TO:

RE:

FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
NO. 2008014214701

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

Gary Ryan Rhoades, Respondent
Registered Representative
CRD No. 2582675

Pursuant to FINRA Rule 9216 of FINRA’s Code of Procedure, I, Gary Ryan Rhoades, 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, FINR A will not bring any future actions against me alleging
violations based on the same factual findings described herein.

ACCEPTANCE AND CONSENT

I hereby accept and consent, without admitting or denving 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 1is 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

Rhoades entered the securities industry in 1995 as a General Securities
Representative of a FINR A registered firm. On October 13, 2006, he became
registered in this capacity with Capital Securities of America, a FINRA registered
firm. On March 1, 2007, all Capital Securities of America registered
representatives were transferred to Wunderlich Securities, Inc. in a mass transfer.
On February 27, 2012, Rhoades voluntarily terminated his registration with
Wunderlich Securities, Inc. and is not currently registered with any FINRA
registered firms.

RELEVANT DISCIPLINARY HISTORY

Rhoades has no prior disciplinary history.



OVERVIEW

Over a three month period, Rhoades made 31 unauthorized transactions in a
customer’s account. These transactions led to two stocks comprising the vast
majority of the account’s non-cash holdings. This concentration of stocks was
unsuitable for the customer. Rhoades’ conduct was in violation of NASD
Conduct Rules 2310(a), IM-2310-2 and 2110.

FACTS AND VIOLATIVE CONDUCT

In 1996, DD opened an individual retirement account (IRA) serviced by Rhoades.
In 2006, Rhoades became associated with a different FINRA registered firm. On
October 26, 2006, DD, then a 79 year-old retired steel company worker,
transferred his JRA to Rhoades’ new firm so Rhoades could continue to service
the account. At the time of the transfer, DD’s IRA consisted of 73% mutual funds
and 27% cash, and was worth approximately $195,797.68. The IRA was not a
discretionary account.

By September 30, 2007, DD’s holdings in his IRA consisted of 84% stocks, 15%
mutual funds and 1% cash and was worth approximately $183,854.54.

In Qctober 2007, Rhoades effected 21 securities transactions without DD’s
authorization. These transactions included the purchases and sales of holdings in
China Precision Steel, Sinopec Shanghai ADR, Interoil Corporation, KMG
Chemicals and USANA Health Services.

By October 26, 2007, DD’s entire stock holdings in the IRA consisted of shares
from two Chinese companies: China Precision Steel and Sinopec Shanghai ADR.

These shares made up 76.9% of DD’s IRA value (the remaining value was cash
and mutual fund holdings).

In November 2007, Rhoades effected as many as eight securities transactions
without DID's authorization. By November 7, 2007, shares of China Precision
Steel and Sinopec Shanghai made up the entirety of the securities held in DD’s
IRA. By November 30, 2007, the remaining value was $35,217.52 in cash.

In December 2007, Rhoades effected two securities transactions without DD’s
authorization. By the end of December 2007, China Precision Steel and Sinopec
Shanghai ADR constituted the entirety of securities held in DD’s IRA (the
remaining value was $27,549.11 in cash). At the end of this month, DD’s IRA
value had declined to $137,397.11.

In January 2008, DD expressed unhappiness with the unauthorized securities
transactions and mstructed Rhoades to sell all the China Precision Steel and
Sinopec Shanghai ADR stock. DD was particularly unhappy that his IRA
contained stock of a Chinese steel company that was a direct competitor of his



former employer. On January 4, 2008, the shares of Sinopec Shanghai ADR were
sold. On January 11 and 15, 2008, the China Precision Steel stock was sold.

By effecting as many as 31 securities transactions between October and
December 2007 without DIY's authorization, Rhoades violated NASD Conduct
Rule 2110 and NASD IM-2310-2.

By recommending an unsuitable concentration of a small number of stocks
between October and December 2007, Rhoades violated NASD Conduct Rules
2310(a) and 2110.

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

An ¢ight month suspension in all capacities from any FINRA registered firm and
a $15,000 fine.

The fine shall be due and payable either immediately upon reassociation with a
member firm following the eight suspension noted above, or prior to any
application or request for relief from any statutory disqualification resulting from
this or any other event or proceeding, whichever is earlier.

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

I understand that if I am barred or suspended from associating with any FINRA
member, | become subject to a statutory disqualification as that term is defined in
Article ITI, Section 4 of FINRA’s By-Laws, incorporating Section 3(a)(39) of the
Securities Exchange Act of 1934, 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.
II.
WAIVER OF PROCEDURAL RIGHTS

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

A. To have a Complaint issued specifying the allegations against me;



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

C. 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

D. To appeal any such decision to the National Adjudicatory Council (“NAC”) and
then to the 1J.S. Securities and Exchange Commission and a U.S. Court of
Appeals.

Further, [ 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.

L
OTHER MATTERS
I understand that:
A. Submission of this AWC is voluntary and will not resolve this matter unless and

until it has been reviewed and aceepted by the NAC, a Review Subcommittee of
the NAC, or the Office of Disciplinary Affairs (“ODA™), pursuant to FINRA Rule
9216;

B. If this AWC is not accepted, its submission will not be used as evidence to prove
any of the allegations against me; and

C. 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
1s without factual basis. [ 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 i1s 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.



1 certify that T have read and understand all of the provisior s of this AWC and
have been given a full opportunity to ask questions about if; that | have agreed to
its provisions voluntarily; and that no ofter, threat, inducenent, or promise of any

kind, other than the tetmas set forth herein and the prospect of avoiding the

issuance of a Complaint, has been mgde tg indu g to st bmit it.
) — / — /X / A e ——
Date ~ Ghof Ryén Rhoades

Reviewed by:

Lori Hacklieman Patterson

Baker, Donelson, Bearman, Caldwell & Berkowitz, PC
First Tennessee Building

165 Madison Avenue, Suite 2000

Mcmphis, TN 38103

Tel: (901) 577-8241

Fax: (901) 577-0768

Ipattcrson@bakerdonelson.com

Accepted by FINRA;
4- 111 Signed on behalf of the
Date Djyebtor of ODA, by deleg: ted anthority

/

Chung, FINRA Senior Regional Counsel

55 West Monroe Street, Su te 2700
Chicago, IL 60603

Tel: (312) 899-4641

FAX: (312) 899-4600
unbo.chung@FINRA. org




