FINANCIAL INDUSTRY REGULATORY AUTHORITY

OFFICE OF HEARING OFFICERS

Department of Enforcement,
Complainant, DISCIPLINARY PROCEEDING
No. 20090171251-01
V.

ORDER ACCEPTING OFFER OF SETTLEMENT

Robert L. Keys '

{CRD No. 720689), . DATE: FEBRUARY 4,2011

| Respondent. J

INTRODUCTION

Disciplinary Proceeding No. 2009017125101 was filed on August 31, 2010 by the
Depariment of Enforcement of the Financial Industry Regulatory Authority (FINRA)
(Complainant). Respondent Robert L. Keys submitted an Offer of Settlement (Offer) to
Complainant on January 31, 2011. Pursuant to FINRA Rule 9270(e), the Complainant and the:
National Adjudicatory Council (NAC), a Review Subcommittee of the NAC, or the Office of
Disciplinary Aff.:airs {(ODA) have accepted the uncontested Offer. Accordingly, this Order now is
issued pursuant to FINRA Rule 9270(e)(3). The findings, conclusions and sanctions set forth in
this Order are those stated in the Offer as accepted by the Complainant and approved by the
NAC.:

Under the terms of the Offer, Respondent has consented, without admitting or denying
the allegations of the Complaint, and solely for the purposes of this procéeding and any other
proceeding brought by or on behalf bf FINRA, or to which FINRA is a party, to the entry of
findings and violations consistent with the allegations of the Complaint, and to the imposition of

the sanctions set forth below, and fully understands that this Order will become part of
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Respondent’s permanent disciplinary record and may be considered in any future actions brought
‘by FINRA.
BACKGROUND

Respondent entered the securities industry in December 1980 by filing a Form U4 to
become associated with a FINRA member. He passed the Series 7 examination in December
1980, the Sf;ries 24 in September 1981, the Series 63 in January 1983 and the Series 65 in
August 1998. ' '

From on or about December 13, 2000 through March 30, 2009, Respondent was
registered with former FINRA member Private Consulting Group, Inc. (PCG) as a General
Securities Representative and General Securities Principal. Throughout that time period, he was

| also the p-resident and CEO of PCG.

On or about September 16, 2008, Respondent became PCG’s CCO, after the previous
CCO lett therﬁrm. Respondent remained PCG’s CCO through March 30, 2009, when PCG filed
a Form BDW to withdraw from FINRA membership. Respondent terminated from PCG on that
same date. On or about May 29, 2009, FINRA terminated PCG’s registration as requested.

Although Respondent has not been associated with a FINRA member firm since March
30, 2009, he remains subject to FINRAs jurisdiction for purposes of this proceeding, pursuant to
Article V, Section 4 of FINRA’s By-Laws, because;: a) the Complaint was filed within ﬁvo years
after the date upon which he ceased to be associated with a FINRA member; and b) the

~Complaint charged him with misconduct committed while he was associated with a FINRA
member. |

FINDINGS AND CONCLUSIONS

It has been determined that the Offer be accepted and that findings be made as follows:



Material Misrepresentations (Section 10(b} of the Securities Exchange Act of 1934 and Rule
10b-5 ihereunder; NASD Rules 2120 and 2110; FINRA Rules 2020 and 2010)

In December 2008, Respondent recommended that Customer MF invest $1.1 million in é
promissory note (the Note}) issued by Pensacola Beach Land & Development, LLC (PBLD).
Respondent represented to MF that the Note was secured by $1.1 million in United States
Treasury Bonds, CUSIP No. 912828HGB, In fact, no such bonds existed.

Respondent provided wiring instructions to MF in connection with the recommended
‘purchase. Specifically, he directed her to wire funds to the bank account of PBLD’s owner, WK.
From on or about December 8, 2008 through December 9, 2008, MF wired $1.1 million to the
bank account of WK, as directed by Respondent, in order to invest in the Note.

MF’?; purchase of the Note was primarily motivated by her expectation that she would
receive a return on investment of 5% per month, compounded monthly for the first 60 days,
foilowed by 10% per month compounded monthly through the date of full repayment of the
Note.

On or about Decemiaer 26, 2068, PBLD issued the Note and sent it to MF. The Note
stated, “This Note is secured by a first priority pledge of U.S. Treasury Bonds, 912828HGB
(Maturity Date 11/15/2012) and other items as collateral as may be pledged by Borrower...”
Respondent fziled to investigate and discover that no treasury bonds with CUSIP No.
912828HGB existed. Instead, he relied on information he was given during a conference call
initiéted by WK to an unknown individual. During that call, the unknown individual claimed to
be a representative of RF ,a well-known financial mstitution, and both WK and the unknown
individual claimed that RF was the current custodian of the bonds. Respondent took no steps to
investigate whether the unknown individual was in fact an employee of RF.

PBLD never made any interest payments on the Nate and MF lost her entire investment.



By using_ the means and instrumentalities of interstate commerce to recklessly make an
untrue statement of z material fact in connection with the purchase or sale of a security,
Respondent violated Section 10(b) of the Securities Exchange Act of 1934 and Rule 10b-5
thereunder, NASD Rules 2120 and 2110 and FINRA Rules 2020 and 2010.

Material Omissions (Section 10(b) of the Securities Exchange Act of 1934 and Rule 10b-5
thereunder: NASD Rudes 2120 and 2110: FINRA Rules 2020 and 2010}

Purf;uant to an agreement with PBLD, Respondent expected to receive the following
upon PBLIY s receipt of MF’s investment funds: a) $50,000 to Strategic Capital, Inc., a company
wholly owned by Respondent; and b) $50,000 to Infinity Capital & Funding, LLC, 2 company in
which Strategic Capital, Inc. held -a one-third ownership interest.

Strategic Capital received the expected $50,000 after Respondent’s sale of the Note.
Pursuant to a subsequent modification, the $50,000 originally expected to be paid to Infinity
Capital was ultimately paid to Private Wealth Advisors, Inc., a registered investment advisor in
which Respondent held a 70% ownership interest.

At the time that Respondent recommended the purchase of the Note to MF, he did not
disclose the compensation, direct or indirect, that he expected to receive. In fact, the first time
MF discovere& that any commission would be paid in connection with the sale of the Note was -
when she rgceiveq the Note itself, delivered several weeks after she had wired the funds for the
purchase.

Though the Note disclosed that a commission would be paid in connection with the Notg,
it erronebusly stated that $50,000 would be pmd 10 PCG. Further, though the Note accurately
disclosed that an additional $50,000 would be paid to Strategic Capital, it did not disclose the

- fact that Respondent wholly owned Strategic Capital.



By using the means and instrumentalities of interstate commerce to recklessly omit
material facts necessary té make statements made in connection with the purchase or sale of a
security not misleading, Rcspondent violafed Section 10(b) of the Securities Exchange Act of
1934 and Rule 10b-5 thereunder, NASD Rules 2120 and 2110 and FINRA Rules 2020 and 2010.

Supervisory Controls (NASD Rules 3012 and 2110 and FINRA Rule 2010)

As the president, CEO and CCO of PCG, Respondent was responsible for establishing,
maintaining and enforcing PCG’s supervisory control policies and procedures. Among the
requirements of an adequate supervisory control system is the requirement that each producing
manager’s customer account activity be reviewed and supervised by a pérson who is either senior
to or otherwise independent of the producing manager.

From September 2008 throﬁgh March 25, 2{)09, Respondent was a producing manager in
that he engaged in customer account activity while serving as the president, CEO and CCO of
PCG.

Respondenf failed to implement reasonable supervisory controls ai PCG. Specifically,
frorﬁ on or about September 16, 2008 through March 25, 2009, Respondent failed to ensure that
an‘ indivi.dual at PCG who was senior to or otherwise independent of himself supervised his
customer account activity.

By failing to ensure that his customer account activity was reviewed and supervised by an
appropriate individual at PCG, Respondent violated NASD Ruies 3012 and 2110 and FINRA

Rule 2010.

Based on these considerations, the sanctions hereby imposed by the acceptance of the

Offer are in the public interest, are sufficiently remedial to deter Respondent from any future



misconduct, and represent a proper discharge by FINRA of its regulator} responsibility under the
Securities Exchénge Act of 1934.
SANCTIONS
It is ordered that Respondent be barred from association with all FINRA members in all
capacities.
Pursuant to FINRA Rule 8313(e), a bar or expulsion shall become effective upon

approval or acceptance of this Order.

SO ORDERED.

FINRA

Signed on behalf of the
Director of ODA, by delegated authority

A

Johy 8. Han

nior Region4l Counsel
FINRA Department of Enforcement
One Montgomery Street
Suite 2100
San Francisco, California 94104
{(415) 217-1124; Fax: (415) 217-1201
john.ban@finra.org -




