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Respondcnt Clm;.agu Investmem Gﬂmp LLC snbnmted an Offer of Se&lmwnﬁ (Dﬂ‘er) to

1

Cﬂm_plm 0!! xlgnua:y 15, 2{]1(}. Pu]sumw FINRA Rille 9270(3), ihBCompialmq&an& the ‘.-.'..-' )
Nauonal Aﬂjuﬂicatmy Council (NAsC},wa erew §uboomm.1ttce of’ ihe NAC or the O:Hice.of

Disciplinary Affairs (ODA} have accepted the uncontested Offer. Accordingly, this Order now is
issued pursuant to FINRA. Rule 9270(e)(3). The findings, conclusions and sanctions set forth in
this Order are those stated in the Offer as accepted by the Complainant and approved by the

NAC.
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Order Accepting Offer of Setitement In
Disciplinary Proceeding No. 2007607329501

Under the terms of the Offer, Respondent has consented, without admitting or denying the
allegations of the Comphinf, and solety for the purposes of' this proceeding and airy other
proceeding brought by or on behalf of FINRA, or to which FINRA is a party, to the entry of
findings and violations consistent with the allegations of the Complaint, and to the impesition of
the sanctions set forth below, and fully understends that this Order will become part of
 Respondents permanent disciplinary record and may be considered in any future actions brought
by FINRA.
BACKGROUND

Chicago Investment Group, LLC (Member) became a member of FINRA on July 5, 1983, and
became registered with the Securities and Exchange Commission {SEC) on-ﬁpril 23,1982asa
troker-dealer. The Member’s membership with FINRA and registration with the SEC remain
currently in effect. ‘The Member conducts a general securities business on 2 fully disclosed basis.
At the time of the events in question, the Member did not have a relevant disciplinary history.

FINDINGS AND CONCLUSIONS
It has boen deterniined that the Offer be acoepted and that findings be made es follows:*

1. Between January 11, 2005 and September 18, 2006, Respondent executed a total
of approximately 3,900 CMO trades. During that fime period, Respondent executed 107 CMO
riskless principal transactions for customers and charged markups on the trades, which were not
fair and reasonable, in contideration of the factors set forth in IM-2440(b). Respondent charged

the customers mackups that ranged from 5.07% to 10.45%, as shown on Scheduls A, attached

! The findings herein are purseant to Respondent Chicago Investment Group, LLC’s Offer of Seitlement, and
ape not binding on George Reilly or any other person or entify named 25 a respondent in any pther proceeding.
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hereto and ineorporated I;ymferencc. Nothing in the nature of Réspondent’s business or the
securities transactions justified the markups, markdowns, or commissions at these levels.

2. Respondent violated NASD Conduct Rules 2110 and 2440 by failing 1o chasge its
customers fair prices i these socurities transactions as noted in paragraph 1 above. '

3. From at least March 2005 to March 2007, Respondent failed to establish and
maintain m adequate Supervisory system, including written procedures, and otherwise failed to
We to ensure that Respondent and its registered representatives complied with NASD Rule
2449 and chatged markups on CMO transactions that wese fair and reasonabie.

4. Respondent violated NASD Conduct Rules 2110 and 3010 by failing to esiablish
aud maintain an adequate supervisory system, including written procedures, designed o prevent
the violations as noted in paragraph 3 above.

5. FromMarch 14, 2005 and March 30, 2007, Respondent executed appsoximately
61,500 equity transactions. Dunngﬂ:atnmpmod,kespondenteﬂfwted lsueqmwmﬂns
for customers and charged markups, markdowns, orwmmssmnsmthetrades whmhwcrenot
feir and reasonable, in consideration of the factors set forth in IM-2440(b), as shown on Schedule
B, attached bereto and incorporated by reference. The amount of the markwps, markdowns, or

' commisgions ranged from 5.02% to 100%. Nothing in the neture of Respondent’s business or
the securities transactions justified the markups, markdowns, or commissions at these levels.

6.  OnJuly 20, 2005 and September 28, 2005, Respondent executed two equity
transactions for customers through the Midwest Stock Fxchange and chasped customers
commissions on the trades, which were pot fair and reasonable pursuant to NASD Rule 2110.

Respondent charged the customers® commissions of 5.18% and 6.45% for these transactions as
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shown on Schedule B. Noﬂﬁng in the nature of Respondent’s business or the sscurities
transactions justified commissions at these levels,

7. . Respondent violated NASD Conduct Rules 2110 and 2440 by failing to charge its
customers fair prices for the 150 securities transactions as listed in paragraph 5 above, and’
ﬁﬁiatedNASDConductRulszllobyfaﬂingwcharge its customers fair prices for the two
securities transactions as listed in paragraph & above, taking into consideration all relevant

8. From November 1, 2006 to January 31, 2007, Respondent effected 36 transactions
of débt securities that were “TRACE-eligible securities” under NASD Rule 6210(a). Respondent
failed to timely and accurately report cach of the 36 transactions in contravention of NASD Rule
6230.

_ 9. Respondent violated NASD Rules 2110 and 6230 by failing to timely and
accurately report TRACE-oligible sevurities ransactions a8 listed in paragrah 8 zbovo.

10.  From at least March 2005 to November 30,I 2006, Respondent failed -tu establish
and madntain an adequate supervisory system, including written procedures, :e;sonably des‘igned
to ensure that Respondent and its registered representatives complie;d with WASD Rule 2440 and
charged markups, markdowns and conmnissions on equity transactions that were fair and
reasamable. | .

11.  From at least March 2005 to March 2007, Respondent failed 1o establish and
maintain an adequate supervisory system, including written procedures, reasonably designed to

ensure that TRACE-eligible securities transactions were being timely and accurately reported.
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12, Respondent violated NASD Conduet Rules 2110 and 301G by failing to &stabhsh
and malnmm an adequate supervisory system, including written procedures, designed to prevent
the violations ag noted in paragraphs 5, 6, and 8§ above.

Based on fhese considerations, tho sanctions hereby imposed by the acceptance of the Offer are in
the public interest, are sufficiently remedial to deter Respondent from any futare misconduct, and
represent a proper discharge by FINRA, of its regulatory responsibility under fhe Securities
Exchange Act of 1934,

SANCTIONS
It is ordered that Respondent Chicago Investment Group, LLC be:

| N Cmsuted;‘
2. Fined $35,000;

3. Orderedto disgorge $327.08 to JR, a customer listed on SchedulelA who
purchased her CMO on September 6, 2005, plus interest at the rate set forth in
Section 6621 (a)(2) of the Internal Revente Code, 26 U.8.C. 6621(a)(2), from
November 21, 2007, until the date this Offer is accepted by the NAC .
Satisfactory proof of payment of the restitution or of reasonable and documented
efforts undertaken to effect mumhon shali be provided to FINRA staff no later
than 120 days after acceptance of this Offer. If for any reason Respondent cannot
locate the customer aRer reasonable and documented efforts within such period,
or such additiona) period agreed 1o by the staff, Respondest shail forward any
undiseributed restitution and interest to the appropriate escheat, vaclaimed
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4.

property, or abandoned property fimd for the state in which the customer is last

known to bave resided; and, |

Ordered to disgorge amounts charged over 5% in partial restitufion to the
customers listed on Schedule B attached hereto in the total amount of $9,130.76,
plus interest at the rate set forth in Section 6621(a)(2) of the Internal Revenue
Code, 26 U.S.C. 6621(2)(2), from the date of the trades, until the date this Offer is
accepted by fhe NAC. Satisfactory proof of payment of the restitution or of

" reasonsble and documented effotts undertaken to effect restitution shail be

* provided to FINRA staff no later than 120 days after acceptance of this Qﬁer; i
for any reason Respondent cannot jocate any customer identified in Schedule B
afler reasonable and documented efforts within such period, or such additional
period agread to by the staff, Respondent shall forward any ndistributed
zestitation and ir.r.tm'estmﬂm appropriate escheat, unclaimed property, or
abandoned property fund for the state in which the customer is Iast known to bave

regided.

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

SO ORDERED. -

FINRA
Sipned on behaif of the
Director of ODA, by delegated anthority

Rod & Scﬂuhz,f“ %

Senior Regional Counsel
FIMRA Department of Enforcement, District 8
55 West Monroe Street )
Chicago, IL 60603-5052
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