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FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OFACCEPTANCE, WAIVERAND CONSENT

NO. 2013?39500-01

TO: Department of Enforcement
Fin?nrt?? Industry Regulatory Authority ("FINRAD

RE: Gates CapiWCorparation, R?sponrle.nt

BD No. 29582

P?suant to FINRA Rule 921 6 of FINRA's Code of Procedum, Respondent, Gates Capital
Corporation ?'Gates Capital" or the UFinn"), m,hmitg this Letter of Aooep?noe, Waiver md
r?n?? (UAWCD for the purpose ofproposing a settlement of the alleged nlle violations
described below. This AWC is submitted on the condition that, if -?? FINRA will not
bring any firtu?e actions Bgnin*t the Firm alleging violations based on the same fachmI ft?wt;ng'?

des?bed herein.

L

ACCE?FrANCEANDCONSENT

A. The Firm hereby accept? and cons?nts, without admitting or denying the flnrl?ngf
and solely for the purpO?es ofthis Proceeding and any other proceeding brought
by or on behalf of FINRA, or to which FINRA is aparty, prior to a henring and
without an adjudication ofany issue of law or fact, to the entry of the fbllowing
findings by FINRA:

BACKGROUND

Gates Capital has been a member of FINRA since Mmch 25, 1992. The Firm,
which ia 1 

- 
1 

r - l--1 in New York, New York, has three branches and
approximately 24 registered representatives. The Finn's b,,?,n'e? primarily
involves theund?wriling of municipal sect?ities.

.? i- A ..-?/. ? Je) t ?- JA 
, .?* ; t -'? ?? :

In February 2012, ?*be? Capital emered into m, AWC with FINRA th?ough which
the Firm consented to finrHnglt that it had violated MSRB Rule G-34 by failing to
submit M?e,e,t rate reset inf?*i?iation fbr 1,532 Variab!e Rate De.mnnrl
Obligationaf*VRDO?D  to the Short-tmn Obligation Rate Transparency System
?SHORT') within the time requirements t,i??,;bed by Rule G-34. The Firm
was censured and fined $10,000.

In June 2011, Gates Capital entered into an AWC with FINRA through which it
cn,een?ed to finrlin? that it ( 1 ) failed to mport the cu,ie?i Time of Trade to the



Real-time Transaction Reporting System c'RTRSD in 64 reports of transactions
in rrutn;r?p*1 securities, in violstion of MSRB Rule 0-14(bXii); (2) failed to report
information iegaiding 144 purchase and sale tr?n?rtions effected in municipal
?ecurities within 15 n,in?'*'? of'Iime of Trade to an RTRS Portal, in violation of
MSRB Rule G-14; (3) failed to show the cor?ect time of execution on the
memorandtim of 59 tia?sactions in municipal securities, in violation ofMSRB
Rule G-8; mid (4) failed to ?e???weh a Supervisory system r??.nn?bly designed to
achieve comptia.w? with respect to the applicable securities laws and regulations,
and MSRB rules, oonc?M.ng mtmicipal securities trm,??.tion teporting, in
violation ofMSRB Rule G-27. The Firm was cenm?red and fined $17,500.

Gates Capital has no other relevant disciplinary history with the Securities and
Rrchm?ge Commission, FINRA? any other self-regulatory.- rt..:,-1'.on or any
sta?e semnities regulator.

OVER??W

This matter cuuceizis Gates Capital's imtimely submission of?nforrn?tion
con?eming VRDOs to the MRRR, including the d* and time when the ?.14...,1

rates for the VRDOs were reset, in violation of MSRB Rule G-34. In addition,
the Firm mlbmitted in?ccn??tm infhrm?tinn to the MSRB regmdi?g the time at
which the Firm A?'m'ined the interest rate resets for VRDOs. Finther, the Firm
failed to m?int?;n records reg*rding the irr???est ra?e reset times. By virtue ofthis
#arnnAuct, lhe Firm viola?ed MSRB Rules 0-8 ?nd O-34. F??th?, lhc Firm's
Mttea merv'm moeduxa wm Dot p.-mnm MrA .0 as,m
complianoe with MSRB Rules, in violation ofMSRB Rule G-27.

MCTSANDVIOI???ITV?CONDUCI,

1. MSRB Rule G-34 requires a rem??I?eting agen? like Gates Capital, to
submit certain infbrmation regarding a VRDO ii?ieresi rate reset to the
SHORT s,Biem by 6:30 pm. Eastern Time on the d* of the iuierc?i rate
reset (except under .;,----'--.? 

- that are not applicable here, when the
;n,?rest rate reset o?cum on a no??RTRS B,,9;????9 Day, as rl?fin? in
MSRB Rule 0-14).

During the period from May 2012 through September 2013 (the **Relevant
Period?), the Firm made 137 untimely mbmi?sion,to SHORT, Of those
137 untimely submissions:

. The Firmiimde-128 submissions to SHORT after 6:30 pm. on the
date of the l?,tt??t rate reset and

. The Firm made 9 submissions to SHORT at times ranging from
one day to almost two months after the date when the interest rate
reset was determined.
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By i?a?on of the foregoing, Oates Capital violated MSRB Rule 0-34.

2. MSRB Rule G-34 requires a remarketing agent to report tO SHORT,

*mong other information, the actual time when an ini?est rate react is
A?4?-n;n?A MSRB Rule G-8 separt??ly establishes cer??in recordkeeping
requirements for rmm*?ting ngrn'*, including a requircment that
rv?ii?i?eting *ZPnl* m*?n,*;n =atl infonnation and documents" required to
be submitted k) SHORT under Rule G-34.

For all of the 7?559 interest rate resets that were efT?cted by the Finn
?mng the Relevant Period, the Firm fhiled to report the time at which the
Firm determined the ini??est rates and ir??t??rl reported the time at which
the Firm m?bmitted the intci?st rate resets to SHORT. In addition, the
Firm failed to mnin??in dw 

., -,,?., gnrrflrcting the actual times at which
the in??.rest rale resets were detennine? for any ofthese ?n?e?est rate resets.

By rea?on of theforegoing, Gides Capital violatedMSRB Rules G-8 and
0-34.

3. MSRB Rule G-27 requires a .,, rl e'i , ? agent to maintain and enforce
wri?en supenrisoryprocedures  that are reasonably desi/to cnmre
compliance with MSRB Rules.

Gates Capital's procedures in effect rlnring the Rclevant Period were not
reasonably designed to e,lsul? oompliance with MSRB Rules because they
failed to state the time by which ?ntere?r? rate resets must be reported to
SHORT and also did not speci?r that the actual time of the interest rate
reset must be reported to SHORT.

By reason ofthe foregoing,the Finn violated MSRB Ruk G-27.

B. The Respondent also consents to the imposition ofthe fbllowing e??-*;-n=:

. A 

M.m aad

. A fine in the mnnunt of$25,000 Call ofwhich pertains to vint.*?nn?

of the MSRB Rules).

Gates Capital agrees to pay the monetary sanction upon notice that this AWC has

-
 e?eepted and ?hat such ?.,u,w,l is due and payaue. Gates Capital has

submitted an Election of Payment form showing the method by which it proposes
to pay the fine impo?ed.

Oaies Capital specifically and volwitarily waives any right to claim that it is
unable to pay, now or at any time hereafter, the monetary sanction imposed in this
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matter.

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

IL

WAIVER OF PROCEDURAL RIGHTS

Gates Capital specifically and voluntarily waives the following rights gr?n??rt under FINRA's
Code of Procedure:

A. To have a Complaint issued specifying the allegations against it;

B. To be Dotified oflhe Complaint and have the oppoiti?iiity to ?,m.? the
allegations in writing;

C. nmmnm- ibearia a.lisaNM-Mn baoR ammg paa
to have a written record ofthc hearing made and to have a wi;iieu rl?r.?e;nn issued;
and

D. To appeal ?my such decision to the NatiOD*1 Adjltdicatory Colmcil (?NAC") and
then to the US. Securities and R?rhnnge Commission and a U.S. Coint of
Appeal9.

Fi?ther, Gates Capital specifically and vohm??rily waives any right to claim bias or prejudg?nent

of the Chiefl?al Ollieer, the NAC, or any me?nl?.? of the NAC, in connection with Such

person's or body's participation in discussions regp?rrlil?8 the tcrms and conditions of this AWC,
or other consideration of this AWC, including acceptance or rejection of this AWC.

Gates Capital further specifically and voluntarily waivea any right to claim that a pmon violated
the ex parte prohibitions of FINRA Rule 9143 or the separation offunctions prohibitions of
FINRA Rule 9144, in comw?4Inn with st?ch person's or body's participation in discussions
reg?ding the terms and conditions of this AWC, or other consideration ofthis AWC, including
its acceptanoe or rejection.

III.

OTHER MATrERS

Gates Capital understands that

A. Submission of this AWC is voluntary and will not resolve this matter unless and

until it has been revie?ed and accepted by the NAC, a Review Subcommittee of
theNAC, or the Offi?e of Disciplinary Af?airs (?'ODA"), pursuant to FINRA Rule
9216;
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B. If this AWC is not a?cepted, its submission will not be used as evidence to prove

MorueNM?Maa?ao-aN#ad
C. If accepted:

1. this AWC will become pat of Gates Capital's p?,uau?ul disciplinary
record and may bc considered in any fl?ture actions bmught by FINRA or
any other regulator nl?'in?t the Firm;

2. this AWC wul be made available thmugh FINRA's public disclosure

pmgram in response to public inquiries about the Finn's disciplinary
mcard;

3. FINRA may make apublic 
-.-- ...... -.--..? crmceming this agr??m?-,?t and

the subject matter thereof in accordance with FINRA Rule 8313; and

4. Gates Capital may not take any action ormake or permit to be made any
public at*em??nr, in'h?r,;91? in regula?ary f?lin&? orothmqise, denying,
di?eclly or indirectly, any fir?t?n? in this AWC or' create the impression
that the AWC is without f?M,*1 basis. Gates Capital may not take any
posi?onin any proceedingbroughtby or onbehalfof?FINRA, or to which
FINRA is a party, that is inoon?iskmt with any P? ofthis AWC. Nn*t,ing
in this provision aff?ls the Firm's: (i) testimonial obligations; or (il) right
to take legal or factual positions in litigation or other legal proceedings in
which FINRA is not a pmty.

D. Gates Capital may attach a Con?ctive Action Statement to this AWC that is a
statement of-'-----'-le corrective steps taken to prevent fllture m;.r?nnAUct.
Gates Capital understands that it may not deny the charges or make any statement
thal is inconsistent with the AWC in this Statement. This S???ment does not
constitute factual or legal findings by FINRA, nor does it reflect the views of
FINRAoritsstaff.

The ?,nrlm?igned, on behalfof the Firm, oertifies that a person duly authorized to act on its behalf
has read and ---*---'- all ofthe provisions of this AWC md has been given a fldl opponunity
to ask q,??tnn. about it; that the Firm has *Ep?t to its provisions voluntmily; and that no offer,
threat, inducemerrt, or promise of any kind, other than the terina set forth herein and the prospect

of avoiding the iss,?.,?- of a Complaint, has been made to induce the Finn to submit it
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Gates Capital Corporation, Respondent
Date (mm/dd?yyy) BD No. 29582
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Accepted by FINRA:

November 17,2014

Date
M..Noabadfof IkerA ,
AGIL?TEEIAGGYBF#GULXCG

Megan P. D?vi/ 1' 

Seniar Remhl rtm??.t Li 

L-,
FINRA D?-ll?.? of Enforcement
Brooki?eld-Pl??
200 Liberty Street
New York, New York 10281-1003
Tel: (646) 315-7336
Fax: (301) 527-4673
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