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&
OFFICE OF HEARING OFFICERS g ”

DEPARTMENT OF ENFORCEMENT,
COMPLAINANT,
DisSCIPLINARY PROCEEDING
Louis M. NoLro (CRD No. 2439250), No. 2005001698202
RESPONDENT.
COMPLAINT

The Department of Enforcement (the “Department”) alleges:

1. Louis M. Nolfo (“Nolfo” or “Respondent”) became registered with FINRA (fk/a

NASD) as a Series 7 general securities representative on February 17, 1994, On
June 14, 1994, Nolfo obtained his Series 63 license and on February 10, 2004, he
obtained his Series 24 general securities principal license.

. Between July 1953 and July 2006, Nolfo was associated with various FINRA
member firms.

. From January 17, 2003 through July 24, 2006, Nolfo was asseciated with
GunnAllen Financial, Inc. (“GunnAllen™).

. On July 24, 2006, GunnAllen filed a Form U5 on behalf of Nolfo terminating his

association with that firm as of that date,
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5. Noifo is not currently associated with any FINRA member firm but is still within
the jurisdiction of FINRA. pursuvant to Article V, Section 4 of FINRA’s By-Laws.

SUMMARY

. This complaint alleges that: (1) Nolfo exercised control over the accounts of two
customers, churned the accounts of those customers and effected numerous and
excessive securities transactions in the accounts; (2) Nolfo used unsuitable levels of
margin in one of the two accounts, in a manner that was reckless and inconsistent
with the customer’s objectives, financial situation and needs; and (3) Nolfo, while
acting in a supervisory role as a Series 24 general securities principal, failed to
adequately and propetrly supervise the trading activity of a registered representative.
As a result of the foregoing, Nolfo violated NASD Conduct Rules 2110, 2120, 2310
and 3010 and IM-2310-2 as well as Section 10(b) of the Exchange Act of 1934 and
Rule 10b-5 thereunder.

FIRST CAUSE OF ACTION
CHURNING

(VIOLATIONS 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)

CUSTOMER PM
. The Department realieges and incorporates by reference paragraphs 1 through 6,

above.

. Inor about June 2004, PM received an unsolicited telephone call from Noifo and

agreed to open a securities brokerage account with GuanAllen.

. Nolfo was the registered representative for PM’s account.




10. At the time PM opened his account at GunnAllen, he was approximately 62 years

old and retired with an annual income of $50,000 to $60,000.

11. PM’s account was initially funded with the deposit of $3,058.95 in cash with

subsequent deposits totaling $44,558.95.

12. PM’s investment objective was to grow the account through conservative, long term

investments.
13. PM relied on Nolfo to make appropriate investment decisions in the account.

14. At various times between October 2004 and April 2005, Nolfo exercised control
over PM’s account and effected or caused to be effected approximately 133
transactions in PM’s account, as more fully detailed in Schedule A to this

Complaint and incorporated herein by reference.

15. The transactions referred to in paragraph 14 above were excessive, resulting in
monthly purchases of approximately $1.8 million, while the average monthly equity

in the account was approximately $14,424,

16. Nolfo’s frading in PM’s account, from about October 2004 through about April
2005, generated an Annualized Turnover Ratio of approximately 218, an
Annualized Commission-to-Equity Ratio (converted to a percentage) of
approximately 498%, and an Annualized Cost-to-Equity Ratio (converted to a
percentage) of approximately 503%. Accordingly, PM would have had to eam an

annual refurn in the account of nearly 503% just to break even.

17. Additionally, PM paid approximately $41,942 in commissions and sustained losses

of approximately $39,930, nearly 90% of his investment.




18. As part of his course of conduct, Nolfo, in connection with the purchase or sale of
securities, directly or indirectly, by the use of the means or instrumentalities of
interstate commerce, or of the mails, or of any facility of any national securities
exchange, knowingly or recklessly: employed devices, schemes or artifices to
defraud; made untrue statements of material facts or omitted to state material facts
necessary in order to make the statements made, in the light of the circumstances
unde_r which they were made, not misleading; engaged in acts, practices, or courses
of business which operated or would operate as a fraud or deceit upon any person;
or effected transactions in, or induced the purchase or sale of, any security by

means of any manipulative, deceptive or other fraudulent device or contrivance.

19. By reason of the foregoing, Nolfo violated Section 10(b) of the Securities Exchange
Act of 1934 and Rule 10b-5 thereunder, NASD Conduct Rules 2110 and 2120 and
IM-2310-2.

SECOND CAUSE OF ACTION
EXCESSIVE TRADING AND USE OF UNSUITABLE LEVELS OF MARGIN
(V1IoLATION OF NASD CONDUCT RULES 2110 AND 2310 AND IM-2310-2)

CUSTOMER PM
20. The Department realleges and incorporates by reference paragraphs 1 throngh 19,

above,

21. At various times between October 2004 through April 2005, Nolfo, while
exercising effective control over PM’s account, recommended to PM approximately
133 securities transactions involving equities, as more fully detailed on Schedule A
to this Complaint and incorporated herein by reference, without having reasonable

grounds for believing that such transactions were suitable for PM in view of the size




23.

24.

25.

26.

and frequency of the transactions, the nature of the account and PM’s financial

situation, investment objectives and needs.

. The transactions referred to in paragraph 21 were excessive, resulting in total

monthly purchases of approximately $1.8 million, while the average monthly equity
in the account was approximately $14,424.

Nolfo’s trading activity in PM’s account, from in about Qctober 2004 through about
April 2005, generated an Annualized Turnover Ratio of approximately 218, an
Annualized Commission-to-Equity Ratio (converted to a percentage) of
approximately 498%, and an Annualized Cost-to-Equity Ratio (converted to a
percentage) of approximately 503%. Accordingly, PM would have had to earn an

annual return in the account of 503% just to break even.

Many of the transactions referred to in paragraph 21 above were effected through
the excessive use of margin and resulted in PM incurring additional costs in the
form of margin interest. In fact, on October 31, 2004, PM’s account had a margin
balance of approximately $43,038 while the account’s equity that month was
approximately $23,246.

The margin utilized by Nolfo in PM’s account was unsuitable for PM in view of the
size and the nature of the acconnt and PM’s financial situation and needs.

By reason of the foregoing, Nolfo violated NASD Conduct Rules 2310 and 2110

and IM-2310-2.




THIRD CAUSE OF ACTION
CHURNING

(VIOLATIONS OF SECTION 10(b) OF THE SECURITIES EXCHANGE ACT OF 1934 AND
RULE 10b-5 THEREUNDER, NASD CoONDUCT RULES 2120 AND 2110 AND IM-2310-2)

CusToMER DM
27. The Depariment realleges and incorporates by reference paragraphs 1 through 26,

above.

28. In or about January 2004 DM received an uwnsolicited telephone call from an
individual at GunnAilen and agreed to open a securities brokerage account at

GunnAllen.
29. Nolfo was the registered representative assigned to DM’s account.

30. At the time DM opened his account, he was approximately 62 years old and was

retired.
31. DM’s stated investment objective was growth and his risk tolerance was moderate.

32. At various times between January 2004 and June 2004, Nolfo exercised control
over and effected numerous and excessive securities transactions in the account of

DM in a manner that was inconsistent with DM’s objectives.

33. At various times between Jannary 2004 and June 2004, Nolfo exercised control
over DM’s account and effected or caused to be effected approximately 77
transactions in DM’s account as more fully detailed in Schedule B to this Complaint

and incorporated herein by reference.

34. The transactions referred to in paragraph 33 were excessive, resulting in total
monthly purchases of approximately $3,951,493 while the average monthly equity

was approximately $61,627.




35. Nolfo’s trading in DM’s account generated an Annualized Turnover Ratio of
approximately 128, an Annualized Commission-to-Equity Ratio (converted to a
percentage) of approximately 271% and an Annualized Cost-to-Equity Ratio
(converted to a percentage) of approximatety 274%. Accordingly, DM would have

had to earn an annual return in the account of 274% just to break even.

36. Additionally, Nolfo’s activity in DM’s account generated commissions totaling

approximately $83,411 and losses totaling approximately $224,607.

37. As part of his course of conduct, Nolfo, in connection with the purchase or sale of
securities, directly or indirectly, by the use of the means or instrumentalities of
interstate commerce, or of the mails, or of any facility of any national securities
exchange, knowingly or recklessly: employed devices, schemes or artifices to
defraud; made untrue statements of material facts or omitted to state material facts
necessary in order to make the statements made, in light of the circumstances under
which they were made, not misleading; engaged in acts, practices, or courses of
business which operated or would operate as a fraud or deceit upon any person; or
effected transactions in, or induced the purchase or sale of, any security by means

of any manipulative, deceptive or other fraudulent device or contrivance.

38. By reason of the foregoing, Nolfo violated Section 10(b) of the Securities Exchange
Act of 1934 and Rule 10b-5 thereunder, NASD Conduct Rules 2120 and 2110 and

M-2310-2.




FOURTH CAUSE OF ACTION
EXCESSIVE TRADING
(VIOLATION OF NASD CONDUCT RULES 2110 AND 2310 AND IM-2310-2)
CusToOMER DM
39. The Department realleges and incorporates by reference paragraphs 1 through 38,

above,

40. At various ttmes between January 2004 and June 2004, Nolfo, while exercising
control over DM’s account, recommended to DM approximately 77 securities
transactions involving equities, as more fully detailed in Schedule B to this
Complaint and incorporated herein by reference, without having reasonable grounds
for believing that such iransactions were suitable for DM in view of the size and
frequency of the transactions, the nature of the account and DM’s financial

situation, investment objectives and needs.

41. The transactions referred to in paragraph 40 were excessive, resulting in total
monthly purchases of approximately $3,951,493 while the average monthly equity

was approximately $61,627.

42. Nolfo’s trading activity in DM’s account generated an Annualized Turnover Ratio
of approximately 128, an Annualized Commission-to Equity Ratio (converted to a
percentage) of approximately 271%, and an Annualized Cost-to-Equity Ratio
(converted to a percentage) of approximately 274%. Accordingly, DM would have

had to eamn an annual return of 274% just to break even.

43. By reason of the foregoing, Nolfo violated NASD Conduct Rules 2110 and 2310

and IM-2310-2.




FIFTH CAUSE OF ACTION
FAILURE TO SUPERVISE
{(VIOLATION OF NASD CoNDUCT RULES 2110 AND 3010)
44, The Department realleges and incorporates by reference paragraphs 1 through 43,

above.

45. While associated with GunnAllen, Nolfo also served as the firm’s branch office

manager for the firm’s branch located in Boca Raton, Florida.

46. From in or about August 2004 to in or about April 2005, Nolfo was directly
responsible for supervising the trading activity of Randall Ram, a registered

representative employed in GunnAllen’s Boca Raton branch office.

47. At various times between August 2004 to April 2005, Nolfo failed to snpervise
Ram by permitting him to effect excessive transactions in the heavily leveraged
margin account of customer RJ and by not taking reasonable and appropriate

supervisory steps to prevent Ram’s trading activity.

48, At various times between August 2004 and April 2005, Ram exercised discretion
and control over customer RI’s account and effected excessive securities
transactions in the account, using unsuitable levels of margin, in 2 manner that was

inconsistent with the customer’s objectives.

49. Ram’s trading in customer RJ’s account resulted in an Annualized Turnover Ratio
of approximately 175 and an Annualized Cost-to-Equity Ratio (converted to a

percentage) of approximately 519%.

50. Nolfo’s failure to adequately and properly supervise Ram’s trading activity in

customer RI’g account violated NASD Conduct Rules 2110 and 3010,




RELIEF REQUESTED
WHEREFORE, the Department respectfully requests that the Panel:

Al Order that one or more of the sanctions provided under NASD Rule 8310(a) be
imposed, including that the Respondent be required to disgorge fully any and all

ill-gotten gains and/or make full and complete restitution, together with interest.

B. Order that the Respondent bear such costs of proceeding as are deemed fair and

appropriate under the circumstances in accordance with NASD Rule 8330,

FINRA DEPARTMENT OF ENFORCEMENT

Date: January 25, 2008 3 ; .%

Brian D. Donnelly, Principal Regional Counsel
David B. Klafier, Deputy Regional Chief
Counsetl

Andrew Favret, Regional Chief Counsel
FINRA Department of Enforcement

2500 N. Military Drive, Suite 302

Boca Raton, FL 33431-6324

Phone; (561) 443-8120; Fax: (561) 443-7998
Email: brian.donnelly@finra.org

Of Counsel

Rory C. Flynn

Vice President & Chief Litigation Counsel
FINRA Department of Enforcement

1801 K Street, N.W., Suite 800
Washington, D.C. 20006

(202) 974-2974; Fax: (202) 721-8318

Mark P. Dauver

Deputy Chief Litigation Counse] — Regions
FINRA Department of Enforcement

1100 Poydras Street

Energy Centre, Suite 850

New Orleans, LA 70163

(504) 522-6527, Fax: (504) 522-4077
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