sucjipersQn^or bpdy-s partidpatioiim discussions iegardfog,fee 
terms and cc&fetions oftijis AWC, or other consideration of this AWC, includingits acceptance 
or rejection. 
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in. 

The firm understands mat: 

A. Submission of Ms AWC voluntary and will not resolve this matter unless and until it 
has been fevi i^ed;^ by the NAC, a Review Subcomrnittee of the NAC, or the 
QjfSeeofDisdpImaiyAifafe 

B. If this: AWC is not accepted* its submission will not be used as evidence to proveahy Of 
the allegations against the firm; and 

C. If accepted: 

1P this AWC wiU b ecome part of the firm's r̂ rmanent disciplinary record and may 
be considered In any future actions txttqgftby FINRA orany other regulator 
against the firm; 

2. this AWC will he made available throu^JFINRA's public-disclosure progranxin 
response to publicinquiries ahoutthe firm's disdplinary record; 

3. FINRA may make a public announcement̂ concerning this agreement and the 
subject matter thereof in acGordancewirh FINRA Rule 8313; and 

4. The firm may hot take any action or make of rjeirnittobe made any public 
statement, mduding in regulatory filings or otherwises denying, directly or 
indirectly, any finding rnfhi& AWC or create the mipcessionthatihe AWC is 
without iMnal basis* The firm may not take any position in any proceeding 
brought by or on behalf of FINRA, orto which FINRA is apatty, that is 
inconsistent with any part ofthis 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 firrnmay attach a. Corrective Action Statement to tins AWC that is a statement of 
demonstrable corrective steps taken to prevent foajre rmsconduct. The firniunderstands 
that-it may not deny the charges or make any statement that is inconsistent with the AWC 
in this Statement. This SMemen^^esnotconstito^ or legal findings by FINRA, 
npr does it reflect the views of FINRA or its staff 
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The imdersigried, on behalf of the Firm, certifies that a person duly authorized to act pn its behalf 
has read^mderstands.all of the provisions, of this AWC m i has T>$eixgjven a full o^orfufnty 
to ask questions atout it* feat it has agreed to fee A . W 3 pmvMoos vohnitarily; and that no 
offer, threap Mue^ent, or pmrnise ofanyitind, ofeerfean the terms set forth herein and fee 
prospect of avoadihg fee issuance of a Gornplamt, has been made to induce fee fin& fo submit it. 

Date Respondent 
ecutitieSj 

r 

Name: 

t̂>\ regfor c£- Co mp I iVnx^ 

Reviewed by: 

Tirnou^k Nagy? 

si for Respondent 
Bingham McGutchen LIP 
2020 K Street, N.W. 
Washington, D X . 20006H806 

Accer̂ ed by FINRA: 

/( / / / / & \ Signed on behalf of fee 
Date Director of ODA, by delegated aufeority 

Thomas R.Gira 
.Executive Vice President 
Department of Market Regulation 
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