FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
Nos. 20070119207, 20090180095

TQ: Depertment of Exforcemont

RE:

Financial Indostzy Regulatery Authority (“FINRA)

Jeffery Allen Fanning, Respendent
Genezal Securities Representative
General Becuritics Principal

CRD No. 1566859

Pursuant to FINRA Rule 9218 of FINRA s Code of Procedure, T submit this Letter of
Acoeptanee, Waiver and Consent ("*AWC"™} for the purpose of proposing & setilement of the
alleged rule violations described below, This AWC is submitted on the condition that, if
gccepied, FINRA will not bring any future actions againat me slleging violstions based on the
same factual findings described hersin.

L
ACCEPTANCE AND CONBENT

I'hereby accept and consent, withon admitting or denying the findings, end solely
for the parpases of this proceeding s any other proceeding brought by or on
behatf of FINRA, or to which FINRA is a paty, prior tp a hearing and without an
adjndication of any issue of law or fict, 1o the entry of the following findings by
FINRA: -

BACKGROUND

Fanning entered the securities industry in 1986 with a FINRA registered broker-
dealer. In May 2004, Parming became regisiered with Liberty Pariners Financinl
Services, LLC ("Liberty Partners™ or the “Fion™), a FINRA regisiered hroker-
dealer, a3 & general seourities representative and & general scourities pincipal.
Botwean March 2005 end May 2009 (the “Relevent Pexjod™), Faming was the
Firm's Chief Compliance Officer and the Financizl Operafitns Principsl.
Feanning was also a principal and co-owner of the Firm.



RELEVANT DISCIPLINARY HISTORY
Fanniog has oo relevant disciplinary history.

During fhe Relevant Period, Fanning was responsible for supervising trading by
Theanas Fullerton {“Fullerton'™), a former registered representstive in the Firm's
Bekerafield, Califomis home office, for excessive trading and unanthorized
transactinns. During that time, Pullerton excessively raded four custorner
accounts and made unautharized purchases of Weshington Mutual, Inc.
(“WAML) on September 23 and Sepiember 24, 2008, for 15 Firm customers.
Faxming failcd to enforce the Firm®s wiiiten procedures for supervising cacessive
trading in the four customer accounts. Fanaing also failed to recognize red flags
and lake appropriate sction to supervise for unauthorized transections by
Fullerton.

Consequently, Panning violated NASD Rules 3010(b) and 2110 and FINRA Rule
2010. —

FACTS AND VIOLATIVE CONDUCT

Daring the Belevant Period, Fanning supervised Fullerton’s acconnt activity from
his Henderson, Nevada and Windsor, Coloado office locations.  According to
Liberty Partners” WSPs, Fanning's responsibilities inciuded supervising the
Bakersfield bonae office: for excessive rading and nnsmtharized iransactiona,

Fullerion’s Miscondinct

Pullerton exoassively traded four customer accounts during the Relevant Period.
The: customers were moderate Hak ivestors with aggressive income or
growth/capital appreciation es their primary invesimenl objectives. Fullerton’s
frequent trading in thess four sustomer accoints resulted in umover mtes
between 6 and 16.7, snd cost-equity ratios between 20 % and 31 %, Fullenten’s
trading in these nccounts was excessive in light of the custamers® invesiment
objectives and risk thresholds,

At 7:38 a.m, PST on September 23, 2008, Fullerton purchased 35,000 shases of
WAMU for 13 accounts owned by 12 Fino customers. The following day, at 7:38

! On June 24, 2010, FINRA's Dffica of Disciplinary Affaiss approved an Acceptance, Waiver and Consent for the
‘Thomas Fullerion marter, Mattey Nos. 200701 19207 and 20090180095, Fulleston agreed (o # bar for churning and
engaging in excessive and qualitstively unsuitable trading in at Jeast five customer secounts. Fullerton also willfuily
violaled Sectian 10(h) of the Securitias Exchadge Act of 1934, Rule 10b-5 thereunder (For the charning vinlasion),
and vialated NASD Rules 2510(2) andd (b), 2314, 2120, 2 10 and 1#4-2310-2 and FINRA Rules 2010 and 2620,




ap. PST on Sepiember 24, 2(K18, Folleton purchased 30,000 shares of WAMU
for 13 accounts owned by 11 Fion customers, In total, Fullerton purchased

T WAMU for 15 custosiers. These customers” WAMLU shares £l to a fraction of
Mrpnmlmemwhﬂ%dednndhukmpﬂyun&pmbm%,ms
only days after the purchases.

The Firm and Fanning comduoted & imited investigation and tevminated Fullerton
for his risoonduet in May 2005.

Fanning's Failire to WWMM)&W@

Fenuing failed to conduct costamer acoount reviews for eacessive tading with a
view towerd preventing micessive trading fn four Fullerton acconnts,

During the Relevant Period, Liberty Partners” WSPs required quartarly reviews of
customer acrounts for excessive treding, The WSPs further stated that sccounts
with tumover mies in excess of aix “exhibit patterns that represent statutory
frand™ and required Fanning to tale: “lonoedistc steps to determine that such
trading activity {s aceepteable to the customers (approved by customer in writing),
and confirms [SIC} 1o the customer*s objectives.” Although Fullexton had four

customers o defermine whether the tnuding matched thefr Bvesiment objectives
o whether Fullerton cotralled their accounts.

mw:wmmhmmlmmdmm{mmw
equity ratios) for sccounts with emaver rates in exceas of four. Although
Fulierton had four costomers with tnmover rates greater than six, Faming
mgl?mdmmimmtommountum formm-equilyuﬁosmdpmﬁt
and lnss

Fanning was also required to send an activity letier if the ascount hed a tumover
rale greater than two or if the account had more than etght trades in one month.
Although Fullerton had four mustomers with tumnaves rates greater than six,
Fanning did not send sctivity letters 1o the oustomers.

T an scoount had & tarnover raie greater than four, Fanning was required to
determine, first, whether the accotnt activity matched the account objectives; nad,
sccond, whether the aceoumt representative confrolled the asccount. The WSPs
further stated that the compliance department or principal should take steps to
stop the trading activity whers & customer is edversely affected by the sicessive
trading. 1f the customers confirmed in wifting that the trading ectivity in the
account was scceptable, then no furiher action was required. Although Fullerton
had four qustoniess with turnover rates greater than six, Fanning did not underiake
this analysis or take thess steps in connection with those customer accounts.




Fanning also failed to respond to sed Bags that Fullerton®™s WAMLU transactions
on September 23 and Scptember 24, 2008 were nnauthorized, Most of Fullerton’s
custoimery lived in Califomia, and i1 was highly unlikely that Futlerton could
make contact with muliple custemens on either dsy prior to 7:38 a.m. PET., Vit
Funning failed to adequately inquire into the suspisious timing of each of these
customer transactions.

NASD Rule 3010{b)(1) states in part that each member shall establish, maintain,
and enforce written progedures to supervise the types of business in which it
engages and to superyise the activities of registered representatives, registered
princioals, snd oiher associated petsons that are reasonably designed to achieve
complisnce with applicable secarities laws and regulations, and with the
applicable NASD and FINRA Rules. ’

Based on the forgning, Fexmiog failed to snforee the Firm's written precedines, in
vinlation of NASD Rnles 3010and 21 10 and FINRA. Rule 20147, ir that during
the Relevant Petiod, Fanning fiiled to determine whether the accoant activity in
Fullerton’s four costomer accounts matched their account abjectives, failed
contact the costomers, mnd fifled to calculnte the sost-equity ratios or snpervise
for Fullerton’s control over his customers® accounts. In addition, Farming failed
to repsonably supervise in that he fafled to take reasoneble ection to detect
unauthorized transastions by Follerton,

In determining approprinte sanction in this matter, FINRA considered that the
Firmn and Fanning provided full restitution to sach of the 15 customers who
pirchased WAMU on Seplember 23 and Septernber 24, 2008,

Between June 2009 and March 2010, Liberty Parters and Fanning pald $65,634
In fall or partial restinstion 1o five complaining customers. Four costomers
received fiill reimbursement while a fifth initlally only received half the value of
his investment.

Then, between July 5, 2012 and Aupust |, 2012, Libesty Partners and Fanmng
provided $139,478.77 restitution to the rensaiuing ten customars who had had not
been yeimbused for the WAMU tmnsactions on September 23, 2008 and
September 24, 2008, At this time, ten additional customers received full
restitution. The customer previously reimbursed half the value of his WAMU
purchese also received the balance of his investment,

¥ For the period January 2008 1 December 14, 2008, this conduct cunsiilues  violation uf NASD Rule 2110, and
for the period December 13, 2008 through June 30, 2009, this conduct constinsies a violation o FINRA Ruls 2010,
bolh of which require that en ssaciated person, in the conduct of ils business, ohserve high standards of commenciat
Tronoe and just and equitsble principles of trade.




In total, the Finm and Fanning paid $205,112.73 ip restitution to 15 customers.

T also consent to the impasition of the following snctions:

3{-day susperssion in primipal capacity; and

= 520,000 fine.

1 agree 10 pay the monetary sanction{s) npon notice that this AWC has been
scoepted and tha: such payment(s] are due and payable, [have sobmined an
Blection of Payment form showing the methord by which I propose to pay the fine
imposed.

1 specifically and volmtarily waive any right to claim that [ am nnable to pay,
now af at any time hereafier, the monetary sanction(s) imposed ih this matter.

1 understand that If | am berred or suspended from associating with eny FINRA
memnber in a rincipal capacity, [ become subject to a statutory disqualificetion as
that term is defined in Arficle IIT, Section 4 of FENRA®s By-Laws, incorporaling
Section }{a}39) of the Securities Exchange Act of 1934, Accordingly, 1 may not
be associrted with sy FINRA member in principal capacity, during the period of
the bar or suspesion (3¢ FINRA Rules 8310 and §311). Furthermore, because 1
am subject 1o a stzhatory disqualification during the principal suspension, if I
remain associated with a member firm in a non-sespended capacity, an
spplication to contine that association may be required.
The senctions imposed herein shell be effective on a date set by FINRA staff.
1 understand that this settlement includes a Snding that { failed to supervise an
individual who violated Section 10¢b) of the Securities Exchange Act of 1934,
Rule 10b-5, and that under Article 1T, Section 4 of FINRA®s By-Laws, this mikes
mesubjectmaamuwrydismlaliﬁﬂnnnmﬁlmpmlomaﬁonwnha
member.

m

WAIVER OF PROCEDURAL RIGHTS

| specifically and volutasily waive the following rights granted under FINRA's Code of

Procedure:
A

Ta have a Complaint issued specifying he allegations against me;

Ta be netified of the Complaint and have the opportunity lo answer the

5



allegations in writing;

C.  Todefend against the alleggtions in a disviplinary hearing before 8 earing panel,
in have a written record of the hearing made and to bave a written decision jasned;
and

n. To appeal sny such decision to the National Adjodicatory Conneil (NAC™) and
then 1o the U.S. Securities and Exchange Commission and a U.S. Count of

Appesls.

Further, I specifically end voluntarily weive any right 1o claim biss o prejndgment of the
General Counsel, the NAC, or any member of the NAC, jn conbeetion with soch person’s or
baxly's participetion in discussions regarding the rerms end conditions of this AWC, or other
consideration of this AWC, imhnﬁngmcpunueormmonafthsAWC

1 farther specificaliy and volumtarily waive any right to claim that a person violated the ex parte
prohibitions of FINRA Rule 9143 or the separation of finctions prohihitions of FINRA Rule
9144, in connection with such person’s or body”s participation in discnssions regarding the terms
and conditions of this AWC, or ather cansideration of this AWC, including its acceptance or
refection,

m
OTHER MATTERS
1 understand that:
A Submission of this AWC is veluntary and will not resolve this metier unless and

until it has been reviewed and accepted by the NAC, 8 Review Subconemittec of
the MAC, or the Office nwamplma:y Affairs {“ODA"), pursuzn? to FINRA Rule

92186;

B. if this AW is not accepted, its submission will not be used as evidence to prove
any of the allegations against me; and

€. Ifaccepad:

1. this AWC will become part of my permanent disciplinary record snd may
be considered in any future actions brought by FINRA, or any other
regulalor egainst me;

2, this AWC will be made avatlsble through FINRA's public disclosure
program in response to public inquirfes about my disciplinary record;




3. FINRA may make a public announcement concemning this agreement and
the subject matter thereof in accordance with FINRA Role 8313; and

4, I may not take any action or make or penrit to be made eny public
, Statament, inchading in regulatory filings or otherwise, denying, directly or

imdirectly, any finding in this AWC or creste the impression that the AWC
is without factual besis. | may not take aty poaition in any proceading
brought bry or o behalf of FINRA, or to which FINRA is  party, that is
inconsistent with any part of tiis AWC, Nathing in this provision affects
my right to teke legal or faciual positions in lilgation or other jegal
proceedings in which FINRA is not a party.

['may attach & Corrective Action Statement to this AWC that is a staternent of

demenstrable cormeclive steps talen to prevent fumure miscomduet [ understand
thnt 1 may not denty the charges or make any statement that is inconsistent with
the AWC in theis Stutement. This Stateraent does not constitute factust or legal
findings by FINRA, nor does it reflect the views of FINRA or its staff.




I cetify that [ have yead and understand all of the provisions of this AWC and have been given a
] spparamity to ask questione about it; that | have agreed to its provisions voluntarily; and that
nuo offer, threat, inducement, or promisc of any ind, other then the ternts set forth herein and the
prospect of avniding the jzsuance of a Complaint, hes been made (o induce me to sabmit it.

a

VorR Bayi . /"‘?Zﬁ-_fi . _/—Z"__-[
Date leffery AHen Fanming ./

Briran Cave, KLP
1200 ¥Mnin Strect, Suite 3500
Kanvas City, Minsouri 64105
(B16) 374-3225
Accepted by FINRA:
Stgned on behall of the
Director of ODA, by delogaled authority
m/:.g)ziz 2 =
Dsle Schroeder
Semior Vice President & Counsel
FINRA — Department of Enforcement
One World Financial Center

200 Liberty Street 12% Floor
MNew York, New York 10281
Susan. Schroeder@finraorg
T - (646) 315-7456

F - (202) 689-3592




