
FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT

NO. 2015046688401

TO; Department of Enforcement
Financial Irldu?try Regulatory Authority (''FINRA'?

RE: Investment Centers of America, Inc,
CRD No, 16443

P?rsuant to PIN?A Rule 9216 .efFINRA's Code of Procedure,:Respondent Investment Centers

of America, Ino. ("ICA," the *'Firm," ot *'Respondent") submits this Letter of Aooeptance,
Waiver and Consent ("AWC") forthe purpose ofpropoalnga settlement of the alleged rule
violalions described below. This AWC is submitted on the condition that, ifaccepled, F?NRA
Will not bring any f?tture actions against the Firm alleging violations based on the iame factual

findings des(*ibed hemifL

L

ACCEPTANCE AND CONSENT

A. Respondenth?reby aoc*pts and consents, without admittir?g or denying the
findings, and solely for the purposes of this proceeding and anyother proceeding
bmught by or on behalf of FINRA? or m which.FINRA is a party, prior to a
hearinll and wfihottt an a?lludication of any Issue of law or f?ct, io the cntty of the
following findings by F)NRA:

?ACKGBQUND,

ICA has been a member of FINRA since 1985 and conducts a' general securities
business. It has more than 660 registered representatives and approximately 590

branch offices throughout the United States.

REL??ANT DISC?IPL?NABy ??IDRY

ICA has no.relevant disciplinary history.

O?E?NEW.

Between January 1,.2011, and December 31,2015 (the "Relevant Periéd"),
Respondent disadvantaged certain retirement plan and charitable organization
customcm that were eligible lo pumhase Class A shares in certain mutual funds
without a ?ont.end sales charg? C?Eligible Customers"). These Eligible



,

'

Customers wcre instead ?sold Class A shares with a front.end, sales charge or Class

B or C shares with back?end sales charges and higher ongoing fees and expenses. 
I

During this peri?d, Respondent.failed to e?tablish and maintain a supervisory
system and procedures reasonably designed to ensure that Eligible Customers
who purchased mutual fund shares received the benefit of applicable sales charge
waivers, .As a result, ICA violatcd NASD Conduct.Rule 3010 (for misconduct
befote December 1,2014), FINRA Rule 31 10 (for misconduct on or after
December I,2014), ahd FINRA Rule 2010.

FACTS AND V?OLATNIE OONDUCT

ICA Failed tommwmamry Awnaw Saiaawmmm to EHHM
Retirement Accotmls and Charltable Organizations

Regpondent sells mutual funds with different classes of shares representing
interests in the same portfolio of securities, but differing in the structure and
amountofboth sales.charges paid directly by.shareholders and contirtuoua, asset-
based fees assessed on ea?h shareholder's investment. Share ela? features,
inoludtn? fbes.?nd expense? and available sales ?harge waivers, are described by
ewh,mittual ft?nd in its pros?ectuts and/orstatement ofadditionBI information,

Class A shares typically are subject to a front.end ?ales charge when originally
purchased, and have annual tund expenses, including ongoing distribution and
service feesf'fees'9 that are typically 0.25 percent. The majority ofthe front-.end
charge is paid to the.61ellitig. broker-dealer as a concesston. Investors purchase
Class A shares at the applioable Net Asset Value (?NAV'D, plu? the initinl sales

éharge. Most funds, however, offer c?rtain investors a waiver of the initial sales
charge associated with Class A shnres under c?rtain oircumstances (''sales charge

VM.M.

Class B and C shares-typically do not carry a front?end sales charge but have
si?nificantiy higher distribution and Ei?rvice,fees (typically 1.00 percent) and may
bo subject to a oontingent deferred Balem obarge (''CDSC"),

Some mutual fun? ofT?r ?lass R shares fbr putahase by certain mtirement planm,

Class R shares typically are sold without a front?end sales charge. However,
Class R sharestypieally have higher fees than Class A shares.

The diffcrent sales charges, breakpoi?ts, waivers and fl:us associated with
different share classes ??ect mutual fund lnvestorg' returns, If an.investor
qualifies fo? a Clas? A sales charge waiver and pnrohasea Class A shares, the
investor will not pay a front-end sales load. In contrast, a purchase of Ciass B or
C ?h?es of the same Amd will be subject to higher ongoing fees, as well as
potential ?ppticalion ofa CDSC. Therefore, if an investor qualifies for a Class A
sales charge waiver, there would be tio reason for the investor to purchase any
other class of shame that has a sales load and/or higher annual expenses.
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Many mutual fbnds Waive the up-front sales charges associated with Class A
ahares for certain retirement plans and/or charitable organizations. Some of the
mutual flln?it available on ICA's retail platform during the Relevant Period
of?emd such waivem and disclosed thow waivers in their ptospectuses.
Notwithstanding  the availability of the waivers, Respondent failed to apply the
waivers to mutual fund purchases made by Eligible Customers and instead.sold
them Class A shares with a,front-end sales charge or Class B or C shares with
ba??end sales charges and higher ongoing fees and experises. These sales
disadvantaged EHgibje Customm by causing suoh customers to pay higher fees
than they We?e aatm?ly ?quired to pay.

ICA's Supervisory Failures

During the Relevant Period, 1CA failed to l?asotiably supervise tile application of
sales charge waivers to eligible mutual fimd sales. Respondent relied on their
fin??oial advisors to.determine the appli?abllity ofsales charge waivers, but failed
te maintain'adequate  written policies orprooedures to a?iat financial advisors it
m?king this determlnation. For ihstance, Respondent failed to establish and

maintainwrit?enproccdureg  to identify applibableaales charge waivers in fund
prospcotuses for Eligible Cust?mers,

In addition, ICA failed to adequately notify and train its financial advisors
mgardilig the availability efltlutual fund sales charge waivem for Eligible
?lmtomers. Finally, Respondent fedled to adopt adequate cont?ols to detect
instances in which they did not provide sales charge waivers to Eligible
Customers.in connection with their mutual fund purchases.

By failing tomasonably supervise mutual fund sales to etisum that Eligible
Cu?tomers who,purchased mutual,fund shares received the benefit of applicable
Bajes charge waivers, ICA, yi?lated NASD Conduct Rule 3010 (fbr misconduct
before December 1, 2014), F[NRA Rule 3110 (for misconduct on or after
December l,2014),and FINRA Rule 2010,

ICAIam?mm ONSe#-Mmlngto MRA

In February 2015, FINRA initiated an.examination of 1CA'8 aflltiate, during
which FlNRA staff identifted potential missed sales charge waivers. Shortly
after, in August 2015, ICA began a. review to determine whether the finr,
provided available sales charge waivers to Bllgible Customers, Based on this
mview, io September 2015, ICA salf-reported to FINRA that Eigible CustomerB
h?dnot received available sales charge waiverB. ICA estimates that, shlce
Jammry l, 2011, appmximately 162 Customets purchased mutual fund shares for
which an?vailablesales charge waiver was not applied, As a. result ofICA's
failure to apply available sales charge *alvera, the Bim estimates-?iat its Eligible
Customers were overch?irged by approximately $ 154,194 fbr mutual f?lnd
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purchases made since January 1,2011. ICA will also ensure that retirement and
charlabl? waivers are appropri?itely applied to atl fut?N tran?actions.

OI?ER FACTORS

In resolving this matter, FINRA has recognized the extraordinary cooperation of
ICA for having: (1) initiated, prior to detection or intervention at the Firm by a
regulator, an investigation to identif? whether Eligible Customers received aalea
éharge waivers during ?herel*vant p?rlod; (2) promptly established aplan of
remediation for Eligible Customers who did not receive appropriate sales charge
waivers; (3) promptly sielf-reported to FINRA? (4) promptly taken action and
remedial steps to correct the violative conduot; and (5) employed subsequent
corrective measures, prior to detection or interverrtlon at the Firm by a regulator,
tp mvi?e its Bwedums to avoid mcurrenoe of the misconduct.

, B.. ICA also Qonsenta to the inip?sitio?? of the following sanctions:

1. Acensum;

2, A $60,000 fme; and I

3. ICA will piovide teinediation to Eligible Customers who, from
I

January 1,2011, quallfled for, but did hot reoelve, the applicable mutual I

fund sales charge waivers as described in Section A of this document,
i

a Within 30 days of the date this AWC is a?copted, the Firm will
provide to FINRA a detailed plan to remediate Eligible Customers
b?sed on s?e?lfic criteria that is.not unacceptable to FINRA. IIi the
event FINRA does not object to the plan, the Firm will have #n I

opportunity to address FINRA's objections and resubmlt the plan i

within 20 days. The date that FINRA notifies the Finn that it does i

riot object to-the plah shall be called the Notice Date.

b. The remédiatlen plan submitted by the Firm will also address

restitutiort for eaoh retirement plan customer that, while not
eligible to puroh?ae Class A sharem without a f?ont-end sales
chatge, was eligible to purchase an ?ltemative share class

(including, but not limited to, R shares) without a front-end sales

charge and with ongoing fees substantially similar to those of the
Class A ?hare.

C. Within 30 days from the Notice Dat?, the F,irm will submit to
FINRA a ?chedule of austomeis identified as eligible for
remediation and include the details of the qualifying purchases and

totaldollaf amounts of r?stltution that will be pmvided to each

customer, E?ch soch customer will receive restitution, plus

4



1

-

lrttmst, from the date of purchase through the payment date at the
rate ?et forth in Section 6621(a)2) of the Internal Revenue Code,
26 US.C. 6621(aX2) (the ??IRS Rate").

d. A reglstemd printlpal on behalf of the Firm shall submit
satisfactory proofofpayment ofrestitution or of reasonable and

documented efforts undertaken to effect restitution, Such proof
shall be submitted toKathryn M. Wilson, Senior Regional
Counsel, FINRA, 5200 Town Center Circle, Towcr 1 Suite 200,
Booa Raton, FL 33486 either by letter that identifies Respondent
and the case mmber or by e-mail from a work-related account of
the registered principal(s) of Respondent to
EnforcementNotice??FINRA.on, This proof shall be provided to
the FINRA staff member listed above no later than 1110 days from
the Notibe Date.

C, If for any ?so? the Firm.cannot locate any Eligible Customer
after reasonable ?nd documented efforts, Respondent shall move
the money to the appropriate esoheat account. Respondent will
fellow ?the standard esch?atment process, adhering with each
state' s required thn? frames based on the Iltate in which the
customeris last known to have reslded. The Firm shall provide
?*?sfn*toty proof of such actionto the FINRA staff member
identtficdml?ove and ?n the.manner dcsmibed above, within 14

days,ofmovinl? the undistributed restitution and interest to the

appropriate escheat account

f. Upon written request showing good cause, FINRA staff'may
extend any of the procedural dates set forth above.

Re?pondent agrees to pay the monetary sanction(s) upon notice that this A.WC has

been accepted and that such payment(s) are due and payable. ICA has submitted
Election of Payment form showing the method by which it proposes to pay the

fine imposed.

ICA has speoifoally and voluntarily waived any right to olaim an inability to pay
at any time hereafter the restitutlon and any monetary sanctions imposed in this
mattet.

The imposition of a mstttutioKI order or any other monetary sanction herein, and
the timing ofsuch ordered payments, does not preclude customers from pursuing
their own actions to obtain restitution or other remedies.

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

WAIVER OF PROCEDURAL RIGHTS

The Firm specifically and.voluntarily waives the following rights granted under FINRA's Code

of Procedure:

A. TQ have 
? Complaiht issued gpecif?ing the allegations against it;

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

C. Todefen? againattheallegationsinadisoiplinary  he?rtngbefbre ahearing panel,

to have a written record ofthe hearing made and to have a written decision issued;
m?d

D. To appeal any #ud? decision t? the National Ac?udi?atory Council C'NAC") and
then to the U.S, Securities and Exchange Commission And a U.S, Court of
Mpeak

Further, Respondent Bpeoifloally and voluntarily waives any right to claim bias or prejudgment
?f the Chief Legal Officeri the NAC,, or any member of the NAC, in connection with sueh
person's or body'apartlcipatiott in discussions teg?rding the terms and conditions of thi? AWC,
.oroth*r consideration of thia AWC, including acceptance or rejection of thia AWC.

R?spondent fl?r?her specificallyand voluntarily W?iveg any right to claim that a person violated
the ex p?lte prohibitions of FlNRA Rtile 9143 or the 8?pBratlon offunctions prohibitions of
FINRA Rule 9144, in connectien with such person's or body'spartioipatlon indi?cussiohs
regarding the terms ?ld oonditions of fills.AWC, or other conskleration of this AWC, including
its acceptance or rejection,

IIL

OTHER MATIERS

Respondent understands that:

A. Submission of this AWC ?s voluntary and will not resolve this matter unless and
until it has been reviewed and accepted by the NAC, a Review Subcommittee of
th? NAC, Dr the Office of Disciplinary Affairs (f'ODA"), pursuant to FINRA Rule
9216;

B, If thil?:AWC is not accepted, its submission ?vill not be used a? evidence to prove
any oftho allegations against Respondent; and
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C lf aocepted:

L. thia AWC will become put of Respondent's permanent disciplinary
records and.may be considered In any futu?e actions brought by FINRA or
any other regulator against Respondent;

2. this AWC will be made aval?able through FINRA's public disclosure

?togram in alcqordanoe with FINRA Rule 8313;

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

4, Respondent may no?take any action or make or permit to be made any
pltbtic stalem?nt, .including itt regulatory filings or otherwise,,denying,
directly 

or indirectly, Bny findihg in this AWC or create the improssi on
that the AWC is without Actual basis. Respondent may not take any
position in ?ny proceeding bmught by or on behalf of FINRA, or to which
FINRA is a par?, that ts inconsistent with a?y part of this AWC. Nothing
in this provisionafTbcts.Respondent's:  (i).te?timonlal obligations; or (ii)
right to take legal or Actual positions in litlgalion or other legal

pmmia wNoh FINRAis oota mm.

D. Re#pondmt.may attach a Corrective Action Statement to this AWC that is a
?at?ment ofdemonstrable corrective steps taken to prevent future misconduct.
Re?pondentunderstandsthat  it may not deny the charges or make any statement
that is inconsistent with the AWC in this Statenient This Statement does not
constitute faptual or legal findings by FINRA? nor does it reflect the views of
FTNRA or its staff;

The und?ralgned, on beh?lf of ICA? certifies that a person duly authorized to act on the 1CA's
behalf has. read and understands a11 of the provisions of this AWC and has been given a full
opport?ity to ask questiong about it; that ICA ha? agreed to its provisions voluntarily; and that

nq off?r, lhre*t, inducement, orpromise of any kind, otherthan.lho temls set for?h hcrein and the
pro?p?ot ofavoiding the issuance. ofa Complaint, has been made to induce ICAto submit it.
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2/3/17-
Dato (muddlmi

?nvea?? 'e?era?r?a. ''? Respondent?

BY: Leo -/&-------ROVMZM A,1, Uer??nde

P,jDjDTilv,1 §YP ReB??nd 
General Counsel

LL-IZ?Jd.0. R

MHMnlp .1

0Hwmlitan Sq#m
21'1 North.Broadway, Suite 3600
St. Louia, MO 63102.2750
(314)2?9-2949

A?*pted by FINRA;

Zb.2/2017
bate

Signed on behalfofthe
Director ofODA, by delegated authority

XZESEM.wE-
kad?n M.0??on, SeniorRe?lonal  c6unTT--
Authorized House Counsel
Member NY and CT Bars Only
FINRA Department of Enforcemenl
5200 Town Center Circle
Tower I, Suite 200
Boca Raton, Florida 33486
Phone: (561)443-8132; Fax (202) 721-8353
E-mail: kathryn.wilson@fmra.org
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