Fnra?

Financial Industry Regulatory Authority

By: Certified Mail, Return Receipt and andrea.shafer@pciti.com
December 21, 2016

Citi Order Routing and Execution, LLC

(f’k/a Automated Trading Desk Financial Services, LLC)
Ms. Andrea Shafer

Chief Compliance Officer

11 eWall Street

Mt. Pleasant, SC 29464

RE: Payment of Fine in Connection with Executed Letter of Consent
FINRA Matter No. 20140418701-04

Dear Ms. Shafer:

Enclosed is an executed copy of the Letter of Consent (“LOC”), signed by Charles Mogilevsky,
Managing Director of Citigroup, Inc. on behalf of Automated Trading Desk Financial Services,
LLC (“ATDF” or the “Firm"), and countersigned by Edward Deitzel, Executive Vice President
and Chief Regulatory Officer, for the Business Conduct Committee, at the Miami International

Securities Exchange, LLC (“MIAX” or the “Exchange”) on December 13, 2016.

Please consider this correspondence as notice to the Firm that this LOC has been accepted, and
as a result, the Firm must promptly remit payment of the agreed upon sanction. Please make the
payment to Miami International Securities Exchange, LLC.

The payment should be sent to the below address if payment is by check:

MIAX Options

Attn: Tia Toms

7 Roszel Road, Suite SA

Princeton, NJ 08540

Reference Number: Matter No. 20140418701

Investor protection. Market integrity. Onc Liberty Plaza  www finra org
165 Broadwsay
New York, NY
10006-1404



Ms. Andrea Shafer

Chief Compliance Officer

Citi Order Routing and Execution, LLC
December 21, 2016
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If payment is by wire, wiring instructions are as follows:

Pursuant to MIAX Rule 1011, after seven calendar days’ notice in writing, the Exchange may
summarily suspend a Member that fails to pay promptly a fine when such fine becomes finally
due and payable.

If you have any questions, please do not hesitate to to contact the undersigned at (646) 430-7034
or Jacqueline Gorham, Senior Counsel, at (646) 430-7044.

Sincerely,
}-'ﬁ -~y @"!’
Enclosure

cc:  Larry O’Leary, VP Regulation, Miami International Securities Exchange, LLC
(Via email to loleary@miami-holdings.com)

Robert A. Buhlman, Partner, Sidley Austin LLC, Counsel for Respondent
(Via email rbuhlman@sidley.com)

This letter is issued on behalf of the Miami International Securities Exchange, LLC, by FINRA
Market Regulation pursuant to a grant of authority to FINRA. Accordingly, this constitutes a
letter by the Miami International Securities Exchange, LLC



MIAMI INTERNATIONAL SECURITIES EXCHANGE, LLC
No. LETTER OF CONSENT
— 2004041870004

TO: Miami hrtornational Securities Bxchangs, LLC

RE:

/o Department of Market Regulation
Financial Industry Regulstory Authority ("FINRA™)

Autometed Trading Desk Financial Services, LLC, Respondent
(n/ic/a Citi Order Routing and Bxecution, LLC)

CRD No. 103768

Pursuant to Rule 1003 of the Rules of the Miami Internstional Securities Exchangs, LLC
("MIAX™), Automated Trading Desk Financial Services, LLC (the “firm™),' submits this Letter
of Congent (“LOC™) for the purposs of proposing a settiement of the alleged ruls violations
described below. This LOC is submitted on the condition that, if acoepted, MIAX will not bring
any future actions against the firm aileging violations based on the same fectual findings

desoribed herein.
L
ACCEPTANCE AND CONSENT
A. mlfmmmmmmmmmmwm

for the purposes of this proceeding and any other proceeding brought by or on
of MIAX, or to which MIAX is & party, prior to & hearing and without an
edjudication of any issue of law or fact, to the entry of the following findings by MIAX:

BACKGROUND
The firm became a member of MIAX on December 7, 2012, and a member of FINRA cn

l. In connection with this matter, the Options Regulation staff of FINRA’s
Department of Market Regulation, on behalf of MIAX, conducted s review of
ATDF's order entry ectivities in its capasity as an Options Member during the
period December 7, 2012 through May 2014 (the *Review Period”) for
compliance with MIAX rules and policies goveming the use of origin codes.

2. Applicsble MIAX rules and policies require that when acoepting an order, an
Options Member must obtain and record an appropriate asoount type or origin
code in each order record and as an order detail when entering orders into the
Exchange’s systems to indicate the kind of account for which the arder will be

! As of October 17, 2016, e nemo of this Firm cheagad t0 Chti Order Routing end Exeeution, LLC.

STAR No. 20140418201 (Jmg)



various order entry systems employed by the firm, resulting in the following: (i)
an insccurste andit trall and insocurste arder records; (i) trades being reported to
OCC with Insccurate trade detalls; (1if) potential adverse impaot to the
price and quantity of other market participants® orders; and (iv) a poteatial
on the Exchange’s ability to survell for and detect potential violstions of its rules
and of foderal soourities laws. Additionally, ATDF had supervisory deficlensies
related to the marking of options orders with the correct origin codes.

FACTS AND VIOLATIVE CONDUCT

. Pursuant to MIAX Rule 800(s), Audit Trail, an Options Member must submit
certain order information in a form prescribed by MIAX.

. During the Review Period, ATDF executed numerous transactions with incosrect

1!

'mmWw-ﬁnmamuhu-mwmh—ﬂnuﬂm
more then 590 orders in tisted options par day on averags dering & aalendar moath for its own bensficial sosomat{s),
To comply with exchange requiremants, members are required to revisw thelr customars’ sctivity on at
loast & quzrterly basls © dsiermning whether that @10 mot fir the cocount of @ broker or dmler chould be
repressnted o3 Profbasiornl Ondors. Ovders for eny customer that had an averags of mors then 390 orders per day
tGuring any mooth of & calendar quarter must be represented & Prafipsions] Orders fir the next salgndar quarter.
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exchange when the exchange went live with the “Proféssional Customer™ code,
end thus “Professional Customer orders routed to the exchange were defaulted to
a “Custome:” origin code.

6. As a result of the ebove erroms, beginning In February 2012 to the end of the
Review Period, ATDF enronsously marked spproximstely 31,483 “Professional
« Customer” options contracts with the insocurete origin code of *Customer” across
multiple options exchanges, of which 3,505 were executed on MIAX during the

7. Bach instance in which ATDF executed s “Professional Customer” order with the
incorrect origin code of “Customer™ could have had adverse consequences, such
as cyosting inaccurete order records, cresting an inaccurste audit trall,
insdvertently impacting the priority of order execution, reporting trades to OCC
with insccurnte trade details, and potentially impacting the Exchange’s ability to
survell for and detoct potential violations of its ruies and of federal securities
laws,

8. B{mﬂdngmmdelhmAmmuMbwm
rules:

a. Section 17(a)(}) of the Exchangs Act and Rule 17a-3(a}(6)() thereunder
requiring Options Members to make and maintain & memorandum of each
order, and any other instruction, that contains the complete terms and
conditions of the order;

b. MIAX Ruls 300 requiring that Options Members refrain from engaging in
conduct in violation of the Exchange Act and Rules thereunder, MIAX
moccmuuwmwmum;m

¢. MIAX Rule 513, which requires an Options Member to ensure
transactions comply with the member’s obligations under MIAX and OCC
tules and any other relovant laws, rules, interpreiutions and obligations as
It relates to the reposting or clearing any MIAX transaction;

d. MIAX Rule 800(s) requiring that Options Members make and keep
current books and records as MIAX may prescribe and as may be
presoribed by the Bxchange Act and the rules and regulations thereunder;

e. MIAX Rule 514(d)(1), which requires that Priority Customer Orders have
priority over Profiessional interest and all Market Maker interest at the
sams price;! and

| This pplies when the MIAX bas epplied the “Priority Customer Overlay™ es dissussed In the rule.
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£ MIAX Rale 301 prohibiting an Options Member from engaging in acts
mmmmh:mmemmurm. *

9. During the Review Period, ATDF falled to have supervisory systems and controls
in plece, including & scparste system of follow-up and review, reasonsbly
desigaed to achieve compliance with the Bxchange's origin code requirements, In
particulsr, ATDF falled to have In place sdequate controls %0 ensure that the
origin code it routed was the same ons as It received or should have recelved from

Mhﬁmmpﬂyndmplmlymdlmdmmmh
mbmlnionofhmmoﬂlheodaumnuithmnemofdnm.
The firm also provided substantial asistance to Market

including seif-reporting vioistions and providing the staff with data its
violations, and implemented additional surveillances snd controls prior t the
completion of this matter.

B.  The firm also consents to the imposition of the following sanotions:
1. A censure;

2 :‘mﬁummemwofms.ooo.ofmm.ooohpmblmmAx;'

3. An undertaking requiring the firm to eddress the origin code deficlencies
described above to ensure that the firm has implemented procedures that are

mnblydmmuhlwemﬂhmwhhﬂnmlummmﬂ

a. mﬁmmmumuncommcnusmm.mu
SECTION, MARKET REGULATION DEPARTMENT, 9509 KEY
WEST AVENUE, ROCKVILLE, MD 20850, no lster than 90 days after
wmm..m&mm.am&mﬂﬂnmum-

eccount of a registered principal to
MarketRegulationComp@finra.org, providing the following information:
(1) a refevence to this matter; (2) a representation that the firm hes revised

'mhuuorumwmumuuw@muwuuntuhmu

4



Payment form showing the method by which it proposes to pay the fine imposed.

The firm specifically and voluntarily waives any right to claim that it is unable to pay,
now or at any time hereafter, the monetary sanction(s) imposed in this matter.

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

IL
WAIVER OF PROCEDURAL RIGHTS
The firm specifically and voluntarily walves the following rigitts granted under MIAX Rules:

A.  To have a Statement of Charges imued specifying the sliegations against the firm;

B. To be notified of tho Statement of Charges and have the opportunity to answer the
allegations in writing;

C.  To defend against the allegations in a disciplinary heering before a Hearing Pansl, to
have a written record of the hearing made and to have a written decision issued; and

D. To eppeal any such decision to MIAX's Board of Directors and then to the U.S,
Securities and Exchangs Commission and a U.S. Court of Appeals.

Further, the firm specifically and voluntarily waives any right to claim bias or prejudgment of the
Chief Regulatory Officer (“CRO"), as well as the Business Conduct Committes (“BCC™), in
connection with participation in discussions regarding the terms and conditions of this LOC, or
other consideration of this LOC, including acoeptance or rejection of this LOC.

The firm further specifically and voluntarily walves any rigit to claim that a person violsted the
ex parte prohibitions of MIAX Rule 1006, in commection with such person’s or body's
participstion in discussions regarding the terms and conditions of this LOC, or other
considerstion of this LOC, including its acosptance or rejection.



o
OTHER MATTERS

‘The firm understands that:

Submission of this LOC is voluntary and will not resolve this matter unless and until it
has been reviewed and acoepted by the CRO and the BCC, pursuant to MIAX Rule 1003;

If this LOC is not acoepted, its submission will not be used as evidence to prove any of
the allegations against the firm; end

If sccepted:

A

1.

this LOC will become past of the firm’s parmanent disciplinery record and may

this LOC will be published on & websitc maintained by MIAX; and

The firm mey not teke any action or make or permit to be made any publ
statement, including in reguistory filings or otherwise, demying, d
indirectly, any finding in this LOC or create the impression thet the LOC
without factual basis. The firm may not tske any
brought by or on behsif of MIAX, or to which i
inconsistent with any part of this LOC. Nothing in this provision affects the
firm's: (i) testimonial obligations; or (if) right to take legal or factual positions in
litigation or other legal proceedings in which MIAX is not a party. .

thet it mey not deny the charges or make sny statement that is incoasistent with the LOC
in this Statement. This Statement does not constitute factual or legal findings by MIAX,
nor does it reflect the views of MIAX or its staff.

{continued on next page]



The undersigned, on behalf of the firm, certifies that a person duly suthorized to act on its behalf
has read and understands all of the provisions of this LOC and hes been given s full opportunity
to ask questions about it; that it hes agreed 1o the LOC’s provisions volustarily; and that no offlr,
threat, Inducement, or promise of any kind, other than the terms set forth hereln and the prospect
of svoiding the lssusnce of a Statement of Charges, has been mede %o induce the firm to submit

it

bl_{ééﬂ___ Automated Financlal Services, LLC
Respondent

By:
Citigroup

» Managing Director

for
Robert A. Buhimen, Partner
Sidley Austin LLC
60 State Street, 36™ Floor
Boston, Massachusetts 02109
(617) 223.0333

Accepted by Miam! International Securities Exchange, LLC:




ELECTION OF PAYMENT FORM

The firm MmmﬂuﬂuMhhMﬂWo{Mwm
following method (check one):

O A firm cheok or bank check for the full amount;
B Wire tansfer.

Respectfully submitted,
Regpondent
Automated Trading Desk Financial Services, LLC
y7; éq[)é
Date By:

Name; /7

~ ey sk



