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COMPLAINT

The Department of Enforcement alleges:

I. SUMMARY

1. Between April 2006 and March 2007, while associated with Westpark Capital,

Inc. ("Westpark or the "Firm"), Chanse K. Menendez, Sr. ("Menendez") excessively traded and

churned two customer accounts. Menendez attempted to conceal his misconduct in those

accounts as well as in a third account by, among other things, mischaracterizing ' 'solicited"

trades as ''unsolicited." During the ensuing investigation ofhis misconduct, Menendez failed to

appear for testimony and failed to provide documents. Menendez violated: (i) NASD Rules

2310 and 2110 and IM-2310-2 by engaging in unsuitably excessive trading; (ii) Exchange Act

Section 10(b), Rule 10b-5 and NASD Rules 2120 and 2110 by churning accounts; (iii) NASD

Rules 3110 and 2110 by causing his Firm'S books and records to be inaccurate? and (iv) NASD

Rules 8210 and 2110 by failing to appear for on-the-record testimony and failing to produce

docunients.



II. RESPONDENT AND JURISDICTION

2. From February 27,2006 through September 14, 2007, Menendez was associated

with Westpark as a General Securities Representative.  During that period, Menendez owned a

fornier Westpark branch office located in Islandia, New York (the "Islandia Branch").

Menendez associated with two other member firms in the same capacity from September 2007

through April 24,2009. Although Menendez has not been associated with a FINRA member

firm since April 24,2009, he remains subject to FINRA's jurisdiction for purposes ofthis

proceeding, pursuant to Article V, Section 4 of FINRA's By-Laws, because (1) the Complaint

was filed within two years after the date upon which he ceased to be associated with a FINRA

member and (2) the Complaint charges him with misconduct committed while he was associated

with a FINRA member.

III. CUSTOMER KLF'S ACCOUNT

3. KLF, born in June 1957, is a high school graduate who resides in Pennsylvania.

For about 15 years, he operated a small business purchasing and selling used cars. In 2007, he

sold his business and became a sales representative at a local Chevrolet dealership.

4. In 2005, Menendez cold-called KLF, and after several conversations, persuaded

him to open a brokerage account at Salomon Grey Financial Services. At the time, KLF's

investing experience was limited to the mutual funds that he held in his I.R.A.

5. In March 2006, Menendez asked, and KLF agreed, to transfer his account to

Westpark. KLF's annual income was about $55,000.00 per year and he had virtually no liquid

assets? his brokerage account had been funded with money borrowed from his home equity line

of credit.
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6. One month later, in April 2006, Menendez persuaded KLF to open a margin

account even though he had no previous margin experience. Menendez told KLF that the use of

margin would increase his returns. But he never discussed the costs and risks involved in

purchasing securities on margin. On April 30,2006, KLF's Westpark Account had a Net

Portfolio Value of $13,918.18.

7 Menendez controlled KLF's account. He chose what securities to buy and sell,

when those transactions would occur, and how much KLF would be charged for those

transactions. KLF had little understanding ofwhat was transpiring in his account, and in

particular did not understand what he was being charged for account transactions.

8. When Menendez telephoned with recommendations to purchase securities, he

frequently told KLF that he would need to deposit additional funds into his account even though

KLF explained to him that the only funds he had available were those he had borrowed from his

home equity line of credit. Between May 2006 and March 31,2007, KLF deposited nearly

$70,000.00 into his account that had been borrowed from his home equity line of credit.

9. From May 1, 2006 through March 31,2007, Menendez caused 37 transactions to

be executed (18 purchases and 19 sales) in KLF's account. On at least 18 occasions, Menendez

mischaracterized "solicited" trades as "unsolicited" on order tickets. The 18 mismarked trades in

KLF's account are as follows:

No. Date Security Conlmlssion Buy (B)
or Sell

(S)
1 6/15/06 NUAN 0.00 C S

2 8/16/06 CTIC 125.00 c S

3 8/16/06 NUAN 500.00 c S

4 8/16/06 PPHM 150.00 c S

5 8/24/06 CTIC 150.00 c B
6 9/6/06 CTIC 200.00 c B
7 10/9/06 CTIC 0.00 C S
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No. Date Security Conlmlssion Buy (B)
or Sell

(S)
8 10/9/06 CTIC 100.00 c S

9 11/30/06 CAMT 99.98 c S

10 12/20/06 F 65.00 c B
11 1/12/07 NUAN 500.00 c B
12 1/23/07 F 250.00 c S

13 1/29/07 PRB 1,000.00 c B
14 2/7/07 NUAN 600.00 c S

15 2/12/07 PRB 20.00 c S

16 2/15/07 PRB 25.01 c S

17 2/28/07 IACI 100.00 c S

18 2/28/07 PRB 71.25 c S

10. Although KLF had no experience with riskless principal trading, never discussed

principal trading with Menendez, and had never heard of the terms "markup" or "markdown,"

Menendez executed trades in KLF's account on both an agency and a principal basis. Seven of

the 37 trades were executed on a principal basis, including five of the six highest cost

transactions, involving markups and markdowns ranging between $1,000.00 and $2,500.00 
per

transaction. Those six trades are identified on the following table:

Date Security Net Amount Comm. (c) or Buy
Markup Amount (B) or

(m) Sell
(S)

10/9/06 AMKR 35,452.00 1,350.00 m B
11/10/06 AMKR 40,796.69 1,600.00 m S

11/13/06 CAMT 44,977.00 1,875.00 m B
11/30/06 AMKR 42,918.80 1,000.00 m B
2/7/07 AMKR 45,274.93 1,575.09 c S

2/8/07 CHINA 56,251.50 2,500.00 m B

11. Between May 1,2006 and March 31,2007, the total trading costs, including

commissions, markups, margin interest charges, and handling fees amounted to $23,469.43. On

an annualized basis, the turnover rate was 15.44 and the cost-to-equity ratio was 100%. That is
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to say, KLF's account would have had to appreciate 100% annuallyjust to break even. By

March 31, 2007, KLF had sustained a $28,345.27 loss in his Westpark account.

IV. CUSTOMER RC'S ACCOUNT

12. Customer RC, born in January 1927, is 83 years old and resides in Asheville,

North Carolina. He primarily did kitchen remodeling and installation work before his retirement

in 1988. His income is about $40,000.00 
per year consisting ofsocial security and investment

income. His liquid net worth is less than $200,000.00.

13. In 2005, Menendez cold-called RC, and persuaded him to open a brokerage

account at Salomon Grey. Several months later, in March 2006, Menendez telephoned RC, told

him that he had moved to Westpark, and asked him to transfer his account. RC's account was

worth about $50,500 when he transferred it to Westpark later that month.

14. Menendez controlled RC's account. He recommended all ofthe transactions and

RC relied on his recommendations. Although RC had not heard ofthe securities that Menendez

recommended, he nonetheless always followed his advice. Menendez determined what

securities to purchase and sell, when those transactions would be effected, and what the cost

would be. Menendez never discussed with RC what he would be charged and RC did not

understand what he was paying for account transactions.

15. In November 2006, after his account had diminished by about $25,000, RC

telephoned Menendez intending to close his account, but Menendez convinced him to keep the

account open. By the end of March 2007, RC's account was worth about $20,000.00.

16. There were 43 transactions in RC's account (14 purchases and 29 sales) from

May 3,2006 through February 26,2007. Although all ofthe transactions were solicited,
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Menendez mischaracterized 29 ofthe 43 transactions as "unsolicited" on order tickets. The

mismarked trades are as follows:

No. Date Security Conimlssion Buy (B)
(c)Markup or Sell
(m) (S)

1 5/3/06 wrr 100.00 c S

2 5/31/06 XXIA 100.00 c S

3 6/12/06 DCNAQ 500.00 c S

4 6/21/06 THOR 500.00 c S

5 6/22/06 NUAN 500.00 c B
6 7/31/06 DCNAQ 100.00 c S

7 7/31/06 wrr 250.00 c S

8 8/2/06 CSCX 25.00 c S

9 8/2/06 PPHM 250.00 c S

10 8/2/06 TGALD 25.00 c S

11 8/2/06 THOR 150.00 c S

12 8/7/06 PPHM 160.00 c S

13 8/15/06 BBI 0.00 c B
14 8/15/06 BBI 80.00 c B
15 8/16/06 F 750.00 c B
16 8/16/06 PMU 75.00 c S

17 8/18/06 F 100.00 c S

18 8/18/06 MSFT 100.00 c S

19 9/11/06 PDSN 65.00 c S

20 9/19/06 INCY 0.00 C S

21 9/25/06 INCY 65.00 c S

22 9/29/06 CAMT 100.00 c S

23 9/29/06 INCY 0.00 C S

24 9/29/06 INCY 500.05 c S

25 9/29/06 PDSN 99.98 c S

26 10/31/06 CTIC 65.00 c S

27 12/29/06 NUAN 100.00 c S

28 2/2/07 IACI 100.00 c S

29 2/26/07 AMKR 65.02 c S

17. Although RC had no experience with principal trading and had never heard of the

terms "markup" or "markdown", Menendez executed two trades on a riskless principal basis. On

one ofthose occasions (a purchase of 3,500 shares ofAmkor Technology ("AMKR")),

Menendez charged RC a $1,750.00 markup. In fact, on six occasions, Menendez charged RC

between $1,750.00 and $2,100.00 
per trade for highly liquid exchange traded stocks. The

following table identifies those trades:
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Date Security Comm. (c) or Buy
Markup (B) or
Amount (m) Sell (S)

7/25/06 MSFT 2,000.00 c B
8/18/06 INCY 1,909.40 c B
10/30/06 TYL 2,100.00 c S

12/29/06 IACI 2,000.00 c B
2/2/07 AMKR 1,750.00 m B
2/26/07 LVLT 1,750.00 c B

18. Between May 1,2006 and March 31,2007, the total trading costs, including

commissions, markups, margin interest charges, and handling fees amounted to $24,459.38. On

an annualized basis, the turnover rate was 12.29 and the cost-to-equity ratio was 81%. That is to

say, RC's account would have had to appreciate 81% annuallyjust to break even. By March 31,

2007, RC sustained a $34,326.31 loss in his Westpark account.

Y. CUSTOMER CT'S ACCOUNT

19. Customer CT, born in December 1943, is 67 years old and has been employed as

a medical researcher in San Francisco, CA for over 30 years.

20. Menendez initially cold called CT in February 2005, while he was associated with

LH Ross & Co, Inc. and persuaded him to open an account. CT transferred his account after

Menendez associated with Salomon Grey in March 2005. CT transferred his account again in

March 2006 after Menendez associated with Westpark. At the end ofApril 2006, CT's

Westpark account had a Net Portfolio Value of $101,557.33.

21. On or about May 1, 2006, Menendez and CT had a discussion about what the

charges would be for account transactions in CT's Westpark account. CT was unhappy about the

losses he had sustained at LH Ross and Salomon Grey and wanted the transaction costs to be

reduced. Among other things, he and Menendez agreed that the commission charged on
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purchases would not exceed one percent ofthe sales price. They never discussed principal

trading and CT had no understanding or familiarity with "markups" or "markdowns."

22. Between August 23,2006 and December 18,2006, Menendez executed 23

transactions in CT's account. Although all of the trades were "solicited," Menendez

mischaracterized 16 ofthe 23 transactions as "unsolicited" on order tickets. The mismarked

trades are as follows:

No. Date Security Conimlssion Buy (B)
(c)/ Markup or Sell
(m) (S)

1 5/10/06 wrr 0.00 C S

2 5/12/06 wrr 65.00 c S

3 5/12/06 wrr 0.00 C S

4 5/19/06 THOR 100.00 c S

5 6/9/06 wrr 0.00 C S

6 6/13/06 wrr 100.00 c S
7 8/22/06 GRIL 99.98 c S

8 8/22/06 THOR 100.00 c S

9 8/22/06 wrr 100.00 C S

10 9/27/06 UARM 6,000.00 m S

11 9/28/06 NVDA 5,500.00 c S

(short sale)
12 10/12/06 NVDA 100.00 c B

(cover
short)

13 11/16/06 NUAN 100.00 c S

14 11/17/06 NUAN 0.00 C S

15 11/27/06 NUAN 0.00 C S

16 12/7/06 NUAN 65.00 c S

23. Notwithstanding their agreement to limit transaction charges and even though

Menendez never discussed trading on a principal basis, Menendez executed riskless principal

trades in which the markups or markdowns ranged between $1,000.00 and $6,000.00 
per

transaction. Those transactions are listed below:
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Date Security Net Amount Commission (c)/ Buy
Markup (m) (B) or

Sell
(S)

8/23/06 UARM 109,089.79 4,050.00 m B
9/27/06 UARM 119,944.13 6,000.00 m S

10/12/06 CAMT 33,477.00 1,250,00 m B
10/31/06 NUAN 71,992.00 3,000.00 m B
12/18/06 CAMT 28,005.10 1,000.00 m S

12/18/06 NUAN 48,294.78 1,072.50 m S

24. In January 2007, CT directed Westpark to close his account. By January 31,

2007, he had sustained a $72,229.36 loss.

VI. FAILURE TO PROVIDE DOC?MENTS AND TESTIMONY

A. Failure to Appear for Testimony

25. In connection with an ensuing investigation into Menendez's misconduct in

customer accounts, on September 7,2007, the staff, pursuant to Rule 8210, requested that

Menendez appear for on-the-record testimony ("OTR") at FINRA's New York office at One

Liberty Plaza, on November 12 and 13, 2007. That request was sent by first class and certified

mail to Menendez's CRD residential address, The

notice sent by first class mail was not returned. The notice sent by certified mail was returned

marked "Refused By Addressee."

26. In the first week ofNovember 2007, the staffleft three telephone messages with

Menendez reminding him to appear for testimony on November 12 and 13, 2007. But Menendez

never responded to any ofthose telephone calls. On November 5,2007, the staffnotified the

Compliance Director at the firm with which Menendez was associated that Menendez was

scheduled for OTR testimony on November 12 and 13,2007. Several days later, an attorney

contacted the staff, stated that he had been retained to represent Menendez, requested that the
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OTR be rescheduled, and agreed that Menendez would appear for testimony at 8:00 a.m. on

December 13 and 14, 2007 at FINRA's One Liberty office.

27. On December 13, 2007, Menendez and his counsel arrived late at the One Liberty

office and consequently the OTR commenced at 10:45 a.m. At about 4:20 p.m. Menendez stated

that he would be unable to return to complete his testimony on the following day but agreed that

the OTR would resume at a mutually agreed time.

28. Throughout March 2008 and early April 2008, the staffunsuccessfully attempted

to arrange dates for the resumption ofthe OTR:

? On March 10, the staff inquired about resuming the OTR during the week of

May 12, 2008. On March 11,2008, Menendez's counsel informed the staff

that the week ofMay 12, 2008 was unacceptable because ofhis pre-existing

commitment on another matter.

Later in the day on March 11,2008, the staff inquired about resuming the

OTR on April 16 and 17, 2008. Menendez's counsel promptly informed the

staffthat he would be "oUt ofthe country from April 13-30 (in China)..."

? On March 24,2008, the staffproposed that the OTR resume on any days of

counsel's choosing on either May 28-30,2008 or June 3-6,2008. Menendez's

counsel responded that these days were acceptable and that he would speak to

the staff after he cleared dates with Menendez.

? On March 31,2008, the staff inquired again about the proposed dates.

Menendez's counsel responded that he had not heard back from his client

about the proposed dates but would follow-up that day.
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? On April 2,2008, the staff again inquired again of Menendez's counsel as to

whether he could confirm a date to resume the OTR.

29. Menendez's counsel never agreed to any of the proposed dates and never

suggested any other dates to resume the OTR. Accordingly, on May 12, 2008, the staff, pursuant

to Rule 8210, sent requests by first class and certified mail to Menendez CRD residential address

directing him to appear for an OTR on July 29 and 30,2008 at FINRA's One Liberty office. The

letter sent by first class mail was not returned. The letter sent by certified mail was returned

marked "Return to Sender Unclaimed Unable to Forward."

30. On May 20,2008, Menendez's counsel sent the staff an email confirming that he

no longer represented Menendez. He wrote, "I have made several efforts to contact him and

have not received a response. You should direct all correspondence to him directly."

31. Later that day, in order to ensure that Menendez was aware of his scheduled OTR,

the staff contacted the Chief Compliance Officer at the firm with which Menendez was

associated and advised him that Menendez was obligated to appear for an OTR on July 29,2008.

32. On July 21, 2008, Menendez telephoned the staff and confirmed that he would

appear for testimony on July 29,2009.

33. On July 29,2008, Menendez failed to appear for his OTR. Approximately mid-

morning on that day, Menendez left a voicemail message with the staff stating that transportation

problems prevented him from appearing for his OTR that morning. Later that morning, the staff

reached Menendez by telephone and he agreed to appear for an afternoon session ofhis OTR.

Notwithstanding his agreement, Menendez failed to appear.
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34. Late in the afternoon on July 29,2008, the staff contacted the Chief Compliance

Officer at the film with which Menendez was associated to enlist his assistance in ensuring

Menendez's appearance on July 30,2008.

35. On July 30,2008, Menendez, once again, failed to appear for his OTR at

FINRA's One Liberty office. Approximately two hours after the OTR was scheduled to begin,

the staffreceived a voicemail message from Menendez requesting an opportunity to testify at

some other unspecified date and time.

36. On August 15,2008, the staffpursuantto Rule 8210, sent requests by first class

and certified mail to Menendez at his business address (Itradedirect.com, 701 Middle Country

Road, Selden, New York 11784) directing him to appear for his OTR at 10:00 am on September

24,2008 at FINRA's Los Angeles office. The letter also asked him to contact the staff by

September 15, 2007 to confirni his attendance. The letter sent by first class mail was not

returned. The return receipt for the letter sent by certified mail was returned with the signature

"Deirdre Catania" and dated August 18,2008.

37. Menendez never contacted the staffto confirni his attendance and then failed to

appear for his OTR on September 24,2008.

38. On September 25,2008, the staff received a faxed letter from Menendez,

backdated September 22,2008. The letter stated, "I hereby request an immediate postphonement

[sic] As I am still in dire straits financially. Please grant me this final and last extension."

39. The staff has not had any further communication with Menendez.
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B. Failure to Produce Documents

40. On January 8,2008, the staff, pursuantto Rule 8210, sent Menendez, through his

counsel, a request for certain order tickets for transactions involving certain Islandia Branch

customers occurring between May 1, 2006 and March 31,2007. The request asked for

production of responsive documents no later January 22,2008.

41. On January 18, 2008, the staff, pursuant to Rule 8210, sent Menendez, through

counsel, a request for certain additional categories of documents including records created by

two Islandia Branch representatives between May 2006 and March 2007, settlement agreements

entered between May 2006 and March 31, 2007, emails between Westpark customers and

Menendez' personal email address forthe period May 2006 through March 31, 2007, and

Islandia Branch telephone bills for calls made between November 5,2006 and December 4,

2006.

42. Menendez never responded to either the January 8,2008 or the January 18, 2008

document requests. On March 3, 10,31 and April 2,2008, the staff sent Menendez's counsel

emails inquiring about the requests because Menendez had not produced any responsive

documents nor had he otherwise responded to the requests. Menendez never responded in any

manner to the requests and no documents were ever produced.

FIRST CAUSE OF ACTION
(Unsuitably Excessive Trading in Customer KLF's Account)

(NASD Conduct Rules 2310 and 2110 and IM-2310-2)

43. The Department of Enforcement realleges and incorporates by reference

paragraphs 1 through 11.
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44. Menendez did not have a reasonable basis for believing that the volume of

transactions he recommended and effected was suitable for KLF in light ofthe inforniation

known to him about KLF's financial circumstances and needs and his investment objectives.

45. By reason ofthe foregoing, Menendez violated NASD Conduct Rules 2310 and

2110 and IM-2310-2.

SECOND CAUSE OF ACTION
(Churning in Customer KLF's Accounf)

(Exchange Act Section 10(b), Rule 10b-5 and NASD Rules 2120 and 2110)

46. The Department of Enforcement realleges and incorporates by reference

paragraphs 1 through 11.

47. In connection with the purchase and sales of securities in KLF's account,

Menendez directly or indirectly, by the use ofthe means or instrumentalities of interstate

commerce, or ofthe mails, knowingly or recklessly: employed devices, schemes or artifices to

defraud; and engaged in acts, practices, or courses of business which operated as a fraud or

deceit upon KLF. He purchased and sold securities for KLF's account without regard for KLF's

investment interests, for the purpose of generating commissions.

48. Menendez willfully violated Section 10(b) ofthe Exchange Act and Rule 10b-5

thereunder, and violated NASD Conduct Rules 2120 and 2110.

THIRD CAUSE OF ACTION
(Unsuitably Excessive Trading in Customer RC's Accounf)

(NASD Conduct Rules 2310 and 2110 and IM-2310-2)

49. The Department of Enforcement realleges and incorporates by reference

paragraphs 1, 2, and 12 through 18.
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50. Menendez did not have a reasonable basis for believing that the volume of

transactions he recommended and effected was suitable for RC in light ofthe inforniation known

to him about RC's financial circumstances and needs and his investment objectives.

51. By reason ofthe foregoing, Menendez violated NASD Conduct Rules 2310 and

2110 and IM-2310-2.

FOURTH CAUSE OF ACTION
(Churning in Customer RC's Accounf)

(Exchange Act Section 10(b), Rule 10b-5 and NASD Rules 2120 and 2110)

52. The Department of Enforcement realleges and incorporates by reference

paragraphs 1, 2, and 12 through 18.

53. In connection with the purchase and sales of securities in RC's account,

Menendez directly or indirectly, by the use ofthe means or instrumentalities of interstate

commerce, or ofthe mails, knowingly or recklessly: employed devices, schemes or artifices to

defraud; and engaged in acts, practices, or courses of business which operated as a fraud or

deceit upon RC. He purchased and sold securities for RC's account without regard for RC's

investment interests, for the purpose of generating commissions.

54. Menendez willfully violated Section 10(b) ofthe Exchange Act and Rule 10b-5

thereunder, and violated NASD Conduct Rules 2120 and 2110.

FIFTH CAUSE OF ACTION
(Causing Westpark's Books and Records to Be Inaccurate by Falsely Characterizing

Trades in Customer Accounts as ??Unsolicited")
(NASD Conduct Rules 3110 and 2110)

55. The Department of Enforcement realleges and incorporates by reference

paragraphs 1 through 24.

56. Exchange Act Rule 17a-3 requires broker-dealers to maintain a memorandum of

each brokerage order for the purchase or sale ofsecurities. In turn, NASD Conduct Rule 3110
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requires firms to maintain books and records as prescribed by Exchange Act Rule 17a-3. By

mischaracterizing solicited trades as "unsolicited" in KLF's, RC's, and CT's accounts,

Menendez caused Westpark's books and records to be inaccurate.

57. By reason ofthe foregoing Menendez violated NASD Conduct Rules 3110 and

2110.

SIXTH CAUSE OF ACTION
(Failure to Appear For On-The-Record Testimony and Failure to Provide Requested

Information and Documents)
(NASD Rule 8210 and Conduct Rule 2110)

58. The Department of Enforcement realleges and incorporates by reference

paragraphs 1 through 42.

59. By repeatedly failing to appear for testimony and failing to respond in any manner

to the document requests dated January 8 and 18,2008, Menendez violated NASD Rule 8210

and NASD Conduct Rule 2110.

RELIEF REQUESTED

WHEREFORE, the Department respectfully requests that the Panel:

A order that one or more ofthe sanctions provided under FINRA Rule 8310(a),

including monetary sanctions, 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 ofproceeding as are deemed fair and

appropriate under the circumstances in accordance with FINRA Rule 8330; and
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C. make specific findings that Respondent Menendez willfully violated Section

10(b) of the Exchange Act and Rule 10b-5 thereunder.

FINRA DEPARTMENT OF ENFORCEMENT

Date: April 13,2010
ASDD
f?cl T. Ko eld, ?enior ifegional Counsel
?andra J. Harris, Deputy Regional Chief Counsel

FINRA Department of Enforcement
300 S. Grand Avenue, Suite 1600
Los Angeles, CA 90071
(213) 613-2643; Fax: (213) 617-1570
joel.kornfeld@finra.org
sandra.harris@finra.org

Jacqueline D. Whelan, Regional Chief Counsel
FINRA Department of Enforcement
One Montgomery St., Suite 2100
San Francisco, CA 94104
(415) 217-1121; Fax (415) 217-1201
jacqueline.whelan@finra.org

R.W. Sardegna, Esq.
Senior Litigation Counsel
FINRA Department of Enforcement
1801 K Street, N.W. 8th Floor
Washington, D.C. 20006
(202) 974-2875; Fax (202) 721-6578
robin.sardegna@finra.org
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