NASD

LETTER OF ACCEPTANCE, WAIVER AND CONSENT _ ..

NO. .C06040042

TO: Department of Enforcement

NASD

RE: Investors Brokerage of Texas, Lid.

Member Firm

CRD No. 13037

Pursuant to Rule 9216 of the NASD Code of Procedure, Investors Brokerage of Texas,
Ltd. (“Respondent"), submits this Letter of Acceptance, Waiver and Consent ("AWC”) for
the purpose of proposing a settiement of the alleged rule violations described in Part li
below. This AWC is submitted on the condition that, if accepted, NASD will not bring
any future actions against Respondent alleging viclations based on the same factual

. findings.

Respondent understands that:

1.

Submission of this AWC is voluntary and will not resolve this matter
unless and until it has been reviewed and accepted by NASD's
Department of Enforcement and National Adjudicatory Council (“NAC”)
pursuant to NASD Rule 9216;

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

If accepted:

a.

this AWG will become part of Respondent’s permanent
disciplinary record and may be considered in any future actions
brought by the NASD or any other regulator against it;

this AWC will be made available through NASD's public disclosure

program in response to public inquiries about Respondent's
disciplinary record;

NASD may make a public announcement concerming this
agreement and the subject matter thereof in accordance with
NASD Rule 8310 and IM-8310-2; and

Respondent may not take any action or make or petmit to be
made any public statement, including in regulatory filings or
otherwise, denying, directly or indirectly, any allegation in this
AWC or create the impression that the AWC is without factual
basis. Nothing in this provision affects Respondent’s testimonial
obiigations or right to take legal positions in litigation in which the
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NASD is not a party.

Respondent also understands that its experience in the securities industry and
disciplinary history may be factors which will be considered in deciding whether to
accept this AWC. That exparience and history are as follows:

Quring all periods mentioned herein, investors Brokerage of Texas, Lid.
was a registered broker dealer with the Securities and Exchange
Commission and a member of the Association, which registration and
membership remain in effect. For the past five years, the firm has not
been the subject of any disciplinary action.

Il
WAIVER OF PROCEDURAL RIGHTS

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

A To hava a Formal Complaint issued specifying the allegations against it;

B. - Tobe notlfled of the Forma! Complaint and have the opportunlty 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 issued; and

D. To appeal any such decision to the NAC and then to the U.S. Securities
and Exchange Commission and a U.S. Count of Appeals.

Further, Respondent specifically and voluntarily waives any right to ¢laim bias or
prejudgment of the General Counsel, the NAC, or any member of the NAC, in
connection with such person’s or body’s participation in discussions regarding the tarms

and conditions of this AWG, 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 Rule 9143 or the separation of functions prohibitions
of Rule 9144, in connaction 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,
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.
ACCEPTANCE AND CONSENT

A. Respondent hereby accepts and consents, without admitting or denying the
allegations, and solely for the purposes of this proceeding, to the entry of the
following findings by NASD:

NASD Conduct Rule 3011, which became effective on April 24, 2002,
requires NASD members to develop and implement a written anti-money
‘laundering program reasonably designed to achieve and monitor compliance
with the requirements of the Bank Secrecy Act, 31 U.S.C. §56311, et seq., and
the regulations promulgated thereunder, NASD issued numerous
communications to its members regarding the requirement to have an anti-
money laundering program and that the requirement applied to all member
firms. Among other things, NASD communicated the requirement in Notice to
Members 02-21 in April 2002 to notify NASD members of this reguirement :
and reiterated this requirement in subsequent Notices to Members 02-47
(August 2002), 02-50 (August 2002), 02-78 (November 2002), 02-80
(Decembar 2002}, and 03-34 (June 2003).

' From April 24, 2002 through March 11, 2004, Investor's Brokerage failed ta
deveiop and implement a written anti- money laundering program reasonably -
designed to achieve and monitor compliance with the requirements of the
Bank Secrecy Act, 31 U.S.C. §5311, et seq., and the reguiations promulgated -
thereunder, in violation of Rule 3011. -

Specifically, among other ways, the firm's AML program was deficient in the
following respects:

t. The program had not been approved in writing by senior managsment

of the firm;

The program did not provide for independent testing;

The program did not designate an AML Compliance Officer;

The program could not reasonably be expected to detect and report

suspicious activity. For example, the program did not adequately

address how “red flags” for money laundering would be handied
shouid they be detected;

5. The program did not adequately establish a Customer ldentification
Program;

6. The program did not have internal controls regarding the freezing of
accounts and prohibiting transactions with persons who are suspected
of terrorist activities pursuant to Executive Order #13224 that was
issued through OFAC;

7. The program did not have internal controls to address the receipt of
currency and the filing of CTR reports and FBAR reports;

8. The program did not have internal controls for the filing of reports for
international transactions; and

el S



Letter of Acceptance, Waiver and Consent
C06040042/Investors Brokerage of Texas, Lid.

9. The program did not have procedures addressing how compliance for
AML would be documented as well as the five year record keeping
requirement.

Such acts, practices, and conduct constitute separate and distinct
violations of NASD Conduct Rules 2110, and 3011 by Respondent
Investors Brokerage of Texas, Ltd.

B. We also consent to the imposition, at a maximum, of the following
sanctions:

A censure and monetary fine of $10,000 against Respondent Investors
Brokerage of Texas, Ltd.

‘The sanctions imposed hersin shall be effective on a date set by the .
‘NASD staff. : o s

I
OTHER MATTERS

A. Respondent understands that it may attach a Cormrective Action Statement
to this AWC which 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 NASD, nor does it refiect the views of NASD or its staff.

B. Respondent agrees to pay any monetary sanctions imposed on it upon
re-entry as noted above and have attached an Election of Payment form
showing the method by which it proposes to pay any fine imposed.

C. Respondent specifically and voluntarily waives any right to claim that it is
unable to pay, now or at any tima hereafter, any monetary sanction
imposed in this matter,
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Respondent certifiss that it has read and understands all of the provisions of this AWC .

and has been given a full opportunity to ask quastions about it, and that no offer, threat,
inducement, or promise of any kind, other than the terms set forth herein, has been

made to induce Respondent to submit it. Vo

Investors Brokerage of Texas, Ltd.
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Reviewed by:

Counsel for Respondent

Accepted by NASD:
/2 /\Jm /Mal/ -—'ﬂ%% %’LL
Date Virginia F. A Jans

Assoclate Vice President and Dlstrsct Director

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




