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ORDER ACCEPTING OFFER OFSETTLEMENT

INTRODUCTION

Disciplinary Proceeding No. 2015047037401 was filed on Febnmry 12,2016, by the

Department of Enforcement of the Financial Industry Regulatory Authority (?FINRA" or

?'Complainant"). Respondent Jay Kumar Chitnis submitted an Offer ofSettlement (??Offer") to

Complainant dated September 6,2016. Pursuant to FINRA Rule 9270(e), the Complainant and

the National Adjudicatory Council ("NAC"), a Review Subcommittee ofthe NAC, or the Office

of Disciplinary Affairs ("ODA") have accepted the uncontested Offer. Accordingly, this Order

now is issued pursuant to FINRA Rule 9270(e)(3). The findings, conclusions and sanctions set

forth in this Order are those stated in the Offer as accepted by the Complainant and approved by

the NAC.

Under the terms ofthe Offer, Respondent has consented, without admitting or denying

the allegations ofthe Complaint (as amended by the Offer of Settlement), and solely for the

purposes ofthis proceeding and any other proceeding brought by or on behalf ofFINRA, or to

which FINRA is a party, to the entry of findings and violations consistent with the allegations of



the Complaint (as amended by the Offer of Settlement), and to the imposition ofthe sanctions set

forth below, and fully understands that this Order will become part ofRespondent's permanent

disciplinary record and may be considered in any future actions brought by FINRA.

BACKGROUND

Chitnis first became associated with a FrNRA member firm in June 1989, and was

registered as a General Securities Representative in September 1992. Chitnis holds additional

registrations as a General Securities Principal and Sales Supervisor, Introducing Firm Financial

and Operations Principal, and Operations Professional. Chitnis was associated with a number of

FINRA member firms before becoming associated with FINRA member firm YieldQuest

Securities, LLC (??YieldQuest") on March 31,2005. YieldQuest filed a Uniform Notice of

Termination ofSecurities Industry Registration ('?Form U5") on behalfof Chitnis effective

December 2, 2015.

Chitnis became associated with another FrNRA member firm on October 21, 2015. This

firm filed a Form U5 on behalf of Chitnis effective March 1,2016. By virtue of Chitnis'

association and registration with a FINRA member firm at the time the Complaint was filed, he

is subject to FINRA'sjurisdiction under Article V ofFINRA's By-Laws.

FlND?NGS AND CONCLUS10NS

It has been determined that the Offer be accepted and that findings be made as follows:

SUMMARY

1. Between November 2014 and September 2015, Respondent Jay Chitnis, who was during this

time period the ChiefExecutive Officer, Chief Compliance Officer, and Financial and

Operations Principal of FrNRA member firm YieldQuest, engaged in a scheme to

fraudulently obtain funds from YieldQuest's clearing firm in order to keep YieldQuest afloat
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and support his own lifestyle. Chitnis, acting with scienter, caused 480 fraudulent

transactions to be entered through YieldQuest's clearing firm that resulted in YieldQuest and

Chitnis wrongfully receiving $680,917.36 to which they were not entitled. As a result ofthis

conduct, Chitnis willfully violated Section 10(b) ofthe Securities Exchange Act of 1934

(?Exchange Act' ') and Exchange Act Rule 10b-5 thereunder, violated FINRA Rules 2010 and

2020 and willfully violated MSRB Rules G-14 and G-17.

2. In addition, in furtherance ofthis scheme, Chitnis effected 239 unauthorized trades in

customer accounts, in violation of FTNRA Rule 2010, and in willful violation ofMSRB

Rules G-14 and G-17.

3. Chitnis' actions also resulted in incorrect trade reporting to TRACE and the MSRB and

reporting offictitious trades to the clearing firm in order to conceal the trading scheme

described herein. Moreover, Chitnis failed to maintain proper corporate bond and municipal

bond order tickets. Accordingly, YieldQuest failed to create and maintain accurate books and

records. These actions violated FINRA Rules 4511, 5210,6730 and 2010 and willfully

violated MSRB Rules G-8, G-9 and G-14.

4. Finally, Chitnis, as Chief Executive Officer and ChiefCompliance Officer of YieldQuest,

violated NASD Rules 3010(a) and (b) (for conduct occurring before December 1,2014),

FINRA Rules 3110(a) and (b) (for conduct occurring 
on or after December 1,2014) and

2010, and willfully violated MSRB Rule G-27 by failing to establish reasonable supervisory

systems and procedures to prevent and detect unauthorized trading and discretionary trading,

to provide for the proper review and approval ofdaily orders and related trade cancellations,

and to address transaction reporting and order ticket requirements.
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RESPONDENT AND JURISDICTION

5. Chitnis first became associated with a FINRA member firm in June 1989, and was registered

as a General Securities Representative in September 1992. Chitnis holds additional

registrations as a General Securities Principal and Sales Supervisor. Introducing Firm

Financial and Operations Principal, and Operations Professional.

6. Chimis was associated with a number of FINRA member firms before becoming associated

with FINRA member firm YieldQuest on March 31, 2005. YieldQuest was a small single-

office firm that employed four registered persons in Atlanta, Georgia and conducted a fixed

income business, primarily for institutional RVP/DVP accounts consisting of small state-

registered investment advisors ('?RIAs"). During the relevant period, all of YieldQuest's

business was introduced on a fully-disclosed basis through a single clearing firm.

7. At all times relevant to this action, Chitnis was Chief Executive Officer, Chief Compliance

Officer, and Financial and Operations Principal of YieldQuest.

8. Chitnis also operated a registered investment advisor, YieldQuest Advisors, LLC.

9. Chitnis became associated with another FINRA member firm on October 21,2015. This

firm filed a Form U5 on behalf of Chitnis effective March 1,2016.

10. YieldQuest filed a Form U5 on behalf of Chitnis effective December 2, 2015.

11. By virtue of Chitnis' association and registration with a FINRA member firm at the time the

Complaint was filed, he is subject to FINRA'sjurisdiction under Article V ofFINRA's By-

Laws.
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FACTS COMMON TO ALL CAUSES OF ACTION

Chitnis' Fictitious Trading Scheme

12. From at least November 2014 through September 2015, Chitnis engaged in a pattern of

fictitious trading, resulting in 480 trades in 18 customer accounts. In these transactions,

Chimis would purchase fixed income securities 

- primarily corporate bonds, but also

municipal bonds and United States government agency instruments 
-- into YieldQuest's

inventory account from institutional customers, and then Chitnis would sell the same

positions from YieldQuest's inventory to other institutional customers. (See Schedule A

attached to the Complaint for a complete list ofthe transactions at issue.)

13. The institutional customers involved were all state-registered RIAs with assets held in

custody at third-party custodial firms. The trades at issue were primarily made on behalfof

executing prime broker (?EPB") accounts through '?trade aways" (trading away from their

associated custodian on an RVP/DVP basis).

14. The mechanics ofChitnis' fictitious scheme using the trades on Schedule A were as follows:

a. When purchasing the security from an institutional customer into YieldQuest's inventory

and then selling the security out of YieldQuest's inventory to another institutional

customer, Chitnis would arrange to settle the offsetting trades shortly after month end by

using an extended settlement date.

b. The clearing firm, however, would pay out the profit from the in and out inventory

trading at the end ofeach month to YieldQuest, essentially as an advance 
on the

forthcoming customer trade settlement.

c. Prior to the customer trade settlements, Chitnis would cancel the customer trades and re-

book both the customer and corresponding inventory trades with another extended
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settlement date, effectively hiding the clearing firm's unwarranted advance payment

made to YieldQuest at the end of the prior month.

15. The offsetting extended settlement trades later cancelled and replaced each month, totaled

approximately 480 trades, ofwhich 239 involved cancellations on behalfofYieldQuest

customers. The remaining 241 cancellations were in the offsetting YieldQuest proprietary

inventory accounts. Approximately 95% (219 trades) ofthe total canceled customer trades

involved the same five RIA EPB accounts, LFA, WWA, FFC, MI, and MMM.

16. The five RIAs did not authorize this trading activity, either before or after it occurred.

17. One RIA firm, MMM, noticed unexplained canceled trades in its EPB account in late 2014.

When MMM sought an explanation from Chitnis, he claimed it was an error. These trades

were much larger than MMM's normal transactions. The trades never appeared on MMM's

statements at the third-party custodial firm, so the firm did not pursue the issue further.

18. Most ofthe trades listed in Schedule A were greatly in excess ofthe legitimate trades made

by the RiAs through YieldQuest. For the period of December 201 4 through September 2015,

the average par amount for YieldQuest customer trades other than those listed in Schedule A

was $18,561 for buys and $22,310 for sells. For the trades listed in Schedule A, the average

par amount was $1,037,504 for buys and $1,142,112 for sells.

19. As shown in Schedule A, this pattern commenced with smaller trades and gradually

increased to larger trades.

20. Chitnis knew at the time he made the trades in Schedule A that the trades would result in

payments from the clearing firm to YieldQuest prior to the offsetting customer trade

settlement date.
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21. Chitnis' scheme was intentionally designed to allow YieldQuest to keep the payments from

the clearing firm through continued cancellation and re-booking ofthe trades at issue.

22. Chitnis was responsible for placing the orders listed in Schedule A, although actual order

entry was performed by support staff at his direction.

23. The trades were entered into the clearing firm's order entry system under Chitnis' broker

identification code.

24. Chitnis was the broker of record for all YieldQuest customers during 2014 and 2015.

25. The funds derived from the trading activity on Schedule A were nearly 50 percent of the tota[

payments YieldQuest received from the clearing firm between November 2014 and August

2015.

26. Specifically, between November 2014 and August 2015, YieldQuest received payments

totaling $1,266,578.92 from its clearing firm. Ofthis amount, YieldQuest's clearing firm

paid approximately $680,000 in unearned advances as a result of Chitnis' trading scheme.

27. Approximately 98 percent ofall the funds paid by the clearing firm were disbursed either to

Chitnis, the RIA he controlled, or YieldQuest's payroll as follows:

o Wires to BK Systems (Chitnis' DBA entity for personal compensation) 
- $470,500;

? Checks to BK Systems 
- $152,606.97;

? Transfers to YieldQuest Advisors to fund its operations, including Chitnis' compensation

- $361,175;

o Transfers to the YieldQuest payroll account - $238,441;

0 Transfers to pay Chitnis' credit card bills 
- $38,962.92; and

? Check to pay Chitnis' credit card bill - $4,893.03.
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YieldOuest's Su?ervisory System

28. YieldQuest's Written Supervisory Procedures (?WSPs") stated that URepresentatives are not

to effect any transactions without the customer's specific knowledge and approval."

29. YieldQuest's WSPs further prohibited discretionary trading in customer accounts, stating:

[T]he Firm and its Registered Representatives  are prohibited from exercising any
discretionary power in a customer's account unless such customer has given prior
written authorization to a stated individual or individuals and the account has been
accepted by the Firm and approved by the Designated Principal. A customer's
account need not be approved as a discretionary account ifthe discretionary 

power
granted by the customer is limited to time and price discretion; however, as described
below, the exercise oftime and price discretion must be reflected on the order ticket
and, with limited exceptions, must not extend beyond the end ofthe business day on
which the customer granted such time and price discretion.

30. None ofthe customers associated with the trades listed on Schedule A had given prior

written authorization to Chitnis to exercise discretion in their accounts, nor had YieldQuest

accepted the accounts as discretionary.

31. Nonetheless, Chitnis entered the trades listed in Schedule A without prior written

authorization from the customer associated with the trades or acceptance of the discretionary

trading by YieldQuest.

32. Chitnis' general practice for all bond transactions was to exercise discretion in making trades.

YieldQuest's customers would only learn ofthe trades when they received trade confirmation

sheets to sign so that the trades could be settled.

33. For the trades listed on Schedule A, however, no trade confirmation sheets were ever sent to

customers to sign because the trades were cancelled.

34. YieldQuest's WSPs further stated that:

SEC Rule 17a-3 requires broker-dealers to make and maintain, ?[a] memorandum of
each brokerage order, and ofany other instruction, given or received for the purchase

or sale of securities, whether executed or unexecuted. The Designated Principal is
responsible for ensuring that customer orders are entered and recorded with all
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required information. The Designated Principal is also responsible for the prompt
review and approval ofeach order memorandum or order ticket, regardless of
whether the memorandum or ticket is recorded in writing 

or electronically through
entry into the clearing firm's system.

35. In addition, YieldQuest's WSPs with respect to review and approval oforders require that a

designated principal review all order tickets for proper completion, including 'h/erification of

the necessary time stamps and, for each customer sell order, the location of the security."

The designated principal was required to evidence his review and approval at the time of

approval of daily trading activity.

36. YieldQuest, however, did not maintain order tickets that contained all ofthe data required

under SEC and MSRB Rules, YieldQuest maintained printouts of Bloomberg screen shots

for various bonds, but these did not indicate the person taking the order, the time oforder

receipt, or time oforder execution. YieldQuest relied on the clearing firm for access to its

electronic daily order ticket reports, but did not download, store, or otherwise preserve such

reports.

37. YieldQuest did not maintain a daily trade blotter signed or approved by a designated

principal after May 2015.

38. YieldQuest's WSPs failed to identify or designate a principal responsible for review of

canceled trades or specific steps to be taken to conduct such reviews.

39. For the period from November 20?4 through June 2015, PC acted as the municipal principal

for daily review of the trade blotter for fixed income products at YieldQuest. He did not

review trade cancellations.

40. Beginning in July 2015, the sole municipal principal at YieldQuest was SP. Although he was

nominally the principal responsible for reviewing the daily trade blotter for fixed income

products, SP was unaware of what his role as municipal principal required. Chitnis did not
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give SP any instructions as to his duties as municipal principal, and SP never read the firm's

WSPs. As municipal principal, SP never reviewed trade cancellations.

41. The firm's process for handling trade cancellations permitted Chitnis, who was the registered

representative of record on all customer accounts, to initiate, enter and approve trade cancels

with no independent review or approval.

Chitnis' Scheme Is ExDosed bv YieldOuest's Clearing Firm

42. On September 9,2015, the clearing firm asked YieldQuest for an explanation ofthe

numerous extended settlement trades that were subject to repeated cancellations. At this

time, Chitnis falsely represented to the clearing firm that the trades were made on behalf of

an RIA customer, LFS, whose client, TC, was in the process of selling a business and

intended to buy bonds with the proceeds of the sale. Chitnis represented to the clearing firm

that, because ofa delay in closing the deal, TC needed more time to secure the funds to settle

the trades, so the trades were *?rolled over" through cancels since November 2014.

43. Contrary to Chitnis' representations,  LFS did not authorize YieldQuest to make trades on

behalfofany ofits clients after January 2015. Moreover, TC, the LFS client for whose

benefit the trades at issue here were allegedly made, had moved his investments to another

firm in December 2014 and thus LFS did not authorize 
any trades on behalfofTC through

YieldQuest after that time.

44. The clearing firm terminated YieldQuest's trading access on September 9,2015 and all ofthe

remaining unsettled extended settlement trades 
were canceled.

45. To date, the clearing firm has not been repaid for the funds paid to Chitnis through

YieldQuest as a result ofthe fictitious trading scheme. On September 21, 2015, the clearing
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firm initiated an arbitration proceeding against YieldQuest and Chitnis seeking recovery of

the fraudulently obtained funds.

46. On September 22, 2015, YieldQuest submitted a net capital deficiency notice to FINRA

pursuant to SEC Rule 17a-11(b). The notice identified a net capital deficiency of$465,533.

This net capital deficiency resulted from recording the clearing firm's claim for the

$680,917.36 
on YieldQuest's books. Without the fraudulently acquired funds, YieldQuest

was unable to meet its net capital requirement.

47. On November 25, 2015, YieldQuest filed a request for termination ofits FINRA

membership.

FIRST CAUSE OF ACTION
Section 10(b) of the Securities Exchange Act of 1934, Exchange Act Rule 10b-5, FINRA

Rules 2020 and 2010, and MSRB Rules G-14 and G-17
(Fraud)

48. Section 10(b) ofthe Exchange Act makes it unlawful for any person, in connection with the

purchase or sale of a security, to use or employ '*any manipulative or deceptive device or

contrivance in contravention of such rules and regulations as the Commission may prescribe

as necessary or appropriate in the public interest or for the protection of investors."

49. Exchange Act Rule 10b-5, as promulgated under Section 10(b) ofthe Exchange Act,

provides that:

It shall be unlawful for any person, directly or indirectly, by the use of any means or
instrumenta?ity ofinterstate commerce, or ofthe mails or ofany facility ofany
national securities exchange,

(a) To employ any device, scheme, or artifice to defraud,

(b) To make any untrue statement ofa material fact or to omit to state a material fact
necessary in order to make the statements made, in the light of the circumstances
under which they were made, not misleading, or
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(c) To engage in any act, practice, or course of business which operates or would
operate as a fraud or deceit upon any person, in connection with the pumhase or
sale of any security.

50. A violation of Rule lOb-5 also violates FINRA Rule 2020, which provides that: '?No member

shall effect any transaction in, or induce the purchase or sale of, any security by means of any

manipulative, deceptive or other fraudulent device or conlrivance."

51. In addition, such conduct is inconsistent with high standards ofcommercial honor and just

and equitable principles oftrade and thus violates FINRA Rule 2010.

52. MSRB Rule G-14(a) states that

No broker, dealer or municipal securities dealer or person associated with a broker,
dealer or municipal securities dealer shall distribute 

or publish, or cause to be

distributed or published, any report ofa purchase or sale ofmunicipal securities,
unless such broker, dealer or municipal securities dealer or associated person knows

or has reason to believe that the purchase or sale was actually effected and has no
reason to believe that the reported transaction is fictitious or in furtherance ofany
fraudulent, deceptive or manipulative purpose.

53. In addition, MSRB Rule G-17 provides that ??[i]n the conduct ofits municipal securities or

municipal advisory activities, each broker, dealer, municipal securities dealer, and municipal

advisor shall deal fairly with all persons and shall not engage in any deceptive, dishonest, or

unfair practice."

54. By engaging in the scheme described herein between November 2014 and September 2015

ofmaking trades with extended settlement dates in fixed income securities and repeatedly

cancelling and rebooking the trades before the extended settlement date in order to keep the

unearned payments made by the clearing firm to YieldQuest for the trades, Chitnis employed

a scheme to defraud the clearing firm and also engaged in acts, a practice, and a course of

business which operated as a fraud or deceit upon the clearing firm and his customers. These

transactions are reflected on Schedule A hereto, which is incorporated herein.
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55. Chitnis acted with scienter with respect to each ofthe transactions on Schedule A. He

intentionally, or at least recklessly, placed hundreds of fictitious trades, with the intention and

for the purpose ofgenerating proceeds for YieldQuest and himselfand then converting the

same funds received from the clearing firm to which neither he nor YieldQuest was entitled.

56. In connection with the transactions on Schedule A hereto, Chitnis used the means and

instnimentalities ofinterstate commerce by communicating with the clearing firm through

electronic means about the transactions and by causing the transactions to be executed on an

electronic trading platform.

57. Furthermore, in connection with certain ofthe transactions on Schedule A hereto, Chitnis

reported the purchase and sale of municipal securities which he knew had not been actually

effected and which he knew were fictitious and in furtherance ofa fraudulent, deceptive or

manipulative purpose.

58. As a result ofthe foregoing conduct, Chitnis willfully violated Section 10(b) ofthe Exchange

Act and Rule 10b-5 thereunder, violated FINRA Rules 2020 and 2010, and willfully violated

MSRB Rules G-14 and G-17.

SECOND CAUSE OF ACTION
F?NRA RULE 2010

(Conversion)

59. Conversion is an intentional and unauthorized taking ofand/or exercise ofownership over

property by one who neither owns the property nor is entitled to possess it.

60. Between November 2014 and September 2015, Chitnis intentionally and wrongfuily obtained

and exercised ownership 
over $680,917.36 ofthe clearing firm's funds as a result ofhis

fictitious trading scheme.

61. To date, Chitnis has failed to return any ofthese funds to the clearing firm.
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62. By converting $680,917.36 from the clearing firm, Chitnis acted in a manner inconsistent

with high standards ofcommercial honor andjust and equitable principles oftrade.

63. As a result ofthe foregoing conduct, Chitnis violated FrNRA Rule 2010.

THIRD CAUSE OF ACTION
FINRA Rule 2010 and MSRB Rules G-14 and G-17

(Unauthorized Trading in Customer Accounts)

64. Chitnis made or caused to be made the 239 trades in customer accounts shown in Schedule A

attached to the Complaint.

65. Chitnis did not communicate about these trades with any ofthe customers before making the

trades. None ofthe customers authorized any ofthese trades.

66. As a result ofthese unauthorized transactions, Chitnis and YieldQuest received payments of

at least $680,917.36 from the clearing firm.

67. As a result ofthe foregoing conduct, Chitnis violated FINRA Rule 2010 and willfully

violated MSRB Rules G-14 and G-17.

FIFTH CAUSE OF ACTION
FINRA Rules 4511, 5210, 6730 and 2010 and MSRB Rules G-8, G-9 and G-14

(lnaccurate Books and Records)

68. FrNRA Rule 4511(a) requires each member to ?make and preserve books and records as

required under the FINRA rules, the Exchange Act and the applicable Exchange Act rules."

69. MSRB Rules G-8 and G-9 require every broker, dealer and municipal securities dealer to

maintain and preserve accurate books and records.

70. During the period ofNovember 2014 to September 2015, by recording transactions that he

knew at the time they were made were fictitious and by failing to maintain 
proper order

tickets, Chitnis caused YieldQuest to maintain inaccurate books and records.

14



71. FINRA Rule 6730 requires accurate and timely reporting oftransactions in a TRACE-

eligibie security.

72. By making the trades in Schedule A, Chitnis caused YieldQuest to maintain inaccurate books

and records by inaccurately reporting trades to TRACE and the MSRB.

73. In addition, FINRA Rule 5210 prohibits members from publishing any communication

reporting a purchase or sale ofa security ''unless such member believes that such transaction

was a bona fide purchase or sate ofsuch security; or which purports to quote the bid price or

asked price for any security, unless such member believes that such quotation represents a

bona fide bid for, or offer of, such security."

74. By making the trades in Schedule A, Chitnis caused the publication and circulation of

communications and reports ofnon-bona fide purchases and sales to the clearing firm.

75. As a result ofthe foregoing conduct, Chitnis violated FINRA Rules 4511, 5210, 6730 and

2010 and willfully violated MSRB Rules G-8, G-9 and G-14.

SIXTH CAUSE OF ACTION
NASD Rules 3010(a) and (b),

FINRA Rules 3110(a) and (b) and 2010 and MSRB Rule G-27
(Failure to Supervise)

76. NASD Rule 3010(a) and its successor, FINRA Rule 3110(a)', require each member to

establish and maintain a system to supervise the activities ofeach associated person that is

reasonably designed to achieve compliance with applicable securities laws and regulations

and with NASD and FINRA rules.

77. NASD Rule 3010(b) and its successor, F??IRA Rule 3110(b), require each member to

establish, maintain, and enforce written procedures to supervise the types ofbusiness in

which it engages and to supervise the activities ofits registered and associated persons that

' FINRA Rule 31 IO became eftective December I, 2014.
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are reasonably designed to achieve compliance with applicable securities laws and

regulations and with NASD and FINRA rules.

78. MSRB Rule G-27 requires every broker, dealer and municipal securities dealer to supervise

its municipal securities activities to ensure compliance with MSRB rules by establishing 
a

reasonable supervisory system, including written supervisory procedures.

79. Chitnis, as the Chief Executive Officer and ChiefCompliance Officer for YieldQuest, was

responsible for ensuring that YieldQuest established and maintained a reasonable supervisory

system and WSPs reasonably designed to supervise the firm's business activities, including

the trading of municipal securities.

80. During the period from November 2014 to September 2015, YieldQuest, under the direction

ofChitnis, did not enforce its WSPs related to unauthorized trading. Specifically, in

furtherance ofhis trading scheme, Chitnis made the customer trades listed on Schedule A

without the customers' knowledge or consent.

81. During the period from November 2014 to September 2015, YieidQuest, under the direction

ofChitnis, did not enforce its WSPs related to discretionary accounts. Specifically, Chitnis

made all the customer trades listed in Schedule A on a discretionary basis despite the fact that

YieldQuest did not have written authorization from any ofthe customers to exercise

discretionary power in the accounts, and the accounts had not been accepted in writing by

YieldQuest as discretionary accounts.

82. During the period from November 2014 to September 2015, YieldQuest, under the direction

ofChitnis, also did not enforce its WSPs with regard to maintaining order tickets that

contained all ofthe data required under SEC and MSRB Rules. Instead, YieldQuest
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maintained printouts of Bloomberg screen shots for bonds that did not indicate the person

taking the order, the time oforder receipt, or time oforder execution.

83. During the period from November 2014 to September 2015, YieldQuest, under the direction

ofChitnis, had no WSPs or supervisory system relating to principal review oftrade

cancellations. As a result, Chitnis was able to cancel the trades at issue here with no review

or approval by another principal.

84. During the period from June 2015 to September 2015, YieldQuest, under the direction of

Chitnis, failed to maintain a daily trade blotter signed or approved by a designated principal,

in violation of its WSPs.

85. During the period from July 2015 to September 2015, YieldQuest, under the direction of

Chimis, failed to have a municipal principal who was conducting any meaningful review of

municipal transactions.

86. Finally, during the period from November 2014 to September 2015, YieldQuest, under the

direction of Chitnis, also did not have a reasonable supervisory system or WSPs to ensure

compliance with MSRB rules, as evidenced by the violations detailed above.

87. As a result ofthe foregoing conduct, Chitnis violated NASD Rules 3010 (a) and 3010(b) (for

conduct before December 1,2014), FINRA Rules 3110(a) and 3110(b) (for conduct on or

after December 1, 2014) and FINRA Rule 2010 and willfully violated MSRB Rule G-27.

Based on the foregoing, Respondent willfully violated Section 10(b) ofthe Exchange Act

and Rule 10b-5 thereunder; violated FINRA Rules 2010,2020, 3110(a) and (b) (for conduct on

or after December 1, 2014), 451 1, 5210, and 6730 and NASD Rules 3010 (a) and (b) (for

conduct before December 1,2014); and willfully violated MSRB Rules G-8, G-9, G-14, G-17

and G-27.
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Based on these considerations, the sanctions hereby imposed by the acceptance ofthe

Offer are in the public interest, are sufficiently remedial to deter Respondent from any future

misconduct, and represent a proper discharge by FINRA, of its regulatory responsibility under

the Securities Exchange Act of 1 934.

SANCTIONS

It is ordered that Respondent be barred from association with any F?NRA member firm in

any capacity.

The sanctions imposed herein shall be effective on a date set by FH?IRA staff. A bar or

expulsion shall become effective upon approval or acceptance ofthis Order.

SO ORDERED.

FINRA

Signed on behalfofthe
Director of ODA, by Api?gp???uthority

/KWivz 

cYIR?becc, L. Segrest, 
Sen4,??egion,l 

Counsel
F[NRA Department of EriTL,??u?ent

One Securities Centre, Suite 500
3490 Piedmont Road, N.E.
Atlanta, Georgia 30305
Phone: (404) 239-6122; Fax: (404) 264-1586
E-Mail: rebecca. segrest@finra.org
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