
FINANCIAL INDUSTRY REC.Ul.ATORY AIJ I'HORI'I'Y
LETTER OF ACCEil'ANCE, WAIVER AND CONSENT

NO. 201 2030416501

I'0: Depaili?icnt of Enfoicc,ncnt
Financi:?l lncl?istry Regulatory Alitliorily ("I-INRA' )

RE: Gilfoid Securities, Inc., Respo,idc,it
BD No. 8076

Pursuant to FINRA Rule 92 1 6 of FINI?A's Code of Pi?ccdure. Gill'oi d Securities, inc.,
("Gillord" or the "Firm") subinits this I.ettcr ofAcceptancc, Waivci' and Consent ("AWC") for
tl?e purpose ofproposing a settlement ofthc alleged rulc violatio,is described below. This AWC
is sub,iiitted oii the condition that, if accepted, FINRA will ?iot bri,ig a,iy futuic actions against
Gillord allegi,ig violations basecl on tlie smne Bcttial finditigs desoibcd herein.

1.

ACCEPTANCE AND CONSENT

1. Gilford hereby accepts :,nd consents, witho?it adinitting or denying the findings,
and solely for the purposes ofthis proceeding and any otlicr proceeding brought
by or on behall'of FINRA, or to which FINRA is a party, piior to a hearing and
without an adjudication ofany iss?,e oflaw or fact, to the entry ofthe following
findings by FINRA.

BACKGROUND

Gilford has been a FINRA meinber si,ice January 3,1980. Thc Fir,n has eight
branch offices and 78 registeied represcntativcs. Its principal place ofbusincss is

New York, New York.

RELEVANT DISCIPLINARY HISTORY

Gilford has no relevant disciplinaiy histoiy with the Securities and Exchange
Commission, FlNRA, any otlier self-regulatory organization or any state
sec?,rities regi,lator.

OVERVIEW

During thc period April 2010 thi'ougli March 2012, Gilfoid failed to: (i) make
1?equired disclos??res in research reports; (ii) evide,icc approval of research reports;
(iii) implement written ?pervisory proced?iirs reasonably designed to cnsuic
compliance with NASD Rule 271 I; (iv) establish: maintain and enforce written
supervisory control policies and procedures ( 'WSCPs ) concerning the
supervision ofproducing managers; and (v) implement a reasonably designed
Anti-Money Laundering Compliance Progt'a?n (' AMLCP-). As a result, Gilford



violated NASD Conduct R,ilcs 2210 and 271 1, and FINRA Rules 3310 and 2010

FACTS AND VIOLATIVE CONDUCT

RESEARCH REPORT VIOLATIONS

Failure to Disclose Conflicts of interest

NASD Conduct Rule 271 1(h)(1)(C),cquires disclosure ofany actual, material
conflict of intc, cst of thc research analyst or member of which the rescarch
analyst knows or has a reason to know at the time of publication ofthc research

report, Di,ring the period April 12,2010 through March 19,2012, Gilford
publislied 503 research reports. Each ofthosc rcports failed to disclose that thc
research analyst received compensation consisting ofcommissions on transactions
by the analyst's customers in the securities covered by the analyst. Based on the

foregoing, Gilfoid violated NASD Conduct Rulc 271 1(h)(I)(C) and ?lNRA Rulc
2010.

Failure to Adequately Reference Required Disclosures

NASD Conduct Rule 2711(h)(10) provides that "[t]he disclosures required by this
paragraph (h) must be presented on the front page ofresearch reports or the front
page must refer to thc page on which disclosures arc found. Disclosures and

references to disclosures must bc clear, co,nprehensive and prominent." During
the period April 12,2010 through March 19,2012, the front page of Gilford's
research reports purported to refer to the page of the report on which the
disclosures were found. However, the front pagc references to disclosures were
deficient. In addition, during the period April 12,2010 through March 19, 2012,

Gilford authorized a research analyst to post research related information and
rccominendations from 12 Gilford reseairh reports on his blog without including
eitlier disclosu, es required by NASD Conduct Rule 2711(h) or links to the
research reports containing thc disclosures. Based on the foregoing, Gilford
violated NASD Conduct Rule 271 1(h)(IO) and FINRA Rule 2010.

Failure to Implement Written Supervisory Proccdures

NASD Conduct Ru le 27 l l (i) iequires member firins to implement written
supervisory proccduics reasonably desigiied to cnsurc that the member and its
einployecs coinply with NASD Conduct Rule 271 1(h). During the pcriod April
1 2, 20 I 0 through March 19,2012, Gilford lai led to adequately implement its

supervisory procedures concerning tlie disclosure ofactual, material conflicts of
interest and the disclosure ofor reference to disclosures required by NASD
Conduct Rule 2711(h), resulting iii the violations ofNASD Conduct Rule 2711(h)
described above. Based on the foregoing, Gilibrd violated NASD Conduct Rule
2711(i) and FlNRA Ri,le 2010.
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Faili,rc tc, Evidence Appro?'al (,f Rese;,rch Reports

NASD Condi,ct R,ile 22 I 0(a) , eqt,itcs thi,t a , cgistc,ed principal date and app,'ovc
by sig?iatui-e oi- initial "each adveiliseinent, itei?1 ofsalcs lite, atulc and

itidepetidcntly prc?a,cd icpri,it -I?eloie its ?,se. NASDCo,iduct I?i,Ie 2210(I,)
im poses ce,laiii icco, d-keeping ol, Iigat i ?,Ii?, rc? ui,ing m ciiibe, ? to Iiiaintain all
advcrtise,nents,  sales literature, and independently prepared reprints for a thrcc-

year pcriod, i,icludiiig tl?e iiai,ie ot' tlie ,'cgiste, ed pri,icipal who ai, I,i'oved the

advcrtisc,iicnt, ite,ii of'sales litci:,tu?'c, oi iiidcpendently p, ep:i,?ed repri,it and tlie
dateofthat approval. During the period April 12.2010 through March 19,2012,
thc Fir,?1 publislied 503 resca, cli repoils. '1 he Fir,11 was unable to evide,ice tlie
approval ol'62 ofthese reports, mid unable to provide documc,itation that would
evideiice approval ofthe remaining 441 research reports prior to their
disse,nination. Based on the lb,egoing, (iilloid violated NASD Conduct Rules
2210(b)(I ) and (2) and FINRA Rule 2010.

SUPERVISORY CONTROL VIOLATIONS

NASD Rule 3012(a)(1)(A)-(B) requires, in relevant pa, 1, tliat i?iembers establish,
maintain, and enforce a systcni ofsupcrviso, y control policies and proccd?,res that

test and verify that thc incmbcr's supervisory procedures are reasonably designed

with respect to the activities ofthe member to achieve compliance with applicablc
securities laws and ?egulations, and submit to the member's senior management

no less than annually a report detailing cach mcinber's syste,n ofsupervisory
controls.

NASD Rules 3012(a)(2)(A) and (C) require, in relevant part, a member to cnsurc
that its procedures are reasonably designed to review and supervise the customer
account activity conducted by, ainong others, proditci,ig branch managers, and to

ensure that its procedures a,-e "reasonably designed to provide heightened
s?ipcrvision over the activities ofeacli produci,ig manager who is responsible fi:,r

generating 20% or more ofthc icvc?iue of the business units s?ipervised by the
producing manager's supervisor.

NASD Rule 3012(a)(2)(B)(i) requires, in relevant part, that members establish,
maititain, and enforce procedures that are reasonably designed to review and

monitor all transmittals ol' li,nds or seci,rities i'rum customers to (a) third party
accounts; (b) outside entities: (c) locations other than a customer's primary
residence; and (d) registered tcprese,itatives.

During the period April 2010 through March 2012. Gilford failed to establish,
maintain and enforce WSCPs that were reasonably designed to provide
heightened supervision over the activities offive producing managers who were
responsiblc for generating 20% or more ofthe revenue of the business units
supervised by the producing managers supervisors. ln addition, during the
period April 2010 through March 2012. Gilford failed to notify FlNRA of its
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relia,ice upo?i tlic "I.imitcd Si/e .?Iid Resources" I.xceplion under NASD Rulc
3012(a)(2)(A)(ii) a?id failed to establish. niaintain and etiforce WSCPs that weie
ieaso,ial,ly clesig,iecl ?o e,istire coinpliaiicc with the "Li,iiiled Size and Resotirces"
1.xceptio,1. I]asecl oii Ilie 1'orcgoi,ig. Gillo?'d viol??tcd NASD Cond?lct Rule 3012
??nd FINRA Rule 2010.

AN'1'1-MONEY LAUNDERING COMPLIANCE AND
CUS'I OM.lf,R ll)EN 1 IF1CKI'ION PROGRA M VIOLA I IONS

r:INRA Ruk 3310(b) rcqiiircs that trtc,nbcrs cstablish and implement policies,
procedures, and i,itcrnat coiitrols ieasonably dcsigncd to achieve compliance with
the Bmik Secrecy Act ("BSA") and the imple,nenting regulations thereunder. 31

CFR § I 03. I 22, an itiiplctnenting regulation under the BSA, requires, among
other things, broker-dealers to establish, document and maintain a written
Customer !dcntilicatio,i Progra,n ("CIP'') that includes risk-based procedi,res for
verifying custoi?cr identity, using documcntary, non-documentary  metliods or a

conibination theieof. On March 1,2011, ?inCEN transferred its reg?,lations from
31 CFR Pa,? 103 ?0 31 Cl l? Chapter X. As part oftlie transfer, 31 CFR § 103.122

was,ecodificd at 31 CFR § 1023.220.

Gillbrd's AMLCP cont:,i,,cd p,-ocedures regarding compliance with 31 CFR §

!03.122 and 31 CFR § 1023.220. Ncvcrthclcss, bctween April 2010 and March
2012 Gilford failed to i,nplci?ictit those procedures in that Gilford failed to verify
the identity of 12 new custo?neis opening new accounts, and failed to resolve
si,bstantive discrepaticies discovered when verifying the identifying information
of 1 3 new customers openi,ig new accounts. Based on the foregoing, Gilford
violated FINRA Rules 3310(b) and 2010.

B. Gilford also co,isents to tlic impositioii oftlie following sanctions:

I. A Ceiisure; aiid
2. A Fine in the amount of $ I 25,000.

Gilford agrees to pay the monetary sanction(s) upon notice tliat this AWC has

been acccptcd and that such payment(s) are duc and payable. Gilford has

sub,nittcd mi Election of Payment fotiii sliowing the metliod by which Gilford
proposes to pay tlie line imposed.

Gillord specifically and voli,iitarily waives any right to claim that it is unable to
pay, now o, at any time heieafter. the monetary sanction(s) i,nposcd in this
Inattcr.

The sanctions imposed herein shall be effective on a date set by FINRA staff
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11.

WAIVER OF PROCEDURAL RIG?-ITS

(iilli?id specilically a,icl voluntarily waives the followitig rights granted u,ide, FINRA's Code of
l',oceduic.

A I o hiive a Coiiiplai iii issi,ed speci lying tlie allegatio,is agai,ist Gi lford;

B. To be notified oftlie Co,nplaint and have the opportunity to answc, thc
allegations iii w, itiiig;

C. To defend against thc allegations in a disciplinary hearing before a hcari,ig pancl,

to have a writtcii,ccord oftlic hearing madc a,id to have a written decision issued;

and

D. To appeal any such dccision to thc National Adjudicatory Council ("NAC") and

then to thc U.S. Securities and Excliangc Commission and a U.S. Court of
Appeals.

further, Gilford specifically and voluntarily waives any right to claim bias or prejudgment of the

General Counsel, the NAC, or any inember ofthe NAC, in connection with such person's or
body's participation in discussions regarding the terms and conditions ofthis AWC, or other
consideiation ofthis AWC, including accepta,ice or rejection ofthis AWC.

Gilford further specifically and voluntarily waive any right to claim that a person violated the ex
pa, te prohibitions ofFINRA Rule 9143 orthesepaiation  offunctions proh ibitions of FINRA
Rule 9144, iii connection with sucli persoii's or body's participation in discussions rega,di?ig the

terms and conditions ofthis AWC, or other consideration ofthis AWC, including its acceptance
O, rejection.

11I.

OTHER MATTERS

Gilford undcrstands that:

A Submission of this AWC is voluntary and will not resolve this matter unless and

until it has been irviewed atid accepted by the NAC, a Review Subcommittee of
tl?c NAC, or tlie O?'Iicc oi Disciplhiary Affairs ("ODA"), p?irsuant to FINRA Rule
9216;

B Ifthis AWC is not ?,ccepted, its submission will not be used as evidence to prove
any ofthe allegations against Gilford: and
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, Ifaccei?ted

1. this AWC will become pa,-t ol Gilford's peimanent disciplinary,ecord :,nd

may I,e co,??icle, ecl it, ai,y I?,ti,i'e acli?,,?? b,??,?,glit by l:INRA o, ;,t,y otlier
iegi,I:,tur:,t?ainst Gill?,d.

2. this AWC will I,c i,iade available thioi,??h FINRA's p,,blic disclo?m?
p,-ogN,MIN response to public i,iquiries about Gillbrd's disciplin?iry
record;

3. FINRA may make ?, p?tblic announcement concerning this agree,nent and
the subject matter thereof in accordance witt? FINRA Rule 8313; and

4. Gilfo,d m:?y not t:,ke aiiy action or make or permit to bc made any public
statement, includi,ig iii regulatory filings or otherwise, de,iyi,ig, directly o,
indirectly, any fitidi,ig iii this AWC or create the impression that the AWC
is witho?,t f?,ctual basis. Gilford may not take any position in tiny
proceedi,ig brought by or on behalfof' FINRA, or to whicli ?INRA is a

piirty, tlmt is inconsistent with any part ofthis AWC. Nothing in tl,is
provision affects Gilford s: (i) tcstimonial obligations; or (ii) right to ?ake

legal or factual positions in litigation or otlier legal proceedi,?gs in wliicl,
FINRA is not a party.

D. Gilford rnay attach :, Corrective Action Statement to this AWC that is a state,nent
ol demonstmble corrective steps taken to prevent future misconduct. Gilford
understands that it may not deny the charges or makc any statement that is
inconsistent with the AWC in this Statement. '1'his State,nent does not constitute
factual or legal findings by F?NRA, nor does it reflect the views of FlNRA or its
siair.

The undersigned, on beh:,ll'oi'the Fiim. ceililies that a person duly authorized to act on its behalf
has read and understands all ol'the provisions ofthis AWC and has been given a full opport? ility
to ask questions about it; tl?at Gillbid h?is agreed to its provisions voluntarily; and that no offer,
threat, induce,nent, or promise ofany kind, other than the terms set forth herein and the prospect
of avoiding the issuance ofa Coinplaitit. has been made to induce Gil ford to submit it.

ZIWHO,y
Date (mfn/dd/?'yyy) GIl=FORD SECURITIES INC.

r

BY: YUJ
/ IrC-J
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Acceptcd by ?INRA

April 3,2014 Signed on bchalfof?c
DHie Director of ODA, by delegated authority

c?z?
 

.Satnitel L. Barkin
Senior Regional Counscl
FINRA, District IO
I World Financial Center
200 I.iberty Street
New York, NY 10281-100]
(212) 858-4074
(202) 721-6573 (direct fax)
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--? INCORI'ORATED.MEMB?R I: INRA/Sll'C

February 28, 2014

Samuel L. Barkin
Senior Regional Counsel
FINRA, District 10
1 World Financial Center
200 Liberty Street
New York, NY 10281-1003

Re: AWC No. (Gilford Securities, Inc.)

Respondent's  Statement of Corrective Action

This Corrective Action Statement is submitted by the Respondent. It does not constitute factual or
legal findings by FINRA, nor does it reflect the views of FINRA, or its staff.

To Whom This May Concern

Respondent, Gilford Securities Incorporated ("Gilford" or "Firm") respectfully submits this Statement of
Corrective Action to accompany Gilford's Letter of Acceptance, Waiver and Consent ("AWC"). In

response to certain conduct set forth in the AWC Gilford has taken the following action.

With respect to the Research Report Violations (i) Failure to Disclose Conflicts of Interest NASD Conduct
Rule 2711(h)(1)(C) and (ii) Failure to Implement Written Supervisory Procedures NASD Conduct Rule
2711(i), it should be noted that upon being advised by FINRA of such potential violations the Firm
immediately implemented corrective action by requiring the following additional disclosure on the
Firm's research reports:

"The analysts responsible for preparing research reports are compensated on non-
investment banking activities such os research fees and from transactional trading which

may include commissions on subject company securities. ''

Gilford believes the above prompt corrective action demonstrates the Firm's commitment to make all

necessary improvements operate in a FINRA/SEC compliant manner.

Gilford Securities In .or 10,ated

777 THIRD AVENUE, NEW YORK, NEW YORK 10017
Phone 212.888.6400 800.GILFORD Fax 212.826.9738

www.GilfordSecurities.com




