TO:

FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
NO. 2014039129301

Department of Enforcement
Financial Industry Regulatory Authority (“FINRA”)

Herbert Garrett Frey, Respondent
Former Registered Representative and Principal
CRD No. 214237

Pursuant to FINRA Rule 9216 of FINRA’s Code of Procedure, I submit this Letter of
Acceptance, Waiver and Consent (“AWC”) for the purpose of proposing a settlement 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.,

I
ACCEPTANCE AND CONSENT

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

Herbert Garrett Frey (“Frey” or “Respondent™) began in the industry as a general
securities representative in 1962. He became registered as a general principal in
1966, and as a Financial Operations Principal (“FINOP”) in 1983, and has been
registered with several FINRA member firms in those capacities, as well as other
capacities, since then. From April 2000 to August 2014, Frey was registered with
Jettrade, Inc. (“Jettrade” or “Firm”) in a variety of capacities, including as FINOP,
and was Jettrade’s CEO and owner. Jettrade withdrew from FINRA membership
effective October 2014, Afler Jettrade, Frey was registered with a few different
FINRA member firms, and was discharged on June 17, 2016. He remains subject
to FINRA's jurisdiction pursuant to Article V Section 4 of FINRA’s By-Laws.

RELEVANT DISCIPLINARY HISTORY

Frey has no relevant disciplinary history.



‘ ln2013 whilaFreywasachngasJemde s FINOP, F;eymlatedFH\lRARule ‘
~ 4110(cX1), and FINRA Rule 2010 for causing Jettrade to violate the provisions of
. -the SecunﬁwExclmngeActoflm ("BxchangeAct”)relaﬁngtoneteapitaland
booksaudrecords gamd

Duringthc2013calendnrym Frey, achngasFINOP eaused]euradatofmlto

 maintain its minimurm tequired net capital while engaging in a securities business
a3 of nipe (9) of the twelve (12) months-end. - The Firm’s minirtum required net
- capital was $100,000 and 'was net capital deficient during those rfine months

.. ranging from $21,751 to $42,154. 'Ihmwmsevera]fhctorsthatledtothemt
capxtaldeﬁmenmes

Fust,ineonnccmnwithawn‘thanaxpense sbaringagrmentbetweentthnm
.and its holdingcompany,theFinnthrougthyfmladtomeforaﬂliabﬂxﬂw
xapp]icabletothe]?nmforeanhmonth-endin2013

,,':Sacond.theFxnnﬂnoughFreyfailedto accuratelyreconciletbel?nm sbank
: aoeountsfatemenmfortln'eemontba-endinmla _

‘ 'Thnd,tthirmthmngthyfaﬂedmmn-ataly computehaimuts onits
* proprietary positions and-on the securities held as coligteral for the Firm's
approved subordinsted loan for eachmonm-md in the 2013 calendar year..

: »Fourth,manattempttomanmdntheminhnummquiradnntcaphal,fmeachof
- the 9 months theit the Firm was net capital deficient, Fiey '

Fﬁm’sbankacoountatmonth-md,andwithdmwthoseﬁmdsﬁmnthebank

accm:nttypicallyvnthxnafew days of the deposxts.

Asaresultofthe above,maddxuontoneteapm]deﬁmmea.thel?hnthrough
Frey failed to prepare and maintain in acourate general ledger, trial balance and
balance sheet for each month-end in 2013, Also as a result of the above, the Firm
ﬂnoughFreyﬁledmaccuramFOCUSﬂhngs for each month in 2013, Therefore,
Frey violated FINRA Rele 2010 for causing the Firm to violate Sections 15(c)
and 17(a) of the Exchange Act, and the Rules promulgated thereunder,
specifically Rules 15¢3-1(a), 15¢3-1d, 178-3(8)(2), 172-3(a)(11), and 17a-5(a)).

Moreover, the capital additions and withdrawals described above resulted in the
Firm’s failure to comply with FINRA Rule 4110(c)(1) because the equity capital
remained in the Firm less than one year from the date the addition was made, and
because the Firm failed to receive written approval from FINRA prior to




earhef

thhdrawmg ﬂte eqtuty caplta.l As a result, Frey vmlated FINRA Rules '

. Areq;iirementtorequahfyasaFmOPbypassmgthemqmsﬁee:cammauon

-either acting in that capacity with any FINRA member, or reglstenng
1y- FINRA member as a FINOP, followmg the suspemnon. o

| ) ’I'lie ﬁne- shall be due and payable exther mmedlately ‘upon reassocxatxon Wlth a
- ‘member firm, or prior to- any application or request for relief from any statutory

ification resulting fror this or any other event or proceeding, whichever is

| Ispamﬁcauyandvoluntaxﬂywmveanynghttoclaimthatlamunabletopay,

now or at any tune hereaffer the monetary sanction(s)’ nnposed in this matter,

1 understand that if I am barred or- suspended ﬁ'om assomaﬁng with-{ any FINRA

member in 4 FINOP capacity, I become subject to a statutory: d:squaliﬁcatton as
that term is-defined fn Article III, Section 4 of FINRA’s By-Laws;’ in¢orporating
Seotion 3(2)(39) of the Secum:es EXchange Act of 1934, Aeeordingly, I may not

* be associated with any FINRA member in a FINOP capacity during the period of

the bar or suspension (see FINRA Rules 8310 and 8311). Furthermore, because I
ammbjecttoastatuwrydx‘f alil cahondmmgtheFlNOPsuspensmn.lfl ‘

. Temain associdted with a member firin in'a non-suspended capacity, an

applicatlon to contmue that assqcumon maybe reqmred.

- The sancttons imposed ;herem shall be effe_cttve. on a date-set by FINRA staff.

» IL
"'WAIVER OF PROGEDURAL RIGHTS

1 specifically and vohmtanly waive the following rights granted under FINRA’s Code of

Procedure:;
A,
B.

To have a Complaint issued specifying the allegations against me;

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

To defend against the allegations in a disciplinary hearing before a hearing panel,




D. ;ToappealanysuehdemsnontotheNauomlAdJudimoryComcﬂC‘NAC")md '
: -thtotheUS.SecuﬁnesandExchangeComnﬂssmnandaU.s Com'tof

I _APP“]S-

: er, I speci mﬂyandvolunmﬂywmveanyﬁghttoclmmblasmpremdgmmtofthemnef
Legaleﬂioet the NAC, oranymembm-pfﬂaeNAc,mwmcmnmﬂasnchpmsorbody’

. per on i dis _fegaxﬂmgthetemsandmdihonsofth:sAWC,oroﬂm .
cons:deraﬁonnfthxs AWC mcludingawepimceorrejeenm oftlns AWC. - '

Ifnrthar anﬂ ' .'wmemynghttoclmmthstapmonwolatedﬂwuxpm
. prohibitions’ ofF]NRA Rule 9143 or thie separation of functions prohibitions of FINRA Rule
9144, inconnacﬁonw:thsuchpemn's or body’s participation in discussions regarding the terms-
and condiions of this A'WC, ormheroons:demuon of this AWC, mcludmgxts acceptance or
rejection. . . - .

"unﬁl nmﬁeﬁmﬁe@dmdwwﬁﬁdbymeNAc aRevxew Subcommiuee of
thie NAC, of the Office ofstciplinary Affhirs (*ODA™), pnrsmnt to FINRA Rule

- 9216; :
‘B. ‘H‘ﬂ:isAWCmnotwmitssubmsaionwillnotbeusedasevxdeneempmve
-any offhe alleganons againstme;end
C. e—

1. thmAWCw:llbecomapartofmypemanent dlsmphnmymord and may
becansxdmedmanyﬁxtureachomsbmugbtbyFNRAoranyuﬂ:er :

regulator against me;
2, this AWC will be made available-ﬂn'ough 'FlNRA's public disclosure
program in accordance with FINRA Rule 8313;

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

4, I may not take any action or make or permit to be made any public




 Statement, including in regulitory filings ar otherwise, denying, directly o
- indirectly, any finding in this AWC or create the impression that the AWC
1swithout factul basis. ] miay not taks any position in eny proceeding
- brought by or on bebalf of FINRA, ar to which FINRA is a party, that is °
inconsistent with any part-of this AWC. Nothing in this provision effects
my: (i) testimonial obligations; or (i) right to take legal or factoal -~
positions in litigation or other legal proceedings in which FINRA is not a

‘D. Imydﬁmha‘conecﬁveAcﬁonSmmentmthisAWCthatisasmement,of
- demanistrable corrective steps tiken to prevent fture n sconduct. I'understand
~ thatImay not deny the charges or make any statement that is inconsistent with
‘ findings by FINRA, nor does it reflect the views of FINRA o its staff,
- Tcentify that I have read and undérstand all of the provisions of this AWC and have been givena
full opportunity o ask questions about it; that L have agreed to s provisions vohumtarily; and that
20 offer, thiteat, inducemert, or promiso of any kind, other than the terms set forth herein and the
ngﬂ?idﬁlmiﬁﬁmmdfacmﬁm,ha{ﬁn ade to induce me to submit it,




clzally

Slgned on- behalfof the

_ Dlrector of ODA, by delegated authonty

B - -_’MihVumq.Testa, Sembp’RngiOnal Counsgl' '

RA-Department ofEnforceme.n_t ‘

' 55'W. Monroe Street, Ste. 2700 -
- Chicago, Illinois 60603
(312)899-4600

' M:ln Tesua@ﬁnra.org






