TO:

FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
NO. 2011026683401

Department of Enforcement
Financial Industry Regulatory Authority {(“FINRA™)

Thomas B. Hammond, Respondent
Former Registered Representative
CRD No. 2389080

Pursuant to FINRA Rule 9216 of FINRA’s Code of Procedure, I submit this Letter of
Acceptance, Waiver and Consent (“AWC”) for the purpose of proposing a settlement of the
alleged rule violations described below. This AWC is submitted on the condition that, if
accepted, FINRA will not bring any fiture actions against me alleging violations based on the
same factual findings described herein.

I
ACCEPTANCE AND CONSENT

T hereby accept and consent, 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, prior to a hearing and without an
adjudication of any issue of law or fact, to the entry of the following findings by
FINRA:

BACKGROUND

Thomas B. Hammond was registered with FINRA between February 1993 and
March 2011 through three different firms. Most recently, Hammond was
registered as an Investment Company and Variable Contracts Products
Representative (Series 6 license) and Securities Agent (Series 63 license), through
Ameritas Investment Corp. (“Ameritas”) from June 30, 2006 to March 3, 2011.

While associated with Ameritas, Hammond was also'a California-licensed
insurance agent. In addition, he ran a non-investment related consulting business
called Thomas B. Hammond: Personal & Business Benefit Planning, through -
which he advised clients on personal and business benefit planning, business
valuation and succession planning.

On March 3, 2011, Ameritas terminated Hammond for failing to timely disclose



his receipt of a search warrant on February 23, 2011 relating to his possible
conversion of funds. Hammond is not currently registered with a FINRA member

firm.

RELEVANT DISCIPLINARY HISTORY

On January 3, 2012, Hammond entered into a plea agreement with the
United States Attorney’s Office for the Eastern District of California for
the conduct underlying this AWC. As part of the plea agreement,
Hammond admitted to stealing and converting to his own use money that
belonged to 14 people who were his customers at Ameritas and/or
customers of his consulting business, in violation of 18 U.S.C. § 664.
Hammond also agreed to pay restitution to his customers totaling
$546,652.29.

FACTS AND VIOLATIVE CONDUCT

Hammond Stole from Customers

Between December 2010 and February 2011, Hammond stole at least
$546,650 from 14 people who were his customers at Ameritas and/or
customers of his consulting business. At least $492,250 of this amount
was taken from 12 people who were Hammond’s customers at Ameritas.
Hammond approached these customers and solicited investmentsin a
“private portfolio” that would earn a steady interest rate in excess of their
current investments.

Based on Hammond’s representations, his customers wrote checks and
wired money to Hammond for the purpose of investing in the “private
portfolio”. Hammond deposited the money that his customers gave himto -
invest in the “private portfolio” in a bank account that he controlled.
Hammond then withdrew the money and used it for his personal expenses.

When his customers inquired about the state or performance of their
investments, Hammond sometimes provided bogus updates of their
investments, either orally or throngh false one-page account summaries.
When asked by one customer to cash out a $58,000 investment in the
“private portfolio,” Hammond told the customer it would take seven days
for the money to be available. A week later, Hammond returned $48,000
to that client; however, rather than coming from the “private portfolie,”
the money used was fraudulently obtained from another customer.

Violations



FINRA Rule 2010 requires that associated persons, in the conduct of their
business, shall observe high standards of commercial honor and just and
equitable principles of trade. Converting customer funds is inconsistent
with just and equitable principles of trade. This applies to conversion of
funds from all persons with whom a registered representative has a
business relationship, even if the business relationship is not directly
connected to the brokerage industry. By soliciting both his brokerage
customers and customers of his consulting business to invest funds in a
fictitious “private portfolio,” then converting those funds for his own use,
Hammond violated FINRA Rule 2010.

B. I also consent to the imposition of a bar from associating with any FINRA broker-
dealér in any capacity.

I understand that if T am barred or suspended from associating with any FINRA
member, I become subject to a statutory disqualification as that term is defined in
Article III, Section 4 of FINRA’s By-Laws, incorporating Section 3(a)(39} of the
Securities Exchange Act of 1934. Accordingly, I may not be associated with any
FINRA member in any capacity, including clerical or ministerial functions, during
the period of the bar or suspension (see FINRA Rules 8310 and 8311).

Pursuant to FINRA Rule 8313(e), a bar or expulsion shall become effective upon
approval or acceptance of this AWC.

H.
WAIVER OF PROCEDURAL RIGHTS

I specifically and voluntarily waive the following rights granted under FINRA’s Code of
Procedure:

A To have a Complaint issued specifying the allegations against me;

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

C. To defend against the allegations in a disciplinary hearing before a hearing panel,
to have a written record of the hearing made and to have a written decision issued;

and

D. To appeal any such decision to the National Adjudicatory Council (“WAC”) and
then to the U.S. Securities and Exchange Commission and a U.S. Court of
Appeals.



Further, I specifically and voluntarily waive any right to claim bias or prejudgment of the
General Counsel, the NAC, or any member of the NAC, 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, including acceptance or rejection of this AWC.

I further specifically and voluntarily waive any right to claim that a person violated the ex parte
prohibitions of FINRA Rule 9143 or the separation of functions prohibitions of FINRA Rule
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, including its acceptance or
rejection.

1IN
QOTHER MATTERS
I understand that:
A Submission of this AWC is voluntary and will not resolve this matter unless and

until it has been reviewed and accepted by the NAC, a Review Subcommittee of
the NAC, or the Office of Disciplinary Affairs (“ODA”), pursuant to FINRA Rule
9216;

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

C. If accepted:

1. this AWC will become part of my permanent disciplinary record and may
be considered in any future actions brought by FINRA or any other
regulator against me;

2. this AWC will be made available through FINRA's public disclosure
program in response to public inquiries about my disciplinary record;

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

4. I may not take any action or make or permit to be made any public
statement, including 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. I may not take any position in any proceeding
brought by or on behalf of FINRA, or to which FINRA is a party, that is



inconsistent with any part of this AWC. Nothing in this provision affects
my right to take legal or factual positions in litigation or other legal
proceedings in which FINRA is not a party.

I certify that T have read and understand all of the provisions of this AWC and have been given a
full opportunity to ask questions about it; that I have agreed to its provisions voluntarily; and that
no offer, threat, inducement, or promise of ind, other than the terms set forth herein and the

prospect of avoiding the issuance of a Compjdint, has ade 10 induce me to sub o
w'f/ (7[5O0t 2— : St ed e,

Date (ﬁlmfd VYYY) Thomas B. Hammond, Respondent

Reviewed by:

Matthew Jacobs, Esq.
Counsel for Respondent
DLA Piper LLP

400 Capitol Mall, Suite 2400
Sacramento, CA 95814

Accepted by FINRA!

7 y 2 Signed on behalf of the
te Director of ODA, by delegated authority

homas B. Lawson
Vice President and Chief Counsel
FINRA Department of Enforcement
1801 K St. NW, Suite 800
Washington, DC 20006



