ADMINISTRATIVE PROCEEDING
BEFORE THE
SECURITIES COMMISSIONER OF SOUTH CAROLINA

In the matter of )
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CONSENT ORDER

WHEREAS, state regulators from multiple jurisdictions, led by Nevada, Maine and
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Commission alleges constitutes a violation of its duty to establish and maintain adequate
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Carolina and the Securities Commission’s investigation through the offer of a settlement which
is memorialized by this Consent Order;
WHEREAS, LPL, as part of this settlement, agrees to comply with all state and federal

securities laws; and
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a. the particular REIT’s prospectus standards;
b. a state’s concentration limits (if applicable); or
c. LPL’s Alternative Investment Guidelines.
11.  During the time period from and including January 1, 2008 through December 31,
2013, LPL processed over 2,000 transactions in various jurisdictions that were sold in excess of
the REIT’s prospectus standards, various state concentration limits or LPL’s Alternative
Investment Guidelines.

12. LPL’s internal review of its non-traded REIT Sales Transactions identified the

date, amount of transaction, account number, product, client name, client age, state of residence
at the time of the transaction, annual income, net worth, liquid net worth, total alternative
investments, total non-traded REIT investments, and percentage of total alternative investments
to the investor’s liquid net worth.

13. Beginning in calendar year 2013, LPL began contacting certain states and
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II. CONCLUSIONS OF LAW
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implement an adequate supervisory system regarding the sale of non-traded REITs that was
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including applicable Financial Industry Regulatory Authority (“FINRA”) rules. Further, pursuant
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required to enforce its written procedures regarding the sale of non-traded REITs.

16. Based upon the above facts, from and including January 1, 2008 through December
31, 2013, LPL failed to implement an adequate supervisory system that was reasonably designed
to achieve compliance with the South Carolina Securities Act regarding its sale, through South
Carolina representatives, of non-traded REITs.

17. From and including January 1, 2008 through December 31, 2013, LPL failed to
enforce its written procedures to supervise the activities of its registered representatives in
violation of the South Carolina Secuﬁties Act.

18.  As a result, this Consent Order and the following relief is appropriate and in the

public interest.



2. LPL shall offer to remediate' losses for all non-traded REITs sold by LPL to LPL

Carolina residents at the time they purchased the non-traded REIT (regardless of whether the
shares of the non-traded REIT are presently held in an LPL account or the individual or entity no
longer resides in South Carolina) (“South Carolina Investors”) that exceeded any of the
following:

a. Those transactioﬂs made which exceeded or were inconsistent with a non-
traded REIT prospectus-prescribed minimum net worth or annual income
standard;

b. Those transactions in which the principal invested amount exceeded

[.P1.2s Alternative Tnvestment Guidelines: or o

c. Those transactions which were processed inconsistent with LPL’s policies
and procedures, including LPL’s Compliance Manual and Written
Supervisory Procedures (a, b, and c referred to jointly as “South Carolina
Investor Sales Transactions™).

3. LPL shall create a team of individuals who are primarily dedicated to assisting South
Carolina Investors with LPL’s remediation of South Carolina Investor Sales Transactions
(“Claim Team™). The Claim Team shall establish a dedicated phone number and be the central
point of contact for any client or former client seeking information about a non-traded REIT

Sales Transaction during the relevant time period, and for any South Carolina Investor making

! The term “remediation” or “remediate” with respect to the offers contemplated herein shall be based on a

methodology as agreed to by the representative designated by the North American Securities Administrators
Association that takes into account, singularly or in any combination, the following:
(i) non-traded REIT shares still held;

(i) nrevionelv eold or redeemed non-traded RFEIT <hares:
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representative or representatives designated by the North American Securities Administrators

Association (“NASAA™ (the “NASAA_Revresentative™) ¢ the Claim Team js na .
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4. LPL or its designee shall send an offer of remediation to eligible South Carolina
Investors with South Carolina Investor Sales Transactions (“Offer Letter”). Copies of the Offer
Letters sent to eligible South Carolina Investors or, in the alternative, one copy of any master
letter(s) sent to eligible South Carolina Investors and a listing or spreadsheet identifying the
names, addresses, and all other information specific to the South Carolina Investor receiving
each master letter, broken down by master letter, shall be sent to the Deputy Securities
Commissioner for the State of South Carolina, Tracy Meyers, within 30 days after the

independent third party releases its final report as described in paragraph 13 below.

The offer communicated in the Offer Letter shall remain oven for ninety (90) davs from




and agreeing to offset any additional claims relating to identified transactions by the amount
received by this Consent Order. In addition, South Carolina Investors who choose to accept the

offer of remediation must agree to tender their existing shares in the non-traded REIT giving rise
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LPL.2 The offer of remediation shall be in the form of a credit to an existing LPL account or a
check as elected by existing LPL clients or a check for former LPL clients.
5. All eligible South Carolina Investor Sales Transactions described above shall be given
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6. LPL shall provide to South Carolina the most recent contact information for each
South Carolina Investor.

7. Within forty-five (45) days of the expiration of the offer communicated in the Offer
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c. Identification of all claims made to LPL;

d. Identification of any claim denied by LPL; and

e. Dates, amounts, and methods of the transfer of funds for all payments of
—

9. In addition to making offers to eligible South Carolina investors as set forth above, LPL
shall pay the Division’s investigative and other costs associated with this investigation, as well as
a reduced civil penalty which takes into consideration LPL’s offer to remediate client losses
resulting from its supervisory systems issues noted above, as well as LPL’s cooperation in this
matter. The total amount of the monies to be paid are eighty thousand dollars ($80,000.00),
which shall be paid within ten (10) business days of the entry of this Consent Order.

10. At the request of LPL, South Carolina may extend, for good cause shown, any of the

procedural dates set forth above.

11. LPL agrees that it shall not seek or acceot. directly or indirectlv. reimbursement or

insurance policy, with regard to the penalty amount that LPL shall pay pursuant to Paragraph 9

of this Order.
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