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TO:  Department of Market Regulation ARKET REGULA & ':,:
Financial Industry Regulatory Authority (“FINRA™) e BB
RE:  B.Riley & Co, LLC, Respondent
Broker-Dealer
CRD No. 40355

Pursuant to FINRA Rule 9216 of FINRA’s Code of Procedure, B. Riley & Co., LLC (RILY” or -

the “firm™) submits this Letter of Acceptance, Waiver and Consent (*AWC™) 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 futvre actions against the firm alleging

violations based on the same factual findings described herein.
1.
ACCEFTANCE 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 & hearing and without en
adjudication of any issue of Iaw or fact, to the entry of the following findings by FINRA.

BACKGROUND

'RILY has been a member of FINRA since January 3, 1997, and its registration remains in effect,

RELEVANT DISCIPLINARY HISTORY

The firm has following relevant disciplinary history:

e Tn August 2007, FINRA accepted the fimm’s AWC, in which the firm was censured
and fined $265,000.00 for violations of SEC Rule 10b-10 and NASD Marketplace
Rules 6130 and 6955 during the period August 1, 2005 through August 31, 2005,
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SUMMARY

In comection with matter no. 20080149136, the Trading and Market Making Surveillance
(“TMMS") staff reviewed the trading sctivity of the firm set forth in Bxhibit 1 for trade dates
Augnust 27, 2008 through August 28, 2008 (the “review period™), unless otherwise noted.

FACTS AND VIOLATIVE CONDUCT

In connection with matter no. 20080149136,

L During the review period, RILY transmitted io the Order Audit Trail System
{"OATS") 19 reports that contained inaccurate or incomplete data. The conduct
described in paragraph one above constitutes separate and distinct violations of
NASD Marketplace Rule 6955(a).

The firm also consents to the imposition of the following sanctions:

A censure and a fine of $10,000

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 Mﬂy and voluntarily waives any right to claim that it is unsble to pay,
now or at any time hereafter, the monetary sanction(s) imposed in this matter.

‘The sanctions imposed hereint shall be effective on a date set by FINRA staff.
IL

WAIVER OF PROCEDURAL RIGHTS

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

Procedure:

A Tohnveaéomp]nintissuedspwifyingthea]legaﬁonsagainsttheﬁnn;

B.  Tobe notified of the Complaint and have the opportunity to answer the allegations in

C.  Todefend against the allegations i a disciplinary hearing before 2 hearing panel, to have
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a written record of the hearing made and to have 2 written decision issved; and

D.  To appeal any such decision to the National Adjudicatory Council (“NAC™) and then to
the U.S. Securities and Exchange Commission and a U.8. Cowt of Appeals.

Further, the firm specifically and volunterily waives any right to claim bias or prejudgment of the‘
General Co?nsel, the NAC, or any member of the NAC, in conmection with such person’s or
body’s MdMon in discnssions 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 conmection 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.
118
OTHER MATTERS

The firm understands that:
A.  Submission of this AWC is voluntary and will not resolve this matter vuless and until it

has been reviewed and accepted by the NAC, a Review Subcommitiee of the NAC, or the

Office of Disciplinary Affairs (*ODA™), pursuant to FINRA Rule 9216;

B.  Ifthis AWC is not accepted, its submission will not be used as evidence to prove any of
the allegations against the firm; and

C.  Ifaccepied:
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 disclosare program in
response to public inquiries about the firm’s disciplinary record;

3. FINRA may make a public announcement concetning 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 regulstory filings or otherwise, denying, directly or
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indirectly, any finding in this AWC or create the impression that the AWC is
without factmal 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
incongistent with any part of this AWC. Nothing in this provision affects the
firm’s right to take legal or factual positions in litigation or ather legal

- proceedings in which FINRA is not a party.

D. The firm may attach a Corrective Action Statement to this AWC that is & statenient of
demonstrable comrective steps taken to prevent firture misconduct. The firm 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.
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The undersigned, on behalf of the Firm, certifies that a person duly authorized to act on its behalf
bas read and understands ali of the provisions of this AWC and has been given a full opportunity
o ask questions about it; that it has agreed to the AWC’s provisions voluntarily; and that no
offtr, threat, inducement, or promise of any kind, other than the terms set forth herein and the
prospect of avoiding the issnance of a Complaint, has been made to induce the firm to submit it.

b 2002

Date

Reviewed by:

Counsel for Respondent

Acoepted by FINRA:

Date

20080149136 (JWG)

Respondent
B. Riley & Co., LLC

By: ’k—\ )

AV
Name: &%i B] !%
tite: _(halrman

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

T b £ oy
Thomas R. Gira
Execntive Vice Pregident
Department of Market Regulation




Exhibit No. 1

2008 Market Regulation Examination Samples
B. Riley & Co., LLC ("RILY")
Exam No. 20080149136
Sample Source / Period*: August 27 & 28, 2008

Sampie Sie Sumple Description

2
3

285

i0

59

Sales reviewed for compliance with SEC Rule 200(g) long/short sale recording requirements
Short Sales revicwed for compliance with SEC Rule 203(b) security location requirements

Trades reported to a TRF or OTCTRE for compliance with NASD Rule 6130
218 for general trade reporting requirements
2 for Cancelation of reported trade requirements
O for Principal, hﬂdm&mpaLmAgmcymhomeﬁwbdotbmtbmmmmebm
0 for compliance with the use of the PRP (Prior Reference Price) trade modifier
30 for compliznce with the requirements of odd-fot trade reporting )
0 for compliance with the vse 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(c) gnidelines relating to Soft Deollar Agreements
35 for Sale Indicator requirements

Distlosures to customers relating to trading in the Extended Hours scesion for compliance with Nasdag Rule
4631

Orders entered into Nasdaq Exchange execution systems for compliance with Nasdaq Rules 4755 and 2110
Limit orders for NMS securities in which the member acts as an exchange market maker for compliance with
the display requiretacnts of SEC Rules 602 and 604 and Nasdag Rule 3390

Orders for compliance with best execution 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, IM-2110-2, 2111, 6541 and Nasdaq Rules 2110, IM-2110-2, and 2111

50 Not Held' arders for compliance with MASD Rule 2320 and Nasdag Rule 2320 best execution requirements

2 Customer arders in OTC equity securities for compliance with NASD Rulss 2320 and 3110(b) requirements
to ascertain and document best interdsaler market related to execution of orders

Open Limit orders to buy andfor open Stop orders to sell securities that traded ex-dividend furmplmmcwnh
NASD Rule 3220 and Nasdaqg Rule 4761

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

‘unioss otherwise noled
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50

All Provided .

Al Provided

All Provided

32

“unfass othervise noted
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Exhibit No. 1

Orders in securities required to be submitted to OATS for compliance with NASD Rules 6954 and 6955 and
Masdag Rules 6954 and 6955 requirements

Customer confirmations prepared and mainfained in connection with select samples
54 for compliance with SEC Rule 10b-10 disclasure requirements
0 for compliance with SEC 34 Act Section 28(e) guidelines relating to Soft Dollar Agreements

OrdersforNMSmmummwmchthcﬁrmactsasammketmtufwmphmemﬂaﬂcmmsmler
classification requirements

Data sets published for Angust 2008 mmﬂymdﬁmnmwfmmpfmmmkubﬁbs
requirentent to publish wmmdm(a'&madmompumaﬂmmedmﬁsﬁmldmfmmglemmd

- onder type/size category as described in SEC Rule 605)

Onders underlying data sets revietwesd fior June 2008 for NMS securities in which the Fina acts as a market
center for complismee with SEC Rula 605 order classification requirements

CRD registration records for persons conducting and/or supervising Finm's trading snd/or marieet making .
activitics for compliamce with NASD Rule Series 1020, 1030, 1040 and Nasdaq Rule Series 1020, 1030, 1040

Member's mm&wmwmmmgmﬁmgmmmmmmpmm
NASD Rules 2320 and 3010

Member's supervisory system, written supervisary procedures ("WSPs") and documentation evidencing
execution of the WSPs for complisnce with NASD Rule 3010 requirements

Member’s supervisory and cperaticnal policies and procedures and docammentation evidencing execution of the
poﬁcimmdpmmdnmforoompﬁamvﬁthSBCRng\daﬁmNMSRNesﬁo,ﬂl,mdﬁlz

Records prepared and maintained in conneotion with the above samples for compliance with SEC Rules 17a-3
and 17a-4 and NASD Rule 3110
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B|RILEY

Heodgoarters
Research Trnding af 310.966.1444 B, Rikey & Co,, LLC
Tnvestment Benking Jooe 310.965.1448 111060 Santa Monlca Bivd,
Wamber FINEA sud AIE Sudee RO
June 30, 2009 . mwmgm
VIA: Ovemight Mail
FINRA Market Regulation

Attn: Joaquin W. Gubb
9509 Key West Avenue — 5% Floor
Rookville, MD 20350

Re: Letter of Acceptance, Waiver and Consent
STAR No. 20080149136

Dear Mr, Gubb:

This letter canstitutes a Corrective Action Statement submitied by B. Riley & Co., LLC (“we” or
the “Respondent”) to be included with the above referenced Letter of Acceptance, Waiver and .
Consmt(me“_AWC").

Fifteen of the nineteen cited matters involve the creation of OATS desk reports showing activity
between units of the company which, as we now understand it, FINRA would treat a5 a single
aggregate unit ynder SEC Regulation SHO (SEC Rule 200(f)), thus eliminating the need for desk
reporis. Accordingly, we have ceased creation of desk reparts in such instances.

Four of the cited maters are related to incorrect quantitiss reported in conjunction with the OATS
special handling code “Add™. This error originated with the widely used Bloomberg SSEOMS
service that provides OATS reporting to us; we have noted the issue for Bloomberg and have
their assurance that this is being resolved.

Two of the cited maters related to the Firm incorrestly recording sel! transactions as long instead
of short These were inadvertent human evor. The importance of this issue hag been reiterated to
all trading personnel including those that were responsible for the error. Further, since the
TMMS exam, we have worked with our Bloomberg OMS to institute logic that is intended to
prevent traders from selting shart a stock that the firm has a long position in and vice-versa.

One of the cited matters involved the inadvertent use of “stendard”, rather than “mititary”, time to
enter an order. We have reminded all persanmel of the importance of consistently using the
military-time formst for such matters, )

]fyouhaveényqnesﬁous or comments with regards to B. Riley & Co.’s response please don’t
hesitate to contact me.,

Sincerely,
Allison Petchenick
Chief Compliance Officer
This Correclive Action Statement Is submitted by the Respandent, [t does not conatitute factual or fegal findings by
FINRA, niar does i reflect the views of FINRA, or tis staff.
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