FINANCIAL INDUSTRY REGULATORY AUTHORITY
OFFICE OF HEARING OFFICERS

Department of Enforcement,

Complainant,

V. DISCIPLINARY PROCEEDING

No. 2014038847602
Kevin Richard Graetz (CRD No. 1935982),

Respondent.

COMPLAINT
The Department of Enforcement alleges:
SUMMARY

1. From February 2007 through November 2013, while registered with FINRA
member firms, Kevin Richard Graetz was subject to, at various times, thirteen federal and state
tax liens, totaling over $1 million. Graetz failed to timely update his Uniform Application for
Securities Industry Registration or Transfer (Form U4) to disclose the tax liens within FINRA’s
30-day reporting deadline.

2. At least as early as June 2013, Graetz’s failure to disclose the tax liens was willful
in that he knew that he owed significant unpaid taxes and that he was subject to unsatisfied tax
liens, but he nevertheless did not update his Form U4 to disclose those liens.

3. In February 2013, while he was subject to various unsatisfied tax liens, Graetz
filed an initial Form U4 to register with FINRA member Paulson Investment Co, Inc.
(“Paulson™). Graetz’s February 2013 Form U4 inaccurately and misleadingly indicated that

Graetz was not subject to any unsatisfied tax liens, when in fact he was subject to at least ten



unsatisfied tax liens at that time. Thereafter, amendments were filed to Graetz’s Form U4 in
February 2013, January 2014, and February 2014, which also inaccurately and misleadingly
indicated that Graetz was not subject to any unsatisfied tax liens.

4, Graetz’s willful failure to timely disclose on his Form U4 his numerous
unsatisfied liens violated Article V, Section 2(c) of the FINRA Bylaws of the Corporation and

FINRA Rules 1122 and 2010.

RESPONDENT AND JURISDICTION

5. Graetz first became registered with a FINRA member in June 1988 as a General
Securities Representative (Series 7). After being associated with several different member firms,
Graetz became associated with Paulson in February 2013. Graetz currently is and has been
registered and associated with Paulson since February 2013.

FACTUAL ALLEGATIONS

6. In January 2003, Graetz completed a Form U4 to become associated with FINRA
member firm Maxim Group LLC. At that time, and during all other times relevant to this
Complaint, a Form U4 included the question, “Do you have any unsatisfied judgments or liens
against you?” In response to this question, Graetz reported that he was not subject to any
unsatisfied judgments or liens.

7. After submitting his January 2003 Form U4 to become associated with Maxim
Group, Graetz became the subject of at least ten federal and state tax liens recorded against him
between February 2007 and January 2013, as follows:

a. On February 28, 2007, the IRS recorded a federal tax lien against Graetz in the

amount of $43,352.74.



b. On February 23, 2009, the IRS recorded a federal tax lien against Graetz in the
amount of $16,546.36.

c. On August 6, 2009, the IRS recorded a federal tax lien against Graetz in the
amount of $179,234.06.

d. Also, on August 6, 2009, the IRS recorded a federal tax lien against Graetz in the

amount of $206,490.15.

€. On September 2, 2009, the IRS recorded a federal tax lien against Graetz in the
amount of $370,539.54.
f. On September 10, 2010, the IRS recorded a federal tax lien against Graetz in the

amount of $206,741.30.
g On September 14, 2010, the IRS recorded a federal tax lien against Graetz in the
amount of $5,131.

h. Also, on September 14, 2010, the IRS recorded a federal tax lien against Graetz in

the amount of $55,728.54.
i On July 14, 2011, the IRS recorded a federal tax lien against Graetz in the amount
of $95,863.
J- On January 18, 2013, the State of Connecticut recorded a tax lien against Graetz
in the amount of $25,938.
8. Graetz received notice of each of the state and federal tax liens entered against

him between February 2007 and January 2013 by mail sent to his CRD address of record at the
time each lien was recorded.
9. Graetz did not disclose any of the liens that were entered against him between

February 2007 and January 2013 within 30 days after he received notice that they had been filed



against him.

10. In February 2013, Graetz filed his initial Form U4 to become registered with
Paulson. At the time, Graetz was subject to at least ten unsatisfied state and federal tax liens that
had been filed against him. Nevertheless, the February 2013 Form U4 inaccurately and
misleadingly indicates that Graetz was not subject to any unsatisfied liens.

11. In February 2013, while he was registered with Paulson, an amendment was filed
to Graetz’s Form U4 adding state registrations. The February 2013 amendment inaccurately and
misleadingly indicates that Graetz was not subject to any tax liens, when in fact he was subject to
at least ten unsatisfied state and federal tax liens at that time.

12. In June 2013, Paulson received a Notice of Levy from the IRS related to several
unsatisfied federal tax liens that had been recorded against Graetz. Graetz received notice of the
Notice of Levy via mail to his CRD address of record at the time. Also, on or about June 25,
2013, Paulson notified Graetz that it had received a Notice of Levy from the IRS.

13. In August 2013, in connection with his attempt to obtain financing for the
purchase of a new car, Graetz received an email, dated August 15, 2013, from a car dealership
with the subject “Tax Lien Info.” In the August 15, 2013 email, the car dealership representative
wrote to Graetz, “... Mercedes Benz Financial Services is looking for the formal repayment
agreement for the tax liens. I understand that you have not ironed out the details with the
government. In light of that, we can see if a letter from your accountant detailing the progress
and anticipated resolution for the liens will work....” Graetz forwarded the email from the car
dealership to his accountant with a request to call the car dealership.

14. On September 23, 2013, Graetz received an email from his accountant with the

subject “Tax Lien.” In the September 23, 2013 email, Graetz’s accountant wrote to Graetz, “In



response to your question about the 2011 tax lien, the IRS files liens as a matter of procedure for
any unpaid tax balances, particularly if there is large cumulative balance due for the individual
taxpayer. That lien is put in place to protect their collection position in future periods if the
liability is not satisfied. No further collection activity should result from the filing of that lien as
long as we continue to make progress....”

15. After Graetz was registered with Paulson, he became subject to three additional
state and federal tax liens, as follows:

a. On September 10, 2013, the IRS recorded a federal tax lien against Graetz in the
amount of $52,750.62.

b. On November 7, 2013, the IRS recorded a federal tax lien against Graetz in the
amount of $146,984.78 (the “First November 2013 Lien”).

c. On November 13, 2013, the State of New York filed a tax lien against Graetz in
the amount of $3,841.28 (the “Second November 2013 Lien”). This lien was
satisfied on or about February 13, 2014.

16. Graetz received notice of each of the state and federal tax liens entered against
him between September 2013 and November 2013 by mail sent to his CRD address of record at
the time each lien was recorded.

17. When the First November 2013 Lien and Second November 2013 Lien were
recorded against him, Graetz was subscribed to a credit reporting service, FreeCreditReport.com,
and received “Alerts” via email that “public filings” had been recorded against him.

18. Graetz failed to timely amend his Form U4 to disclose the state and federal tax
liens that were filed against him between September 2013 and November 2013.

19. In November 2013, Paulson received a second Notice of Levy from the IRS



regarding several of the unsatisfied federal tax liens that had been filed against Graetz. Graetz
received notice of the Notice of Levy via mail to his CRD address of record at the time.
Additionally, Paulson notified Graetz that it had received a second Notice of Levy from the IRS
regarding Graetz’s federal tax liens.

20. In January 2014 and February 2014, three amendments were filed to Graetz’s
Form U4, all of which inaccurately and misleadingly indicated that Graetz was not subject to any
unsatisfied tax liens, when in fact he was subject to at least twelve unsatisfied liens.

21. After June 2013, Graetz willfully failed to timely update his Form U4 to disclose
the federal or state tax liens that had been filed against him, until May 28, 2014.

22, Graetz updated his Form U4 to disclose his unsatisfied liens in May 2014, only
after FINRA uncovered Graetz’s tax liens during a cycle examination of his firm.

FIRST CAUSE OF ACTION

Willful Failure to Timely Update Form U4
(Article V, Section 2(c) of the FINRA By-Laws of the Corporation
and FINRA Rules 1122 and 2010)

23. Enforcement realleges and incorporates by reference Paragraphs 1-22 above.

24, Article V, Section 2 of the FINRA By-Laws of the Corporation requires that
associated persons who apply for registration must provide “such . . . reasonable information
with respect to the applicant as [FINRA] may require” and further that such applications “shall
be kept current at all times by supplementary amendment . . . filed . . . not later than 30 days after
learning of the facts or circumstances giving rise to the amendment.”

25. FINRA Rule 1122 prohibits associated persons from filing or failing to correct
registration information that is incomplete or inaccurate so as to be misleading.

26. FINRA Rule 2010 requires associated persons to observe high standards of

commercial honor and just and equitable principles of trade.



27. Question 14M of the Form U4 asks, “Do you have any unsatisfied judgments or
liens against you?” If an affirmative answer is given to Question 14M, the associated person is
required to provide details about the lien or judgment.

28. In February 2013, Graetz filed an inaccurate and misleading Form U4 that failed
to disclose numerous, unsatisfied state and federal tax liens that had been entered against him.

29. Specifically, in early February 2013, when he filed an initial Form U4 to register
with Paulson, Graetz failed to disclose ten unsatisfied federal and state tax liens that had been
entered against him between February 2007 and January 2013.

30. After he became was associated with Paulson, Graetz failed to amend his Form
U4 to disclose any of the tax liens that had been filed against him, until May 2014. In addition,
amendments were filed to Graetz’s Form U4 in February 2013, January 2014, and February
2014, that inaccurately and misleadingly indicated that Graetz was not subject to any unsatisfied
tax liens, when in fact, he was subject to at least ten and as many as twelve unsatisfied state and
federal tax liens, totaling over $1 million, when he filed these Form U4 Amendments.

31. At least as early as June 2013, Graetz willfully failed to timely update his Form
U4 to disclose that he was subject to, at various times, between ten to twelve unsatisfied state
and federal tax liens, totaling over $1 million, despite knowing that tax liens had been filed
against him and knowing his obligation to disclose liens on his Form U4.

32. By filing inaccurate and misleading Form U4 and Form U4 Amendments and/or
willfully failing to amend his Form U4 in a timely manner to disclose the unsatisfied tax liens
that had been entered against him between February 2007 and November 2013, Graetz violated
Article V, Section 2(c) of the FINRA By-Laws of the Corporation and FINRA Rules 1122 and

2010.



RELIEF REQUESTED

WHEREFORE, the Department respectfully requests that the Panel:

A. Make findings of fact and conclusions of law that Respondent committed the
violations charged and alleged herein;

B. Order that one or more of the sanctions provided under FINRA Rule 8310(a),
including monetary sanctions, be imposed;

C. Order that Respondent bear such costs of proceeding as are deemed fair and
appropriate under the circumstances in accordance with FINRA Rule 8330; and

D. Make specific findings that Respondent’s conduct, as alleged in the First Cause of
Action, was willful; the omitted information was material; and the omission to state material

facts was on a Form U4 application.

Dated: g&g(' (S, 2016 FINRA DEPARTMENT OF ENFORCEMENT
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Serpor Regionalf Counsel
FIIRA Department of Enforcement
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Denver, Colorado 80237

Phone: (303) 446-3177

Facsimile: (303) 620-9450

E-Mail: brody.weichbrodt(@finra.org

Christopher Perrin

Regional Chief Counsel
FINRA Department of Enforcement
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San Francisco, California 94104
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