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FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE; WAIYER AND CONSENY -
' NO. 20080161544

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

RE: | Hugh A. Ross, S, Respondsnt
General Sccm'iﬁes Rzprcsematm
CRDNo 3130376

Pm-mtto FINRA Rule 9216 of FINRA's Code of Procedurs, Respondent Hugh A. Rosg, Sr.,
subgmits this Letter of Acceptance, Waiver and Consent (“AWC™) for the purpose of proposing a
settlement Jf the alleged rule violations deseribed below, This AWC is submitted on the
condition thut, # accepted, FINRA will not bring any future antions against Respondent allaging
violatlons based on the same factual findings described herein,

L
ACCEPTANCE AND CONSENT -

A Respondent hereby accepts and consents, withont admitting or denying 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 is a party, priortoa -
hearing and withowut an ad‘md:cation of aniy issue of law or fact, 1o the entry of the
following findings by FINRA:

BAC‘C[{GROUND

Respondent entered the securities industey in September 1958 by filing 2 Form U4
1o become registeted with 2 FINRA member, He passed the Series 7 sxamination
in November 1998, the Series 63 and 65 examinations in December 1998 and the
Series 66 examination in June 2007. From Jaomeary 2, 2002 through Novesnber 14,
2008, Respondent was registered as a Genemml Securitics Representative at
FINRA member Edward Jones ("the Firm). Since Desember 2008, Respondent
has been pegistered with another FINRA. mesmber. Respoudent has no dlsc.lpima.ry
history.

OVFRVIEW

Respondant borrowed $100,000 from two customers, & hushand and wife, without
complying with the requircments of NASD Rule 2370. Further, Respondent
falsely claimed to the Firmt’s effiliate that the borrowed funds wars not borrowed,
and falsified a letter in support of that claim, Finally, Respondent falsely certified
on an annual complianse questionnaire thal he had not borrowed money from any
customers.
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FACTS AND VIOLATIVE CONDUCT

In or shout March 2008, Respondent applied to the Fir"s affilinte for & mortgage
to purchase residential property and was given tentative approval. In June 2008,
the affiliate received an appraisal for the property that was substantially below the
purchase price. As a resull, the affiiate required Respondent to provide additional
down payment funds before giving final approval for the raortgage.

On or about June 13, 2008, Respondent borrowed $100,000 from RS and MS, his
custoraers at the Firm, in oxder to satisfy the affiliate’s requircment of additionat
funds. Although the Fimm had written procedures permiiting borrowing from
custorners mder certgin cirenmstances, the arrangement with RS and MS did not
meet any of the conditions enumerated in Rule 2370(8)2HA)(B). Further,

-+ Respondent did not obtain written pre-spproval for the losn from the Firm,

Therefore, Raspondant violated NASD Rules 2370 and 2110,

Respondent informed the afffliate that he had secured additional funds for the
down payment. At the affiliate’s vequest, Respondent produced & copy of the -
cancelled check from RS and MS that had been deposited in Respondent’s bank
acconnt. The afiiliate subscquently requested that Respordent provide proof that
the additiobal finds were not borrawed. On or aboot June 19, 2008, Respondent
drafted and submitted to the affiliate a letter, putportedly signed by MS, '
indicating that the funds were not borrowed, In fact, MS never signed the letter.-
Rather, Responcdent copied MS’s genuine signature fom a &fferent dovurment
and affixed it onto the letter to the affiliate. In so doing, Respondent failed to
observe high standards of comméreial honor and just and equitable principles of
trade, in violation of NASD Ruls 2110.

On October 6, 2008, Respondent corpleted an Audit Questionnaire for the Fimm.
In response 1o the question, “Since your last audit heve you ever bomowed money
from or loaned money to an Edward Jones customer othsr than an immediate
family member,” Respondent falsely answered, “No." The “last audit™ referred to
in the question occurred on October 2, 2007, By faisely certifying to the Fiong that
he had not borrowed money from customers, Respondent failed to observa high
statidaxds of commercial honor and just and equitable principles of trade, in
violation of NASD Rule 2110,

Respondent alse consents 1o the imposition. of the following sanctions:

L Aone-year suspension from association with all FINRA memibers in all

capacities; and
A A $10,000 fine.
Respondent agrees 1o pay the monetary sanction upon notice thet this AWC bas

.been accapted and that such payment s due and payable, Respondent has

subtgitted an Election of Payment form showing the method by which ke
froposts to pay the fine imposed,
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Respondent specifically and voluntarily waives any right to claim that he is
unsbie 16 pay, now or a3 any time hereafter, fhe monetary sanction imposed in this
matter,

Respoadent ymderstands that if Respondent is barred or suspended from
aysociating with any FINRA member, Respondent bocores subject to a statutory
disqualification as that teem is defined in Article JfI, Section 4 of FINRA’s By-
Laws, incorporating Section 3(2)(39) of ihe: Securities Bxchange Act of 1934, as
amended. Accordingly, Respondent may not be associated with any FINRA
member in any capacity, including clerical or ministerial functions, during the
period of the ber ar suspension {(see FINRA Rules 8310 and 8311).

The sanctions imposed hereju shall be effective on a date set by FINRA staff,
H‘
WAIVER OF PROCEDURAL RIGHTS

Respondent specifically and vohmtanly waives the following rights granted under FINRA’s
Cods of Procedure:

Az. Tohavea Cbmp!aint issued specifying tie allegations aguinst Respondent;

B.  Tobe nofified of the Complaint and have the opportunity to answer the.
allepations in writing;

C.  Todefend against the allagations in a disciplinary heating before a hearing panel,
10 have a writton, record 0fﬁ1chearmgmade: and {0 have a written decision issued;
and

D.  Tozppeal any such decision to the National Adjudicatory Couneil (*NAC™) and
then to the U.S. Securities and Exchange Commission and 2 U.8, Court of
Appeals.

Further, Respondent specifically amd voluntarily waives any right to claim biss or prejudgment

of the General Counsel, the NAC, or any member of the NAC, in connection with such person’s
ot body’s paticipation in discussions regarding the terms and corditions of this AWC, or other
consideration of this AWC, including acceptance or rejestion of this AWC. .

Respondent further specifically and voluntarily waives any right to claim that a person vielated
the ex parts prohibitions of PINRA Rule 9143 or th: sepaation of functions prohibitions of
FINRA Rule 9144, in connectlon with such person®s or body’s participation iu discussions
regarding the texms and conditions of this AWC, or other considerstion af this AWC, including
ifs mcceptence o.rrcjcctim
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I
OTHER MATTERS
Respondent undesstands thar:

A.  Submission of this AWC s voluntary and will not resolve this matter unless and
until it has been reviewed and accepted by the NAC, a Review Subcommitiee of
the NAC, ot the Office of Disciplinary Affairs (“ODA™), pursuant to FINRA Rule

9216; '
B.  Ifthis AWC is not accepted, ifs submission will not be used as evidence to prove
any of the ellegations ageinst Respondent;
- C . ) ifaccel;t@d:

1. this AWC wiil becomo part of Respondent’s permansnt disciplinary
racord and may be considered in any future actions brought by FINRA or
any other regulator againsi Respondent; '

2. thisAWC will be made available through FINRA's public disclosure

program in response to public nquiries about Respondent's disciplinacy.
~ reoord;
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3, FINRA. may make a public auncuncement concerming this agreement and
the subjeot matter thereof In accordance with FINRA Rule 8313: and

4. Respondeut roay not take any action or make or permit to be made any
public statemert, inchuding in regulatory Slings or otherwise, denying,
directly or indirectly, any finding in this AWC or create the impression
that the AWC is without faptual basis. Respondent may not take any
position in any proceeding brought by or on behalf of FINRA, or to which
FINRA is a party, that is inconsigtent with any patt of this AWC. Nothing
fn this provision affects Respondent's vight to take legat or factual
positionsdin Ftigation or other legal proceedings in which FINRA is aol 2
party; an :

D.  Respondent may attach a Comrective Action Statement to this AWC that is a
statement of demonsteable corrective steps taken to prevent firtuge misconduct.
Respondent undersiands that Respondent may not deny the charges or make any
staiement that is inconsistent with the AWC in this Statement. This Statement
does not constitute feetuel or Jegal findings by FINRLA, nor does it reflect the
views of FINRA or its staff,

Respandent cartifics that he has read and vaderstands all of the provisions of this AWC and bas
been given a full opportunity to ask questions about it; that Respondent has agreed to its
provisions voluntarily; and that no offer, threat, tnducement, or promise of any kind, other than
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the terms set forth herein and the prospect of avoiding the issuance of a Complaint, has been
made 1o indnoe Respondent to submit it ‘

ﬁjzz/z@za

Date (mmfddfmy)
by

Roger D; Mellem, Esq.

Counnsé] Tor Respondent

Ryan, Swanson & Cleveland, PLLC -
1201 Thixd Avenue, Suits 3400
Seattle, Washington 98101-3034
(206) 654-2234
mebem@ryaniaw,.com

Accopted by FINRA: .

8 / &6/ Q0o Signed on bebalf of the

RA Departinent of Enfomemant

One Mantgomery Street
Suits 2100

Sen Framcisco, California 94104
gdl 5)217-1124; Fex: (418) 2171201
Johnhan@finra.org

Pase!6-T



