FINANCIAL INDUSTRY REGULATORY AUTHORITY

LETTER OF ACCEPTANCE, WAIVER AND CONSENT
NO. 2017053084901

TO: Department of Enforcement

RE:

Financial Industry Regulatory Authority (“FINRA™)

FIS Brokerage & Securities Services LLC
Broker-Dealer
CRD No. 104162

Pursuant to FINRA Rule 9216 of FINRA’s Code of Procedure, FIS Brokerage & Securities
Services LLC (the “firm” or “Respondent”) submits 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 the firm alleging violations based on the same factual findings
described herein.

L
ACCEPTANCE AND CONSENT

Respondent hereby accepts and consents, 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

The firm became a member of FINRA on October 12, 2000, and its registration remains
in effect. The firm is headquartered in Geneva, Illinois, and it currently employs a total
of 84 registered representatives at its headquarters and its four branch offices. The firm
provides execution services to other broker-dealers and institutional customers on an
agency basis.

RELEVANT DISCIPLINARY HISTORY

On December 30, 2015, FINRA accepted an AWC in Matter No. 20140399422 in which
SunGard Brokerage & Securities Services LLC (“SunGard™)! was censured and fined
$17,500 connection with a 2014 Trading and Financial Compliance Examination
(“TFCE”) examination. Among other things, the firm violated FINRA Rule 7450.
During a one-day review period in March 2014, the firm transmitted 49 Order Audit Trail
System (“OATS”) reports that had inaccurate, incomplete or improperly formatted data,
representing 45% of the sample of reports reviewed by TFCE staff, in violation of
FINRA Rule 7450. In addition, the firm failed to record all of the required information

! FIS, the parent company of the firm, completed an acquisition of SunGard in November 2015. SunGard’s CRD
number was 104162, which is currently Respondent’s CRD number.
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on the memorandum of 47 brokerage orders in violation of FINRA Rule 4511 and SEC
Rule 17a-3.

On April 14, 2015, FINRA accepted an AWC in Matter No. 20130358292 in which
SunGard was censurcd and fined $17,500 fine in connection with a 2013 TFCE
cxamination. On two trade dates in March 2013, the firm transmitted to OATS 50
reports, out of a sample of 75, that contained inaccurate, incomplete, or improperly
formatted data, representing 67% of the sample of reports reviewed by TFCE staff, in
violation of FINRA Rule 7450.

OVERVIEW

In Matter No. 20170530849, TFCE staff conducted a review of the firm’s compliance
with FINRA Rule 7450 for the trade date of February 7, 2017. Thereafter, a further
review was conducted to determine the extent of OATS reporting deficiencics. During
the period between December 2015 and July 2017, the firm submitted to OATS
approximatcly 431,000 Reportable Order Events (“ROEs”) that contained inaccurate,
incomplete, or improperly formatted data. This conduct violated FINRA Rule 7450.

FACTS AND VIOLATIVE CONDUCT

Relevant Rules

FINRA Rulc 7450(a) states, in relevant part, that “[a]ll applicable order information
required to be recorded under Rule 7440 shall be transmitted to the Order Audit Trail
Systcm by cach Reporting Member or by a Reporting Agent....”

FINRA Rule 7450(b)(2) states, in relevant part, that “[e]ach Reporting Member shall
transmit to the Order Audit Trail System a report containing cach applicable itcm of order
information identified in Rule 7440(b), (c), and (d) whenever an order is originated,
received, transmitted to another department within the member or to another member,
modified, canceled, or executed,”

Violative Conduct

1. Review of OATS data is an integral part of FINRA’s automated market surveillance
program designed to detect potentially manipulative activity and other significant
violations of FINRA rules and the federal sccuritics laws. The transmission of
inaccurate or incomplete OATS data can impede FINRA s ability to detect potentially
violative conduct and/or create false positive alerts.

2. In 22 instances, out of a sample of 50 reviewed for February 7, 2017, the firm
transmitted to OATS ROEs that contained inaccurate, incompletc, or improperly
formatted data. Specifically: (i) in two instances, the firm inaccurately reported the
“Cancelled by Flag” and “Order Cancellation Timestamp”, and failed to report a
“Cancellation Report”, in its order records to OATS; (ii) in one instance, the firm
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inaccurately reported the “Cancclled by Flag” and “Order Cancellation Timestamp™;
(iii) in one instance, the firm failed to report a “Cancellation Report” in its order
records to OATS; and (iv) in 18 instances, the firm failed to report the “Directed”
special handling code in its ROEs submitted to OATS.

3. During all relevant periods, the firm used a platform for its OATS reporting that was
provided by a third-party vendor. The OATS violations were caused by system errors
that developed when the firm’s vendor made changes to its platform in December
2015. These systcm crrors were remediated in July 2017,

4. Because these system errors existed over an extended time period, further review was
conducted to determine the scope of the firm’s OATS reporting deficiencies. During
the various one-weck sample periods reviewed, the firm had transmitted to OATS
reports that contained inaccurate, incomplete, or improperly formatted data as
follows:

a. in 2,387 instances during the period from June 12, 2017 through June 16,
2017, the firm inaccurately reported the “Cancelled by Flag” and “Order
Cancellation Timestamps” in ROEs that it had submitted to OATS.
Accordingly, during the period between December 2015 and July 2017,
the firm’s system flaws may have impacted approximately 187,200 of its
OATS submissions in this manaer;

b. in 434 instances during the period from July 17, 2017 through July 21,
2017, the firm failed to submit a “Canccllation Report” in ROEs that it had
submitted to OATS. Accordingly, during the period between December
2015 and July 2017, the firm’s system flaws may have impacted
approximately 36,900 of its OATS submissions in this manner; and

¢. in 2,768 instances during the period from May 22, 2017 through May 26,
2017, the firm failed to submit the proper “Dirccted” special handling
code in ROEs that it had submitted to OATS. Accordingly, during the
period between December 2015 and July 2017, the firm’s system flaws

may have impacted approximately 207,200 OATS submissions in this
manner.

5. The conduct described in paragraphs 1.A.2 and 1.A.4 constitutcs separate and distinct
violations of FINRA Rule 7450.

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

¢ A censurc; and

¢ A fine of $25,000.
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Respondent agrees to pay the monctary sanction upon notice that this AWC has been
accepted and that such payment is due and payable. It 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 hercafter, the monetary sanction imposed in this matter.

The sanctions imposcd herein shall be cffective on a date set by FINRA staff.

IL
WAIVER OF PROCEDURAL RIGHTS

Respondent specifically and voluntarily waives the following rights granted under FINRA's
Codc of Procedure:

A.  Tohave a Complaint issucd specifying the allcgations against the firm;

B. To be notificd of the Complaint and have the opportunity to answer the allegations 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 Appcals.

Further, Respondent specifically and voluatarily waives any right to claim bias or prejudgment
of the Chicf 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 othcr consideration of this AWC, including acceptance or rejection of this AWC.

Respondent further specifically and voluntarily waives any right to claim that a person violated
the ¢x partc prohibitions of FINRA Rulc 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 rejection.

Il
OTHER MATTERS
Respondent understands that:

A. Submission of this AWC is voluntary and will not rcsolve this mattcr unlcss and until it
has been reviewed and accepted by the NAC, a Review Subcommiittec of the NAC, or the
Office of Disciplinary Affairs (“ODA™), pursuant to FINRA Rulc 9216;
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B. If this AWC is not accepted, its submission will not be used as evidence to prove any of
the allegations against Respondent; and

C. If accepted:

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

2. this AWC will bc made available through FINRA's public disclosure program in
accordance with FINRA Rule §313;

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

4, Respondent may not take any action or make or permit to be made any public
statement, including in regulatory filings or otherwisce, denying, directly or
indirectly, any finding in this AWC or create the impression that the AWC is
without factual basis. Respondent may not take any position in any proceeding
brought by or on behalf of FINRA, or to which FINRA is a party, that is
inconsistent with any part of this AWC. Nothing in this provision affects the
firm’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. Respondent may attach a Corrective Action Statement to this AWC that is a statement of
demonstrable corrective steps taken to prevent future misconduct. The firm understands
that it may not deny the charges or make any statement that is inconsistent with the AWC
in this Statement. This Statement does not constitute factual or legal findings by FINRA,
nor does it reflect the views of FINRA or its staff.
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The undersigned, on behalf of the firm, certifics that a person duly authorized to act on its behalf
has read and understands all of the provisions of this AWC and has beon given a full opportunity
to ask questions about it; that it has agreed to the AWC’s 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 issuance of a Complaint, has beea made to induce the firm to submit it.

W /o

Date Respondent

FIS Brokerage & Securitics Scrvices LLC,
- S
BLihv ,0 P g
Title: ﬂ[c; 1Den'T / Yol 7))

Reviewed by:

et M. Angstadt
Counsel for Respondent
Katten Muchin Rosenman LLP
525 W. Monroe Street
Chicago, IL 60661
(312) 902-5494

Accepted by FINRA:
=
K / 7 / /9 Signed on behalf of the
Date Director of ODA, by delcgated authority
Steven M., Tanner
Senior Counsel

FINRA Dcpartment of Enforcement
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