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‘Broker-Dealer

FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
NO. 20060060105—01

Départment of Market Regulahon
Financial Industry Regulatory Authonty (“FINRA™)

Sterne, Agee & Leach, Inc.] Respondent

CRD No. 791

Pursuant to FINRA Rule 5216 of FINRA s Code of Procedure, Sterne, Agee & Leach Inc. (the

firm™) submits this Letter of Acceptancc, Waiver and Consent (“A‘WC”) 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 agamst the firm alleging

violations based on the same factual findings described herein.

L

ACCEPTANCE AND CONSENT

The firm hereby accepts and consents w1thout admitting or denym g the findings, and
solely for the purposes of th:s proceedmg and any other proceedmg brought by or on
behalf of FINRA, or to Wthh FINRA is a party, prior to a heanng and without an
adjudication of any issue ofjlaw-or fact, to the entry of the fo]lowmg findings by FINRA:

BACKGROUND

“The firm has been a member of FINRA since 1936, and its registration remains in effect.

RELEVANT DISCIPLINARY HISTORY

On November 10, 2008 an LWC became final pursvant to whlch the firm was censured
and fined $53,000 for vxolahons of SEC Rules 605 of Regulatmn NMS ($12,500) and
10b-10 {$7,500), MSRB Rulc G-14 ($18,000), and NASD Rules 2110 and 6230 ($7,500),
and NASD Rule 6995 ($10,000).

FACTS AND VIOLATIVE CONDUCT

Best Execotion

In Market chulatmn Review No. 20060060105, the staff condncted a review of the

firm's compliance with NASD Rules 21 11(a) and 2320 for the period April 1, 2006
through June 30, 2006.

STAR No, 20060060105 (incl. 20070102842, 20080135955, 20070077502, 20070099962, 20060074926,
20080163831, 20090189416, 20000192362, 20090193840, 20090205633, 20080124515, 20090170151)
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Best E:'cecuﬁon'

In 55 mstances the ﬁ:m failed to execute orders fully and promptly. The
conduct descnbed in this paragraph constitutes separate and distinct
violations of NASD Rules 2110 and 21 11(a).

In36 transactmns for or with a customer, the ﬁrm failed to use reasonable
diligence to ascertam the best inter-dealer markct and failed to buy or seil
in such markct so that the resultant price fo its customer was as favorable
as possible under prevailing market conditions, as reflected on Exhibit A
which is attached The conduct described in ﬂ]J.S paragraph constitutes
separate and ‘distinct violations of NASD Rules 2110 and 2320.

In Market Reg'ulatlon Rcv:ew No. 20070102842, the staff conductcd arcview ofithe |
firm’s compliance with NASD Rule 2320 for the period January 1, 2007 through March

31, 2007.

3.

Best Execution

In2) hansacuons for or with a customer, the ﬁrm failed to use reasonable
diligenee to ascertam the best inter-dealer markfﬁt and failed to buy or sell
in such market 50 that the resultant price to its customer was as favorable
as possible under prevailing market conditions, as reflected on Exhibit B
which is attachcd The conduct described in this  paragraph constitutes
separate and distirict violations of NASD Ruales 2116 and 2320.

In Market Regulation Review No. 20080135995, the staff conductcd arteview of the
firm’s compliance with NASD Rule 2320 for the period October 1, 2007 through

December 31, 2007,

4.

OATS Reporting

In18 transacnons for or with 2 customer, the firm failed to use reasonable
diligence fo ascenam the best inter-dealer marke.t and failed to buy or sell
in such market 50 that the resultant price to its customer was as favorable
as possible undcr prevailing market conditions, as reflected on Exhibit C
which is attached The conduct described in this paragraph constiutes.
separate and distinct violations of NASD Rules 2110 and 2320.

In Market Regulation Review No. 20070077502, the staff conducted a review of the
firm’s comphance with NASD Rule 6955 for the period July I, 2006 through September .

30, 2006.

5

During the review period, the firm transmitted to the. Order Audit Trail
System (* ‘OATS”) 0,273 Reportable Order Events (“ROES") that were
rejected by OATS for context or syntax errors and werc repalrable The
firm failed to repan' 8,929 of these rejected ROEs.dunng the review
period, representmg 96 percent of all rejected repairable ROEs. Asa
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OATS Reporting

result of the!firm's failure to repair these ROEs; the firm failed to transmit
8,929 ROEs to OATS, during the review penod' The conduct described in
this parag:aph constitutes separate and distinct violations of NASD Rule

6955(a).

In Market Regulat:on Rcv:ew No. 20070099962, the staff conducted a review of the
firm’s comphance with NASD Rule 6955 for the period April|1, 2007 through June 30,

2007.

Short Interest Reporting

During the rcwew period, the firm transmijtted to OATS 2,390 ROEs that
wers rejected by OATS for context or syntax LIIOI‘S and were repalrable
The firm fal}ed to repair 620 of these rejected ROES during the review
period, repr esentmg 26 percent of all rejected rcpalrable ROEs. Asa
result of the firm's failure to repair these ROES] the firm failed to transmit
620 ROEs to OATS during the review period. [The firm also failed to
repair 1 768 of the 2,390 rejected ROEs within|the required five business

.days. The conduct described in this paragraph constitutes separate and
- distinct violations of NASD Rule 6955(a). '

In Market Regulatidn Review No. 20060074926, the staff conducted areview of the.
fizm’s compliance with NASD Rule 3360 for the period August 15, 2006 through

September 15, 2006.

7.

The firm fa:led to report its short interest positions to NASD in 238 OTC
equity secumhes for the month of August 2006‘ and 196 OTC equity
securities for the month of September 2006, Thc conduct described in this
paragraph constitutes separate and distinct violations of NASD Rule 3360.

The firm's supervisory system did not provide for supervision reasonably
designed to: achzeve compliance with respect to the apphcabla securities
laws and regulatlons and the Rules 0f NASD, ooncemmg short interest
reporting, Spectﬁca[ly, the firm's supervisory systcm did not include
written supcmsory procedures prowdmg for: (]) the identification of the
person(s) responsible for supemsmn with respect to the applicable rules;
(2a statcmfent of the supervisory step(s) to be taken by the identified
person(s); (3) a statement as o how often such|person(s) should take sach )
step(s); and (4) a statement as to how the completion of the step(s)
inchoded in the wniten supervisory procedures|should be documented.

The conduct described in this paragraph constitutes violations of NASD
Rules 2110'and 3010,




TRACE Late Trade Reporting

In Market Regulation Review No. 20080163831, the staff conducted a review of the
firm’s compliance with NASD Rule 6230 for the period July ] 2007 through September
30, 2007.

9. During the rewc.w period, the firm failed to report to TRACE the correct
contra—party s identifier for 303 transactions in 'TRACE-eligible securities.
These tmnsacbons constituted 30.3 percent of tha inter-dealer transactions
n TRACE-eh gible securities that the firm Ieportcd to TRACE during the
review permd “The conduct described in this p'aragraph constitutes
separate and distinct violations of NASD Rule 6230(0)(6)

TRACE Late Trade Reporting

In Market Regulation Rewew No. 20090185416, the staff condncted a review of the
firm’s compliance with FINRA Rule 6730 relating to late reporung of transactions to
TRACE for the petiod Tannary 1, 2009 ﬂucugh March 31, 2009.

10.  During the review period, the fitm failed to report to TRACE 1,057
transacnons in TRACE-eligible securities \mﬂnn 15 minutes of the time of
execution. Thesc late transactions constituted 41 56 percent of the
transactlons in TRACE-eligible securities that the firm reported to
TRACE dunng the review period using its market patticipant identifier,

. MPID, SALC The conduct deseribed in this paragraph constitutes
Separate and distinct violations of FINRA Rule 6730 and a pattern or
practice of ]atc reporting without exceptional circumstances in violation of
FINRA. Rule 2010.,

TRACE Exeention Time Reporting

In Market Regulation Review No. 20090192362, the staff conlduated areview of the'
firm’s compliance with Fl’NRA Rule 6730 relating to the accuracy of transactions
reported to TRACE for the! period Yamuary 1, 2009 through Mazch 31, 2009.

11.  During the revicw period, the firm failed to rcport to TRACE the correct
time of tradc execution for 108 transactions in ?RACE—&hgxhle securities.
These Inaccurate reports constituted 37.8 percent of the 286 inter-dealer
trangaction reports that the firm submitted to TRACE using its MPID,
SALC, dunng the review period. The conduct dcscnbed in this paragraph

constitutes s'eparate and distinct violations of FINRA Rule 8730(c)38).

12. Dwingthe rmew period, the firm failed to report to TRACE 75
h'ansactmns in TRACE-eligible securities wﬁhm 15 minutes of the time of
execution. ‘I"hcse late transactions constituted ‘26 2 percent of the 286
matched mter—dealc:r transaction reports that the firn submitted to TRACE
using its MPID, SALC, during the roview parmd The conduct described

in this pmaéraph constitutes separate and distinct violations of FINRA
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Muaicipal Trade Reporting‘

Rule 6730(a) and a pattern or practice of late réporting without
exceptional circumstances in violation of FINRA Rule 2010.

In Market Regulation Review No. 20090193840, the staff conducted a review of the
finn’s compliance with MSRB Rule G-14 for the period April 1, 2009 through June 30,

2009.

13.

' Municip al Trade Reporting

In 167 mstances the firm improperly reported information to the Real-

-time Transact[on Reporting System (“RTRS”) that it was not required to

report. Specifically, the firm improperly reported to the RTRS 167
allocations|of black transactions effected in mumc:pai seourities to
customer accounts, when it should have rcported ten block transactions.
The conduct described in this paragraph constitutes separate and distinet
violations of MSRB Rule G-14.

In Market Regulation Review No. 20090205633, the staff conducted review of the
firm’s compliance with MSRB Rule G-14 for the period July 1, 2009 through September

30, 2009.

14.

The firm failed to report to RTRS eight block transactions within 15
minutes of the time of execution. These late transactmns constituted 19,51
percent of the total number of block transachons that the finn reported to

- RTRS durmg the review period. The conduct described in this paragraph

2008 TMMS

constitutes separate and distinct violations of MSRB Rule G-14.

In Trading and Market Ma.kmg Surveillance Examination 20080124515, the staff

conducted a review of the firm’s trading and market making

activities for trade dates

January 9-10, 2008. A dcscnptmn of the areas rcwcwcd by the staff is attached to this

AWC as Exhibit D.

15,

During the review period, the firm transmmcd to OATS 13 reports that
contained maccurate, incomplete, or Improperly formatted data.
Specxﬁcally, in four instances the fiom repoﬁzd incorrect order entry
times; in five instances, the firm failed to subrmt desk reports; in three
instances, the firm failed to submit desk reports execution reports, and
failed to report correct order entry times; and|in one instance the firm

- reported an incorrect share quantity. The conduct described in this

pa:agraph| constitutes separate and distinct violations of NASD Rule
6955(a).




16. Duringthe rewew period, the firm executed 11 short sale orders and failed
to properly‘ mark the orders as short. The conduct described in this .
paragraph consnmtes separate and distinct violations of SEC Rule 200(g)
of Regulatlon SHO.

17. For the month of Decemnber 2007, the firm made available a report on the

covered orders In national market syster 5ecupt1us that it received for
execution from any person. This report contau‘ncd inaccurate infonmation

because it 1nc]uded “not held” order execution inforration, which, by
definition, is excluded from SEC Rule 605 of Regulatwn NMS order
execution statlsucs The conduct deseribed in th1s paragraph constitutes

separate and distinet violations of SEC Rule 605 of Regulation NMS.

. 2009 TMMS

In Trading and Market Malung Surveillance Exammatmn 200901701 51 the staff
conducted a review of the ﬁrm s trading and market making actmhcs for trade dates
Angust 12,2009 through August 13,2009. A description of the areas reviewed by the
staffis attachcd to this AWC as Exhibit B,

18.  For the month of July 2009, the finn made avallablu arepoit on the
covered ordcrs in national market system SECI.II‘I'[IBS that it received for
execution from any person.” This repori contamed inaccurate information
because it mc.luded “child” order execution information. The report also
mehided mconect order size quantities. The cfonduct described in this
paragraph conbhtutes separate and distinct violations of SEC Rule 605 of
RegulatmmNMS

The finm also consents to the imposition, at a maximum, of the following sanctions:

(1) A censure and fine of $150,000, consisting of:
$10,000 for NASD Rules 2110, 2111(a) and 2320 in 20060060105,
$10, 000 for NASD Rules 2110 and 2320 in 20070102842;

$10,000 for NASD Rules 2110 and 2320 in 20080135995

$12,500 for NASD Rule 6955(3) in 20070077502,
812,500 for NASD Rule 6955(a) in 20070099962;
$10,000 for NASD Rule 3360, and $5,000 for NASD Rules 2110 and

3010 n 20060074926

$5,000 for NASD Rule 6230(c)(6) in 20080163831;

$15,000 for FINRA Rules 2010 and 6730 in 20090189416 and 20090192362,
$10,000 for MSRB Rule G-14 in 20000193840;
$10,000 for MSRB Rule G-14 in 20090205633;
$5,000 for NASD Rule 6955(a), 55,000 for SEC Rule 200(g) of Regulation
SHO, and $10, GOO for SEC Rule 605 of Regulahon NMS in 20080124515; and
s $20,000 for SEC Rule 605 of Regulatxon NMS in ?00901 70151;

® & 9 & & & 9 & ¢ O O O
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(2) Restitution by ReSpondcnt to the customer accounts reft.renccd on Bxhibit A in the
amount of §1,528. 72 (20060060105); Exhibit B in the amount of $985.87
(20070102842), andiEXh:bﬁ C in the amount of $339. 80 (20080135995), plus
interest at the rate set forth in Séction 6621(a) of the Intcmai Revenue Code, 26
U.8.C. 6621(a)(2), from the date of the violative conduct untif the date this AWC
is accepted by the Natlonal Adjudicatory Council { ‘NAC”) A registered principal -
of the firm shall subrmf. satisfactory proof of payment of the restitution, or of
reasonable and documentcd efforts undertaken to effect!rcstxtunon to the
COMPLIANCE ASSIS’I‘AN’I‘ LEGAL SECTION, MARKET REGULATION
DEPARTMENT, 9509 KEY WEST AVENUE, ROCKVILLE MD 20850 or in an
e-mail from a wozk—r'elated account of the registered pnnclpal to
MarketchulahonComp@f nra.org, no later than 120 dt ays after acceptance of this
AWC, Iffor any reason, Respondent cannot locate any| customer after reasonable

. end documented efforts within such period, or such add:tmnal period agreed to by
the staff, Respondcn't shall forward any undistributed rcshtu‘uon and interest to the
appmpnate escheat, unclaimed-property or abandoncd—property fund for the state
in which the customer is known to have last resided; and

(3)  Anundertaking to revise the firm’s written supervisory procedures with
 respect to the areas|described in Section LA.8 above. |W1th1n 30 business

days of acceptance, of this AWC by the NAC, 2 registered principal of the .
Respondent shall subrmt to the COMPLIANCE ASSISTANT LEGAL
SECTION, MARKET REGULATION DEPARTMEN T, 9509 KEY
WEST AVENUE, ROCKWLLE MD 20850, 2 s1gned dated letter, or an
e-mail from a work-related account of the registered pfmclpal to
MarketRegulationComp@finta org, providing the following information:
(1) a reference to thls matter; (2) a reptesentation that thc firm has revised
its written supemsoxy procedures to address the deficiencies described in
Section 1.A.8 abové; and, (3) the date the revised procedures were
implemented.

The firm agrees o 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 proposcs to pay the fine imposed.

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

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




IL

WAIVER OF PROCEDURAL RIGHTS

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

Pracedure:

A To have a Cdmplaint issved specifying the allegations against ‘thc firm;

B. T6 be notified of the Complaint and have the opportunity to answer the allegations in
writing;

C. To defend a gainst the allegations in a disciplinary hearing before a hearing panel, to have
a written record of the hearing made and to have a wntten decision issued; and

D. To appeal any such declslon to the NAC and then to the U.S. Securities and Exchange

Cotmmigsion and a U.S. Court of Appeals. . ‘

Further, the firm specifically and voluntanly waﬁres any right to claim bias or prejudgment of the

General Counsel, the NAC, or any‘member of the NAC, in connectlon with such person’s or
body’s participation in discussions regarding the teons and condxtmns of this AWC, or other
consideration of this AWC, mclndzng aceeptance ot rejection of this AWC.

The firm further specifically and voluntanly wafves any right to claim that a person violated the
ex parte prchlbltmns of FINRA Rule 0143 of the separation of ﬁmcnqns prehibitions of FINRA
Rule 9144, in connection with such person’s or hody’s participation in discussions regarding the
terms and conditions of this AWC] or other consideration of this AWC, including its acceptance

or rejection.

IIL.
OTHER MATTERS
The fism understands that:
A, Submission of this AWC 1 1 voluntary and will not resolve t]ns matter unless and until it

has been yeviewed and acoepted by the NAC, a Review Subcommlttcc of the NAC, or the
Office of Disciplinary Affairs (*ODA™), pursuant to FINRA Rule 9216; .

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

If accepted:

1. - this AWCwill bccome part of the firm’s permanent dxscxplmary record and may
be considered in any future actions brought by FINRA or any other regulator
against the firm;




2. this AWC w1]1 be made available through FINRA's pubhc disclosure program in
respanse to public inquiries about the firm’s dlsmphnary record;

3. FINRA may make a public announcement concemning ithis agreement and the

subject matter thereof in accordance with FINRA Rule 8313; and

- 4. The firm may not takc any action or make or permit to be made any public
statement, 1nch1dmg in regulatory filings or otherwise ‘denymg, directly or
Indirectly, any finding in this AWC or create the { 1mpressmn that the AWC 1s
without factual bams _The firm may not take any- posmun in any proceedmg
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 t}us provigion affects the
fum’s right to take llcga] or factual positions in lltlgauon or other legal
proceedings in which FINRA is not a party.

The firtn may attach a Corlectwe Action Statement to this AWC that is 2 statement of
demonstrable corrective steps taken fo prevent future mi sconduct The firm understands
that it rnay not deny the charges or make any statement that i is 'inconsistent with the AWC

- int this Statement. This Statament does not constitute factual or legal findings by FINRA,

nor does it reflect the views of FINRA or its staff,




The undersigned, on behalf of the Fum certifies that a person duly authonzed to act on its behalf
has read and understands all of the provisions of this AWC and has been given a full opportunity

to ask questions about it; that it ha‘s agreed to the AWC’s provisions voluntarily; and that no

offer, threat, inducement, or promise of any kind, other than the terrag set forth herein and the
prospect of avoxdmg the issuance of a Complaint, has been made to induce the firm to subrit it.

/Z/ p//o

Date 4

Reviewed by: .
Wgﬂf 2 i

Attorney Name £ {fra.. fe. follrie

Counsel for Respondent

Firm Name G erers! Counse [

Address  Fow Stadsy Crea b Fleoy, Sneke 70

City/State/Zip B, A3 S’-l"

Phone Number gog- _'?m ~f '}ég”

Actepted by FINRA:

l/.\’//:

Date

10

Responde:nt

Agee & Leach, Inc.

|
4

Naine: TArrRIcK. S. Dosay

Titte: {Tweer &‘Wﬂ:mﬂd& Lrrreer.

Signed on behalf of the
Director of ODA, by delegated authority

~y

/ A.., /pf- 4‘-'
Thomas R. Gira
Executive Vice President

Department of Market Regulation




Sterne, Agee & Leach, Ine. ("SALI™)

Execution
Time of

Exhibit A

*Final Total
Principal Order | Restitotlon
Leg | Durationh |. Amount
- 45:18:25 0:04:02 315,00
9:39:30 0:01:34 | $8.00
'9:40:12 0.02:06 | $48.00
9:40:11 0:01:52 $6.00
9:40:43 0:02:04 $78.00
—0:4533—|—0:01:31—|—$10.00—
14:55:45 0:01:40 $41.00 .
11:40:03 0:02:44 ‘NA
13:42:42 | 0:02115 $12.00
10:33:15. :01:44 $178.00
15:35:27° 0:01:45 | $456.00
11:17:42 0:01:57: $26.00
12:33:44 . 0:02:05 $9.00
15:50:10 0:03:01 N/A
14:31:47 0:01:36 | . $36.00
11:05:00 0:02:26 | - $16.00
10:34:05 | 0:102:18 $45.00
10:42:51 0:03:01 N/A
14:36:03 0:01:30 |  $2.00
14:49:13 0:01:48 NIA
13:14:54 0:07:51 . $9,50
9:49:32 0:02:50 $7.00
11:58:41 0:06:04 $28.00
14:39:35 0:02:27 $186.00
11:29:45 0:41:42 | $120.00

. 20080060105
" 2nd Quarter 2006 Market Order Timefiness Review
. Order Order | | .
) Firm Receipt | Receipt | Orderto | Order
ltem No.’| MPID Date Time Buy/Sell Size Issue |

31 - .SALI 6/2/2006 { 15:14:23 S 400 ELOS
32 SALI | 6/5/2006 | 9:37.62 S 4,000 LSCP
33 .| SALl 6/5/2006 | 9:37.58 5 2,500 LSCP
34 SALl | 6/5/2006 | 93913 S. 400 LSCP
35 _SALl B/5/2006 | 9:38:39 . S 4,000 LSCP
36 -|—SALl-—|-6/5/2006-1-9:44:02}—S— —LSCP—
37 SALL 6/6/2006 | 14:54:08 5 1,000 ELOS
38 - . SALI 8/7/2006 | 11:37:1% B 580 ALL]
39 SALI 617/2006 | 13:40:27 B 1,300 - ALLI
40 " SALL 6/7/2006 | 10:31:31 B 1,500 HERD
41 SAL) 6/8/2006 | 15:33:42 5 1,700 CKNN
42 SALI 6/8/2006 | 11:15:45 B - 500 ELOS
43 SAlLl 6/8/2006 | 12:31:39 B 250 MATR,
44 " SAL) 6/12/2006| 15:47:09 B 400 RCI
45 SAL) |8/M2/2008( 143011 B 1,800 UBET
486 * .}  SALl. -|6/13/2006 | 11:02:31 S 300 HERQ
47 SAL!. |6M3/2006 ] 16:31:47 5 2,000 QMED
48 SALl 6/14/2006 | 10:39:49 B 200 RCY

49 | SALLT |6M52006] 1413433 B 400 HURC
50 . SALI | 8/20/2006 | 14:47.26 3 1,000 ALLY
81 SALI 6/27/2006 | 1307.01 8 950 MOV
52 SALI 8/28/2006 | 9:46:42 B 1,500 BTFG
53 SALt | 8/29/2008] 11:52:37 [ 2,000 CBSS
&4 SALI 6/29/2006 ] 14:37:.08 S 2,000 HURC
55 SALl [6/30/2008 | 11:18:08 S 1,000 ABCB

Page 2 of 2

Total Restitution Due: §1,528.72




Exhiblt B

20070102842 Sterne, Agee & Leach, nc. {"SALL")
. QTGBE Best Execution Review - 15t Quarler 2067
) . e inside Bid ] Inside Ask
Trade . Execution | Contra | Contra | Report | Execution Restitutic
Jtem .| MPID | Capacity | Buy/Sell | Volume | Issue . . ) - o @ @ .
: Dafe ' ' Prics . Firm { Capacily; Time ._._Bm. Execution | Exesution Dus
1 1/4/2007 | SAL1 P S 1,400 | EBOF 0.82 DEAN A 10:47:48 | 10:47:48 - 0.80 . 0.81 $14.00
L 14 1/26/2007 | SALI P B 5,000 | URST 1.20 WDLF A 12:04:27 | 12:04:00 1.21 ) 1.25 $50.00
18 2/5/2007 | SALI P . B 181 UviH 3.90 DEAN A 11:11:21 11:17:21 3.92 3.5 $3.62
- 21 | 2/23]2007 | SAL! p B 1 10,000 | WITM 1.14 WOLF A 11:10:01 | 11:09:00 1.15 1.16 $150.00
23 2/27/2007 | SALI P S 1,000 | CYRQO. 1.128 BEST A 15:67:42 | 15:57:42 1141 1.12 $8.00
25 | 202712007 | SALI p S 195 OPTI .60 DEAN A 11:42:46 { 11:42:46 6.50 6.55 $8.75
30 | 2/27/2007 | SAL! P S 1000 | SMID 1.95 DEAN A 1912:44 | 159244 1.89 1.90. $50.00
31 2/27/2007 | SALI £ S 2,000 | ZROS 047 DEAN A 15:28:39 15:28:39 0.44 Q.45 $60.00
32 | 2/27/2007 | SALI P s 850 1 ZROS 0.49 DEAN A 15:28:40 | 15:28:40 044 | 045 $42.50"
34 3//2007 | SALI P - B 1,000 | PTSG 1.30 RAJA A 15:20:06 15:20:06 1.37 4..mw $80.00
35 3r/2007 | SALI P B~ ,_.aoo PTSG 1.30 RAJA A 15:122:42 | 15:22:42. 1.37 139 $60.00
36 anizpo7 | 8AL P B 1,000 [ PTSG 1.30 RAJA A 15:39:57 | 18:39:57 1.3 1,39 $5.00
a7 3 .ﬂaou SALI P B 1,000 | PTSG 1.20 RAJA A 164518 | 15:456:18 4.31 1.39 $5.00
40 377/2007 | SALI P B 3500 |GTAP| 284 WDLF {. A 10:10:58 10:10:46 2.65 275 - $110.00
41 /772007 | SALI} ~ P g 1,500 | GTAP 2.75. | WDLF A 14:47.058 | 14:46:56 2.65 271 §75.00
42 3/8/2007 | SALI P 3 1,000 | CPEU 320 OPCO A 10:62:22 | 10:52:22 3.18 3.19 $20.00
. 45 3792007 | SALI P S §50 SYeD 0.16 ‘DEAN A 09:30:05 £9:30:04 012 013 $25.50
47 0:00:00 | SALI P . S 1,000 .{ RPTN 1.41 DEAN A 14:17:31 11117:3 1,37 ) 1.38 $25.00
49 342112007 m&t P B. 5,000 |RNCH 1.271 WGeIF | A 10:18:44 | 10:18:14 1.30 1.31 $61.50
50 ) 3/222007 | SAL{| P B 10,000 |AMXG| 036 |WDLF A 142107 | 142100 | 0.38 0.40 $150.00
$985.87

Total Restitution Due:



Exhibif <

26080135955 . ) Steme, bmam & Leach, Inc, {"SALI")
OTCBB Besf Execulion Review {Ddalar- *o._umm_m_.v
4th Quarler 2007
' Execuilon Confra Confra- . Execution - Inside Bid @ .| Inside Ask@ -
tem No. | Trade Date MPID | Capacity | BuyiSell | Vofume | issue Price Firm__ | Copacity Time Report Time | Execution Execufion | Restitution Due
4 101712007 SALI P 5 2500 DRUG 063 DEAN A - 1322418 122216 0.801_ a.61 L §25.00-
F] 10/24/2007 - | SALI F S 2000 ) srBy 0,585 MEGD A 120403 12:04;09 0571 Y] 1000 . .
.3 +0/25/2007 SAU P B 4000 BFT1 0.42 . OPCO A 43:38:18 1898118 0.43 0.438 40.00- ..
Fl 107312007 SAL1 P ] 2500 | ALRG 082 MSCO A 12:0038 12:00:38 0,83 0.36 - 32500}
S I112/2007 SAL] P ] 200 -RBCF | 2.65000- MAX A {3:0B:55 13:08:55 280000 294000 530,00
] TA42007. | SAl P 8 800 | SHNL | 6.80000° | RAJA A 15:01:19 CRTRE] 6,55000 §,20000 326.00 .
7 11492007 ] SAL p 5 W00 | LOMO | 6hapo MSCQ A $4220; 14:20:04 63000 A4000 -
8 1172772037 SAL 3 [ 145 Uasfl_| 18.00000 | MSCO A 15:10:25- 15:10:25 ﬁ__wmﬁwc . w mumwﬂ% «wwmaw
] 11282007 SALl P S =00 M 1i] LTN A 09:30-53 30:53 21100 .2 : :
] ww.a.a[ D/2007__; SALI P 8 5 Wﬁl Iwmm%m.lllmm.x._mf A Lm,.mm"z 40:29:04 501000 8,780f0 50007
11 1211112007 SALI P 3 1000 [ SHMT | .eoqgg MSCO A 4:88:66 14:58:55 87000 48004 320,00
1 13A1/2a07 g P 5 500 SHMT _|__Boung MSCU A 45855 145858 - 87000 BA000 s10.00 |
13 12412007 _|_SA p 5 800__| SHAMT { .9teoD MSCT A 14:58,01 14:59:01 E7o00 . $10.00
14 12H112007 SAL P 5 500 SHMT t 90000, | WMSEO A 14;58:04 45 -~ .Broca 48000 10,00
15 12Aa/2007_ | SAL = s 1000 [ SHMT {80600 . 1 MSCO A 53 | 153282 | — T T 10006
1§ 121372007 SAL P 5 ] f0on | SHMT | 80000 MSCC A 15:32:32 | 15:3232 87000 9060 §10.00
17 12027/2007 ALY p B 1500 GXYF | 25000 BARD A 0603 10:00:01 25500 L2B0GO 750 |
18 1212172087 SALl 3 S 2800 | TAMG | .adagp | opcd A 11:40:41 1 1:48:41 32000 | -.33000. $25.00 .
* White the staff found that this dem was mxmnﬁmn oUlside-te-Instde market and was a BE viglalion, the foond Total Restitutlon Due $330.80

that the reslitution due for this fem was belaw $1.00, therefora the staft did not Fn__.am this ltam in its restitullon
aalculation,

Page10fl1
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2008 h{arl;et chnlatmn Examination Samp]es Exhibit D

Sterne, Agee and Leach, Inc. ("SALI")
Exam No. 20080124515
Sample Suurcell’enod* January 9 and 10, 2003

Sample Description . -
_Salcs rev.lewcd for compliance with SEC Ruls  200(g) long/short sale recording requirerients

Short Sales reviewed for compham':c with SEC Rulc 203(b) security location requirements

Trades reported to a TRF or OTCTRF for compliance with NASD Rule 6130
' 2'?7 for general trade reporting Icquumncnts

1 for Cancellation of reported trade requirements :
254 for Principal, Riskless Pnnc:pal or Apency executions affected otherwise than onan exchange
0 for compliance with the use of the PRP (Prior Reference ]?ncs) trade modifier
22 for compliance with the {'equuements of odd-lot trade reporting .
0 for compliance with the use of the RA trade modifier (prices a%vay from the market)
0 for compliance with the u.lse of the .R¥ trade modifier (cxcrclse! OTC options eoniract)
0 for compliance with SEC 34 Act Section 28(c) puidelines re.latmg to Soft Dollar Agreements

33 for Sale Indicator reguirements

Disclosures to custommers relating to trading in the Extended Hours session for complianee with Nasdaq Rule 4631

Orders entered into Nasdaq Exchange execution systems for compliance with Nasdag Rulm 4755 and 2110

Limit orders for NMS securities in which the mcmber acls as an exchangc market makér for compliance w1f:h the
display requirements of SEC Rules|602 and 604 and Nasdag Rule 3390

Ordcrs for comphance with best execution requirements of NASD Rule 2320

0 Orders executed as principal for It:omphanc;na NASD Rule 2320 and w:th the ordef protection requirements of
NASD Rules 2110, IM-2110-2, 211 1, 6541 and Nasdaq Rules 2110, IM»-2110—2, and 2111 -
10 'Not Held' orders for compliance with NASD Rule 2320 andNasdaq'Rule 2320 best execution requircments

10 Customer orders in OTC eqmtjq secutities for compliance with NASD Rules 2320 and 3110(b) requirements ta
agcertain and document best interdealer market related to exeoution of orders

Open Limit orders to buy and/or open Stop ordlers to sell securities that traded ex-dividend for comphanp,e with
NASD Rule 3220 and Nasdaq R.ulc 4761 .

Order memoranda and Net Tradmg‘ agrecments for compliance with NA SD Rule 2441 requirements

' Orders'in securities reqmred to be submitted to OATS for compliance with NASD Rulcs 6954 and 6955 and
Nasdaq Rules 6954 and 6955 requirements

Customer confirmations prepared and maintained in comnection with select samples

6 for comphance. with SEC Rule lﬂh 10 disclosure requirgments
0 for comphancc thh SEC '34 At Section 28(e) guidelines relating to|Soft Dollar Agreerents

wamizee ntharwive nofed - lof2
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2008 Ma: let Regnlatmn Examination Samples - Exhibit D
Sterne, Agee and Leach, Inc. ("SALI")
¥xam No, 20080124515 -

Sample Source/Period*: January 9 and 16, 2008

.S'amp le Description

Orders for NMS securities in which the Flrm actsasa markct center for colnpliance with SEC Ruls 605 order
classification requirements

Data sets published for the Dccember 2007 monthly order execution report for compliance with SEC Rule 605
requirement to pubhsh accurats data (a'data set’ encompasses all requived statistical data for single secwrity and
order typefsize category as descnbed in SEC Rule 605) ) :

. Orders underlying data sets tewewed for December 2007 for NMS secunues in which the Fimm acts as a ma:kct

center for compliance with SEC Rule 605 order classification rcquuaments

" Quarterly Rbuﬁ.ng Report for' the guarter ending June 2008 té ensure compliance with SEC Rule 606 requirements

CRD registration yecords for perso'm? conductirg and/or supervisimg Firm's trading end/or market maldng activities
for compliancc with NASD Rule Series 1020, 1030, 1040 and Nasdaq Rule Series 1020, 1030, 104D

Member's "Regular & Rjgorous" Teview- procedarcs rc.ga.rdmg order execution quahty for compliance wuth NASD
Rules 2320 and 3010 .

Member's supemsory system, written supervisory procedures ("WSPs") and dooumentation cwdencmg execution
of the WSPs for compliance with NASD Rule 3010 requirements ,

Meémber's.supervisory and operatlonal policies and procedures and documentanon evidencing execution of the
policies and procedures for comphanc.e with SEC Regulation NMS Rules 610 611, am:l 612

Records prepaxcd and maintained in r:.onnectmn with the above samples for comphance thh SEC Rules 17a-3 and
17a-4 and NASD Rule 3110 .

Farn athoinniva vniod 20f2




_ Exhibit E
2009 Marlket Regulation Examination Samples '

Sterne, Agee Leach, Yne. ("SALI")
. Exam No. 20090170151
Review Period*: August 12,2009 - Angust 13, 2009

Sample : .
Sze - sample Descripuun )
72 Saleg reviewed for compliance with SEC Rule 200(g) long/shart sale recording requirements
i Short Sales raviel:'-w::d for compliance w_ith SEC Rule 26303) éemri{.y Ioc:ation reqoirements
0o - Sales rviewed for sompliance-with SEC Rule 204 fal-to-deliver roatirements
62 _+ Bell frades reported to a TRF or OTCRF for compliance with szle mdxcatorwqu:mments FINRA Rules 6182 or
6624 .
19 . " Sell brders entered into Nasdalq Bxchange execution system for mmpha.ncc with, Nasdaq Rule 4755(a)(1)(A)
long/short reporting roqmremcnts
19 Buy and Sell orders entered into Nasdaq Exuhange exccution gystem for compl:ance with Nasdaq RuIe 4511
capacily repotiing requir amcmts
8 - ' Sell orders entersd into BATS Exchange execution gystem {or compliance with BATS Rule 11.19 fongfshort
g re,penmg rcqmrsmcnis J
0 _ Limit orders for NMS sccurmcs in which the member acts as an exchange market maker for compliance with the
" display requirements of SEC Rules 602 and 604, and WNasdaq Ruls 3390
2 . 'Orders for comphanoc with best execution requitements of NASD Rule 2320
0 ‘Held orders from the Held Orde.r Protection Review
12 Not Held orders from the Nnt Held Order Review
0 Order executed with a .PRP (Pnor Reference Price) trade modifier
10 Custoiner arders in OTC equ;ty securities for compliance with NASD Rule 31 IO(b) requiremnents to ascertain
' and document best interdealer maﬂcet related to execution of orders
G5 Orders for-compliance with order protcc.hon reqmrcments of NASD Rule.s 21140, Dv-2110- 2, 2111, and Nasdag
- Rules 2110, IM-2110-2, and 2111 .
2 ' Opean Limit orders to buy and/or open Stop orders to sell securities that traded ex-dividend for compliance with
NASD Rule 3220 and Nasdag Rule 4761
0 - Order memoranda and Met Trad.i.ng agrccments for compﬁance with NASD Rule 2441 raquitcmems
52 Orders in se.cnnﬁes réquired to bF submitted to OATS for comphanoc with FINRA Rules 7440 and 7450, and
- Nasdaq Rules 6954 and 6955 requirements
9 cgstgmef confirmations prepared and maintained fn connection with select samples for compliances with SEC Rule
10b-10
¥ynless otharwise noted

2008 Varsian 20} - Seotenber 1, 2089
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Exhibit B
2009 Marlket Regulation Examination Samples

Sterne, Agee Leach, Inc. (“SALI“)
) Exam No, 20090170151
Review Period*: August 12, 2009 - Augast 13, 2009

Sdmgle Description

Orders for NMS securities in which the Pirm acts as a market center for comphanca with SEC Rule 605 order .
classification requirements

Data sefs published.for July 2009 monthly order execution report for complance with SEC Rule 605 raquirement

- to publish accurate data (a 'data set’ encompasses alf required statistical data for single security and order type/size

category as described in SEC Rule 605)
Quarterly Raonting Report for cormnpliance with SEC Rule 606 requiramients

CRD registration records for persons conducting and/or supcrwsmg Firm's tradmg and/ar,market making activitics

for sompliance with NASD Rule Series 1020, 1030, 1040; Nasdaq Rule Series 1020, 1030, 104D, and BATS Rule
114

Customer orders in OTC aqmty securities for eomphance with NASD Rule 3110(b) requiremcnts fo ascertain and -
doctment best interdealer market relatéd to execution of orders

Disclosures to customers relating to trading in the Extended Hours seasion for compliance with FINRA Rule 2265
and Nasdag Rule 4631

Records prepared and maintained in connection with the above samples for compliance with SEC Rules 172-3 and
1724, and NASD Rule 3110

Trades reported to a TRF or OTCR¥ for compliznce with FINRA Rules 6380A and 7230A or 6622 and 7330

Member's "Regular & Rigorous" review procedures regarding order execution quality for compliance with NASD
Rules 2320 and 3010

Mesmbher's supervisory aud op@ra.t:onal policies and procedures and documcntahon evidencing execution of the
policies and procedures for comphanoa with SEC Reg‘nla;mn NMS Rule 611

‘Member's supervlsory gystem, written supervisory procedures ("WSPs") and documentation ewdemmg execution

of the WSPs for compliance with NASD Rule 30 10, Nasdaq Rule 3010, lor BATS Rule 5.1 requitements

2009 Version 2.0 - Seplember 1, 2009



