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INTRODUCTION

| Proceeding No. 2008012409101 was filed on July 15, 2009, by the
! rcement of the Financial Industry Regulatory Authority (FINRA)

{Complainadt). 'Ihemondent Derek Allen Chowen submitied an Offer of Settlement {Offer)to

Complainant on S;ptember 8, 2009. Pursuant to FINRA Rule 9270(¢), the Complainant ‘and the

National Adjudery Council (NAC), a Review Subcommitiee of the NAC, or the Office of

Disciplinary Aff:

| (ODA) have accepted the uncontested Offer. Awordmgly, this Order now

is issued pursuant to FINRA Rule 9270(&)(3) The findings, conclusions and sanctions set forth

int this Order are {

NAC.

tﬂose stated in the Offer as accepted by the Complainant and approved by the

Under thal ferms of the Offer, Respondent has consented, without admitting or denying

the allegations oﬁ ﬂ:le Complaint, and solely for the purposes of this proceeding and any other

N
proceeding brouglit by or on behalf of FINRA, or to which FINRA is a party, to the entry of

500009259




iofations consistent with the allegations of the Complaint, and to the imposition of
fforth below, and fully understands that this Order will become part of
manen disciplinary record and may be considered in any future actions brought

BACKGROUND

mthmomermemberofFNRAmmesamecapaclty,andwasreglmdmth
e 17, 2008, He is currently not registered with any member ofFINRAandhas

7l .

FINDINGS AND CONCLUSIONS

It has beep determined that the Offer be accepted and that findings be made as follows:

1.
Simplified Emplq
by Chowen.

2.

Dnjring all relevant times, RB was a member of the public who maintained a

yee Pension plan (SEP) securities account at the Member, which was serviced

j or about May 18, 2007, Chowen placed orders to sell shares of five mutual

ﬁmdstB’sS\ | Account, whlchmcluded

a
$2

84

35
b

.793 Class B shares of Federated American Leaders Fund, at a sales price of

.42 per share for the principal amount of $9,069.69, with a gross deferred
ﬂ%s charge of $69.69, leaving net proceeds of $9,000.00;
I .



b. 598.504 Class B shares of Lord Abbett Mid Cap Value Fund, at 3 sales price of
13.47 per share for the principal amount of $14,046.89, with a gross deferred

sdles charge of $46.89, leaving net proceeds of $14,000.00;

45.081 Class B shares of Federated Market Opportunity, at a sales pri¢e of

2.31 per share for the principal amount of $3,016.95, with a gross deferred

: es charge of $16.95, leaving net proceeds of $3,000.00;
d. I’W.Sﬁ Class B shares of Federated Kaufiann Fund, at a sales price of $6 per

sttare for the principal amount of $6,027.36, with a gross deferred sales charge of
117.36, leaving net proceeds of $6,000.00; and, |

|
y
.. 130.431 Class B shares of Federated Capital Appreciation Fund, at a sales price of

3. May 21, 2007, Chowen used the proceeds for the sale of the five mutual fund’

positions to p 1,269.629 Class A shares of Franklin Mutual Shares Fund for RB’s SEP

| ‘
Account, at a purghase price of $29.93 per share for a total purchase price of $38,000.00, and he

received a gross dommission of $1,900 and a net commission of $760 on the transaction.

Howen placed the orders to sell the five mutual fund positions and purchase a
ind, as described above, without the kniowledge or consent of RB, and in the

| or oral authorization to Chowen to exercise discretion in RB’s SEP Account.

I}
S. D’ui'mg all relevant times, ES, KS, JH and IS were members of the public. JS and

ES were husbansi fnd wife who maintained separate IRA Accounis at the Member, which were
s

serviced by Choiwm JH maintained a securities account with the Member, which was serviced




|
|
|
|
|

by Chowen. K9 maintained a securities account with the Member in the name of her Revocable
|

Living Trust, th was serviced by Chowen,

6.

to verbal , exercised discretion in the IRA account of ES, without having obtained prior

l

written anthonzanon from ES and prior written acceptance of the account as discretionary by the
I

Member. DmngthlspenodoftlmeChowenplacedatotal of4purchasesand53alesof

m on or about May 18, 2007 to on ot about June 26, 2007, Chowen, pursuant

securities on a onary basis. For these transactions, ES was charged gross commissions of

$1,622.50, and owen received net commissions of $649.

7. On or about June 26, 2007, Chowen, pursuant to verbal authority, exercised

discretion in tbfL fevocable living trust account of KS, without baving obtained prior written-
authorization fmrn KS and prior written acceptance of the account as discretionary by the
Member. On thig date, Chowen placed a total of 1 purchase and 2 sales of securitiesona
discretionary basls For these transactions, KS was charged gross commissions of $488, and

' Chowen received net commissions of $195.20.

8. Ohorabout July 24, 2007, Chowen, pursuant to verbal authority, exercised
\
discretion in thﬁ gccount of JH, without having obtained prior written authorization from JH and
R

ce of the account as discretionary by the Member. On this date, Chowen

transactions, JH was charged gross commissions of $950, and Chowen received net commissions
of $380

9, l‘or about July 24, 2007, Chowen, pursuant to verbal authority, exercised
discretion in the ; account of JS, without having obtained prior written authorization from JS

and prior written pcceptance of the account as discretionary by the Member. On this date,




Chowen placed tﬂl of 1 purchase and 4 sales of securities on a discretionary basis. For these
|

transactions, JH +

of $240.

charged gross commissions of $600, and Chowen received net commissions

statement respon
|

10. j:' about August 6, 2008, Staff sent Chowen a request that he provide a written

g to questions regarding the alleged unauthorized transactions in RB’s SEP

account, as noteo;:litin paragraphs 2 through 4 above, and the alleged trading on a discretionary

} .
basis without wriften authorization and approval by the Member in the accounts of ES, KS, JH

and IS, 2 noted s paragraphs 6 through 9 above, pursuant o and in acoordance with the

provisions of NA|

SD Rule 8210. The request for information was sent by first class mail and

certified mail, rethirn receipt requested, to Chowen’s address of record as contained in the records

of the Central Registration Depository (CRD Address). The first class mailing was not retumed

to the Staff, and the certified return receipt was returned apparently signed by Chowen, showing

that he received

e letter on August 11, 2008.
|

1. Hgving not received a response to the initial request for information and

documentation, ¢

1 or about September 5, 2008, the Staff sent Chowen a letter marked “second

request,” { the alleged unauthorized transactions in RB’s SEP account, as noted in

|
paragraphs 2 throbgh 4 above, and the alleged trading on a discretionary basis withowt written

authoﬁmﬁon and

F.ppmvalbytheMembetintheacccunts of ES, KS, JH and JS, as noted in

paragraphs 6 thr?ﬁgh 9 above, pursuant to and in accordance with the provisions of NASD Rule

|

8210. The requcsF for information was sent by first class mail and certified mail, return receipt

requested, to Cho
}
the certified mail

ﬁ

i
|

en’s CRD Address. The first class mailing was not retumed to the Staff, and

was returned marked “Return to Sender — Unclaimed.”




}

12.  Chowen failed to respond to each and all of the requests for documents and

information des¢ribed in patagraphs 10 and 11 above, and the time for Chowen to respond has

passed. |
|

Based o

the foregoing, Respondent violated NASD Rules 2110, 2510(b), and 8210,

Based "i‘f these considerations, ‘the sanctions hereby imposed by the acceptance of the

|

Offer are in t::jimblic interest, are sufficiently remedial to deier Respondent from any future
|

misconduct,

;represent a proper discharge by FINRA, of its regulatory responsibility under

 the Securities Exchange Act of 1934.

SANCTIONS

It is ordefed that Respondent be barred from association with any member of FINRA in

any capacity.

The
to FINRA Rule
of this‘ Order.

SO ORDERED

cfions imposed herein shall be effective on a date set by FINRA staff, Pursuant

13(e), a bar or expulsion shall become effective upon approval or acceptance

FINRA

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

LYY

Richard S. Schultz, Esq. Senior Regional Counsel
FINRA Department of Enforcement, District 8

55 West Monroe Street

Chicago, IL 60603-5052

(312) 899-4334; Fax. No. (312) 899-4600
Electronic mail address: rick.schultz@finra.org




