
 

NYSE Arca Equities Disciplinary Action 
Equity Trading Permit Holder Disciplined for Short Sale Violations 
and Inadequate Supervision 
Ronin Capital, LLC 
07-AE-03   
26 Oct 2007  

Summary 

Case Note 
Violated Reg SHO Rule 200(g) by incorrectly marking as “short 
exempt” numerous sell short orders for execution that were not 
entitled to exemption from the applicable tick tests under Exchange 
and federal securities rules; violated NYSE Arca Equities Rule 
7.16(a)(1) and Exchange Act Rule 10(a)(1) by executing numerous 
sell short orders in listed securities in a manner that improperly 
exempted these transactions from the applicable tick tests required 
under these rules, thereby causing numerous sell short orders to 
execute on downticks on the Exchange; violated NYSE Arca 
Equities Rule 6.18(a) by failing to adequately supervise its 
associated persons and business operations; and violated NYSE 
Arca Equities Rule 6.18(c) by failing establish, maintain, and enforce 
written procedures to supervise the business in which it engages 
and the activities of its associated persons.  Consent to censure 
and $200,000 fine. 
 
Case Summary 
Ronin Capital, LLC, an Equity Trading Permit Holder, consented without 
admitting or denying guilt to findings of short sale violations as well as 
inadequacies in both supervision and written supervisory procedures. 
 

• NYSE Arca Equities found that between approximately May 25, 
2005, and June 14, 2006, one of Ronin’s trading units used the 
original Reg SHO Pilot “A” list found on the SEC web site to 
mark their sell short orders.  Because this unit used the original 
Pilot list on the SEC website instead of the updated Pilot lists 
provided by the exchanges, Ronin entered approximately 5,500 
sell short orders that were incorrectly marked as “sell short 
exempt.”  

• This resulted in Ronin executing approximately 1,910 sell short 
orders, totaling 413,650 shares, which were improperly 
exempted from the tick test required by Exchange and federal 
securities rules.  As a result, Ronin improperly executed on the 
Exchange numerous sell short orders on downticks. 

• In addition, between June 30, 2005, and February 6, 2006, 
Ronin also inadvertently entered seven additional sell short 
orders manually that were incorrectly marked as sell short 
exempt, resulting in the execution of incorrectly marked sell 
short orders totaling 3,100 shares.  Two of these orders should 
have been marked as sell long.  The remaining orders were 
also improperly exempted from the applicable tick test required 
by Exchange and federal securities rules.  

• Ronin failed to detect this violative conduct until Exchange 
investigators first brought this issue to the attention of Ronin’s 
executing broker on or around June 13, 2006.  

• Ronin implemented new procedures on or about June 14, 
2006, in an attempt to upload the most up-to-date pilot list on a 
daily basis.  However, despite implementing the new 
procedures, Ronin inadvertently used the wrong Pilot list, this 
time using a Pilot “B” list from the American Stock Exchange 
(“AMEX”) when Ronin should have used AMEX’s Pilot “A” list. 

• Because Ronin again used the wrong Pilot list, between 



approximately June 14, 2006, and August 9, 2006, Ronin 
entered approximately 2,800 additional sell short orders that 
were incorrectly marked as “sell short exempt.”  This resulted in 
approximately 380 executed orders, totaling approximately 
53,500 shares, which were improperly exempted from the tick 
test required by Exchange and federal securities rules.  As a 
result, Ronin again improperly executed on the Exchange 
numerous sell short orders on downticks. 

• Ronin entered a total of approximately 8,300 sell short orders 
that were incorrectly marked as sell short exempt.  All but two 
of the trades incorrectly marked as sell short exempt should 
have been marked as “short.”  Ronin thereby sold short a total 
of approximately 470,000 shares in approximately 2,300 
transactions that were improperly exempted from the tick test 
required by Exchange and federal securities rules.  As a result, 
Ronin improperly executed on the Exchange numerous sell 
short orders on downticks. 

• Ronin’s written compliance and supervisory procedures only 
instructed Ronin personnel to obtain the Pilot lists from the SEC 
website.  Ronin’s procedures did not direct Ronin personnel to 
also consult the various exchanges for Pilot list updates, as 
directed by the “Reg SHO Spotlight” section of the SEC 
website.  

NYSE Arca Equities imposed a penalty of a censure and $200,000 
fine. Ronin Capital consented to the penalty.   

 












