NASD

LETTER OF ACCEPTANCE, WAIVER AND CONSENT .
NO. 2005 00//802.0/ ’1‘2;3\

TO: Department of Enforcement

NASD

RE: Steven W. Grossman, Respondent
CRD No. 2306258

Pursuant to Rule 9216 of NASD Code of Procedure, Steven W. Grossman submits this Letter of
Acceptance, Waiver and Consent (“AWC”) for the purpose of proposing a settlement of the
alleged rule violations described in Part Il below. This AWC is submitted on the condition that,
if accepted, NASD will not bring any future actions against me alleging violations based on the

same factuai findings.
I understand 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 Adjndicatory Council (“NAC”) Review Subcommittee or Office of
Disciplinary Affairs (“ODA™), pursuant to NASD Rule 9216;

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

If accepted:

a.

this AWC will become part of my permanent disciplinary record and may
be considered in any future actions brought by NASD or any other
regulator against me;

this AWC will be made available through NASD's public disclosure
program in response to public inquiries about my disciplinary record;

NASD may make 2 public announcement concerning this agreement and
the subject matter thereof in accordance with NASD Rule 8310 and IM-
§310-2; and

I may not take any action or make or permit to be made any public
statemnent, including in regulatory filings or otherwise, denying, directly or
indirectly, any finding in this AWC or create the impression that the AWC
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is without factual basis. Nothing in this provision affects my testimonial
obligations or right to take legal or factual positions in litigation or other
legal proceedings in which NASD is not a party.

I also understand that my experience in the securities industry and disciplinary history may be
factors that will be considered in deciding whether to accept this AWC, That experience and
history are as follows:

Grossman first became registered with NASD as a General Securities
Representative on March 16, 1993 through a member firm. On May 2, 1997,
Grossman became registered with NASD as a General Securities Representative
through former member firm Gruntal & Co., L.L.C. In April 2002, the Gruntal
branch office in which Grossman worked was acquired by member firrn Ryan
Beck & Co. Accordingly, on April 29, 2002, Grossman became registered with
Ryan Beck as a General Securities Representative. On March 7, 2005, Ryan
Beck filed a Form U5 on Grossman’s behalf disclosing that he was discharged on
February 28, 2005. Grossman is presently registered with NASD as a General
Securities Representative through member firm Investors Capital Corp.

On April 27, 2006, the State of Montana permanently revoked Grossman’s
securities registration and license, imposed a permanent ban against any future
attempt to apply for licensing and registration in that state, and fined Grossman
$225,000 for fraud, misrepresentations and omissions, unauthorized trading,
churning, unsuitable trading and excessive fees. On December 22, 2006, the State
of New Jersey permanently revoked Grossman’s securities license based on the
revocation of his license in the State of Montana,
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WAIVER OF PROCEDURAL RIGHTS

I specifically and voluntarily waive the following rights granted under NASD's Code of
Procedure:

A To have a Formal Complaint issued specifying the allegations against me;

B. To be notified of the Formal 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

issued; and
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D. To appeal any such decision to the NAC and then to the U.S. Securities and
Exchange Commission and a U.8, Court of Appeals.

Further, 1 specificaily and voluntarily waive any right to claim 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 terms and conditions of this AWC, or other
consideration of this AWC, including acceptance or rejection of this AWC.

I further specifically and voluntarily watve 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 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.

1L

ACCEPTANCE AND CONSENT

A, I bereby accept and consent, without admitting or denying the findings, and solely
for the purposes of this proceeding and any other proceeding brought by or on
behalf of NASD, or to which NASD is a party, prior to a hearing and without an
adjudication of any issue of law or fact, to the entry of the following findings by

NASD:

From May 2002 through June 2004, Grossman, while exercising control
over multiple accounts belonging to Ryan Beck customers LA and DA,
and while acting with the requisite scienter, excessively traded those
accounts. In each of the accounts, the commission-to-equity ratios were in
excess of 30%. Based on the foregoing, Grossman churned these accounts
in violation of Section 10(b) of the Securities Exchange Act of 1934 and
Rule 10b-5 thereunder, NASD Conduct Rules 2120 and 2110 and IM-
2310-2,

From May 2002 through June 2004, while exercising control over multiple
accounts belonging to Ryan Beck customners LA and DA, Grossman
recommended securities transactions to them without having reasonable
grounds for believing that such transactions were suitable for them in view
of the size and frequency of the transactions, the nature of the accounts,
and the customers’ financial situation, investment objectives and needs.
Specifically, Grossman engaged in unsuitable excessive trading in the
accounts. As noted above, this trading resulted in commission-ta-equity
ratios in excess of 30% in each of the accounts, Grossman also engaged in
unsuitable short-term trading of long-term investment products such as
mutnal funds and unit investment trusts. Based on the foregoing,




Grossman violated NASD Conduct Rules 2310 and 2110 and IM-2310-2.

* In March 2004, Grossman altered a Ryan Beck record relating to a joint
account of customers LA and DA, Specifically, he deleted certain
securities positions from the customers’ 2002 Form 1099 and provided the
altered document to the customers’ accountant in violation of NASD
Conduet Rule 2110 and IM-2310-2,

* In 2003, Grossman created a schedule of gains and losses for an account
belonging to customers LA and DA which contained false information
about, inter alia, closing proceeds and realized loss amounts. Grossman
then provided that information to the custemers in violation of NASD
Condust Rule 2110 and TM-2310-2,

B. 1 also consent to the imposition, at a maximum, of the following sanctions:
» A bar from association with any NASD member in any capacity.

The sanctions imposed herein shall be effective on a date set by NASD staff.
Pursuant to IM-8310-2(f), a bar or expulsion shall become effective upon
approval or acceptance of this AWC by the NAC,

111,
OTHER MATTERS

I understand that if I am barred or suspended from associating with any NASD
member, I become subject to a statutory disqualification as that term is defined in
Section 3(a)(39) of the Securities Exchange Act of 1934, as amended.
Accordingly, I may not be associated with any NASD member in any capacity,
including clerical or ministerial functions, during the period of the bar or
suspension. (See NASD Rule 8310 and IM-8310-1.}

1 certify that I have read and understand all of the provisions of this AWC and have been givena
full opportunity to ask questions about it, and that no offer, threat, inducement, ot promise of any
kind, other thao the terms set forth herein, has been made to induce me to submit it.
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Steven @‘./Grossman




erald Kows?
Counsel for Grossman

Marshall, Dennehey, Warner, Coleman & Goggin
1845 Walnut Street

Philadelphia, Pennsylvania 19103-4797

(215) 575-2831

Agcepted by NASD:

6 / {{/ M 7 Signed on behalf of the

Date Director of ODA, by delegated autharity

onathan M. Prytherch
Senior Regional Attorney

NASD Departinent of Enforcement
581 Main Street, 7" Floor
Woodbridge, New Jersey 07095
(732) 596-2078

NASD District Director

Gary K, Lisbowitz

Senior Vice President

NASD, District 9B

581 Main Street, 7™ Floor
Woodbridge, New Jersey 07095
(732) 596-2000




