
FINANCIAL INDUSTRY REGULATORY AUTHORITY
LET?ER OF ACCEPTANCE, WA?VER AND CONSENT

NO. 2013035275702

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

RE: Agency Trading Group,inc., Respondent
Member Firm
CRD No. 108887

Pursuant to FINRA Rule 9216 of FINRA's Code of Procedure, Respondent Agency Trading
Group, Inc. ("Agency Trading" or the "Firm") submits this Letter of Acceptance, Waiver and
Consent ("AWC") for the purpose ofproposing a settlement ofthe alleged rule violations
described below. This AWC is submitted on the condition that, ifaccepted, FINRA will not
bring any future actions against Agency Trading alleging violations based on the same factual
findings described herein.
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ACCEPTANCE AND CONSENT

A. Agency Trading hereby accepts and consents, without admitting or denying the
findings, and solely for the purposes ofthis proceeding and any other proceeding
brought by or on behalfofFINRA, or to which FINRA is a party, prior to a
hearing and without an adjudication ofany issue of law or fact, to the entry ofthe
following findings by FINRA:

BACKGROUND

Agency Trading has been a FINRA member since March 30,2001, which
registration currently remains in effect. The firm's main office is located in
Wayzata, Minnesota- Agency Trading employs twelve registered persons in two
branch offices. The Firm primarily provides trading systems and trading services

to institutional customers.

BELEVANT DISCIPLINARY HISTORY

Agency Trading has no relevant disciplinary history.



OVERVIEW

From June 1,2012 through December 31,20 l g Agency Trading failed to
establish and maintain an adequate supervisory system and written supervisory
procedures, with regard to the Firm's soft dollar arrangements. Through this
conduct the Firm violated NASD Rule 3010 and FINRA Rule 2010.

FACrSAND V?OLATIVE CONDUCT

Section 28(e) ofthe Securities Exchange Act of 1 934 creates a safe harbor that
allows money managers to pay for "brokerage and research services" provided by
broker-dealers. Section 28(e) applies to money managers ofRIAs and investment
companies? however, broker dealers are required to ensure soil dollar payments

are proper.

lnadeauate Su?ervisorv Svstem 
- Soft Dollar Arrangements

From June t, 2012 through December 31,2012, Agency Trading failed to
establish and maintain an adequate supervisory system with mgard to soft dollar
armn?ments, which resulted in the following improper soft dollar payments:

A. The soft dollars of client DC, a hedge Amd, were used to pay the 2012
salary ofAgency Trading Oroup Registered Representative  MG. MG's primary
duties were to pmvide trading and research services to DC.

DC's Private Placement Memorandum and Limited Partnership Agreemmt did
not specifically disclose that soft dollars could be used to pay salaries, as required
by Section 28(e). The Firm should have known with reasonable inquiry, which it
failed to conduct, that it was not appropriate for DC's money manager to pay the
salary ofan Agency Trading employee with soft dollars.

B. From June 2012 through December 2012, Agency Trading made payments
directly to DP, the Managing Parmer fbr the DC hedge fund. The payments
totaled $1,018.43. While the services provided by the third party were proper, the
Firm should have reviewed and discovered thal its payments to DP were improper
B--,,e- the firm did not pay the third parties directly as mquimd by Section 28(e).

C. SoA dollars were used to reimburse hedg? flmd RCM directly for research
services provided by third parties. From June 2012 tlunu?h Decm?ber 2012,
Agency Trading made payments directly to RCM totaling $7,274.64. While the
services provided by the third party were proper, the firm again should have
reviewed and discovered that its payments to RCM were improper ?-n.,?- the

/OaE R.M R 1213 Ma MM dmmimmm Wr dmm- MM-,Inc. Relating to the Ac?h??lu of Cermin lm?estmen, Advliers, Bank?. and Broker-Dmlen.
P,A.'? Acl Rel. No. 16679,1980 SEC LEXIS 1842, ? ?24-25 (Mar. 19, 1980)).
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firm did not pay the third parties directly as required by Section 28(e).

By failing to eslablish and maintain an adequate supervisory system with regard
to soil dollar arrangements as described above, the Firm violated NASD Rule
3010(a) and FINRA Rule 2010.

In?m?t, Wriuen Suoervisorv Procedurm

Agency Trading's written supervisory procedures ('WSPs-) regarding soA dollar
payments were inadequate because they did not contain pmcedures to ensure that
soft dollar payments complied with Section 28(e) of the Exchange AcL

Specifically, the Firm's WSPs failed to address the following areas:

I. Tl,e process for review and approval of invoice payments fbr the
services/?odu?ts received by soft dollar clients;

2. How the Firm ensures that money managers relying on the Section 28(e) safe
harbor use soft dollars for products or services thal are considered
?brokera?e" or ?research" services as described in Sections 28(eX3XA)
through (C);

3. How the Firm tracks soft dollar commissions and accounts for theiraccrual
and disbursements of soft dollars;

4. How the Firm memoriallzes their soA dollar arran?mmts with either their
cu?mem or with my of the thi?d party vendors ofFering services; and

5. The operative documents relied upon by the Firm's principals to determine
that money managers are acting within their discretionary authority when
utilizing sof? dollars.

Based on theabove, the Firm violated NASD Rule 3010(b) and FINRA Rule
2010.

B. Agency Trading also consents to the imposition ofthe following sanctions:

1. A cmsug and

2. a fine of$12,500.00.

Agency Trading agmea to pay the monetary sanction upon notice that this AWC
has been accepted and that such payment is due and payable. Agency Trading has

submitted an Election ofPayment form showing the method by which it propo?es
to pay the fine imposed.

Agency Trading specifically and voluntarily ?aives any right to claim that it is
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unable to pay, now or at any time herea?ier, the monetary sanction imposed in this
mailer.

The sanctions imposed herein shall be efTective on a date set by FINRA staK.

?L

WAIVER OF PROCEDURAL RIGHTS

A?ncy Trading specifically and voluntarily waives the following rights granted under FINRA's
Code of Procedure:

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

B. To be notified of the Complaint and have the opportunity to answer the
allegations in writing;

C. To defend against the alle?tions in a disciplinary hearing before a Mng panel,
?o have a written?ecord ofthe hearing made and to have a written decision issued;
and

D. To appeal any such decision to the National Adjudicatory Council (?NAC?) and
then to the U.S. Securities and Exchange Commission and a U.S. Court of
Appeals.

Further, Agency Trading specifically and voluntarily waives any right to claim bias or
prejudgment of the Chief Le?l Officer, theNAC, orany member ofthe NAC, in connection
with such person's or body's participation in discussions m?ding the terms and conditions of
this AWC, or other consideration ofthis AWC, including acceptance or rejection ofthis AWC.

A?mcy Tmding A?rlher specifically and volunmrily waive? any right ?o *Imim that a pm?on
violaled the ex pmte prohibitions of FINRA Rule 9 143 or the separation offimctions prohibitions

of FINRA Rule 9144, in connection with such person's or body's participation in discussions
reg??ing the tmns and conditions ofthis AWC, or other consideration ofthis AWC, including
its acceptanoe or rejection.

?l.

OTHER MATTERS

Agency Trading understands that:

A. Submission ofthis AWC is volun?ag and will no??e?olve ?his matter unless and
until it has been reviewed and 

- -p?-1 by the NAC, a Review Subcommittee of
the NAC. or the Office of Disciplinary Af?alrs (?0DAD. pursuant to FINRA Rule
9216;
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B. If this AWC is not accepted, its submission will not be used as evidence to prove
any of the allegations against the Firm; and

C. If accepted:

I 
. 

this AWC will become part of Agency's Trading permanent disciplinary
record and may be considered in any future actions brought by FINRA or
any other regulator against Agcncy Tmding;

2. this AWC will be made available thmugh FINRA's public disclosure
program in response to public inquiries about the Firm's disciplinary
record;

3. FINRA may make a public announcement concerning this agreement and
the subject matlerthereofin accordance with FINRA Rule 8313; and

4. Agency Trading may not take any action or make or permit to be made

any public statement, including in regulatory filings or otherwise, denying,
dimctly or indirectly, any finding in this AWC or create the impression
that the AWC is without ?tual basis. The Firm may not take any
position in any ?. v-?ling brought byoron behalfof FINRA?or to which
FINRA is a party, that is inconsistent with any part of this AWC. Nothing
in this provision afl?cts Agency Trading's: (i) t?tlmonial obllg?tiorm; or
(ii) right to take legal or factual positions in liti?tion or other legal
proceedings in which FINRA is not a party.

D. Agency Trading may attach a Corrective Action Statement to this AWC that is a
?wm,?,t ofdemonslrable corrective steps taken to prevent future misconduct
Agency Trading understands that it may not deny the charges or make any
?????mt thit is inoomistmt with the AWC in this S??IemenL This St?t.,=?
does not oonstitu?e factual or le?l findings by FINRA? nor does it reflect the
views ofFINRA or its stafF.

The undersl?,ed. on behalf of the Firm, certifies that a person duly authori?d to act on its behalf
h?s??d and undersl?nd? all oflhe p?ovisions ofthis AWC md h?s bem givm a MIl opportunity
to ask questtons about it; that the Firm has agreed to its provisions voluntarily; and that no o??r,
threat, induoemeng or promise of any kind, other than the terms set forth herein and the prospect

of avoiding the issuance of a Complaint, has been made to induce the Firm to submit it
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Re?pondent /??ency 1 r?éi,? Grou? Inc.

ilni
 i,

5-Ib-14 miLNi<WR,
Datc (mm/dd/yyyy)

Reviewed by:

Hdd 181
Ronald A. ZMM? /
Counsel for Respollfle, 1 A??ncy Trading Group. Inc.
Zamansky Pmfessiona Corporation
3901 IDS Tower
Minneapolis, MN 55402
(612) 340?9662

Accepted by FINRA:

06-09-14 Signed on behalf of the
Date Director of ODA, by delegated authority

ANSMMTJM
Seema Chawla
Senior Regional Counsel
F!NRA Department ofEnfbrcemmt
120 West 12* Sgeet. Suite 800
Kansas City, MO 64105
Telephone: (816) 802-4712
Facsimile: (816) 421-4519
Email: seema. chawla@finn.org
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