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Department of Enforcement, Disciplinary Proceeding
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V.

ORDER ACCEPTING OFFER OF
John J. Gorman, IV (CRD No. 1070636), SETTLEMENT

Respondent. Date: June 26, 2017

INTRODUCTION

Disciplinary Proceeding No. 2014040771903 was filed on January 20, 2017, by the

Department of Enforcement of the Financial Industry Regulatory Authority (FINRA)

(Complainant). Respondent John J. Gorman, IV submitted an Offer of Settlement (Offer) to

Complainant dated June 22,2017. Pursuant to FINRA Rule 9270(e), the Complainant and the

National Adjudicatory Council (NAC), a Review Subcommittee ofthe NAC, or the Office of

Disciplinary Affairs (ODA) have accepted the uncontested Offer. Accordingly, this Order now

is issued pursuant to FINRA Rule 9270(e)(3). The findings, conclusions and sanctions set forth

in this Order are those stated in the Offer as accepted by the Complainant and approved by the

NAC.

Under the terms of the Offer, Respondent has consented, without admitting or denying

the allegations ofthe Complaint (as amended by the Offer of Settlement), and solely for the

purposes ofthis proceeding and any other proceeding brought by or onbehalfofFINRA, or to

which FINRA is a party, to the entry of findings and violations consistent with the allegations of



the Complaint (as amended by the Offer of Settlement), and to the imposition of the sanctions set

forth below, and fully understands that this Order will become part of Respondent' s permanent

disciplinary record and may be considered in any future actions brought by FINRA.

BACKGROUND

i. Gorman first entered the securities induslry in 1988 as a General Securities

Representative.

2. From April 18, 1995 to August 7,2013, Gorman was registered with F]NRA

through an association with former member firm Tejas Securities Group, Inc.

-,. While at Tejas, Gorman was registered with FINRA, as a General Securities

Representative, General Securities Principal, Investment Banking Representative and Operations

Professional.

-r. Gorman became associated with Odeon Capital Group, LLC on February 20,

2015, where he remained until June 19,2015.

.,. Gorman' s fmal period of association with a FINRA member firm, LPS Partners,

Inc., began on August 10,2015 and ended with his voluntary termination on December 1,2015.

v. While associated with LPS Partners, Inc., Gorman was registered with FINRA, as

a General Securities Representative and General Securities Principal.

,. Gorman has not been associated with a FINRA member since December 1, 2015.

?. Gorman has prior disciplinary history.

.. On July 2,2004, Gorman entered into an AWC with FINRA. Tejas, acting

through Gorman in connection with debt securities transactions, failed to establish, maintain and

enforce a supervisory system and written supervisory procedures reasonably designed to achieve

compliance with TRACE Trade Reporting Rules in violation ofNASD Rules 3010 and 6230.
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Gorman was censured and fined $5,000, which was imposedjointly and severally with Tejas.

10. On January 12, 1988, Gorman entered into an AWC with FINRA. Gorman was

censured and fmed $5,000 for violating NASD Article III, Section 1 ofthe Rules of Fair Practice

for depositing checks into his margin account at his employer-member which were returned due

to insufficient funds.

FINDINGS AND CONCLUSIONS

It has been determined that the Offer be accepted and that findings be made as follows:

11. While registered with FINRA through a member firm, Respondent John J.

Gorman, IV willfully failed to timely amend his Uniform Application for Securities Registration

("Form U4") to disclose a $723,477 federal tax lien filed against him on or about January 27,

2014. By engaging in such misconduct, Gorman acted in willful violation of Article V, Section

2(c) ofthe FINRA By-Laws, FINRA Rule 1122, and FINRA Rule 2010, as alleged in the First

Cause of Action.

12. Additionally, Gorman violated FINRA Rules 8210 and 2010 when he failed to

respond timely to FINRA Staff?s request for information and documents pursuant to FINRA

Rule 8210, as alleged in the Second Cause ofAction.

FIRST CAUSE OF ACTION

Willful Failure to Timely Amend Form U4 to Disclose Federal Tax Lien
(Article V, Section 2(c) ofthe FINRA By-Laws and FINRA Rules 1122 and 2010)

13. Article V, Section 2(c) of the FINRA By-Laws requires that registrations filed

with FINR.A be kept current at all times and that amendments must be filed with FINRA "not

later than 30 days after learning ofthe facts or circumstances giving rise to the amendment."
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14. FINRA Rule 1122 provides, ?No member or person associated with a member

shall file with FINRA information with respect to membership or registration which is

incomplete or inaccurate so as to be misleading, or which could in any way tend to mislead, or

fail to correct such filing after notice thereof"

15. FINRA Rule 2010 requires the observance ofhigh standards ofcommercial honor

and just and equitable principles of trade.

16. At all times relevant to this Complaint, Question 14M ofthe Form U4 asked: ?'Do

you have any unsatisfiedjudgments or liens against you?" Ifthe answer is yes, the registered

person is required to provide details about the judgment or lien.

17. On or about January 17,2014, the IRS prepared a Notice of Federal Tax Lien

against Gorman in the amount of $723,477 (the "2014 Federal Tax Lien'').

18. On or about January 17,2014, Gorman became aware that the IRS placed a lien

on his assets.

19. On or about January 27, 2014, the IRS recorded the 2014 Federal Tax Lien

against Gorman. Pursuant to 26 U.S.C. § 6320(a)(1) and (2), the IRS was required by statute to

serve notice ofthe lien on the debtor, Gorman, within five business days.

20. On or about January 28,2014, the IRS issued a notice of lien filing and right to

Collection Due Process hearing to Gorman.

21. On or about March 6, 2014, Gorman requested a Collection Due Process hearing

to dispute the lien. Gorman' s position was that the lien overstated the amount of his purported

liability.

22. On or about January 13, 2015, Gorman received a notice from the IRS informing

him that the total amount owed on the lien filed against his property was $291,929.96.
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23. Gorman satisfied the 2014 Federal Tax Lien on or about March 24, 2015, and it

was released on March 25,2015.

24. While the 2014 Federal Tax Lien remained unsatisfied, Gorman completed his

initial Form U4 with Odeon on February 20, 2015. At that time, he answered no to Question

14M concerning whether he had any unsatisfied liens.

25. Gorman did not amend his Form U4 to disclose the 2014 Federal Tax Lien until

March 25,2015.

26. The 2014 Federal Tax Lien constituted material information that Gorman was

obligated to disclose on his Form U4 in a timely manner.

27. Gorman was aware ofthe existence ofthe 2014 Federal Tax Lien. He failed to

disclose it in a timely manner and, therefore, his misconduct was willful.

28. Based on the foregoing, Gorman willfully failed to timely amend his Form U4 to

disclose the 2014 Federal Tax Lien in violation ofArticle V, Section 2(c) ofthe FINRA By-

Laws, FINRA Rule 1122 and FINRA Rule 2010.

SECOND CAUSE OF ACTION

Providing an Untimely Response to FINRA Requests for Information and Documents
(FINRA Rules 8210 and 2010)

29. FINRA Rule 8210 requires member firms and associated persons to respond

timely, accurately and tnithfully to requests for information and documents.

30. FINRA Rule 2010 requires member firms and associated persons to observe high

standards ofcommercial honor andjust and equitable principles oftrade.

31. On May 12, 2016, FINRA staffrequested, pursuant to FINRA Rule 8210,

information and documents relating to Gorman' s employment status, business calendars, and

securities accounts (the ?First Request"). Gorman's response was due on May 27,2016.
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32. The First Request was sent by both certified mail and first class U.S. mail to

Gorman's CRD address in Austin, Texas ("CRD Address") and Gorman's second CRD address,

also in Austin, Texas ("Second CRD Address"). The First Request was also emailed to Gorman

atXXXXXXXXXXXXXXXXXXXXXXXX

33. The certified return receipt for the CRD Address mailing was returned to FINRA,

reflecting delivery of the First Request to the CRD Address. The return receipt was signed and

the signature appears to be that of Gorman.

34. Neither the certified return receipt nor the certified mailing for the Second CRD

Address was returned. The USPS.com tracking website indicates that the Second CRD Address

certified mailing was out for delivery on May 16,2016; however, USPS.com never updated the

delivery status. The first class U.S. mailings were not returned. FINRA staff has no indication

that the email address was not valid or that the email message was otherwise undeliverable.

35. On May 26,2016, Gorman's then-attorney, JB, verbally requested an extension of

time to respond to the First Request. FINRA staff verbally extended the deadline to June 15,

2016. On May 26,2016, JB sent an email to FINRA staff confirming the same.

36. On June 9, 2016, JB emailed FINRA staff requesting a second extension oftime

to respond to the First Request. FINRA staff responded by email extending the deadline to June

29,2016.

37. On or about June 28, 2016, JB informed Enforcement counsel that he was no

longer representing Gorman. Tliat same day, Enforcement counsel left Gorman a voicemail and

sent him an email reminding him that his response was due on June 29, 2016 and advising him

that no further extensions of time would be granted.

38. Gorman failed to respond to the First Request.
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39. On June 30,2016, FINRA staff sent, pursuant to FINRA Rule 8210, a second

request to Gorman (*'Second Request") requesting that Gorman provide the documents and

information that were the subject ofthe First Request no later than July 14,2016.

40. The Second Request was sent by both certified mail and first class U. S. mail to

Gorman's CRD Address and Second CRD Address.

41. The certified mailing for the CRD Address was returned and marked "Return to

Sender, Unclaimed, Unable to Forward." Neither the certified return receipt nor the certified

mailing for the Second CRD Address was returned. The USPS.com lracking website indicates

that notice was left at the Second CRD Address, but that the certified mailing was returned due

to "Unclaimed/Max Hold Time Expired." Although USPS.com indicates that the returned

certified mailing was in transit to FINRA, it was never received. The first class U.S. mailings

were not returned.

42. On July 14, 2016, Gorman, through new counsel KM, provided a partial response

to FINRA's Second Request and represented to FINRA staff in an email that a full response

would be provided no later than August 8, 2016.

43. Enforcement counsel notified KM by email that no more extensions oftime

would be granted and that any additional information provided would be considered untimely.

44. KM then represented in an email that he, on behalf of Gorman, could "commit" to

providing the remaining information by July 22, 2016. Enforcement counsel responded that

while FINRA would consider and review information provided after July 14, 2016, such

submissions would be considered untimely pursuant to FINRA Rule 8210. KM responded that

"we'11 do our best to get the information to [FINRA] as quickly as possible."
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45. Gorman failed to provide a complete response to the Second Request by July 14,

2016.

46. On September 14,2016, Enforcement counsel emailed KM to notify him that

FINRA intended to file a FINRA Rule 9552 proceeding against Gorman for his failure to provide

information and documents pursuant to FINRA Rule 8210 and inquired whether he would accept

service on behalf of Gorman. On September 15, 2016, KM advised FINRA staff in an email that

he would accept service.

47. On September 27,2016, FINRA sent to Gorman a Notice of Suspension Letter

(??Suspension Letter") by certified mail, first class mail, and email to KM. FINRA also sent the

Suspension Letter directly to Gorman by certified mail and first class mail to both his CRD

Address and Second CRD Address, and also to his email address.

48. The Suspension Letter informed Gorman that he would be suspended on October

21, 2016, pursuant to FINRA Rule 9552, for failing to respond to Request Nos. 3 and 5 in the

First Request and Second Request. Request No. 3 requested a copy of Gorman's written

calendars, day-timers, and/or any additional documents evidencing business meetings and

appointments from January 2011 until August 2013. Request No. 5 requested that Gorman

identify all securities accounts he maintained away from Tejas from January 2011 until August

2013. Request No. 5 also sought copies ofall approvals from Tejas to maintain such accounts.

49. The certified return receipt to KM was returned to FINRA staff on October 3,

2016, reflecting delivery ofthe Suspension Letter to KM, Gorman's counsel, and appears to be

signed for by ?T G." The certified return receipt for the CRD Address was returned and marked

?Return to Sender." The certified return receipt for the Second CRD Address was returned and

marked ''Return to Sender, Unclaimed, Unable to Forward, Return to Sender." The first class
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mailing to the Second CRD Address was returned and marked ''Return to Sender." The first

class U.S. mailing to the CRD Address was not returned. FINRA staff has no indication that the

email addresses were not valid or that the email messages were otherwise undeliverable.

50. On October 20, 2016, Gorman responded to the Suspension Letter and requested a

hearing. Gorman also provided a response to the two outstanding requests identified in the

Suspension Letter 

- approximately three months after the Second Request was due.

51. Upon receipt of Gorman' s response, FINRA filed a Notice of Withdrawal

terminating proceedings under FINRA Rule 9552.

52. The requested documents and information were material to FINRA's

investigation. Gorman's untimely response impeded FINRA's investigation concerning

Gorman's alleged use ofbusiness funds to pay personal expenses and whether Gorman

maintained securities accounts away from Tejas without the firm's approval.

53. Based on the foregoing, Gorman violated FINRA Rules 8210 and 2010 because

he failed to timely respond to the First and Second Requests.

Based on these considerations, the sanctions hereby imposed by the acceptance of the

Offer are in the public interest, are sufficiently remedial to deter Respondent from any future

misconduct, and represent a proper discharge by FINRA, of its regulatory responsibility under

the Securities Exchange Act of 1934.

SANCTIONS

It is ordered that Respondent be

Suspended from association with any FINRA member in all capacities for nine months;

and on June 27,2016, Respondent Gorman filed a Chapter 11 bankruptcy petition

pursuant to Title 11, United States Code. Accordingly, no monetary sanction is being

9



assessed in this matter.

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

SO ORDERED.

FINRA

Signed on behalf of the
Director of ODA, by delegated authority

Llrhri?.AGUKIGHL
Sarah B. Belter-Pylant, Senior I?eg?fonal Counsel
Laura Leigh Blackston, Senior Regional Counsel
FINRA, Department of Enforcement
1100 Poydras Street, Suite 850
New Orleans, Louisiana 70163-1108
Phone: 504-412-2406; Fax: 504-522-4077
Phone: 504-412-2408; Fax: 504-522-4077
Email: sarah.better-pylant@fnra. org
Email: laura.blackston@finra. org
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