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! NASD
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
NO. Emzomoosmz

To:  Department of Enforcement
NASD

Re:  Legent Clearing LLC
Member (CRD No. 117176)

Pursuant to NASD Procedural Rule 9216, Lfcgent Clearing . LLC (Legent) submits this Lefter of
Acceptance, Waiver and Consent (AWC) forrthe purpose of pmpoqmg a settlement of the atleged rule
violations described in Part 1 below, This AWC is submitted on the condition that, if accepted, NASD
will not bring any future actions against Legcn? alleging violkations based on the same factual findings.

Legent understands that:

1. Submission of this AWC is voluntary &nd will not resolve this matter unless and until it has been
reviewed and accepted by NASD's Diepsniment of Enforcement and the National Adjudicatory
Council (NAC) Review Subcommittee or the Office of Dlmlphnaw Affairs (ODA), pursuant to
NASD Proccdural Rule 9216; ;

2 If this AWC is not accepted, its subi%ission will not be, used as evidence 1o prove any of the
allegations against Legent,; and

1. If accepted:

a. ‘This AWC will become purf of Legent’s permanent disciplinary record and may be
considered in any future actlorls brought by NASD or any other rcgulator against Legent;

b. This AWC will be made aﬁyaﬂable through NAbD’s public disclosure program in
response 1o public inquiries about Legent's dlsup!mary record;

c. NASD may make a public announccment concerning this agreement and the subject
matter thereof in accordance WIth NASD Procedurdl Rule 8310 and TM-8310-2; and

d. Legent may nol take any acﬁon or make or permit to be made any public statement,
mt.ludmb in regulatory ﬁllngsgr otherwise, denying, directly or indirectly, any allegation
in this AWC or create the lmgressmn that the AWC is without factual basis. Nothing in
this provision atfects Legent”s testimonial obligations or rights to take legal or factuat
positions in litigation or otherdegal proceedings in which NASD is not a party.
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Legent also understands that its exp&mnce in the sw.cumlcs industry and disciplinary
history may be factors that will be coﬁmdercd in dec:dmg whether to accept this AWC,
That expericnee and history are as f'ollbws

[.egent has been a member of NASD smce June 4, 2002. Legent acts as a clearing broker
offering its services to introducing broker/dealers on a fully disclosed basis from its main
office located in Omaha, Nebraska, iLegent has not heen the subject of prior formal
disciptinary action by NASD. I

I. WAIVER OF PROCEDURAL RIGHTS

Tegent specifically and voluntarily waivcs;thc following r{'ghls granted under NASD's Code of

Procedure:

A To have a Formal Complaint issued spi:ciﬁ*ing the zi!lega‘ﬁons against it

B. To be notified of thc Formal Complmnt and have the 0pportumty to angwer the allegations in
writing; ;

C. To defend against the allegations m:a disciplinary hearmg before a hearing panel, (o have a

written record of the hearing made and to have a written deusnon issued; and
D, To appeal any such decision to lhe NAC and then to the U.S, Sceurities and Exchange
Commission and a U.S. Coust of Appeals

Furthermore, Legent specifically and voluntanly waives any nght to claim bias or pre_judgment of the
General Counsel, the NAC, or any member bf the NAC, in connection with such person’s or body’s
participation in discussions regarding the tcrms and conditions- of this AWC, or other consideration of
this AWC, including acceptance or rejection oi‘ this AWC,

in addition, Legent specifically and voluntarﬂy waives any ngbt to claim that a person vinlated the ex
parte prohibitions of NASD Procedural Rulc®143 or the separation of functions prohibitions of NASD
Procedural Rule 9144, in connection with such person’s or body's participation in discussions regarding
the terms and conditions of this AWC, or olhcr consideration of this AWC, including its acceptance or
rejection. ‘
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II. ACCEP QNCE AND CONSENT

A, Legent hereby accepts and consents, wnhnut admlttmg or denying the allegations or findings,
and solely for the purposcs of this pro,eedmg and any other proceeding brought by or on behalf
of NASD, or to which NASD is & pafty, priur (0 a heurmg and without an adjudication of any
issue of law or fact, to the enlry of the following findings by NASD:

Customer Protection Flikcservcs and Cu§tody of Securities

SEC Rule 15¢3-3 gnd NASD Conduci Rule 2110

1. On the mornings of Novembc! 25, 2003, January 21 2004 and February 3, 2004, Legent
made net deposits in the ‘amount of $6,000,000, $14,000,000 and $5,600,000,

respeclively, into its Reserve Uank account,

2. These deposits, however, wer; comprised in part of funds drawn on Legent’s revolver
loan agreement with the sam bank that maintained Legent’s operating account (from
which the deposits 10 the Rescrve bank account were made).

3. The draws on the revolver laagl were not recorded on Legent's books until the end of the
business day on Novembera 25, 2003, January 21, 2004 and February 3, 2004,
Accordingly, Legent's operatli'lg account was m a net deficit position ¢ the time of the
deposits to the Reserve Bank Hbcount

4, Such acts, practices and cond{lct constitute separate and distinet violations of SEC Rule
15¢3-3 and NASD Conduct Rlile 2110 by Legent

Tran ction Repurﬁng: )

5. For the time period of November 1, 2002, through January 31, 2004, for 43 transactions
that were reviewed for propef trade reporting and order ticket information, the NASD
stafT found the following vielakions:

(a) 25 transactions did ribt have documcntalwn evidencing the actual execution
time; -

(b 38 transactions were ‘per’tormed on an- agcncy basis but reported as principal
transactions;

() four transactions wer# reported 90 soccmds after execution and did not include

the exceution time; anﬂ
F

(d) three transactions mvcilvmg oTC securiﬁés were improperly “bunched.”
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6. Such acts, practices and c.onduct constitute scparate and distingt violations of NASD
Systems and Programs Rules 651 30 and 6620, and NASD Conduct Rule 2110 by Legent.

Tmnsilclmn Reportmg -

NASD Systems and Programs Ride 6230
and NASQ Conduct Rule 211

7. For the time period of Novcrﬁbcr 1, 2002 through January 31, 2004, for 47 corporate
bond transactions that were rewewed for proper TRACE reporting and order ticket
information, the following vtohmcms were detectg.d

}
(a) 47 transactions were ﬁeported using Legent s MPID instead of the introducing
hroker/dealer’s MP‘ID

b) 20 transaclions were npl rcpurwd within'45 minutes of the time of exceution (or
one hour and 15 minuté’s prior to October I, 2003);

(c) five transactions were »rcpnrtcd by the contra party, hut not reported by l.egent;
and

13
):

(d) two transactions were rcported maccurately duc to data entry errors.

8 A review of an additional “20 corporate boﬂd order tlckets revealed that seven
transactions were not reported’ !o TRACE.

g, Such acts, practices and conciucl constitute se;i'a'rale and distinct violations of NASD
Systems and Programs Rule 6%0 ang NASD Conduct Rule 2110 by Legent.

Reports oi‘ Sales or Purchases

M

10 For the time period of Novcnﬂacr 1, 2002, through January 31, 2004, for 46 municipal
transactions that were reviewet for proper trade reporting and order ticket information,
the following violations were detected

(a) 46 municipal transactléns were reported usmg the wrong broker symbol; and

(b) nine municipal lransacﬁlons were rcported late.
z.
11, Such acts, practices and conduct constitute scparalc and distinct vivlations of MSRB
Rule G-14 by Legent. : .

B. Legent also consents to the imposition,%at a maximum, of the following sanctions:

l. a censure; and
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2. a fine of $40,000.

The sanctions imposed herein shall be?isffeclfvc on g dau—.{ sct by NASD staff.

1. OTHER MATTERS

A Tegent understands that it may attach # Statement of Corrective Action tu this AWC, which is a
statement of demonstrable corrective steps taken tb prevent future misconduct. Legent
understands that it may not deny the charges or make any statement that is inconsistent with the
AWC in this Statement. This Statemsnt does not constitute factual or legal findings by NASD,
nor does it reflect the vicws ofNA‘iD br its staff.

B. Legent agrees to pay any monetary saﬂct:ons 3mposed on'it upon notice that this AWC has been
accepted and that such payments aré due and payablé. Legent has attached an Election of
Payment form showing the method by ;whmh it proposes 10 pay any fine imposed,

C. Legent specifically and voluntarily wéives any right to it;laim that it is unable to pay, now or al
any time hereafter, any monetary sancﬁun imposed in lhis matter,

Tegent certifies that this AWC has been rcad and that all provnsmns of this AWC are understood, and
that Legent has been given a full opportunity to ask questions about it, and that no offer, threat,
inducement, or promise of any kind, other ﬁan the terms set:forth herein, has been made 10 induce
Legent to submit it. E

i
:

: LEGENT CLEARING LLC

2/, [, o S r

Datc Jofiref K. Sifne, President

Revicwed by:

G hf—

Counsel for Legent
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Accepted by NASD:

\2 -5 C%

Date

AL

ot e LS e LT

Signed on behaif of the Director of ODA,
by delegated authority

N/

: JCW Ziesman, Wﬂ Counsel

NASD District Q:' irector

i Thomas D. Cloé‘l'gh
: 120 West 12™ Street, Suite 900
. Kansas City, MO 64105

(816) 802-4700
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