
FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT

NO. 2015043246601

TO: Departineiit of Enforceinent
Financial Industry Regulatoly Autliority ("FINRA")

RE: Madisoii Avenue Securities, LLC, Respondent
CRD No. 23224

Piirsuant to FINRA Rule 9216 of FINRA's Code of Proceduie, Respo?ident Madison Aveii?,e
Securities, LLC (''Respondent") submits this Letter of Acceptance, Waiver aiid Consent
(''AWC") for the purpose ofproposing a settlement of the alleged rule violalioiis described
below. Tliis AWC iS Subiiiitted on the condition tliat, if accepted, FlNRA will not bring any
future actions against Responclent alleging violations based oii the saiiie facti.ial findings
described herein.

I.

ACCEPTANCE AND CONSENT

A. Respondent hereby accepts and consents, without admitting or denyi?ig the findings, and
solely for tlie purposes of this proceeditig and any other proceeding brought by or on
behalf of FINRA, or to wliich 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 fi,idings by FINRA:

BACKGROUND

Respondent Madison Avenue Securities became a nieniber of FINRA in December 1988.
Respondent is based iii San Diego, California, and conducts a general securities business.
Respondent employs approximately 140 registered persons who operate out of 82 branch

oi?es.

RELEVANT DISCIPLINARY HISTORY

ln June 2013, Rcspondetit entered i,ito ai? AWC (No. 2011028857601)  for failiiig to
supervise private securities transactions and record tlie saine on the firm's books and
records in violation ofNASD Rules 3040,3010 anc? 21 10. Respondent was censzired and
?ned $12,500.

FACTS AND VIOLATIVE CONDUCT

A "consolidated report" is a document provided by a broker to a customer that combines

account information regarding some or all ofa custoiner's assets. Consolidated reports
supplement, but do not replace, the customer acco?int stateineiits required pursuant to



NASD Rule 2340. Consolidated reports are communications with the public by the firm
and must be clear, accurate, and compliant with federal securities laws and FINRA Rules.

FINRA Regulatory Notice 10-19 cautioned that consolidated reports present a number of
regulatory concerns, including the potential for communicating inaccurate, confusing or
misleading information to customers and lapses in supervisory controls. Notice 10-19
encouraged member firms to review the overall adequacy and effectiveness of their
policies and procedures relating to their consolidated reporting and warned that any
member firm that could not adequately supervise consolidated reports prepared by its
registered representatives  must prohibit the dissemination of those reports. Notice 10-19
further directed that firms should ensure that the size and complexity of the consolidated
reporting program did not exceed the firm's ability to supervise the activity.

During the period ofJuly 2013 to June 2015 (the "relevant period"), 39 ofthe
Respondent's approximately 140 registered representatives used multiple systems to
prepare and distribute consolidated reports to customers. Templates used by 21 of the

re gistered representatives allowed for manual entry of account information. During the
relevant period, the Respondent distributed approximately  6,800 consolidated reports to
customers, and approximately 4,500 of those consolidated reports were generated using
templates that allowed for manual entries. Although most of the consolidated reports
contained adequate disclosure, the templates used by 7 representatives did not.

From July 2013 through March 2014, Respondent failed to have either written procedures

or a supervisory system in place pertaining to the creation and dissemination of
consolidated reports. Respondent implemented procedures relating to consolidated
reports in March 2014 that required representatives to, among other items, submit
templates to the compliance department prior to use and provided for the review of
consolidated reports during annual branch examinations. These procedures, however,

were not consistently enforced and were inadequate in that they did not provide for
verification of manually entered account assets or valuation information. Further,
approximately 2,300 consolidated reports were neither reviewed nor retained by
Respondent.

By failing to adequately supervise the creation and dissemination of consolidated reports
during the relevant period, Respondent violated NASD Rule 3010, (for the period July
2013 through November 30,2014), FINRA Rule 3110 (for the period December 1,2014
to June 2015), and FINRA Rule 2010 (for the whole relevant period).

B. Respondent also consents to the imposition of the following sanctions:

. A censure and a $75,000 fine.

Respondent agrees to pay the monetary sanction upon notice that this AWC has been
accepted and that such payment is due and payable. Respondent has submitted an
Election of Payment form showing the method by which it proposes to pay the fine
imposed. Respondent specifically and voluntarily waives any right to claim that it is
unable to pay, now or at any time hereafter, the monetary sanction imposed in this matter.

2



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

IL

WAIVER OF PROCEDURAL RIGHTS

Respondent specifically aiid voluntarily waives the following rights giaiited uiider FlNRA's
Code of Procedure:

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

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

C. To defend against the allegations in a disciplinary heari?ig before a hearing panel,

to liave a written record of the hearing inacle and to have a written decision issued;
and

D. To appeal any sucli decision to tlie National Adjudicatory Council (''NAC") and
tliet? to tlie U.S. Securities atid Exchange Commissioi? and a U.S. Court of
Appeals.

Further, Respondent specifically and volu,itarily waives any right to claitii bias or prejudgi,ient
ofthe Chief Legal Officer, the NAC, or aiiy member ofthe NAC, in connection with such
person's or body's participatioii in discussions regarding the ten?is aiid conditioiis of this AWC,
or other coiisidcratioii of this AWC, including acceptance or rejection of this AWC.

Respondent fiirther specifically Eind voluntarily waives any right to claim that a persoti violated
the ex parte prohibitions of FINRA Ru? 9143 or the separation of functions prohibitions of
FINRA Rule 9144, in connection with siich person's or body's participation in discussions
regarding the ternis and coiiditions of this AWC, or otlier consideration of this AWC, i??cluding
its acceptaiice or rejection.

III.

OTHER MATTERS

Respondeiit 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 Subco?nmittee of
the NAC, or the Office of Disciplinary Affairs ("ODA"), piirsuant to FINRA Rltle
9216;

B. If this AWC is not accepted, its subniissioi? will not be used as evidence to prove
aiiy oftlie allegations against it;

C. if accepted:
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1 
. 

this AWC will become pai't of Resi?o,ideiit's pennaiient disciplinary
record and may be coiisidered iIi aiiy fi?tiire actioiis brollght by F?NRA or
any otlier rcgiilator against it;

2. this AWC will be lnade available througli FINRA's public disclosure
program in accordaiice with FlNRA Rule 8313;

3. FlNRA iliay make a public ai?nouncement concertiitig this agieeme?it a,id
the subject matter thereof in accordatice with F!NRA Rule 8313; and

4. Rcsponcient liiay not take aiiy actioti or tiiake or pei'init to be made any
public statemeiit, includitig iii regulatory filings or otlierwisc, denyitig,
directly or indirectly, ai?y finding in tl?is AWC or create tlie impressioi?
that the AWC is without factual basis. Respondent mayiiot take any
position iii a?iy proceediiig brought by or on behalf of FlNRA, or to which
FINRA is a party, that is i?icoiisisteiit witli any part of this AWC. Nothitig
in this i)rovisioi? affects Respondent's: (i) testinioiiial obligations; or (ii)
right to take legal or factual positions ill litigation or other legal
proceedi??gs in wl?ich F?NRA is tiot a party.

D. Respondent may attach a Cori ective Action Statemeiit to this AWC that is a
statement ofdemonstrable corrective steps taken to prevent fz,ture inisconduct.
Respondent uiiderstands tliat I?e niay not deny tlie chaiges or niake any stateiiient
tliat is iticonsistent with the AWC iIi tliis Statenient. This Stateiiieiit does not
constitute factual or legal findings by FINRA, nor does it reflect the views of
FINRA or its staff.

The undersigned, on behalf oftlic Respoi?dent, certifies that a person duly authorized to act on
Respondent's behalf has read and understands all oftl?e provisions of this AWC and has been

given a full opportutiity to ask questions about it; tliat Respondent has agreed to its provisioiis
voluntarily; aiid that no offer, tlireat, induceinent, or proniise of any ki?id, otlier tlian tlie tenns set
forth herein and the prospect of avoiding tlie issualice ofa Coinplaint, has bceii inade to induce
Respondent to si,bmit it.

Madison Avenue Securities, LLC

/1 IY ZOib BY: 
WaR?

Date (mm/dc./yyyy)

Title: 
FCESBWY
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Reviewed by:

2720.
 17m+muo

David W. Porteous, Esq.
Faegre Baker Daniels
311 S. Wacker Drive, Suite 4300
Chicago, Illinois 60606
david.porteous@FaegreBD.com
(312) 356-5117

Accepted by FINRA:

12- 5-2016
Signed on behalf of the

Date Director of ODA, by delegated authority

GHL-
 1??1-

Heather Hawker
Senior Regional Counsel

FINRA Department of Enforcement
4600 S. Syracuse St., Suite 1400

Denver, Colorado 80237-2719
(303) 446-3110
Fax No. (303) 620-9450
heather. hawker@finra.org
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