FINANCIAL INDUSTRY REGULATORY AUTHORITY
OFFICE OF HEARING OFFICERS

Department of Enforcement,

Complainant,

Disciplinary Proceeding
V. No. 2018058871601

Fusion Analytics Securities, LLC
CRD No. 124245,

Respondent.

COMPLAINT
The Department of Enforcement alleges:
SUMMARY
1. Between September 2014 and May 2018 (the “Relevant Period”), Fusion
Analytics Securities LLC (“FAS” or the “Firm”) failed to comply with critical books and
records and net capital rules established by the Securities and Exchange Commission and
FINRA.

2. FAS conducted a securities business on 26 days during which it failed to maintain
the required minimum net capital. Therefore, the Firm violated Section 15(c) of the Exchange
Act and Rule 15¢3-1 thereunder (the “Net Capital Rule”), and violated FINRA Rules 4110(b)
and 2010.

3. Moreover, FAS failed to file with the SEC and FINRA a notice of financial
deficiency disclosing that FAS did not maintain the minimum net capital required during the

following periods: September 30, 2014 through and including February 3, 2017; on January 31,



2018; and on April 30, 2018. Therefore, FAS violated Section 17(a) of the Exchange Act and
Rule 17a-11 thereunder, and violated FINRA Rule 2010.

4. In addition, FAS filed inaccurate quarterly FOCUS Reports. Therefore, FAS
violated Section 17(a) of the Exchange Act and Rule 17a-5 thereunder, and violated FINRA
Rules 4511 and 2010.

5. Finally, the Firm made and preserved inaccurate balance sheets, trial balances,
general ledgers, and net capital computations. FAS thereby violated Section 17(a) of the
Exchange Act and Rule 17a-3 thereunder, and violated FINRA Rules 4511 and 2010.

6. FAS’ violations of these Exchange Act provisions were willful.

RESPONDENT AND JURISDICTION

7. FAS registered with FINRA and the SEC on March 25, 2003. The Firm is located
in Coral Springs, Florida and conducts a retail brokerage business.

8. The Firm employs approximately nine registered persons and four non-registered
fingerprint persons.

9. Under Article 1V of the FINRA By-Laws, FINRA possesses jurisdiction over
FAS because: (a) the Firm currently is a FINRA member; and (b) the Complaint charges the
Firm with misconduct committed while it was a FINRA member.

FACTS

The Firm Received and Held Customer Securities
Without Promptly Forwarding or Delivering Them

10. During the Relevant Period, Registered Representative A received securities
certificates for deposit to the Firm’s customers’ accounts.
11.  Specifically, between August 6, 2014 and November 30, 2017 and between May

16, 2018 and May 22, 2018, the Firm, through Registered Representative A, held for its



customers 42 securities certificates without promptly forwarding or delivering them (i.e., by
noon on the business day after receipt) to its clearing firm.
12.  The Firm improperly held the customers’ securities identified on Table A.

The Firm Conducted a Securities Business While
It Failed to Maintain the Minimum Required Net Capital

13.  The Net Capital Rule requires each broker-dealer to maintain, at all times, a
certain minimum amount of net capital. The Net Capital Rule sets forth required minimum net
capital depending on the type of securities business conducted by a broker-dealer.

14.  Throughout the Relevant Period, the Net Capital Rule required FAS to maintain
$5,000 in minimum net capital; however, the Firm was required to maintain $250,000 in
minimum net capital on days in which it held customers’ securities or funds without promptly
forwarding them.

15.  On 24 days between September 2014 and October 2017, the Firm conducted a
securities business while it failed to maintain the $250,000 minimum net capital required on
those days, as set forth in Table B.

16.  The Net Capital Rule also prohibits a broker or dealer from having its aggregate
indebtedness exceed 1500 percent of its net capital (i.e., the Aggregate Indebtedness Standard).
The Aggregate Indebtedness Standard requires a broker-dealer that commenced business more
than one year ago to maintain net capital at least equal to six and two-thirds percent of the sum
of its aggregate indebtedness.

17.  Fusion conducted a securities business on two dates when it failed to maintain the
minimum net capital required pursuant to the Aggregate Indebtedness Standard.

18.  OnJanuary 31, 2018, the Firm had aggregate indebtedness of $191,282; therefore,

the Firm’s minimum required net capital was $12,752, pursuant to the Aggregate Indebtedness



Standard. However, the Firm’s actual net capital on that day was negative $63,584, a deficiency
of $76,336.

19.  The Firm conducted a securities business on January 31, 2018.

20.  On April 30, 2018, the Firm had aggregate indebtedness of $264,520; therefore,
the Firm’s minimum required net capital was $17,635 pursuant to the Aggregate Indebtedness
Standard. The Firm’s actual net capital on that day was negative $27,375, a deficiency of
$45,010.

21.  The Firm conducted a securities business on April 30, 2018.

The Firm Failed to File Financial Notifications

22. When a firm’s net capital falls below the minimum net capital required, it is
required to file a notice of such deficiency with the SEC and its designated examining authority
(i.e., FINRA).

23. Between September 30, 2014 and February 3, 2017, and on both January 31,
2018, and April 30, 2018, the Firm’s net capital fell below the minimum net capital requirement.

24.  On those days, however, FAS failed to provide notice to the SEC and FINRA of
its net capital deficiencies.

The Firm Created and Maintained Inaccurate Books and Records

25. During the Relevant Period, the Firm created and maintained inaccurate balance
sheets, trial balances, general ledgers, net capital computations, and FOCUS Reports.

26.  These inaccurate records resulted from the Firm’s failure to: (1) accrue certain
expenses; (2) record the balances in two of its clearing firm accounts; (3) accurately record

assets and liabilities; and (4) accurately record its required minimum net capital.



27.  Specifically, FAS failed to accrue the following expenses on its balance sheet,
trial balance, general ledger, net capital computations, and FOCUS Reports:

a. from December 2014 through June 2016, FAS failed to accrue and record
expenses related to its Coral Springs, Florida office;

b. from June 2016 through August 2016, the Firm failed to accrue and record
expenses for its email retention provider, for a market data subscription and order entry
system, and for certain salaries; and

C. from March 2017 through June 2018, the Firm failed to accrue and record
certain legal expenses.

28. In addition, at various times from January 2017 through April 2018, FAS failed to
record the balances for two of its clearing firm accounts on its balance sheets, trial balances,
general ledger, net capital computations, and FOCUS Reports.

29. In addition, between March 2017 and April 2018, the Firm’s stock certificates for
Issuer K contained a restrictive legend; therefore, they were not readily marketable and were not
allowable assets.

30. Yet, FAS inaccurately recorded its shares of Issuer K’s stock as an allowable asset
in its net capital computations and FOCUS Reports.

31. Moreover, as of January 31, 2018, FAS inaccurately classified $764 in
commissions receivable from November 2017 as an allowable asset on its net capital
computation even though the receivable was outstanding longer than 30 days.

32. Finally, between at least January 2017 and April 2018, FAS inaccurately offset
inter-company receivables and payables for different affiliated entities.

33.  This offset is not permitted under the Net Capital Rule.



34.  Asaresult, the Firm inaccurately recorded a higher net worth, higher net capital,
lower liabilities, and lower aggregate indebtedness on its balance sheets, trial balances, and net
capital computations.

FIRST CAUSE OF ACTION
FAS Conducted a Securities Business While it Failed to
Maintain the Minimum Required Net Capital
(Violations of Exchange Act Section 15(c) and Rule 15¢3-1 thereunder and Violations of
FINRA Rules 4110(b) and 2010)

35.  The Department of Enforcement realleges and incorporates by reference
paragraphs 1 — 34 above.

36. Exchange Act Rule 15¢3-1 requires each broker-dealer to maintain, at all times, a
certain minimum amount of net capital. The Rule sets forth various amounts of required net
capital depending on the type of securities business conducted by a broker-dealer.

37.  Pursuant to FINRA Rule 4110(b), “a member shall suspend all business
operations during any period in which it is not in compliance with applicable net capital
requirements set forth in [the Net Capital Rule].”

38.  FAS held customers’ securities, without promptly forwarding or delivering them,
from August 6, 2014 through November 30, 2017, and from May 16, 2018 through May 22,
2018.

39.  Asaresult, the Firm was required to maintain $250,000 minimum net capital but
failed to do so.

40. On the 24 days described in paragraph 15above and Table B, the Firm conducted
a securities business while failing to maintain $250,000 minimum net capital requirement.

41. In addition, Exchange Act Rule 15¢3-1(a) requires broker-dealers to “have and

maintain net capital no less than the greater of the highest minimum requirement applicable to



its ratio requirement under paragraph (a)(1) of [the Net Capital Rule], or to any of its activities
under paragraph (a)(2) of [the Net Capital Rule]...”

42. Exchange Act Rule 15¢3-1(a)(1)(i) states that “[n]o broker or dealer...shall permit
its aggregate indebtedness to all other persons to exceed 1500 percent of its net capital” when it
has been a broker-dealer for more than one year.

43.  OnJanuary 31, 2018 and April 30, 2018, the Firm conducted a securities business
while failing to maintain the greater of $5,000 or the Aggregate Indebtedness Standard. The
Firm’s net capital was therefore deficient on those days.

44.  Asaresult of the foregoing conduct, FAS violated Section 15(c) of the Exchange
Act and Rule 15¢3-1 thereunder and FINRA Rules 4110(b) and 2010.

45.  FAS’ violations of Section 15(c) of the Exchange Act and Rule 15¢3-1 thereunder
were willful.

SECOND CAUSE OF ACTION
FAS Failed to Provide Notice of its Net Capital Deficiencies
(Violations of Exchange Act Section 17(a) and Rule 17a-11 thereunder and Violation of
FINRA Rule 2010)

46.  The Department of Enforcement realleges and incorporates by reference
paragraphs 1 - 45 above.

47. Exchange Act Rule 17a-11 requires every broker or dealer registered with the
SEC to file notifications with the SEC and its designated examining authority (i.e., FINRA) on
the same day its net capital declines below the minimum amount required pursuant to the Net
Capital Rule.

48.  The Firm failed to file notice of its net capital deficiencies with the SEC or

FINRA on days that it was net capital deficient; namely, on the days listed in Table A between

September 30, 2014 and February 3, 2017; on January 31, 2018; and on April 30, 2018.



49.  Asaresult of the foregoing conduct, FAS violated Section 17(a) of the Exchange
Act and Rule 17a-11 thereunder and FINRA Rule 2010.

50.  FAS’ violations of Section 17(a) of the Exchange Act and Rule 17a-11 thereunder
were willful.

THIRD CAUSE OF ACTION
FAS Filed Inaccurate Quarterly FOCUS Reports
(Violations of FINRA Rules 4511 and 2010 and
Violations of Exchange Act Section 17(a) and Rule 17a-5 thereunder)

51.  The Department of Enforcement realleges and incorporates by reference
paragraphs 1 — 50 above.

52. Exchange Act Rule 17a-5 requires every broker or dealer registered pursuant to
Section 15 of the Exchange Act to file FOCUS Reports with the SEC.

53. During the Relevant Period, FAS filed quarterly FOCUS Reports.

o4, FINRA Rule 4511 requires members to “make and preserve books and records as
required under the FINRA Rules, the Exchange Act, and the applicable Exchange Act rules.”
Implicit in this requirement is that the books and records be accurate.

55.  Between September 2014 and September 2017, FAS prepared and filed 13
inaccurate quarterly FOCUS Reports when it:

a. inaccurately recorded its minimum net capital requirement;

b. inaccurately recorded its shares of Issuer K stock as an allowable asset; and
c. did not accrue expenses for its email retention provider, for a market data
subscription and order entry system, certain legal expenses, certain salaries, and
its Coral Springs, Florida office.

56.  Asaresult of the foregoing conduct, FAS violated Section 17(a) of the Exchange

Act and Rule 17a-5 thereunder and FINRA Rules 4511 and 2010.



57.  FAS’ violations of Section 17(a) of the Exchange Act and Rule 17a-5 thereunder
were willful.
FOURTH CAUSE OF ACTION
FAS Made and Preserved Inaccurate Books and Records
(Violations of Exchange Act Section 17(a) and Rule 17a-3 thereunder and Violations of
FINRA Rules 4511 and 2010)

58.  The Department of Enforcement realleges and incorporates by reference
paragraphs 1 — 57 above.

59.  Section 17(a) of the Exchange Act and Rule 17a-3(a)(2) thereunder requires
broker-dealers to make and keep current “[1]edgers (or other records) reflecting all assets and
liabilities, income and expense and capital accounts.”

60. Exchange Act Rule 17a-3(a)(11) generally requires that a broker-dealer make and
keep current a record of ledger accounts in the form of trial balances and a record of the
computation of aggregate indebtedness and net capital as of the trial balance date.

61.  During the Relevant Period, FAS made and preserved inaccurate balance sheets,
trial balances, general ledgers, and net capital computations when it:

a. inaccurately recorded its minimum net capital requirement;

b. inaccurately recorded its shares of Issuer K stock as an allowable asset;

c. did not accrue expenses for its email retention provider, for a market data
subscription and order entry system, certain legal expenses, certain salaries,
and its Coral Springs, Florida office;

d. inaccurately offset inter-company receivables and payables for different
affiliated entities;

e. failed to include the assets and liabilities for two of its clearing firm accounts;

and



f. inaccurately classified as allowable assets commissions receivable that were
outstanding more than thirty days.
62.  Asaresult of the foregoing conduct, FAS violated Section 17(a) of the Exchange
Act and Rule 17a-3 thereunder and violated FINRA Rules 4511 and 2010.
63.  FAS’ violations of Section 17(a) of the Exchange Act and Rule 17a-3 thereunder

were willful.

RELIEF REQUESTED
WHEREFORE, the Department of Enforcement 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 bears such costs of proceeding as are deemed fair and
appropriate under the circumstances in accordance with FINRA Rule 8330;
D. make specific findings that Respondent, Fusion Analytics Securities LLC,
willfully violated sections 15(c) and 17(a) of the Exchange Act and Rules 15c¢3-1,
17a-3, 17a-5, and 17a-11 thereunder.
FINRA DEPARTMENT OF ENFORCEMENT

Date: 04/10/2020 ARattrye Wikson

Kathryn 1. Wilson, Senior Counsel
Authorized House Counsel
Member NY and CT Bars

Phone: 561-443-8132

Email: Kathryn.Wilson@finra.org
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Tino Lisella, Director
Phone: 561-443-8034
Email: Tino.Lisella@finra.org

David Klafter, Chief Counsel
Authorized House Counsel
Member NY and NJ Bars
Phone: 561-443-8110

Email: David.Klafter@finra.org

FINRA Department of Enforcement
5200 Town Center Circle

Tower 1, Suite 200

Boca Raton, FL 33486

Fax: 561-443-7998



DOE V. FUSION ANALYTICS SECURITIES, LLC
DISCIP. NO. 2018058871601

TABLE A

Earliest Known Last Known Date Customer Name Issuer Certificate
Date Held Held Name Number
August 6, 2014 November 30, 2017 Customer A and Issuer A | 974

Customer B “Ten

Ent” (TBE)
July 15, 2015 March 3, 2016 Customer A Issuer B | 1670
July 15, 2015 March 3, 2016 Customer A Issuer B | 1679
July 15, 2015 March 3, 2016 Customer A Issuer B | 1680
July 15, 2015 March 3, 2016 Customer A Issuer B | 1681
July 15, 2015 March 3, 2016 Customer A Issuer B | 1682
July 15, 2015 March 3, 2016 Customer A and Issuer B | 1736

Customer B TBE
July 15, 2015 March 3, 2016 Customer A Issuer B | 1794
July 15, 2015 March 3, 2016 Customer A Issuer B | 1806
July 15, 2015 March 3, 2016 Customer A Issuer C | 1853
July 15, 2015 March 3, 2016 Customer A Issuer C | 1863
July 15, 2015 March 3, 2016 Customer A Issuer C | 1919
July 15, 2015 March 3, 2016 Customer A Issuer C | 1938
July 15, 2015 March 3, 2016 Customer A Issuer C | 1942
July 15, 2015 March 3, 2016 Customer A Issuer C | 1986
July 15, 2015 March 3, 2016 Customer A Issuer D | 2024
July 15, 2015 March 3, 2016 Customer A Issuer D | 2042
July 15, 2015 March 3, 2016 Customer A Issuer D | 2046
July 15, 2015 March 3, 2016 Customer A Issuer D | 2127
June 10, 2016 July 18, 2016 Customer C Issuer E | 2365
June 10, 2016 July 18, 2016 Customer C Issuer E 2390
June 10, 2016 July 18, 2016 Customer C Issuer E 2391
June 10, 2016 July 18, 2016 Customer C Issuer E 2392
June 10, 2016 July 18, 2016 Customer C Issuer E 2393
June 10, 2016 July 18, 2016 Customer D Issuer E | 2387
August 15, 2016 September 20, 2016 Customer E Issuer F 1716
August 15, 2016 September 20, 2016 Customer E Issuer F 1717
January 11, 2017 January 25, 2017 Customer F Issuer E 2427
January 12, 2017 January 25, 2017 Customer G Issuer E 2508
January 27, 2017 February 6, 2017 Customer H and Issuer G | []25047

Customer |

JTWROS
January 31, 2017 February 6, 2017 Customer J Issuer D | 2065
March 23, 2017 March 29, 2017 Customer A Issuer H | 4674
May 3, 2017 June 5, 2017 Customer F Issuer E 2471
May 3, 2017 June 5, 2017 Customer K Issuer E 2509




May 3, 2017 June 5, 2017 Customer L Issuer E 2426
May 3, 2017 June 5, 2017 Customer G Issuer E 2528
May 26, 2017 June 5, 2017 Customer M Issuer E 2525
July 26, 2017 August 24, 2017 Customer N Issuer E 2526
August 24, 2017 November 6, 2017 Customer O Issuer | 880

September 22, 2017 | October 16, 2017 Customer A Issuer J 3268
October 6, 2017 October 16, 2017 Customer P Issuer J 3277
May 16, 2018 May 22, 2018 Customer A Issuer | [122
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DOE V. FUSION ANALYTICS SECURITIES, LLC

DISCIP. NO. 2018058871601

TABLE B
DATE ACTUAL NET DEFICIENCY
CAPITAL

Tuesday, September 30, 2014 $56,945 $193,055
Wednesday, December 31, 2014 $16,848 $233,152
Tuesday, March 31, 2015 $55,275 $194,725
Tuesday, June 30, 2015 $38,162 $211,838
Wednesday, September 30, 2015 $43,591 $206,409
Thursday, December 31, 2015 $106,798 $143,202
Thursday, March 31, 2016 $55,654 $194,346
Thursday, June 30, 2016 $60,403 $189,597
Wednesday, August 31, 2016 $61,703 $188,297
Friday, September 30, 2016 $51,356 $198,644
Wednesday, January 11, 2017 $45,196 $204,804
Thursday, January 12, 2017 $47,485 $202,515
Tuesday, January 24, 2017 $67,174 $182,826
Tuesday, January 31, 2017 $27,058 $222,942
Friday, February 3, 2017 $18,263 $231,737
Friday, March 31, 2017 ($11,977) $261,977
Friday, May 19, 2017 ($53,758) $303,758
Wednesday, May 31, 2017 ($66,310) $316,310
Friday, June 30, 2017 $25,578 $224,422
Wednesday, July 26, 2017 ($76,974) $326,974
Monday, July 31, 2017 ($94,825) $344,825
Wednesday, August 22, 2017 ($212,282) $462,282
Monday, October 9, 2017 ($301,606) $551,606
Tuesday, October 31, 2017 ($328,892) $578,892
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