FINANCIAL INDUSTRY REGULATORY AUTHORITY:.
LETTER OF ACCEPTANCE, WAIVER AND CONSENT <, 2
NO. 2008013809762 o <o

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

RE:  David Michae} Scaffe., Respondent
General Securities Representative and General Securities Principal
CRD No. 2643002

Pursuant to FINRA Rule 9216 of FINRA’s Code of Procedure, I submit this Letter of Acceptance,
Waiver and Consent (“AWC”) for the purpose of proposing a setttement 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 othet 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

David Michael Scaffe (“Scaffe”) first became employed by a FINRA member firm in
July 1995, and became registered with FINRA as a general securities representative in
September 1995. In September 2002, Scaffe became employed by FINRA member
Andrew Garrett, Inc. {“AGI”™). Scaffe was initially registered by AGT as a general
securities representative, but in January 2004 Scaffe also became registered with FINRA
as a general securities principal. Scaffe was employed by AGI until May 2008, Scaffe is
not currently registered by a FINRA member firm, but remains subject to FINRA's
jurisdiction pursuaat to Article V, Section 4 of FINRA’s By-Laws until May 2010. Scaiffe
does not have a relevant disciplinary history.

OVERVIEW

Scaffe, while employed by AGI, borrowed funds from two of his customers without
providing notice to or obtaining the approval of AGI, in violation of NASD Conduct
Rules 2370 and 2110. Scaffe further failed to respond to FINRA’s requests for
information, in violation of NASD Procedural Rule 8210, FINRA Procedural Rule 8210,
NASD Conduct Rule 2110 and FINRA Conduct Rule 2010,

FACTS AND VIOLATIVE CONDUCT
1. Borrowing Funds from Customers

On March 1, 2007, Scaffe approached public customer S.J., indicated that he was
having financial difficulties and solicited and obtained a $25,000 loan from S.J. At
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the time of the loan $.J. was Scaffe’s customer, as well as a customer of AGIL. The
loan was evidenced by a handwritten promissory note, which provided that the loan
would be repaid “in a timely manner.” Scaffe repaid S.J. through instaliments,
paying $10,250 on June 21, 2007, $5,000 on July 9, 2007, and the batance of $10,000
on September 8, 2007. On October 23, 2007, Scaffe borrowed an additional $25,000
from public customers P. and D. L., and provided them with a typewritten promissory
note. P. and D.L. caused the $25,000 to be wired from their bank accouns to Scaffe’s
personal bank account. At the time of the loan, P. and D.L. were customers of Scaffe
and AGI. Scaffe has not repaid the $25,000 borrowed from P. and D.L. During 2007
AGI expressly prohibited its representatives from borrowing funds from customers
and included such prohibition in its compliance manual. Scaffe signed annual
compliance questionnaires in December 2006 and Wovember 2007 wherein he
acknowledged that he had received or had access to AGI's compliance manual
{where the prohibition against borrowing funds from customers was located). Scaffe
did not request or obtain permission from AGI to borrow funds from customer S.J. or
customers P. and D.L., nor could he under AGI’s procedures.

Such acts, practices and conduct constitute separate and distinct violations of NASD
Conduct Rules 2370 and 2110 by Respondent Scaffe.

. Failure to Respond

In June 2008, FINRA initiated an investigation into the allegations on a Uniform
Termination Notice for Securities Industry Registration {“Form U5”) filed by AGI
regarding Scaffe. The Form U5 alleged that Scaffe had violated his fiduciary
responsibilities and the firm’s written supervisory procedures prohibiting its
registered representatives from accepting loans from firm customers.

During the course of FINRA’s examination, FINRA requested and received a written
statement from Scaffe regarding the loans obtained from customers S.J and P. and
D.L. FINRA further found evidence that Scaffe may have borrowed additional funds
from a third customer. Therefore, FINRA sought an additional written statement
from Scaffe regarding his dealings with this third customer. Specifically, on
November 19, 2008, FENRA sent Scaffe a letter requesting a written statement,
pursuant to NASD Procedural Rule 8210, in which FINRA requested that Scaffe
provide details regarding whether he had bemrowed additional funds from a third
customer. FINRA requested that the written statement be submitted no later than
December 5, 2008. The November 19, 2008 letter was sent via first class mail to
Scaffe at his CRD address

- ]
and io an aiterate address [N
The November 19, 2008 letters were not

returned.

Scaffe contacted FINRA via telephone and acknowledged receipt of FINRA'’s
request. Scaffe further requested an extension of the deadline established in the
November 19, 2008 letter. Scaffe confirmed his request for an extension of the
deadline via efectronic mail on December 24, 2008, but did not provide the requested
written statement. Pursuant to Scaffe’s request, FINRA had extended the deadline in
the November 19, 2008 letter until December 30, 2008. Scaffe failed to respond by
the extended deadline of December 30, 2008.



On June 18, 2009, FINRA sent Scaffe another letter via first class and certified mai}
at his CRD address and the alternate address. Scaffe was requested, once again, to
submit a written statement pursuant to FINRA Procedural Rule 8210. Scaffe was
requested to submit the written statement by July 2, 2009. The June 18, 2009 letters
sent by first class mail were returned indicating that they were “not deliverable as
addressed and attempted not known.” The June 18, 2009 letters sent by certified mail
were also returned indicating that they were “not deliverable as addressed and
attempted not known.” Scaffe failed to provide the requested statement by July 2,
2009. To date, Scaffe has not submitted the written statement requested by FINRA
in its November 19, 2008 and June 18, 2009 letters.

Such acts, practices and conduct constitute separate and distinct violations of NASD
Procedural Rule 3210, NASD Conduct Rule 2110, FINRA Procedural Rule 8210 and
FINRA Conduct Rule 2010 by Respondent Scaffe.

1 also consent to the imposition of the following sanctions:
A bar from association with any FINRA member firm in all capacities.
1 understand that if I am barred or suspended from associating with any FINRA member,
I become subject to a statutory disqualification as that term is defined in Section 3(a)(39)
of the Securities Exchange Act of 1934, as amended. Accordingly, I may not be
associated with any FINRA member in any capacity, including clerical or ministerial
functions, during the period of the bar or suspension (see FINRA Rules 8310 and 8311).
The sanctions imposed herein shall be effective on a date set by FINRA staff. Pursuant
to FINRA Rule 8313(e), a bar or expulsion shall become effective upon approval or
acceptance of this AWC.

IL

WAIVER OF PROCEDURAL RIGHTS

1 specifically and voluntarily waive the following rights granted under FINRA’s Code of Procedure:

A.

B.

D.

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 heating panel, to have
a written record of the hearing made and to have a written decision issved; and

To appeal any such decision to the National Adjudicatory Council (“NAC™) and then to
the U.8. 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 ot tejection of this AWC.



1 further specifically and voluntarily weive atry tight to claim that a person violated the ex paste
prohibitions of FINRA Ruls 9143, or the separation of fuhctions prohibitions of FINRA Rule 9144, in
conpection with such person’s or body's participation in discnssions regarding the terms and conditions
of thi§ AWC, or other consideration of this AWC, including ity acceptance or rejection,
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1 understand that:
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including in regulatory filings or otherwise, denying, direcly of indirectly, any
finding in this AWC or create the invpression that the AWC is without factual
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FINRA, or to which FINRA is a party, that is intonsistent with aay part of this
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opportuxity to ask questions about it; that I have agreed 1o its provisions voluntasily; and that o offer,
threat, inducement, or promise of any kind, other than the terms set forth berein and the prospect of
avotmngﬂwmufaCompwm,hmmm&thmwStMm
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Accepted by FINRA:
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Signed on behalf of the
Director of ODA, by deleg

3490 Piedmont Road, N.E,
Atlanta, Georgia 30305
(404) 239-6111; Fax: (404) 2264-1586
E-Mail; brice lahue@finra.org



