FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
NO. 200501101003

TO: Department of Enforcement
Financial Industry Regulatory Authority (“FINRA”)

RE:  Charles H. Brown, Respondent
General Securities Principal
CRD No. 858501

Pursvant to FINRA Rule 9216 of FINRA's Code of Procedure, I, Charles H. Brown, submit this
Letter of Acceptance, Waiver and Consent (*AWC”) for the purpose of proposing a settlement of
the alleged rule violations described below. This AWC is submitted on the condition that, if
accepted, FINRA will not bring any future actions against me alleging violations based on the
same factual findings described herein.

L
ACCEPTANCE AND CONSENT

A. I hereby 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 FINRA, or to which FINRA 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
FINRA:

BACKGROUND

In October 1978, Brown acquired a Series 7 license. He subsequently acquired
Series 24 and 63 licenses. At various times between 1978 and the present, Brown
has been associated with several FINRA members. He currently is associated
with FINRA member Newbridge Securities Corp. Brown has been associated
with Newbridge since May 26, 2005, when the firm filed an initial Form U4 for
him commencing his association with it as of that date.

RELEVANT DISCIPLINARY HISTORY

Brown does not have a relevant disciplinary history.
OVERVIEW
Brown failed to reasonably supervise a registered representative who: {1) churned

a trust account; and (2) recommended unsuitable investments to the elderly
beneficial owner of the trust account. As a result of the foregoing, Brown



]
violated NASD Conduct Rules 3010 and 2110,

FACTS AND VIOLATIVE CONDUCT

From June 2007 through the present, Brown has served as the Assistant Branch
Manager for Newbridge’s Boca Raton, Florida branch. As such, Brown has been
one of the individuals at the firm with supervisory responsibility over the
registered representatives at the branch.

Between September 2006 and September 2008, JP, a registered representative at
Newbridge's Boca Raton branch, chumed a customer trust account and
recommended transactions to LR, the elderly beneficial owner of the account, that
were inconsistent with LR’s investment objectives, financial situation, and needs.
As a result of the foregoing, JP willfully violated, among other rules, Section
L0(b) of the Securities Exchange Act of 1934 and Rule 10b-5 thereunder.!

From at least June 2007 through September 2008, there were numerous red flags
indicating that JP was churning the trust account and recommending unsuitable
investments to LR. The red flags were: (1) the appearance of the account on
nuMerous exception reports concerning active and aggressive trading; (2) the
account’s relatively substantial fluctuations in value, including relatively
significant declines in value in 2008; (3) the age of LR; (4) the $2,500 monthly
withdrawals that LR was taking from the account; and (5) the prior customer
complaints against JP. Despite these red flags, Brown failed to take adequate
supetvisory action that was reasonably designed to prevent JP’s churning of the
trust account and recommendations of unsuitable investments to LR. In sum,
Brown failed to reasonably supervise JP, who churned a trust account and
recommended unsuitable investments to a customer. As a result of the foregoing,
Brown violated NASD Conduct Rules 3010 and 2110.

B. I also consent to the imposition of the following sanctions:

A $5,000 fine and suspension from association with any FINRA member in a
principal capacity for 30 calendar days.

I agree to pay the monetary sanction upon notice that this AWC has been accepted
and that such payment is due and payable. I have submitted an Election of
Payment form showing the method by which I propose to pay the fine imposed.

I specifically and voluntarily waive any right to claim that I am unable to pay,
now or at any time hereafter, the monetary sanction imposed in this matter.

1 understand that if I am barred or suspended from associating with any FINRA
member in a principal capacity, I become subject to a statutory disqualification as
that term is defined in Article II1, Section 4 of FINRA's By-Laws, incorporating

' See AWC No. 2003011707002,



Section 3(a)(39) of the Securities Exchange Act of 1934. Accordingly, | may not
be associated with any FINRA member in a principal capacity, during the period
of the bar or suspension (seg FINRA Rules 8310 and 8311). Furthermore,
because | am subject to a statutory disqualification during the suspension, if |
remain associated with a member firm in a non-suspended capacity, an
application to continue that association may be required.

I understand that this settlement includes a finding that I failed to supervise an
individual who violated Section 10(b) of the Securities Exchange Act of 1934 and
Rule 10b-5 thereunder and that under Article H1, Section 4 of FINRA s By-Laws,
this makes me subject to a statutory disqualification with respect to association
with a member.
The sanctions itnposed herein shall be effective on a date set by FINRA staff.

IL

WAIVER OF PROCEDURAL RIGHTS

I specifically and voluntarily waive the following rights granted under FINRA's Code of

Procedure:

A

B.

To have a Complaint issued specifying the allegations against me;

To be notified of the Complaint and have the opportunity to answer the
allegations in writing;

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

To appeal any such decision to the National Adjudicatory Council (“NAC") and
then to the U.S. Securities and Exchange Commission and a U.S. Court of
Appeals.

Further, I specifically 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 waive any right to claim that a person violated the ex parte
prohibitions of FINRA Rule 9143 or the separation of functions prohibitions of FINRA 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.



III.

OTHER MATTERS

[ understand that:

A

Submission of this AWC is voluntary and will not resolve this matter unless and
until it has been reviewed and accepted by the NAC, a Review Subcommittee of
the NAC, or the Office of Disciplinary Affairs (“ODA™), pursuant to FINRA 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:

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

2. this AWC will be made available through FINRA’s public disclosure
program in response to public inquiries about my disciplinary record;

3 FINRA may make a public announcement concerning this agreement and
the subject matter thereof in accordance with FINRA Rule 8313; and

4, I may not take any action or make or permit to be made any public
statement, including in regulatory filings or otherwise, denying, directly or
indirectly, any finding in this AWC or create the impression that the AWC
is without factual basis. I may not take any position in any proceeding
brought by or on behalf of FINRA, or to which FINRA is a party, that is
inconsistent with any part of this AWC. Nothing in this provision affects
my right to take legal or factual positions in litigation or other legal
proceedings in which FINRA is not a party.

I may attach a Corrective Action Statement to this AWC that is a statement of
demonstrable corrective steps taken to prevent future misconduct. I understand
that I may not deny the charges or make any statement that is inconsistent with
the AWC in this Statement. This Statement does not constitute factual or legal
findings by FINRA, nor does it reflect the views of FINRA or its staff.



I certify that I have read and understand all of the provisions of this AWC and have been given a
full opportunity to ask questions about it; that I have agreed to its provisions voluntarily; and that
no offer, threat, inducement, or promise of any kind, other than the terms set forth herein and the
prospect of avoiding the issuance of a Complaint, has been made to induce me to submit it.

63 foq [201: an/i\

Date (mm/dd/yyyy) ar!es H. Brown

Reviewed by:

Gi= &

Gregg J. Breitbart Esq.
Gusrae, Kaplan, Bruno
& Nusbaum PLLC
2101 NW Corporate Blvd, Ste. 218
Boca Raton, FL 33431
Phone: (561) 910-5650

Counsel for Respondent

Accepted by FINRA:
?/ 2 / 17 Signed on behalf of the
Date Director of ODA, by delegated authority

Plichacd G Hetsr
Michael A. Gross, Esq.
Senior Regional Counsel
FINRA - Department of Enforcement
25060 N. Military Trail, Ste. 302
Boca Raton, FL. 33431-6324
Phone: (561) 443-8125
Fax: (561} 443-7998




