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DECISION

The Department ofEnforcement (UEnforccment")  filed the Complaint in this proceeding

on April 14,2008, asserting two causes of action against Respondent Legam M. Johnson

(?Respond?nf'). The first cause ofaction alleges that Respondent violated NASD Conduct

Rnles 3030 and 2110 by engaging in.outside business activities without pr?vidmg proper notice

to his firm or receiving approval from the finn. The second canse ofaction alleges that

Respondent failed to respond to Rule 8210 requests for information, thereby violating Procedural

Rule 8210 and Conduct Rule 2110.



Despite being properly served with the Complaint, Notice of Complaint, and Second

Notice of Complaint, Respondent has not filed an answer to the Complaint On July 3,2008,

Enforcement filed a Motion for Entry of n-?.-'' Decision and Request for Sanctions, to which

Respondent did not respond. Acco?d?ngly, pursu?t to NASD Procedural Rules 9215(f) and

9269, the allegations in the Complaint will be deemed admitted. Enforcement's motion will be

gmn?ed with mspect to the second causeofaction.1 In ligl?ofthedispositionofthesecond

cause of action, the Hearing Officer does not decide the motion with respect to the first cause of

action.

L Respondent's Default

Enforcement served the Complaint and Notice of Complaint on Respondent at his most

cur,?ul residential addmm as listed in the Central Registration Depository (?*CRD") by first-class

certified mail on April 18,2008. The certified MmiHng was ret?ned to the FINRA District

Of?ce marked'?Unclaimed."

Enforcement served the Complaint and Second Notice of Cor?Tl?int on Respondent by

first-class regular and certified mail at his CRD address on May 19, 20083 The second certified

1' g was also returned to the Dislrict Office marked ''Unclaimed.'' The Postal Senrice did not

return the Complaint and,Second Notice of Complaint that were sent by first-class mail to the

District Office.

Enforcement served the Complaint and the Notices of Complaint on Respondent in

accordance with Procedural Rnle 9134, giving him constructive notice ofthis proceeding.

Respondent has failed to respond to the Complaint By failing to respond, he defhulted.

-' The factual ?-:--ons in this decision are based on the allegations of the attached Complaint and the materials

filedby Enforcement with its motion.
2 Enforcement does not have actual knowledge of any other addresses.
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IL Jurisdiction

Rcspondmrt was associated with FINRA member finns from 1985 until December 2006,

whm his employment was ?emlina?ed. 'Ihe misconduct charged in the first cause ofaction

occurmd while Respondent was associated with FINRA member firms Metropolitan Life

Insmance Comp?y and Metropolitan Secmities, Inc. (collectively, *'MetLife"). Although

Respondeat has not been associ?ed with any FINRA member since then, he remains sukiect to

FINRAjurisdiotion tbr purposes oftlns proceed?ng, pursuant to Article V, Section 4 of FINRA's

By4?aws, because the Complaint was filedwithintwo years a?r the termin?tion ofhis

association with a memb? firm, and it ch??ges him with misconduct while he was associated

with member firms and with ihilingto respond to Rule 8210 request? issued within twoyear?

following the termination ofhis association with member finns.

IIL Origin of the Investigation

The Department of Eul?.'?, .-.,i initiated this investigation as a result of MetLifb filing a

Form U5 on Respondenfs behalf The Form U5, filed on December 20,2006, indic?ed that

Respondent was terrn?n-*?A for engaging in outside b?iness activity.

IV. Vi?iations

A. Outside Business Activities

The first cause of action alleges that Respondent violated NASD Conduct Rules 3030 and 2110

by selling an equity-indexed ?mllity ? ustomer ML, without providing notice to MetLife or

receiving approval from MetLife. The Department ofEnforcement has not addressed the issue

ofwhether the particular equity-indexed almuity sold by Respondent was a security.

Furthermore, Enforcement declined to ?commend sanctions for the alleged Rule 3030 violation

because it recommended a bar for Respondent's failure to provide infbrmation in response to

Rule 8210 requests.
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Without more infbmiation about the equity-indexed security sold by Respondent, it is

unclear it was a security. See Indexed Anrntities and Certain Other Insurance Contracts, 73 Fed.

Reg. 37752 at 37753 (proposed July 1,2008) (?Ihe status ofindexed mmnities under the federal

securities laws has been imcertain since their introduction in the mid-1990s.7; NIM 5-50 at

page 3 (available at www?finra.org) (Wrhe question ofwhether a particular [equity-mdcxed

anm?ity] is an inmlranceproduct ora security is complicated and depends upon theparticular

fhctaandu;i.-.....-1-.-- conce?ningthe ins?n?mento????redorsold?D. If'itwas asecurity,

Responde?tdid not violate RllIe 3030, although he might have viola?d Rule 3040. In an

analogous situation, the National Adjudicatory Council dismissed a complaint charging a

violation of Rn]e 3030 because the evidence failed to establish that the inst?ument that the

respondent had sold withoot the approval of his fhm was a security. Dep't ?f?EI?/?rcem??t v.

Strong, No. ESA2003091501 (Aug. 13, 2008) (slip opinion available on FINRA website). The

NAC noted that the rli*rnissnl ofthe oomplaint would not have been 

----y if the complaint

had charged the respondcnt with a violation of Rule 3030 aswell as Rule 3040, pled in the

alternative. Id at 7.

In light ofthe imposition ofa bar fbrRespondent's fhihim to pmvide infbrmation, as

discussed below, and Enforcement's position on sanctions, the issue of whethcr there is a?

adequate basis in the record for a finding ofa violation ofConduct Rule 3030 will not be

addressed in this decision.

B. Failure to Respond to Requests for Information

Procedural Rule 8210 authorizes FINRA to require any person subject to itsjurisdiction

to provide information related to any matter under its investigation. By letters dated July 16,

August 14, and September 11, 2007, FINRA staff'sent Respondent requests for information

pursuant to Rule 8210 to his CRD address, requesting information concerning his termination
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and his outside business activities. All three letters were sent by ??rst-class mail, and were not

returned to the District OfTice. The August 14 and September 11 letters wemalso sent by

certified mail The certified mail ??uoipl for the August 14 letter was signed by Karen T.

Johnson and returned to the District O?ce. The September 11 letter sent by certified mail was

returned to the District OfTioe marked?*Unclaimed." Because the reques? were sent to his CRD

address, Respondent is deemed k? have received them.

These allegations, which am deemed admitbed, are sufficient to establish, for purposes of

this default decision, that Respondent fhiled t? respond to reques? for information, in violation

of Procedmal Rnle 8210 and Conduct Rule 21 10. A violation of Rule 8210 is also aviolationof

R?le 2110. Dep't ofE?Eforcementv. Hoeper,No. C02000037, 2001 NASD Discip. LEXIS 37, at

*5 (NAC. Nov. 2, 2001).

V. Sanctions

For falling to respond to requests for infomlation, the Guidelmes recommend a bar.

Sa??don Guidelbzaf at 35. One ofthe Principal Considerations is the nature ofthe information

request?d. The information requested was important to determme whether Respondent violated

FINRA rules by selling an equity-indexed annuity to customer MI. or committed additional

violations by engaging in sim. ar activities without proper notice to or approval from his finn.

There is no evidence ofany mitig?ting facts that would support a lesser sanction.

Abarisappmpriakbrldspondmf sBiluretomond torequestsforidorinalionin

violation ofRules 8210 and 21 10.

VL Conclusion

Respondent is barred for f?ilure to provide requested information, in violation of

Procedural Rule 8210 and Conduct R?le 21 10. In light ofthe imposition ofa bar, the Hearing
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Officer does not decide whether the equity-indexed annuity sold by Respondmt without

notifying his firm is a sec??ity, and therefore does not decide whether Respondent violated

Conduct Rule 3030 by engaging in an outside business activity.

The bar will be eftbctive itnmp?r?iately ifthis decision becomes FINRA's final disciplinary

action.

SOORDERED.
OKJ 

- -- 
.-B.ISEMNM.A,

Lawrence B. Bernard
Hearing Officer

Copies to: Legam M. Johnson (via overnight courier m?dj?rst-c/ass mail)
Michael A. Gi?ss, Esq. (v?a electronic and?rst-Class mail)
David B. Klafter, Esq. (via e/Ectronic And?rst-class mail)
Mark P.Bauer, Esq. (v?a e?ectronic and?#rst-class  maiO
David R- Sonnenber& Esq. (via electronic and?rst class mail)
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FINANCIALINDUSTRYREGULATORYAUTHORiTY

OFF?CEOFHEARTNGOFFICERS

Department of Enforcement, DISCIPLINARY PROCEEDING

No.: 2006007502601
Complaina?t,

VS. HEARING OFFICER:

Legare M. Johnson (CRD Na 1480395),

Respondent

-

COMPLAINT

The Department of Enforcement alleges:

SUMMARY,
I

1. Legare M. Johnson engaged in business activity for compemation outside the

soopeorhisMim#aNODS?i?MZbisWMMA?BMMMEB/MZOWMMiaBIUB

2110. Ia aadim Jolmsonfailed to Mondtothestaff s mwtiple reqwstsfor inibimciatiozin

violation ofNASD Conduct Rule 2110 and NASD Procedural Rule 8210.

RESPONDENT

2. Johnson became registered with FINRA as a Limited Representative 

- Investment

Company and Variable Contracts Products (Series 6) in July 1986.

3. From aFpmximately August 6, 1985 t??ugh December 11, 2006, Johnson was

associated with member firms Metropolitan Life Insurance Company and Metropolitan

Securities lnc. (collectively, 'MetLifeD.



4. On December 20, 2006, M?Life filed a Fonn US t??minating Johnson's

association with the finns as of Decmnber 1 1, 2006.

5. Johnson is not currmtly associated with a FINRA member fitm, but he is still

within the ?risdiction of FINRA pursuant to Article V, Section 4 of FINRA's By-I?ws?

Jurisdiction over Johnson expires on r?---?-- 10, 2008, which is two years after he was last

=xiated with a FINRA mcmberfirm.

???TCAUSEOFACTION

Outside Bushiess Activity
Viol?tioim ofNASD Conduct Rules 3030 and 2110

6. 
. 

TheDepartment?eallegosand  incorpo?a?esParagr??hs  1 t?ough 5 by?efbr??ce.

7. From at loast 2003 tl?ough 2004 MetLife mquired its representatives to disclose

their outside bnsiness activities. From at least the beginning of 2006, Met?ife required its

representatives to receive approval from thc finn for the sale ofall equity-indexed anm?ities.

8. In an April 11,2005 letter, MetLife ward Johnson about *?tling an Atlianz Iife

Insur?ce Company ofNorlh America (''ATIimwf') -uity without first receiving lhe appropriate

appmval finm MetLifb. At that t?te, Johnson cl?- ?1 that he was unaware that the sate violated

finn policy and agreed not to make such a sate again without first receiving the appropriate

?FpmvaL

9. In November 2006. Johnson, ?hile associated with Metlife, sold an Aili?nz

equity-indexed annuity to customer MI? and received a $14,154.94 commission from the sale.

10. Johnson did not provide MetLife with notice of his sale of the Allianz equity-

indexed anmlity to customer ML; he did not receive MetLife's appmvalto make the sale; and the

sale was outside the scope ofhis relationship with MetLife.
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11. By mgaging in lhe R?regoin? lmdis?l?sed /ide b?.?ac?iv?ty for

compens?tion,Johnson violated NASD Conduct Ru]eS 3030 and 2110.

SECOND CAUSE OF ACTION

Failure to Respond to Information Requests
Violation ?f NASD Condnct Rule 2110 and NASD Precedural Rnle 8210

12. n,ebqn..entmallogesmdiacoiporateshragiaiksli??llbymfa

13. On July 16, 2007, FINRA staff sent a written rvqnest for, ?,?, 
''' :?'.. m to Johnson

in which the stafT requested that Jolmson provide it with ;,.f:..'''ation r?garding his sate of ?
Ali? equity-indexed  r ityW cus?omerML? his afHHation with Allia?, and the possible sale

of All?Rz Mduotsto oiher MTM amtomm Muly IGM Requean

] 4. The response date fbr the July 1 6? Request was July 30,2007.

15. The July 16? Request was issued puiBu? to NASD Pr?-?1??ral Rule 8210 and

was sent 1?0 Johnson at his CRD residential address of record, XXXX XXXXX XXXX XXXXX

XXXXXXX XXX XXXXX, by fhst class mail The lelter sent to Johnson has not been tu red by the

United States Postal Service to the FINRA FIorida Dismct Oflice (*?Dis?lct Af?ce").

16. Johnson failed to respond to the July 16? Request.

17. Accordingly. on August 14, 2007, the staff sent a second written request fbr

information W Jolmsoii pursuant to NASD Procoauial RNe 8210 Mugust 14* Requesf3.

18. IbeAWNIPM/iDMMedsonoaiba?bebaarawwm/Iolbe
stafT's previous letter and requested that Johnson provide the stafr with the infomiation

pmviously requested. The August 14? Request ftlrther advised Jolmson that ''[flailme to comply

with this request may subject [him] to disciplinary action."

19. The response date forthe August 14? Request was August 28,2007.
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20. The August 14? Request was sent by first class and certified mail to Johnson at

his CRD msidential address of record, XXXX XXXXX XXXXX XXXXX XXXXXXX XXX XXXXXX These

'' '...%:, have not been retmned by the United States Postal Savicc to the District Oflice. The

certified mailing return receipt card for the certified mailing that was sent to Johnson was

returned by the United States Postal Service to the Disbrict Office reflecting deHvery to the

mln-.-.1:nned address on August 20,2007. The sigimture on that card reflects that it was

received by"Karen T. Johnson."

21. Jo? AiledwmondtoibeAugust  14*ReqUat

22. Accordingly, on September 11,2007, the staff sent a final written request for

intbmlation to Johnson purso?t to NASD Procedural Rule 8210 (?Sep?-, ?b- 11? ReguestD?

23. The Septemb? 1 1? Request informed Johnson that he had failed to respond to the

staff's pmvious letters and requested that Johnson provide the staff with the information

p?viously mquested. The September 11? Request futlli? advised Johnson that "[t]aih?re to

complywiththisrequ?stmaysabject[him]  to disciplin?yaction."

24. The response date for the September 11? Request was September 25,2007.

25. The September 11? Request was sent by first o]ass and certified mail to Johnson

at his CRD residential address of record, XXXX XXXXX XXXXX XXXXX XXXXXXX XXX XXXXXX The

first class mailing has not been returned to the L' ? lct Of?ce. On approximately October 18,

2007, the certified mailing was returned to the District Officeby the United States Postal Service

marked "UNCLAIMED."

26. Johnson failed to respond to the September 11th Request.

27. Johnson has fhiled to respond to the staffs repeated requests for information.
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28. By failing to produce the infbrmation request?d in the stafrs July 1(? Request,

August 14? Request, and Septmnber 11? Request, Johnson violated NASD rnn,?,?t Rnle 2110

and NASD Procedural Rule 8210.

RELIEP R?pUESTl?

WHEREFORE, lhe Dep?tment respectfully requests that the Panel:

A Order that one or mor? of the ?nctions pro/cr NASD Rnle 8310(a) be

imposed, including monetmy sanctions and/or that Respondent be required to

disgorge fully any and all ill-gotten. gains and/or make fill] and complete

r?stitution, together with interest; and

B. Ordcr that R?spondeotbear  such costs ofthis proceeding as are de?ined fair and

appropriate under the ?,?z?..."J?'r.?tm in accordance with NASD Rnle 8330.

FINRA DEPARTMENTOFENFORCEMENT

Dated: April 18,2008
7rRwh.La.dbx-v
Michael A. GrDS8

Principal Regional Counsel
FINRA Department of Enforcement
Crystal Colpora?e Cen?er
2500 N. Milit?y Trail, Suite 302
Boca Raton,FL 33431-6324
561-443-8125; 561-443-7998 (fax)
mi?hqmi gross?iHinra.or?

David B. Klaltar
Deputy Regional Chief Counsel
FINRA Dep?tment of Enforcement
Crystal Corporate Center
2500 N. Military Trail, Snite 302
Boca Raton,FL 33431-6324
561-443-8110; 561-443-7998 (fax)
david lrl?fte?l&1?nra.Om
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..

Andrew AFavret
Regional ChiefCounsel
FINRA Dep?ment of Enfbmement
1100 Poydms Street
Energy Centm, Suite 850
New Orleans? LA 70163
504-412-2402;  202-721-6527(f?x)
andrew.f?v,-?Gf:-.- org
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