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INTRODUCTION

Disciplinary Proceeding Number 20050025094 was filed on July 31, 2007, by the
Department of Enforcement of the Financial Industry Regulatory Authority (FINRA or
Complainant). Respondent Walter J. Becker submitted an Offer of Settlement (Offer) to
Complainant on February 4, 2008. Pursuant to NASD Rule 9270(e), the Complainant
and the National Adjndicatory Couneil (NAC), a Review Subcommittee of the NAC, or
the Office of Disciplinary Affairs (ODA) have accepted the uncontested Offer.
Accordingly, this Order now is issued pursuant to NASD Rule 9270(e)(3). The findings,
conclusions and sanctions set forth in this Order are those stated in the Offer as accéptcd

by the Complainant and approved by the NAC.

Under the terms of the Offer, Respondent has consented, without admitting or denying
the allegations of the Complaint, and solely for the purposes of this proceeding and any
other proceeding brought by or on behalf of FINRA, or to which FINRA is a party, to the
entry of findings and violations consistent with the allegations of the Complaint, and to

the imposition of the sanctions set forth below, and fully understands that this Order will

Form Rev, 07/226/07

000036057 208




become part of Respondent’s permanent discipiinary record and may be considered in

any fature actions brought by FINRA.

BACKGROUND
Respondent Walter J. Becker entered the securities industry through 2 member of FINRA
prior to May 14, 1968. Becker became licensed as a Registered Representative (Series 1
exam) on or about May 14, 1968; a Principal (Series 00 exam) on or about July 28, 1970,
and a Financial Principal (Series FO4 exam) on or about March 8, 1976. From on or
about February 9, 1976, through the present, Becker has been registered with FINRA
member firm Walt Becker & Associates, Inc. (CRD No. 7014) and is the sole owner of
that firm. Becker has not been the subject of prior disciplinary action by FINRA, other
self-regulatory organizations, the Securities and Exchange Commission, or any state
regulator.
FINDINGS
It has been determined that the Offer be accepted and that findings be made as follows:
1. From at least September 28, 1987, throngh at least August 1, 2006, Becker has
offered investments to both customers of his FINRA member firm, Walt Becker
& Associates, Inc. (WBA), and non-customers (together, the Becker noteholders).
The investments are not offered by or through WBA. }
2. These investments generally have been evidenced by promissory notes signed by
Becker in his personal capacity (Becker Notes). Becker was the only obligor on
the Becker Notes. The Becker Notes typically paid above-market rates. The

Becker Notes were securities.
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. Some of the investors were informed by Becker that the proceeds of the Becker

Notes would be invested in one of several manufacturing projects based upon the

inventions of VM, 2 friend of Becker.

. Becker has offered the Becker Notes to other investors without specifying the

venture or enterprise in which their funds would be invested.

. Becker sold the Becker Notes to people that he had known over many years, some

as long as 50 years. Becker did not provide the Becker noteholders with detailed
information about the intended use of the note proceeds and, because of these
long-standing relationships, the Becker noteholders did not press Becker for such
information. Rather, they trusted that Becker was acting in their best interests

when he recommended the note purchases.

. Because Becker is the obligor on the Becker Notes, he makes all payments of

interest and principal personally with checks drawn on his personal bank

accounts.

. Becker has no economic interest in any of the varions manufacturing projects

affiliated with VM, nor have the VM projects resulted in any revenues.

- Becker has not been affiliated with any income generating enterprises, other than

WBA, for at least the past five years. To a material exient, the source of any
payments to the Becker noteholders has been the proceeds of Becker Notes sold

to later investors.

. Becker does not receive a salary from WBA, nor does he take commissions from

WBA. Rather, Becker primarily pays his living expenses through the proceeds of

the Becker Notes., Although he borrows funds from WBA at times to meet




various obligations, including interest and/or principal payments to the Becker
noteholders, he later directs funds raised through the Becker Notes to repay the
money he borrowed from WBA.

1. By 2001 Becker’s expense obligations outstripped his earnings by approximately
four-to-one; in 2001 he earned approximately $133,000, vet his payment
obligations were approxiniately $330,000.

11. In order to continue to meet these payment obligations, among other things,
Becker solicited both customers of his member firm and non-customers to invest
their funds with him in return for the Becker Notes that he execnted. By raising
these mvestment funds through the Becker Notes, Becker has generally continued
to raise enough money to cover his obligations to the Becker noteholders and his
personal creditors.

12. From Ianuary 1, 2000, through October 10, 2005, Becker raised at least
$1,873,003.66 from at least 34 investors that were cusiomers of WBA. through the
issuance of approximately 93 Becker Notes.

13. From January 1, 2000, through October 10, 2005, Becker raised at least
$224,330.35 from at least 15 investors that were not customers of WBA thrc;ugh
the issuance of approximately 31 Becker Notes. .

14. Since at least 2001, therefore, Becker has effectively been using new investor

Becker Note funds to pay principal and interest payments to previous Becker Note

investors.




UNSUITABLE RECOMMENDATIONS
(VIOLATION OF NASD CONDUCT RULES 2310 AND 2110)

15. In March 2001, Becker had discussions with IM, a WBA customer, regarding her
investment funds. At the time of these discussions, IM was 76 years old and
retired. Becker recommended that IM purchase a Becker Note paying 15% per
annum.

16. On or about March 15, 2001, in reliance upon Becker’s recommendation, IM
provided Becker with $100,000 in return for a promissory note signed by Becker.
The promissory note does not have a due date, but promises to pay back the
$100,000 investment with interest at the rate of 15% per annum. Becker also
handwrote on the promissory note “special note: interest will be paid monthly
($1,250/mo.} unless I am instructed otherwise by [IM].”

17. IM cbtained the $100,000 that she gave to Becker in return for the promissory
note by withdrawing $100,000 from her Living Trust Cash Management account
held at WBA.

18. In December 2001, IM called Becker to ask how she might invest $17,000 that
she had withdrawn from her individual retirement account (IRA). Becker
recommended that IM purchase a second Becker Note paying 15% per annum.

19. On December 5, 2001, in reliance upon Becker’s recommendation, IM perided
Becker with $17,000 in return for a promissory note signed by Becker. The
promissory note does not have a due date, but promises to pay back the $17,000
investment with interest at the rate of 15% per annum. Becker also handwrote on
the promissory note “SPECIAL NOTE: Interest will be paid monthly

(3212.50/mo.) unless I am instructed otherwise by [IM].”




20. In January 2003, DT, a customer of Becker at WBA, contacted Becker seeking
advice for an investment.

21. In January 2003, DT was 83 years old and retired.

22. On Janvary 17, 2003, in reliance upon Becker’s recommendation, DT provided
Becker with $15,000 in return for a promissory note signed by Becker. The
promissoty note does not have a due date, but promises to pay back the $15,000
investrment with interest at the rate of 15% per annum. Becker represented to DT
that the $15,000 was to be invested in a business involved with “some sort of
suspension system for trucks.”

23. Becker did not have reasonable grounds for believing the recommendations,
described in Paragraphs 15 — 22 above, to be suitable for IM and DT based upon
IM’s and DT’s financial situation and needs. Further, Becker knew that the
recommendations he made to IM and DT to invest in the Becker Notes were
unsuitable. Both IM and DT were retired and the invested funds were for their
retirement. Becker knew that their funds would not be invested in any enterprise,
but instead would be used to pay his personal expenses or to make payments to
prior Becker Note investors. Becker knew that any return of principal or pa;rment

of interest to IM or DT was dependent upon the sale of subsequent Becker Notes.




OMISSIONS OF MATERIAL FACTS
AND CONDUCT WHICH OPERATES AS A FRAUD OR DECEIT UPON INVESTORS
(VIOLATION OF SECTION 10(B) OF THE EXCHANGE ACT' AND RULE 10B-3% THEREUNDER
AND NASD ConpbucT RULES 2120, IM-2310-2, AND 2110)

- 24. In connection with IM’s and DT”s purchases of Becker Notes, as described in
Paragraphs 15 through 22, above, Becker omitted to disclose to IM and to DT
material information regarding these investments. Specifically, Becker omitted to
disclose that:

a. IM’s and DT’s funds would not be invested in any enterprise that was
operating or intended to operate a business, or that generated, or was
reasonably likely to generate, revenue from which to return principal and
pay interest;

b. He knew that he would use IM’s and DT’s funds to pay his personal
expenses and/or to make payments of principal and interest to previous
Becker Note investors; and

¢. Any return of principal or payment of interest to IM and DT depended
upon Becker’s continued ability to sell Becker Notes to others in the
future.

This information was material, in that a reasonable investor and, in particular, IM

and DT, would have considered it significant in determining whether to 1;urchase

Becker Notes.
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IMPROPER USE OF CUSTOMER FUNDS
{VIOLATION OF NASD CONDUCT RULES 2330(A) AND 2110)

25. As more fully described in paragraphs 1 through 24, above, Becker applied some
or all of the proceeds from IM’s and DT’s Becker Notes to his personal use,
includimg, but not limited to, payments to personai creditors and previous Becker
noteholders.

CONCLUSIONS

26. Based on the foregoing, Respondent Becker violated Section 10(b) of the
Securities Exchange Act of 1934, Rule 10b-5 promulgated thereunder, and NASD
Rules 2110, 2120, 2310, 2330(a), and IM-2310-2.

27. Based on these considerations, the sanctions hereby imposed by the acceptance of
the Offer are in the public interest, are sufficiently remedial to deter Respondent
from any future misconduct, and represent a proper discharge by FINRA of its

regulatory responsibility under the Securities Exchange Act of 1934,




SANCTIONS

It is ordered that Respondent Becker be barred from associating with any member of

FINRA in any capacity.
The sanctions imposed herein shall be effective on a date set by FINRA, staff.

SO ORDERED.
FINRA

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