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TO:  Department of Enforcement s
Pinancial Industry Regulstory Authority (“FINRA") e
RE:  Eric L. Small, Respondent
General Securities Principal
CRD No. 2140208

Pursugnt to FINRA Rule 9216 of FINRA's Code of Proced 1re, I, Eric L. Smaall, subanit this
Letter of Acceptance, Waiver and Consent (“AWC®) for the parpose of proposing a settlement of
the alleged rule violations descxibed below. This AWC is submitied on the condition that, if
Wmmmmgmmmﬁmqmmmmaﬂemmwmwmm
seme factun! findings described herein.
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ACCEPTANCE AND CONSENT

I hereby nccept and consent, without admitting or denying the findings, snd soicly
for the paxposes of thia proceeding and any other proceeding brought by or on
behalf of FINRA, or to which FINRA it 2 pany, prior to a hesring and without an
adjudication of any iswue of law or fact, to the entry of the following findings by

BACKGROUND

From March 18, 1994 through Angust 10, 200\, I was registzred with FINRA asa
Qeneral Seaurities Representative (“GSR™), General Securities Principal (“GSP")
and Municipel Representative (*MR™) through an association with former
member-firm SBK-Brooks Investment Corp, (CRD No., 35851)%“8BK™).

Since Avgost 12, 2009, I have been registered with FINRA as 2 GSR, GSP, MR
and MP through an association with another ny-mber fitm,

1 have no relevant disciplinary history with the Securifics and Exchaunge
Commission, any siate agenoy or swy self-regulstoxy oxganization.



All registercd PINRA rcsearch analysts mmst be supervised by a Research
Principal who will be required, in addit.on to passing the GSP (Series 24)
exant, to also pass either Part [T of the Fesearch Analyst Exam-Ragulation
{Sericg 87) or the NYSE Supervisory Anudyst Examination (Series 16).

During October 21, 2005 through Avgust 5, 2007, while T 'was the
President, Chief Excoutive Officer (“CH()”) and Chief Compliance
Officer (“CCO”) of fonmer member fitrn SBK, I was registered as a GSP,
but } was not registered as a Research Analyst or a Research Principal.
Nonethelezs, I supervised e conduct of-te fixm’s two research anakysts,
incinding approving the 26 research repo 1s thay prepared and that SBK
fsgued.

By reason of the foragoing, I violated NASD Membership and
Registration Rule 1022(2)(5) and NASD Conduct Rule 2110.

From Qctober 2005 through Septemaber 2007, while I was the President,
~ CBO and CCO of SBK, I failed to establish and maintsin adequate -

supervisory procedures:

a. concaning the review of emall ceerespondence. (1 was the only
person at the firm with access to seview the email conespondence
of SBK’s registered representatives. 1 reviewed the email
correspondence of only six of th: firm®s 25-30 registered
represeniatives, and I-did not do so on a regular basis),

b. conceming the review of incoming 20d outgoing hard copy
coirespandence at the Srm’s branch offices in Cleveland, Ohio;
Mmupoﬂs,hﬁmqnannsrmmﬂmi‘ums,Aﬂmta,

Alsbagaa: Dughat, Noxth Caroling; Detroit,
mmmmhmom {1 was in charge of reviewing hard
copy corfespondence at those breich offices. 1 reviewed such

carrespondence only once per yerr),

o  comoeming the review of the cutside investment activity of
registeved representatives st the firm. (Alhough the firm collected
some dommentation related to that activity, ke account
staternemts and trade confinnatios s, no one at the firm cvaluated
the Information collected).

While the firm’s procedures did state th: all correspondence mugt be
reviewed by a supervisory principal, those procedures were not reasonably
designed to achieve complance with applicable securities laws and
regulations and with applicable NASD n.les; they were inadcguste in that



theymmmimdinmﬁdentmﬂmmrﬁnshowendmmhmiem
wese to occur, The firm had no written upervisory procedures addressing
he yeview of outside brokerage accounts.

By reason of the foregoing, § violated NASD Rules 3010(s), 3010(d) and
2110,

3 From October 2005 through September 2007, while I was the President,
CEO and CCO of SBE, I fuilsd to ustablish, meintsin and enforce

mqmwmmmwmdmdwmmw

a NASD Conduct Rule 3012(&)(2}:!!)mditsmqummﬂmt
memnbers establish, meintain and enforce procedures reasonably
designed to teview and monitor inmsmittals of fands or securities
between customers and registere:) representatives. Although SBK's

discussed this requirement, the procedures were
in that they contained insufficient detail concerning
how and when the review and modtoring would occur.

b. NASDCMMMH(&)(Z}}:)MBWM& :
analygis and detenpination of whether producing branch office
mwmmmmﬁwwmm :
Although SBK’s procedures discngsed this requircment, the
procedures were inadeguate in that they contained insufficient
detail concezoing how and when the analysis and detetmjination
would occor,  There were two picducing managers st SBX, during
. tha review perod, inchuding me,

By reason of fhe foregoing, 1 violated NASD Conduct Rules
3012(a)(2)(B) and (C), 3010(b) and 2110,

1 algo comaent ta the imposition of the following anctions:

s A fins in the amount of $17,500, and

» A suspension in all principal capacities for tra) (10) busincss days.

1 agree to pay the monetary sanction upor notica that this AWC has besn zccepted
end thet such payment is duo and payable. J have: submitted an Blection of ,
Payment form showing the method by which I propose to pay the fine imposed,

1 apecifically and voluntarily waive sny right 10 sleim that | st unable w pay,
DOW or &t any time hereefier, the monetary sencti yn imposed in this matter.

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



.
WAIVER OF PROCEDURAL RIGHTS

1 specifically and voluntarily waive the followiog rights granted under FINRA™s Code of
Procedure:

A.  Tobave a Complaint issued specifying the allegations against me;

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

C.  Todefend against the allegations in a disciplinary heating before a hearing panel,
10 have & written record of the hearing made and to have a written decision isyved;
and

D. Toappealmymhdedm‘onmtheNaﬁmal Adivdicatory Connell NAC”) and
then to fhe 1.8, Securities and Exchange Commission end a U.S. Cowt of
Appeals.

Further, I specifically end voluntarily watve auy right o claim biss or prejudgment of the
General Counsel, the NAC, or any member of the NAC, in conrection'with such person’s or
body*s participation in discussions regarding the terma and concitions of this AWC, or other
oonsideration of this AWC, including acceptance or rejection of this AWC.

1 forthor specifiatly amd vokmsarily waive sy tight to claim thit a pecson violsted the ex parte
prohibitions of FINRA Rule 9143 or the sepamtion of fonctions prohibitions of FINRA, Rule
9144, In comection with such person®s or body’s participation in discussions regarding the terms
and conditiona of this AWC, or other consideration of this AW, including its acceptance or
rejection. o .,
1) A

OTHER MATTERS
I understand, tham:

A, Submission of this AWC ig voluntary and will net resolve this matter unless and
until it has been reviewed and accepted by the N.AC, a Review Subcommitiee of
the NAC, or the Ofice of Disciplinary Affairs (“ODA"), pursuant to FINRA Rule
o216; '

B.  Ifthis AWC is not accepted, jts mubmission will ot be used as evidence o prove

4



any of the allegations agaimst me; and
C.  Ifaccepted:

1. this AWC will become pert of my permanent disciplinary record and may
be considered in any fisturs actions brought by FINRA or any other

Z. this AWT will be mede available through FINRA's public disclosure
program in respanse to public inquities ubout my disciplinary record;

3. FINRA may make a public announcement concemirig this agreement and
the subject matter thereof it accordance with FINRA Rule 8313; and

4. Imay not take any action or make or permit to be made any public
- statemnent, including in regulatory filings ar otherwise, denying, directly or

indivectly, any finding in this AWC or creute the frnpression thet the AWC
is without factual basis. 1may not take snry 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
my right to take legal or factua] positions in litigation or other legal
proceedings in which FINRA is not a party,

D.  Iroay aitach a Corrective Action Statement to this AWC that is a statement of
demonstrable corrective steps taken to prevent £t e misconduct. I understand
that I may not deny the charges or make any stadesnent that is inconsistent with
the AWC ju this Statement. This Statement does not constitute factusl or Jegal
findings by FINRA, nor does it reflect the views of FINRA or its staff.

1, Bric L. Small, ccxtify that I have reed and understand ] of the provisions of this AWC and
have been given a full opportunity 0 ask questions about ft; thet T have agreed to its provisions
voluntarily; and that no offer, threat, inducement, or promise of aay kind, other than the terms set



forth herein and the progpect of avolding the issvance of 8 Comp aint, has been made to induce

me o submit it

Respondent
Mallon & Johnson, P.C.
33 North Doarborn Street, Sujte 300
Chicape, TiEnois 60802-3102
312-346-8890

Accepted by FINRA:

December 21, 2009
Date

Signed on bahalf of the
Director of DA, by delegated authority

lioa el

Etissa Meta Kestin

Senior Regionnl Counsel

FINRA Depeartment of Enforcement
One Liberty Plaza,

New York, New York 10006

" 212-858-4"712(p); 212-858-4770(f)



