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The Department of Enforcement alleges:
SUMMARY

1. From in or about October 2007 through in or about January 2008, while registered
with FINRA through a member firm, Borukhov engaged in a patiem of trading
activity in two customer accounts of RM that was excessive in light of the customer’s
financial objective, financial situation, and needs. By reason of the foregoing,
Borukhov violated NASD Conduct Rules 2310, 2110, and Interpretive Material
(“IM")-2310-2.

2. On or about December 7, 2007, while registered with FINRA through the same
member firm, Borukhov was charged with a felony in 2 domestic dispute. Borukhov
failed to disclose the felony on his Uniform Application for Securities Industry
Registration or Transfer (Form U4) until May 6, 2008. Borukhov had an obligation
to amend and disclose the charge on his Form U4 within thirty days of it occurring.
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By reason of the foregoing, Borukhov violated NASD Conduct Rule 2110 and IM-

1000-1.

. On or about January 17, 2008, while registered with FINRA through the same
member firm, Borukhov was served with a statement of claim in which he was named

- as a respondent in an investment-related, consumer-initiated arbitration filed by a
married couple. Borukhov had an obligation to amend his Form U4 within thirty
days of his receipt of the statement of claim to disclose the arbitration. Borukhov,
however, willfully failed to amend his Form U4 to disclose the arbitration, By reason

of the foregoing, Borukhov violated NASD Conduct Rule 2110 and IM-1000-1,

. After concluding the first day of Borukhov’s on-the-record (*OTR”) mtemew on
May 21, 2008, FINRA staff scheduled a second day continuation of the OTR,
pursuant to and in accordance with NASD Procedural Rule 8210. Borukhov, through
his counsel, advised the staff that Borukhov would not appear for the OTR. By
reason of the foregoing, Borukhov violated NASD Procedural Rule 8210 and NASD

Conduct Rule 2110,

RESPONDENT AND JURISDICTION
. Borukhov first became registered with FINRA as a General Securities Representative
(GSR) on or about October 22, 2001 through a FINRA member firm.

. Borukhov was registered as a GSR with Aura Financial Services, Inc. ffomon or
about October 11, 2007 through February 14, 2008.

. From on or about March 13, 2008 through on or about March 31, 2008, Borukhov
was registered as a GSR with member firm, J.P. Turner & Company, LLC. From on



or about May 6, 2008 through on or about June 3, 2008, Borukhov was registered as a

GSR with member firm, First Midwest Securities, Inc. (“First Midwest™).

8. On June 12, 2008, First Midwest filed a Uniform Termination Notice for Securities

Industry Registration (“Form U5™) on behalf of Borukhov.

9. Borukhov is not currently associated with a FINRA member firm. However, FINRA
retains jurisdiction pursuant to Article V, Section 4 of FINRA’s By-Laws.

FIRST CAUSE OF ACTION
EXCESSIVE TRADING AND UNSUITABILITY

(NASD ConpucT RULES 2310 AND 2110 aAND IM-2310-2)

0. The Department realleges and incorporates by reference paragraphs 1 through 9

above,

11. From October 2007 through January 2008, the trading activity in RM’s accounts was
unstitable and excessive in size and frequency in view of his financial situation and

needs.

12. In or around October 2007, Borukhov cold-called RM, soliciting him to open an
account with Borukhov. RM opened two accounts, one an individual account

(*Individual Account™) and, the second, a trust account (“Trust Account™).

13. At the time that he opened the accounts, RM was 78 years old and retired. His annnal
income consisted of social security payments and rent from four cell phone towers
located on top of a vacant building that he owns. His income was $42,091 in 2005

and $89,331 in 2006. RM was interested in conservative growth.



14. RM transferred $118,895.14 from a prior account into the Individual Account and
transferred $176,425.84 from a prior account into the Trust Account. Both accounts
were traded on margin.

15. During the period from October 2007 through January 2008, Borukhov executed
approximately 21 purchases in the Individual Account. There were total purchases of

$1,921,591.68 in the account with an average monthly equity of $196,696.17.

16. During the period from October 2007 through January 2008, Borukhov executed
approximately 9 purchases in the Trust Account. There were total purchases of

$698,960.99 in the account with an average monthly equity of $127,712.67.

17. As a result of Borukhov’s trading in the Individual Account, the account had lusses of
$57,970.73. The commissions charged to the accoum totaled $144,403.26, which
included commissions of approximately $65,171.98 charged to positions liquidatéd
upon transfer to the Individual Account as well as positions that were later purchased
by Borukhov and ultimately transferred out of RM’s account.

18. As a result of Borukhov’s trading in the Trust Account, the account bad losses
totalling $72,260.61, of which approximately $38,885.55 consisted of commissions

charged to the account, -

19, In the Individual Account, the activity resulted in a cost-to-equity ratio of
approximately 77.15%, or 231.44% annualized. The commission-to-equity ratio was
approximately 73.41%, or 220.24% annualized. In other words, the Individual

Account would have had to achieve a 73.41% return during the approximately four



month period in order to break even based solely on commissions charged to the

account. The turnover rate was approximately 9.77, annualized at 29.31.

20. In the Trust Account, the activity resulted in a cost-to-equity ratio of approximately
32.55%, or 97.64% annualized. The commission-to-equity ratio was approxiﬁately |
30.45%, or 91.34% annualized. In other words, the Trust Account would have had
to achieve a 30.45% retum during the approximately four month period in order to
break even based solely on commissions charged to the account. The u&no%r rate

was approximately 5.48, annualized at 16.42.

21. Borukhov made the majority, if not all, of the recommendations for both accounts.
RM relied upon and routinely followed Borukhov’s recommendations for the trades

in his accounts. 1

22, The trading strategy employed by Borukhov was not appropriate for RM. The trading
activity was excessive in size and frequency in view of RM’s financial circumstances
and investment objectives and, in fact, one of the accounts included IRA funds.

By reason of the foregoing, Borukhov viclated NASD Conduct Rules 2310, 2110 and IM-
2310-2,

SECOND CAUSE OF ACTION
FAILURE TO TIMELY AMEND ForMm U4
ASD CONDU U 18 Aanp IM-1 1

23. The Department realleges and incorporates by reference paragraphs 1 through 22

above,



24, On December 6, 2007, Borukhov was arrested for assanlt in Nassau County in New
York State in violation of an Order of Protection that had been placed against him in
November 2007. He was charged with a Class E Felony on December 7, 2007,

25. Question 14A(1)(b) on the Form U4 asks respondents “fh]ave you ever been charged

with any felony?”

26. Borukhov was required by Article V, Section 2 of the FINRA By-Laws to amend his
Form U4 on or before January 7, 2008, to pi'ovide an affirative answer to Question
14(A)(1)(b) and to disclose the felony charge.

27. Borukhov claimed that he was advised by his matrimonial counsel that he did not

need to disclose the felony on his employment papers.

28. Borukhov failed to disclose the felony to the member firm he was registered withat
the time (“Firm 1) prior to terminating from the firm on February 14, 2008, He also
did not disclose the felony on his initial Form U4 submitted upon hire at the next firm
he became registered with (“Firm 2) on March 13, 2008, nor did he disclose it on
four subsequent amended Forms U4 filed with Firm 2. Borukhov first disclosed the
felony charge on his initial Form U4 filed with a subsequent member firm he became
registered with on May 6, 2008 (“Firm 3”).

By reason of the foregoing, Borukhov violated NASD Conduct Rule 2110 and IM-1000-1.

THIRD CAUSE OF ACTION
WILLFUL FAILURE TO AMEND ForMm U4

(NASD ConpucT RULE 2110 AND IM-1000-1)
29. The Departinent realleges and incorporates by reference paragraphs 1 through 28
above.



30. On January 17, 2008, customers RL and SL filed a Statement of Claim with FINRA’s
Office of Dispute Resolution, initiating an arbitration against a number of
respondents, including Borukhov. The Statement of Claim alleged that Borukhov
engaged in unsuitable trading and churned RL and SL’s account at a prior member
firm where Borukhov was registered. Along with disgorgement of commissions and

fees, the customers sought compensatory damages of at least $114,000.

31. FINRA's Office of Dispute Resolution mailed the Statement of Claim to respondents
of the arbitration, including Borukhov, accompanied by aletter, dated January 25,
2008. On March 12, 2008, Borukhov filed a Motion for a More Definite Statement in

the arbitration proceeding, in which he included references to the Statement of Claim,

32. Question 14I(1) of the Formn U4 asks “[h]ave you ever been named as a
respondent/defendant in an investment-related, consumer-initiated arbitration or civil
litigation which alleged that you were involved in one or more sales practice
violations and which: (a) is still pending, or; (b) resulted in an arbitration award or
civil judgment against you, regardless of amount, or; (c) was settled for an amount of
$10,000 or more?”

33. Borukhov was required by Article V, Section 2 of the FINRA By-Laws to amend his
Form U4 on or before February 24, 2008, to provide an affirmative answer to
Question 14(T)(1) and to disclose the arbitration proceeding, which was a material
fact.

34. Borukhov failed to disclose the arbitration to Firm 1 prior to terminating from the

firm o February 14, 2008, He also did not disclése the arbitration on his initial Form

U4 submitted upon hire at Firm 2 on March 13, 2008, nor did he disclose the



arbitration on four subsequent amended Forms U4 filed with Firm 2. Borukhov failed
to disclose the arbitration charge on his initial Form U4 filed with Firm 3 on May 6,
2008 or a subsequent amended Form U4 submitted to Firm 3 on May 14, 2008,

35. Borukhov was on notice of the arbitration proceeding beginning on January 25, 2008.
Over the next six months, he willfully failed to disclose the arbitration, a material
fact, to each of his three employer firms.

36. Borukhov has not disclosed the arbitration on his Forn: U4. On June 12, 2008, Firm
3 disclosed the arbitration proceeding on the Uniform Termination Notice for
Securities Industry Registration (Form US5) it filed in connection with Borukhov’s

termination that firm.
By reason of the foregoing, Borukhov violated NASD Conduct Rule 2110 and IM-1000-1,

FOURTH CAUSE OF ACTION
FAILURE TO APPEAR FOR ON-THE-RECORD
OQOCEMIRAL $210 anD NASD CONDUCT RU

37. The Department realleges and incorporates by reference paragraphs 1 through 36

above.

38. On May 21, 2008, Borukhov appeared and testified at FINRA’s District 10 Long
Island office at a scheduled on-the-record (“OTR”) interview. The OTR was not
completed on that day and a subsequent date to continue the OTR was agreed uﬁon

by Borukhov, through his attorney.



39. By letter, dated May 23, 2008, FINRA staff requested, pursuant to NASD Procedural
Rule 8210, that Borukhov appear for an OTR at FINRA’s Long Island District 10

Office on June 6, 2008.

40. In a letter, dated June 5, 2008, Borukhov's counsel informed FINRA staff that
Borukhov would not be appearing before FINRA staff for his scheduled OTR on June
6, 2008. Counse! also proposed rescheduling the matter with FINRA staff for a later
date.

41. By letter, dated June 11, 2008, FINRA staff requested, pursuant to NASD Procedural
Rule 8210, that Borukhov appear for an OTR at FINRA’s Long Island District 10

Office on July 9, 2008.

42. On June 17, 2008, counse] for Borukhov left a voicemail message on a FINRA staff
member’s telephone stating that Borukhov would riot be showing up for the OTR and
understood the ramifications of his failure to do so pursuant to NASD Procedural

Rule 8210.

43, Borukhov did not appear as requested on July 9, 2008, and to date, has not provided

the requested testimony.

By reason of the foregoing, Borukhov violated NASD Procedural Rule 8210 and NASD Conduct

. Rule 2110,

RELIEF REQUESTED

WHEREFORE, the Department respectfully requests that the Panel: |

A. order that one or more of the sanctions provided under FINRA Rule 831(Ka),

including monetary sanctions, be imposed.



B.  onder that Borukhov bear such costs of proceeding as are deemed fair and
appropriate under the cm:umstances in accordance with FINRA Rule 8330,

C. make specific findings that Borukhov’s conduct, as alleged in the Third Cause of
Action, was willful; the omitted information was material; and, the omission to

state material facts was on a Form U4 application.

FINRA DEPARTMENT OF ENFORCEMENT

Date:  April 14,2009 Vﬂm M

Vaishali S. Shetty, Senior Regional Cgunsel
David Jaffe, Regional Chief Counsel

Jon S. Batterman, Deputy Regional Chief Counsel
FINRA Department of Enforcement

Two Jericho Plaza, 2™ Floor

Jericho, New York 11753

(516) 949-4237; Fax No. (516) 949-4201

vajshali shetty@finra.org
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