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LETTER OF ACCEPTANCE, WAIVER AND CONSENT (oN /5
NO. 2006003801001 2y
2
&
TO: Department of Enforcement
MASD
RE: Investors Capital Corporation, Respondent
Broker-Dealer
CRD No. 30613

Pursuant to Rule 5216 of NASD Code of Procedura, we submit this Latier of Acceptance,

Waiver and Consent ("AWC") for the purpose of proposing a seftiement of the alleged rule

viclations described in Part I below. This AWC is submitted on the condition that, if accepted,

ﬁN:é?D will not bring any future actions against us alleging violations based on tha same faciual
ngs.

Wae undarstand that:

1. Submission of this AWC is voluntary and wili not rasolve this matter unless and
uniil it has baen reviewed and accepted by NASD's Depariment of Enforcament
and National Adjudicatory Councll (*NAC") Review Subcommitiee or Office of
Disciplinary Affairs ("ODA”), pursuant to NASD Rule 9216;

2. If this AWC is not accepted, its submission will not be used as evidence to prove
any of the allegations against us; and

3. if accepted:

a this AWC wili become part of our permanent discipiinary record and may
be considered in any future actions brought by NASD or any other
regulator against us;

b.  this AWC will be made available through NASD's public disclosure
program in response to public inquiries about our disciplinary record;

¢ NASD may make a public announcement concerning this agreament and
the sublect matter thereof in accordance with NASD Rule 8310 and IM-
8310-2; and

d. We may not take any action or make or permit fo be made any public
staternent, including in regulatory filings or otherwise, denying, directly or
indirectly, any finding in this AWC or create the impreasion that the AWC
is without factual basis. Nothing in this provision affects our testimoniat
obligations or right to take legal or factual positions in litigation or other
Iagal proceedings in which NASD is not a parly.
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We aiso inderstand that our expariencs in the securitios indstry and disciplinary history may
Mmm&%mmﬁmdhmngmaﬂwm accapt this AWC, That experience and
as :

kvestors Capital Comaration (BD No. 30818} (ICC"] b a reglsterad broker-dealer with
its prindipal place of business in Lynnfleld, Massachusslis and hes been an NABD
member since 1902, ICC s a wholly-owned subsidiary of Investors Capital Holdings,
Ud. ICC has prior relevant NASD distiplinary history, Sea in re: Investors Capitef
Com., ANC, NASD Case No. (C11080012] (GG ceneured and fined $260,000, for
among other things, supervision and recordkesping vickations).

I
WAIVER OF PROCEDURAL RIGHTS
We spocifically and voluniarily wedve the following rights granted under NASD's Code of
Procedure:

A Tohave a Fomal Complaint lesued specifying the aliegetione against us;

B.  To be noffiied of the Formal Complaint and have the opportunity to answer the
allegations in writing;

C.  Todefend against the allegetions In a disciplinary heering befere a hearing
panal, iv have a wittten record of the hasring made and o have & wriiten
dacision issued; and

D, ‘Tp appseal any such dedision to tha NAG and then to the L.S. Sacuritles and
. ~ Exchange Coniniselor: and a U.S, Cowrt of Appeals.

Further, we specflically and voluntarily walve any right to claim blas or prejudgment of the
General Counss), the NAC, or any mamber of the NAC, In connsttion with such parsen's or
body's participalion in disoussions regerding the terma and conditions of this AWC, or other
conslderation of this AWG, including aoceptance or rejection of this AWC.

Wa Turther spacifically and voluntarily walve any right to claim that a psrson violated the ex
parte prohibitions of Ruls 9143 or the saparation of funciions prohibitions of Rule 9144, In
connection with such person’s or body's particlpation in discussions regarding the terms and
Mmdﬂuns of this AWC, or othar consideration of this AWC, including Hts scoeptance or

on.
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o
ACCEPTANGE AND CONSENT

A. We heraby acoept and consant, without admitting or denying the findings, and solely
for the purposes of this proveading and any other procasding brought by or on behalf of
NASD, or to which NASD 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 NASD:

© Rule 17a-4 promulgated under the Becurties Exchange Act of 1834
{"Exchange Act") requires that brokerage firms maintain and preserve, for a period
of not less than thres vears, elecironic communications relaing to fhe fim's
business as a broker-dealsr. In Notice fo Members 01-80 and 03-33, NASD
communicated to members thelr recordkeeping and suparvisory obligations with
respect to electranic communications, ihaluding e-mall and instant messaging.

From at least September 1, 2004 through April 1, 2006 {tha "relevant period™),
ICC's written supervisory procedures mendated that all registered representefives
usa the firi's electronle servar for all business-related elscironic communications,
unless the firm approved the use of external elsctronic servers by a reglstered

During that parlsd, however, some ICG registersd representstives

sant business-related e-mell throtgh exteral efecironic sarvers without first
obtaining firm approval. With respact to soma of those instancee, ICC falled o
provide for regsanabla follow-Up and review upon ieaming that the registerad
Tepresantatives wore using external e-mall accounts. As a rasult, the fim did not
imaly detect and prevent such Uuse snd did not effectively enforce Its procedures
relating to extamal e-mail accounts. Thie conduct consiituted separate and dislinct
viclations of NASD Conduct Rules 3010 and 2110,

During tha ralevant period, ICC falled to retain certaln business-related e-
malls sent end received by Its registered representatives using extemal accounts.
As a result, the firm fallad ko maintain and presetve all of Its slectronic
communications =5 raquired by Exchange Act Rule 17a-4. This conduct constifutes
separute and distinet violations of Exchange Act Rule 17a-4 and NASD Conduct
Rules 3110 and 2110,

B. We also oonaent to tha imposiion, at & maximum, of the following sanctions:
A cansure and $75,000 fine.

I addition, we shall comply with the following undsrtakings within the time periads
specilied below (unless otherwise extended by NASD staffy

4. 1CC has undertaksn remadlial measures and shall undertaks to complels its
review of its procedures regarding the presenvation of slectronic mall
consnunications for compliance with NASD rulss and the federal securities
laws and reguiations. Within 180 catendar days of the iseuance of this AWC,
an officer of ICC will certify to NASD In writing that & has complated its review
und that It has established systems and procedures reasonably designed o
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achieve compliance with thase laws, regulations, and rules concerning the ;
prassrvation of electronip mall cormunfcations. ;

2. The certification, afong with the procedimes, must be submitted to NASD's
Buetor District Office staff. Although NASD staif may revisw the revised
procadures, sald review shall i no way constiitie an approval of the revised
precedures. The faliura of NASD steff to alert 1CC o any deficlencias in the
revised procedares shall not prechide NASD from insiituting a subsaguent
disciplinary action as a result of deficiencies In the revised procedures.

The sancllons imposed horein shall ba sffeciive on a date sst by NASD siaff.
1.

OTHER MATTERS

We understend that we may attach a Carreciive Action Statement to this AWG that
s a statermnant of demonstrable oorective steps talken to prevent future miscondtsct.
We understand that we may not deny the charges or tnake eny statement that Is
inconsistent with the AWG In this Statement. This Sistemant doee hot conslitute
tactual or legal findings by NASD, nor does it reflsct the views of NASD or its staft.

We agree to pay sny monelary sanctions imposed on us upon neotice that this AWC
has besn accepled and that such payments are due and gayable and have sitached
%ﬂmmdFWMSMMamwmmmmhpwm {

We specifically and voluntarily waive any right to cialm that we are unabie to pey,
now or at any time hereafter any monatary sanation imposed in this matter.




Wecaﬂfy&atmha\mread and undersiand all of the provisions of this AWG and have baen
given a full oppertunity to ask questions abaut it, and that no offar, threat, Inducement, or
mbnitlt.ufmy kind, other than the terms set forth herein, has been made o induce us to
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Acceptad by NASD:

g;_{-’*/ [or

Depariment of Enforcement
99 High Straat

Suits 900

Boston, MA 02110

{617) 532-3428

NASD Disirict Director
Frederick F. McDonald, Jr.
NASD, Boston District Office
g9 High Strest, 8" Flaor
Boston, MA 02110

(617) 532-3400




