FINRA
FINANCIAY. INDUSTRY REGVLATORY AUTHORITY i

LETTER OF ACCEPTANCE, WAIVER AND CONSE
NO.20070112031-01 WHOSEP 28 P I2: ;2

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

‘RE:  Stifel, Nicolaus & Company, Incarporated, Respondent
Broker-Dealer
CRD No. 793

Pursnant to FINRA Rule 9216 of FINRA’s Code of Procedure, Stifel, Nicolaus & Company,
Incorporated (the “firm™) submits this Letter of Acceptance, Waiver and Consent (“AWC™)
for the purpose of proposing 4 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 against the firm alleging violations based on the same factual findings described
herein.

I
ACCEPTANCE AND CONSENT

A.  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 éntry of the following
findings by FINRA: o

BACKGROUND

The firm has been 2 member of FINRA since October 13, 1936, and its rcg:stratlon
remains in effect. The firm has no prior relevant disciplinary history.

SUMMARY
In Review No. 20070112931, FINRA’s Department of Market Regulation staff
(“the staff”) conducted a Corporate Bond Fair Pricing sweep for the review period
July 1, 2007 through September 30, 2007.

Tn Review No. 20080123284, the staff conducted an OATS Reporting review for
the review periad July 1, 2007 through September 30, 2007.

In Review No. 20080147966, the staff conducted a Trading and Market Making
Examination for the trade dates July 17 and 18, 2008.
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In Review No. 20090173480, the staff conducted an SEC Short Sale Emegency
Order review for the trade dates September 19 through 26, 2008.

FACTS AND VIOLATIVE CONDUCT

In connection with Review No, 20070112931:

1. In five transactions, the firm bought or sold corporate bonds from or to
customers and failed to buy or sell such bonds at a price that was fair, -
taking into consideration all relevant circumstances, including market
conditions with respect to each bond at the time of the transaction, the
expense involved and that the firm was entitled to a profit. The
transactions are identified on Exhibit 1, which is attached. The conduct
deseribed in this paragraph constitutes separate and distinct violations
of NASD Rules 2110, 2440 and IM-2440,

In connection with Review No, 20080123284

2. The firm transmitted to OATS 2,464 Reportablc Order Events
(“ROEs") that were rejected by OATS for context or syntax errors and
were repairable. The firm failed to repair 1,013 of these rejected ROEs
during the review period, representing 41 percent of all rc]cctcd
repairable ROEs. As a result of the firm's faiture to repair these ROES,
the firm failed to transmit 1,013 ROEs to QATS during the review
period. The conduct described in this paragraph constitutes separate
and distinct violations of WASD Rule 6955(a).

In connection with Review No. 20080147966:.

3. The firm incorrectly reported 81 principal transactions as either “agent”
or “riskless principal” to the FINR A/Nasdaq Trade Reporting Facility
(“TRF”). The conduct described in this paragraph constitutes separate
and distinet violations of NASD Rule 4632(d).

In connection with Review No. 200901 73480:

4. The firm failed to report the first Ieg of 27 “riskless principal
transactions” as “principal” to the TRF. The conduct described in this
paragraph constitutes separate and distinct violations of NASD Rule
4632(d).
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The firm also consents to the imposition of the following sanctions:

A censure and fine of $32,500 (312,500 for the OATS reporting
violations; $12,500 for the combined trade reporting viclations; and
$7,500 for the corporate bond pricing violations).

The firm agrees to 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

proposes to pay the fine imposed.

The firm specifically and vohmntarily 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 tmposed herejn shall be effective on 2 date set by FINRA staff.
1I.

WAIVER OF PROCEDURAL RIGHTS

The fimm specifically and voluntarily waives the following rights granted under

FINRA's Code of Procedure:

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

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

C. 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 '

D.  To appeal any such decision to the National Adjudicatory Council (“NAC”)

and then to the 1J.8. Securities and Exchange Commission and a U.8. 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 and conditions of this AWC, or other consideration of this AWC including
‘acceptance or rejection of this AWC.
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The firm further specifically and voluntatily 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 adceptance or rejection.

1.
OTHER MATTERS
The firm understands that:

A, Submission of this AWC is voluntary and will not resolve this matter uniess
and vntil 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 the allegations against the firm;

C. If accepted:
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;

2. this AWC will be made available through FINRA's public disclostre
_ program in response to public inquiries about the firm’s disciplinary
record;

3. FINR A may make a public announcement concerming 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, inclnding 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.
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- D. The firm may attach a Corrective Action Statement to this AWC that is a
statement of demonstrable corrective steps taken to prevent future
migsconduct. The finm understands that it may not deny the charges or make
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
reflect the views of FINRA or its staff.

The undersigned, on behalf of the Firm, ceriifies 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 guestions about it; that it has agreed fo 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.

3/27/10
Daté _ Respondent ‘ '
Sﬁfelmy, Incorporated
By
. U } .

Name: \"Zﬂhjt“ﬂf/ /@5‘4—
Title: é)r‘f’xr'/ g mému@wsﬂ.

J%kﬁsel for Respondent
Accepted by FINRA:
(0196 /70 Signed on behalf of the
Date Director of ODA, by delegated anthority
/j//{/}-\ /4 /‘4—1 :
Thomas R. Gira
Executive Vice President
Department of Market Regulation
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Stifel Nicolaus Co., Inc. ("STFL")

Réview Period: July 1, 2007 through September 30, 2007

Exhibit 1

]: Data Cusipid Issue Q:‘;m Contra 1* T.rrai;? T; ?;1 Firm 60;: ra Tﬁ;": T:::ez Mark-up :‘::,k!; Rastitution
3* | 8/20/2007 | 428040BJ7 F.PK 1§ | B-D{S} [12:46:17} 82.750 STFL ciB) | 131332 | 86.000 3.93% $88
4 | 915/2007 | B61B3PAD4 | SRLGA 0 | B-DB) |12:36:48[ 102000 STFL | C(S)-| 14:57:31 | 100.000 392% 0
5 [ 9/28/2007 | 85375CAKT | SPF.GF 100 | B-D(S) | 10:36:01] 68.000 STFL C(B) 1:00:35 70.000 4,95% 31,184
& | B/M5/2007 | 370442BT1 | GM.HB 20 C(B) [10:49:20} 85.500 STF.. |B-D(S)| 18:08:30 | B1.625 4.75% $181
8 | a/20/2007 | 346397TYS F.IT 20 B-D{S5) |17:.01:08| 91,970 STFL C(B) | 170112 85.375 3.70% $269
TOTAL| $1,731

* Canira padies are identifled as follows: B-D (S} Indicates another Broker-Dealer salling ta the firm: B-D {B) indicatas another Broker-Dealer buying from the Grm;

G (S)indicates'a customer salling to the firm; and C (B) indlcates a customar buying from the firm.






