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RE:
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Department of Enforcement
Financial Industry Regulatory Authority (FINRA)

MML Investors Services, LLC (Respondent)
Member Firm
CRD No. 10409

Pursuant to FINRA Rule 9216, Respondent MML Investors Services, LLC submits this Letter of
Acceptance, Waiver, and Consent (AWC) for the purpose of proposing a settlement of the
alleged rule violations described below. This AWC is submitted on the condition that, if
accepted, FINRA will not bring any future actions against Respondent alleging violations based
on the same factual findings described in this AWC.

I.

ACCEPTANCE AND CONSENT

Respondent accepts and consents to the following findings by FINRA without admitting
or denying them:

BACKGROUND

MML Investors Services, LLC is based in Springfield, Massachusetts and has been a
FINRA member since 1982. It provides investment banking, brokerage, advisory, and
other financial services. The firm employs approximately 7,100 registered representatives
operating from over 1,300 branches.

OVERVIEW

From March 2017 through April 2020, MML’s supervisory system, including written
supervisory procedures, was not reasonably designed to achieve compliance with the
firm’s obligation to supervise consolidated reports. The firm failed to reasonably
supervise the process of its representatives creating consolidated reports including the
manual entry of account information using a third-party reporting system. MML also
failed to detect red flags indicating that one of its registered representatives was entering
fictitious brokerage accounts purportedly held at MML into the consolidated reporting
system. Therefore, the firm violated FINRA Rules 3110 and 2010.

! For more information about the firm, including prior regulatory events, visit BrokerCheck® at
www finra.org/brokercheck.



FACTS AND VIOLATIVE CONDUCT

This matter originated from an investigation into the circumstances of the firm’s
termination of a representative who was creating and disseminating false consolidated
reports.

A consolidated report combines information about a customer’s financial holdings,
including assets held away from the firm. In April 2010, FINRA issued Regulatory
Notice 10-19, which reminded firms that unless “rigorously supervised,” consolidated
reports can “raise a number of regulatory concerns, including the potential for
communicating inaccurate, confusing, or misleading information to customers, lapses in
supervisory controls, and the use of these reports for fraudulent or unethical purposes.”
RN 10-19 stated that consolidated reports “can create a misconception that the firm
produced or verified all of the data” contained in the reports, “including the valuation of
assets held away” from the firm. RN 10-19 also provided that “[a]ny firm that cannot
properly supervise the dissemination of consolidated reports by its registered
representatives must prohibit the dissemination of those reports and take necessary steps
to ensure that its registered representatives comply with this prohibition.”

FINRA Rule 3110(a) requires a member firm to establish and maintain a system
to supervise the activities of each associated person that is reasonably designed to
achieve compliance with applicable securities laws and regulations, and with
applicable FINRA rules. The duty to supervise under Rule 3110 also includes the
responsibility to reasonably investigate red flags that suggest that misconduct may
be occurring and to act upon the results of such investigation.

FINRA Rule 3110(b) requires a member firm to establish, maintain, and enforce
written procedures to supervise the types of business in which it engages and the
activities of its associated persons that are reasonably designed to achieve
compliance with applicable securities laws and regulations, and with applicable
FINRA rules.

A violation of FINRA Rule 3110 also constitutes a violation of FINRA

Rule 2010, which requires member firms, in the conduct of their business, to
“observe high standards of commercial honor and just and equitable principles of
trade.”

MML used an online platform provided by a third-party vendor to provide consolidated
reports to customers. The platform automatically populated information from MML and
third-party accounts into the consolidated reports and also permitted manual entries by
registered representatives. In March 2017, MML made the consolidated reporting system
available to its registered representatives. Thousands of its representatives and customers
used the system, which was accessed online by customers over a million times from
March 2017 to April 2020.

MML’s consolidated reporting system was designed to automatically aggregate account
information. In instances where a representative wanted to manually add account



information, MML’s written procedures required the representative to upload supporting
documentation for the manual entry or, if they were not able to do so, to provide an
explanation to support any manually-added valuations. While the firm trained its
supervisors and provided resources on consolidated statements including how to review
manual account entries, MML’s procedures did not require supervisors to check whether
representatives were complying with the procedures requiring that a representative
upload supporting documentation or provide support for any manual entry to the system.
In practice, the firm relied on representatives to voluntarily comply with these
requirements. In addition, MML had no system to alert supervisors that registered
representatives had made manual entries or had failed to upload support or explanations
for manually-entered valuations.

Further, while MML’s procedures required supervisors to review draft reports before they
were made available to customers, this review did not include any verification of
manually entered assets, and MML had no system to alert supervisors if registered
representatives made brokerage account information available to customers online
through the consolidated reporting system prior to supervisory review.

In addition, during the period November 2018 to January 2019 one of the firm’s
representatives manually entered false brokerage account information into the
consolidated reporting system for three related customers, failed to provide supporting
documentation for the manual entries as required, and did not create draft reports for
supervisory review, posting instead the falsified account information related to a fictitious
account for customer viewing directly to the system.? Further, brokerage account
information for MML accounts was automatically fed into the system so there was no
reason to manually enter it. The firm failed to detect that the representative was using
falsified data and fictitious accounts because it did not review manual account entries as
required. MML compensated the customers for damages related to the representative’s
actions.

Beginning in April 2020, MML made improvements to its supervisory system to address
these issues.

By failing to establish, maintain and enforce a supervisory system reasonably designed to
achieve compliance with applicable FINRA rules concerning consolidated reports, MML
violated FINRA Rules 3110 and 2010.

B. Respondent also consents to the imposition of the following sanctions:
= a censure; and
. a $700,000 fine.

Respondent agrees to pay the monetary sanction upon notice that this AWC has been
accepted and that such payment is due and payable. Respondent has submitted an

2 The representative, who had been promptly terminated by the firm, was barred by FINRA in 2021.
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Election of Payment form showing the method by which it proposes to pay the fine
imposed.

Respondent specifically and voluntarily waives any right to claim an inability to pay, now

or at any time after the execution of this AWC, the monetary sanction imposed in this
matter.

The sanctions imposed in this AWC shall be effective on a date set by FINRA.

I1.

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 notified of the complaint and have the opportunity to answer the allegations
in writing;

C. To defend against 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
1ssued; and

D. To appeal 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, 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 its acceptance or rejection.

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
its acceptance or rejection.



I11.

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 Subcommittee of
the NAC, or the Office of Disciplinary Affairs (ODA), pursuant to FINRA Rule
9216;

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

If accepted:
1. 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;

3. FINRA may make a public announcement concerning this agreement and
its subject matter in accordance with FINRA Rule 8313; and
4. Respondent may not take any action or make or permit to be made any

public statement, including in regulatory filings or otherwise, denying,
directly or indirectly, 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 right to take legal or factual
positions in litigation or other legal proceedings in which FINRA is not a
party. Nothing in this provision affects Respondent’s testimonial
obligations in any litigation or other legal proceedings.

Respondent may attach a corrective action statement to this AWC that is a
statement of demonstrable corrective steps 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 statement. This statement does not
constitute factual or legal findings by FINRA, nor does it reflect the views of
FINRA.

The undersigned, on behalf of Respondent, certifies that a person duly authorized to act on
Respondent’s behalf has read and understands all of the provisions of this AWC and has been
given a full opportunity to ask questions about it; that Respondent has agreed to the AWC’s
provisions voluntarily; and that no offer, threat, inducement, or promise of any kind, other than
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the terms set forth in this AWC and the prospect of avoiding the issuance of a complaint, has
been made to induce Respondent to submit this AWC.

November 11, 2024 \JOD”¢¥_§%__\

Date MML Investors Services, LLC
Respondent

Vaughn Bowman
Print Name:
Head of MassMutual wealth Management

Title:

Reviewed by:

ﬂww’ Franudla

Amy Francella

Counsel for Respondent

Mass Mutual, Head Counsel, BD/IA Practice Group
10 Fan Pier Boulevard

Boston, MA 02210

Accepted by FINRA:

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

November 19, 2024 W “K’W\/CXMAAI

Date Maya Krugman
Senior Counsel
FINRA
Department of Enforcement
200 Liberty Street
New York, NY 10821






