BATS EDGX EXCHANGE, INC. _
LETTER OF ACCEPTANCE, WAIVER AND CONSENT_

20140397939-01
NO.~~~~~~~~~~~~

TO:

Bats EDGX Exchange, Inc.
c/o Department of Market Regulation_
financial Industry Regulatory Authority ("FTNRA")

RE:

Ronin Capital, LLC, Respondent
Broker-Dealer
CRD No. 118428

Pursuant to Rule 8.3 of the Rules of Bats EDGX Exchange, Inc. ("EOGX"), Ronin Capital, LLC
(the "firm") submits this Letter of Acceptance, Waiver and Consent ("A WC") for the pu rpose of
proposing a settlement of the alleged rule violations described below. This AWC is su bmitted on
the condition that, if accepted, EOGX will not bring any future actions against the firm alleging
violations based on the same factual findings described herein.
I.

ACCEPTANCE AND CONSENT

A.

The firm hereby accepts and consents, without admitting or denying the findings, and
solely for the purposes of this proceeding and any other proceeding ~rough! by or on
behalf of EDGX, or to which EDGX 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 EDGX:
BACKGROUND

The firm became a member of EDGX in June 2012. By letter dated January 29, 2015, the
Legal Section ofF INRA 's Department of Market Regulation notified the firm that the
Legal Section was investigating whether the firm had violated certain rules under the ·
Securities Exchange Act of 1934 (the "Exchange Act") and certain EDGX rules from
January through March 2014. The firm filed a Fonn BOW-Partial on February 19, 20 15
requesting the termination of its membership with EDGX. The firm 's request to terminate
its registration with EDGX remains pending. The firm remains subject to EDGX 1s
jurisdiction pursuant to EDGX Rule 8.1 (b).
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RELEVANT DISCIPLINARY HISTORY

The firm does not have a relevant prior discipl,inary history.
FACTS AND VIOLATIVE CONDUCT

l. On behalf of several markets, including EDGX, the Trading and Financial Compliance
Examinations Section ("TFCE") of FTNRA 's Department of Market Regulation
examined the firm's trading on January 6 and 7, 2014. TFCE reviewed a sample of36
sell orders entered by the finn and found that of the 36 orders, the firm had mismarked 34
sell short orders (94.4 p·ercent) as long.

2. During the examination and the subsequent investigation, the. finn disclosed that a thirdparty order router utilized by the firm had marked all sell orders sent by that router as
long. As a result, from January 4, 2013, when it began utilizing that router, to March 6,
2014, when it ceased transmitting sell orders through that router, the firm transmitted
49, 172 sell short orders to EDGX that it had marked as Jong. The conduct described in
this paragraph constitutes separate and distinct violations of Rule 200(g) of Regulation
SHO, 17 C.F.R. § 242.200(g), and EDGX Rule 11.15. 1
3. In addition, the firm's supervisory system did not provide for supervision reasonably
designed to achieve compliance with respect to EDGX Rule 11.15 and Rule 200(g) of
Regulation SHO in that the firm did not detect the cause of the above order marking
issue, which began in January 2013, until March 2014. The conduct described in this
paragraph constitutes violations of EDGX Rules 3.1, 3.2, 5.1 and 5.3.
B.

The firm also consents to the imposition of the following sanctions:
A censure and a tine in the amount of $80,000 {$65,000 for the violations of
EDGX Rule 11 .15 and Rule 200(g) of Regulation SHO, and $15,000 for the
supervisory violations).
The firm agrees to pay the monetary sanctions upon notice that this A WC has been
accepted and that such payments arc due and payable. It has submitted an Election of
Payment form showing the method by which it proposes to pay the ~ne imposed.
The finn specifically and voluntarily waives any right to claim that it is unable to pay,
now or at any time hereafter, the monetary sanctions imposed in this rn~tter.
The sanctions imposed herein shall be effective on a date set by EDGX.

I

EDGX Rule 11 .15

\\"clS

relocated

to 11 . IO(a)(S), enectivc October 29, 2014.
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II.

WAIVER OF PROCEDURAL RIGHTS
The firm specifically and voluntarily waives the following rights granted under EDGX Rules:
A.

To have a Statement of Charges issued specifying the allegations against the firm;

B.

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

C.

To defend against the allegations in a disciplinary hearing before a Hearing Pand, to
have a written record of the hearing made and to have a wrillen decision issued; and

D.

To appeal any such decision to the Appeals Committee ofEDGX's Board of Directors
and then to the U.S. Securities and Exchange Commission and a U.S. Court of Appeals.

Further, the finn specifically and voluntarily waives any right to claim bias or prejudgment of the
Chief Regulatory Officer ("CRO") in connection with his or her participation in discussions
regarding the terms and conditions of this AWC, or other consideration of this A WC, including
acceptance or rejection of this A WC.
The firm further specifically and voluntarily waives any right to claim that a person violated the
ex parte prohibitions of EDGX Ruic 8.16 in <.:onnection with such person's or body's
participation in discussions regarding the terms and conditions of this AWC, or other
consideration of this A WC, including its acceptance or rejection.
III.

OTHER MATIERS
The firm understands that:
A.

Submission of this A WC is voluntary and will not resolve this matter unless and until it
has been reviewed and accepted by the CRO, pursuant to EDGX Rule 8.3;

B.

lfthis A WC is not accepted, its submission will not be used as evidence to prove any of
the allegations against the firm; and

C.

If accepted:
I.

This A WC will become part of the firm's permanent disciplinary record and may
be considered in any futur!? actions brought by EDGX or any other regulator
against the firm;
·

2.

This A WC will be published on a website maintained by EDGX in accordance
with EDGX Rule 8.11, Interpretations and Policies .OJ. In addition, this AWC
will be niade available 1l.1rough FTNRA 's public disclosure program in response to
public inquiries about the firm's disciplinary record; and
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3.

D.

The firm may not take any action or make or pennit to be made any public
statement, including in regulatory filings or otherwise, denying, directly or
indirectly, any finding in this A WC or create the impression that the AWC is
without factual basis. The firm may not take any position in any proceeding ·
brought by or on behalfofEDGX, or to which EDGX is a party, that is
inconsistent with any part of.this A WC. 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 EDGX is not a party.

The finn may attach a Corrective Action Statement to this AWC that is a statement of
demonstrable corrective steps taken to prevent fiiture 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 EDGX,
nor does it reflect the views of EDGX or its staff.

4

The undersigned, on behalfofthe firm, certifies that a person duly authorized to act on its behalf
has read and understands all of the provisions of this A WC and has been given a full opportunity
to ask questions about it; that it has agreed to the AWC's provisions voluntarily; and thal 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 been made to induce the firm to submit it.

.J1tk\ J9 100l(D

Date

/ff. /..

Respondent
Ronin

Ca~2~C

~

A

-Pff- 4jL
Name: J·\ \'\E'~ &,L\'C; C'--.By:

Title:

ch\ e.~ cO\(Y\}J\ \Qh(Q_ otn'cvr
\

Reviewed by:

Juiln:.!fl

Schulte Roth & Zabel LLP
9l9Third Avenue
New York, New York I0022
Tel - (212) 756-2411
julian.rainero@srz.com
Counsel for Respondent
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Tamara Schadelll( nn
Chief Regulatory E>fficer
Bals EDGX Exchange, lnc.
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ELECTION OF PAYMENT FORM

The firm intends to pay the fine proposed in the attached Letter of Acceptance, Waiver
and Consent by the following method (check one):

~

A firm check or bank check for the full amount;

0

Wire transfer;

Respectfully submitted,
Respondent
Ronin Capital, LLC
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