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FINANCIAL INDUSTRY REGULATORY AUTHORITY
KET;TER OF ACCEPTAN ) WAIVER AND CONSENT

TC:  Department of Enforcernont

RE;

Finanoisl Indusiry Regulatory Anthority (“FINRA™)
Mol Beldwin § ondent
<Gewm‘1"86rfﬁ‘n es Representative

CRD NKEROTZ,

Pursuant to FINRA Rule 9216 of FINRA’s Code of Procedure, I submit this Letter of
Acceptance, Waiver and Consent (*AWC") for the purposs of proposing a settlement of the
alleged rule violations desoribed befow, This AWC s submitted on the condftion that, if
accepted, FUNRA will not bring any fizbare actions against me slleging violations baged on the
same factual findings described herein.

L

ACCEPTANCE AND CONSENT

I hereby aceept and consent, without admitting or denyiog the findings, and solely .

for the purposes of this provesding and any other proceeding brought by or on
behalf of FINRA, or to which FINRA is 8 party, prior {o a hearing and without 2n
adjudication of any fssus of law or fact, to the entry of the following findings by
FINRA: !

BACKGROUND

In 1974, Maxwell Baldwin Smith ("Spith”) first became registered with FINRA
as 8 General Securities Representative. He also beozme registered as a Musioipal
Securities Representative in 1979 and as 2 Muricipal Securities Principal in 1981,
From May 4, 1588 through April 3, 2009, Smith was registered in sorme or ali of
those capacities through the following FINRA member fizms: ‘

Firm Dates Registered
Advest, Tne, 5/4/88-8/4/90
Rickst & Associates, Inc. 8/6/90.8/20/97

Atlantic Group Securities, Inc. S/9/97.12/8/99
J1.B. Hilliard, W.L. Lyons, Inc. 12/10/99-1/1/04

PNC Investments 11/04-12/31/04
Cantone Research Inc. 177/05-4/3/09
Ciguan
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Smith is not prasently associated with a member firmn.
VANT DISCIP Y HI R

On November 17, 2009, Smith pleaded guilty in the United States Distdct
Cort for the District of New Jersey to majl fraud in violation of 18 U.5.C.
$5 1341 and 2. He Is preseatly awalting sentencing.

On November 18, 2009, Smith sntered into 3 congent order with the New
Jersey Bureau of Securities in which he was, inder alia, barred and ordered
to pay restitution for fraud and the sale of unregistered securitics.

OVERYIEW

Smith misappropriated approximately $8 million from investers, This condnet
violated NASD Conduct Rules 2330 and 2110, NASD [M-2310-2 and FINRA
Raute 2010.

ACTS ¥l CONDU

From 1992 through 2009, customer LF, who is now 93 ysars old, gave Smith over
$9.8 million to invest in a private placement of an. investment called 2 Heaith Care
Financial Partnership Direct loan. At various times ducing that same time peried,
six other customers, at least three of whom were elderly, gave Smith a total of
$970,000 for the same investment. Most, if not ell, of the seven individuals were
Smith's customers at ane or mord o€ the broker-dealer finns that employed him,

In documentation provided by Smith to the customers, Heatth Care Financial was
described 25 & company “foumed for the purpose of obtaining a bigh level of
inteyest income through investment ir a diversified portfolio of High Yielding
income projects which have been sold to finance or refinance health cars
facilities, such as mursing homes and confinuing care retirement centers for the
elderly.” Smith recomumended the purchase of the loans as “an atiractive
investmient for purchasers of nursing home bonds.” Depending on the lvan
purchased, Smith promised the customers annual {nterest ranging fram 7.5% to
$%. The tevm of the loans ranged from 2 to 30 years,

Smith induced LF and the others to invest in the Joans. LF and the ofhers
subsequently withdrew fands from their brokerage and other avcounts, and, in
accordance with Smith®s instruetions, made their investroent purchase checks
payzhle o, or otherwise transferved their funds to, a brokerage scoount at another
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member firm controlied by Smith,

Smith, however, did not invest the above-referenced fimds on the customers’
behalf. Health Care Financial was a sham entity and Smith misappropriated
approximately $8 million of those firads for his own vse and benefit. By
misappropriating customer funds, Smith violated NASD Conduet Rules 2330 and
2110, NASD IV-2310-2 and FINRA Rule 2010.!

B.  Ialso congent to the imposition of the following sanction;
* g bar from association with any FINRA member in any capacity.

1 understand that if I am bamed or suspended from associating with any FINRA
member, I become subject to a siatutory 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 cepasity,
including clerical or ministerial functions, during the period of the bar or
suspension (sss FINRA Rules 8310 and 8311).

The sanction imposed herein shall be effective on & date set by FINRA staff
Pursuant to FINRA Rule 8313(¢}, 2 bar ar expulsion shall becoms effective upon
approval or acceptance of this AWC, }

1L

'WAIVER OF PROCEDURAL RIGHTS

%

1 specifically and voluntarily waive the following rights granted under FINRA's Code of
Prooedure:

A, Tohave a Camplaint issued specifying the allegations against me;

B.  Tobenotified of the Complaint and have the opportunity to answer the
allegations in writing;

€. To defend against the allegalions in a disciplinary hearing before & hearing panel,
to have 2 written record of the hearing made and to have a writien decision issusd;

and
D.  To appeal any such decision to the National Adjudicatory Council (“NAC") and

T FRNRA Rule 2070, the successor to NASD Condact Rule 2110, s charged for Smith*s misconduet on or afier
Desepiber 135, 2008, ‘ .
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then 1o the U.S. Seourities and Exchange Coramission and a U.S. Court of
Appeals.

Further, I specifically and voluntarily waive any right to olaim biag 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 diseussions regarding the terms and conditions of this AWC, or.ofuer
oonsideration of this AWC, including acceptance or rejection of this AWC.,

I further specifically and voluntarily waive any right to claim that a person viclated 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 disoussious regarding the terms
and conditions of this AWC, or other consideration of this AWC, including its acceptance or
rejection.
m.
OTHER MATYERS

I understand that:

A. Submission of this AWC is velmtary and will rot resolve this matter unless and
wntil it has been reviewed and accepted by the NAC, a Review Subeommittes of
the NAC, or the Offics of Discipiinary Affairs (*ODA™), pursuant to FINRA Rule
9216;

B, If this AWC is not accepied, its submission will not be used as ewdence to prove
aay of the allegations against me; end

C.  Ifaccepted:

1 this AWC will become part of mxy permanent disciplinary record and may
be considered in any fiture ections 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 inquirics about my disciplinary record;

3, FINRA may make a public announcement concemmning this agresment and
the subjeot rnatter thereof in accordance with FINRA Rule 8313; and

4, 1 may not take any action or make or permit to be made any public
statement, including in regulatory filings or otherwise, denying, direotly or
indirectly, any finding in this AWC or create the impregsion that the AWC
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is without factual basis, Imay not take any position in any procesding
bronght by or on behalf of FINRA, or fo which FINRA {s a party, that is
inconsistept with any part of this AWC. Nothing in this provision affects
my vight to teke legal or factual positions in Hiigation or other legal
proceedings inwhich RRRA is not apasly.

1 certify that I have read and understand all of the provisions of this AWC end have been givep a
full opportunity to ask questions about it; that [ bave agreed to its provisions voluntazily; and that
no offét, threat, inducement, or promiss of apy kind, other than the terms set forth kerein and the
prospect of avoiding the jssuancs of a Complaint, has been made ta induce me to submit it.

Db, 2009 \m

Date Maxwell Baldwin Smith
Respondent

" Reviewed by:

&

obert A. Weir, Bsg.
Coursel for Respondent
Weir & Plazs, L.1.C.
32] Proad Street
Red Bank, Mew Jersey 07701
(732) 741-8181

AGG&PM b}' FINERA:

:2 / !,_/ 9‘010 Signed on I;eh.ali’uf the

Date Director of ODA, by delegated authority

FINRA Departinent of Enforcement
581 Main Straet, 7% Floor
Woodbridgs, New Jezsey 07095
Phone: (732) 596-2078

Fax: (202) 7216571




