
FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT

NO. 2012031552601

TO: Department of Enforcement
Financial Industry Regulatory Authority ("FrNRA")

RE: H. Beck, inc. (BD No. 1763),
Respondent

Pursuant to FTNRA Rule 9216 of FINRA's Code of Procedure, H. Beck, lnc. ("H. Beck" or the
"Firm") submits this Letter of Acceptance, Waiver and Consent ('?AWC") for the purpose of
proposing a settlement of the alleged rule violations described below. ll?is AWC is submitted on
the condition that, ifaccepted, FINRA will not bring any future actions against the Firm alleging
violations based on the same factual findings described herein.

i.

ACCEPTANCE AND CONSENT

A. H, Beck hereby accepts and consenB, 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 FrNRA is a party, prior to a hearing and

without an adjudication ofany issue oflaw or fac4 to the entry ofthe following
findings by F??IRA:

BACKGROUND

H. Beck is a full-service brokerage firm that has been a FINRA member since
1954. The Firm maintains its principal place of business in Bethesda, Maryland,
and has approximately 465 registered branch offices and approximately
800 registered persons,

RELEVANT DISCIPLINARY HISTORY

On July 14,201 1, H. Beck entcrcd into an AWC with FINRA in which it agreed,

without admitting or denying the findings, to a censure and a fine of$ I 50,000.

The AWC, in relevant part, charged the Firm with failure to retain email.

OVERVIEW

In the course of two routine examinations of H. Beck, FINRA staff' found certain
deficiencies. First, H. Beck failed to apply sales charge discounts to eligible
purchases ofunit investment trusts (''UITs") and failed to establish a supervisory

system and written supervisory procedures ("WSPs") reasonably designed to



ensure lhat customers received sales charge discounts on all eligible UIT
purchases. Second, i i. Beck failed to establish a Teasonable supervisory system
and WSPs regarding the use of consolidated reports. In addition, certain
registered rcpresentativcs sent inaccurate consolidated reports to customers.
Finally, H. Beck failed to enforce its WSPs requiring non-registered cmployccs
to register with the Finn any outside email accounts used for business-related
communications. As a result of the above, l I. Beck violated NASD Conduct
Rules 21 IO, 2210 and 3010 and FINRA Rule 2010.

FACTS AND VIOLATIVE CONDUCT

I. H. Bcck Failed to Eslabli,h a Reasonable Sunervi?ory System and Written
Sur,ervi,orv Procedures to ldcntifv and Annly ADr,licable UIT Sales (Zh??Bs

Discounts

A UIT is a type of Investment Company that issues securities, typically callcd
"units," representing undivided interests in a relativcly fixcd portfolio of
securitics. UITs arc generally issucd by a sponsor that assemblcs lhc UIT's
Porlrolio ofsecurities, deposits thc securities in a trust, and sells units ofthe UIT
in o public offering. U IT units arc redccmable sccuri?ies ihat arc issued for o
speci Ac term, and cn?itle an investor to receive his or hcr proportionate share of
the UIT's nci assets on redemption or at termination.

UIT sponsors offer investors a variety of ways to reduce the sales charge fees

charged on a purchase. For example, UIT sponsors often ofTcr salcs charge

discounls on UlT purchases that arc funded using redemption or termination
proceeds from another UlT during the initial offering period.

On March 31,2004, FlNRA issued Notice lo Members 04-26, Un# h?u,?m,en,
Trli.W Sa/es, reminding broker-dealers that they should develop and implement
procedures to ensure customers receive appropriate sales charge discounts for
UITs. The Notice further stated that UIT transactions must take place "on the

most advantageous terms available to the customer" and that it is the firm's
responsibilily to "cnsurc that they and their employees understand, inform
customers about, and apply correctly any applicable price breaks available to
customers in connection with UITs."

From October 2008 through September 2013,11. Bcck failed to identify and

apply sales charge discounts io customers with eligible purchases of UITs.
Specifically, 1I. Beck failed to apply sales charge discounts to I,017 eligible UIT
purchases totaling approximatcly $23 million. As it result, customers paid
excessive sales charges of approximately $198,000. 

? Based on the foregoing, 11.

Beck violated NASD Conduct Rule 2110 and FINR.A Rule 2010.2

' H. Beck has paid rcstitulion 10 all nrrected customers.
? NASD Rule 21 10 was superseded by FINRA Rulc 3010 efrecllve December I 5. ?008.
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During lhe same period, 11. Beck failed to establish, maintain and enforce a
supervisory system and WSPs reasonably designed to cnsure customers received
sales charge discounts on all eligible UIT purchases. The Firm relicd primarily on
its registered rcpresentalives to ensure tha? customers received available UIT sales
charge discounts, but failed to appropriately inform and train representatives and
their supervisors ?o identify and apply such sales charge discounts. Based on the
foregoing, H, Beck violatcd NASD Conduct Rules 3010(a) and (b) and 21 10 and
FINRA Rule 2010.

2. H. Bcck Failed to Reasonably Supervise R??istcrcd Rcr?rcscntativcs' Use

of Con,olidalcd Rcnorts

A consolidated report is a document provided ?o customers ?hat combines
information regarding most or all ofa customer's financial holdings, regardless of
where those assets are held, Consolidated reports supplement, but do not replace,

customer account statements required pursuant to NASD Conduct Rule 2340.

in April 2010, FINRA issued Regulatory Notice 10-19, which reminded member
firms thal consolidated reports represent communications with the public and

must therefore be clear, accurate and not misleading. The Notice directed that
firms lhat allow rcpresenlatives to creatc consolidated reports must supervise the

activity. For instance, where the consolidated reports include assets held away
from the firm, the firm must ensure ?hat rcgis?cred represcntalives ?ake rcasonablc

steps to ensure that such assets arc valued accurately.

From July 26,201 1 through May 13,2012, approximately 47 H. Beck registered
representatives disseminated consolidated reports to customers. During lh?t same
period, H. Bcck had no supcrvisory procedures specifically addressing lhe use and

supervision of consolidated reports; therefore, H. Beck did not adequately address

matters ofconcem specific to consolidated reports, such as the verification of
valua?ion information providcd or ensuring that registered representatives  retain
supporting documentation for such valuations. Based on the foregoing, H. Beck
vio?ated NASD Conduct Rules 3010(a) and (b) and 2110 and FTNRA Rule 2010.

Also, a rcvicw of consolidated rcports issued by H. Bcck representatives

from July 26,2011 through May 13,2012 disclosed instances in which
represenlatives sent consolidated reports to customers ?hat were inaccumle,
primarily becausc the representatives manually inpu?ted valuations ofccrtain
illiquid investments. Based on the foregoing, H, Beck violated NASD
Conduct Rule 2210(d)(I) and FINRA Rule 2010.
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3. H. Beck Failed te Enforce Written Sunervisorv Procedures Conccrnin?
Non-reeistcrcd Emnlovcc's Use of Outside Email Accounts

11. Beck's WSPs required lhat non-registered  employees utilize an cmail address
for business-relatcd communications that is rcgistcrcd with the Firm's outside
vendor so thai the emails could be archived. From July 26,201 I through May
13,2012, H. Beck failed to enforce these procedurcs. Specifically. the Firm
allowed somc non.registered employees to use outside email addresses for
busincss-related communications,  but failed ?0 ensure thal those email addresses

were registered with its outside vendor for archiving. Based on the forcgoing, H.
Beck violated NASD Conduct Rule 3010(b) and FBIRA Rule 2010.

B. l i. Beck also conscnts to the imposition of lhe following sanctions:

? a censure and o flnc in thc amount of $425,000.

Respondent agrees to pay the monetary sanction upon notice ?hal this AWC has
been accep?cdand that such payment(s) are due and payable. Respondent has
submiucd an Election of Payment form showing the method by which the Firm
proposes to pay lhc fine imposcd.

Respondent specifically and voluntarily waives any right to claim that it is unable

to pay, now or at any time hereafter, the monetary sanction(s) imposed in this

matlcr.

Thc sanctions imposed herein shall be effective on a datc sct by FINRA staff.

Ii.

WAIVER OF PROCEDURAL RIGHTS

Respondent specifically and voluntarily waives the following riglits granted under FINRA's
Code of Procedure:

A. To have a Complaint issued specifying the allegations against iii

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

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

D. To appeal any such decision to the National Adjudicotory Council ("NAC") and
then to tIle U.S. Securities and Exchange Commission and o U.S. Court of
Appeals.
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Further, Respondent specifically and voluntarily waivcs any right to claim bias or prejudgment
of the Chief Legal Oflicer, the NAC, or any mcmbcr of?he NAC, in connection with such
person's or body's participation in discussions regarding the terms and conditions of ?hi? AWC,
or other consideration of this AWC, including occcptancc or rejection of?his AWC.

Respondent further specifically and voluntarily wolves any right to claim that a person violated
the ex parte prohibitions of FINRA Rule 9143 or the scparation 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 lhis AWC, or other considcmtion of this AWC, including
its acceptanccor rejection.

IIL

OTHER MATTERS

Respondent understands that:

A, Submission ofthis AWC is voluntary and will not resolvc this matter unless and

until it has been reviewed ?nd accepted by the NAC, a Review Subcommitlcc of
thc NAC, or the Office ofDisciplinary Affairs ("ODA"), pursuant to FBJRA Rule

9216;

B, lf this AWC is not accepted, its submission will no? bc used as cvidcncc to prove
any of the allegations against it;

C. If accepted:

I. this AWC will become porn of its permanent disciplinary record and may
be considered in any future aclions brought by l:INRA or any other
regulator against it;

2. this AWC will bc madc available through FiNRA's public disclosure

program in accordance wi?h FINRA Rule 8313.

3. FINRA may make a public announcement concerning this agreement and

the subject mattcrthercofin accordance with FINRA Rule 8313; and

4. Respondent may not takc any action or make or pcrmit 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. Respondent may not take any
position in any proceeding brought by or on behalfof FBIRA or to which
FINRA is a party, that is inconsistent with any part of this AWC. Nothing
in this provision afrects its: (i) testimonial obligations; or (ii) right ?0 take

legal or faclual positions in litigation or other legal proceedings in which
FINRA is not a party; and
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D. Rcspondent may attach a Corrective Aclion Statement to this AWC lhat is a

statement ofdemonslroble corrective steps taken 10 prevent future misconduct.
Respondent understands tho? 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 or legal findings by FINRA, nor does it reflcct the views or
FrNRA or ics staff.

Thc undersigned, on behalfofthe Firm, certifies that a person duly authorized ?o act on its behalf
has read and understand all of the provisions of this AWC and has been given a full opportunity
to ask questions about It; that the Firm has agrced 10 its provisions voluntarily; and ?hat no offer,
threat, inducement, or promise of any kind, other than the terms set forth herein and the prospecl
of avoiding the issuance of a Complaint, has been made ?0 induce the Firm to submit it.

H. Beck, lnc.

3-16-2015 By 
AuicfilmM 

-Date (mm/dd/yyyy) Scott Thorson
Reviewed by: Executive Vicc President and

Chief Opcrating Officer

., bhg 50*LNTILN.ivlly
Olg? Gr?cnberg, Esq.

Couhsel for Respondent
Sutherland Asbill & Brennan, LLP
999 Peachtree Street, NE, Suite 2300
Atlanta, GA 30309-3996
(404) 853-8274; fax (404) 853-8806
Olga.greenberg@sutherland.com
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Accepted by FINRA:

March 30,2Q 15 Signcd on behalf of ?l?b

[)alc Director ofODA, byjlelcgatcd authority

?=1</GJ,=.-.--
DaVfd F. Newman v
Senior Regional Counsel
FINRA Dcpartment of Enforccment
1835 Market Strccl, Suite 19103

Philadelphia, PA 19103

lcl: (215) 665-1180
Fax: (215) 496-0434
E-Mail: david.ncwman141finra.or?
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