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FINANCIAL INDUSTRY REGULATORY Amﬂﬂm 0(5’

LETTER OF ACCEPTANCE, WAIVER AND CONSENT 7
-7 NQ,-2008014827101 i

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

RE:  James T. Farrell, I, Respondent
CRD No. 204780

Parsuant to FINRA Rule 9216 of FINRA's Code of Procedure, I, James T. Farrell, IIf (“Farreli™),
subynit 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
violations based on the samee factnal findings described herein. '

L

A.  Theroby accept and consent, without admitting or denying the findings, and solely
for the purposes of this proceeding and any other procesding brought by or on
behalf of FONRA, or to which FINRA is & party, prior to a hearing and without an
adjudication of any issue of law or fact, 1o the enury of the following findings by
FINRA:

BACKGROUND

Farrell first became registered with FINRA as 8 General Securitics Representative
(“GSR") on September 18, 1973 through an association with a member finm. He
was registered as 4 GSR through apother member firm from March 15; 1993 ontil
hane 23, 2004, and through another member firm from Faly 1, 2004 until
September 5, 2008. Farrell is not cirrently registered with a member fitm, bt
remains subject to FINRA’s jurisdiction pursuant to FINRA Bylaws, Article V,
Section 4.

Fmﬂhasnopmd:sclphnaryh:sunythhtheSwmueswdEmhmge
Commission, any self-regulatory organization or any state securities regulator.
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FACTS AND VIOLATIVE CONDUCY,

Farrell established the Yames T. Farrel] ITf Money Purchase Pension Plan in 1975
{the “Plan™). ‘The Flan, sponsored by Farrell d/b/a Farrell Associates, is an
employee pension benefit plon established pursuant to the Employes Retirement
Income Security Act of 1974 (ERISA). From November 2000 through June 2007
{the “Relevant Period”), while he was a registered person, Farrell was the Plan’s
Administrator and sole Trustee. In this fiduciery role, Farrell exercised
discretionary control with respect to manngement of the Plan and disposition of
the agsets of the Plan. Farrell used a small pension administration firm to handle
the Plan’s record kecping and reporting.

The Plan had four participants: Farrell, Farrell’s wife, Farrell’s ex-wife, and an
administrative assistant, RR, who had worked for Farrell in the 1980s.

Pursuant to a Qualified Domestic Relaticos Order dated Tuly 14, 1992, Farrell
assigned a portion ($243,755) of the Plan’s assets (0 his ex-wife. The Order
required Farrell, as Trustee, to segregute the agsets for his ex-wife’s benefit. She
had the right to receive the scgregated amount in accordance with the terms of the
Plan, adjusted for earnings and losses thereon and ordinary cxpenses.

» During the Relevant Petiod, Farrell withdrew more than $900,000 of the
Plan’s assets used the funds for his personal and business expeases.
Farrell withdrew all but approximately $3,500 of the Plan’s assats.

s  Farrell submitted felse information for 2001, 2002 and 2003 to the pension
administration firm used by the Plan, knowing the false information would
be incorpomated into filings with the Department of Labaor and the Internal
Revenue Service and into account statements provided to Plan
patticipants, Specifically, Farreil indicated that Plan sssets were invested
in a money martket fimd, when in fact Farrell had transferred the funds to
his bank account for his own use.

» Farrell paid RR $40,000 in 2007 when she reached retirement age. Farrell
pmdherlessthmmshowasowed,promxsmgherﬂ:emaofﬂwmmey
“when the final figures were done.”

In sum, Farrell (i) converted Flan participants® funds for his own use, (if) cansed
false and misleading account statements to be distributed to paticipants for 2001
through 2003, and (fif) cansed false and misleading information to be filed with
the Department of Labor and the hternal Revenue Service for 2001 throngh 2003,

Farrell’s sbove-described activities constituted business-related conduct and were
. incomsistent with high standards of commercial honor and just and equitable
principles of trade, Pursnent to the foregoing, Farrell violated NASD Rule 211¢.
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I slso conaent to the imposition of the following sanctions:
- & abar from association with any member firm in any capacity.

1 understand that if I e barred or suspended from associating with any FINRA
member, I become subjeet to a statutory disqualification as that term is defined in
Section 3(a)(39) of the Sccuritics Exchange Act of 1934, as amended.
Accordingly, I may not be associated with any FINRA. membet in any capacity,
including clerioal or ministerial fanctions, during the pexiod of the bar or
suspension (sece FINRA Rules 8310 and 8311).

The sanctions imposed herein shall be effective on a date set by FINRA siaff.
Pursnant to FINRA Rule 8313(e), a bar or expulsion shall become effective upon
approval or acceptance of this AWC,

1L

WAIVER OF PROCEDURAL RIGHTS

I specifically and voluntarily waive the following rights granted under FINRA's Code of

Procedmre:

- A

B‘

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 hearfug panel,
1o have 5 written record of the hearing rade and to have a written decision issued;
and

To appeal any such decision to the National Adjudicatory Council "NAC”) and
then to the U.S. Securities and Exchange Commission and a U.S. Court of
Appeals,

Further, I specificatly and vohuntarily 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.

Iﬁm«wﬂmﬂymdwmmﬁhwﬁvemyﬁghtmdﬁmmaamﬁmmampm
prohibitions of FINRA Rule 9143 oy the scparation of functions prohibitions of FINRA Rule
9144, in conncction with such person's or body”’s participation in discussions regarding the terms
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and conditions of this AWC, or other consideration of this AWC, including #ts acceptance or
rejection.

OTHER MATTERS
Tunderstand that:
A.  Submission of this AWC is volantary and will not resolve this matter unless and

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

9216;

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

C. If acceptad: -

1L this AWC will become part of my permanent disciplinary record aad may
be considered in any future actions brought by FINRA or any other
tegulator against me;

2. this AWC will be made available through FINRA's puiblic disclosure
program in response to public inquiries about my disciplinary record;

3. FINR A may make a public armouncement concerning this agreement and
the-subject matter therecf 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
is without faciual basis. 1may 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 is not a party.
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1 certify that [ have read and wmdcrstand all of the provisions of this AWC and have been givens
full opportumity to ask questions about it; that I have agreed to its provisions voluntarily; and that
10 offer, threat, inducement, or promise of any kind, other than the terms set forth herein and the
prospect of avoiding the issuance of a Complaint, has been made to inducgfe to submit it.

72 . @;-9?' } -
Date (mu/ddfyyyy) , Jotted T, Farrell, [T =

Accepted by FINRA:

December 31, 2009 Sismed on behalf of the
Date -

Tel: 212-858-3998, Fax: 212-858-4770



