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FINANCIAL INDUSTRY REGI]IATORY AUTHORTI'Y
LETIER OF ACCEPTANCE, WAIVER AND CONSENT

NO. 2012030460401

TO. Departmentof Enforcement
Financial Industry Regulatory Authority (?FINRA'D

RE: Colorado Financial Service Corpor?ion, Respondent

Fll\RA Member Firm
CRD No. 104343

Pursuant to FINRA Rule 9216 ofFINRA's Code ofProcedure, Respondent submits this Letter of
Acceptance, Waiver and Consent (*'AWC'D forthepurpose ofproposing a settlement ofthe
alleged rule violations described below. This AWC is submitted on the condition that, if
accepted, FINRA will not bring any future actions against Respondent alleging violations based

on the same factual findings described herein.

I.

ACCEPTANCE AND CONSENT

A. Respondent hereby accepts and consents, without admitting or denying the
findings, and solely for the purposes ofthis 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 ofany issue of law or fact, to the entry of the
following findings by FINRA:

BACKGROUND

Colorado Financial Service Corporation ('?CFSC" or ??the Respondent"), which is
based in Centennial, Colorado, became a FINRA member in December 2000.
Approximately 82 persons are registered with CFSC in thirty six branches. The
firm's primary lines ofbusiness involve investment banking, private placement of
securities, general securities, mutual fund retailing and the sale ofvariable life
insurance or annuities. CFSC has no disciplinary history.

OVERVIEW

CFSC violated NASD Conduct Rule 3010, MSRB Rule G-27 and FINRA Rule
2010 by failing to establish, maintain and enforce supervisory systems and
procedures reasonably designed to ensure compliance with rules pertaining to the
review and supervision of electronic communications and the firm's due diligence
review ofnew private offerings.
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FACTS AND VIOLATIVE CONDUC?

CFSC did not establish, maintain and enforce an adequate system and written
procedures to supervise and review electronic communications for the period
February 2009 to September 2012 in that it, among other things, only manually
reviewed between.1% and 1.5% out of a total ofapproximately 325,900
archived e-mails during the period January 1,2012 to September 1,2012. The
frms written supervisory procedures relating to electronic communications did
not indicate who was responsible for the supervisory review, how the review
would be conducted and documented, and what protocol to follow for escalating
regulatory issues in e-mails.

In addition? between February 2009 and September 2012, the firm did not
establish, maintain and enforce adequate systems and procedures to conduct due
dihgence into private placements and non-traded REITS. The frm's written
supervisory procedures did not describe the steps to be taken or the records to be
created to ensure the fhm met its due diligence obligations.

As a result ofthe foregoing conduct Respondent CFSC violated NASD Conduct
Rule 3010, MSRB Rule G-27 and FINRA Rule 2010.

B. Respondent also consents to the imposition ofthe following sanctions:

A censure and a $10,000 fine ($5,000 ofwhich pertains to the violations of
MSRB Rule G-27).

Respondent agrees to pay the monetary sanction upon notice that this AWC has been
accepted and that such payment is due and payable. Respondent has submitted an
Election ofPayment form showing the method by which it proposes to pay the fine
imposed.

Respondent specifically and voluntarily waives any right to claim that it is unable to pay,
now or at any time hereafter, the monetary sanction imposed in this matter.

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

Ii.

WAIVER OF PROCEDURAL RIGHTS

The Respondent specifically and voluntarily waives the following rights granted under FINRA's
Code ofProcedure:

A. To have a Complaint issued specifying the allegations against it;

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

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

D. To appeal any such decision to the National Adjudicatory Council ('?NAC") and
then to the U.S. Securities and Exchange Commission and a U.S. Court of
AMZ.

Further, the Respondent specifically and voluntarily waives any right to claim bias or
prejudgment ofthe General Counsel, the NAC, or any member ofthe NAC, in connection with
such person's or body's participation in discussions regarding the terms and conditions ofthis
AWC, or other consideration ofthis AWC, including acceptance or rejection ofthis AWC.

The Respondent further specifically and voluntarily waives any right to claim that a person
violated the ex parte prohibitions ofFINRA Rule 9143 or the separation offunctions prohibitions
of F?NRA Rule 9144, in connection with such person's or body's participation in discussions
regarding the terms and conditions ofthis AWC, or other consideration ofthis AWC, including
its acceptance or rejection.

III.

OTHER MATT'ERS

Respondent understands that:

A. Submission ofthis 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 ofDisciplinary Affairs ("ODA"), pursuant to FINRA Rule
9216;

B. Ifthis AWC is not accepted, its submission will not be used as evidence to prove
any ofthe allegations against it; and

C. If accepted:

1. this AWC will become part of the Respondent's permanent disciplinary
record and may be considered in any future actions brought by FINRA or
any other regulator against it;

2. this AWC will be made available through FINRA's public disclosure

program in response to public inquiries about Respondent's disciplinary
record;

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

4. Respondent may not take any action or make or permit to be made any
public statement, including in regulatory ftlings Or otherwise, denying,
directly or indirectly, any finding in this AWCor create the impression
thatthe AWC is without facmal basis. Respondent may not take any
position in any proceeding brought by or on behalf of FINRA, or to which
FINRA is a p?ty, that is inconsistent with any p?t of this AWC Nothing
in this provision afkcta Respondent's: (i) testimonial obligations; or (ii)
Iightto take legal or' factualpositi(ms  in litigation or other legal
prn?p??Hngs in which FINRA is not a pmty.

D. The Respondent may attach a Corrective Action Sta?ment to this AWC that is a
stat?mp.nt of demonstrable corrective steps taken to prevent future misconduct
Respondent 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 ?r legal findings by FINRA? nor does it reflect the views of
FINRAoritsstaff.

The undersigned? on behalf of the Firm, certifies that a person duly authorized to act on its behalf
has read and understands all ofthe provisions ofthis AWC and has been given afull opportunity
to ask questions about it; that Respondent has agr?d 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 a Complaint, has been made to induce Respondent to submit

it
SIAmham 27,2014-
//Dae 0 Colorado Financial Service Corporation

Br. 
C/Uaz, 

Rhl?vT? 

.
Chester Hebert

Reviewed by:

?9/L/iHS--,*71,
W?iam D. Nelson
Counsel forRespondent
Rothgerber Johnson & Lyons LIP
90 South Cascade Avenue, Suite 1100
Colorado Springs, CO 80903
Phone: 719-386-3057
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90 South Cascade Avenue, Suite 1100
Colorado Springs, CO 80903
Phone: 719-386-3057

AcceptedbyfnvRA:

2119'14 Signed 
on behalf of the

Datet Director of ODA, by delegated authority

SJWu 

MXHelen G. Barnhill
Senior Regional Counsel
FINRA Department of Enforcement
4600 S. Syracuse St., Suite 1400
Denver, CO 80237
Phone: 303-446-3111
Fax Number: 303-446-3150
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