FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
NO. 20140393963-01

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

RE: BGC Financial, L.P., Respondent
BD No. 19801

Pursuant to FINRA Rule 9216 of FINRA’s Code of Pracedure, Respondent BGC Financial, L.P.
(“BGC” or the “Firm™) submits this Letier 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 againsi the
Respondent 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
BGC has been a member of FINRA since 1987 and is headquartered in New
York, New York. 'The Firm is also registered as a broker-dealer with the
Municipal Securities Rulemaking Board (“MSRB"), BGC employs approximately
320 registered individuals working from ten branch offices.

RELEVANT DISCIPLINARY HISTORY

BGC does not have any rclevant disciplinary history with the Securities and
Exchange Commission, FINRA, any other self-regulatory organization or any
state securitics regulator.

OVERVIEW

During a period from April 1, 2014, through June 30, 2014 (the “Relevant
Period™), BGC submitted 73 transaction reports to the MSRB Real-time
Transaction Reporting System (“RTRS") that contained inaccurate information,
Also during the Relevant Period, 129 trades reported to the RTRS by BGC were



given a questionable status by the MSRB, but BGC failed to review these trades.
Finally, with respect to 40 trades during the Relevant Period in which BGC acted

as a broker’s broker, BGC failed to crcate and maintain a record of the analysis
that it was required to conduct to identify bids for those securities that might not
represent the fair market valuve.

As a result of the foregoing, BGC violated MSRB Rules G-14(b), G-27(b) and
G-8(a).

1,

FACTS AND VIOLATIVE CONDUCT

MSRB Rule G-14 provides that municipal securities dealers have an ongoing
obligation to report information about each purchasc and sale transaction
effected in municipal securitics promptly, accurately, and completely to the
RTRS.

During the Relcvant Period, BGC submitted 73 transaction reports to the
RTRS that contained inaccurate information, including inaccuratc information
regarding time of execution and intercst ratc. Approximately 1.2% of the
Firm’s municipal sccurilies transaction reports made during the Relevant
Period included inaccurate information.

By rcason of the foregoing, BGC violated MSRB Rule G-14(b).

MSRB Rule G-27(b) requires municipal securities dealers to, among other
things, establish and maintain a system to supervise its municipal securitics
aclivities that is rcasonably designed to achicve compliance with MSRB rules,
including rules regarding the reporting of municipal securities transactions.

During the Relevant Period, 129 municipal securities transactions reported by
BGC (including the 73 inaccurately-reported trades) were identified on MSRB
data quality reports as having a “questionable status.” The RTRS assigns a
“questionable status™ to transaction reports that present cxceptional conditions
but were not necessarily reported in error. Although BGC had access to this
data quality information, the Firm’s supervisory system did not include a
requirement to review this information or othcrwise provide for a reasonable
process to identify transaction reporting errors. As a result, the Firm failed to
review its questionable trade reports during the Relevant Period.

By reason of the foregoing, BGC violated MSRB Rule G-27(b).

MSRB Rute G-8(a)(xxv) requires municipal securitics dealers acting as a
broker’s broker to make and maintain, among other things, an analysis of why
its predetermined parameters were reasonably designed to identify most bids
that might not represent the fair market value of municipal securitics that are
the subject of bid-wanteds. “Predetermined parameters” are defined by MSRB
Rule G-43 as formulaic parameters based on objective pricing crileria that are



determined by the broker’s broker in advance of the acceptance ol bids in
such bid-wanteds, and are systematicaily applied to alt such bids.

With respect Lo 40 trades during the Relevant Period in which BGC acted as a
broker's broker, BGC provided its customers with screenshots containing
historical prices that supported the Firm’s predetermined parameters, but did
not retain the screenshols or otherwise document the price information that the
Firm used to calculate its predetermined parameters.

By reason of the foregoing, BGC violated MSRB Rule G-8(a).
The Respondent also consents to the imposition of the following sanciions:

e 3 censure; and

¢ 2 fine in the amount of $40,000 ($40,000 of which pertains to the
violations of MSRB Rules G-14(b), G-27(b), and G-8(a)).

The Respondent agrees to pay the monetary sanction upon notice that this AWC
has been accepted and that such payment is due and payable, The Respondent has
submitted an Election of Payment form showing the method by which the
Respondent proposes to pay the [ine imposed.

The Respondent specifically and voluntarily waives any right to claim that the
Respondent is unable to pay, now or at any time hereafter, the monetary sanction
imposed in this matter.

The sanctions irnposed herein shall be effective on a date sct by FINRA staff.
IL.

WAIVER OF PROCEDURAL RIGHTS

The Respondent specifically and voluntarily waives the following rights granted under FINRA's

Code of Procedure;

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

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

C. To defend against the allegations in a disciplinary hearing before a hearing panel,
to have a written record of the 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, the Respondent specifically and voluntarily waives any right to claim bias or
prejudgment of the Chief Legal Officer, the NAC, or any member of the NAC, in connection
with such person’s or body’s participation in discussions regarding the terms and conditions of
this AWC, or other consideration of this AWC, including acceptance or rejection of this AWC.

The Respondent further specifically and voluntarily waives any right to claim that a person
violated the ex parte prohibitions of FINRA Rule 9143 or the scparation of functions prohibitions
of FINRA Rule 9144, in connection with such person’s or body’s participation in discussions
regarding the terms and conditions of this AWC, or other consideration of this AWC, including
its acceptance or rcjection.

II.
OTHER MATTERS
The Respondent understands that:
A Submission of this AWC is voluntary and will not resolve this matter unless and

until it has been reviewed and accepted by the NAC, a Review Subcommittee of
the NAC, or the Office of Disciplinary Affairs (“ODA™), pursuant to FINRA Rule
9216;

B. If this AWC is not accepted, its submission will not be used as ¢vidence o prove
any of the allegations against the Respondent; and

C. If accepted:

1. this AWC will become part of the Respondent’s permanent disciplinary
record and may be considered in any future actions brought by FINRA or
any other regulator against the Respondent;

2. this AWC will be made available through FINRA's public disclosure
program in accordance with FINRA Rule 8313;

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

4, The Respondent may not take any action or make or permit to be made
any public statement, including in regulatory filings or otherwise, denying,
directly or indircctly, any finding in this AWC or create the impression
that the AWC is without factual basis, The Respondent may not take any
position in any proceeding brought by or on behalt of FINRA, or to which
FINRA is a party, that is inconsistent with any part of this AWC. Nothing
in this provision affects the Respondent's: (i) testimonial obligations; or
(ii) right to take legal or factual positions in litigation or other legal



proceedings in which FINRA is not a party.

D The Respondent may attach a Corrective Aclion Statement to this AWC thatis a
stalement of demonstrable corrective steps taken to prevent future misconduct.
The Respondent undersiands that it may not deny the charges or make any
statcment that is inconsistent with the AWC in this Statement. This Statement
docs not constitute factual or legal findings by FINRA, nor does it reflect the
views of FINRA or its staff.

The undersigned, on behalf of the Firm, certifies that a person duly authorized to act on its behalf
has read and understands all of the provisions of this AWC and has been given a full opportunity
to ask questions about it; that the Firm has agreed 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 issuancc of a Complaint, has been made to induce me the Firm to submit it,

_lfedfz015

Date (mm/dd/yyyy) Respondent

BGC Financial, L.P. No/ 19801)

Chiel Fxecutive Officer



Accepted by FINRA:

December 7, 2015 Signed on behalf of the
Date

Michacl Wajda

Senior Regional Counsel
FINRA Department of Enforcement
Brookfield Place

200 Liberty Street

New York, NY 10281-1003

Tel: (212) 858-4298

Fax: (202) 721-6501





