FINANCIAL INDUSTRY REGULATORY AUTHORITY .+,

OFFICE OF HEARING OFFICERS

Department of Enforcement,
Complainant,
V.
Afiz Sadrudin Hudani DISCIPLINARY PROCEEDING
(CRD No. 2685460), , No. 2008012361801
Respondent.

COMPLAINT

The Department of Enforcement alleges:

SUMMARY

1. | From between June 2002 through February 2008, Respondent misappropriated
customer funds and/or effected unauthorized transfers of funds from insurance
customers in violation of Rule 2110.

2, Respondent also failed to appear for on-the-record testimony in violation of Rules

8210 and 2010,

RESPONDENT AND JURISDICTION
3, Respondent entered the securities industry in November 1995 as a registered

representative and worked in the Fort Worth and Bedford, Texas offices of New
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York Life Securities LLC (“New York Life” or the “Firm”), a FINRA regulated
broker/dealer, and remained there until the Firm terminated his employment on
February 8, 2008.

Respondent is not currently associated with a FINRA regulated broker/dealer. He
remains subject to the jurisdiction of FINRA pursuant to Article V, Section 4, of
the FINRA Bj—Laws in that the misconduct alleged occurred while Respondent
was associated with a regulated broker/dealer and a complaint was filed within
two years following Respondent’s termination.

FIRST CAUSE OF ACTION
Misappropriation of Customer Funds

(NASD Rule 2110)

The Department realleges and incorporateé. by reference paragraphs 1-4 above.
While employed at the Firm, Respondent misappropriated funds from three
customers by, without permission or authority: (i) using customer funds for his
own uses and benefit, and (i) transferring or causing the transfer of customer
funds to unrelated third-parties.

Between approxiﬁlately August 10, 2004 and December 20, 2007, Respondent
physically retrieved eight separate checks totaling $8,000 from customers ND and
GD, which Respondent instructed ND and GD to make payable to Respondent or
to leave the payee field blank.

ND and GD provided these checks to Respondent solely for the purpose of paying
their own insurance premiums.

Respondent did not pay insurance premiums for ND and GD with those funds.
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Instead, Respondent deposited ND and GD’s checks directly into Respondent’s
own personal checking account at Comerica Bank, Dallas, Texas, or otherwise
used those funds for Respondent’s own uses and benefit.

Respondent lacked permission or authority to use GD’s and ND’s funds for
Respondent’s own uses and benefit, or to deposit those funds into Respondent’é
personal checking account.

Between approximately May 6, 2007 and December 7, 2007, Respendent, on four
occasions, removed dividends totaling approximately $2,277.50 from customer
TM’s policy and applied those funds, without TM’s knowledge or consent, as
premium payments on policies of four individuais unrelated and/or ﬁnlmown to
™.

Respondent has admitted he did not have permission or authority to make
premium payments on behalf of the unrelated individuals with TM’s funds.

By ﬁﬂue of the above, Respondent failed to observe. high standards of
commercial honor and just and equitable principles of trade and accordingly
violated NASD. Rule 2110. |

SECOND CAUSE OF ACTION
Unauthorized Transactions, including Transfer of Customer Funds

(NASD Rule 2110)

The Department realleges and incorporates by reference paragraphs 1-14 above.

As described herein, Respondent caused the following unauthorized transactions:
(1) Respondent caused approximatel& 520,590 in dividend or loan withdrawals to
be made from customer insurance policies without customer consent for thé '

benefit of third parties; (2) Respondent caused approximately $10,000 in
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dividend or loan withdrawals to be made from customer insurance policies for the
benefit of the customer or a family‘member of the customer, but without customer
consent; and (3) on two occasions, Respondent caused customer term insurance
policies to be converted into a whole life policy without customer consent. (Sce
attached Table A, Unauthorized Transfer of Funds through Dividend and Loan
Policy Withdrawals).

Between June 2006 and December 2007, Respondent, without ZM’s permission
or authority, caused ﬁeven withdrawals of dividends totaling $1,220.76 from ZM
insurance policies 46-799-425, 46-799-430, 47-311-313 and 47-311-339, and
applied $861.21 to a third party, and $359.55 to make two ZM premium
payments. ZM was not aware of nor did consent to these withdrawals.

Between May 2004 and January 2008, Respondent, without AV’s ﬁmnission or
authority, caused five withdrawals of dividends totaling $12,377.30 from AV
insurance policy 45-132-972, and applied $4,647.30 to third parties, and $7,730 to
make one AV premium payment. AV was not aware of nor did AV consent to
this withdrawal.

Between March 2004 and February 2008, Respondent, without SK’s permission
or authority, caused sixteen withdrawals of dividends totaling $12,112.73 from
SK insur#ncae policies 45-233-970 and 42-719-154, and applied $11,567.71 to
third parties, and $545.02 to make two SK premium payments. SK was not aware
of nor did SK consent to these withdrawals.

Between January 2004 and April 2007, Respondent, without SB’s permission or

authority, caused two withdrawals of _ dividends totaling $313 from SB insurance
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policy 46-880—754, and applied $190.50 to a third party, and $122.50 to make a
premium bayment for SB’s spouse. SB was not aware of nor did SB consent to
this withdrawal.

Between July 2006 and April 2007, Respondent, without AA’s permission or
authority, caused three withdrawals of dividends totaling $823.66 from AA
insurance policy 43-526-236, and applied those funds to third parties.

Between May 2004 and August 2005, Respondent, without ZM’s penﬁission or
authority, caused loan withdrawals totaling approximately $2,500 from ZM
insurance policy 46-799-443.

In addition, Respondent, in or about June 2007, without RV’s permission or
authority, caused the issnance of two loans totaling $467.76 from RV insurance
policy 46-975-518, and applied those funds as premium payments for RV. RV
was not aware of nor did RV consent to these loans.

Between June 2002 and November 2007, Respondent, without NB’s permission
or authority, caused four withdrawals of dividends totaling $851.75 from NB
insurance policies 46-243-880, 46-343-880, 46-440-319 and 46-748-378, and
applied those funds towards NB premium payments. NB was not aware of nor -
did NB consent to these withdrawals.

On or about May 21, 2001, Respondent, without RV’s permission or authority,
caused RV’s five-year term life insurance policy (46-092-856) to be converted to
a whole life policy (46-975-518). As a result of this unauthorized policy

conversion, Respondent received commissions totaling $835.50.
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In or abont March 2005, Respondent, without NK’s permission or authority,
caused NK’s term life insurance policy (76-134-254) to be converted to a2 whole
life policy (48-106-108). As a result of this unaunthorized policy conversion,

Respondent received commissions totaling $142.56.

By virtue of the above, Respondent failed to observe high standards of

commercial honor and just and equitable principles of trade and accordingly
violated NASD Rule 2110.

THIRD CAUSE OF ACTION
Failure to Appear for Testimony

(FINRA Procedural Rule 8210 and Conduct Rule 2010)

The Department realleges and incorporates by reference paragraphs 1-27 above.
On March 17, 2009, Enforcement commenced the on-the-record testimony
(“OTR”) of Respondent in Dallas, Texas. In correspondences with Respondent
prior to the OTR, Enforcement notified Respondent of his right to counsel.
During the OTR, Respondent acknowledged being previously advised of his right
to counsel yet determined to testify without counsel present. After Respondent
had testified for approximately one hour but before Enforcement had completed
its questioning, Respondent refused to answer further questions and requested an
adjournment so that he could retain counsel. Enforcement staff adjourned the
OTR based upon Respondent’s request.

On June 8, 2009, Enforcement sent Respondent a letter pursuant to Rule 8210 by
certified mail, return receipt requested and Federal Express ovgnﬁght mail to

Respondent’s address. as reflected in Central Registration Depository (CRD),
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requesting that Respondent appear for on-the-record testimony on June 25, 2009
at FINRA’s 14 Wall Street New York City office.

On June 9, 2009, Respondent contacted Enforcement staff by telephone and
indicated that he received Enforcement’s letter dated June 8, 2009, but that he was -
not represented by counsel, that he did not have any intention of obtaining
counsel, and that he would not appear for the scﬁeduled OTR on June 25th.

On June 10, 2009, Epforcement staff had a further conversation with Respondent.
During this telephone discussion, Respondent was apprised that his decision not 7
to appear for the OTR on June 25, 2009 may be construed as a failure to
cooperate. '

On June 19, 2009, Enforcement staff sent another letter to Respondent by certified
mail, return receipt requested and Federal Express overnight mail, reminding
Hudani that he was required to appear for testimony on June 25, 2009, pursuant to
FINRA Rule 8210. The letter further informed Respondent that a failure to
satisfy his obligation to appear pursuant to FINRA Rule 8210 could expose him to
sanctions, including a bar from the industry. The Federal Express proc;f-of-
delivery document indicated that Enforcément’s June 19, 2009 letter was
delivered on June 22, 2009 and signed for by “A. Hudani.” The letter sent by
certified mail was returned to Enforcement.

No adjournment of the OTR scheduled for June 25, 2009 was either requested by
Respondent or granted by Enforcement.

On June 25, 2009, Respondent failed to appear for Enforcement’s scheduled OTR

in violation of FINRA Rules 8210 and 2010.



PRAYER FOR RELIEF

WHEREFORE, the Department respectfully requests that the Panel:
A. order that one or more of the sanctions provided under FINRA Rule 8310(a),

including monetary sanctions, be imposed; and

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

appropriate under the circumstances in accordance with FINRA Rule 8330.

FINRA DEPARTMENT OF ENFORCEMENT

Date:

Chun Li, Counsel

FINRA Department of Enforcement
14 Wall Street

New York, NY 10005

(646) 315-7360; Fax 202.689.3450
chun.li@finra.org



Disciplinary Proceeding No. 2008012361801

Table A — Unauthorized Transfer of Funds through Dividend and Loan Policy Withdrawals (Cause of Action Twa)

7124/06, 8/02/08, 3/13/07

$823.66

$623.68

SI04/04, 10/10/06, 217107,
110207, 121 4/07

AV

$12,377.20

$12,377.30

1/8/04, 3/28/07

SB

$313.00

$313.00

51192002, 11/15/06, 5/16/07,
10/2/07

NE

$851.75

$851.75

8/22/07

RV

$0.00

$4€7.76

3/30/04, 8/27/06, H14/06,
11/21/08, 1/25/07, 4110/07,
1/25/07. 5111107, 514/07,
TI23/07, 7124107, 81507,
9/25/07, 1/10/08, 1/16/08

SK

$12,112.73

$0.00

$12,112.73

6/12/06, 10/03/06, 10/11/06,
320007, 5/29/07, 8/08/07,
11114107

ZM

Grand Total

$1.220.76

$2,500.00

$3,720.76



