
FINANCIAL INDUSTRY REGULATORY AUT?OR?'Y
LFTTER OF ACCEPTANCE, WAIVER AND CONSENT

NO. 20?5043383901

1'0: Dcpurtmcnt of ?.nforccnicnt
Financial Industry Regulatory Aulliorily (''FINRA")

RI?: Capl?i l'artncrs LLC (BD No. 113795),
Respondent

l'ursuanl to l:INRA Rulc 9216 of FINRA's Codc of I'rocedurc, CapFi Partners LLC ("Capl:i" or
lhc "l:irm" or'*Respondent")  submits this Latter ofAcccptancc, Waivcr and Consent ("AWC")
lbr thc purposc of proposing n seltlcmcnt of tlic alleged rule violations described below. This
AWC is submittcd on the condition that, il'accepted, FiNRA will not bring any future actions
against thc Firm allcging violations based on lhc samc f?clual findings dcscribcd herein.

i.

ACCEPTANCE AND CONSENT

A. CapFi hereby accepts and conscnts, without admitting or dcnying the findings,
and solely for lhc 

purposcs of this procccding and any othcr procccding brought
by (,r on behalfofl:INKA, or to which FINRA is a party, prior to a hearing and
without an adjudication ofany issue oflaw or facl, to the entry ofthc following
tindings by FINRA:

BACKGROUND

CapFi has been a FINRA member since 2001 and is located in McLean, Virginia.
The i:irm has approximately six registered representatives and one branch office.
CapFi's principal activities arc thc marketing of hedge funds and private equity
funds, the private placement ofsccuritics, and investment advisory services.

RELEVANT DISCIPLINARY HISTORY

CapFi has no relevant disciplinary history with the Sccuriucs and Exchange
Commission, any self-regulatory organization, 

or any state securities regulator.

OVERVIEW

CapFi failed to document its review of two representatives'  requests to engage in
outside business activities and private securities transactions, thereby violating
NASD Rules 3010 and 3040 and FINRA Rules 3270 and 2010. CapFi also failed
to review a representative's electronic communications,  thcreby violating NASD
Rule 3010 and FINRA Rules 3110 and 2010.



I'ACI'S ANI) VIOLA ?'IVE. CONI)UCT

Supen,i?io,? ?,f Outside Busii,ess Ac?ivilies a,td Privale Sectirilies Tra,tsactio,*s

Where a registcrcd represcnlative requcsls permission from her mcmbcr firm ?0

engage iii un outside business activity, F?NRA R?tle 3270 obligutcs tlic member
Iirm to cvuluute lhc request lind make certain determinations, including whether
the outside activity will compromise lhc rcprescntativc's  responsibilitics to the

flrni, and whctlicr the outside activity should instead be trcated as un outside
securities activity. Importantly, ?hc member firm "must kccp a record of its
compliance" with ?liis rcvicw process.

Similarly. where u registercd rcprescntulivc requests permission from hcr membcr
firm to cngagc in a private securities lransaction, NASD Rule 3040 obligales the
member firm to respond to the request in writing.

Morc gcncmlly, NASD Rule 3010(b) rcquircs cach member firm to establish,
maintuin, and enforce written proccdures to supervise its busincss and ils
associated persons ?reasonably designed ?0 achievc compliance with applicablc
sccuritics laws and regulations, and with the applicable Rulcs of [FINRA]."

Cilp?i's written supervisory procedures required registered representativcs who
wished to engage in outsidc business activities or private sccurities tmnsactions to
complctc u requcst form and submit it to thc compliance department for revicw
and approval. In dctcrmining whether ?o approvc a requested outside business
activity, CapFi was to document, in writing, its appmval or disapproval ofthc
rcqucst, and the Firm was to answer, in writing, sevcn qucstions relating to
conflicts and supcrvision. Similarly. in reviewing a request to participate in
privatc sccuritics transactions, CapFi was ?o note, in writing, its approval of thc
request or the reason for its disapproval.

In October 2014, registcrcd representative PT submitted a request form to CapFi
seeking permission to engage in three private securitics transactions. Separately,
in November 2014, registered representative KR submitted two request forms to
CapFi: one to participate in an outside business activity, and one to participate in
a private securities transaction.

CapFi orally conveyed to PT and KR its approval or disapproval of their requcsts.
l lowcver, contrary to its written supervisory procedures, CapFi failed to
document its revicw and disposilion of PT's and KR's requests to engage in these

activities. Accordingly, CapFi violated NASD Rules 3040 and 3010 and F?NRA
Rules 3270 and 2010.

Review of Electroiik: Cemmutaic?ions

FINRA Rule 3110(b), like its predecessor NASD Rulc 3010(b), requires each
member firm ?o cs?ablish, maintain, and cnforce written procedures to supervise
its business and its associated persons ''reasonably designed to achieve
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compliuncc with applicable sccuritics laws and regulations, und with applicable:

?INI?A rules." Those written procedures arc requircd tci includc procedures for
the review of incoming and outgoing writlcn (including electronic)
correspondence.

Cnpl:i's written supervisory procedures required ?hc capture und review of it.4

rcprescnlatives' electronic communicutions. 1-lowcvcr, from March 2012 to
September 2015. ilic l:irm failed ?o review lhc electronic communications for
rcprcsentalive PI. By Iailing to enforce its proccdurcs rclz,?ing ?o email review,
CapFi violated NASD Rule 3010 (for the conduct on or beforc November 30,
20!4), FINRA Rule 31 IO (for the conduct on or alter December 1,2014), and

1:INRA Rulc 2010.

B. CnpFi also consents to the imposition ofthc ?bllowing sanctions:

a ccnsure, und

a $12,500 fine:

CapFi agrees to pay the m?nclury sanction upon notice that this AWC has bccn
acccptcd and that such paymenl is duc and payable. The Firm has submittcd an
Election 01-Payment form showing thc mcthod by which it proposes ?o pay the
finc imposed.

Capl:i specifically and voluntarily waivcs any right to claim that thc Firm is
unable to pay, now or at any timc hereafter, the monetary sanction imposed in this
mattcr.

Thc sanctions imposed hcrein shall be effective on a da?c set by FINRA staffI

Ii.

WAIVER OF PROCEDURAL RIGHTS

Capl:i specifically and voluntarily waivcs the following rights granted under FINRA's Code of
Procedure:

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

B. To be notified ofthe Complaint and have the opportunily ?o answer the
allegations in writing;

C. To defend against thc allegations in a disciplinary hearing before a hearing panel,

..' Pursuant to tlw General Principles Applicable to all Sanction Dctcrminations contained in the Sanction Guidelines.
FINRA imposed a lowcr fine in this case after it ?onsidcred, among other things, the firm's revenues and financial
resources. See Noticc to Members 06-55.
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Iii have a writtei? record of tile hcaring madc and ?o have 
a written dccision issued;

and

D. 'ro appeal any such decision ?o the National Adjudicatory Council (UNAC") and
tltc?1 to the U.S. Securities and i?xcliunge Conimission and a U.S. Court of
Appeals.

l:urther, CapFispecifically und voluntarily waivcs any right 10 claim bias or prejudgmen? of the

Chief Legal Ollicer, the NAC, or any member of tlie NAC, in connection with such person's or
body's participation in discussions regarding the terms und conditions of this AWC, or otlicr
considcmtion of this AWC, including acccptancc or rejection of this AWC.

Capl:i iurtl?cr specifically and voluntarily waivcs any right to claim that a pcrson violated the cx
parte prohibitions of FIN!?A Rulc 9143 or the separation of lunctions prohibitions of FINRA
Rule 9144, in conncciion wi?h such pcrson's or body's participation in discussions regarding the

lcnnf and conditions ofthis AWC, or other consideration oflhis AWC, including its acceplance

or rejection.

lll.
OTHER MATTERS

CapI?i understands that:

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

until it has been reviewed and accepted by thc NAC, a Review Subcommittee of
the NAC. or the Office oi Disciplinary AfTairs ("ODA"), pursuant to FlNRA Rule
9216;

13. If this AWC is not accepted, its submission will not be used as evidence to prove
any ofthc allegations against the Firm; and

C. lfacccptcd:

.. this AWC will become parl ofCapFi's permanent disciplinary rccord and

may bc considered in any future actions brought by FINRA or any other
regulator against the Firm;

2. this AWC will be made available through FlNRA's public disclosure

program in accordance with FINRA Rule 8313;

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

4. CapFi may not take any action or make or permit to be made 
any public

statement, including in regulatory filings or olherwise, denying, directly or
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indircelly, any finding in this AWC or create the imprcssion thut the AWC
is without Ii?ctu?l basis. 71?c Firm may not lnke any position in any
proc?cding brought by or on behalfol' FINRA, or 10 which FINRA is a
purty, thnt is inconsistent with any part of Iltis AWC. Nothing in this
provision affects Cupl:i's: (i) tcstimonial obligations; or (ii) right to takc
legal or factual positions in litigation or othcr legal proceedings in which
FINRA is not a party; and

D. Caplii may attach a Corrective Action Stutemcnt to this AWC that is a slaiemcnl
of dcmonstmble corrective steps taken to prevent futurc misconduct. The l?irm
undcrstunds that it may not deny lhc charges or make any stilcmcnl that is
inconsistent with the AWC in this Statcmcnt. This Statcment docs not constitute
Iilctual or legal findings by FINRA, nor docs it reflcct the vicws of I?INRA or its
stafl.

!REMAINDER OF PAGE INTENTIONALLY LEFT BLANKI
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I he undersigned, on hclialfol'the Firm, ccrtilics t iat a pcrson duly authorized to act on its behalf
has read und understands all of ihc provisions of t ?is AWC und I?as bccn given a l?ll opportunity
to ask questions about it; ?liat the l:irm understands und acknowledges Ihtlt i?INRA docs not
represent or advise tlic Finn lind Cap?i cannot rely on FINRA or FlNRA stafT rncmbers for legal
advicei that Capl?i lias agreed to its provisions voliintarily: und that no offer, threat, induccmcnt,

or promise ofany kind, other tl,an the terms sct forlli herein und the prospect ofavoiding thc
issimncc ofa Comp!ilint, lias bccn made ?0 induce lhc Firm to submit it.

CapFi Partners LLC (BD No. 1 i 3795),
Rcspondcnt

/7,I -3/1/17

-
13y=-

Nam..Mark 

J..?Ley?Date ---
Ritlc:

-. - ---- ?-.-...

Accepted by ?INRA:

March 15 2017 Signed on bchalfoflhc
i)atc Director of ODA, by delcgalcd authority

FhD/UrM. 

Gmlla?
Matthew M. Ryan
Principal Regional Counsel
F?NRA Department. of Enforccmcnt
1601 Market Slrcct, Suite 2700
Philadclphia? PA 19103-2339
Tel.:(215) 209-7094
Fax: (215) 209-7022
Email: matthew.ryan@finra.org
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CapFi PARTNERS LLC

nECE?YE[!
February 28, 2017 n

J

Mr. Matthew Ryan
Principal Regional Counsel RNRA

FINRA ?. ?? . Phrt*d?lph??

1600 Market Street
Suite 2700
Philadelphia, PA 19103

Dear Mr. Ryan:

The following is CapFi Partners LLC ("CapFi") Statement of Corrective Action.

STATEMENT OF CORRECrIVE ACTION

Supervision of Outside Business Activities and Private Securities Transactions

CapFi has reviewed its policies and procedures related to Outside Business Activities and
Private Securities Transactions at its 2016 Annual Compliance Meeting and again after
receipt of thls AWC. CapFi has reiterated the requirement to its associated persons that
they are required to complete the Outside Business Activity Request form and submit it
to Chief Compliance Officer (or CEO), and that they must receive written approval prior
to engaging in the activity.

CapFi, with the support of its securities compliance consultant has conducted additional
due diligence concerning Outside Business Activity requests wh ch includes, but is not
limited to, reviews of website addresses, email addresses, regu atory requirements,
copies of licenses, compensation agreements and marketing materials if any.
CapFi prohibits its associated persons from engaging in a Private Securities Transactions
without first requesting and receiving written permission to do so by CapFi's Chief
Compliance Officer. Each associated person is required to execute a document upon
registration with CapFi indicating their understanding  of CapFi's policies with regard to
Private Securities Transactions. CapFi's securities compliance consultant works to
support CapFi's CEO, Mr. Mark Klmsey, in his duties and responsibilities in this area.
Together they compile the necessary documentation to conduct due diligence on any
Private Securities Transaction request, including, but not limited to, subscription
agreements, ppm, offering documents, presentations, teasers, payment documentation,
IRS Forms 1099, FATCA and FBAR Forms, statements, net asset value calculations and

wire instructions.



CapFi PARTNERS LLC

All approved Private Securities Transactions will be recorded and included in the records

ofthe broker-dealer. Mr. Kimsey, will supervise the associated person's participation in
the approved transactions.

CapFi has retained the services of a securities compliance consultant to work to m?tigate

the finding in this AWC and to support the Chief Compliance Officer, Mr. Ktmsey, in
CapFi's ongoing efforts to ensure that a repeat of the inadvertent deficiencies noted
herein do not occur.

CapFi would like the Staff to note that the firm discharged Mr. Philip Toub on June 30,

2016 for failing to disclosure Outside Business Activities, outside brokerage accounts
and Private Securities Transactions and for failing to follow firm policies. CapFi will
work diligently to the extent feasible to oversee and supervise the outside of its
associated persons.

Review of Electronic Information

CapFi has captured and reviewed emails to and from the email address
ptoub@tacticalcapitalpartners.com for the period March 2012 through September
2015. CapFi has instructed and trained its associated persons both in its Continuing
Education, Firm Element training and in its Annual Compliance Meetings on the
prohib?tion and usage of un-approved, non-firm retained email addresses. Repeated

training at inception of associated person's registration with the firm and during formal
training sessions and meetings will continue on an ongoing basis.

Date: 
3/1/17 By?
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NAMEIMW-V J. KIMMY

Title:

This Corrective Action Statement is submitted by the Respondent. It does
not constitute factual or legal findings by FINRA, nor does it reflect
the views of FINRA, or its staff.




