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FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
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TO:  Department of Enforcement

RE;

Financial dustry Regulatory Antharity (“FINRA”)

J.J.B. Billiard, W.L. Lyons, LLC, Respondent
FINRA Member

Orgatization CRD No. 453

Organization SEC No. 8-33133

Pursuant to FINRA Rule 9216 of FINEA's Code of Procedure, 1.J.B. Hilliard, W.L. Lyons, LLC
(“Hilliard Lyons” or the “Fimm™) sobmits this Letter of Acceptance, Waiver and Consent
(“AWC™) for the purpose of proposing a setilement of the alleged rule violations described
below. This AWC is submitted on the condition that, if accepted, FINRA will not bring any
firture actions against the Firm alleging violations based on the same factual findings described

herein,

I
ACCEPTANCE AND CONSENT

The Firm hersby aceepts and consents, without admitting or denying the findings,
and solely for the purposes of this proceeding and any other proceeding brought
by or on behalf of FINRA, or to which FINRA is a party, ptior to & hearing and
without an adjudication of any issue of law or fact, to the entry of the following
findings by FINRA:

BACKGROUND

Hilliard Lyops is 2 FINRA member headquartered in Louisville, Kentucky, and

maintaing approximately 75 offices located across the United States. During the
petiod December 1, 1998 to March 31, 2008, Hilliard Lyoms was a subsidiary of
The PNC Financial Services Group, Inc., and Hilliard Lyons served as the

" clearing broker-dealer for PNC Investments LLC (“PNC Investments™), an

affiliated introducing broker. PNC Investments is a subsidiary of PNC Banlk,
N.A. ("PNC Bank”). On March 31, 2008, Hilliard Lyons was acquired by HL
Financial Services, LLC, a company owned by employees of Hilliard Lyons and
their financial partner, Houchens Industries, Inc., a non-member.
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OVERVIEW

During the period begmning April 21, 199% through December 31, 2005 (the
“Relevant Period”), Hilliard Lyons had inadequate procedures related to ity
receipt of funds from customers of its affiliated introducing broker,” PNC
Investments. As 8 resnit the Firm did not timely identify carfain costomers -
whose checks were deposited fn the Firm's acconnt at PNC Bank via vanions PNC
Bank branches, which resulted in the untimely posting of deposits in mumerous
vastomer accomnts. When the Firm was unable to identify the proper customer
accounts it which to credit customer check deposits within 60 days, the Firm
moved the fimds inte an sbandoned property account for potential fithwe
escheatment to the Commenwealth of Kentucky (the “Escheatment Account™).
The funde remained i the Bscheatment Acecunt while the Fim continued its
efforts to identify the proper customers. The majority of the unidentifiad
customer check deposite were resolved and credited to the appropriste customer
accommt. However, approximately $133,616.65 of customer deposits Were never
properly identified end credited to the appropriate customer account. These finds
were escheated by Hilliard Lyons to the Commonwealth of Kentucky.

The improper accounting of customer check deposits also adversely affected the
Firm’s ability to: ({} maintzin accurate books and records; (if) prepare sccuxate
customer staternents; (iii)} maintain possession and control of customer fully paid
and excess margin securities; and (iv) properly service customer cash and margin
accountis.

The Firm also did not prepare certain required inter-company, bank, clearing and
depository reconciliations and failed to have adequate procedures to ensure that
mnresolved aged differences related to these reconciliations were accurately
included in its net capiial computstion.

T addition, the Fitm failed to have adegnate procedures to ensure that research
analysts: (i) received specific approval from a designated sopervisor prior to
making public sppearances; (if) ideptified the disclosures provided to media
outlets during public appsarances; and (fii) identified to media outlets the nature
of any financial interests the analysts or their household members had in a subject
company.

The Fimm also failed to have adequate procedures related to its issnance of
ressarch reports, which cansed certain reseatrch reports to: (i) improperly include
indefinite “may” lapguage regarding futore mvestment banking services that the
Firmn expected to provide; (i) omit the required analyst certifications on the front
page; (iii) fail fo specify on the front page the specific page(s) in the research
report on which each certification was found; and (iv) impropesly include the
analyst certification as part of the ipmportant disclosures.




FACTS AND VIOLA CONDUCT

1. Failure to Supervise Adequately the Receipt and Timely Posting of
Customer Deposits and the Related Net Capital, Cnstomer Reserve
Formuls, snd Books and Records Violations

Seotion 15 of the Securities Exchange Act of 1934 ("Exchange Act”) and Rule
15¢3-1 provide the rules related to the calculation of pet cepital by firms.
Pursuant to Exchangs Act Rule 1503-1(c)(@)}iv)}/02, the Fim was required to
properly account for suspense items that were seven business days or older in
calculating its net capital,

Under Exchange Act Rule 15¢3-3, firms are required to enswre that customer
assels are availzble to safisfy customer withdmawa) requests at all times,
Exchange Act Rule 15c3-3{d)(1)/01 requires that firms defermine the quantity of
fully-paid securities and excess margin securities mn its possession or control,
Moreover, under Exchange Act Rule 15¢3-3(b)(2)/03, fimps are prohibited from
delivering or removing securities if doing so would create or increase a deficiency
iz the quantity of securities by class and lssuer required to be in the firmg®
posaession or control, Additionally, pursuant to Item 8 of Exhibit A in Exchange
Rule 15¢3-3, firms are required to property account for credits and debits to
enstomer accounts in making their Customer Reserve Formula computations.

Further, tnder Exchange Act Rule 17a-3(a)(1), firms are required to make and
keep cumrent daily records of all receipts-and disbursements of cash and all other
debits and credits,. NASD Rule 3110 reguires that firms mske and preserve
books, accounts, records, memorands, and comespondence in copformity with
applicable laws, rules, regulations, and statements of policy promulgated
therennder and with the Rules of this Association and as prescribed by Exchange
ActRule 1723,

According to NASD Rule 3010, fimos ave responsible for eswmblishing and
mpinteining & sopervisory system, Including written supervisory procedures
related to the firm’s business,

NASD Rule 2340 requires that firms send an account statement to each customer,
on at least a quarterly basis, conptaining a description of any securities positions,
money balances, or account activity. '

NASD Rule 2110 requires that a member, in the conduct of its business, observe
high standards of commercial homor and just and equitable principles of trade.




A.  Impact on the Fiemn’s Customers

G eposits Were osited Uniimely to the Approprigte Customer
Accownts

Dusing the Relevant Period, the Firm allowed customers introduced to it by PNC
Investments io deposit funds into their accovnts through PNC Bank branches.
The checks and cash given to PNC Investments or PNC Bank personnel wers
deposited into an omnibus bank account maintained by Hilliard Lyons at PNC
Bank (the “Account”™)., During the Relevant Period, the Firm did not bave
adequate policies and procedures to propexly identify deposits into the Account by
PNC Investments an behalf of its customers. As a result, the Firm did not timely
identify the correct customer recipient for certain deposits, which caused the Firm
to experience delays in crediting custamer accounts with the deposited funds. Ina
small number of instances, the Firm failed to credit the deposits to eny customer
account. -

At the end of each business day during the Relevant Period, the comulative total
of funds deposited into the Account at each PNC Bank branch way transferred to
Hilliard Lyons as & total net deposit amoumt. At that time, Hilliard Lyons utilized
2 manual process that occasionally fiilled #o capture identifying customer
nformation with each check deposit. . Because of this deficiency, the Fim was
unable to timely identify every customsr whose check had been deposited into the
Acconnt. Dusing the Relevant Period, Hilliard Lyons received approximately
880,000 customer checks via deposits into the Account. Of these, a total of at
least 8,921 customer checks fotaling $133,776,405 were deposited into the
Account but not timely posted to the appropriate customer accounts, as follows:

- 2,298 oustomer deposits totaling $39,459,751 were posted to the
appropriate customer account between ons to three bosiness days late;

- 3,563 customer deposits totaling $58,183,021 were posted to the
appropriate cugtomer sccount between four to seven bysiness days late; |

- 1,398 customer deposits totaling 318,459,629 were posted to the
appropriate customer accouni between 8 to 12 business days late;

- 674 customer deposits totaling $7,387,703 were posted to the appropriate
customer aceourt between 13 to 17 business days late;

- 486 customer deposits totaling $6,139,688 were posted to the approptiate
customer account between, 18 to 25 business days late;

- 226 customer deposits totaling 51,607,836 were posted to the appropriate
customer account between 26 to 33 business deys late;

- 216 customer deposits totaling $2,337,316 were posted to the appropriate
customer account between 34 to 61 business days late;




- 48 customer deposits totaling $161,345 were posted to the appropriate
customer acconnt between 62 to 83 busipess days late;

- 9 costomer deposits totaling $13,382 were posted to the appropriate
customer account batoreen 94 to 137 buginess days late; and

- 3 eustomer deposits totaling $26,734 were posied to the appropriate
customer account betwreen 265 and 275 business days late.

The Fitm engaged in an ongoing roview process to attempt to identify the correct
customer account into which the wmidentified check deposits shoald have been
posted. When the Firm was not abls to determine the identities of the custorers
whose checks were deposited into the Account within 60 days, the Firm
transferved the funds into the Escheatment Account. Once in the Escheatment
Acceut, the Firm continued to research these unidentified depesits in order to
locate the correct customer accounts to which the funds shonld be credited.

Customer Deposits that the Firm Was Unable to ldentify Properly and Were

ever Posted to the ropriate ar Accounts

The Firm eventually identified the correct customer accounts for nearly all the
fundg that FNC Investments deposited onm behslf of its customers into the
Account. However, the Firm wag tnsble fo determins the proper customer
accounts for approximately $133,816.65 in deposits. The Firm uitimately
escheated $83,616.65 of these funds to the Commnnwea.lth of Kentucky in
accordance with its policy of handling ebandoned property.! The remaining
350,000 represents debits from fhe Eacheatment Account that the Firm was unable
to lﬁcancﬂe with any of its books and records. While the Firm maintaing that the
$50,000 in debits represents fimds that were credited to customer accounts, the
Firm has been unable to provide apy docnmentation evidencing such credits.

Subseguent Remedial Measures 1o dddress Failed or Untimely Customer dccount
Credits

In vegponse to the problems described above, the Finn subsequently refonded ona
voluntaty basis $13,230 to customers who improperly accrued fees, charges or
Josses based upon the Firm’s faihwes to timely identify customer deposits {i.e.,
shares sold incorrectly, margin fees mcorrectly charged, possible losses on initial
sales due to the higher costs assaciated with repurcharing shares at higher per
share prices). The Fimn also vohmtarily reimbursed customers for intersst
associated with the delayed crediting of the subject deposits where the total
interest amount was $10 or more per account, resulting in tote] intersst

! These fimds were not “abandoned™ or *unclaimed” propesty in the traditional senge but rather, becanse the Firm's
procedures wars deficient during the Relavant Period, the Firm muidnot determine the cofrect customter Sccoiut to
- credit certsin deposited funds. ,




reimbursements of $84,447. In addition, the Firm designed and implemented 2
fully-automated system to accept and post deposits into PNC Investments
customer brokerage accounts camried by the Firm.  FINRA took into account the
voluntary remedial steps already performed by Hilliard Lyons to compensate
customers for delays mssociated with the Firm’s failure to timely post certain
deposits in customer accowmts, and to enhance it relevent systems and
procedures,

Based upon the foregoing condnct, the Firm violated NASD Conduct Rule 3010
by failing to have an adequate supervisory system, incleding written supervisory
. procedures and a supervisory control system, to properly and timely identify
customer checks deposited at PNC Bank branches and to ensure that all costomer
check deposits were duly credited to the appropriate costomer accounts. The
foregoing violative condmt also constitutes & violation of NASD Conduct Rule
2110.

B. Impact on the Firm’s Net Capifal and Customer Reserve
Calcnlations and its Books and Records

As a result of the unidentified customer check deposits that were recarded in the
Escheatment Account, the Firm failed to make and keep accurate daily records of
all receipts and disbursements of cash and 2l other debits and credits in its books
and records, including entries to the Escheatment Accoumt The Firm also
understated its net capital charges and incarrectly caloulated its Customer Reserve
Formnla,

In addition, the above-described deficiencies caused the Firm 1o produce
inaccarate month-end customer sccount statements, incorrectly Hauidate certain
customer fully paid securities, and fait to segregate some customer fully paid
securities, which resulted in intra-day possession or control deficits.

Based upon the foregoing conduct, the Firm violated Sections 15 and 17 of the
Exchange Act and Rules 15¢3-1, 15¢3-3 and 17a-3(2)X(1) thereunder, and NASD
Conduet Rules 2340, 3010 and 3110 for its net capital computation errors,
Customer Reserve Formnla caleulation eryors, inaceprasies in its books and
tecords, and inacocurate account statements sent to customers. The foregoing
violative conduct also constitutes a violation of NASD Condoct Rule 2110.

2. Failure to Perform RQ- uired Inter-Company, Bank, Clearing and

Deposi econciliationy and Take Applicable ei_:Ca ital Charpes

Section 15 of the Exchange Act and Rule 15¢3-1{c)(2)(iv) sets forth the
deduetions related to fixed assets and a2ssets which canmot be readily converted
into cash that are required in calculating 2 firm's net worth. Pursnant io Rule




1563-1{c)2)GvI/021, fims are required to compute net overall wmfavorable benl
account, correspondent account, clearing corporation, and securifies depository
reconciliation differences and, if not resoived within a specified nwmber of
businesy days, deduct the aged unfavorable reconcilintion differences from its net
capital position.

The Firm did not have adequate procednres related to its review of inter-company
accounts. The Firm relied on its parent company to perform the inter-company
reconciliations between the Firm and its affiliates. During 2005, the Firm had
nareconciled differences with ity affiliates, including instances where an affiliate
booked a payable but the Firm failed to book the corresponding receivable, and
where the Firm booked a payable but an affiliate failed to book the corresponding
receivable. The Firm also fajled to timely record these aged inter-company
differences in a suspense account md failed to record the applicable net capital

charges,

Tie Firm zlso did not have adeqguate procedures to ensure that it rednced its net
capifal position for aged unfavorable reconciliation differences relative 10 bank
accoumnts with overdraft balances. In addition, the Firmo did not conduct adequate
supervisory reviews of various monih-end reconciliations of Firm and custosier
positions maintained at various depositories and ¢learing organizations.

Accordingly, the Firm violated Sections 15 and 17 of ths Exchange Act and Rules
15¢3-1(c)(2)(iv) and 17a-3(a)(1) thersunder, and NASD Rules 3010 and 3110 by
failivg o prepare cermain inter-company account reconciliations, failing to
properly tecord certain aged nnfavorable reconciliation differences and failing to
condnct supervisory reviews of certzin reconclliaions and accoumis. The
foregoing viclstive conduct also constitutes a violation of NASD Conduct Rule
2110.

3 Failure to deguate Procedures Related to Public Appearances
T am wirsd Disclosures by Research An

NYSE Rule 472(1)* requires that firms establish specific written supervisory
procedures which include provisions that reguire prior approval -of employees’
cormunications activities that incinde interviews with the media, writing books,
conducting seminars or lectore courses, writing newspaper Or magazine articles,
or making radio/TV appearances.

NASD Rule 2711(h){(1)(A) requires thet firms disclose in research reports and
ressarch snalysts disclose i public appearmnces amy fingnoial mterest that

# NYSE Rule 472 has been incorporated by reference into the FINRA Manual. At the time of this violation, there
was no corresponding NASE Rule in effect ]




individual research analysts or firms and their honseholds have in the securities of
the subject company, and the nature of the finapcial interest’ NASD Rule
2711(h)}(9) requires that firms and their research analysts provide any disclosures
in research reports and public appearances that are required by other applicable
laws or regulations, including NASD Rule 2210. NASD Rule 2711(h)(12}
requires that firms maintain records of public appearances by regesrch analysts
sufficient to demonstiats compliance with the applicable disclosure requirements
under paragraph (h) of NASD Rule 2711, WASD Rule 2711(i) requires firms fo
adopt and implement written supervisory procedures reasonably designed to
ensure that the fmnx and their employees corply with the provisions of NASD
Rule 2711,

NASD Rule 2210(d){(1){A) requires that all fitm communications with the public
be basad on principles of fair dealing and good faith, be fair and balanced and
provide a sound basis for evaluating the facts in regard to any particnlar security
or type of security, industry or service. It also prohibits firms from omitting any
material fact or qualifieation if the omission, in light of the context of the material
presented, would caunse the communication to be misleading,

During 2004 and 2005, the Firm's supervisory procedures did not adequately
ensure that jts reseerch snalysts: (i) received specific approval from a designated
supervisor prior o participation in public appearances; (i) always identified the
disclosures provided to the media outlet; end (iii} identified fo the media outlet the
natre of any financial interest in the subject company that they held for
themselves and their household members,

Specifically, the Finm's procedures did not require specific approval for each
public appearance. Instead, the Firm permitted its Director of Research to provide
2 writen blanket spproval for all public appearances by the Firm’s research
analysts. As a result, in at least three instances during the year 2045, research
analysts failed to obtain specific approval from a designated supervisor. Also, in
at least one instance during the same year, a research analyst failed to adequately
identify the disclosures provided to the media outlet, and on at least four
occasions, research analysts failed to identify to the media outlet the nature of any
financial interest in the subject company that they held for themselves and their
household members.

Therefore, the Firm viclated NYSE Rule 472()) and NASD Rules 2210(dX1XA),
2T1I{RXINA), 2711()6), 2711(h)(12) aud 2711(i) by failing to have adequats

? Pursuant to MASD Rule 2210{a}(5), public eppearsnces by 2 fim’s research smalysis are comsidered
communications with the public and, therefors, must adhere to the stendardy gpplicable 1o all comminnications with
the pehblie set forth in NASD Rule 2210(d){1)(A).




procedures to ensore that its research analysts obtained the required approval for
public appearantes and provided proper disclosures during such public
appearances. The foregoing violative conduct also constitutes 2 violation of

NASD Conduct Rule 2114,
4, Failui'e to C ules Governin t C tions and
Required Disclosnres in Research Reporis

NASD Rule 2711(h)(10) states that the disclosures required by paragraph (h) of
NASD Rule 2711 muost be presented on the front page of research reports, or the
front page must reference the page(s) on which the disclosures are found.
Disclosores, and references to disclosures, must be clear, comprehensive and
prominent. NASD Notice to Members 04-18, pgs. 239-242 (March 2004) further
states that sach references to disclosures are yeguired to point to a specific page
mumber or a specific section of the report.

Rule 501(2) of Regulation AC requires that brokers or deslers or covered persons
thatpnbhsh., circulate, orpromdereseamhrqmnspmpamdbymsmmh analysts to
persons in the United States shall include in the research reports clear snd
prominent certifications by the research analysts containing the following: (1} A
statement attesting that all of the views expressed in the research reports
accurately reflect the regearch analysts’ personal views aboul any and all of the -
sulyject securities or issusrs; and (2X1) A sizternent aftesting that no part of the
research analysts’ compensation was, is; or will be, directly or indirectly, related
ta the specific recommendstions or views expressed by the research analysty in
the research reports, or (1) A statement (A) atiesting that part or all of the research
avalysts’ compensation was, is, or will be, directly or indirectly, related to the
specific recoramendations or views expressed by the research analysts in the
research teports; (B) identifying the sources, smounts, and purposes of such
compensation; and (C) farther disclosing that the compensaton could influence
the recommendations or views expressed in the research reports.®

Between January 2005 and June of 2005, the Firm issued cortain research reports
to the public that did not comply with the requirements of Rule 501(a) of
Regulation AC and NASD Rules 2210(d)(1)(A), 2711(X9) and 2711(R)(10) in
ﬂm

£ Two research reports contzined indefinite “may” languagc regarding
fisture investment banking services that the Finm expected to provide.

(i)  Five research reports did not include any avalyst certifications on the front

* Pursuent to NASD Rule 2210(a)(2), research reports issued to the public by members are comsidered
commumications with the public and, tharefore, must adhere to the standards applicable to all communications with
the public se¢ forth in NASD Rule 2210(d)(1)(A).




page.

@}  Five ressarch reports contained front pages that did not specify the page or
pages in the research report on which the analyst certifications were to be
found.

(ivy One research report ﬁcon*ecﬂy incloded the anaiyst certification
mformeation az part of the important disclosures.

Based upon the foregoing, the Firm violated Rule 501(a) of Regulation AC and
NASD Rules 2210(d)(1)(A), 2711()(®), 271 1(1)(10} and 271 EX12) by failing
to ensure that research reports issued to the public contained required disclosures
and analyst certifications, The foregoing violative condnct also constitutes &
violation of NASD Cenduct Rule 2110,

The Firm also consents to the imposition of the following sanctions:

A censure and a fine in the amount of $200,000 any a requirement that the Firm
place #n amount of $133,817 into a segregated account (inferest-bearing) for a
period of five years (the “Retmbursement Period™). The fonds in the segrepated
account st be used to reimburse customers who can reasonably demonstrate
that they made deposits to their Firm accounts at a PNC Bank branch and that the
Firm failed to properly credit the deposits to their accounts. The Firm must
establish a claims process that provides a reasomable opportunity for such
customers to demonstrate that they made deposits that were not credited to their
sccounts.  Any payments to these customers must include all accrned interest
from the date of the initial attempted deposit with the Fian to the date that the
Firm reimburses the customets. During the entire Rsimbursement Period, the
Firm must place & notice on the main page of its website announcing that certain
castomer depogits made at PNC Bank branches during the perod April 21, 1999
throngh December 31, 2005 were not properly credifed to the appropriate
customer accounts. The website notice must also include a toll-free number to be
used by customers who wish to submit claims to the Firm related to the faiture fo
properly credit deposits to their account, along with instructions for customers to
snbmit claims that provide a eascmable opportunity for such customers to seek
rimbursement from the Firm. The Reimbursement Perjod shall commence no
later than 30 days after the Firm receives notice that this AWC has been accepted
by FINRA. Af the end of the Reimbursement Period, the Firm shall regain
possession and control over any remaining funds (including interest eamed on the
fands deposited in the segrepated account) that have not been claimed by
customers,

The Finm aprees to pay the monetary sanction(s) upon notice that this AWC has

been accepted and that such payment(s) are due and payable. The Fimu has
submitted an Blection of Payment form showing the method by which it proposes
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1o pay the fine imposed.

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

‘The sanctions imposed herein shall be effective an a date set by FINRA. staff.
1.
WAIVER OF FPROCEDURAL RIGHTS

The Firm spesifically and voluntarity waives the following rights granted umder FINRA’s Code
of Procedure:

A, Tohave a Complairt issued specifying the allegations against the Firm;

B. To be notified of the Complaint and have the opportumity to amswer the
allegations in writing; '

C. To defend against the allegations in a disciplinary hearing before & bearing panel,
_ to bave a written record of the hearing made and to have a written decision ismued;
and

D.  To appeal any such decision to the National Adjudicatory Couneil ("INAC”} and
then to the U.S. Secorities and Bxchange Commission and a U.5. Court of

Appeals. -

Further, the Firm specifically and vohmtarily waives any right to claim bias or prejudgraent of
the General Counsel, the NAC, or any member of the NAC, in conmection with such person’s or
body*s participation in discussions regarding the terws and conditions of this AWC, or other
consideration of this AWC, including acceptance or rejection of this AWC.

The Firm farther specifically and voluntarily waives any right to claim that a person vielated the
ex parte prohibitions of FINRA Rule 9143 or the separation of functions prohibitions of FINRA
Ruie 9144, 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, meluding its acceptance

or rejection. :

i1




1.

QTEER MATTERS

The Fim updersiands that:

A

Submission of this AWC is voluntary and will not resolve this matter unless and
mmtil it has been reviewed and scoepted by the NAC, 2 Review Subcommittes of
the NAC, ot the Office of Disciplinary Affairs (“ODA”), porsnant to FINRA Rule
9216;

If this AWC is not accepted, its submission will not be used as evidence to prove
any of the allegations agaiust the Finm; and

If accepted:

1.  this AWC will become part of the Firm’s permanent disciplinary recard
and may be copsidered in any fiture actions bronght by FINRA. or any
other regulator againgt the Firm;

2 this AWC will be made available through FINRA's public disclosure
program in response to public inquiries about the Firm's disciplinary
tecord;

3. FINRA may make a public armouncement concerning this agresment and
the subject matter thereof in accordance with FINRA Rule 8313; snd

4. the Finu may not take any action or make or permit to be made any public
statement, inchiding 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. The Firm mey not take any position in any
proceeding brought by or on behalf of FINRA, or to which FINRA iz a
party, that is inconsistent with sny part of this AWC. Nothing in this
provision effects the Firm's right to take Jegal or factual positions in
litigation or othey legal proceedings in which FINRA is not a party.

The Fiom may attach a Corrective Action Statement to this AWC that is a

statement of demonstrable corrective steps taken to prevent futuie misconduct.
The Fimm 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 or its staff. \ -
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The undersigned, on behalf of the Firm, certifies that a person duly authorized to act on its behalf
has read and understands all of the provisions of this AWC and has been given & full opportunity
to ask questions about it; that the Fimn has agreed to its provisions voluntarily; and that no offer,
threat, inducement, or promise of any kind, other than the terms set forth herein and the prospect
of avoiding the issuance of 2 Complaint, has been made to induce the Firm to submit it. -

o/ ;/fﬁ
Date

I.1.B. Hilliard/W.L. Lyons, LLC

2.

es Allen
Chief Executive Officer

G. Tapetzes, Esq.
Counsel for Respondent
K&L Gates LLP

1601 K Stresf, NW
Washington DC 20006-1600
Tel: (202) 778-9328 :
Fax: (202) 778-9100
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Accepted by FINRA:

W\ -0q

Date
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Signed on behalf of the
Director of ODA, by delegated anthority

g%m (L tenn

Suzame Elovic

Chief Counsel

FINR A Department of Enforcement
14 Wall Street, 14™ Floor

New York, New York 10005

Tel: (644) 315 -7361]

Fax: (202) 689-3416




