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1 Exchange Commission
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REPORT OF INVESTIGATION
UNITED STATES SECURITIES AND EXCHANGE COMMISSION
OFFICE OF INSPECTOR GENERAL

Case No. 01G-526

Investigation of the SEC's Response to Concerns
Regarding Robert Allen Stanford’s Alleged Ponzi Scheme

March 31,2010

Cror nereCToR GERRRAL SEC monitor: Only
Case No. OIG-505 1 '
. slam-dunk' enforcement
Ry 201 cases were encouraged
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State Examinations

IAVH 0

Table? - Frequency of State Tovescment Virtually all sta!tes 94 A;_) copduct .
Advizer Examinations Investment Adviser examinations on-site

at the Investment Adviser’s principal place

of business on a “routine” or non-cause

B Mo Formal Cyele . . .

01 Y. Cyele basis. These examinations are often

W2Yr Cyde initiated within the first two years of a

O3 Yr. Cyde q 0 . . »”
W4 Yr. Cyde firm’s registration.

O%%Yr, Cyee
O6Yr. Cyee

Source: NASAA Report, 2011

MARKETCOUNSEL.

The Advisers Advisor



Examination Trends MarketCounsel | du jour

o SEC Examinations L

o Limited Scope I
o Full Scope
o For Cause

EXAMINATION REQUEST LIST
LIST OF BOOKS AND RECORDS REQUESTED FOR REVIEW

th numbers on the request form,
briefly wry it is not applieable

information should be separately compiled and
ll:nimn ot spplicable plesc indicate by marking N/A and el

o Sweeps
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e
zement, tzade execution, back information techuelogy, ant-maney
lzandering, and marketing.

o State examinations vary by state [ ——

Al

k management, control and compliance pr

o procedures used in achieving the

TWe request hat sou provide a writien narrative detailing Registrant’s system of internal contral
processes for each area. We also request dhat Registrant include an explanation of documentation
provided and hovw it is wsed in the internal control process.

a. Portéolio mana, dacii
‘memerands

o Uptick in risk-based examinations Se—

s ncuned n maint

Registrant’s brokerage ana
t with mximizing the valne of

accounts of P05 and blocked and ero:

+ and consistent with disclosures
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Areas of Focus

o o o o o o o o o O

Social media

Insider trading

Hedge funds

Valuation

Conflicts of interest

Portfolio management

Performance and advertising issues
Asset verification

Risk governance

Business continuity/disaster recovery
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Social Media

ination Risk Alert R
. Examination of social m
5 SEC Nathnf‘l. and procedures related to the use
o Adopt policies

o Testimonials
o Recordkeeping

o Massachusetts Letter

o FINRA Guidance

10
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o Permission

o Monitoring

o Retention
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MalBanc

Domen "“@’ Sample Electronic Media Policy and Procedures

Electronic Media Policy

Personnel of <<COMPANY NAME>> (the “Firm’) are prohibited from establishing, maintaining, contributing
to or communicating through any website, blog, chat room or other social media resource (including but
not limited to Facebook, Twitter, Linkedin and YouTube) (together “Electronic Media’) that includes content
relating to the Firm's business without prior approval from the Chief Compliance Officer.

In determining whether to allow firm personnel to use Electronic Media, the Chief Compliance Officer will
first determine whether the Electronic Media can be properly monitored for supervision purposes and that
the communications can be properly retained. This includes communications sent and received through
Electronic Media.

When reviewing Electronic Media communications by personnel, the Chief Compliance Officer should
determine whether the Electronic Media will be characterized as an advertisement under the Rules. Where
the Chief Compliance Officer determines that the Elecironic Media s advertsing, corresponding malerils
should be reviewed pursuant to the Firm's proced ing found in

In addition to determining whether the Firm can properly monitor and retain communications through
Electronic Media, the Chief Compliance Officer will determine whether permission should be given to the
particular personnel making the request. The Chief Compliance Officer will consider the particular risks
of the Electronic Media requested, as well as each personnel's experience and past history with regard to
complying with communication policies.

Electronic Media Procedures

The Firm has implemented these procedures with regard to determining if and how personnel can engage
in the use of Electronic Media.

Permission: All personnel must receive prior permission regarding the use of a particular Electronic Media
site for business purposes. The request must include at least the following:

. A iption of the site to be used
as the URL of the site.

* Adetailed description of the features the personnel intends to use for business purposes.

+ A description of why the personnel believes that permission should be granted. This should include a
description of the experience with i and advertising compliance as well as
why the Electronic Media will be beneficial to the Firm.

for Facebook, Linkedln, Twitter or YouTube) as well

MaiBanc

Messaging °°""“'"“@| Sample Electronic Media Policy and Procedures

Monitoring: The Firm will monitor all communications (sent, received, or otherwise posted) by personnel
through the Electronic Media site.

‘The Firm has engaged MailBanc, a division of MarketCounsel, to monitor Electronic Media communications.
MailBanc provides enterprise-class compliance solutions to caplure, retain and monitor electronic
communications.  MailBanc receives social media activiy feeds from Facebook, Linkedin and Twitter via
the API (appli ing interface). This all to use any method or medium to publish
to those sites, while ensuring that the Firm will still archive and monitor the activity. MailBanc’s archiving
solution enables the Firm to capture the following Electronic Media content:

+  Facebook profiles and Fan pages, including wall posts, photos, notes, and groups, as well as private

messaging;

Linkedin profiles, status updates, network updates (including private RSS feeds), connections, and
recommendations;

Twitter status updates, mentions, tweets retweeted, and direct messages; and RSS integration for blogs,
blog comments, social and web searches, YouTube and more.

MailBanc stores all of those communications within the same electronic archive as the Firm's email
communications. Upon archiving the communications, MailBanc automatically enforces a proprietary fiter
of keywords and phrases, customized for the Firm (as needed).

To enable archiving of Electronic Media content, personnel must authenticate their social media accounts
through a secure web portal. the privacy issues of account passwords,
y individuals

or used for any other purpose.

Retention: The Firm must retain any communications sent, received or otherwise posted through Electronic
Media. As discussed above, the Firm utilizes MailBanc which stores all Electronic Media content within the
'same archival system as the Firm's email. All data is retained in SAS 70 compliant facilities for a minimum
of six years, in the same manner that the Firm retains emails.

Leam more about MailBanc by visiting com, emailing com or calling
(877) 7GO-BANC.

DISCLAIMER: This policy and is a sample and offered for purposes only. It
legal or regulatory advice. Any person or king to use
thi do 50 only after fits ity with their legal counsel

andlor regulatory compliance consultant and tailoring it to their own specific circumstances and
situation. MarketCounsel assumes no responsibility for damages arising from its use.

©2011 MailBanc. All Rights Reserved

MailBanc is 2 division of MarketCounsel, LLC
version 10282011

©2011 MailBanc. Al Rights Reserved MailBanc is a division of MarketCounsel, LLC

version 10.28.2011
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Test

Organize Formalize

Implement

Monitor
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Organize and Formalize

o Assess areas of risk

o Develop policies and procedures

o Determine clear lines of responsibility and reporting

o Review and revise
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Implement and Train

o Distribution

o New policies
o Changes to existing policies

o Acknowledgement

o New employees

o Ongoing training

MARKETCOUNSELL
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o Proactive risk assessment testing

o Focused Testing

o Annual Review

o Documentation
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Areas to Test

o Scope of policies

o Consistency of policies
o Fee accuracy

o Billing

o Risk profiles

o Best Execution

o Trade allocation

MarketCounsel | du jour

Trade error review

Email

Social media
Business continuity
Data security

Code of ethics
Regulatory filings
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o Lack of process

o Lack of training

o Failures to follow policies and procedures

o Lack of documentation

o Typical deficiencies

®
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Managing the Examination

o Review scope of request letter

o Appoint an examination liaison

o Develop a strategy

o Prepare initial document request

MarketCounsel | du jour

@ Original Artist
Reproduction rights obgainabl
www CartoonStock com

*1 need someonc 1o fill my shoes amd be in
them when the SEC come calling.”
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Managing the Examination

o Conduct the opening meeting
o Maintain a log
o Request closing meeting

o Begin remediation
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Gary D. Davis Jr. serves as Vice President, Practice Management for MarketCounsel.
He is responsible for assisting clients with raising the bar of their operations,
including compliance, through the implementation of industry best practices. Mr.
Davis brings a solid track-record of assisting investment firms with the operational
aspects of growth.

Prior to joining MarketCounsel, Mr. Davis was the Founder and President of
Beneficial Concepts Group, a practice management consulting firm for registered
investment advisers. Previously, he managed the operations, compliance and
investment departments at two financial planning and investment advisory firms. He
has also managed operations for a broker/dealer and has served as a financial
planning analyst.

Mr. Davis received a Masters in Accounting and Financial Management from the
Keller Graduate School of Management, and holds a Bachelor of Science in Financial
Planning from Purdue University. He has also passed the Series 65 exam.

Gary lives with his daughters KayLynn and Ella in central New Jersey.
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