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LETTER OF ACCEPTANGE, WAIVER AND CONSENT
NO. 2007010654301

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

Tradliion Aslel Securities Inc. Respendent
Broker-Dealer
CRD No. 28265

Pursuant to NASD Rule 3216 of FINRA Code of Procedure, Tradition Asiel Securities
Inc, {the “firm") submiits this Lefter of Acceptance, Waiver and Consent ("AWC") for the
purpose of proposing a setement of the alleged rule violations described below. This
AWC is submitted on the condition that, if accepted, FINRA will not bring any future
actions agamsi the frm alleging violations based on the same. factual findings described

hiereier. -

'.u
ACCEPTANGE AND- CONSENT

The tirm hereby accepis and consents, without admitling or denynng the findings,
and solely for the purposes of this proceeding and any other proeseding brought
by or on behalf of FINRA, or to which FINRA is & parly, 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 September 16, 1991, and Its
registration remains ip effect.

RELEVANT DISCIPLINARY HISTORY

On June 24, 2004, an AWC became final pursuant to which FINRA, censured and
fined the firm $22,500 for violations of NASD Rules 2110, 3010, 4632{(a}, and
6620(a).
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FAGTS AND VIOLATIVE CONDUCT

This matter arose from the following reviews conducted by the staff of FINRA’s Market
Regulation Department;

20070106543, a review of the firm's compliance with NASD trade reporting rules for
OTC equity securities from January 1, 2007 through April 30, 2007,

20070106641, a revisw of the firmn's compliance with NASD trade reporting rules for
Nazdaq National Market (*NNM") secusities from January 1, 2007 through April 30,
. 2007,

20080130848, a review of the firm's compliance with NASD trade reporting rules for
NNM securities from May 1, 2007 through August 30, 2007.

20080120535, the Trading and Market Making Surveillance ('TMMS") Examination of
 tha finm for January 7, 2008 through January 9, 2008. A description of the areas
_ mv;ewad by the staff is attached to this AWC as Exhibit 1

20020106542 Trade Repartivg: 1T07

1. During the perigd January 1; 2007 through April 30, 2007, the‘fim dotible- .
repatted 167 transuctions in OQTC equity securities to the OTC Reporting Facility,
The conduct describisd in this paragraph constitutes separate and distinct
violations of NASD Marketplace Rule 6620.

i LY
K .

20070106641 Trade Reporting 1707

2. During the period January 1, 2007 through April 20, 2067, the firm double-
reported 250 transactions in efigible securities te the NASDfNasdsq Trade
Reporting Facility ("NNTRF"). The conduct described in this paragraph
congtitutes separate and distinet violgtions of NASD Marketplace Rule 4632,
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20020130848 Trade Reporting 2707

3.

During the period May 1, 2007 through August 31, 2007, the firm double-reported
666 transactions in eligible securities to the NNTRF. The conduct in this
paragmph constilutes separate and distinet violations of NASD Marketylace Rule
4632,

20080120535 TMMS Exam Jan. 7-9, 2008

4.

In 40 instances, the firm fasled to report to the NNTRF the cancellation of 40
trades previously submitted to the NNTRF; in 24 instances the firm failed to
report the correct trade-through exemplion modifier for 24 transactions in eligible
securities; and in seven instances the firm failed to submit, for the offsetting,
“riskless” portion of sevei “riskless” principal fransactions In designated

-gecurities, either a clearing-only report with a capacity indicator of “riskless

principal,” or a non-fape, non-claanng report with-a capacity indicator of “riskiess
principal. The conduct described in this paragraph constitutes separate and

distinct violations of NASD Marketplace Rule 4832,

The firm falled on nine occasions to provide written notification disclosing to &5

gustomerthat the transaction was executed at an average price. The conduct
descﬁbedmmis.parag:aphmnstmneaseparate,and distinct violstions of SEC ..
Rofe TO-10:

The f' rm failed fo show the comect time oi'execution on the memorandum of eight
brokerage orders, and failed to show the time of entry on the memorandum of

five brokerage prders.. The conduct described in this paragraph constitutes
separate-and distingt violations. of SEC Rule 17a-3 and NASD.Conduct Rule... ... .
310

The firm failed to presenve for a period of not less than three years, the first two
in an gccessible place, the memorandiim of thres brokerage orders. The
conduct described in this paragraph constitules a violation of SEC Rule 17a-4
and NASD Conduct Rule 3110.

B. The finnm also consents to the imposition, at a maxirmum, of the following
sanctions:

A censure and fine of $18,500 (consisting of a fine of $15,000 for inaccurate
trade reporling, $1,000 for violations of SEC Rule 10b-10, and $2,500 for
inaccurate or incomplete books and records).

The firm agrees to pay the monetary sanction upon notice that this AWC has
been accepted and that payment is due and payable. The firm has submitted an
Election of Payment form showing the method by which the firrm proposes to pay
the fine imposed.

e e e bt s T mebmn o e s
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The firm specifically and voluntarily waives any right to claim that the firm is
unable 16 pay. now or at any fime hereafter, the monetary sanction imposed in
this matter.
The sanctions imposed herein shall be.effective on a date set by FINRA staff.
n.
WAIVER OF PROCEDURAL RIGHTS

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

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

B. To be notified of the Formal Complaint and have the opportunity to answer
me alleganans in wnting,

C.  Todefend agalnst the allegahans in-a disciplinary hearing before &
hearing panel, to have a written record of the hearing made and 16 have a
written decision Issued; and

- D.  Toappealany-such decision to the National Adjudicatory Council *NAE"} - -~ -~ - -~

and then fo the U.5. 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
aind conditions of this AWG, or other conisideration of this AWC, including acceptance or
rejection of this AWC.

The firm further specifically and voluntarily waives any right to claim that a person
viglated the ex paste probibitions of Rule 9143 or the separation of functions prohibitions
of Rule 9144, in connection with such person’s or body’s participation in discussions
regarding the terms and conditions of this AWC, or otfier consideration of this AWC,
including its acceptance or.rejection. .
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OTHER MATTERS

The firm understands that:

A

Submission of this AWC is voluntary and will not resolve this matier 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 NASD Rule 9216;

IF this AWC is not accepted, its submission will not be used as evidence to
prove any of the allegafions against the fimn; and

if accepted:

. 1. this AWC will become part of the firm's permanent dlsmplmary

record and may be considered-in-any future aetnansrbmughtby
FINRA or any other regu]atcr against the fomy; .~ :

2 this AWC will be made avaitable through FINRA's public disclosure
pmgram in response te public inquiries about the fim's. dlSCipllnary
record;~ -

3. FINRA may make a public announcement concerming this
agreement and the subject matter thereof In accordance with NASD
Rule 8310 and IM-8310-3; and

4, the firm may not {ake any action or make ot permit o be made any

public statement, including in regulatory filings or otherwise,
denying, directly or mdirectly, 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 [egal or factual positions in litigation or other legal proceedings
in which FINRA is hot a party.
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D. The fimn may attach a Cormective Action Statement to this AWC thatis a
statement of demonsirable corrective steps taken to prevent future
misconduct. The firm understands that it may not deny the charges or
miske 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 refiect ihe views of FINRA or s staff.
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The firm certifies that the firm has read and understands all of the provisions of this
AWG and has been given a fuil opportunity to ask questions about it; that the firm has
agréed to its provisions voluntarily; and that no offér, 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.

NOV % 2008
Date Respondent

T hans

Cﬁ‘.'lnsel for'| R&popdent
Accepted by FINRA:
pfdv/eg Signed on behalf of the
Date Director of ODA, by delegated authority
(}\—J\% /? N /43&
Thomas R. Gira
Executive Vice President

Department of Market Regulation
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Exhibit No.1

The staff reviewed the following samples dudng TMMS examination 20080120535,

A011/018

sample : ! .
Sfae; Sample Description: Sample Source/Period;

v S e De . fon: S e Source/Period:

25 | Customer and proprietary sell orders, reviewed for From trade daies
compliance with SEC Rule 200({g) tong/short sale January 7 to 8, 2008,
recording requiraments. _

17 | Customer and proprietary short sales, reviewed for From trade dates
compliance with SEC Rule 203(b) securily location January 7 1o 5, 2008.
requirements,

704 | Custemer and proprietary sales reported to a TRF or From trade dates
OTCRF, for compliance with MASED Rules 6130, 4632 January 7 to 9, 2008.
and 8620 safe indicator reporting reguirements.

fi] Customer and propriatary sales reporied 1o the From trade dates
ADFITRACS, for compliance with NASD Rule 4632A January 7 to 9, 2008,
gale indicator reporting requirements,

181 | Customer and proprietaty sell orders entered into the From tiade dates

o Nasdae Exchange execution systems: for compiance [ Januam‘?-tn'ﬁ;‘zm&* *
with Nasdaqg Rule 4755 longfshort sale indicatorentry =~ .- - :
reguirements.

45 | Cancellations of trades reported to a TRF or OTCRF, for From trade dates
compliance with NASD Rules 4632(g), 6420(f), 6620{) | January 7 to 8, 2008.
and §130() frede report cancellation requirements.... .. | S D

0 Limit and market orders executed as principal, for From trade dates
compliange with the order pratection and best execution January 7 0 9, 2008,
requirements of NASD Rules 2110, IM-2110-2, 2111,

5541 and 2320, and Nasdag Rules 2110, IM-2110-2,
Z111 ang 2320.

D Limiil orders for NMS stocks in which the member acts From trade dates
as an exchange of OTC market maker, for compliance January 7 to 8, 2008,
with the display requirements of SEC Rule 604, 604 and
Nasdaq Rule 3390. .

10 Market orders with “not held” terms or fram institotional Frotn trade dates
customers, for compliance with NASD Rule 2320 ang January Tto 9, 2008.
Nasdaqg Rule 2320 best execution requirements.

] Markat orders executed as principal, for compliance with From trade datas
NASD Rule 2320 and Nasdaq Rule 2320 best execution January 7 t0 9, 2008,
reguiremenis,

2 Qrder memeranda for net frades effected by non- From traie dates .
institutional and institutional customers, for compliance January 7 to 8, 2008,
with NASD Rule 2441 documentation requirements. :

20476108543, 20070106641, 200801306848, 20060120535} (led)

10.29.08
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) Net trading agreements with mstitutional customers, for From trade dates
compliance with NASD Rule 2441 documentation January 7 to 8, 2008,
requirements,

810 | Principal and riskiess principal rade executions effected From: trade dates
stherwise than on an exchange for limit or market January 7 to 9, 2008.
orders, for compliance with NASD Rules 4532, 6420,
$620 and 6130 requirements for TRF and OTCRF
reporling.

0 Principal and riskiess principal irade executions effected From fradé dates
otherwise than on an exchange for limit or market January 7 to 8, 2008.
ortders, for compliance with NASD Rule 4B832A
requiretnents for ADFITRACS reparting,

0 FINRA Market Survsillance breaks for principal and From frade dates
riskless principal trades, for compliance with NASD January 7 to 9, 2008.
Rules 4832, 5420, 6620, 6130 and 4632A requiremeénts
for TRF, OTCRF and ADF/TRACS reporting,

52 | Trade execitions effetted othprwise than on an . From trade dates
o (exchangefoi-Q orders.in Nasdaolisted or exchange .- . | January 7109,2008...} . .
[ Tsted securilias, racsived from cusfomers withr acoounts™ [+ - - -
subject to a soft dollaragreemient, for compliance withr. -
fhe SEC '34 Act section 28(e) safe harbor which Umits
the acerual of soft dollar credits for riskless principal
transactions to those reporhng in ccm;ﬂ“ance with NASD
Rules 4632 and B420.- .

0 Open limit orders o buy andfor open stop orders to sell For ex-dividend dates
securities that traded ex-dividend, for compliance with January 7 and 8, 2008,
NASD Rule 3220 and Nagdag Rule 4781, '

i) Trades reported to a TRF or OTCRF with a PRP From trade dates
modifier, for compliance with NASD Rules 4632, 6420, January 7 to 8, 2008,
8620 and 2320,

N/A | Orders for NMS stocks in whichthe firm acts as a From frade dates
market center, for compliance with SEC Rule 605 order January 7 to 0, 2008
classification reguirements,

N/A | Datasaets published for on the monthly order execution Firm's monthly order
report, for compliance with SEC Rule 605 requirement to | execution report from
publish accurate data. (A “dataset” is all required Detember 2007, |
statistical data for a single order category, with each
category representing & single unique combination of &
securily, order type and order size, as described in Rule
£05.)

N/A | Quarterty order routing report, for compliance with SEC | Report published for the
Rule 606 requirements, . period of October

through Dacember
2007.
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Sgmok | Sample Descriotion; Sample Source/Perfod:
7 Customer orders in OTC equily securities, for From trade dates
compliance with NASD Rules 2320(3) and 3710(b) January 7 to 8, 2008.

requirements to asceriain and document the best )
interdealer market for trensections in such securities.

43 | Orders in securities required to be submifted to OATS, From trade dates
for compliance with NASD Rules 6954 and 6955, and January 7 to 9, 2008.
Nasdaq Rules 6954 arid 6565 requirement to subimit
OATS information.

117 | Order/Trade records prepared and maintalnad in From trada dates
connectipn with the above samples, for general Janugry 7 {o 8, 2008.
.compliance with requirements-of NASD Rule 3110 and
SEC Rules 17a-3 and 17a-4.

1,328 | Trades reported to a TRF, OTCRF or ADF/TRACS in From trade dates
connection with the above samples, for general January 7 to B, 2008,
compliance with requiremerits of NASD Trade Reporting
and ADF riles.

49 | Cuslomer confirmations prepared and maintained in . _ Fromdtrade dates-

- - | connection with-the above samples, fo¢ eamplianae.\nﬂh.. -~ Januacy 7 to.8, 2008, - |-
SEC Rule TOb-T0 disclosure requivements. S

12 | CRD registration records for persons conductingandfor | List of’ trading personnef
supenvising the member's {rading and market making for January 2008,
activities, for compliance with- NASD Rule Series 1020,

1030 and 1040, and Nasdaq Rule Serigg 1020, 1036
L and 1040 -

N/A | The member's supervisory system, written supervisory WSPs provided by the
procedures (“WSPs") and documents evidencing the member as those in-
jmplemeritafion of the WSPs, for complizhce with NASD | efect during Jan, 2008,
Rule 3010 requirements o establish an implement a and documentation of
system that is reasonably desighed to prevent and sUpervisory reviews
detect violations of applicable securities rules. conducted for Jan.

2008,

N/A | The member's "Regular & Rigorous” review procedures | Procedures provided by
{for assessing the execufion guality of orders seritto the member as thoze in
other $rading centers andfor internalized, for compliance effect during January
with NASD Rules 2320 and 3010. 2008,




