RE:

FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
NO. 201705370450\

Department of Enforcement
Financial Industry Regulatory Authority (“FINRA™)

Wedbush Securities, Inc., Respondent
Member Firm
CRD No. 877

Pursuant to FINRA Rule 9216 of FINRA’s Code of Procedure, Respondent Wedbush Secwyities,
Inc. (“Wedbush” or the “Firm”) submits this Lelter of Acceptance, Waiver and Consent
("AWC") for the purpose of proposing a settlement of the alleged rulc violations described
below. This AWC is submitted on the condition that, i’ accepted, FINRA will not bring any
future actions against Respondent alleging violations based on the same factual findings
described hercin,

I.
ACCEPTANCE AND CONSENT

Respondent hereby accepts and consents, without admitting or denying the findings, and
solely for the purposes of this proceeding and any other proceeding brought by or on
behall of FINRA, or to which FINRA is a party, prior to a hearing and without an
adjudication of any issue of law or fact, to the eniry of the following findings by FINRA:

BACKGROUND

Wedbush has been a FINRA member since July 30, 1955, The Firm is headquartered in
Los Angeles, California, employs approximately 526 registered individuals, and has 99
branch offices. The Firm provides securitics brokerage, wealth management, and
investment banking services.

RELEVANT DISCIPLINARY HISTORY

On September 22, 2015, FINRA accepted an AWC in which Wedbush was censured and
fined $20,000, of which $10,000 rclated to the Firm’s failures to accurately report to
FINRA’s Order Audit Trail System (“OATS") and properly memorialize OATS order
information on the memoranda of brokerage orders during the period March 12-13, 2013,

OVERVIEW
Between January 1 and June 30, 2017 (the “Review Period”), Wedbush failed to transmit

to OATS 237,457 reportable order events (“ROEs”) and inaccurately transmitted an
additiona] 82,959 ROEs. As a resull, the Firn violated FINRA Rules 7450 and 2010,



FACTS AND VIOLATIVE CONDUCT

FINRA Rule 7450 requircs member firms to transmil to OATS, in an clectronic format
prescribed by FINRA, a report containing cach applicable item of order information
whenever an order is originated, reccived, transmitted 1o another department within the
member or to another member, madified, canceled, or executed.

FINRA Rule 7460 provides that a member firm’s failwre o comply with Rule 7450 may
constitute a violation of FINRA Rulec 2010, which requircs members to observe high
standards of commercial honor and just and cquitable principles of trade.

During the Review Period, duc to system issues that arose during the Firm's transition
between third-parly ordcr management systems, Wedbush failed to transmit to OATS
237457 ROEson 117 business days. These 237,457 ROEs constitute 19.98% of the
1,188,593 ROEs submitted by the Firm during the Review Period.

In addition, due to the same systems issues, Wedbush transmittcd to OATS 82,959 ROKs
containing inaccurate, incomplete, or improperly formatted data. Specilically, the reports
contained inaccurate Sent to Firm MPIDs. These 82,959 inaccurate ROEs represent
6.98% of the 1,188,593 ROEs submitted by the Firm during the Review Period.
By virtue of the foregoing, Respondent violated FINRA Rules 7450 and 2010,

B. Respondent also consents to the imposition of the following sanclions:
A censure and fine of $30,000.
Respondent agrees lo pay the monetary sanctions upon notice that this AWC has been
accepted and that such payment is duc and payable. Respondent has submitted an
Election of Payment form showing the method by which it proposcs 1o pay the fine

imposed.

Respondent specifically and voluntarily waives any right to claim an inability to pay, now
or at any time hercafier, the monetary sanction imposed in this matter.

The sanctions imposcd hercin shall be effective on a date set by FINRA stafT,
11,

WAIVER OF PROCEDURAL RIGHTS

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

A. To have a Complaint issued specifying the allegations against it;



B. To be notificd of the Complaint and have the opportunity to answer the
allcgations in writing;

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

D. To appeal any such decision 1o the National Adjudicatory Councit (“NAC”) andd
then to the U.S. Securities and Exchange Commission and a U.S, Court of
Appeals.

Further, Respondent specifically 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 terms and conditions of this AWC,
or other consideration of this AWC, including acceptance or rejection of this AWC,

Respondent further specifically and voluntarily waives any right to claim that a person violated
the ex parte prohibitions of FINRA Rule 9143 or the separation 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 this AWC, or other consideration of this AWC, including
ils acceptance or rejection.

1L
OTHER MATTERS
Respondent understands that:

A. Submission of this AWC is voluntary and will not resolve this matter unless and
until it has been reviewed and accepted by the NAC, a Review Subcommiitice of
the NAC, or the Office of Disciplinary Affairs (“ODA"), pursuant to FINRA Rule
9216;

B. If this AWC is not accepted, its submission will not be used as evidence to prove
any of the allegations against Respondent; and

C. If accepted:

L, this AWC will become part of Respondent’s permanent disciplinary
record and may be considered in any future action brought by FINRA or
any other regulator against Respondent;

2, this AWC will be made available through FINRA’s public disclosure
program in accordance with FINRA Rule 8313;



D,

4,

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

Respondent may not take any action or make or permit 1o be made any
public statement, including in regulntory filings or otherwisc, denying,
directly or indivectly, 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 behalf of FINRA, or to which
FINRA is a party, that is inconsistent with any part of this AWC. Nothing
in this provision affects Respondent’s: (i) testimoninl obligations; or (ii)
right to take legal or factual posilions in litigation or other legal
proccedings in which FINRA is not a party,

Respondent may attach a Coricclive Action Statement Lo this AWC thal is a
statement of demonstrable corrcctive sieps taken to prevent future misconduct.
Respondent understands that it may not deny the charges or make any statement
that is inconsistent with the AWC in this Statcment, This Statement does not
constitute factual or legal findings by FINRA, nor does it reflect the views ol
FINRA or its stalf.



The undersigned, on behalf of the Respondent Firm, certifies that a person duly
authorized to act on ils behalf has read and understands all of the provisions of this AWC
and has been given a full opportunity to ask questions about il; that it has agreed to the
AWC’s provisions voluntarily; and (hat no offer, threat, inducement, or promisc of any
kind, other than the terms sct forth hercin and the prospect of avoiding the issuance of a
Complaint, has been made (o induce it to submit it

Wedbush Securities, Inc.
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Depariment of Enforcement
15200 Omega Drive, Suite 300
Rockville, MD 20850



