FINANCIAL INDUSTRY REGULATORY AUTHORITY

LETTER OF ACCEPTANCE, WAIVER AND CONSENT
NO. 2009019839301

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

RE: Great American Advisors, Inc., Respondent
Broker-Dealer
CRD No. 36451

Pursuant to FINRA Rule 9216 of FINRA’s Code of Procedure, Great American Advisors, Inc.
(“AGSS” 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 future actions against the
firm alleging violations based on the same factual findings described herein.

L
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 entry of the following findings by FINRA:

BACKGROUND

AGSS has been a member of FINRA since July 7, 1994, and its registration remains in
effect. The firm has no relevant disciplinary history.
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SUMMARY

This matter is the result of a corporate bond fair pricing review conducted by the Fixed Income
Investigations Team of the Department of Market Regulation of the firm’s compliance with
FINRA Rule 2010, NASD Rule 2440, IM-2440-1 and IM-2440-2 from January 1, 2009 through
March 31, 2009 (the “review period™).

FACTS AND VIOLATIVE CONDUCT

During the review period, in 11 transactions, the firm sold corporate bonds to customers and
failed to 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 A which is attached. The conduct described in this paragraph constitutes
separate and distinct violations of FINRA Rule 2010, NASD Rule 2440 and IM-2440.

B. The firm also consents to the imposition of the following sanctions:
A censure and a fine of $12,000".
The firm agrees to pay the monetary sanctions upon notice that this AWC has been
accepted and that such payments are due and payable. The firm has submitted an

Election of Payment form showing the method by which it proposes to pay the fine
imposed.

The firm specifically and voluntarily waives any right to claim that it is unable to pay,
now or at any time hereafter, the monetary sanctions imposed in this matter.

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

' AGSS has made restitution in the amount of $2,767.81 to its relevant customers.
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II.
WAIVER OF PROCEDURAL RIGHTS

The firm 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 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 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.

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.

IIL.
OTHER MATTERS
The firm understands that:
A. Submission of this AWC is voluntary and will not resolve this 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
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any of the allegations against the firm; and

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;

this AWC will be made available through FINRA’s public disclosure
program in response to public inquiries about the firm’s disciplinary
records;

FINRA may make a public announcement concerning this agreement and
the subject matter thereof in accordance with FINRA Rule 8313; and

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
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
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.

Dec /1Y, 2=t/
Date
Name: MANK - MVETHIV b
rie: Vice Cresidisio Oh jet o] oliie
Reviewed by:
Accepted by FINRA: |
/24 /i3 Signed on behalf of the
Date Director of ODA, by delegated authority

(/VA,» A, 4 -
Thomas R. Gira
Executive Vice President
Department of Market Regulation
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Great American Advisors, inc. Exhibit A
Matter No. 20090198393
Item No. Date CUSIP 1D Issue Quantity | Contra 1* .ﬁﬂu.um._ ._.__“ muﬂ‘_ Firm Contra 2* qﬂﬂﬂu .w”._m_nmmm Markup | Markdown | Spread Restitution

1 043/06/2009 026874AX35 AIG.GOP 25 B-D(8) 15:52:10 42,00 AGSS C(B) 15:52:10 | 44.131 5.07% $132.75

2 03/20/2009 02687QBE7 AIG.GPT 13 B-D(S) 10:34:55 60.00 AGSS C(B} 10:324:55 | 65.016 8.36% $252,08

3 02/25/200% 02635PSFL AIGWG 50 B-D(S) 15:56:01 5025 AGSS C(B) 15:56:01 | 32.750 4.98% $510.00

4 03/10/2009 345220AB3 F.GB 15 B-D(S} 11:39:25 54.75 AGSS C(B) 11:39:25 58.206 6.42% 311677

5 03/10/2009 345220AB3 F.GB 15 B-D(8) 13:39:46 545 AGSS C(B) 13:39:46 | 58.016 6.45% $118.65

& 03/16/2009 343220AB3 F.GB 13 B-D(S) 14:44:05 57.7 AGSS C{B) 14:44:05 | 61.216 6.09% $57.08

7 03/10/200% 34539CF72 F.GQN 15 B-D(3) 11:33:54 50.00 AGSS C(B) 11:34:00 | 53.510 1.03% $127.40

8 03/10/2000 34539CF72 F.GON 23 B-DXS) 13:43:.42 50,00 AGSS C(B) 13:44:15 | 53.016 6.03% $118.68

9 03/23/2009 416515AQ7 HIG.GM 20 B-D(S) 11:44.0% 81.736 AGSS C(B) 11:44:09 | 85838 5.02% $205.60

10 03/20/200% 812404BH3 SHLD.GM 15 B-D(S) 12:11:31 66,00 AGSS C(B) 12:11:31 | 62316 5.02% $97.40

11 01/28/2006 509214816 UIS.GM 100 B-D(8) i5:32:21 39.50 AGSS C(B) 13:32:21 | 41.500 5.06% $941.40

Total $2,767.81

* Contra pariies are identified as follows: B-D (8) indicates another Broker-Dealer selling to the firm; B-D (B) indicates another Broker-Dealer buying from the firm; G (8) indicates a customer selling to the firm; and G (B) indicates a
customeér buying from the firm.
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PO, Box 357
Cincinpatl, Ohio 45201-0357

gaadvisors.com
Shipping Address:
GRE A'];qM ERICAN. Great American Insurance Group Tower
b 301 E Fourth Street, 128
ADVISORS, INC. Gincinnati, Ohto 45202
Member FINRA and SIFG Phone: 513-333-6030
An SEC Registered Investment Advisor 800-216-3354

Fax:  513-412-5109

This Corrective Action Statement is submitted by the Rquondent. It does not constitute factual or
legal findings by FINRA, nor does it reflect the views of FINRA or its staff.

This Corrective Action Statement is attached to the Letter of Acceptance Waiver and Consent, STAR No.
20090198393 to describe the actions that Great American Advisors, Inc. enacted to ensure that fixed
income trades would be executed for customers at fair prices without excessive mark-ups or mark-
downs: ‘

1) Reviewed and modified settings on certain functions in the firm’s use of the Pershing Rules
Engine to reduce the maximum allowable mark-ups and mark-downs on fixed income trades.

2} Discussed and revised execution parameters with Advisors Asset Management, inc. to further
limit the maximum allowable mark-ups and mark-downs forany trades submitted through their
interface with Pershing LLC.

3} Provided restitution to several customers for fixed income trades that were executed with
excessive mark-ups or mark-downs. This included the customers involved in the 11 trades
identified in Exhibit A of FINRA STAR No. 20090158393.

4) Created additional, post execution exception reports to further evaluate the mark-up or mark-
down of each fixed income trade, as a percentage of the firm’s execution price. The firm
assigned a member of its Compliance Department t6 monitor the new post execution reports,

5} Provided specific training to the representatives that were found to have submitted excessive
mark-ups or mark-downs.

6} Provided additional training to the firm’s Trade Desk personnel about the additional care the
need for additional diligence in applying mark-ups or mark-downs to fixed income securities that
were trading below par value (at a discount).

In addition to the steps described above, the firm further notes that it exited retail brokerage operations
effective August 2, 2010. The transition was submitted to FINRA in a 1017 Filing. As a result of the
transition plan the firm entered into an Assighment and Assumption Agreement with Lincoln Investment
Planning, Inc. and Pershing LLC whereby Lincoln investment Planning, Inc. assumed control of all
accounts and future activity of the Introducing Broker relationship that Great American Advisors, Inc.
had maintaj i

R ully subd

Mark F. Muething
Vice President & Chief Legal Officer



