FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
NO. 2008011759201

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

RE: Michael A, Poutre, I
Registered Principal
{CRD No. 2482252)

Pursuant to FINRA Rule 9216 of FINRA’s Code of Procedure, 1, Michael A. Poutre, I, submit
this Letter of Acceptance, Waiver and Consent (*AWC”) for the purpose of proposing a
setilement 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 me alleging
violations based on the same factual findings described herein.

L
ACCEPTANCE AND CONSENT

A I hereby accept and consent, 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

Michael A. Poutre, II (“Poutre™) entered the securities industry as an Investment
Company and Variable Contracts Products Representative of a former registered
FINRA firm on July 1, 1994. On January 31, 1996, he became registered with a
FINRA firm as a General Securities Representative. On March 29, 2002, Poutre
became registered as a General Securities Principal with a former registered
FINRA firm. On September 27, 2006, he became registered in such capacities
with MaxxTrade, Inc., ("MaxxTrade”), a FINRA registered firm. He was
registered with MaxxTrade in such capacities until March 17, 2009. Poutre is
currently not registered in any capacities with any FINRA firm.
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RELEYANT PISCIPLINARY HISTORX
was the subject of two daciplinary actions by FINRA, and a Steis

Securities Department investigation within the last five years which were not
similar to the violations in this matter,

QVERVIEW

From August 2007 to November 2008, Poutre effected a total of 20 sales of
corporate bonds with markups, which ke koew, or should have kpown, were at
prices that were not fair and ressonable, in viclation of NASD Rule 2110 snd

2440.

NASD Conduct Rule 2440 provides ihat, in “over-the-ooumnter”
transactions,

if &« member buys for his own sccount from his customet, or
sella for his own account to his customer, he shall buy or
sell at a price which is fair, taking into consideration all
relevant circumstances... If he acts as agent for hig
customner, the member shall not charge his customer more
than a fair commission or service charge, taking inte
copsideration all relevant mrmmstam

Since 1943, F]I\TRAhaahaﬁnpohcywhmh sety ﬁvapuwmasﬂle
guidelize in determining whether markups or markdowns on equity trades
are exocssive. The Board of Governiors has made clear, howeves, that the
"5% Policy” is a guide, not a rule. IM-2440(a)(1). The policy set forth in
IM-2440 applies equally to commissions on agency tradea and to markups
or markdowns on principsl transactions. (See Notice & Members 93-81.)

The percentage of the charge is anly one of the faciors considered in -
detennining faimess. IM-2440(b) identifies seven other factors that
members ahould take into consideration in determining the fairness of a
charge. The first factor is the type of secucity involved. As I8 noted in the
Interpretive Memo, & higher percentage is geucrslly sppropriate for
common stock transactions than for bond tansections, Traditionally for
bond “transactions, a chargs of over 3% is considered. excéssive, The
second factor is the availability of the security in the market. How
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artivoly the seourity is traded, the effort and cost needed to buy or scll the
security, or any other unusual circumstances involving acquiring or selling
the security may bave a beariog on the charge. Here, all of the bonds were
actively aded and avaiflable on markets. The third factor is the price of
the security, and the fourth factor is the gize of the transaction. Lower
priced securitios and transactions that involve a small amount of money
may jostify higher percentage charges- betause. of handling coats.
Conversely, higher priced securities and lsrger wensactions which wm
involved in this matter should genarally have lower percentage chargea.!.
The fifik factor is whether disclosure 1o the customer is made beforn the
trangaction is effected, although “[d)isclosure itself ... does not justify a
commisgsion or markwp which is unfair or excessive in light of all other
relovant cirtumstances.” The sixth fictor is the pattern of the member's
charges. “While sach transaction must meet the tewt of fairness.. partictilgr
attention should be given to the pattern of a member’s markupa.” (See
IM-2440(b)(6).) The seveath factor is the nature of the member's
business. The cost of providing services to customers may be considered
in detexmining the faimess of charges,

Poutre Charged Excessive Markups For Bond Trunsactions

Between Navember 2006 and Novembcr 2003 Pﬂm *plaaad orders for -
the sale of corporate bonds and placed charges on the oxders for markps,
which were not falr and reasonsble, in consideration of the factors sst
forth in IM-2440(b). Poutre solicited 20 securities trangactions in actively
treded, liquid corparete bond tamsactions for custoraers, and charged the
customers markups, or markdowns that excesded 3% and $400, as shown
on Schedule A, attached hereto and incorporated by reference. Most of
fhese transactions were large, in that many of them exceeded 100 bonds.
Since these tudes all involved purchase or sales of corporate boods, &
markip or markdown over 3% would be considered excessive, The
corporate bondy involved in this matter were readily available in that the
clearing fivm trader was easily able to secure the supply requested. This
weiter involved large travsactions of higber priced securities, which

. justified lower percentage charges. The markup and markdowns were not -

disclosed ic the customers and the fnumiber. of Viplstive trausections
astablishes a pattern of excessive markups and merkdowns, In addition,
nothing in the nature of MaxxTrade’s and Poutre’s business sctivities
justified the markups, or markdowns of over 3%.

H

Trades with i

hgsmm&kdomwﬂchmm&edi%.hu:hadduﬂummmnhmlwﬂm

3400, were excioded from Bchadule A
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5. As sct forth above, Poutre violued NASD Conduct Rules 2110 and 2440
by charging Wis chstomers mors that a fair markup for the securities
wangactions listed on Schedulie A

1 also msmttothﬂlm;*osmunofﬂwmmmofathmy{ﬂ}) calendar day
suspension in all capecitics.!

I understand that if I am\iarmiormspmded from assacisting with anyFINRA
member, I becoms subject]to a statutory disqualification as that term is defined in
Section 3(a)(39) of the Seduritics Exchange Act of 1934, Accordingly, I may not
be associated with any member int any capacity, including clerical or
ministerial functions, during the period of the bar or suspension (fgg FINRA
Rules 8310 and 8311).

The sanctions impossd betkin shafl be effective on a dates sét by FINRA steff,
L

WAIVER OF FROCEDURAL RIGHTS

1 specificafty and voluntarily waive the following rights grauted under FINRA’s Code of

Procedure:

A

B.

To have a' Complaint issusy specifying the allegutions against me;

To be notified of the Complaiot and have the opportunity to answer the
allegations in writing: :

To defend againat the allegations ix s dlsciplinary hearing beforé & hesring panel,
to bive 8 written record ofithe hearing made and to have a written decision issued;
and

To appesl any such decisipn to the National Adjudicatory Council ("NAC”) and
then to the U.S. Scourities and Bxchenge Commission and & U8, Court of
Appezls.

Further, I specifically and voluntarily waive soy right to claim bias or prejudgment of the
General Counssl, the NAC, or sny member of the NAC, in connection with such person’s or

i

On Septemiber 23, 2009, Poutre fled a 7 bastkruptoy petition pusstent to Title 11, Usined Smtee
Code, Accordingly, re Mmuetary sanction is being assessad in this-matter. . _
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body's paiticipation in discussions regarding the terms and conditions of this AWC, or other
consideration of this AWC, including acceptance or rejection of this AWC,

1 further specifically and vohmtarily waive any right to claim that & peraon viclated the ex parte
prohibitions of FINRA Rule 9143 or the scparation of functions prohibitions of FINRA Rule
9144, in conmaction with such person’s or body’s partivipation in discussions regarding the terms
and conditions of this AWC, or other considerstion of this AWC, including its ncccpﬁncznr
Tejection.

. I,
OTHER MATTERS
I understand that:

A Submission of this AWC i& voluntary snd will not resolve this matter unlsss and
vl it has been reviewsd and accepted bry the NAC, a Review Subcomnnitiee of
the NAC, or the Office of Disciplinary Affairs (“ODA™), purguant to FINRA Rule
9216;

B. If this AWC js not accepted, its submission will not be uged as evidence to prova
sy of the allegations ageinstme; and |

C. If accepted:

1. this AWC will becorne purt of my permanent diseiplinary record and may
be considered in any fusure actions brought by FINRA or sny other
regulator against me;

2. this AWC will be made evaitable through FINRA’s public discloaure
program in reeponse to public inguiries shout my disciplinary record; A

3. FINRA tay mike a public announcement concerning thia agreemsnt and
the subject matter thereof in accordance with FINRA. Rule 8313; and

4, I mey not take any action or meke or permit to be madse amy public
statement, inoluding in regulatory filings or otherwise, denying, direotly or -
indirectly, any finding in this AWC or create tha 1mpression that the AWC
is without factual basis. 1 mey noi take sny position in eny procesding
brought by or on behalf of FINRA, or to which FINRA is a party, that is
incomsistent with sy part of this AWC, Nothing in this provision afficts
my right to take logal or factual positions in litigation or other legal
proceedings it which FINRA i3 not & party.
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D. Tmay attach a Corrective Action Staseanent to this AWC that is a statement of

demonstrable camective steps taken to prevent futnre misconduct. ! understand.

that I may not deny the cherges or make any statéinent that iv inconsistent with
tha AWC in this Statement. This Staternent does not constitute factnal or legal
findings by FINRA, nor does it reflect the views of FINRA or its staff.

[ cartify that X have read and understand alk of the provisions of this AWC and huve been given a
full opportunity to ask questions about it; that 1 have agresd to its 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 8 Complaint, has been mads to induce me to submit it.

&5/

Date Michael A. Poutre, II
Registered Principal
Reviewed by:
Counsel for Respondent
Acceptad by FINRA!
Zélf ﬁ/’ o  Signed on behalf of the

2"

Richard §. Sehultz  /

Senior Regional Counsel

FINRA Departmant of Enforcement
35 West Monros Street, Buite 2700
_Chicngo, Liinois 6&&03-5052
(312)399-4334 =
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