Disciplinary and

Other FINRA Actions

Firm Suspended, Individual Sanctioned

Matrix Capital Group, Inc. (CRD® #33364, New York, New York) and
Christopher Francis Anci (CRD #2747555, Registered Principal, New York,

New York) submitted a Letter of Acceptance, Waiver and Consent in which

the firm was censured, fined $30,000 and suspended from executing any
variable annuity transactions for one year, with the exception of liquidating
transactions for existing customers. Before beginning to execute non-
liquidating variable annuity transactions for customers, the firm shall retain an
independent consultant to review and make recommendations concerning the
adequacy of its supervisory and operating procedures (written and otherwise)
as they relate to the matters described below, including the adequacy of its
supervisory procedures relating to review of variable annuity exchanges. The
firm shall provide FINRA with a written implementation report that is certified
by a firm officer. Anci was fined $20,000 and suspended from association with
any FINRA member in any principal capacity for one month.

Without admitting or denying the findings, the firm and Anci consented to the
described sanctions and to the entry of findings that the firm did almost no
business involving variable annuity products until a registered representative
who concentrated in variable annuities became registered with the firm.

The findings stated that the registered representative recommended that
customers surrender their variable annuities and replace them with another
annuity, and in each case the customer paid a surrender charge of at least
$1,000. Each of the customers accepted the recommendation and engaged

in the transaction. The findings also stated that these transactions caused a
total of more than $70,000 in surrender charges, and most of the customers
forfeited significant death and/or living benefits in the surrendered contracts.
The representative recommended the customers replace their pre-existing
variable annuities with new ones, select the same optional living benefit

rider and underlying subaccount selection, and purchase a 6 percent bonus
option. The findings also included that the representative provided the firm
with switch forms that falsely guaranteed income benefit, falsely claimed

a tax deferral that already existed on the surrendered product, and falsely
guaranteed to lock in gains daily instead of annually. The representative wrote
the same justifications for all the transactions, suggesting he was not tailoring
his recommendations to each customer’s financial situation and investment
objectives.
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FINRA found that the firm and Anci failed to exercise reasonable supervision over the
exchanges, failed to recognize or address the representative’s use of the same justifications
and his use of justifications not consistent with the actual product, and failed to ascertain
whether he was conducting or documenting any quantitative or substantive analysis of the
differences between the surrendered and acquired variable annuities, including an analysis
of the benefits being surrendered that might justify the recommended transactions.

Anci reviewed the switch forms only for completeness, and did not review the purported
basis for the recommended exchanges or whether the exchanges were suitable for each
customer. FINRA also found that Anci did not have any experience selling, reviewing or
supervising variable annuity sales prior to the time the representative joined the firm.

In addition, FINRA determined that although the firm hired a chief compliance officer
(CCO) with experience in variable annuities, it did not assign this person to supervise the
representative’s variable annuity transactions, but continued to allow Anci, its president, to
remain responsible for the supervision and review of variable annuity transactions.

The firm’s suspension is in effect January 21, 2014, through January 20, 2015. Anci’s
suspension is in effect from February 3, 2014, through March 2, 2014. (FINRA Case
#2011030254901)

Firm and Individual Fined

Integral Financial LLC (CRD #120343, San Jose, California) and Weiming Ho aka Frank

Ho (CRD #2692573, Registered Principal, Cupertino, California) submitted a Letter of
Acceptance, Waiver and Consent in which the firm was censured, fined $50,000, and
required, for one year, to file with FINRA’s Advertising Regulation Department at least 10
business days prior to use, all retail communications (as defined in FINRA Rule 2210) that
the firm intends to use or distribute. The firm is also required within 60 days of acceptance
of the AWC, to file with FINRA’s Advertising Regulation Department at least 10 business
days prior to use, any websites and/or Web pages that the firm has used and intends to
continue to use. Ho was censured, fined $10,000, and required within one year of the
acceptance of the AWC, to complete six hours of continuing education that is acceptable to
FINRA regarding regulatory requirements for public communications and/or supervision,
and certify in writing to FINRA that he has completed the training.

Without admitting or denying the findings, the firm and Ho consented to the described
sanctions and to the entry of findings that the firm engaged in an ongoing pattern

of using non-compliant public communications to promote a wide range of complex
investment products, including steepener products, to its Chinese-American customer base
despite prior, explicit guidance from FINRA. The findings stated that Ho was responsible
for ensuring that the firm’s communications with the public complied with regulatory
rules, and he took an active role in the firm’s creation, approval and supervision of public
communications. After FINRA advised the firm that the its mixed language advertisements
were misleading, the firm ceased publishing mixed language radio, television and
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newspaper advertisements. However, the firm continued to disseminate non-compliant
public communications on its website and in electronic communications. The findings

also stated that the firm regularly received FINRA review letters that identified advertising
violations in those public communications, but did not incorporate that guidance into those
public communications because the firm’s practice was to publish the communications
without waiting to receive FINRA’s letters, which consistently resulted in advertising
violations. The firm did not always incorporate the guidance from FINRA into its subsequent
public communications because the firm’s vice president did not receive or review

FINRA’s letters or speak with FINRA regarding its guidance. Instead, Ho performed this
function. The findings also included that Ho was responsible for supervision of the firm’s
websites. Ho was not aware that one of the firm’s websites contained substantive content
available to the public and did not understand that the firm’s websites constituted retail
communications and/or advertisements under advertising rules. As such, no one at the firm
reviewed or pre-approved the firm’s ancillary website and the firm failed to file certain Web
pages with FINRA, as required.

FINRA found that the firm failed to establish and maintain a supervisory system

reasonably designed to achieve compliance with NASD and FINRA rules regarding public
communications. Ho failed to adequately supervise the firm’s public communications, and
Ho and the firm did not adequately implement the firm’s written supervisory procedures
(WSPs) regarding public communications. As a result, the firm and Ho repeatedly approved
public communications that failed to adhere to the content standards set forth in the firm’s
WSPs, applicable advertising rules and FINRA letters. (FINRA Case #2010022099101)

Firms Fined

Aurora Capital LLC (CRD #37924, New York, New York) submitted a Letter of Acceptance,
Waiver and Consent in which the firm was censured and fined $10,000. Without admitting
or denying the findings, the firm consented to the described sanctions and to the entry of
findings that it conducted a securities business while failing to maintain its minimum net
capital required by Section 15(c) of the Securities Exchange Act of 1934 and Rule 15c¢3-1
promulgated thereunder. The findings stated that the firm had a regulatory minimum net
capital requirement of $7,730 and actual net capital of $16,746, resulting in a net capital
deficiency of $24,476. The net capital deficiency was due to the firm'’s decision to offset
commissions payable without sufficient documentation. The findings also stated that the
firm maintained inaccurate financial books and records as a result of the firm’s improper
offset of commissions payable and the firm’s improper classification of unearned fees as
deferred revenue. (FINRA Case #2012033866301)

Barclays Capital Inc. (CRD #19714, New York, New York) submitted a Letter of Acceptance,
Waiver and Consent in which the firm was censured and fined $10,000. Without admitting
or denying the findings, the firm consented to the described sanctions and to the entry
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of findings that when it was acting as an underwriter, the firm failed to timely file the
official statement relating to offerings and the official statement amendment related to an
offering. The findings stated that all but one of the untimely filings were made within 35
days of the deadline. The firm inaccurately filed with the Municipal Securities Rulemaking
Board’s (MSRB) Electronic Municipal Market Access System (EMMA) the official statement
relating to offerings and exempt limited offerings. The firm failed to timely file Advance
Refunding Documents (ARDs) and the untimely ARD filings were between one and 136 days
late. (FINRA Case #2011025586901)

Bay Mutual Financial, LLC (CRD #130535, Santa Monica, California) submitted a Letter

of Acceptance, Waiver and Consent in which the firm was censured and fined $5,000.
Without admitting or denying the findings, the firm consented to the described sanctions
and to the entry of findings that it used the mails or other means or instrumentalities

of interstate commerce to effect transactions in securities while failing to maintain its
required minimum net capital. The findings stated that the firm failed to make and keep
current accurate books and records, in that its net capital computations and records on
certain dates were materially inaccurate and overstated the firm’s net capital. The findings
also stated that the firm is required to make and keep current ledgers (or other records)
reflecting all assets and liabilities, income and expense, and capital accounts. However, the
firm’s general ledger as of a certain date did not accurately reflect certain accrued liabilities.
Consequently, the firm’s general ledger as of that date contained material inaccuracies.
(FINRA Case #2012034574501)

BB&T Securities, LLC fka Clearview Correspondent Services, LLC (CRD #142785, Richmond,
Virginia) submitted a Letter of Acceptance, Waiver and Consent in which the firm was
censured and fined $300,000. Without admitting or denying the findings, the firm
consented to the described sanctions and to the entry of findings that its affiliate and
former member firm, Scott & Stringfellow LLC (S&S), with which it has since merged,
effected sales of unregistered securities in contravention of Section 5 of the Securities

Act of 1933. The findings stated that the firm participated in the sale of approximately
242 million shares of unregistered stock of low-priced securities on behalf of issuers,
which generated proceeds of approximately $537,000. The securities were not subject

to a registration statement. The findings also stated that despite certain questionable
circumstances surrounding the sales, such as the substantial deposits of the same low-
priced securities in related accounts at the firm followed shortly by liquidation of the
shares, S&S failed to conduct a searching inquiry to ensure that the sales did not violate
Section 5 of the Securities Act. The findings also included that S&S failed to adequately
enforce its WSPs regarding the sales of unregistered securities. S&S did not have any
documentation to show that it performed any reviews or asked the questions that the
firm’s WSPs mandated concerning the subject securities before they were sold. In fact, the
firm did not conduct, as its WSPs required, sufficient inquiries on any of the physical stock
certificates that it received in the customer accounts, even though there were several “red
flags,” some of which were identified in the WSPs. These red flags included customers
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opening new accounts and delivering physical certificates representing a large block of
thinly traded or low-priced securities, and the customers having a pattern of depositing
physical certificates, immediately selling the shares and then wiring the proceeds of the
resale. The firm'’s brokers who serviced the accounts in question did not conduct any
searching inquiries and instead assumed that the firm’s clearing firm was supposed to
ensure that all securities deposited were available to sell.

FINRA found that S&S failed to implement an adequate anti-money laundering (AML)
program designed to detect and cause the reporting of suspicious activity. The firm’s

AML program failed to adequately address potentially suspicious activity related to the
deposits and liquidations of unregistered low-priced securities before or at the time the
liquidations commenced. FINRA also found that S&S failed to adequately respond to red
flags that were apparent at the time sales began, did not conduct appropriate due diligence
on the underlying clients and the issuers before proceeding with further transactions, and
failed to review whether the trades represented potentially manipulative activity on the
market. The firm’s AML program eventually detected and stopped the questionable trading
activity. Nevertheless, the activity was allowed to continue for approximately four months
before the firm stopped it. In addition, FINRA determined that BB&T and S&S failed to
consistently send letters to customers notifying them of a change in address made to their
account records, due to a problem with the automated systems the firm utilized. Moreover,
FINRA found that S&S failed to maintain sufficient records of its research analysts’ public
appearances made to ensure that they made disclosures NASD Rule 2711(h) required. As
aresult, the firm’s records did not show what disclosures were made with these public
appearances and, most importantly, whether any disclosures complied with NASD Rule
2711(h). (FINRA Case #2012033723601)

BNY Mellon Capital Markets, LLC (CRD #17454, New York, New York), MBSC Securities
Corporation (CRD #231, New York, New York), Pershing LLC (CRD #7560, Jersey City,

New Jersey), and Pershing Advisor Solutions LLC (CRD #36671, Jersey City, New Jersey)
submitted a Letter of Acceptance, Waiver and Consent in which the firms were censured
and fined $275,000, jointly and severally. Without admitting or denying the findings, the
firms consented to the described sanctions and to the entry of findings that email retention
errors were the result of the faulty configuration of the BlackBerry server in which emails
relating to the firms’ business were not properly journaled to the retention system and
were not retained consistent with Securities and Exchange Commission (SEC), FINRA

and NASD® rules. The findings stated that if the sent email included a recipient within

the organization, the email would be journaled to the retention system as an incoming
message. The email retention errors impacted emails sent from a BlackBerry to an outside
recipient that did not copy anyone within the organization. The faulty configuration
responsible for the email retention error was discovered and corrected. The firms
subsequently recovered a substantial portion of the emails that were impacted by the email
retention error. The findings also stated that as a result of the messaging retention errors,
the firms did not retain or review any BlackBerry messages that were sent or received. The
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firms’ respective policies specifically prohibited the use of BlackBerry Messages for business
purposes by associated persons of the firms. The messaging retention errors resulted from
the failure of the technology groups to consistently configure newly issued BlackBerrys to
disable BlackBerry messages, as the firms directed. The messaging retention errors were
discovered, at which time the firms universally blocked messages and integrated other
forms of BlackBerry messages into the retention and supervisory system. (FINRA Case
#2012032995001)

Boenning & Scattergood, Inc. (CRD #100, West Conshohocken, Pennsylvania) submitted a
Letter of Acceptance, Waiver and Consent in which the firm was censured and fined $7,500.
Without admitting or denying the findings, the firm consented to the described sanctions
and to the entry of findings that it inaccurately reported the M020 Special Condition
Indicator to the Real-Time Transaction Reporting System (RTRS) in municipal securities
transaction reports. (FINRA Case #2011030288901)

Cantor Fitzgerald & Co. (CRD #134, New York, New York) submitted a Letter of Acceptance,
Waiver and Consent in which the firm was censured, fined $37,500 and required to revise
its WSPs regarding supervisory system, procedures and qualifications; order handling; and
FINRA Rule 6760. Without admitting or denying the findings, the firm consented to the
described sanctions and to the entry of findings that it failed to provide written notification
to its customers that transactions were executed at an average price. The findings stated
that the firm transmitted reports to the Order Audit Trail System (OATS™) in which the
firm incorrectly populated the customer instruction flag, incorrectly reported the capacity
of a principal execution, incorrectly populated the desk type code within a desk report,
incorrectly submitted a desk report, and incorrectly populated the customer instruction
flag and desk type code with a desk report. The findings also stated that the firm failed

to document all required route information for OATS orders. The findings also included
that the firm’s supervisory system did not provide for supervision reasonably designed to
achieve compliance with applicable securities laws, regulations and/or FINRA and SEC rules
addressing minimal requirements for adequate WSPs in supervisory system, procedures
and qualifications (ensuring personnel are properly registered), and order handling
(disclosure of order execution information).

FINRA found that the firm failed to report to the Trade Reporting and Compliance

Engine® (TRACE®) S1 transactions in TRACE-eligible corporate debt securities within 15
minutes of the execution time. The firm failed to report the correct market identifier in
S1transactions in TRACE-eligible agency debt securities to TRACE, and failed to report the
correct contra-party identifier for some transactions. FINRA also found that the firm failed
to report new issue offerings in TRACE-eligible agency debt securities to FINRA according
to the time frames set forth in FINRA Rule 6760. The firm'’s supervisory system did not
provide for supervision designed to achieve compliance with FINRA Rule 6760. (FINRA Case
#2012031646901)

6 Disciplinary and Other FINRA Actions


http://disciplinaryactions.finra.org/CaseDetailRecords.aspx?CaseNB=2012032995001
http://disciplinaryactions.finra.org/CaseDetailRecords.aspx?CaseNB=2012032995001
http://disciplinaryactions.finra.org/CaseDetailRecords.aspx?CaseNB=2011030288901
http://disciplinaryactions.finra.org/CaseDetailRecords.aspx?CaseNB=2012031646901
http://disciplinaryactions.finra.org/CaseDetailRecords.aspx?CaseNB=2012031646901

February 2014

Cambridge Investment Research, Inc. (CRD #39543, Fairfield, lowa) submitted a Letter

of Acceptance, Waiver and Consent in which the firm was censured and fined $12,500.
Without admitting or denying the findings, the firm consented to the described sanctions
and to the entry of findings that it failed to ensure that it preserved, maintained and
reviewed two registered representatives’ business emails. The findings stated that the
firm’s procedures did not effectively ensure that the representatives actually forwarded
all business-related emails to a dedicated firm email address. The firm’s correspondence
transmittal form only required the branch office to send incoming and outgoing securities-
related client correspondence to its home office. The form was flawed because NASD Rule
3010(d) requires firms to review and retain all communications with the public relating
to the firm’s securities business, not just communications with clients. The findings also
stated that due to the deficiencies in its procedures, the firm failed to detect two of its
registered representatives’ outside business activities and private securities transactions.
(FINRA Case #2010023826301)

Center Street Securities, Inc. (CRD #26898, Nashville, Tennessee) submitted a Letter of
Acceptance, Waiver and Consent in which the firm was censured and fined $30,000.
Without admitting or denying the findings, the firm consented to the described sanctions
and to the entry of findings that it failed to establish, maintain, and enforce adequate
supervisory systems and WSPs to appropriately monitor its associated persons’ use of
external email accounts to conduct firm-related business. The findings stated that at
least 35 associated persons used external email accounts for business purposes, but the
firm’s email system did not capture the emails for retention and review. (FINRA Case
#2012030379801)

Charles Schwab & Co., Inc. (CRD #5393, San Francisco, California) submitted a Letter of
Acceptance, Waiver and Consent in which the firm was censured, fined $175,000 and
required to conduct a comprehensive review of the adequacy of its AML policies, systems,
procedures (written or otherwise), and training with respect to detecting and reporting
suspicious incoming wire transfers, and to certify in writing to FINRA that the firm has

in place policies and procedures to address and correct violations. Without admitting or
denying the findings, the firm consented to the described sanctions and to the entry of
findings that it opened accounts for a new investor, through an independent investment
adviser, who stated on new account applications that she was an employee of a U.S.
financial services firm. The findings stated that the customer sent wire transfers totaling
$96 million from an account the financial services firm owned to the newly opened
accounts at Schwab, with the wire transfer instructions noting the source of the money
was a corporate account in the financial services firm’s name. The customer had initiated
the wire transfers from her employer’s account using account access she had gained
through fraudulent means. No one at Schwab commenced an inquiry into the incoming
wire transactions. The findings also stated that the customer invested some of the funds
in mutual funds and money market funds, and did not make any withdrawals prior to
the detection of her theft. The findings also included that the U.S. attorney charged the
customer with one count of wire fraud to which she pled guilty, and she was sentenced to a
63-month prison term.
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FINRA found that as part of the firm’s AML program, it utilized a computer system to surveil
accounts and transactions for potentially suspicious activity. The firm’s incoming electronic
transactions scenario in the computer system failed to generate any alerts for the incoming
wire transactions, and they were not escalated for further investigation because the firm’s
process for determining whether accounts were related did not designate the accounts as
related, so no AML alert was generated even though an alert should have been generated.
The firm’s system also did not generate an alert for large dollar deposits into newly-
opened accounts or for the aggregate amount of the wires, which was $96 million. Even

if the system had generated an alert, under the firm’s system, the incoming wires in the
customer’s accounts would not have generated a sufficient number of alerts for the activity
to be escalated for review by an analyst. FINRA also found that the financial services firm
notified Schwab that the funds had been stolen. Schwab froze the accounts and returned
the funds, minus approximately $126,000 in losses incurred on investments made in the
accounts. In addition, FINRA determined that Schwab failed to implement policies and
procedures that could reasonably have been expected to detect and cause the reporting of
suspicious activity. (FINRA Case #2011029074302)

Chase Investment Services Corp. (CRD #25574, Chicago, lllinois) submitted a Letter of
Acceptance, Waiver and Consent in which the firm was censured and fined $825,000.
Without admitting or denying the findings, the firm consented to the described sanctions
and to the entry of findings that it failed to deliver approximately 1,101,271 prospectuses
to its customers for certain mutual fund and exchange-traded fund (ETF) transactions.
The findings stated that the firm satisfied its mutual fund and exchange-traded fund
prospectus delivery obligation by contracting with a third-party service provider. Although
the firm relied on the service provider to deliver its mutual fund and ETF prospectuses

to customers, it remained the firm’s responsibility to review transactions and verify

that a prospectus was properly delivered when required. The firm launched a fee-based,
discretionary, unified managed account through which clients could hold, among other
investments, mutual funds, ETFs and money market funds. Due to a configuration error

in the automated systems the firm utilized for prospectus delivery, the firm directed

its service provider to deliver prospectuses for mutual fund and ETF transactions to the
investment adviser, a firm affiliate, instead of customers. As a result, the firm failed to
deliver prospectuses to the unified managed account customers for whose accounts
mutual funds and ETFs had been purchased, and those customers were not provided with
important disclosure information about the products. The findings also stated that the
firm failed to establish and maintain a supervisory system reasonably designed to achieve
compliance with federal rules regarding prospectus delivery requirements. The firm did not
have a formal procedure for reviewing the service provider’s prospectus delivery reports for
the unified managed accounts and did not assign anyone to review the service provider’s
prospectus delivery reports or the service provider’s system for these accounts. The firm
had access to the service provider’s system, which identified to whom a prospectus had
been delivered, but failed to follow up and review the information to ensure that the
service provider was sending prospectuses to customers as required. In fact, the firm did
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not provide the firm groups that monitored prospectus delivery compliance access to the
service provider system. Thus, the firm did not detect that it failed to send prospectuses to
its customers for mutual fund and ETF transactions. (FINRA Case #2011026279101)

Citadel Securities LLC (CRD #116797, Chicago, lllinois) submitted a Letter of Acceptance,
Waiver and Consent in which the firm was censured and fined $30,000. Without admitting
or denying the findings, the firm consented to the described sanctions and to the entry of
findings that it effected transactions during numerous trading halts. The findings stated
that in each instance, the firm effected a transaction in a security while a trading halt was
in effect for such security. (FINRA Case #2011029287501)

Citigroup Global Markets Inc. (CRD #7059, New York, New York) submitted a Letter of
Acceptance, Waiver and Consent in which the firm was censured and fined $15,000.
Without admitting or denying the findings, the firm consented to the described sanctions
and to the entry of findings that it untimely filed the official statement relating to offerings
with MSRB’s EMMA, by filing after the deadlines set by MSRB Rule G-32 or after the closing
date. The findings stated that the firm made inaccurate filings to EMMA and untimely

filed Competitive Advance Refunding Escrow Trust Agreements, which are defined as ARDs
under Rule G-32. (FINRA Case #2011025578201)

Commerz Markets LLC (CRD #41957, New York, New York) submitted a Letter of
Acceptance, Waiver and Consent in which the firm was censured and fined $7,500. Without
admitting or denying the findings, the firm consented to the described sanctions and to

the entry of findings that on three settlement dates, the firm submitted inaccurate short
interest reports by correctly reporting the number of positions but underreporting the
number of shares. (FINRA Case #2011027759701)

Deutsche Bank Securities Inc. (CRD #2525, New York, New York) submitted a Letter of
Acceptance, Waiver and Consent in which the firm was censured, fined $30,000, and
required to revise its WSPs regarding the reporting of new issues to TRACE. Without
admitting or denying the findings, the firm consented to the described sanctions and to
the entry of findings that it failed to report the correct trade time to the RTRS in municipal
securities transaction reports. The findings stated that the firm failed to report information
regarding purchase and sale transactions effected in municipal securities to the RTRS in the
manner prescribed by MSRB Rule G-14 RTRS Procedures and the RTRS Users Manual and
failed to report information about such transactions within 15 minutes of trade time to an
RTRS Portal. The firm failed to document the correct execution time on trade memoranda
for transactions in municipal securities. The findings also stated that the firm failed to
report new issue offerings in TRACE-eligible corporate securities to FINRA within the time
frame of FINRA Rule 6760(c). The findings also included that the firm’s supervisory system
did not include WSPs reasonably designed to achieve compliance with applicable securities
laws, regulations and FINRA rules concerning the reporting of new issues to TRACE. FINRA
found that the firm failed to report to TRACE P1 transactions in TRACE-eligible corporate
securities within T+1. (FINRA Case #2011028814601)
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Deutsche Bank Securities Inc. (CRD #2525, New York, New York) submitted a Letter of
Acceptance, Waiver and Consent in which the firm was censured and fined $40,000.
Without admitting or denying the findings, the firm consented to the described sanctions
and to the entry of findings that it permitted two statutorily disqualified persons to
associate with the firm. The findings stated that although the firm had written pre-
employment screening policies and procedures, it did not implement and enforce them
with respect to non-registered employees transferring from another firm-related entity.
The firm did not fingerprint the individual and other non-registered transferees upon their
hire, nor did it conduct the requisite background checks to ensure that it was not employing
a person subject to a statutory disqualification. The findings also stated that the individual
had become employed with a firm affiliate, which conducted a background check and
submitted his fingerprints to the appropriate authorities. The individual completed an
employment application on which he indicated he had been employed with a FINRA/New
York Stock Exchange (NYSE)-regulated firm but did not disclose he had been terminated
from this broker-dealer for misappropriation of customer funds and that there was an
open NYSE investigation into this matter. The individual did not subsequently disclose to
the affiliate that shortly after his hire, he was barred by the NYSE and was thus subject to
a statutory disqualification. A firm staff member alerted the individual’s supervisor that
the individual had been barred and the individual’s employment was terminated. The
findings also included that a subsequent review of firm non-registered employees disclosed
a second person was subject to statutory disqualification because of a criminal conviction.
As with the first individual, the firm did not conduct a background check or submit her
fingerprints to the Federal Bureau of Investigation (FBI). (FINRA Case #2011030737001)

Eagle Ledge Capital, LLC (CRD #150804, Fresno, California) submitted a Letter of
Acceptance, Waiver and Consent in which the firm was censured and fined $5,000. A lower
fine was imposed after considering, among other things, the firm’s revenue and financial
resources. Without admitting or denying the findings, the firm consented to the described
sanctions and to the entry of findings that it failed to report TRACE-eligible transactions to
TRACE. The findings stated that although the firm relies on the firm it piggybacks through
to report the transactions to TRACE, the firm still has the responsibility for ensuring that
TRACE-eligible transactions are being properly reported to TRACE. Transactions the firm
reported to TRACE were canceled shortly after entry; however, the firm failed to suppress
or modify those trades to reflect their cancellation in TRACE. The findings also stated that
the firm was the underwriter of a TRACE-eligible security for a bond offering. The firm was
required to provide certain information contained within FINRA Rule 6760 to the TRACE
Operations Center. The firm’s WSPs outline a process for providing such information to the
TRACE Operations Center; however, the firm failed to provide the TRACE Operations Center
with the required information. (FINRA Case #2012030570201)

eRoom Securities L.L.C. (CRD #41257, Chicago, lllinois) submitted a Letter of Acceptance,
Waiver and Consent in which the firm was censured, fined $37,500 and required to
revise its WSPs regarding OATS reporting. Without admitting or denying the findings, the
firm consented to the described sanctions and to the entry of findings that it failed to
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transmit Reportable Order Events (ROEs) to OATS on numerous business days during the
review period. The findings stated that the firm’s supervisory system did not provide for
supervision reasonably designed to achieve compliance with applicable securities laws,
regulations and FINRA rules concerning OATS reporting. (FINRA Case #2011029697301)

First Integrity Capital Partners Corp. (CRD #146049, West Palm Beach, Florida) submitted

a Letter of Acceptance, Waiver and Consent in which the firm was censured and fined
$10,000. Without admitting or denying the findings, the firm consented to the described
sanctions and to the entry of findings that it failed to establish and maintain a system,
including WSPs, reasonably designed to supervise its proprietary trading. The findings
stated that the firm hired a trader to engage in riskless principal trading for the firm,
wherein the trader could only simultaneously open and close a position in U.S. Treasuries.
The firm submitted a continuing membership application (CMA) to conduct proprietary
trading to FINRA, which was approved. In connection with the CMA, the firm told the trader
that he could not trade a position in excess of $5 million par value because of its capital
constraints. The firm failed to document the trading limitations in its WSPs or anywhere
else. The findings also stated that the firm was aware that some of the trader’s former
member firms had alleged that the trader had engaged in unauthorized trading while

the firm employed him. Nevertheless, to supervise or monitor the trader’s proprietary
trading, the firm relied entirely upon the trader to provide it with accurate order tickets for
his trades. The firm permitted the trader to create the tickets on his Bloomberg terminal
and required him to provide those tickets, instead of having the terminal automatically
generate the order tickets for each trade, to an employee who handled administrative

and back office matters for the firm. The employee then entered the trades into the firm’s
clearing system and checked the tickets to ensure that there weren’t any open positions

at the end of each trading day. The firm did not adequately supervise the trader’s trades

on a real-time basis. The firm’s WSPs did not adequately describe how the firm would
monitor its proprietary trading to ensure compliance with the imposed trading limits. The
only way the firm could have detected any irregularities with the trader’s trading was if
and after a fail had occurred. The findings also included that because of the firm’s deficient
supervisory system, the trader was able to place trades in excess of his trading authority.
To accomplish this feat, the trader submitted order tickets to the firm that contained

false execution times, which incorrectly indicated that he was complying with the firm’s
limitations by simultaneously opening and closing positions of $5 million par value, which
caused the firm to maintain inaccurate order tickets. FINRA found that the trader opened a
$25 million par value short position in U.S. Treasuries in trades for the firm. Because of the
firm’s deficient supervisory system, it did not learn of the open position until a contra party
contacted the firm about it, which resulted in the firm conducting securities business while
it was net capital deficient. (FINRA Case #2011029829001)

FMSbonds, Inc. (CRD #7793, Boca Raton, Florida) submitted a Letter of Acceptance, Waiver
and Consent in which the firm was censured and fined $13,500. The firm has previously
paid a total of $7,426.50 in restitution. Without admitting or denying the findings, the
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firm consented to the described sanctions and to the entry of findings that it purchased
municipal securities for its own account from customers and/or sold municipal securities
for its own account to customers at an aggregate price (including any markdown or
markup) that was not fair and reasonable, taking into consideration all relevant factors,
including the best judgment of the broker, dealer or municipal securities dealer as to the
fair market value of the securities at the time of the transaction and of any securities
exchanged or traded in connection with the transaction; the expense involved in effecting
the transaction; the fact that the broker, dealer or municipal securities dealer is entitled to
a profit; and the total dollar amount of the transaction. (FINRA Case #2010022721801)

Girard Securities, Inc. (CRD #18697, San Diego, California) submitted a Letter of Acceptance,
Waiver and Consent in which the firm was censured and fined $15,000. Without admitting
or denying the findings, the firm consented to the described sanctions and to the entry of
findings that it did not establish and maintain systems and procedures, including written
procedures, that were reasonably designed to prevent fraudulent third-party wire transfers.
The findings stated that the firm’s clearing firms issued a number of alerts and updates
concerning a rise in fraudulent email instructions used to effect fraudulent wire transfers.
As a result, the firm adopted procedures governing ad-hoc third-party federal funds

wired. The procedures stated that where the relationship between the account holder

and the recipient of the wire is not clearly identifiable and the amount of the payment
exceeds $20,000, third-party federal fund wires could be processed provided a senior
compliance officer (or another authorized senior officer of the firm) signed an attestation
document confirming that the firm has verbally confirmed the Letter of Authorization

(LOA) instructions with the account holder(s) or those authorized to act on their behalf. The
attestation was modeled after an attestation distributed by one of the firm’s clearing firms,
along with new clearing firm procedures for processing third-party wires. The findings

also stated that the firm adopted the attestation, but failed to establish adequate systems
and procedures concerning the use of this document. The firm did not designate who,
specifically, should verbally confirm the authenticity of the wire instructions with the client.
Though the firm changed its procedures in response to the clearing firm’s no