RE:

FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER, AND CONSIKNT
NO. 2016044239901

Depostment of Enforcement
Financinl industry Regulatory Authority (“FINRA™)

Cansolidnicd Financial Invosiments, Inc., Respondent (“Consolidated Financial")
CRD No. 18810

Pumuant io FINRA Rule 9216 of FINRA's Code of Procedure, Consolidated Financial submits
this Leticr of Acceptance, Waiver, and Consent ("AWC") for the purposo of proposing o
settlement of the alleged rule violations deseribed below. This AWC is submitted on the
condition thal, if uccepted, FINRA will not bring any future nctions against Consolidated
Finanola) alleging violations based on the same factual findings described in this AWC.

L
ACCEPTANCE AND CONSENT

Consalidsied Financial hereby accepts and consents, without admitling or denying
tho findings, and solely for tho purpases of this proceeding and any other
proceeding browght by or on behalf of FINRA, or to which FINRA is a party,
pricr la & hearing and without an adjudication of any issus of law or faot, lo the
entry of the following findings by FINRA:

BACKGRO

Consolidated Financial is a discount broker that has been registered with FINRA
or its predecessor since 1987. Consolidsted Financial has n single office, which is
in a suburb of St. Louls, Missouri, As of May 2017, Consolidated Financial had
five registercd persons.

RELEVANT DISCIPLINARY HISTORY,

Consolidated Finsncial does not have any relovant disciplinary history,

OVERVIEW

From 2013 to 2016, Consclidated Financial knew that an assaciated porson was
engaging in an outside business activity that involved investments, but the firm
did not properly evalunte that activity. Asa result, Consolidated Finencial
violated NASD Rule 3010 and FINRA Rules 2010, 3110, and 3270,




FACTS AND VIOLATIVE CONDUCT,

From 2013 to 2016, Consolidnted Financinl associaled with n regisiered person
{"RI") who, as an outside busincss activity, helped forvign citizens obtain Uniled
States visns through the federnl government's "EB-S5 prograin,” which requires
investing in a qualified commercial cnterprise. During thnt periad, 111" arranged
for cight patticipants in the EB-5 program o invest In a certain trucking busincss
(“Trucking Company™) by purchnsing equily in limited padnorships. RP
indirectly receivesd selling compensation for those investinents in the form of
equily in Trucking Company and annual management fces that were based on
Trucking Compnny’s asscls,

When RP began associating with Consolidaied Financial, ha notificd the firm in
writing about that outsido business aclivity. RP's nolice described the opportunity
for Investinents in Trucking Company, his rolc in those transaclions, and the
equity and manngement fees that he would reestve as a result. However,
Consolidated Financinl did not determine whether RP’s ouiside business activity
should bo troated as an oulside securilies iransaction, prohibited, or limited.
During its ussociation with RP, Consolidated Financial generaily required its
nssocialed persons to update their disclosures of oulside business activities
annually, but did nol require RP to do so with respect to his aclivity involving the

EB-5 progratn.

FMINRA. Rule 3270, Supplementary Maierial .01 requires n fiem that receives
weillen notice of n registered person’s outside business activity to determine
whother it should be treated as an outside scouritics transaction, prohibited, or
limited. Since Decomber 1, 2014, FINRA Rulc 31 10(a) has required firms to
“mainfain a system to supervise the activitics of each associated person that is
reasonably designed lo achieve compliance with ... applicable FINRA rules.”
Before that date, NASD Rule 3010(a) imposed similae requirements. Violating
any of thosc rules also constitutes o violation of FINRA Rule 2010,

Consolidated Financial violuted FINRA Rule 3270 by failing o determine
whether RP’s outside business activity should bo treated ag an outside securities
transaction, prohibited, or limited. Consolidated Financial violated NASD Rule
3010(a) and FINRA Rule 3110(2) by failing to require RP 1o update his disclosure
about his activily involving the EB-5 program. By violating those rules,
Consolidated Financial also violatcd FINRA Rule 2010,

B.  Consolidated Financial also conscnis to the imposition of the following sanctions:

- Fine of $15,000"

' PINRA imposed  lower fing i this cass after considering Consofidated Financial’s revenuss and other factors
relating o its size, in nccordance with the Sanciion Giidelines* first genecal principle gavarning sanctians gnd

Nolice to Members D6-55.




Consolidated Finnncinl ngeees ta pay thnt fine upon notice that this AWC has
been nccopted and that such payment Is duc snd payable. Consoliduted Financial
has silmitted an Elcction of Payment form showing the method by which
Consolidnied Financial proposes to pay Lhat fine. Consolidated Financial

specifically nnd voluntarily woives any right to claim that it is unable to poy, now
or ut any timo hereaficy, that fine.

The sonctions imposed in this AWC shall be clfective on n dato set by FINRA
staff,

1L
WAIVER OF PROCEDURAL RIGHTS

Consolidnicd Financial specifically and voluninrily waives the following rights granted undor
FINRA's Code of Procedure:

A,  Tohave n Complaint lssued specifying the allogations ageinst Consolidated
Financinl;

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

C.  Todofond ngainst the allegations in a disciplinary hearing before a hearing panel,
to have a written record of the hearing made and to have a written decision issued;

and

D.  7Toappea! 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

Appeals,

Further, Consolidated Financial specifioally and voluntarily waives any right to claim bias or
prejudgment of the Chief Legal Officer, the NAC, or any member of the NAC, in connection
with such person’s or body's participation in discussions regarding the tesme and conditions of
this AWC, or other consideration af this AWC, including seceptance or rejection of this AWC.

Consolidated Financipl further specifically and voluntarily walves any right to clalm that a
person violaled the ox paric prohibitions of FINRA Rule 9143 oe the separation of fimctions
prohibitions of FINRA Rule 9144, in connection with such persan’s or body's participation in
discussions regarding the terms and vonditions of this AWC, or other consideration of this AWC,
inoluding its acceptance or rejestion.
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OTHER MATTERS

Consolidated Pinanclal understands thni:

A,

D.

Submission of this AWC is voluntary and will not resolve this maticr unless and
until it hns beon reviewod and accopled by the NAC, a Review Subcommiltee of
the NAC, or the Offiec of Disciplinary AfTairs ("ODA"), pursuant te FINRA Rule
9218;

IF this AWC is not acocpled, its subimission will not be used as evidence to prave
ony of the allcgations agoinst Consolidated Financinl; and

If nceepled:

I this AWC will become part of Consolidated Financlal’s permanont
disciplinary record and may be considcred in eny future sctions brought
by FINRA or any other regulutor against Consolidatod Financial;

2. this AWC will be madc availablc through FINRA's public disclosuro
progsam in accordance with FINRA Rule 8313;

3 FINRA may make a public announcemont coneerning this agreement and
the subjeet matlor thereof in necordance with FINRA Rule 8313; and

4, Consolidated Financial may not take any action or make or permit to be
made any public statement, including in regulatory filings or otherwise,
denying, directly or indirccily, any finding in this AWC or create the
impression that the AWC is without factual basis. Consolidated Financial
may not take any position in any proceeding brought by ar on behalf of
FINRA, or to which FINRA is a party, thal is inconsistent with any part of
this AWC, Nothing in this provision affects Consolidated Financial's
(estimonial obllgations or right to take legal or Factual positions in
litigation or other legal proceedings in which FINRA la not a party,

Consolidsted Financial may attach a Corrective Action Statement to this AWC
that is & statement of demonstrable corrective sieps tsken to prevent future
misconduct. Consolidated Financial undersiands that it may nol deny the charges
or make any statement that is inconsistent with the AWC in this Stetement, This
Statement does not constitute factual or legal findings by FINRA, nor docs it
roflcet the views of FINRA or its staff,

The undersigned, on bebalf of Consolidated Financial, certifies that a person duly sutharized to
act on Its behalf has read and understands all of the provisians of this AWC and has been given a
full opporiunity to ask questions about it; that Consolidated Financial has agreed to its provisions




Volunlnrlly, and that no affer, thieut, inducement, or promise of any kind, ather than the terms set
forth in this AWC and thic prospest of nvoiding the issuance of C'mhplmnt hag been made Lo
Inducc Co olldn Financial o submit it. d _
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Date (nnhlddlyy]y) Consolidated Financial Investments, Inc,

'%q Yy ,(/':‘JFP Loy ch./

Revivwed by;
!

JerffAiédlan

Copnsel for Consol § {ments, Inc,

Bryan Chve L :

One Konans City Place

1200 Main Street, Suils 3800

Kansas Cliy, Missouri 64105-2122

816-374-3225%

Accepied by FINRA:

Aeg. 28, 297 Signed on behalf of the

Dale Director of ODA, by delegated authority
r%/w«%m’
J. Toyd Gfttis 11
Principal Ragional Counsel
FINRA Depariment of Enforcement
120 West 12th Strect
Kansas City, Missouri 64105
B16-802-4710 (telephone)
816-_42 1-4519 {facsimilc)
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