
ADMINISTRATIVE PROCEEDING 

BEFORE THE 

SECURITIES COMMISSIONER OF SOUTH CAROLINA 

IN THE MATTER OF: 

RAYMOND JAMES & ASSOCIATES, 
INC., & RAYMOND JAMES 
FINANCIAL 



Administrative Consent Order File No. 10056 

WHEREAS, Respondents admit the jurisdiction of the South Carolina Securities 

Commissioner (the "Commissioner") and the South Carolina Securities Division (the "Division") 

and consent to the entry of this Order by the Division; and 

WHEREAS, Respondents have voluntarily agreed to purchase ARS rrom certain 

customers, as described in Section IV below, and to use best efforts to provide liquidity solutions 

for certain other customers; and 

WHEREAS, Respondents neither admit nor deny the Findings of Fact and Conclusions 

of Law contained in this Order. 

NOW, THEREFORE, the Commissioner, as administrator of the South Carolina Uniform 

Securities Act of 2005 (the "Act"), hereby enters this Order: 

I. 

RESPONDENTS 

I. Raymond James & Associates, Inc. (CRD #705) was, at all times material herein, 

a Florida corporation with its principal place of business at 880 Carillon Parkway, St Petersburg, 

Florida 33716. 

2. Raymond James Financial Services, Inc. 

a l l  

3he 
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4. Respondents have customers located across the United States of America, 

including South Carolina. 

5. Prior to February 13, 2008, Respondents sold financial instruments known as 

auction rate securities ("ARS") to South Carolina residents. 

ARS 

6. ARS are bonds or preferred stocks that have interest rates or dividend yields that 

are periodically reset through an auction process, typically every seven (7), twenty-eight (28), or 

thirty-five (3 5) days. 

7. ARS are usually issued with thirty (30) year maturities, but ARS maturities can 

range from five years to perpetuity. 

8. ARS can be attractive investments to investors because ARS may offer slightly 

higher yields than various alternative products, including forms of cash alternative products. 

9. An ARS yield is determined by the periodic auctions (conunonly referred to as 

"Dutch" auctions) during which ARS are auctioned at par. 

10. ARS can be bought or sold at par at one of these periodic Dutch auctions. 

11. Under the typical procedures for an ARS auction in effect prior to February 13, 

2008, an investor, including Respondents' customers, who wished to purchase ARS at auction, 

submitted a bid that included the minimum interest or dividend rate that the investor would 

accept. 

12. ARS holders could either choose to keep their securities until the next auction or 

submit offers to sell their ARS. 

13. An auction agent collected all 7 i t  pro
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15. Bids with the lowest rate and then successively higher rates were accepted until 

all ARS sell orders were filled. 

16. The clearing rate was the lowest rate bid sufficient to cover all ARS offered for 

sale in the auction. 

17. If there were not enough bids to cover the ARS offered for sale in an auction, then 

an auction would fail. 

18. In a failed auction, investors who want to sell are not able to do so and such 

investors must hold their ARS until at least the next auction. 

19. In the event of a failed auction, an ARS issuer pays the holders a maximum rate 

or "penalty" rate, which is either a flat rate or a rate based on a formula set forth in the ARS 

offering documents. 

20. Penalty rates might be higher or lower than the prior clearing rate or market rates 

on similar products. 

21. To facilitate the auction process, issuers of ARS selected one or more broker-

dealers to underwrite an offering and/or manage an auction process. 

22. In many instances, these broker-dealers submitted their own bids to support the 

ARS auctions and to prevent the auctions from failing, maintain an orderly market, or set a 

clearing rate. 

23. Due to various market conditions in the early part of2008, many of the broker-

dealers that acted as underwriters of the ARS offerings or as lead managers for the ARS auctions 

stopped submitting their own bids in support of the ARS auctions. 

24. As a result, by February 13, 2008, the ARS market began to experience 

widespread auction failures, leaving ARS investors, including some of Respondents' customers 

throughout the United States of America, unable to sell their ARS holdings. 

25. On February 13, 2008, through the date of this Order, the ARS market has 

continued to experience widespread failures, making ARS holdings illiquid. 

4 
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26. Some ARS have been redeemed by their issuers since February 13, 2008. 

Thousands of ARS investors, however, including some ofRcspondents' customers, have been 

unable to liquidate their ARS positions through the auction process. 

27. Respondents' customers currently hold hundreds of millions of dollars in illiquid 

ARS that they are unable to sell through the auction process. 

Respondents' Roles in the ARS Market 

28. Respondent RJA acted as an underwriter of single-issue municipal auction rate 

securities ("MARS"). RJA managed the auctions of MARS it underwrote and of MARS 

underwritten by other broker-dealers. Additionally, RJA submitted bids in the auctions it 

managed to prevent them from failing, to maintain an orderly market, or to set a clearing rate. 

29. Respondent RJFS did not underwrite or act as an auction manager for ARS, and 

did not at any time submit bids in auctions. 

30. Respondents RJA and RJFS also acted as agents for their customers, on a solicited 

and unsolicited basis, by submitting customers' orders to purchase and sell two other ARS 

products: auction rate preferred securities backed by a pool of municipal bonds ("ARPS") and 

taxable auction rate securities, which were variable rate perpetual preferred stock issued by 

closed-end funds ("TARS"). As distributing or "downstream" broker-dealers for the ARPS and 

TARS, Respondents did not submit bids in these auctions. 

Respondents' ARS Sales to Customers 

3 l. In selling ARS to its customers prior to the middle of February, 2008, some of 

Respondents' registered representatives and financial advisors made inaccurate comparisons 

between ARS and other invess2ents' rate  Tc c 1.768 49 nts' 
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Respondents' registered representatives and financia 
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3. Respondents shall cease and desist from violating the Act and will comply with 

the Act. 

4. Within ten (10) days of the date on which this Order is entered, Respondents shall 

pay the sum of$ l 5,304A 1 dollars to the Division as a reimbursement ofcosts associated with 

this matter, which amount constitutes South Carolina's proportionate share of the total state 

settlement amount of $1, 750,000.00. In the event another state securities regulator determines 

not to accept Respondents' settlement offer, the total amount of the payment to the state of South 

Carolina shall not be affected. 

5. · Respondents shall take certain measures with respect to current and former 

customers with respect to "Eligible Auction Rate Securities", as defined below in Paragraph 

IV.6. 

6. "Eligible Auction Rate Securities". For purposes of this Order, "Eligible Auction 

Rate Securities" means auction rate securities purchased Rate Tc 1.5567l05pt Respondents b(fote )Tj
0.0567 Tc 2.614 0 Td
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1. Respondents shall keep the Purchase Offer open for seventy five (75) days after 

mailing the Initial Notice as required by Paragraph IV.9.b, above ("Offer Period"). 

11. Eligible Investors may accept the Purchase Offer by notifying Respondents as 

described in the Purchase Offer, at any time before 11 :59 P.M. Eastern Time, on or before the 

last day of the Offer Period. For those Eligible Investors who accept the Purchase Offer within 

the Offer Period, Respondents shall purchase their Eligible Auction Rate Securities by 
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respond to questions concerning the terms of this Order. Respondents shall maintain the 

telephone assistance line for at least nine months from the date of this Order. 

1 I. Relief for Eligible Investors Who Sold Below Par. Respondents shall use their 

best efforts to identify each Eligible Investor who: (i) purchased Eligible Auction Rate Securities 

at Respondents on or before February 13, 2008; and (ii) who sold those Eligible Auction Rate 

Securities below par between February 13, 2008 and the date of this Order ("Below Par 

Sellers"). Within 75 days of this Order, Respondents shall pay each Below Par Seller the 

difference between par and the price at which the Below Par Seller sold the Eligible Auction 

Rate Securities, plus reasonable interest thereon. Furthermore, Respondents will pay promptly 

the difference between par and the price at which the Below Par Seller sold the Eligible Auction 

Rate Securities, plus reasonable interest thereon to any Below Par Sellers identified more than 75 

days after this Order. 

12. Conseguential Damages Arbitration Process. 

a. Respondents shall consent to participate in a special arbitration process 

("Arbitration") for the exclusive purpose of arbitrating any Eligible Investor's consequential 

damages claim arising from their inability to sell Eligible Auction Rate Securities. In the 

Arbitration, the Special Arbitration Process applicable to firms that have entered into settlements 

with state regulators (the "State SAP") will 
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18. This Order is not intended to disqualify Respondents or any of its affiliates or 

current or former employees from any business that they otherwise are qualified or licensed to 

perform under applicable state securities law and this Order is not intended to form the basis for 

any disqualification. 

DA TED this _d.5. day of 
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sTATEoFC o.r ·cl~) 
County of (\f \\Ct ) \ 

File No. 10056 

RAYMOND JAMES & ASSOCIATES, INC 

By: _CJ_C-==:_w_·.,__,__ u-+--=--
Dennis W. Zank ~ 

Title: President 

Wll. SllHSCRIBED AND SWORN TO r,": ilii' l ~.., of_,.Q~u~ai:-·-'------
-~W G \ Q(~ 

My commission expires: 

' 
STATE OF ~ordC<l 

, I ) 
County of !, 0e\tC) ) 

Notary Public 

RA YM ND JAMES I]~l ~/9ES, INC 

By: / ~~ /- ~L --
nald K. Runkle 

Title: Senior Vice President, Chief Compliance Officer 

201 L 
SUBSCRIBED AND SWORN TO before me this\_f'_··,...,······· day of~~--+>~-----

My commission expires: 

~ Q cA-~-
Notary Public 
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CYNTHIA A CRANE J 
MY COMMISSION II DD 8835~5 

EXPIRES: June 22, 2013 
Bonded Thru Notary Pubiic Underwriters 
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The foregoing Administrative Consent Order 
was reviewed and approved by: 

ey for Respondents 
Raymond James & Associates Inc., and 
Raymond James Financial Service, Inc. 
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