
FINANCIAL INDUSTRY REGULATORY AUTHORITY 
LETTER OF ACCEPTANCE, WAIVER AND CONSENT 

NO. 20060060105-01 

TO: Department of Market Regulation 
Financial Industry Regulatory Authority ("FINRA") 

RE: Sterne, Agee & Leach, Inc.. 
Broker-Dealer 
CRD No. 791 

Respondent 

Pursuant to FINRA Rule 9216 of-FINRA's Code of Procedure, Sterne, Agee & Leach, Inc. (the 
"firm") submits this Letter of Acceptance, Waiver and Consent ("AWC1) for the purpose of 
proposing a settlement of the alleged rule violations described below, pris AWC is submitted on 
the condition that, i f accepted, FINRA will not bring any future actions against the firm alleging 
violations based on the same tactual findings described herein. 

I. 

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 
behalf 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 entry of the following findings by FINRA: 

BACKGROUND 

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

RELEVANT DISCIPLINARY HISTORY 

A. 

On November 10,200S, an AWC became final pursuant to which the firm was censured 
and fined $53,000 for violations of SEC Rules 605 of Regulation NMS ($12,500) and 
10b-10 ($7,500), MSRJB Rule G-14 ($18,000), and NASD Rules 2110 and 6230 ($7,500), 
and NASD Rule 6995 ($10,000). 

FACTS AND VIOLATIVE CONDUCT 

Best Execution 

In Market Regulation Review No. 20060060105, the staff conducted a review of the 
firm's compliance with NASD Rules 2111 (a) and 2320 for the 
through June 30,2006. 

period April 1,2006 

STAR No, 20060060105 (inch 20070102842,20080135995,20070077502, 20070099962,20060074926, 
20080163831,20090189416,20090192362,20090193840,20090205633, 20080124515,20090170151) 
12.8.10(lad) 
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In 55 instances, the firm failed to execute orders folly and promptly. The 
conduct described in this paragraph constitutes separate and distinct 
violations of NASD Ruies 2110 and 2111 (a). 

In 36 transactions for or with a customer, the firm failed to use reasonable 
t I [ 

diligence to ascertain the best inter-dealer market and failed to buy or sell 
in such market so that the resultant price to its customer was as favorable 
as possible under prevailing market conditions, as reflected on Exhibit A 
which is attached. The" conduct described in this paragraph constitutes 
separate and 'distinct violations of NASD Rules 2110 and 2320. 

Best Execution 

In Market Regulation Review No. 20070102842, the staff conducted-a review of .me 
firm's compliance with NASD Rule 2320 for the period January 1,2007 through March 
31,2007. 

3. In 20 transactions for or with a customer, the firm failed to use reasonable 
diligence to ascertain the best inter-dealer market and failed to buy or sell 
in such market so that the resultant price to its customer was as favorable 
as possible under prevailing market conditions, as reflected on Exhibit B 
which is attached. The conduct described in this paragraph constitutes 
separate and distinct violations of NASD Rules 2110 and 2320. 

Best Execution 

In Market Regulation Review No. 20080135995, the staff conducted a review of the 
film's compliance with NASD Rule 2320 for the period October 1, 2007 tlirough 
December 31,2007. ' 

4. In 18 transactions for or with a customer, the firm failed to use reasonable 
diligence to ascertain the best inter-dealer market and tailed to buy or sell 
in such market so that the resultant price to its customer was as favorable 
as possible unjier prevailing market conditions, as reflected on Exhibit C 
which is attached. The conduct described in this paragraph constitutes, 
separate and distinct violations of NASD Rules 2110 and 2320. 

OATS Reporting 

In Market Regulation Review No. 20070077502, the staff conducted a review of the 
firm's compliance with NASD Rule 6955 for the period July 1,2006 through September 
30,2006. 

5. During the review period, the firm transmitted to the Order Audit Trail 
System ("OATS") 9,273 Reportable Order Events ("R<)Es") that were 
rejected by OÂ TS for context or syntax errors and were repairable. The 
firm failed to repair 8,929 of these rejected ROEs during the review 
period, representing 96 percent of all rejected repairable ROEs. As a 



result of the firm's failure to repair these ROEs, the firm failed to transmit 
8,929 ROEs to OATS, during the review periodi The conduct described in 
this paragraph constitutes separate and distinct violations of NASD Rule 
6955(a). 

OATS Reporting 

In Market Regulation Review No. 20070099962, the staff conducted a review of the 
firm's compliance with NASDRule 6955 for the period April 
2007. 

1,2007 through June 30, 

6. During the review period, the firm transmitted to OATS 2,390 ROEs that 
were rejected by OATS' for context or syntax errors and were repairable. 
The firm failed to repair 620 of these rejected IlOEs during the review 
period, representing 26 percent ofall rejected repairable 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 
-days. The conduct described in this paragraph 
- distinct violations of NASD Rule 6955(a). 

Short Interest Reporting 

the required five business 
constitutes separate and 

In Market Regulation Review No. 20060074926, the staff conducted a review of the 
firm's compliance withN^SD Rule 3360 for the period August 15,2006 through 
September 15,2006. 

7. . The firm failed to report its short interest positions to NASD in 238 OTC 
equity securities for the month of August 2006] and 196 OTC equity 
securities for the month of September 2006. The conduct described in tins 
paragraph constitutes separate and distinct violations of NASD Rule 3360. 

8. The firm's supervisory system did hot provide for supervision reasonably 
. designed to 'achieve compliance with respect to the applicable securities 

laws and regulations, and the Rules of NASD, concerning short interest 
reporting. Specifically, the firm's supervisory system did not include 
written supervisory procedures providing for; (1) the identification of the 
person(s) responsible for supervision with respject to the applicable rules; 
(2) a statement of the supervisory step(s) to be taken by the identified 
persori(s); (3) a statement as to how often such person(s) should take such 
step(s); and[(4) a statement as to how the completion of the step(s) 
included in the written supervisory procedures|sliould be documented. 
The conduct described in this paragraph constitutes violations of NASD 
Rules211oW3010. 
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TRACE Late Trade Reporting 

In Market Regulation Review No, 20080163 831, the staff conducted a review of the 
firm's compliance with NASD Rule 6230 for the period July j , 2007 through September 
30,2007. 

•9. During the review period, the firm failed to report to TRACE the correct 
contra-partv's identifier for 303 transactions m] TRACE-eligible securities. 
These transactions constituted 30.3 percent of the inter-dealer transactions 
in TRACE-eligible securities that the firm reported to TRACB during the 
review period. The conduct described in this paragraph constitutes 
separate and distinct violations of NASD Rule 6230(c)(6). 

TRACE Late Trade Reporting 

In Market Regulation Review No. 20090189416, the staff conducted a review of the 
firm's compliance with FINRA Rule 6730 relating to late reporting of transactions to 
TRACE for the period January 1,2009 through March 31,2009. 

10. During the review period, the firm failed to report to TRACE 1,057 
transactions inTRACE-eligible securities within 15 minutes of the time of 
execution. These late transactions constituted 41.56 percent of the 
transactions in TRACE-eligible securities that the firm reported to 
TRACE during the review period using its market participant identifier, 

.. MPID, SAllc. The conduct described in this paragraph constitutes 
separate and distinct violations of FINRA Rule 6730 and a pattern or 
practice of late reporting without exceptional circumstances in violation of 
FINRARule2010.. 

TRACE Execution Time Reporting 

hi Market Regulation Review No. 20090192362, the staff conducted a review of the' 
firm's compliance with FINRA Rule 6730 relating to the accuracy of transactions 
reported to TRACE for the1 period January 1,2009 through March 31,2009. 

1L During the review period, the firm failed to report to TRACE the correct 
time of trade execution for 108 transactions in TRACE-eligible securities. 
These inaccurate reports constituted 37.8 percent of the 286 inter-dealer 
transaction reports that the firm submitted to TRACE using its MPID, 
SALC, during die review period. The conduct [described in this paragraph 
constitutes separate and distinct violations of FINRA Rule 6730(c)(8). 

• 12. During the review period, the firm foiled to report to TRACE 75 
transactions' in TRACE-eligible securities within 15 minutes of the time of 
execution. These late transactions constituted 26.2 percent of the 286 
matched inter-dealer transaction reports that the firm submitted to TRACE 
using its MPID, SALC, during the review period. The conduct described 
in this paragraph constitutes separate and distinct violations of FINRA 
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Rule 6730(a) and a pattern or practice of late reporting without 
exceptional circumstances in violation of FINRA Rule 2010. 

Municipal Trade Reporting 

In Market Regulation Review No. 20090193840, the star? conducted a review of the 
firm's compliance with MSRB Rule G-14 for the period Apri 
2009. 

1,2009 through June 30, 

information to the Real-
that it was not required to 

13. In 167 instances, the firm improperly reported 
• time Transaction Reporting System ("RTRS") 
report. Specifically, die firm improperly reported to the RTRS 167 
alio cations | of block transactions effected in municipal securities to 
customer accounts, when it should have reported ten block transactions. 
The conduct described in this paragraph constitutes separate and distinct 
violations of MSRB Rule G-14. 

Municipal Trade Reporting 

In Market Regulation Review No. 20090205633, the staff conducted a 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 transactions constituted 19.51 
percent of the total number of block transactions that the firm reported to 
RTRS during the review period. The conduct described in this paragraph 
constitutes separate and distinct violations of MSRB Rule G-14. 

2008 TMMS 

In Trading and Market Making Surveillance Examination 20080124515, the staff 
conducted a review of the firm's trading and market making activities for trade dates 
January 9-10,2003. A description of the areas reviewed by the staff is attached to this 
AWC as Exhibit D. 

15. During the review period, the firm transmitted to OATS 13 reports that 
contained inaccurate, incomplete, or improperly formatted data. 
Specifically, in four instances the firm reported incorrect order entry 
times; in rive instances, the firm failed to submit desk reports; in three 
instances, jthe 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 
paragraph! constitutes separate and distinct violations of NASD Rule 
6955(a). 

-5 



16. During the review period, the firm executed 1 short sale orders and failed 
to properlyimark the orders as short. The conduct described in this 
paragraph constitutes separate and distinct vio 
of Regulation SHO. 

17. 

ations of SEC Rule 200(g) 

For the month of December 2007, the fiim made available a report on the 
covered orders in national market system securities that it received for 
execution from any person. This report contained inaccurate information 
because it included "not held" order execution1 information, which, by 
definition, is excluded from SEC Rule 605 of Regulation NMS order 
execution statistics. The conduct described in (this paragraph constitutes 
separate and distinct violations of SEC Rule 605 of Regulation NMS. 

2009 TMMS 

In Trading and Market Making Surveillance Examination 20090170151, the staff 
conducted a review of the firm's trading and market making activities for trade dates 
August 12,2009 through August 13,2009. A description of the areas reviewed by the 
staff is attached to this AWC as Exhibit E. 

18. For the month of July 2009, the firm made available a report on the 
covered orders in national market system securities that it received for 
execution from any person.' This report contained inaccurate information 
because it included "child" order execution information. The report also 
included incorrect order size quantities. The conduct described in this 
paragraph constitutes separate and distinct vio! 
RegulationiNMS. 

ations of SEC Rule 605 of 

The firm 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 NÂ SD Rules 2110 and 2320 in 20070102842; 
$10,000 for NASD Rules 2110 and 2320 in 20080135995; 
$12,500 for NASD Rule 6955(a) in 20070077502; 
$12,500 for NASD Rule 6955(a) in 20070099962; 
$10,000 for NASD Rule 3360, and $5,000 for NASD Rules 2110 and 
3010 in 20060074926; 
$5,000 for NASD Rule 6230(c)(6) in 2008016383 
$15,000 for FINRA Rules 2010 and 6730 in 20090189416 and 20090192362; 
$10,000 for MSRB Rule G-14 in 20090193840; 
$10,000 for MSRB Rule G-14 in 20090205633; 
$5,000 for NASD Rule 6955(a), $5,000 for SEC Rule 200(g) of Regulation 
SHO, and $10,000 for SEC Rule 605 of Regulation NMS in 20080124515; and 
$20,000 for SEC Rule 605 of Regulation NMS in 20090170151; 



(2) Restitution by Respondent to the customer accounts referenced on Exhibit A in the 
amount of $1,528.7^ (20060060105); Exhibit B in the amount of $985.87 
(20070102842); andjExhibit C in the amount of $339.80 (20080135995), plus 
interest at the rate set forth in Section 6621(a) of the Internal Revenue Code, 26 
U.S.C. 6621(a)(2), from the date of the violative conduct until the date this AWC 
is accepted by the National Adjudicatory Council ("NAfc"). A registered principal 
of the firm shall submit satisfactory proof of payment of the restitution, or of 
reasonable and documented efforts undertaken to effectlrestitution, to the 
COMPLIANCE ASSISTANT, LEGAL SECTION, MARKET REGULATION 
DEPARTMENT, 9509 KEY WEST AVENUE, ROCKyiLLE, MD 20850 or in an 
e-mail from a work-related account of the registered principal to 
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 efforts 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; and 

(3) An undertaking to revise the firm's written supervisory procedures with 
respect to the areas described jn. Section I.A.8 above, j^ithin 30 business 
days of acceptance of this AWC by the NAC, a registered principal of the 
Respondent shall submit to the COMPLIANCE ASSISTANT, LEGAL 
SECTION, MARKET REGULATION DEPARTMENT, 9509 KEY 
WEST AVENUE, ROCKYILLE, MD 20850, a signed, dated letter, or an 
e-mail from a work-related account of the registered principal to 
MarketRegulationGomp@finra.org, providing the following information: 
(1) a reference to ttris matter; (2) a representation that the firm has revised 
its written supervisory procedures to address the deficiencies described in 
Section I.A.8 above; and, (3) the date the revised procedures were 
implemented. 

The firm agrees "to pay the monetary sanction(s) upon notice that this 
and mat such payments) are due and payable. It has submitted an E" 
showing the method by which it proposes to pay me fine imposed. 

AWC has been accepted 
ection of Payment form 

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 sha! 1 be effective on a date set by FINRA staff. 
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IL 

WAIVER OF PROCEDURAL RIGHTS 

The firm specifically and voluntarily waives the following rights granted under FINRA's Code of 
Procedure: 1 1 

A. 

B. 

C. 

D. 

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

T6 be notified of the Comp 
writing; 

aint and have the orrportunity to answer the allegations in 

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 

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 anylmember of the NAC, in connection with such person's or 
body1 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 9144, 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 its acceptance 
or rejection. 

III. 

OTHER MATTERS 

The firm understands that: 

A. Submission of this AWC is voluntary and will not resolve mis matter 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 

C. 

the allegations against the 

If accepted 

irrn; and 

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

3. 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 attach 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 iŝ  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. 

9 



The undersigned, on behalf of the Firm, certifies that a person duly authorized 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 has agreed to the AWC's provisions voluntarily; and that no 
offer, threat, inducement, or promise of any kind, 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. 

Date 
JZ//0//0 

Reviewed by: 

Respondent 
Steraê Agee & Leach, Inc. 

ame: ^jnticK -5. Dc6A/J 

Title: /Wf C^MPi-tA/dCE- Cfrrtf/L 

Attorney Name foffc*^ /ct 

Counsel for Respondent [. 
Firm Name Ox**#*i \ 
Address &*Jkr C~* 7 # * 
City/State/Zip -$ 
Phone Number p ^ - i ^ -

Accepted by FINRA: 

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

Thomas R. Gira1 

Executive Vice President 
Department of Market Regulation 

3D 
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Samvle 
Size 

19 

1.4 

310 

20 

0' 

0 

50 

2008 Market Regulation Examination Samples Exhibit D 
Sterne, Agee and Leach, Inc. {"SALT')1 

. | Exam No. 20080124515 | 
Sample Source/Period*: January 9 and 10,2008 

Sample Description 

Sales reviewed for compliance with SEC Rule 200(g) long/short sale recording requirements 

Short Sales reviewed for compliance with SEC Rule 203(b) security location requirements 

Trades reported to a TRF or OTCTRF for compliance with NASD Rale 6130 
277 for general trade reporting requirements 

1 for Cancellation of reported trade requirements 
254 for Principal, Riskles9 Principal, or Agency executions effected otherwise than on an exchange. 
0 for compliance with the use of the JPRP (Prior Reference Price) trade modifier 
22 for compliance with the requirements of odd-lot trade reporting 
0 for compliance with the use of the .RA trade modifier (prices away from the market) 
0 for compliance with the use of the .RX trade modifier (exercise OTC options contract) 
0 for compliance with SEC |'34 Act Section 28(e) guidelines relating to Soft Dollar Agreements 

33 for Sale Indicator requirements 

Disclosures to Gtistomers relating to trading in the Extended Hours session for compliance with Nasdaq Rule 4631 

13 Orders entered into Nasdaq Exchange execution systems for compliance with Nasdaq Rules 4755 and2M0 

Limit orders for NMS securities in which the member acts as an exchange market maker for compliance with the 
display requirements of SEC Rules 602 and 604 and Nasdaq Rule 3390 

Orders for compliance with best e5tecution requirements of NASD Rule 2320 
0 Orders executed as principal for compliance NASD Rule 2320 and with the order protection requirements of 
NASD Rules 2110, M-2110-2,2U1, 6541 and Nasdaq Rules 2110,1^1-2110-2, and211X 
10 'Not Held' orders for compliance with NASD Rule 2320 andNasdaqjRule 2320 best execution requirements 

10 Customer orders in OTC equity securities for compliance with NASD Rules 2320 and 3110(b) requirements to 
ascertain, and document best interdealer market related to execution of orders 

Open Limit orders to buy and/or open Stop orders to sell securities that traded ex-dividend for compliance with 
NASD Rule 3220 and Nasdaq Rule 4761 

Order memoranda and Net Trading agreements for compliance with NASD Rule 2441 requirernertts 

Orders'in securities required to he submitted to OATS for compliance with NASD Rules 6954 and 6955 and 
Nasdaq Rules 6954 and 6955 requirements 

Customer coirfinnations prepared and maintained in connection with select samples 
6 for compliance with SEC Rule 10b-l0 disclosure requirements 
0 for compliance with SEC *34 Act Section 28(e) guidelines relating to Soft Dollar Agreements 

* imixre nthtrwive naiad 



Sample 
Size 

25 

28 

2058 Market Regulation Examination Samples 
Sterne, Agee and leach, Inc. ("SALI") 

I Exam No. 20080124515 
Sample Source/Period*: January 9 and 10, 

Exhibit D 

2008 

Sample Description 
Orders for NMS securities in which 
classification requirements 

the Firm acts as a market center for compliance with SEC Ruts 605 order 

Data sets published for the December 2007 monthly order execution report for compliance with SEC Rule 605 
requirement to publish accurate data (a 'data set1 encompasses all'required statistical data for single security and 
order type/size category as described in SEC Rule 605) 

Orders underlying data sets reviewed for December 2007 for NMS securities in which the Firm acts as a market 
center for compliance with SEC Rule 605 order classification requirements 

Quarterly Routing Report for the quarter ending June 2008 to ensure compliance with SEC Rule fi06 requirements 

10 CRD registration records for persons conducting and/or supervising Firm's trading and/or market making activities 
for compliance with NASD Rule Series 1020; 1030,1040 and Nasdaq Ru ,e Series 1020, 1030,1040 

A l l Member's "Regular & Rigorous" review procedures regarding order execution quality for compliance with NASD 
Provided. Rules2320and3010 

A l l Member's supervisory system, written supervisory procedures ("WSPs") and docaimeutation evidencing execution 
Provided.' of the WSPs for compliance with NASD Rule 3010 requirements 

A l l Members-supervisory and operational policies and procedures and argumentation evidencing execution of the 
Provided policies andpiocedures for compliance with SEC RegulationNMS Rules <S10,.6l 1, and 612 

205 Records prepared and maintained in connection with the above samples for compliance with SEC Rules 17a-3 and 
17ar4andNASD Rule 3110 

2 on 



Exhibit E 

Sample 
Size • 
72 

I 

0 

62 

19 

19 

22 

65 

0 

52 
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2009 Market Regulation Examination Samples 
Sterne, Agee Leach, Inc. ("SALI") 

Exam' No. 20090170151 
Review Period*: August 12,2009 - August 13,2009 

Sample D&scrtpttuiL 

Sales reviewed for compliance with SEC Rule 200(g) long/short sale recording requirements 

Short Sal es reviewed for compliance with SEC Rule 203(b) security location requirements 

Sales reviewed for compliance.wilh SEC Rule 204 fail-to-deliver requirements 

Sell trades reported to aTRF or OTCRF for compliance with sale indicator requirements, FINRA Rules 6182 or 
6624 

Sell orders entered into Nasdaq Exchange execution, system for compl 
long/short reporting requirements 

j ancc with Nasdaq Rule 4755(a)(1)(A) 

Buy and Sell orders entered into Nasdaq Exchange execution, system for compliance with Nasdaq Rule 4611 
capacity reportio-g requuements 

Sell orders entered into BATS Exchange execution system. &T compliance -with BATS Rule 11.19 long/short 
reporting requirements 

limit orders for NMS securities in which the member acts as an exchange market maker for compliance with the 
display requirements of SEC Rules 602 and 604, and Nasdaq Rule 3390 

Orders for compliance with best execution requirements of NASD Rule 2320 
"0 "Held orders from the Held Order Protection Review 
12 Not Held orders from the Not Held Order Review 
0 Order executed with a JRP (Prior Reference Price) trade modifier 
10' Customer orders in OTC eqiijty securities for compliance with NASD Rule 3110(b) requirements to ascertain 
and document best interdealer market related to execution of orders 

Orders for-compliance witti order protection requirements of NASD Rules 2110, U/I-2110-2,2111, and Nasdaq 
Rules 2110, IM-2H0-2, and2111 

Open TJnirt orders to buy and/ox open Stop orders to sell securities that traded ex-dividend for compliance with 
NASD Rule 3220 and Nasdaq Rule 4761 

Order memoranda and Net Trading agreements for compliance with NASD Rule 2441 requirements 

Orders in securities required to be submitted to OATS for compliance with FINRA Rules 7440 and 7450, and 
Nasdaq Rules 6554 and 6955 requirements 

Customer confirmations prepared and maintained in connection with select samples-for compliance with SEC Rule 
lOb-10 

* vnleis otherwise noted 
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Exhibit E 

Sample 
•Size 

2-5 

13 

10 

197 

650 

" A l l 
Provided 

A l l 
Provided 

A l l 
Provided 

2009 Market Regulation Examination Samples 
Sterne; Agee Leach, Inc. ("SALI") 

| Exam No. 20090170151 
Review Period*: August 12,2009 - August 13,2009 

Sample Description 
Orders for NMS securities in which the Firm acts as a market center for compliance with SEC Rule 605 order . 
classification requirements 

Data sets published for July 2009 monthly order execution report for compliance with SEC Rule 605 requirement 
to publish accurate data (a 'data set1 encompasses all required statistical data for single security and order type/size 
category as described in SEC Rule 605) 

Quarterly Routing Report for compliance with SEC Rule 606 requirements 

CRD registration records for persons conducting and/or supervising Firm's trading and/or, market making activities 
fox compliance with NASD Rule Series 1020,1030,1040; Nasdaq Rule Series 1020,1030,1040; and BATS Rule 
11.4 

Customer orders in OTC equity securities for compliance with NASD Rule 3110(b) requirements to ascertain and' 
document best interdealer market related to execution of orders 

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

Records prepared and maintained in connection with the above samples for compliance with SEC Rules 17a-3 and 
17a-4, and NASD Rule 3110 

Trades reported to a TRF or OTCRF for compliance with FINRA Rules 6380A and 7230A or 6622 and 733 0 

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

Member's supervisory and operational policies and procedures and documentation evidencing execution of the 
policies and procedures for compliance with SEC Regulajion NMS Rule 611 

•Member's supervisory system, written supervisory procedures ("WSPs") and documentation evidencing execution 
of the WSPs for compliance with NASD Rule 3010, Nasdaq Rule 3010, or BATS Rule 5.1 requirements 

• • loi/esi otherwise noted 
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