
FINANCIAL INDUSTRY REGULATORY AUTHORITY 
LETTER OF ACCEPTANCE, WAIVER, AND CONSENT 

NO. 2019061634801

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

RE: Crescent Securities Group, Inc. (Respondent) 
Member Firm 
CRD No. 114993 

Pursuant to FINRA Rule 9216, Respondent Crescent Securities Group, Inc. 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 Respondent alleging violations based 
on the same factual findings described in this AWC.  

I. 

ACCEPTANCE AND CONSENT 

A. Respondent accepts and consents to the following findings by FINRA without admitting 
or denying them: 

BACKGROUND 

Crescent became a FINRA member in December 2001. It is headquartered in Plano, 
Texas, and has four branches and 44 registered persons. Crescent is a full-service broker 
dealer that provides services to individuals and corporate clients.1

OVERVIEW 

During the period March 2020 through the present, Crescent failed to establish, maintain,
and enforce a supervisory system, including written supervisory procedures (WSPs), 
reasonably designed to achieve compliance with FINRA Rule 2121 (Fair Prices and 
Commissions). Therefore, Crescent violated FINRA Rules 3110(a) and (b) and 2010. 

FACTS AND VIOLATIVE CONDUCT 

FINRA Rule 3110(a) requires, in relevant part, that “[e]ach member shall establish and 
maintain a system to supervise the activities of each associated person that is reasonably 
designed to achieve compliance with applicable securities laws and regulations, and with 
applicable FINRA rules.” FINRA Rule 3110(b) requires, in relevant part, that [e]ach 
member shall establish, maintain and enforce written procedures to supervise the types of 

1 For more information about the firm, including prior regulatory events, visit BrokerCheck® at 
www finra.org/brokercheck.  
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business in which it engages.” A violation of FINRA Rule 3110 also is a violation of 
FINRA Rule 2010, which requires that a member, in the conduct of its business, observe 
high standards of commercial honor and just and equitable principles of trade. 

FINRA Rule 2121 provides that a member, when acting as agent for a customer, shall not 
charge “more than a fair commission or service charge, taking into consideration all 
relevant circumstances.”  

Under FINRA Rule 2121 Supplementary Material .01 (Rule 2121.01), a member cannot 
“enter into any transaction with a customer in any security at any price not reasonably 
related to the current market price of the security” or “charge a commission which is not 
reasonable.” The Rule further describes the long-standing “5% Policy,” which sets five 
percent as a guide for determining whether a markup or markdown is unfair or 
unreasonable. It cautions that markups or markdowns of five percent or even less may be 
considered unfair or unreasonable under the 5% Policy and that fairness must be based on 
a consideration of all relevant factors, not just a fixed percentage. Those additional 
relevant factors include (i) the type of security involved; (ii) the availability of the 
security; (iii) the price of the security; (iv) the size of the transaction; (v) whether the 
member disclosed the transaction cost to the customer prior to the trade; (vi) any pattern 
of markups or markdowns; and (vii) the nature of the member’s business, including the 
cost of providing services to customers, particularly when they are of a continuing nature. 
Rule 2121.01(b)(6) provides that “each transaction must meet the test of fairness.” 

During the period March 2020 through the present, registered representatives at Crescent 
bought and sold in excess of $161 million of inverse floating rate collateralized mortgage 
obligations (inverse floaters), which they sold to institutional customers. Although 
Crescent’s WSPs addressed FINRA Rule 2121.01, the firm failed to apply the criteria of 
Rule 2121.01 to the registered representatives’ sales of inverse floaters. Instead, the firm 
reviewed the markups and markdowns of the inverse floaters only to verify that they were 
five percent or below. The firm did not conduct a review of the Rule 2121.01 factors for 
the markups and markdowns it charged in each of these transactions. By failing to 
conduct the fair pricing analysis required by Rule 2121.01, the firm failed to reasonably 
determine whether the inverse floater transactions were priced fairly.  

Therefore, Respondent violated FINRA Rules 3110(a) and (b) and 2010.  

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

a censure 

a $30,000 fine 

an undertaking to revise the firm’s supervisory system with respect to the rules 
cited on this AWC. Within 60 business days of acceptance of this AWC, a 
registered principal of the firm shall submit to the Administrative Assistant, 
Department of Enforcement, 15200 Omega Drive, Suite 300, Rockville, MD 
20850, a signed, dated letter, or an email from a work-related account of the 
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registered principal to MarketRegulationComp@finra.org, with a copy to 
Doria.Bachenheimer@finra.org, providing the following information: (a) a 
reference to this matter; (b) a representation that the firm has revised its 
supervisory system in a matter reasonably designed to address the deficiencies 
described in this AWC; and (c) the date the supervisory system was revised by the 
firm. 

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 an inability to pay, now 
or at any time after the execution of this AWC, the monetary sanction imposed in this 
matter.

The sanctions imposed in this AWC shall be effective on a date set by FINRA.  

II. 

WAIVER OF PROCEDURAL RIGHTS 

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 it; 

B. To be notified 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 
Appeals. 

Further, 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 its acceptance or rejection.  

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

III. 

OTHER MATTERS 

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 evidence to prove 
any of the allegations against Respondent; and 

C. If accepted: 

1. this AWC will become part of Respondent’s permanent disciplinary 
record and may be considered in any future action brought by FINRA or 
any other regulator against 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 
its subject matter 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 otherwise, 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 Respondent’s right to take legal or factual 
positions in litigation or other legal proceedings in which FINRA is not a 
party. Nothing in this provision affects Respondent’s testimonial 
obligations in any litigation or other legal proceedings. 

D. Respondent may attach a corrective action statement to this AWC that is a 
statement of demonstrable corrective steps taken to prevent future misconduct. 
Respondent 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. 






